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The cost-€effectiveness eva uation has four separate but interrelated components.
- Andyds of the cost-effectiveness of the implementation

Anaysis of the cogt- effectiveness of the impact

Cost-benfit analyss of the impact

Support for local evaluators on codt- effectiveness issues.

To alarge extent, they will draw on the same data, but the different theoretical and andytica
frameworks for each are set out in the relevant sections below.

THE PURPOSE OF ECONOMIC EVALUATION

Resources are amogt dways scarce. There are generdly a number of dternaive waysin
which a given volume of scarce resources can be used. Within a market environment, prices
act as amechanism for alocating resources between competing uses, but in the absence of
markets, dternative mechanisms need to be applied to ensure that resources are dlocated to
the uses that derive the greatest benefits to society taken asawhole.

Economic evaluation seeks to ask three questions:
How much did a particular intervention cost?
What did that use of resources actudly achieve?
Did the benefits from that use of resources exceed the costs?

Thereisthen afourth question that is generdly asked by those responsible for dlocating
resources, if the answer to the third question is yes:
Would an dternative use of the resources have achieved either alarger number or a
higher qudlity of outcomes?

The systematic recording and comparing the costs of an intervention with the outcomes
achieved provides a valuable analytical framework to guide decison making by those who
are respong ble for alocating resources, at both aloca and anationd level (HM Treasury
1997). The difference between economic evauation and standard evauations of process
and impact is the stress on the importance of measuring costs as well as benefits.

There are two broad approaches to economic evaluation. They both use the same
information about costs, but they focus on different outcomes. Generdly speaking, cost-
effectiveness evaduation looks at intermediate outcomes over the short term, while cost-
benefit analysslooks at find outcomes and spillover effects over alonger time period. Codt-
effectivenessis easer to measure when an intervention is aming to produce asingle
outcome, which is measurable but difficult if not impossble to trandate into monetary values
(for example achieving a particular health Satus, or areduction in the level of an indicator
such as child abuse). It isdso particularly useful when there is more than one way of
achieving the same outcome so that the costs per measured outcome of the different



methods can be compared. This explainsits growing importancein the field of hedth care.
Where interventions have multiple goas and no one god has clear priority, then cost-
effectiveness andyss may be much less reveding, and cost—benefit analysisislikdy to be
very much more important (Plotnik and Deppman 1999; Layard and Glaister 1994).

Cost-benefit andyss shoud include dl outcomes, both positive and negative, direct, indirect
and spillover, anticipated and unanticipated. The experience of evauating early childhood
interventions in the United States has shown that unanticipated and spillover effects have
produced the mgority of the benefits (Karoly et al 1998, Barnett 1996, Olds et d 1993,
1998h). Sure Start islikely to include both unanticipated effects and alarge number of
Sillover effects.

Theoretical Framework

Sure Start involves the expenditure of resources on services for young children and their
communities in the expectation that thiswill leed to improvements in their socid and
economic outcomesin later life. It is essentialy a programme designed to improve the
humean capitd of the children, their parents and their wider communities in the expectation
that the increased human capitd will yied afuture stream of benefits. The anadlyss of human
capitd fdlsinto the theoretica framework originaly developed by Becker (1993). Within
this framework, individuals who invest in their human capital improve their productivity and
receive areturn in the form of increased probability of being employed and higher earningsin
employment. Society as awhole earns areturn from the investment in an individua’ s human
capitd from the increased overdl productive potentia of the economy, from the ability of
more highly skilled workers to improve the productivity of their less skilled colleagues and
from the reduced dependence on state benefits, increased taxes and profits generated by the
higher leve of output. It isthisbroad framework that provides one of the key arguments for
public expenditure on education. (See Dutta et d 1999, Harmon and Walker 2001 for a
discusson of this)

Economic theory suggests that returns to human capital investment are grester the younger
the age at which the investment takes place. Thisisfor two reasons. Firdt, the earlier the
investment takes place the longer the potentia payback period and therefore the morelikely
that cumulative benefitswill be positive. Secondly, later learning has to build on the
foundations supplied by early learning. If that early learning is not in place then it is not
possible to develop higher-level skillsthat generate higher returns. Success or failurein
infancy may determine whether or not there is afoundation for later learning (Heckman
1998, Heckman and Lochner 2000).

While some of the substantid body of literature by economists attempting to measure the
level of human capitd and the returnsto it has focused narrowly on educationd attainments
(see Willis 1986 for examples), Becker himself, and the more recent debate has argued that
human capita, and therefore earnings capacity, has up to five dimensons: educationa
attainments, work and other experience, physica and psychologica hedth, socid capitd and
cognitive skills (Becker 1993; Haveman and Wolfe 1995; Heckman and Lochner 2000).
Although some of the wider skills and attributes are developed by schools and other



educationd indtitutions, the family and the community play arolein their development which
are a least asimportant, and probably more so especidly for socid and cognitive skills
(Heckman and Lochner 2000; Becker and Tomes 1986; Hill and O’ Neill 1994; Feingtein
and Symons 1999; Crane 1991; Leibowitz 1974).

However, educationa outcomes are themselves influenced by family and community
circumstances. Parentad education and occupationd status, financid resources, housing
tenure, family circumstances particularly divorce, separation and family conflict, number of
gblings, and parentd interest in their children’s education dl have an effect on children’s
educationd outcomes (Haveman and Wolfe 1995; Feinstein and Symons 1999; Dolton et a
1999; Feingtein 2000; Ermisch and Francesconi 2001; Gregg and Machin 1998; Hill and
O’ Neill 1994; Shumow et a 1997; Osborn and Millbank 1987; Rodgers and Pryor 1998;
Currie and Thomas 1995; Dyson and Robson 1999; Plowden Report 1967). Moreover,
many of the same variables dso have an effect on earnings outcomes while holding the
effects of education congtant. In other words if two young adults have identica educationa
attainments, but one has parents with a higher level of education than the other, then the one
with the better educated parents is likely to have ahigher levd of earnings (Feinstein 2000,
Gregg and Machin 1998; Dolton et d 1999; Goldsmith et d 1997).

The neighbourhood aso has an effect on educational outcomes. In part, thisis because
smilar familiestend to livein Smilar areas, 0 it can be difficult to disentangle family and
neighbourhood effects gatidticaly. But thereis aso some evidence that the educationa
attainments of young people of agiven ability who are exposed to peer groups of higher
ability are better than those of young people with identical family circumstances and
cognitive ability who are mainly exposed to peer groups of low ability. Smilar arguments
seem to gpply to the educationd attainments and socid aspirations of the adults outside the
family group to whom children are exposed. The socid capitd of a neighbourhood in terms
of the prevalence of postive role modes and mechanisms of socid control or conversdy in
terms of the levd of crime and anti-socid behaviour is an important factor in educationd
outcomes, and is aso likely to influence the development of socid skills in young people
(Feingtein 2000; Feingtein and Symons 1999; Shumow et d 1997; Coleman 1990; Crane
1991; Haveman and Wolfe 1995; Hill and O’ Neill 1994).

There are increasing indications that non-cognitive socid skills may be more important than
cognitive skillsin the modern labour market, and in some instances more important than
educationa qudlifications. Thus, programmes that develop socialised behaviour and
improve motivation may have an important effect on earnings and other outcomesin
adulthood even if they have no impact on 1Q or educationa qudlifications (CBI 1995;
Heckman and Lochner 2000; Heckman 1998). Empirica work on human capitd and
earnings has traditionally focused on qudifications, not least because they are frequently
measured and therefore widdly available. To alesser extent, work experience has been
taken into account, but the traditiona practice of taking number of years snce leaving full-
time education as a proxy has falen into disrepute, not least because it is frequently less
accurate for women than it isfor men. Data which includes measures of family background,
hedlth, motivation, actua work experience and labour market information is ill relatively
rare, dthough the availability of longitudina data sets isimproving, and more estimeation of



thistypeislikely to take place (see Feinstein 2000, Goldsmith et d 1997, Caspi et a 1997,
Currie, and Thomas 1995 for examples).

If human capitd is congdered in this broader framework; it includes negative as well as
positive dimengons. Thus, while work experience generdly has a postive effect on human
capita, experience of crimind activity or time spent in prison could have a negetive effect.
Smilarly, while good hedth improves employahility, ill hedth reduces employment
prospects, especialy where it has come about because of substance misuse.

Farrington (1996), in areview of alarge number of studies of youth crime, both British and
internationa, including studies from Canada, New Zedand, and the United States found that
involvement in crime by young people is associated with low income, poor housing, living in
physcaly run down and socidly disorganised areas, low cognitive ability, poor school
attainment, parenta conflict and broken families (especidly at avery young age), poor
parental supervison, harsh and erratic discipline, impulsveness and hyperactivity and having
ddlinquent friends. Offending a a very young age (ten or younger) is associated with poor
child rearing practice, whereas poor supervison is associated with offending among both
young people and adults. Harsh parenta disciplinein childhood is associated with both
violent and persstent offending in adulthood.

Graham and Bowling (1995) found that the most important predictors for delinquency were
delinquent peers, poor parenta supervision, week attachment to school and family and
school excluson. Moreover, young offenders are often involved in other forms of anti socid
behaviour including heavy drinking, drug taking dangerous driving and promiscuous Sex.
Between aquarter and athird of young men in young offender ingtitutions are teenage
fathers (Social Excluson Unit 1999). Other sudies find similar relationships (Farrington
1996, Rodgers and Pryor 1996, Y oshikawa 1995). Y oshikawa also found that perinata
difficulties, insecure attachment and parentd involvement in crimina activity or substance
abuse increased the risk that young people would be engaged in crimind activity themselves.
Children exposed to multiple risks are much more prone to delinquency than those exposed
only to afew. There are interaction effects so thet the effect of a particuar factor is
meagnified in the presence of another (eg parenta involvement in crimind activity aong with
marita conflict) (Y oshikawa 1995). Many of the identified risk factors overlap with the
factorsthat are associated with poor educationa attainment and labour market outcomesin
adult life, dthough the evidence suggests that there are clear differencesin both education
and labour market outcomes at ages 23 and 33 between those from disadvantaged
circumsances who are involved in ddinquent behaviour and those who are not (Gregg and
Machin 1998). The Cambridge Study found that at the age of eighteen delinquents werein
better- paid jobs than non-delinquents, who were more likely to be in traineeships or to be
students, so that the relationship between delinquency and earnings is complex and likely to
change over time (Farrington 1996).

Factors which gppear to be able to protect against some of the risks of becoming involved
in crimind activity are: having awarm affectionate reationship with a parent; having parents
who provide effective supervision, pro-socid bdiefs and congstent discipling; and having



parents who maintain a srong interest in their children’s education and community support
(Farrington 1996, Y oshikawa 1995, Socia Exclusion Unit 1999).

It isimportant to keep in mind that part of the outcome for children is explained by their own
choices. This meansthat ensuring they have an educationd, cultura and socid environment
which is supportive of the choices that lead to better outcomes and which discourages
choices that lead to worse outcomes can make a significant contribution (Haveman and
Wolfe 1995).

Sure Start is intervening in areas where young children are more likely to experience a
number of indicators that put them at risk for adverse human capitd outcomes. The intention
of the programme is either to reduce those risks directly by reducing the leve of the risk
factors, or to mitigate their effects by increesing the level of and access to the known
protective factors.

The relationship between cost-effectiveness and the other partsof the evaluation

The evauation of the cost-effectiveness of Sure Start isfully incorporated into the other
dimensons of the evauation from the beginning. The data collection for the implementation,
impact and local context evaluations will include items of datawhich are neither centrd to
nor of ahigh priority for those themes in themselves, but which are vitd for the caculation of
the potentia rate of return to the Sure Start programme.  This statement may seem
commonplace, but it is a common fegture of the evauations of early childhood interventions
that have taken place mainly in the United States that important factors such as parenta
employment or hedth were not measured in the early stages because they were not
regarded as relevant to the immediate objectives for the children. Y e, for those programmes
where they were measured, these e ements made an important contribution to the overal
cost- effectiveness of the programme.  The methodologica innovation of including codt-
effectiveness from the Start in the evaluation of Sure Start makesiit less likely that important
benefits will be missed. We aso have the advantage of knowing the factors that have been
found by previous research to contribute sgnificantly to the cost-effectiveness of arange of
early childhood programmes (Karoly et a 1998).

Sure Start has a broader purpose (to overcome or mitigate the effects of biologica,
cognitive, emotiond and resource limitations) so that from the start a broader range of
outcomes will need to be measured in dl eements of the evauation. It accepts that some of
the potentid pogitive impacts on the subsequent lives of the children may come about
indirectly because of improved community functioning or because of improvementsin the
circumstances of ther parents. They may aso come about because of changesin the
circumstances of other children with whom they subsequently socidise and go to school.

The counterfactual

In order for an evaluation to assess the costs and benefits of an intervention, an estimate
needs to be made of what would have happened in the absence of the programme. The
classcd experimenta goproach using random assgnment implicitly assumes that the
outcomes for the control group would have been the outcomes for the experimental group in



the absence of the programme. However, this may not aways be the case. In particular,
sx key conditions need to be met which are not dways met in practice:

Random events may have affected one or the other group differently which might distort
theresults. For example, two of the femae members of the control group for the Perry
Preschool experiment were murdered in their early twenties. The caculation of the
earnings differences between the two groups included the victims with zero earnings
(Schweinhart et a 1993, Barnett 1996). Although it is reasonable to conclude that
participation in the Preschool may have made it less likely that young women would find
themsdves in circumstances where they increased their risk of being murdered, given the
relatively low incidence of homicide among women even in high risk groups, it is not
immediately obviousthat it is reasonable to assume that two femae members of the
treatment group would have been murdered if they had not had the Preschool
experience. Yet, that iswhat is being done by treating the control group as an accurate
representation of the counterfactud.

The existence of the experiment does not in itsdlf ater the behaviour of members of
ether group (Heckman and Smith 1995). In particular, people who are being monitored
may change their gpproach to child rearing even if they are not receiving any support.
The control group should receive no help of any kind which they would not have
received if the programme had not existed. In other words, the control group should not
receive any additiond help in terms of additiond information about sources of help,
preferential accessto other services etc. If they are given any help, then the introduction
of subgtitution bias means that a evaduation using a control group can be wor se than
using a comparison group in terms of scientific accuracy (Heckman and Smith 1995).
The treatment received by the trestment group must have no impact on the outcomes of
those in the control group (Blunddl and Costa Dias, 2000).

Thereisno differentid refusa or drop out between the two groups during the course of
the evaduaion. In redity, the commitment and enthusiasm of those receiving trestment is
likely to be greater on average than they are for those who have not recelved any
sarvices, and this means that datistical adjustment islikely to be required even with a
grictly experimentd design. (Blunddl and Costa Dias 2000) Thisis the case even
though not al familiestake up dl the services for which they are digible.

Those responsible for selection for the programme do not conscioudy of unconscioudy
manipulate digibility criteriato reduce the probability of assgnment to the control group
of “deserving” cases (Heckman and Smith 1995 cite examples from Norway and the
US where this has happened).

The counterfactua for measuring the cost-effectiveness of Sure Start will have three broad
strands.
The implementation evauationwill aim to estimate the level of services that would have
been ddlivered to children and families in the absence of the programme. Thiswill be
assessed using information on resource inputs from other services supplied by Sure Start
programmes supplemented by materia from the nationd surveys and case studies and
from nationa sources (for example CIPFA).



Theimpact evduation will draw on the community context information from the Sure
Start areas and the comparison (to be Sure Start areas) for socid capita and
environmental issues.

Outcomes for children and families will be compared with those of children in the
Millennium Cohort using statistical comparison methods. Moreover, because we will
have longitudina information for both groups, rather than having to use a snapshot for
the comparison group, Satistica comparisons can be the most accurate way of

ng the counterfactua (Blundell and Costa Dias 2000, Heckman 1979, Heckman
and Hotz 1989, Heckman and Smith 1995, Haduck et a 2000).

Additionality

Part of the measurement of the counterfactud is the issue of additiondity. The use of a
comparison group means that the main part of the impact evauation has been structured to
take account as far as possible of the deadweight effect.

However, there will dso be aneed to estimate the potentia effect of displacement on the
outcomes achieved in Sure Start communities. For example, school attainments could
improve because schoolsin the area were refusing to admit potentia low achievers, with a
consequentia negetive effect on schools in neighbouring aress.

Smilarly, measures to tackle offending behaviour or drug use in Sure Start communities
could lead to the displacement of those activities into neighbouring areas. The local context
andysiswill collect data which should enable some estimates to be made of the potentia
effects of such movements.
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SERVICESFOR CHILDREN AND FAMILIES: INPUTSAND OUTCOMES
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Substitution presents a certain amount of difficulty in thiskind of evauation. For example, if
part of the purpose of the initiative isto ensure that resources are directed towards children
and families in the greatest need, who may not previoudy have been aware of the possibility
of getting a particular service, there may be fewer resources available to other children. This
ismore likely to affect gpecidist servicesthan it isto affect the services provided within the
Sure Start programme itsdf. For example, asmall number of children may be referred to
mental hedlth services, where children from Sure Start areas will be receiving services from
the same sources and within the same budget constraints as children from other aress.

In addition, thereis the potentia for subdtitution in inputs, which will be measured as part of
the assessment of the cogt-effectiveness of the implementation. In particular, thiswill attempt
to measure whether resources and expertise used by Sure Start directly are concentrated in
Sure Start communities to the detriment of nearby communities, who thereby experience a
reduction in the volume or qudity or the services they receive. For examples professions
where there are widespread labour shortages, which include midwives, hedth vistors and
speech and language therapists, may be diverted from other areas to work in Sure Start
aress.

To some extent thisisadigtributiona question. Where part of the purpose of apolicy isto
improve fairnessin access to resources there may be a redistribution from less needy to
more needy groups. This carries the risk that outcomes will be worsened for childrenin
other aress. It isunlikely that it will be possible to measure this directly. However, the best
means of estimating subdtitution is likely to come from the community informant interviews.

A further complication isthat Sure Start is not intended to operate in isolation.

Although funding is only available within defined Sure Start communities, improvementsin
co-ordination between professiona service providers and in the management of services for
young children are likely to inform and influence practitionersin non-Sure Start areas. By
spreading the message about what can be achieved, it islikely that non-Sure Start aress,
particularly, but not only, thosein the same locd authority or hedth authority areaas a Sure
Start experiment, will be influenced by Sure Start practices. This means that in assessing the
cost- effectiveness of Sure Start, some of the changes that occur in non-Sure Start areas will
not be independent of Sure Start. The effect of this potentia source of biasislikely to bean
increase in the apparent costs and a reduction in the apparent benefits of Sure Start.



COST-EFFECTIVENESS

A standard cost- effectiveness analyss requires.
Definition of the objectives of the intervention
I dentification and cogting of al inputs
| dentification of outcomes
Quantification of outcomes
Comparison of costs with outcomes

In the light of resource congraints, it identifies those uses of resources which succeed in
meetlng their objectives with:
Economy — that is by making the least possible demand on overdl resources (in some
cases irrespective of theimpact on outcomes)
Effidency — that isthe use of the least inputs to achieve aparticular output. Thistermis
used herein its economic sense of achieving agiven leve of effectiveness at lowest cost.
But the term is often mistrusted in the socid policy field as a synonym for cuts even
though in economic terms the achievement of efficiency may reguire spending more
rather than less. It may be necessary to have a minimum threshold of spending to
achieve any outcome at dll.
Effectiveness - that is the achievement of improved outcomes. Improved outcomes
could take the form of improved levels of particular indicators (the number of admissons
to hospital, say). But they can dso take the form of dowing down the growth rate of an
undesirable indicator (crime rates, say).

These concepts will be familiar in loca government and the health service asthey are used
by the Audit Commission as part of its gpproach to measuring best value.

In the case of Sure Start the main challenge facing the cost- effectiveness evaduation (as
opposed to the cost-benefit evauation, see below) is the multiple objectives of the
programme. It can be particularly challenging to reate costs to outcomes when the
attribution of costs to particular outcomes is not necessarily clear-cut. Evadudtions of Smilar
programmes have encountered the same problem (Bertram and Pascal 2001).

For this reason, the cost-effectiveness (as opposed to cost- benefit) andysis will focus on the
achievement of performance targets and the costs of achieving them. However, to the
extent that the achievement of these targets can in itsdlf be indicative of savings generated in
other types of expenditure, then these will dso be taken into account, but the andlysisis
likely to be partial. In essence, the codst- effectiveness analyss will focus on the efficiency

and effectiveness in the use of resources in the implementation of Sure Start.

Themain information will be drawn from the monitoring and financia information supplied by
programmes to the Sure Start Unit, although the information will be checked and any

unusud figures will be queried. Thisinformation will be consdered dongsde implementation
and locad context indicators, including the level of services being ddivered by mainstream
programmes which help to darify the nature of the chalenge being faced by each
programme. In other words, it will concentrate on how well the implementation of the
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programme uses its resources. This information will be rlevant in the evauation of outcomes
aswdll, since few studies have consdered whether effectiveness varies according to the
atributes of the implementation (Reynolds et d 1997, St Pierre et d 1997).

Figure 1 indicates the key information needs for establishing the cost- effectiveness of the
programme. It isimportant to remember that Some outcomes cannot be quantified, or
indeed identified, but they are nevertheless important. One of the objectives of Sure Start is
to generate improved levels of socia capitd and sdf-confidence within deprived
neighbourhoods. While it can sometimes be possible to capture evidence that an
improvement (or deterioration) has taken place, there is no obvious scale on which the
extent of the improvements can be measured objectively. Moreover, while efforts should be
made to identify non-monetary opportunity codts (in thisinstance the diversion of resources
from other areas into Sure Start areas, S0 that children in other areas receive alower leve of
services), it isnot always possible to do so with accuracy or at all.

Costs

In the case of Sure Start, the measurement of the full cost of services targeted at children
under four and their families in the Sure Start areas has to include not only the activities
supported by the Sure Start grant, which are fairly straightforward to identify, but also Six
other strands:
Resources used or controlled by the Sure Start programme funded from other sources
(for example the use of accommodation or payroll services for which no chargeis made)
The costs of mainstream services that are provided for young children and their families.
The codts of other government initiatives based in the area that have amswhich are
shared with Sure Start (for example aHedth Action Zone initiative on teenage
pregnancy).
Services provided by volunteers
Centrd codts of the Sure Start Unit and staff employed by other organisations working
on Sure Start.

The maingtream services are diverse. They include routine hedth visitor services, socid
sarvices for children in need, family centres, hospita admissons, GP services, drop-in
centres, parent support services, specidist health services, library services, parent and
toddler swvimming sessons, nursery schoal, child care and Smilar services. In many cases,
these will be provided by organisations that are part of the Sure Start partnership, but
sometimes voluntary organisations will dso be involved. Sure Start is intended to be a means
of ensuring that these mainstream sources of support for young children are acting in
concert. Sure Start expenditure is on a much smaler scae than these other services, and is
therefore at best a supplement to them. As a consequence, it isimportant to establish the
scale of the task that Sure Start has to tackle in any particular area. 1n some areas, some of
these other services will aready be well established (for example books for babies or a
family centre with adrop-in service). In these cases, Sure Start funding is able to
concentrate on other services such as childcare or community-based parent support. In
other cases, Sure Start funds will be supporting more basic services. In the latter areasthe
Sure Start programme may be facing a greater challenge than in the former.
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In order to minimise the burden on programmes, in most cases these costs will be taken
from the information that Sure Start programmes supply to the Sure Start Unit. Asfar asthe
Sure Start grant itsdlf is concerned, these figures are likely to be reasonably accurate. An
gpproximate dlocation of inputs to particular output targetsis aready done by the Sure Start
Unit as amatter of routine. To the extent that local evauations address this issue, these
estimates can be used as a cross-check on the dlocations. More generaly, while no
dlocation islikely to be fully accurate, gpproximations with cross checks are a reasonable
way to proceed. Moreover, the number of programmesis large enough to accommodate
the estimation of reliable standard errors for the expenditure estimates.

In addition, as part of the implementation evauation, programmes will be asked about
resources that are made available to the programme by partnership or other organisations
for which no chargeis made. Some programmes are charged for central services (accounts
and payroll for example) whereas others have these provided free. Some programmes have
free premises whereas others are paying for them. Whether or not there isamonetary cost,
thereisaclam on resources that could be used in another way, and so it isimportant that
such resources should be properly identified.

In redity, some of those costs will not prove to be effective in influencing the outcomes at
which they are targeted, while otherswill in fact be achieving improved outcomes in other
aress that are not among the explicit targets. In the cost- benefit anaysis, thiswill be taken
into account, because awide range of outcomes will be consdered, but in the
sraightforward cost-effectiveness stage, we need to consder only the intermediate
objectives of the programme. Although dl programmes are obliged to address dll
objectives, some of them will be lessimportant in some areas because they sart from a
better basdline. Moreover, those that do address common objectiveswill not all dosoin
the same way, 0 that in addition to the costs of services provided, the cost-effectiveness
evauation will need to include information from the implementation evauation about they
types of intervention. This should provide some indication of the codt- effectiveness of
particular types of services, dthough it should be stressed that not al services will be
gopropriatein al areas. Thusin isolated periphera estates a community bus might be cost-
effectiveif it dlows children and families greater access to services available within the town
but outsde the Sure Start area. In areas with minority ethnic populations, the availability of
interpreters to work with the existing midwives and hedth vistors might be the most effective
way of improving the outcomes for infants.

Loca evauations are aso expected to ook at cost-effectiveness issues, and we would hope
to be able to incorporate some of thisinformation in the nationa evauation. However, the
gpproach we are taking to the implementation evauation will enable usto establish the key
ddivery featuresthat are most likely to lead to success or failure.

As Sure Start is an initiative that isaimed a communities as much as individuas, individud
children and families within the community will not necessarily receive defined and specific
"trestments’ (other than an initid early vigt from a hedth vistor). The objective of the policy
isthet there will be an improvement in the functioning of and outcomes for the whole
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community. Therefore, everyone in the community (children under four in particular, but
indirectly dl local residents) receives some sort of trestment even if they do not directly
receive any services as an individud. The programme isintended to generate externdities
and spillover effects.

This means that there will inevitably be interaction effects between the outcomes for different
members of the community. But Sure Start has achieved the improvements for dl of them.
These potentid effects mean that the standard satistical rules for andysis at the level of the
individua areviolated. Once one individua's outcome is dependent on someone else's
trestment it is Satisticaly impossible to attribute particular outcomes to particular
interventions. In the example above, the neighbouring child's improvement would be
assumed to have taken place in the absence of any intervention, and the outcome for the
child who recelved the intervention would be the only benefit attributed to the treatment.

Under these circumstances in order to assess the cost- effectiveness of the intervention, the
outcomes have to be measured a a community and not the individua level. We are dedling,
in the terminology of Harris (Harris 1985) with a socid macroexperiment. Many of the
issues that will be central to the assessment of the cost-effectiveness of the initiative, for
example areduction in offending behaviour or teenage pregnancy, should be influenced as
much, if not more, by changes in community culture and ethos as by the experiences of
particular individuds taking part in any particular prevention progranme.

Hitherto, the information provided by programmes to the Sure Start Unit about the value of
mainstream services and other area-based initiatives has been variable. However, the
evauation team have now provided guidance to programmes on what information should be
provided and thisis attached at Annex 1. Provided programmes follow the guidance, this
should produce sufficiently accurate estimates for evauation purposes. Where there are
doubts about a particular programme’ s return, this can be double-checked against CIPFA
information or other national estimates of unit costsif necessary

All costs need to be held constant in red terms. The trandation of current cogsinto regl
costs will be done using the GDP deflator. In addition, capital costs will be attributed to the
lifetime of the project, while future costs and benefits will be discounted (see below on cost-
benefit andyssfor afuller discusson of discounting).

Achievements of the programme

In the cogt- effectiveness andysis, the programmes will be evauated againg the targets that
have been set for them. These are what the programmes are spending their resourcestrying
to achieve, and these are therefore the basis on which they should be assessed. The data
for this are avallable from the programmes  monitoring returns to the Sure Start Unit.

The targets have been chosen by the Government as indicators that have been shown in
previous research ether in Britain or esewhere to be associated with improved longer-term
outcomes for young children. While the impact evaluation will assess whether or not they
genuingly do lead to better long-term outcomes, programmes are not at this stage being
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asked to concentrate their efforts on potentia long-term indicators. 1t will be for the cost-
benefit analysis outlined below to assess whether achieving those targets will lead to
improved outcomes and wider benefits.

The achievements will have to be consdered in context. I1n the same way that the
performance of aschool should be assessed on the basis of the outcomesiit achieves, in the
context of the abilities and circumstances of its pupils, so a Sure Start programme should be
assessed on the badgis of its Sarting point and the local community context.

While we do not propose to adjust achieved targets in the light of local circumstances, it is
probable that we will be able to group programmes to indicate the cogts of achieving
particular outcomes for groups of programmes in different circumstances. Since this element
of the andysswill be driven by the actud data, it is difficult to commit oursalves, a this
point, to exactly what we will do. However, the overdl am will be to messure efficiency
and effectiveness in achieving targets while taking account of the degree of difficulty faced by
individua programmes.

Savings

There may be some short-term savings in the provision of other servicesin Sure Start areas
as aresult of the programme. However, as along-term investment progranmeit is
unredligtic to expect that the savings will exceed the costs until the children reach
adolescence. The outcomes of early childhood interventions are inevitably long-term in thet
the purpose of the intervention is to improve ther life chances as adults. To the extent that
we are able to identify savings, these will be taken into account in the cost-benefit andyss as
outlined below.

Cost-effectiveness summary

The cost-€effectiveness andysswill involve building a database of al Sure Start programmes
which indudes
Information about the basdines from which the Sure Start programmeis Sarting
Information about costs of Sure Start services derived from the Sure Start Unit database
Information about costs of other servicesin the Sure Start area derived from the Sure
Start Unit database
Information about intermediate outcome targets derived from the Sure Start Unit
database
Information about the method and nature of the implementation derived from the
implementation evauation
Information about the operating environment derived from the Community Context
evauation

This database will then be andlysed to derive performance indicators for the efficiency and
effectiveness of Sure Start in terms of ddlivering services. The am will be to recognise that
in some areas the achievement of targets will require agreater input of resources thanin
others. Itislikely that thiswill require programmes to be grouped so that the use of
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resources and the achievement of targets by programmes in Smilar circumstances can be
considered together.

COST-BENEFIT ANALYSIS

Cost- benefit andysis differs from cogt- effectiveness andysis in that instead of comparing
target outcomes with thelr costs and the relationship between the two, it considers the whole
range of benefits achieved and attaches monetary vaues to them. These benefits include
those the programme is intended to achieve (which in the case of Sure Start are quite wide)
including those to the participants, their families, the local community, other third parties and
the wider community. It also includes other incidental and potentialy unintended benefits if
these can be identified. The cost-benefit evaluation will aso take account of additiona costs
which are incurred as aresult of the programme. For example, if young people who have
experienced Sure Start are more likely than otherwise smilar young peoplein other areasto
go into higher education, they will incur a higher educationa cost than otherwise, although
the benefitsin terms of their future productivity and earnings are likely to be higher aswell.

In theory the cost-benefit analysis can adopt a black box approach, and need not attempt to
evauate which parts of the intervention are most likely to produce benefits. Although in
practice, the cost-effectiveness dement of the evaluation will have produced some indicators
of which kind of intervention appears to be generating greeter savings, the US experienceis
that the timing of the benefits of different kinds of programme appears to differ. The benefits
of nursery education tend to emerge in adolescence and early adulthood, whereas hedlth
interventions can produce benefits more quickly. (Karoly et a 1998)

There are seven stepsinvolved:
- Measure the costs
Messure the effects
Edtimate the monetary vaue of the effects
Adjust for the effects of inflation by placing al costs and benefits in terms of constant
vaues
Discount future costs and benefits to take account of the opportunity costs of the use of
the origina resources
Identify the digtribution of costs and benefits across different groups (children, ther
families, theloca community and the wider public)
Undertake sengtivity anadyss

Not al outcomeswill have identifiable financia vaues which can be attached to them. For
example community perceptions of the degrability of the area, or the active engagement of
members of the community in civil society are both desirable outcomes, but are not reedily
trandated into monetary values.

Time and discounting

Itislikely that the timing of costs and benefits will differ. Generdly, the costs will occur
sooner and the benefits will occur later. Aswith dl experimentd programmes, thereislikey
to be an dement of front-end loading in the codting, in terms of gaff training and the
development of systlems and facilities. Many projects are building new centres for example.
These costs will need to be identified and where appropriate sporead over the intended
lifetime of an individud project. Otherwise thereisarisk that short-term costs will be over-
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esimated. Although in the long-term cost- benefit andys's these factors will be taken into
account by discounting both costs and benefits to a single year, thiswill not be true for the
ealy years. We believe that it will be important for the Government to have information
about the short-term cost-effectiveness of the programme. However, unless sart-up costs
are Joread over the intended life of the programme, thereisarisk that the costs will be
overstated, and therefore the cost effectiveness understated.

Generdly, abenefit nearer in the future is valued more highly than one which does not take
place until many years hence. There are anumber of theoretica discussons around this
issue, but the centrd feature is quite Imple: investing money in a programme producing
future benefits means a reduction in consumption now. Generaly, people are only willing to
reduce their current consumption if the value of the potentid future benefitsis greater than
the value of the present consumption which is being foregone. For this reason, it is standard
practice in cost- benefit evauation to gpply a discount rate to future costs and benefits (see
Layard and Glaister 1994 or Gramlich 1990 for afuller discusson of the principles). The
discounting formulais

congtant prices value of cost or benefit occurringinyearn | (1 + )™
wherer isthe discount rate.

Thereis along-ganding and continuing debate about the appropriate leve of the discount
rate. The standard rate for UK government spending isared (that is after taking account of
the effects of inflation) rate of 6 per cent ayear. Thisis chosen as an gpproximation to the
target rate of return on investment in the private sector less the risk premium that private
investment is confronted with. Other projects competing for Government funds will have to
apply thisrate, and it is therefore correct to gpply it to Sure Start.

It iswithin the standard range of 4 to 10 per cent applied by most practitioners. A higher
rateisjudified if there is an immediate scarcity of funds and where therate of returnin
dterndtive uses of those fundsis high. An example might be in a country like Chinawhere
the economy is growing quickly and there is a shortage of funds for investment to fud that
growth. Inthe USA, where capital shortages are less of a problem, rates of 4 or 5 per cent
are not uncommon. The cost-benefit anadlysis for the Perry Preschool project used arate of
3 per cent, which exaggerated the benefits because many of them took many yearsto
become apparent. (Weber et a 1978, Barnett 1996, Karoly et a 1998). The value of the
benefits up to the age of 28 would be $60,000 at 4 per cent, but only $20,000 at 6 per
cent. The cost-benefit analyss over the firg ten years had an internd rate of return of 3.7%.
In other words, the costs outweighed the benefits at 4% while the benefits only outweighed
the costs at 3% (Weber et al 1978).

The effect of discounting is to reduce future costs and benefits compared with the same
amountstoday. Using the above formula, we can deduce that a cost of £5000 incurred in
year 2 would have a discounted (ie base year) value of £5000, 1.06 = £3125. Smilarly,
increased earnings of £1500 ayear in year 25 would be worth £1500 | 1.06** = £370in
base year terms.

Thereisacertain amount of controversy over discounting in cost- benefit andyssin some
aress, paticularly when it involves depleting the assets available to future generations, or
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long-term environmental degradation. (See for example the discusson in Boardman et d
1996) The argument that a pound now isworth more than a pound in the future implicitly
places benefits to the current generation at a higher vaue than benefits to future generations.
In an intervention such as Sure Start which is designed to improve the long-term outcomes
for children by spending money in the short term, discounting is less controversd. Indeed,
snceit impliesthat the sooner some benefits are realised the more vauable they are, it may
be working to their advantage, since there is some evidence that positive outcomes at earlier
dtages are positively associated with positive outcomes &t later stagesin life. (Feingeinet d
1998; Schweinhart et a 1993; Olds et d 1998b; Currie and Thomas 1995)

Figure 2 summarises the likely sources of additiona costs and benefits which arise for
children, families, the loca community and the wider public in the short, medium and long
term. In some instances a cost to one group (for example parents' loss of socia security
benefits) is a benefit to another group (savings to taxpayers). It should be noted that tableis
presented for ease of understanding, not to facilitate caculation of the overdl benefits. Thus,
for example benefits to children include lower use of hedth services dthough the savings
from that benefit, and therefore the monetary vaue of the benefits actualy accrue to the
wider community as taxpayers. Asaresult the cdlls as they stand cannot be summed across
and down to produce an overal figure because that would involve double counting. In the
cost- benefit analysisitself benefits are only counted once, and where a benefit to one party
resultsin aloss to another (asin the case of taxes paid on higher earnings) the two are
offset. (Gramlich 1990; Layard and Glaister 1994)

The didribution of benefits mattersin two ways. Conventiond evauation considers the
differences between the mean outcomes for those in receipt of services and those who do
not get them. However, if in redity the mean in the treatment group is driven upwards by the
outcomes for a smal number of people, and in most cases the trestment has no effect at all,
then there may be doubts over the vaue of the programme even if it passes a conventiona
cost-benefit test. (See Heckman et a 1997, Dreze and Stern 1987)

In addition equity is an issue because a programme could pass afull-cost benefit test, but
might only benefit the better off, so would involve regressive financid transfers. It istherefore
important to establish where the costs and benefits fdl for different groupsin society.
Traditiona theory of economic welfare would require that nobody is made worse off by an
intervention, in other words the benefits exceed the costs for dl parties, including taxpayers.
Thisis known as the Pareto rule. In practice the Pareto ruleis very rarely met, and it is
more usud to gpply an dternative formulation known as the Hicks-Kador rule. Thissays
that if the net benefits to the gainers are such that they could compensate the losers and il
have net gains, there is a net benefit to society as awhole and the project could proceed.
Of coursein practice the gainers rarely do compensate the losers because there are not
often mechanisms available to secure this. Thus a congderation of the ditributiond effects
of an intervention remains important. Moreover, it is not clear that we would count Sure
Start as a successif there were no long-term benefits to the children themsdlves, even if
there were benefits for the wider community.

Costs
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For the most part the information about costs from the database for the cost- effectiveness
andysiswill be used for the cost- benefit anayss. However, information collected during the
course of the implementation evaduation will be particularly important in the estimation of
opportunity costs, that is non-monetary costs which need to be taken into account because
they represent losses in the availability of resources for other uses.

Sure Start communities could be receiving support at the expense of other neighbouring
communities (subgtitution in economic terms). This could be ddliberate - alocad authority
could reduce the number of gaff supporting provison in a neighbouring arealif they thought
that there might be scope for families from that area being able to use Sure Start funded
provison instead. An example might be atoy library. But it could be inadvertent. For
example, professiona postsin Sure Start teams could befilled at the expense of vacancies
and reduced services to other neighbouring communities because of shortages of
professond gaff and difficulty in attracting people to work in neighbouring areas compared
with the chalenges and opportunities of working with a Sure Start team. Hedlth vistorsarea
long-standing skill shortage profession, and there are shortages of social workers, peech
and language therapists, nursery nurses and childminders in many areas. Midwives, who play
akey rolein antenatal care, and hence the low birth weight targets, are aso subject to
shortages. Information about unfilled vacancies in the wider locdlity will therefore need to be
collected.

In addition, the pattern of referras of young children in Sure Start areas to specidist
sarvices, epecidly hedth rated services might change. It islikely that there will be more
referrds of younger children. While this may result in savings later on, the effect isto
increase expenditure in the short-term.  Information collected in the course of the case
gudies and thematic sudies, as part of the implementation evauation will be used to
estimate the potential scae of these additiond costs.

However, most of the costs of the services which children in Sure Start areas are likely to
consume over and above what they would have done in the absence of the programme will
be included in the costs of Sure Start or other related services, particularly nursery education
and child care. Thisinformation will be available from the Sure Start Unit.

Benefits

Sure Start funding provides support and servicesto individua families over afour-year
period, while the children are under school age. However, the intervention is designed to
improve the functioning of communities over alifetime, and to reduce the intergenerationa
transmission of socid excluson and disadvantage. Thisimplies that the period over which
the benefits are expected to be seen is very long indeed. Over the long term it is clear that
the evduation must address these long-term issues, and the information required for the
measurement of relevant outcomes for the initiative must be built into the design of the cohort
study and for comparative purposes by the nationa Millennium cohort.

Savings can only be measured as part of awell-established (or at least reasonably plausible)
counterfactud. Estimates of savings aswell as costs will be subject to measurement error,
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and to the extent that savings are estimated, there will need to be sengtivity analysis around
them.

Monetary vaues will be attached to savings using one or more of three methods:
Savings based on increased income will wherever possible be based on direct
measurement of the income of families
Savings based on lower service usage will be estimated using localy estimated unit costs
for the servicesin question wherever possble
Where locd estimates do not exi<t, savings will be estimated using nationa estimates of
average costs

This recognition about the potentialy long timescale before benefits exceed codsis
important. The two cost-benefit evauations of early childhood interventions in the United
States which were assessed as being methodologicaly reliable by the RAND study (Karoly
et a 1998) (the ElImira nurse home vigting programme and the Perry Preschool) had very
different timescaes for the achievement of net savings. The Elmira programme produced
amdl net savings for high risk children by the age of four, mainly as a consequence of
improved infant health because of better care in pregnancy and reduced prenata smoking
among single teenage mothers, and alower incidence of child abuse because mothers were
better able to read the sgnas from their babies. Longer-term savings, however, were due
to improved life chances for young single mothers leading to lower welfare and crime costs
for them rather than for their children. Moreover, for lower risk children costs exceeded
benefits up to the most recent assessment at the age of 15. Furthermore, the replication of
the Elmira programme in Memphis did not produce savings, even among high-risk groups,
possibly because smoking rates were much lower among women in Memphis (Oldset d
1993, 1997 1998b). The Perry Preschool programme, which will have underestimated
some benefits because it did not measure any outcomes for parents or any hedth outcomes,
first reached the point where the benefits exceed the costs when the children were aged 20
(Karoly et d 1998). In the case of the CCDP where measurement only took place over the
fird five years, there were no effects on children and familiesat dl (St Pierreet d 1997). In
the case of Early Head Start, there have been no benefits for child or parenta hedlth or for
parenta employment (Early Head Start 2001).

A recent UK evaduation of early years provison, which produced an estimate of avery

rapid payback period, is acknowledged by the authors not to be based on firm evidence
about the aternative services that families would have consumed in the absence of the
programme. The view of the evauatorsis that the payback could be as high asthey
esimate, but they are not yet in a postion to judge that it actudly is. In particular, they base
ther estimate on savingsin socid services provison (Pasca et d. 2001). It is our experience
that socia services departments are currently concentrating their resources on child
protection cases, and that relatively few services are being provided to other childrenin
need.

In our design for the cost-benefit evauation of Sure Start we have the advantage of being

able to draw on the experience of others, particularly the Perry Preschool eva uation and the
evauation of the Elmirahome visting programme. Each of these programmes collected
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evidence on issues that the other ignored, and in each case there were some important
benefits under these headings. It is our intention to ensure thet as far as possible we do not
fall to callect information which might be important in the calculaion of finencial benefits,
particularly in the short-term, that is the period covered by this evauation contract.
Generdly speaking the benefits from any human
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SOURCESOF POTENTIAL QUANTIFIABLE BENEFITSAND ADDITIONAL COSTS

BENEFICIARY SHORT TERM MEDIUM TERM LONG TERM
CHILD Lower use of health services Lower use of health services Higher earnings
Greater use of specialist health services (-) Lower use of special education Lower use of health services
Greater use of nursery education (-) Lower use of social services Increased time spent in full-time education (-)
Greater use of child care (-) Lessinvolvement with criminal justice system | Reduced receipt of social security benefits (-)
Greater use of play and library facilities (-) Lower level of teenage pregnancy Lessinvolvement with criminal justice system
L ower use of social services Lower level of early or unwanted pregnancy
PARENTS Fewer unplanned pregnancies Fewer unplanned pregnancies

Lower use of health services

Lower level of domestic violence

Lower use of child protection services
Increased earnings

Improved skill levels

Lower use of criminal justice system

L ower receipt of social security benefits (-)

Lower level of domestic violence

Lower use of health services

Lower use of child protection services
Increased earnings

Improved skill levels

Lower use of criminal justice system
Lower receipt of social security benefits (-)

LOCAL COMMUNITY

Improved access to public services

Lower rates of crime

Greater quality of daily life

Improvement in property values

Greater commitment to education and training

Improved access to public services

Lower rates of crime

Greater quality of daily life

Greater commitment to education and training
Improvement in property values

Higher levels of economic activity and
employment

Improved access to public services

Lower rates of crime

Greater quality of daily life

Greater commitment to education and training
Improvement in property values

Higher levels of economic activity and
employment

WIDER SOCIETY

L ower expenditure on health and social
services

L ower expenditure on social security

L ower expenditure on criminal justice system
Increased tax revenue

Lower expenditure on special education,
Lower expenditure on social services

Lower expenditure on health services

Lower expenditure on social security

Lower expenditure on criminal justice system
Lower coststo victims of crime

Increased tax revenue

Lower expenditure on health

Higher expenditure on education (-)

Lower expenditure on social security

Lower expenditure on criminal justice system
Lower coststo victims of crime

Increased tax revenue
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capitd investment are of two kinds: positive outcomes which generate increased output,
income and tax payments, and a reduction in the level of negative outcomes which generates
savings of resources in deding with the consequences of those outcomes.

Potential short-term benefits

To the extent that short-term positive outcomes which can be trandated into monetary terms
are likely, these will relate to factors which generate improved earnings capacity in the
parents rather than improvements in the well-being of the children themsdves, which will be
asepping-soneto later benefits. Asfar as the children are concerned, the most likely
source of potentid benefits is from savings in expenditure in other aress.

In the firdt five years of the programme, cost savings are likely in the following aress.

- Reduced hedlth care cogts for parents and children as aresult of reduced emergency
admission to hospitd, lower levels of smoking, improved mental hedlth of parents, lower
levels of domestic and child abuse, fewer low birth weight babies and lower levels of
substance misuse
Reduced cogts of socid servicesinterventions for child abuse and children in need
Lower socia security payments and increased taxes paid by parents (although these
represent alossto parents)

Reduced crimind judtice system costs as aresult of reduced involvement in crimina
activity on the part of parents

Benefitsto parents

Children’s life chances can be improved if some of the risks associated with their parental
environment can be reduced. The development of adults skills can lead to improved
longer-term outcomes for children because it leads to higher income and greater sdlf-esteem,
which are known to have an effect on children’s outcomes at school.

Sure Start can produce short-term benefits for parents through three main routes.

- Higher employment rates as aresult of improved hedlth, increased sdf-confidence,
greater availability of child care, or improved skills
Improved health through access to better advice
Reduced crime, domestic violence and substance abuse

We know that families in the Sure Start areas will be disproportionately drawn from groups
with a high incidence of poor qudifications, lone parenthood, and dependence on state
benefits. We know, for example, that three-quarters of adults dependent on income support
smoke, compared with under atenth of the population asawhole. Smoking both increases
the poverty of these families and damages their hedth (Dorsett and Marsh 1998).

British poor families, especidly lone mothers who are not working, face aspird of hardship,
poor hedth and low morde. Thosein severe hardship are three to four times more likely to
suffer low morale compared to those not in hardship. The incidence of depression is higher
among less skilled socid groups, people who are unemployed and people who look after
the home. A third of out of work lone mothers reported along-standing illness or disahility in
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1999 and a third have children with hedth problems. (Howarth et d 1998; Finlayson et d
2000) US evduations that have measured mothers menta hedlth have found high rates of
depression and low sdlf-esteem (see for example, St Pierre et d 1995).

Out-of-work lone parents have few qudifications. Only 54% have any academic
qudifications and only 38% have vocationd qudifications. A third have nonea dl. (Bryson,
Ford and White 1997) Improved sdlf-esteem among lone mothers has been shown to
increase their participation in vocationd training which in turn is likely to improve their job
prospects (John et d forthcoming). However, even quite low paid work can produce
ggnificant net benefits. Haduck et a (2000) estimate that the overdl economic benefit from
the part-time employment of alone parent is around ££8,700 ayear.

A reduction in either smoking or the incidence of depression can produce rlatively rapid
savings in hedlth costs as well as increasing the probability that a parent will be able to work.
We know from other research that one of the reasons for the low employment rate of lone
parentsistheir own poor hedth (including stress-related illness), or that of their children
(Ford, Marsh and McKay 1995).

The breskdown of maritad and cohabiting reationshipsis associated with ahigh leve of
cogts, particularly socia security costs for lone mothers and their children. Those who have
children a an early age (especidly premaritaly), who marry young, or who have had a
previous relationship bresk down are at the highest risk of relationship breskdown (Clarke
and Berrington 1999). There is dso evidence that low income is associated with a higher
risk of marita breakdown. (McAllister 1999) These influences are likely to be relatively
common in Sure Start areas. To the extent that Sure Start hel ps young parents to cope more
effectivdy with their young children, it is possible that their relationships will have a higher
chance of surviva than those in other aress.

Domedtic violence is expensve aswell. It impaoses cogtsin terms of hedth services,
housing, socid security and the crimind justice system. Nationally between onein every ten
and one in twenty women experience domestic violence in any one year, and around 1 in 4
a some point in their lives. (Mirrlees-Black 1999; Stanko et a 1998: Mooney 1993;
Dominy and Radford 1996; Henderson 1997) Onein five lone parents had been injured by
apatner inthe last year of ther reationship. (Finlayson et d 2000) Generdly, the incidence
is higher among younger women and thase who have children. Women living in socid
housing are twice as likely to be victims of dometic violence as those living in owner
occupied housing. Those whose household incomes were under £5000 a year were three
times more likely to be victims than those in higher income groups (Mirrlees-Black 1999).

Given the age, income and housing circumstances of mothers of young children in Sure Start
aessitislikey that up to oneinfive of themislikely to have recent experience of domestic
violence. In aquarter of cases, her children will aso have been victims, and in three-quarters
of cases, their children will have witnessed a |east one violent incident (Abrahams 1994).
The cost of providing criss services for victims of domestic violence has been estimated to
be £7.5 million ayear in Hackney aone (Stanko et d 1998).

23



Benefitsto children

Asfar as children are concerned it isimportant to evauate not only benefits to the children
whose families are direct recipients of intervention or support from Sure Start. It isaso
important to eval uate the benefits to other children as wdll. Sure Start isintended to improve
the functioning of whole communities aswell as help to overcome individud disadvantage.
Other children can be expected to benefit both because parents share information with each
other (for example about accident prevention techniques or ways of dealing with tantrums)
and because children interact with each other. For example, if Sure Start intervention
improves children's ability to concentrate, to share or to listen, that will be of benefit to other
children in the same group at nursery school, who have dready developed those skills as
individuas, but whose ability to benefit from them would otherwise have been limited either
by the diversion of adult attention onto more difficult children, or by the distractions to their
attention crested by those children.

In the short-term the likely benefits to children which can be quantified fal into two main
groups are mainly related to health and socid services usage. For ingtance, we know that
haf of al child admissonsto hospita are aresult of accidents (Botting 1995). We dso
know that a paediatric in-patient hospital day costs £310 (Netten and Curtis 2000), so it
should be possible to estimate the savings generated by a reduction in hospital admissions.
Currently mogt of those seen by specidist child and adolescent menta hedlth services are
over the age of twelve, but some are under four, and there are marked variations between
aeasinterms of the leve of service avallable (Audit Commission 1999b). It ispossble that
Sure Start will increase the number of early referrds, which may have the effect of reducing
the number of later referrds by which time problems have become more difficult to treet.

Children who are looked after by local authorities are disproportionately drawn from
families dependent on socia security benefits and those with teenage mothers. Bebbington
and Miles (1989) found that the risks of entering loca authority care are three times greater
for children from families on income support, and at least twice as high for those whose
mothers were under 21. To the extent that there can be areduction in looked after children
drawn from the Sure Start areathere are likely to be savings generated. For example, 9 per
cent of children with mentd health problems are looked after (Audit Commission 1999b).

A Depatment of Hedlth study found that one in Six children have been severdly punished by
their mothers at some time (Department of Hedlth 1995) and three-quarters of them had
been hit in the last year. It is known that there is an association between poverty and child
abuse, s0 that the incidence of child abuse in Sure Start areasis likely to be above the
nationd average (Knagpp and Lowin 1998). The cost of deding with the aftermath of child
abuse in terms of statutory enquiries etc has been estimated to be around £1 billion a year.
(Nationd Commission of Inquiry into the Prevention of Child Abuse 1996) However, for
socia services costs measurement is currently arelatively underdevel oped field compared
with education and the crimind justice system. The current Department of Hedlth initiative
on measuring the cost-effectiveness of servicesfor children and young peopleislikely to
produce alarge amount of relevant data by 2002. One US estimate puts the cost of each
incident of child abuse at $57,000 (Miller et a 1996).
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One US programme of nurse home visits reduced the incidence of child abuse and neglect
by 46 per cent up to the age of four. This appeared to have come about because parents
had become better at reading babies signals. For mothers most at risk — poor and single—
there was 79 per cent less abuse up to the age of fifteen (Olds et a 1993, 1998b).
However, these outcomes were not replicated in any other studies (Gomby et a 1999,
Karoly et a 1998).

In generd, it islikely that the benefitsto children in their early years will be cognitive, socid
and emotiond. These are dl important — indeed, they are the primary purpose of the
programme — but they are not readily amenable to monetary vauation.

Benefitsto the local community

The locd community should benefit from lower pressure on the locd hedth services and
from reduced levels of crime. There are dso likely to be important benefitsin terms of
socid capitd and community functioning, which will be assessed as part of the community
context evaluation, but these are unlikely to be able to be trandated into monetary values.

Benefitsto thewider public

The wider public will benefit from Sure Start as taxpayers to the extent that there are savings
on public services, reduced socia security costs and higher tax receipts. Thereis, however,
an important caveet here. It is conventiond in evauations of socid interventions to assume
that higher rates of employment on the part of parents are not a the expense of the
employment of other people. In the evaduation of labour market interventionsiit is usud for
an edimate to be made of subgtitution, thet is the extent to which the employment of one
individual means that another person becomes or remains unemployed. In the longer term
thisis generaly acknowledged not to be an issue, asthe leve of overdl economic activity
generdly adjuststo a higher leve of productive potential and more people are employed
overdl. However, in the short term in alimited geographica area there may be some
displacement.

Potential Medium-term Benefits and Costs

If, as seems likely, athough not inevitable, the short-term costs are higher than the short-
term benefits, the evaluaion will estimate the leve of savings that must be achieved in the
medium and long term in order to achieve apogtive balance. Thereis evidence available
from previous studies on the relationship between family circumstances and early childhood
outcomes and later outcomes for children and young people. One cavest isthat these
relationships are associations rather than evidence of causation. Thisisaparticular problem
when severd factors associated with adverse outcomes are themsalves highly correlated.
For example, early motherhood, relationship breakdown, lone parenthood, poor educationa
qudifications, low income, living in socid housing and smoking are dl strongly correlated.
Thismeansit is difficult to esimate the effect of changing any one of these factorsin
isolation.
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The current evauation of Sure Start is only committed for the first Six years, so it will focus
on the outcomes for children, families, the loca community and the taxpayer set out above
and in the first column of figure 2. However, it has been designed in order to enable
medium- and long-term evauation to be built onto the data collected in the initid stages. It
is, therefore, useful to look forward to consider what other potential benefits might emergein
the medium term, that is the time during which the children are till of compulsory school

age. Their human capitd is till being developed in the education system, and they are not
yet earning. They are, however, beginning to take actions — both pogtive and negative -
independently of their parents.

In the light of the information currently available about the rdaive sze of the different
influences on the outcomes for British children, we do not believe that it is likely that we will
be able to produce predictions about the possible medium-term outcomes from the
developments we will have seen over the first few years, dthough if it is possible we intend
todoso. (Infactitisonly inthelast few years snce US researchers Sarted to use the
Nationd Longitudina Survey of Y outh to andyse some of these questions that there has
been any US data other than on small- scae experimentd samples, mainly of poor African
American children.) In Britain there are currently three potentia data sets which are likely to
be of use: the Nationa Child Development Study cohort of people born in 1958, whose
educationa experience took place in the 1960s and 1970s; the 1970 birth cohort whose
education took place during the 1980s and 1990s and the British Household Panel Survey.

The lagt of these three is beginning to have more potentia for our purposes sinceit holds
some retrospective information and because it contains children of al ages, thereis now
some evidence becoming available about the relationships between outcomes at one age and
outcomes at alater age. However, becauseit isagenerd longitudind household survey it
only contains limited data on children’s achievements. The other two have awide range of
gopropriate data, but given the growing evidence about the importance of the socid capital
within the local community context for outcomes such as delinquency and early childbearing,
itisnot clear that it is reasonable to draw inferences for the potential outcomes for today’s
young children based on these data. Moreover, predictions derived from one of these
surveys (for example on the relationship between nursery education and later educationa
outcomes (Feinstein 1998) can be contradicted by relationships derived from the other.
There have dso been sgnificant changes of emphagsin the education system, which may
have had differing effects on different groups of children, but about which we till have
limited information.

Onthe bass of currently available data we bdieve our ability to predict is extremdy limited,
but we hope that as additional evidence becomes available we will be able to draw on that
and make some suggestions about the potentid for medium-term outcomes. Nevertheless
we believe that thereis no red subgtitute for following children through adolescence to see
what their actual outcomes on key educationa and socid indicators are.
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Educational attainment

Some evduations of early years interventions have shown improvements in cognitive
developments, but in relatively few cases have these persisted throughout children’s school
careers (Barnett 1995; Reynolds and Wolfe 1997; Ramey and Ramey 1992). This was
originaly thought to point to failure of the programmes, but the consensus now is that early
childhood interventions boost children’s confidence and socid kills, which gives them a
better foundation for being successful a school (and subsequently in the workplace). It is
the socid skills and improved mativation, which lead to lower levels of specid education and
grade retention and higher rates of high school graduation in children exposed to early
childhood programmes. (Schweinhart et d 1993; Heckman 1998; Currie and Thomas
1995; Reynolds et a 1997; Barnett 1995)

If early childhood interventions had been shown to have an effect on 1Q, which can be
measured, then it would have been possible to estimate the potentid effect of that on school
outcomes, since there are many estimates of the relaionship between cognitive ability and
school achievements (see for example Harmon and Walker 2001). However, socid skills
and motivation are harder to measure. Moreover, the hypothesisthat it is socia killsand
motivation which has the key role to play in boosting school performance has not often been
tested againgt any data. Where it hasit has not always been supported. Feinstein (2000)
finds that sdif-esteem at age ten is not associated with school outcomes at age 16 or 18,
athough anti-social behaviour is. But it is not clear what the direction of causdity is here,
Do children rated as anti-socia do lesswell at school or do children become anti- socid
because they are not doing well? Generdly, therefore, the socid skills argument remains a
hypothess. Therefore, for both these reasons, in terms of predicting medium-term
outcomes for children it does not serve any practica purpose.

More encouragingly, the evidence aso suggests that school performanceis closdly reated to
the leve of interest and support that parents show in their children’s education, and to the
nature of children’s peer groups and that parenting education does increase parents’ interest
in their children’s schooling. (Barnett 1995; Feinstein 2000; Haveman and Wolfe 1995;
Feingtein and Symons 1999; Ermisch and Francesconi 2001; Hill and O’ Nelll 1994;
Shumow et a 1997; Osborn and Millbank 1987; Rodgers and Pryor 1998; Dyson and
Robson 1999; Plowden Report 1967).

If children in Sure Start areas receive on average greater parentd interest and
encouragement at school than comparison children, they are likely to have better school
outcomes. However, the Size of the effect is not well established as yet, not least because
the studies that have been done often rely on teachers assessment of parental interest, and
these have not been done in consstent ways. In addition, it was unfortunate that the key age
16 sweep of the 1970 birth cohort coincided with industria action by teachers, so that no
teacher assessments were made for that group.

Feingtein et a (1998, 2000) estimated that cchildren of parents who are interested in their

education do about 20 per cent better than those whose parents are not interested other
things being equd. However, he found that the effects of having atended nursery school
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were positive for the 1958 birth cohort and negative for the 1970 cohort, when awider
sociad mix had nursery experience. Aswith Sure Start we are likely to be taking into
account increased nursery school atendance aswdll as potentialy increased parenta
interest, we probably do not as yet have a satisfactory basis for projecting school
achievements based on children’s position at the age of four or five.

There are educationd outcomes other than qualifications which can dso result in cost

savings. Theseinclude
A reduction in the number of young people excluded from school.
Permanent exclusion from school costs an average of £7420 in the first year (Parsons
1996). Each young person in a Pupil Referral Unit costs £5,000 per year more than a
young person in mainstream educetion, but this underestimates the cost because
provison is often only avallable part-time. A full-time place costs more than £7,000 a
year more. At present speciaist units and home tuition cost less per head than pupil
referrd units, but thisislikely to be affected by the Government’ starget for al excluded
pupils to have dternative full-time provison. Full-time home tuition would cost nearly
£30,000 ayear (Audit Commission 19994). Estimates suggest that between 60 per cent
and three-quarters of excluded pupils offend compared with only athird of those who
are not excluded (Fletcher et d 1998; Social Excluson Unit 1998)
A reduction in truancy levels
Truancy leadsto direct cogtsin terms of follow up and possible prosecution of parents.
It also leads to worse educationd outcomes compared with pupils of asmilar
background who do not play truant (Dolton et d 1999, Gregg and Machin 1998).
Thereis dso an association between truancy and offending. Half of al truants commit
crimind offences, but only a quarter of non-truants (Fletcher et d 1998). Those who
have committed truant while a school are more likely to be unemployed in early
adulthood (Dolton et d 1999, Gregg and Machin 1998)
A reduction in the number of children needing special needs provision.
The process of drawing up a statement of specid needs costs £2,630 on average
(Coopers and Lybrand uprated from 1995 prices). Each hour of individud tuition for a
gpecia needs pupil in a mainstream school or home tuition costs £22.
A reduction in the number of children requiring remedial teaching.
Small group tuition for four children in amainstream school costs £6 per hour per child.
A reduction in vandalism
Thisimproves the qudity of the educationa experience for dl children attending loca
schools.

Crime

Y outh crime costs public services £1 billion ayear (Audit Commission 1996). To this needs
to be added the costs for victims and potentia victimsin terms of actua |osses and costs of
protection from crime. 40 per cent of crime is committed in only 10 per cent of areas, and
Sure Start areas are more likdly to be in high crime than low crime aress.

Children in Sure Start areas are a grester than average risk of delinquency in adolescence.
The risks are increased by low income, poor housing, living in physicaly run down and
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socidly disorganised areas. Other risk factors are poor cognitive ability, poor school
attainment, parental conflict and broken families, poor parental supervison, harsh and erratic
discipline, being the victim of abuse, impulsveness and hyperactivity and having ddingquent
friends (Farrington 1996; Rodgers and Pryor 1996; Knapp and Lowin 1998; Y oshikawa
1995, Miller et d 1996; Audit Commission 1996)

The large net benefits from the Perry Preschool evauation were based on reductionsin
offending behaviour both in adolescence and adulthood. Some of the assumptions used in
the monetary calculations are dubious* but there were dlearly significant reductionsin
frequent offending. (Schweinhart et a 1993) However, other preschool programmesin the
US (particularly EImiraand Syracuse University) dso had effects on offending. (Olds
19983, 1998b; Y oshikawa 1995)

Itislikely that Sure Start will have an effect on offending behaviour in adolescence by the
children living in the area, but the relationship will be difficult to predict because of the
multlple pathways through which it is likely to operate. These include:

Improved parentd supervison

More congstent parenta discipline

Less child abuse

Lower leves of offending behaviour by parents

Fewer delinquent peers

Better attainments at school

Better community environment

Better aternative opportunities

None of these factors have clear enough probabilities attached to them for it to be possible
to predict how areduction in one or more dements can pass through into offending
behaviour, particularly asthey are so closdy related so thet the different effects are difficult
to disentangle statisticaly without very large samples. Most studies of offenders are smdll.
The Cambridge study led by Professor David Farrington, which iswidely quoted
worldwide, is based on following up 411 working class boys from Lambeth over aperiod of
more than 30 years.

Thus athough at the end of the first stage in the evauation, it may be possible to point to
reductionsin risk factors for deinquency, it isunlikely that it will be possble to estimete the
gze of the effect of the programme as whole.

Crime reduction islikely to play an important role in the cost-benefit caculation for Sure
Start. For example, the latest Home Office estimates show that atypica resdentid burglary

! Because victim surveys indicate that there are five crimes for every arrest, it was assumed that each
averted arrest of members of the intervention group resulted in five crimes being averted. It wasthese
five crimes that were used as the basis of the estimates of the costs, both direct and indirect to victims.
(Barnett 1996) However, this assumes that those likely to be arrested are “average” criminals, whereas
the distribution of offencesis known to be heavily skewed. (Y oshikawa 1995) Without evidence about
the frequency of offending by those arrested in both groupsit is difficult to argue that this estimate can
bejustified, particularly in view of the magnitude of itsimpact on the whole calculation.
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costs £2300. Thisincludes £1000 lossto the average victim, but a further £1300 in crimina
justice system costs and the cost of additiond security purchased by potentid victims. A
typical car crime cogts around £1100. (Dhiri and Brand 1999) The processing costsleading
up to the conviction and sentencing of ayoung offender by the courts are £2,500 (Audit
Commission 1996).

In the US, crime accounts for 3 per cent of medica expenditure, including at least 10 per
cent of menta hedth expenditure. Moreover, people who were abused as children commit
13 per cent of crime. (Miller et d 1996) Smilar estimates have not been made for Britain,
athough the incidence of violent crimeis lower and mentd hedth services are less reedily
avalable. Neverthdess, it islikely that crime reduction can lead to reductionsin hedth
expenditure aswell.

Teenage pregnancy

Socid norms within the family, the peer group and the community play an important part in
teenage pregnancy. Teenage pregnancy rates are three times higher anong thoseliving in
socid housing than for otherwise smilar young people living in owner occupied housing
(Evans et a 1992; Botting et a 1998). Recent research has also shown that both poverty
and parental divorce are strong predictors of early motherhood, especidly where divorce
occurs relaively late in childhood and a stepfamily is created (Gregg and Machin 1998;
Ermisch and Francesconi 2001; Rodgers and Pryor 1998; Socid Exclusion Unit 1999;
Haveman and Wolfe 1995).

The avoidance of teenage pregnancy has the potentia to generate savingsin a number of
ways. Firg, interms of hedlth spending, teenage mothers tend to have poorer antenata
hedlth, are more likely to smoke, and have lower birth weight babies and a higher risk of
infant mortaity than older mothers. Their children have a higher risk of dying before the age
of three, and of being admitted to hospital as aresult of gastro-enteritis or an accident. The
mothers themsalves are three times more likely to experience post-nata depression. Thereis
a0 an association between teenage pregnancy and mental health problems more generaly.
Although the direction of causdity is not clear, it is possble that a reduction in teenage
pregnancy rates could lead to lower expenditure on menta hedth services, and dso on the
potential consequences of mentd illnessin terms of employment (Socid Excluson Unit
1999).

Second, teenage mothers finish their education early, so that they gain reatively few
qudificaions, which puts them at a disadvantage in the labour market. Third, teenage
parents have an exceptiondly high rate of relationship breakdown, so they are generdly
bringing up their children on their own. This combination makes them disproportionately
likely to be dependent on state benefits. Finaly, the outcomes for the children of teenage
parents are generdly worse than those for other children, not least because they are usudly
brought up in poor households.

Health
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To the extent that Sure Start improves children’s hedlth in their early years, for example a
reduction in the level of asthma, there are likdly to be savings running through into later
childhood and adolescence. Smilarly, the numbers receiving speciaist mental hedlth
sarvicesrise with age (Audit Commisson 1999b). Each hour of child guidance costs an
average of £34 (Netten and Curtis 2000). Substance misuse is dso likdly to be an issue with
some young people in these age groups and a reduction in the prevalence may result in
reduced hedlth costs (for example areduced likelihood of being involved in afight and
requiring hospital trestment).

Potential costs and benefits in adulthood

Some of the factors which are rdlevant for the medium term (for example reductionsin crime
and improvements in physicd hedth) are dso likdly to be rdevant into adulthood. However,
the key indicators a this stage will become employment and earnings.

Education

Itislikely that between the ages of 16 and 25 education costs for children in Sure Start
areas will be greater than those for comparable children from other areas because more of
them will choose to say in full-time education for longer periods. For example, US
evidence shows greeter rates of high school graduation not only for Perry Preschool
children, but aso for children who received Head Start which is amass programme
(Schweinhart et d 1993, Currie and Thomas 1995). Thisislikely to be the largest dement
of costs which will need to be added to the origina costs of services to the children and their
families during their early years. However, thereis extendve evidence available about the
effects of an additiond year’s education on subsequent earnings (Harmon and Walker 2001
review this). The additional years of education are likely to increase the probability of
achieving qudifications from GCSE upwards.

Employment and earnings

Itislikely that children living in Sure Start aress are likely to have a higher probakility of
employment than children drawn from smilar backgroundsin other areas. Thisislikdy to
come about through severd different routes. From the point of view of the individud:
- They may have better qualifications
They may have better psychological health, social skills and motivation
Feingtein (2000) found that many indicators of psychologica and socid capitd at age
ten were Sgnificantly associated with earnings and unemployment outcomes in early
adulthood. However, not al the expected indicators were significant. For example,
boys rated as anti-socid by their teachers had earnings that were no lower than those of
others.
They may have better health
Orein five unemployed people under the age of 25 have an activity limiting hedth
problem, compared with only 3 per cent among the population as awhole; therefore
improved hedth outcomes are likely to affect employment outcomes (Stafford et d
1999).
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They may have fewer adverse human capital indicators (eg crimind convictions,
record or truancy or time spent in prison) which are known to have an adverse effect on
employment prospects (Gregg and Machin 1998; Fletcher et d 1998; Dolton et d
1999).

From the demand side of the labour market, the probability of unemployment is influenced
by loca labour market conditions. Someone who would have no difficulty getting ajobina
tight labour market in say Reading or Cambridge might have greater difficulty somewhere
like Merseyside or Tyneside (see, for example, Dolton et a 1999). To the extent that Sure
Start improvesthe socid capital of the areasin which it is operating, it should influence the
probability of regeneration and economic improvement aswell. Thus, even if Sure Start
were to have no effect on any of the outcomes for individud children it might till affect their
employment and earnings chances via the effect on the community context.

Other social outcomes

Some psychiatric disorders which involve reatively high costs are associated with family
poverty in childhood only emerge in adulthood (Knapp and Lowin 1998). A single haf-
hour session with a psychiatrist costs around £125. (Netten and Curtis 2000) To the extent
that children from Sure Start aress have improved mental well-being, there will be savingsin
these costs.

Similarly, homeessness is associated with family breskdown, experience of having been
looked after by aloca authority and having been in prison. (Randall and Brown 1999) A
reduction in any of these adverse indicators in adolescence is likely to lead to lower rates of
homelessness.

GUIDANCE ON COST-EFFECTIVENESS FOR LOCAL EVALUATIONS

Locd evauators are working with programmes to provide information about how well
programmes are being ddlivered at aloca level, and whether or not they are mesting their
objectives, both those set at anationa level and those which are set at alocd leve.

Many locd evauators will be unfamiliar with the concept of vaue for money and with the
principles of measuring cost-effectiveness. For this reason, as part of the support for local
evauations, we will produce a guide for local evauators on how to look at the cost-
effectiveness of locd programmes. Thiswill cover:

The concept of inputs and their costs, and in particular opportunity costs

Which cogts to include

Sources of data

How to measure costs

Additiondity

Discounting

How to attribute costs to particular targets

Looking at the cogts of achieving particular targets through different methods of service

ddivery

Benchmarking
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Didributiond issues

Measuring outcomes

References for further reading

Structure of amode local codst- effectiveness report

The intention will be to produce a guide which is designed for non-economists, and which
dlowslocd evauators to make maximum use of the information they dreaedy have available.

RELATIONSHIP BETWEEN THE DIFFERENT PARTS OF THE
EVALUATION

The cost- effectiveness and cost- benefit evauation will draw on data collected as part of the
impact, implementation and local context evauations. In addition, loca evauators using the
guidance on cog-effectiveness will be collecting detailed information a aloca leve and
feeding it back to programme managers. Thereisthus an interactive dement to the cost-
effectiveness evaduation which has implications for the implementation evauation.

In summary, the measurement of cost-effectiveness will look at the costs of different ways of
achieving the Sure Start programme targets. The cost- benefit andysswill go one sage
further and look at the actual outcomes achieved and assgn monetary vaues to them where
that is possible.
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TIMETABLE

2001 2002 2003 2004 2005 2006
Apr-| Jul- [ Oct- | Jan-| Apr-| Jul- | Oct- | Jan-| Apr-| Jul- | Oct- | Jan-| Apr- | Jul- | Oct- [ Jan-| Apr- | Jul- | Oct- [ Jan-| Apr- | Jul- | Oct-
Jun |Sept| Dec | Mar | Jun |Sept| Dec | Mar | Jun |Sept| Dec | Mar | Jun |Sept| Dec | Mar | Jun |Sept| Dec| Mar | Jun |Sept| Dec
Writing guidance for x X
local evaluators
Creating, checking and
updating database of X X X X X X X X X X X X X X X X X X X X X
costs and targets
Analysing costs data X X X X X X X X X X X X X X
implementation:
comparison of costs X X X X X X X X X
with targets
impact: comparison of
. X X X X X X X X
costs with outcomes
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Annex 1

MEASURING THE COST OF OTHER SERVICES
PROVIDED IN THE AREA

What services should beincluded?

Sure Start is a supplement to the mainstream services which are dready operating in Sure
Start areas as well asto other Government area-based programmes such as Hedlth Action
Zones, Housing Action Zones or New Ded for Communities. It is not intended that the
existence of a Sure Start programme should provide the opportunity for servicesto
redllocate resources to other areas. Moreover, the ultimate outcomes for children and
familiesislikdy to be influenced as much by the availability and use of mainstream services
asit isby the services they receive from Sure Start. It is both because we know that access
to and use of other services varies from areato area, and because we want to ensure that
the level of such servicesis not faling with the arriva of the Sure Start programme, that we
attach congderable importance to the provison of reliable estimates of expenditure on other
sarvices. A Sure Start programme’ s ability to tackle the complex needs of young childrenin
itsareaiis likely to be determined as much by the other sources of support avallable asit is
by the programme itself. However, we do recognise that exact costing may sometimes be
impossble. For this reason we suggest what you might do if the information is not available
inyour area.

Mainstream services which are specificaly provided for young children and their families
should beincluded. The main onesare:
socid services (including family centres, parent and toddler clubs, nurseries, registration
of and support for childminders, monitoring and ingpection of private and voluntary
nurseries aswell as direct work with clients)
hedth servicesincluding GP, hedth vigtor and other primary care services, community
health services and hospitd services
early years, childcare and education provison for under fours (and their parents where
relevant)
housing improvements (but not rent support through housing benefit)
some other services especidly targeted a children under four, for example specia
library fecilities or parent and toddler svimming sessons

Where a voluntary organisation provides servicesin the area, or which people in the area
use, such asafamily centre or a parenting advice line, these should aso be included in the
same way.

It is not necessary to provide cost information for services which are consumed by under
fours dong with other members of the community. Thus, services such as refuse collection
or road maintenance need not be included even though young children benefit from them.



Which expendituretoinclude?

The costs need to be caculated from the perspective of the service user rather than that of
the provider. All the services should be costed at their full cogts, not just the salaries of the
staff directly involved in ddivering the service. The underlying principle is to measure the
leve of resources that would be freed up for other uses if the service were no longer
provided. In order for aservice provider (a hedth vistor, for example) to spend haf an
hour with afamily, she may spend asmilar amount of time in the office and travelling. Her
officeitsdf will have acogt in terms of rent, heeting, lighting, telephone, computers, hedth
and safety, maintenance etc. Even where the hedth visitor service is not charged for these
accommodation cods, they are being borne e sewhere within the health service and should
beincluded. Sheisaso supported by whoever manages the hedlth visitor services. Some
services aso have receptionists and clerical staff, and their costs have to be shared. Some
centra costs (eg payroll and personnd services) will aso relate to the employment of the
hedlth visitor, and will need to be spread across dl her working activities.

You will need to collect the relevant information from the service providers. In many cases
you will find that the service providers have themsalves cdculated the costs of aunit of
sarvice (such as avigt from a hedlth vistor, or an hour of asociad worker’stime). For
example Socid Services Departments calculate the unit costs of different kinds of services
for children other than those who are looked after for the Children in Need database held a
the Department of Hedth. It should be possible to use these figures to provide estimates of
the cogtsincurred in providing services to young children and their familieswho live within
the Sure Start area.

The gtarting point for any costing exercise for services to individuds is to caculate the full
cost of aprofessond’ stime. The following example is adgpted from a costing modd for a
child care socid worker taken from the Department of Health' s guidance on cdculating unit
costs for children’s services? This guidance provides more details of the underlying
principlesinvolved, and dthough it isaimed at socid services departments, the principles can
be followed for other services as wel and you may find it useful to have for reference.

2 Beecham, Jennifer (2000) Unit Costs— not exactly child’ s play: a guide to estimating unit costs for
children’s social care, published jointly by the Department of Health, the Personal Social Services
Research Unit at the University of Kent and the Dartington Social Research Unit. Available free from
PSSRU (01227 827773).
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Cost of social work with families

Use the actual salaries of the staff employed in delivering
Annual salary £20,140 the services, or if not available, the average cost for that
grade of post for the particular employer (eg basic grade
social worker for that local authority, or health visitor for
that health authority).

National Insurance and £2,416
superannuation

Overheads £3383 15% of salary costs for management and administrative
over heads.
Based on study in Suffolk

Premises costs £1.8098 These are based on standard building costs, but some
premises will be rented. The finance departments of most
organisations will have estimates of their underlying
premises costs even where they own the buildings.

Total annual costs £27,837

Y ou will see from the above example that the total cost of employing somebody to provide
socid servicesisaround 40 per cent greeter than the salary cost. Thisis not an untypical
estimate, athough in some cases the costs will be higher, and in afew cases they will be
lower.

There are now two different possible waysto proceed. If the person or people providing
the service you are costing spend a significant part of their working time with Sure Start
target groups within the areg, then you can do ardatively smple caculation.

Option A
Total annual costs £27,837 from above example

This must be a proportion of client contact time
Proportion of client contact time | 65% not total working time, since all the costs of non-

client time (eg meetings, liaison with other
agencies, discussions with managers, training,
sick leave) need to be apportioned across all
clients

spent with under fours and their
familiesin Sure Start area

Cost of providing servicesto £18,094
Sure Start clients

The dternative approach (which can be used in dl cases, if you prefer) should be used
where someone spends ardatively smdl proportion of their time with Sure Start clients (for
example a child psychologist who sees children from awide areaand across alarge age
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range). You need to find out how many hours per week the person concerned spends on
activities related to under fours and their families who live in the Sure Start areain order to
establish the leved of resources which are devoted to those clients by mainstream agencies or
other specid programmes.

Option B

Total annual costs £27,837 from above example

Working hours per year 1554 42 weeksx 37 frs.
Allows for 20 days holiday, 10 days bank
holidays, 10 days sickness and 10 days
study/training on average

Cost per hour £18 £27837 , 1554

Proportion of working hours | 77% Thisfigure is based on a research study

spent with clients or on
client-related activities

Cost per hour of client £23 £18, 0.77
related activities
Number of hours per year 100 2 hours a week, 50 weeks a year on average

spent with Sure Start clients

Cost of providing servicesto | £2,300 £23x 100
Sure Start clients

Early yearsand education services

For early years and childcare services we are interested in the expenditure per child under
four resident in the Sure Start areawho recelves services.  For nursery education it is
acceptable to use the average figure for your LEA from the CIPFA publication Education
Statistics Actuals®, which provides unit costs per pupil by authority. (Your local authority
education and finance departments are likely to have copies.) The most recent nationa
average cogt of afull-time place for anursery pupil is £1880, so atypical part-time place
would cost around £950. Y ou will need to multiply thisfigure by the number of children
under four from the Sure Start area who have places in maintained schools.

Y ou have severd further sets of important costs to include.
Childcare (by statutory, voluntary and community sectors)

% CIPFA (2000) Education Statistics Actuals 1998-99: incorporating the Handbook of Unit Costs,
published by the Chartered Institute of Public Finance and Accountancy price £85. The unit costs of a
full-time primary and nursery place for each LEA are shown in graphical form on the Institute of Public
Finance website www.ipf.co.uk/sis/educati on/educationactual /1998-99/commentary.pdf. This sourceis
fine to use for mainstream maintained schools, bearing in mind that most nursery places are half time, so
the unit cost should be halved.
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Early years provison: eg. playgroups, parent toddler groups, play sessons (by
datutory, voluntary and community sectors)

Nursery education grant funding for three year olds whose pre-school educationisin
voluntary or private nurseries or playgroups. The LEA should hold information about
the children in respect of whom the grant is paid.

The cogsincurred by the local education authority in undertaking the assessments and
drawing up statements of specid education needs for children under the age of four.
Although most satements are not drawn up until children are in the compulsory school
age groups, the process tends to start earlier for children who have aready been
identified as having specia needs, for example those who are disabled.

Any specid funding to develop nursery provison within the Sure Start area via Early
Y ears Partnerships or Early Excellence Centres.

Other area-based programmes

Some programmes and other expenditure, which have objectives which relate to socid
excluson, regeneration or other improvements in the functioning of communities, are amed
at awider client group that includes the under-fours and their families. Some have the same
objectives as Sure Start, including areduction in crime (the Crime Reduction Programme
and some regeneration programmes) and teenage pregnancy (in some Hedlth Action Zones).

What expenditure to include from these programmesiis redly amatter of common sense. If
anew building is being jointly funded by Sure Start and the New Ded for Communities, then
the other partner’ s share of these costs should be included. If a programme has objectives
which are entirely unrelated to those of Sure Start, and where the client groups do not
include young children and thelr families (for example aHedlth Action Zone focused on
cancer in the over 50s) then you do not need to include it. Generdly you should include a
share of the expenditure on other area-based programmes which relate to Sure Start clients
or objectives based on the share of the target population for that programme who live in the
Sure Start area. The imaginary example below illustrates the point.

Health Action Zone

Total annual expenditure of £3million
programme

The HAZ will have

Expenditure related to reducing | £500,000 apportioned its budget by
teenage pregnancies objective

You know the population

Proportion of population within | 12% inyour area, and they

HAZ who livein Sure Start area f:;‘:'sd know what it isin

Expenditure on this objective £60,000 £500,000x 0.12
ascribed to Sure Start area
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The expenditure figure that should be reported is therefore £60,000.

Other local initiativesaimed at improving thearea

Sometimes there are other locd initiatives which are aimed at some of the sameissues as
some Sure Start programmes are working on. An example might include a project to
improve home insulation and cut heating bills. Such projects can have multiple purposes. For
example they may be offering job opportunities to people who are long-term unemployed.
They often bring together funding from avariety of sources such as the European Socid
Fund and environmentd trusts. Where some of the codts are going to improve the living
conditions of families with young children living in the Sure Start area these cogts should dso
be included.

If you cannot get the information

Most public bodies and voluntary organisations should have the information that enables the
unit costs of servicesto be calculated. However, if there are ggpsin your information, then
there are two ways to proceed. Oneisto assume that the total cost of providing aserviceis
1.5 times the sdlary costs of the staff concerned. Otherwise you could use nationd unit
costs. National costs should only be used as alast resort, Since costs vary between parts of
the country. Moreover, some authorities find that usng more senior staff than others and
hence having higher unit costs can lead to better outcomes. Othersfind thereverse. It
depends crucialy on thelocal client base and the other services available within the area.
Thereisno right and wrong gpproach to providing a particular service, which means that
decisonstaken at alocd leve will influence the amount spent on it.

If you have no option other than to produce estimates based on nationd costs then there are
two main sources. The most useful islikely to be The Unit Costs of Health and Social
Care 2000 by Ann Netten and Ledey Curtis* This provides average codts for avist to a
GP or ahospital paediatric in-patient day as well as arange of social work costs. Thereis
aso aCIPFA publication for socia services, but interpretation is more difficult because its
definition of the client groups is more restricted (children in need who are not looked after
may be excluded) which may mean that services provided to Sure Start clients are not
necessaily clearly costed.

* Netten, Ann and Curtis, Lesley (2000) The Unit Costs of Health and Social Care 2000, published by
the University of Kent Personal Social Services Research Unit (01227 827773) price £15.
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General Principles

We recognise that thisinformation is unlikely to be exact. However, something that is 80

per cent accurete is better than nothing a dl. The information tells us how important the
Sure Start contribution isto the well being of an areain the context of other serviceswhich
are dready being provided. If in doubt use your common sense. Any service has direct and
indirect cogts and the underlying principles arethe samein dl cases. All capital projects
have identifiable costs. Do not assume that becalise no money changes hands a serviceis
“freg’. Use of resourcesis never free. Somebody is aways paying. We want to identify all
the resources used in providing the whole range services to families with young childrenin
your area, whoever ultimately paysthe bill. 1f you keep that principle in mind, you cannot go
too far wrong.
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