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Overview
Introduction

Even in a strong economy, some job seekers struggle to find and keep jobs. These individuals often
have limited work experience, few educational credentials and job skills, and other characteristics such
as criminal records or primary caretaking responsibilities that make it difficult for them to compete in
the labor market. For decades, government entities, private foundations, and nonprofit organizations
have developed programs to help disadvantaged job seekers. One such approach is subsidized employment, where the government temporarily subsidizes all or a portion of wages for job seekers to provide
a bridge to unsubsidized employment and improve participants’ longer-term employment prospects.
Past research has found mixed results regarding these programs’ ability to achieve those goals.
In 2010, the U.S. Department of Health and Human Services launched the Subsidized and Transitional
Employment Demonstration (STED) and the U.S. Department of Labor launched the Enhanced Transitional Jobs Demonstration (ETJD), complementary large-scale research projects designed to build
rigorous evidence on the effectiveness of the latest generation of subsidized employment models. The
projects recently finished random assignment studies of 13 subsidized employment programs; this report summarizes findings from the studies and discusses the implications for practitioners, policymakers, and researchers. This report also presents employment and earnings impacts — the changes in
participants’ outcomes attributable to each program — over an extended follow-up period of up to five
years for each program, findings that provide additional insight into whether subsidized employment
programs can help participants make lasting changes in their lives.

Primary Research Questions
This report seeks to answer the following questions:

y Do subsidized employment programs get people into subsidized jobs?
y Do subsidized employment programs improve participants’ employment outcomes in the first year
after they enrolled?
y Can subsidized employment programs achieve sustained employment and earnings impacts beyond the first year after participants enrolled?
y Can subsidized employment programs improve nonemployment outcomes, for example by reducing recidivism or increasing child support payments? (In this report “recidivism” refers to the rate at
which people with criminal records are rearrested, reconvicted, or reincarcerated.)
y Do subsidized employment programs work better for certain subgroups of participants?
y How much do subsidized employment programs cost, and do the benefits outweigh the costs?

Purpose

The 13 subsidized employment programs evaluated as part of the STED and ETJD projects intended to
help reconnect participants to work, or in some cases education or training, in order to improve their
long-term economic prospects. MDRC conducted random assignment evaluations of these programs
to determine whether they achieved their goals and improved participants’ outcomes, and this report
synthesizes findings across the STED and ETJD evaluations.

Key Findings

Overall, the evaluations found that subsidized employment programs can improve employment, earnings, and other outcomes under some circumstances, and for a variety of populations. However, the
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pattern of results makes it difficult to draw firm conclusions about which type of program works best,
and for whom.
Though participation in subsidized employment varied widely across the 13 programs studied, almost
all the programs improved employment and earnings in the first year after study enrollment, and about
half maintained those impacts through the second year. Four programs sustained earnings improvements beyond the second year.
Programs that used a traditional transitional jobs model (offering temporary, subsidized jobs not intended to become unsubsidized jobs) generally had higher participation rates and larger employment and
earnings impacts through the first two years than wage-subsidy models (which offer subsidized jobs that
are intended to turn into unsubsidized jobs) and hybrid models (which offer a mix of both approaches).
However, none of the three model types studied stands out as the best approach to improving employment and earnings outcomes beyond the second year.
Programs serving noncustodial parents (those without custody of at least one of their children) and
formerly incarcerated adults often improved child support and recidivism outcomes, respectively, particularly in the short term, and sometimes even when there were few earnings or employment impacts.
Improvements in employment, earnings, and recidivism were typically concentrated among people
who were less employable (that is, those who had been out of the workforce longer when they enrolled
in the study, were at higher risk of recidivism, or did not have high school diplomas or equivalents).
One program’s benefits outweighed its costs from society’s perspective — that is, taking into account
benefits and costs to the government, participants, and in this program’s case, the victims of crimes
committed by study sample members. Three other programs resulted in earnings increases that persisted throughout the extended follow-up period and exceeded the programs’ net costs, so those programs’ benefits may have also outweighed their costs from society’s perspective. However, it is unlikely
that any of the programs saved the government money.

Methods

This report synthesizes findings from 12 evaluations of 13 subsidized employment programs. (One evaluation used a three-group test to evaluate two programs.) Each evaluation included an implementation
study and an impact study, and 11 of the 12 evaluations included a cost study.
This report focuses on findings from the impact studies. Each impact study used a randomized controlled trial design in which individuals eligible for services were randomly assigned to a program
group who had access to the subsidized jobs program or to a control group who did not, but who may
have sought out other services. The impact studies estimated impacts on employment and earnings,
well-being, and other areas relevant to the populations studied, such as child support payments made
by noncustodial parents. Data sources for the impact studies included administrative wage records, up
to three rounds of participant surveys administered up to 30 months after random assignment, and various other records, depending on the populations studied (for example, child support, criminal justice,
or public-assistance records).

In this report, implementation study findings provide context for the impact study findings, and
cost study findings are briefly summarized. The implementation studies described the models as
they were designed and as they ultimately operated, drawing on various data sources including
staff and participant interviews. The cost studies estimated programs’ financial costs, and in one
case compared those costs with their observed and estimated financial benefits.
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Executive Summary
Introduction
Even in a strong economy, some job seekers struggle to find and keep jobs. These individuals
often have limited work experience, few educational credentials and job skills, and other characteristics such as criminal records or primary caretaking responsibilities that make it difficult for
them to compete in the labor market. For decades, government entities, private foundations, and
nonprofit organizations have developed programs to help disadvantaged job seekers succeed in
the labor market. One such approach is subsidized employment, where the government temporarily subsidizes all or a portion of wages for job seekers to provide a bridge to unsubsidized employment and improve participants’ longer-term employment prospects. Past research has found
mixed results regarding these programs’ ability to achieve those goals.
In late 2010, the U.S. Department of Health and Human Services launched the Subsidized and
Transitional Employment Demonstration (STED) and the U.S. Department of Labor launched the
Enhanced Transitional Jobs Demonstration (ETJD), complementary large-scale research projects
designed to build rigorous evidence on the effectiveness of the latest generation of subsidized
employment models. The projects recently finished random assignment studies of 13 subsidized
employment programs, and this report summarizes findings from the studies and implications for
practitioners, policymakers, and researchers. The report also presents employment and earnings
impacts over an extended follow-up period of up to five years for each program, providing additional insight into whether subsidized employment programs can help participants make lasting
changes in their lives.

Background and Policy Context
Since the Great Depression, government agencies have periodically implemented subsidized employment programs to achieve one or both of the following goals: (1) provide work-based income
support for jobless workers, particularly during periods of high unemployment, and (2) improve
long-term economic prospects for populations that tend to have high rates of joblessness even
when labor-market conditions are good (for example, people with criminal records). Rigorous studies of various approaches to subsidized employment have generally found that programs dramatically increase employment initially, but the employment gains are the result of the subsidized jobs
themselves and fade quickly as people leave the subsidized jobs. The results of these evaluations
led to a search for subsidized jobs models that could produce sustained increases in unsubsidized
employment, and the STED and ETJD projects were developed to find and test promising models.
All the programs tested in the STED and ETJD projects aimed to use subsidized employment to
improve long-term labor-market outcomes for groups with substantial barriers to employment,
though each program took a different approach to achieving that goal. Each of the 13 program
models was distinct, but it is possible to group them into three broad categories: traditional tran-
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sitional jobs models, wage-subsidy models, and staged and tiered hybrid models. There was a
great deal of variation among the models in each category, but in general, the underlying philosophies tended to align within each approach.
At the broadest level, almost all programs that sought to improve participants’ long-term employment outcomes used one or more of the following strategies: (1) They sought to improve
participants’ skills or behaviors, (2) they sought to connect participants with jobs they would not
otherwise find, or (3) they sought to induce employers to favor program participants over other
job applicants when making hiring decisions. All the STED or ETJD programs used each of these
strategies to some extent, but the emphasis among them varied according to the model type, as
described below:
y TRADITIONAL TRANSITIONAL JOBS MODELS focused primarily on the first two strategies.1
These models assumed that, at the point of enrollment, participants were not ready to succeed
in regular, unsubsidized jobs and needed to spend time in a more forgiving work environment
first. They therefore placed participants into fully subsidized, temporary jobs, often with the
program sponsor or another nonprofit organization. Eventually, staff members helped participants make connections to unsubsidized jobs; the models assumed that participants would
be more attractive to unsubsidized employers and better able to hold jobs after they had performed well in transitional jobs.
y WAGE-SUBSIDY MODELS focused more on the second and third strategies. While some of these
programs provided preemployment services, they generally assumed that participants could
be placed directly into open jobs in the private sector soon after enrollment, with a wage subsidy provided by the program. Thus, these programs tended to focus on connecting participants
to jobs and using subsidies to try to influence employers’ hiring decisions.
y HYBRID MODELS combined all three strategies. TIERED HYBRID MODELS focused on the first
two strategies for participants with fewer skills and less work experience, while focusing on the
last two strategies for participants with more skills and experience. These programs assessed
participants’ work readiness in order to offer them subsidized jobs that met their needs (that
is, traditional transitional jobs or wage-subsidy jobs). STAGED HYBRID MODELS used all three
strategies for all participants; individuals began with traditional transitional jobs and then
moved to wage-subsidy positions.2

1

 he term “transitional jobs” typically refers to temporary, subsidized jobs that are not intended to roll over into
T
unsubsidized jobs at the end of the subsidy period. However, the terms “transitional jobs” and “subsidized jobs”
are often used interchangeably.

2

 ome participants in staged hybrid models may have remained in transitional jobs if the program did not beS
lieve they were prepared for more rigorous wage-subsidy jobs.
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Overview of the Evaluations
MDRC and its partners conducted a comprehensive evaluation of each program in the ETJD and
STED projects. (Figure ES.1 further describes the background of the evaluations.) The team evaluated each program using a random assignment design in which eligible participants were assigned
at random to a program group whose members were offered access to the program or to a control
group whose members were not offered services from that program but may have received other
services in their communities. One of the evaluations, conducted in Los Angeles County, evaluated two programs using a three-group random assignment design. This design provided a unique
opportunity to compare two subsidized employment models — the traditional transitional jobs
model and the wage-subsidy model — with each other and with a control group.
FIGURE ES.1 Background on the STED and ETJD Evaluations

HHS sponsored the evaluation of STED and DOL sponsored the evaluation of ETJD. The evaluation contracts were awarded in 2010, and random assignment happened between 2011 and
2016. ETJD’s contract ended in 2018, and STED’s contract ends in 2020.
The evaluations included
• 13 subsidized employment models
• 12 randomized controlled trials
• 14,390 study participants
The evaluations operated across
• 10 metropolitan areas
• 8 states

The evaluations initially followed the groups for 12 to 36 months using administrative records and
individual surveys.3 This report presents additional findings from an analysis of administrative
employment and earnings data covering an extended follow-up period of up to five years. Because assignment to the program and control groups was random, one can be confident that the
groups were comparable at the start. If differences emerged between the groups over time and
those differences are large enough to be considered statistically significant, one can be confident
that the differences are the result of the subsidized employment program. These differences are
known as the “impacts” or “effects” of the program. The studies assessed whether each program
led to increases in participants’ employment and earnings, and also examined other areas relevant to the populations studied, such as child support payments for noncustodial parents.4
In addition to assessing whether the programs affected these outcomes, the evaluations tried to
illuminate how and why the programs generated impacts by carefully studying the implementa3
4

Administrative records are data collected primarily for the management of programs and public services.
Noncustodial parents are those who do not have custody of at least one of their children.
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tion of each program. The research team studied program implementation using questionnaires
administered to and interviews with participants, staff members, and work-site supervisors. The
evaluations also estimated most programs’ financial costs, and in one case compared those costs
with their observed and estimated financial benefits. Findings from the evaluations have been
documented in 13 publications.5

5
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Main Findings
Overall, the evaluations found that subsidized employment programs can improve employment,
earnings, and other outcomes under some circumstances, and for a variety of populations. However, the pattern of results makes it difficult to draw firm conclusions about which type of program
works best. The findings include the following:
Subsidized employment placement rates varied widely. Some program models were more
successful than others at making placements, primarily because of differences in the programs’ features rather than differences in participant motivation. Programs that operated
their own work sites or that required little commitment from external employers, simply offering
free labor, were generally able to place most participants into subsidized jobs. (These programs
were those operating traditional transitional jobs models and some of those operating hybrid
models.) On the other hand, programs designed to place participants in jobs that were intended
to become unsubsidized jobs struggled to recruit enough willing work sites and thus had much
lower subsidized-job placement rates. (These programs were the ones operating wage-subsidy
models and some of those operating hybrid models.) It is important to note that when given the
opportunity to work in subsidized jobs, most eligible participants worked and remained engaged
in the jobs until those jobs ended or until they found unsubsidized work opportunities, and that
participants’ well-being as measured by surveys typically improved while they were working.
Almost all programs increased employment and earnings during the time program group
members were most active in subsidized jobs, and 6 of the 13 programs had earnings impacts at least a year after the subsidized jobs ended. Some programs maintained annual
earnings impacts even after annual employment impacts faded away, which in some cases suggests that at least for a short time, subsidized employment programs may have led participants to
get better jobs in the unsubsidized labor market or to be employed more consistently throughout
the year. Figure ES.2 shows each program’s annual earnings impacts for each year of available
follow-up data.
Four of the 13 programs improved participants’ employment outcomes for at least two
years after the subsidized jobs ended. These impacts are somewhat more positive than those
found in past evaluations of subsidized employment programs, and they suggest that subsidized
employment programs can improve longer-term employment outcomes under some conditions. However, the programs with these longer-term employment and earnings impacts were
of different types, so it is difficult to draw firm conclusions about what may have caused the
impacts.
Subsidized employment programs can reduce recidivism and increase child support payment rates.6 One of the three programs serving formerly incarcerated adults moderately reduced recidivism in the 2.5 years after enrollment. Across all programs serving formerly incarcerated adults, reductions in important measures of recidivism tended to be larger throughout the
follow-up period among participants at higher risk of recidivism. All four programs serving non6

I n this report “recidivism” refers to the rate at which people with criminal records are rearrested, reconvicted, or
reincarcerated.
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FIGURE ES.2 Annual Impacts on Formal Earnings

Year 1 ($)

Year 2 ($)

Year 3 ($)

Year 4 ($)

Year 5 ($)

Traditional Transitional Jobs
Indianapolis
Syracuse

3,150

914

961

Los Angeles

2,720

New York
Milwaukee

1,155

857

3,435

1,281

684
894

1,754

Chicago

-1,584

Staged Hybrid
Atlanta
New York

3,093
1,244

Tiered Hybrid
San Francisco

2,374

3,735

2,177

Minnesota
Wage Subsidy
Los Angeles

1,291

Fort Worth
San Francisco

1,610

2,142

2,181

2,941

SOURCES: MDRC calculations based on program records and National Directory of New Hires employment and earnings data.
NOTES: ■ ■ ■ ■ = statistically significant (p < 0.10). ■ ■ ■ ■ = not statistically significant (p >= 0.10). These charts display all of the follow-up data available for each
program. Some programs have more years of impacts shown because of differences in study enrollment end dates and project contract periods.
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custodial parents improved at least one important outcome related to child support payments
in the year from 18 months to 30 months after enrollment, the last year in which those outcomes
were measured.
Subsidized employment programs tend to work best for people who have more barriers to
employment. Nearly all programs produced larger impacts among those who had been out of
work for over a year when they enrolled, those at higher risk of recidivism, or those without high
school credentials when they enrolled. These differences in impacts continued in the longer term
for several programs. This pattern of findings suggests that, in general, subsidized employment
programs should target the most disadvantaged job seekers if they want to maximize their impact.
Among the four programs with lasting earnings impacts, one program’s benefits are known
to have outweighed its costs from society’s perspective, and the other three programs’ benefits may have also outweighed their costs from society’s perspective when the long-term
earnings increases are taken into account.7 Only one program’s benefits outweighed its costs
from society’s perspective during the original cost-analysis period. But in the extended follow-up
period analyzed for the first time in this report, three other programs also had persistent earnings
increases. Though a formal benefit-cost analysis was not conducted for these programs, those
lasting increases appear to have been large enough that those programs’ benefits may have also
outweighed their costs from society’s perspective. However, it is unlikely that any of the programs
saved the government money.

Discussion and Conclusion
STED and ETJD tested programs that were designed to improve participants’ long-term success in
the labor market. While most of the programs did not achieve this goal, a large majority of them
succeeded in dramatically improving participants’ employment rates in the short term, and these
impacts led to gains in other areas, such as recidivism, child support payments, and individual
well-being. These short-term impacts are notable because most of the large-scale subsidized employment programs that have operated in the United States were designed primarily to increase
work and income during periods of high unemployment. The results from STED and ETJD can
provide important lessons to inform the design and operation of such programs, which may play
a valuable role for certain populations or geographic areas even when national labor-market conditions are relatively strong.
Specifically, the evaluations found that short-term program impacts are consistently concentrated among participants with more barriers to employment, so programs that are mainly interested in maximizing their short-term impacts may want to target the most disadvantaged job
seekers. Further, the traditional transitional jobs model was the most promising approach to
achieving short-term improvements when it was implemented well and when it targeted the participants who were likely to benefit the most (that is, those with more barriers to employment).
On the other hand, wage-subsidy programs were difficult to pull off: These programs struggled to
7

“ Society’s perspective” takes into account benefits and costs to the government, participants, and in one program’s case, the victims of crimes committed by participants.
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recruit enough work sites to serve their enrollees, and as a result fewer than half of participants
were ever placed in subsidized jobs. However, the program with the lowest placement rate had
the largest earnings impacts throughout the follow-up period and was one of the least expensive
to implement. These results suggest that wage-subsidy programs can be highly efficient under
some circumstances and may be worthy of further investigation. Finally, the findings suggest
that subsidized jobs programs may be useful tools for child support enforcement programs and
prisoner reentry programs.
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