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PREFACE

This report on the New Jersey Unemployment Insurance Demonstration Project contains two
sections: (1) the six-year follow-up report which focuses on demonstration impacts on Ul receipt and
employment and earnings over six years and (2) a short report which summarizes the demonstration
findings and discusses their policy implications. While these reports are published together here, they
were prepared as stand-alone documents intended for different audiences.
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EXECUTIVE SUMMARY

The purpose of the New Jersey Unemployment Insurance Reemployment Demonstration Project
(NJUIRDP) was to examine whether the Unemployment Insurance (UI) system could be used to
identify displaced workers early in their unemployment spells and to provide them with alternative,
early intervention services to accelerate their return to work. Three packages of services, or
treatments, were tested in the demonstration: (1) job-search assistance (JSA) only; (2) JSA combined
with training or relocation assistance; and (3) JSA combined with a cash bonus for early
reemployment. A key component of the demonstration was that eligible claimants were identified
and services were provided through the coordinated efforts of the UI, Employment Service (ES), and
Job Training and Partnership Act (JTPA) systems. Another key element was that claimants were
required by UI to report for services; failure to report could lead to the denial of benefits.

The demonstration was initiated by the U.S. Department of Labor (USDOL) through a
cooperative agreement with the New Jersey Department of Labor. It began operations in July 1986,
and, by the end of sample selection in June 1987, 8,675 UI claimants were offered one of the three
service packages. Services to eligible claimants continued into fall 1987 to ensure that all eligibles
who wanted the full set of demonstration services were able to receive them. Another 2,385
claimants receiving existing services provided a control group for comparative purposes. Claimants
were assigned randomly to this control group or to one of the three treatments.

The initial evaluation of the demonstration (Corson et al. 1989), combined with a follow-up study
that extended the analysis for approximately three years after the initial UI claim (Anderson et al.
1991), found that each of the treatments reduced Ul collections and increased employment and
earnings during this period. Although the initial evaluation found no evidence that the training
component of the second treatment increased earnings in the year after the initial Ul claim, the
follow-up study suggested that training did increase earnings in the longer run. Finally, the evaluation
found that all three treatments offered net benefits to society, when compared with existing serviccs.
The JSA-only and JSA plus reemployment bonus treatments also led to net gains for the government.

This second follow-up study extended the analysis for approximately six years after the initial Ul
claim to identify any long-run treatment impacts, particularly for trainees. This second follow-up also
provided an opportunity to examine displaced workers’ long-run earnings patterns, to determine if
the method used in the demonstration was successful in identifying displaced workers who
experienced long-run employment difficulties. Alternative methods of identifying displaced workers
were also investigated.

This follow-up evaluation found additional long-run UI impacts suggesting that each componcnt
of the treatments--JSA, training, and the reemployment bonus--probably contributed to the longer-
term impacts and that the treatments, in general, generated jobs that were more stable than those
found by control group members. It also suggests that the NJUIRDP succeeded in targeting
claimants who in the absence of the demonstration, would have experienced more severe long-run
reemployment difficulties.




UI RECEIPT AND EMPLOYMENT AND EARNINGS

Overall, each NJUIRDP treatment reduced the amount of Ul benefits received, both in the
initial benefit year and in subsequent years. Statistically significant reductions in Ul benefits occurred
in the year after the initial benefit year for the JSA-only and JSA plus reemp]oyment bonus
treatments, in the next year for the JSA plus reemployment bonus treatment, and in the recent
Emergency Unemployment Compensation (EUC) program for the JSA plus training or relocation
assistance treatment. . Over all UI programs, the NJUIRDP treatments. reduced UI benefit receipt
by about three-quarters of a week for the: JSA-only treatment, by one and a half weeks for ‘the JSA
plus. training or relocation assistance treatment, and by nearly two weeks for. the JSA plus
reemployment bonus treatment. These findings suggest that each of the treatment components--JSA,
training, and the reemployment bonus--probably contributed to the longer-term impacts and that the |
treatments, in general, generated jobs that were more stable than those found by control group
members. This finding differs from the first follow-up finding, which attributed 1onger-run impacts
solely to the JSA component of the treatments.

- Analysis of employment and earnings following the initial UT claim suggests that at least one-
treatment, the JSA plus reemployment bonus, increased earnings initially. None of the treatments
had statistically significant longer-run impacts on the probability of working, the amount of earnings,
~ or weeks worked. However, since the variation in earnings among claimants is quite large, modest
earnings impacts consistent with the UI impact estimates could still have occurred.

An examination of earnings for employed control group members showed that nominal annual
earnings remained below base-period levels until the fourth year after the initial UI claim. Even by
the sixth year, earnings for employed individuals had not kept pace with inflation. These findings
suggest that, on average, claimants were unable to obtain reemployment in jObS with the same
earnings potenual as that of their pre-UI jobs.

IMPACTS OF TRAINING ;

Participation in training was expected to increase the long-run earnings of trainees, yet
comparisons of the earnings impacts of the JSA plus training or relocation treatment with those of
the JSA-only treatment suggest that the training component had no additional impact. However, only
a relatively small number of claimants participated in training, so the impacts of training would. nced
to be quite large to be detected. Thus, we examined the earnings experiences of trainees directly to
determine whether their pattern of ecarnings suggested that training may have had an impact not
detected in the treatment group comparison. This analysis suggested that both classroom
(occupational skills) and on-the-job training did enhance trainees’ earnings.

TARGETING OF SERVICES

The demonstration’s ellglblhty screens succeeded in ldentxfymg a group of Ul clalmants (the -
control group is used for this analysis) that experienced relatively greater reemployment problems in
the short term--as reflected by the number of weeks of employment and UI receipt in the first ycar
of followup During the full six years of followup, the group targeted by NJUIRDP continucd 1o
experience large reductions in earnings rclative to their base-year earnings. These carnings
reductions were considerably larger than those realized by noneligibles. However, the long-tcrm Ul
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receipt of NJUIRDP eligibles was significantly smaller than that of noneligibles, a finding that can
be attributed to the fact that workers in seasonal industries were among the noneligible population.

~ Based in part on the design and the initial findings from the NJUIRDP, the Unemployment
Compensation Amendments of 1993 mandated that states identify workers likely to exhaust UI and
refer them to reemployment services. USDOL has suggested that this targeting process, known as
"worker profiling," can occur in a number of ways. One of the principal options involves screening
out workers who are not permanently separated, estimating each individual’s probability of exhausting
UI, and serving those with the largest predicted probabilities of exhaustion.

In simulations of this targeting process that are representative of current funding levels, we found
that the group targeted by profiling experienced somewhat greater reemployment problems than the
NJUIRDP eligibles, as reflected in both groups’ employment and Ul receipt. These differences were
apparent not only in the year following their initial claims but also during the full six years of
followup. On the other hand, the group that would be served under profiling experienced smaller
earnings reductions relative to pre-UI earnings than did the NJUIRDP eligibles, a finding that is
probably due to the fact that the targeted group had fewer years of job tenure than the NJUIRDP
eligibles. When we examined differences in impacts of the New Jersey treatments among workers
targeted or not targeted by profiling, we found some evidence that treatment impacts were lower for
the targeted group, particularly UI impacts. This suggests that the reemployment services offered in
New Jersey, which emphasized job search assistance, may have a greater effect on Ul receipt when
offered to a broader range of workers, including those who have more marketable skills than the high
probability of exhaustion, harder-to-serve group identified through worker profiling. Additional, more
intensive services, such as longer term training, may be needed to serve workers with the highest
probabilities of exhaustion. That is, a multi-service approach to dislocated workers may be
appropriate, with job search assistance offered to a broad range of workers and more intensive
services such as long-term training reserved for workers without marketable skills.

BENEFIT-COST ANALYSIS

The results of the benefit-cost analysis suggest that all three treatments offered net benefits to
claimants and to society as a whole, relative to existing services. The JSA-only treatment and the JSA
plus reemployment bonus treatment also led to net gains for the government sector as a whole and
for the Labor Department agencies. - The JSA plus training or relocation treatment was expensive
for the government sector. '

These findings suggest that it may be possible to fund the JSA-only and the JSA plus
reemployment bonus treatments from the savings in Ul benefits and increased Ul tax collections.
Our estimates indicate that the JSA-only treatment would pay for itself from the perspective of the
Labor Department, while the JSA plus reemployment bonus treatment would lead to modest nct
benefits for the Labor Department. On the other hand, the JSA plus training or relocation treatment
could not be funded solely from the savings in Ul benefits and increased UI tax collections. It would
require either a reduction in funding for other programs or an increase in taxes, because it appcars
to create net costs to the government as a whole.
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I. INTRODUCTION

The New Jersey Unemployment Insurance Reemployment Demonstration Project (NJUIRDP)
examined whether the Unemployment Insurance (UI) system could be used to identify displaced
workers early in their unemployment spells in order to provide them with alternative, early
intervention services to accelerate their return to work. Three packages of services, or treatments,
were tested in the demonstration: (1) job-search assistance (JSA) only, (2) job-search assistance
combined with training or relocation assistance; and (3) job-search assistance combined with a cash
bonus for early reemployment. A key component of the demonstration was that eligible claimants
were identified and services were provided through the coordinated efforts of the UI, Employment
Service (ES), and Job Training Partnership Act (JTPA) systems. Another key element was that Ul
required claimants to report for services; failure to report could lead to the denial of benefits.

The demonstration was initiated by the U.S. Department of Labor (DOL) through a cooperative
agreement with the New Jersey Department of Labor. It began operations in Jﬁly 1986, and, by the
end of sample selection in June 1987, 8,675 UI claimants were offered one of the three service
packages. Services to eligible claimants continued into fall 1987 to ensure that all eligibles could
receive the full set of demonstration services. Another 2,385 claimants who were receiving existing
services served as a control group for comparison purposes. All eligible claimants were assigned
randomly to one of the three treatments or the control group.

The initial evaluation of the demonstration (Corson et al. 1989), combined with a follow-up study
that extended the analysis for approximately three years after the initial UI claim (Anderson ct al.
1991), found that each of the treatments reduced UI collections and increased employment and
earnings during this period. Although the initial evaluation found no evidence that the training
component of the second treatment increased earnings in the year after the initial UI claim, the

follow-up study suggested that training did incrcase earnings in the longer run. Finally, the evaluation
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found that all three treatments offered net benefits to claimants and to society, when eompared with
existing services. The JSA-only and JSA plus reemployment bonus treatments also led to net‘ gains
for the government. | | | |

This second f0110w-up study‘ extends the analysis for approitimately six years aft‘er the initial Ul
claim to 1dent1fy any long-run treatment 1mpacts partlcularly for trainees. ' This second follow-up also
provides an opportunity to examine dnsplaced workers’ long-tun earmngs patterns to determme if the
" method used in the demonstratnon was successful in 1dent1fymg dlsplaced workers who expenenced
long-run employment dlfﬁculnes Altematlve methods of 1dentxfy1ng dnsplaced workers are also
investigated.

This follow-_up evaluation found additional long-run impacts suggesting that each component of
the treatments--JSA, training, and the reemployment bonus--probably contributed to the longer-term
impacts. The followup also suggests that the treatments, in general, generated jobs that wete ‘more
 stable than those found by control group members It also suggests that the NJUIRDP succeeded
in targetmg claimants who, in the absence of the demonstration, would have experlenced more severe
long-run reemployment dnfﬁcultles. | |

The remainder of this chapter proyides a brief synopsis of the NJtJIRDP desi?gn,- n“summaty of
the findings from the initial and tirst follow-up evaluations, and a. discussion of the purpose_ and‘
‘design of thesecond followfup study. A final section proyides an outline for th_e remainder of the

report.

A. SUMMARY OF THE NJUIRDP DESIGN

The NJUIRDP addressed three ObjeCthCS (1) to examine the extent to which Ul clalmants who

4 i
t

‘might benefit from the provtslon of employment services could be identified early in thur
unemployment spells; (2) to assess the pohcnes and ad]ustment strategxes that were effCLllVC at
helpnvngvsuch workers become reemployed;' and (3) to examine how such a Ul reemployment program

should be implemented. To achieve these objcctives, the design called for identifying demonstration-
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eligible individuals in the week éfter their first UI payment and assigning them randomly to one of
threc treatment groups off@ring alternative packages of reemployment services or to a control group
receiving existing services. The demonstration was implemeqtéd in 10 sites corresbonding to state
UI offices. The sites were chosen rahdomly, with the probability of timeir selection proportional to
the size of the UI population in each ofﬁcé, yielding a sample représentative of Ul recipients in New

Jersey.

1. Definition of Eligibility
The purpose of the demonstration was to provide reemployment services to experienced workers
who, having become unemployed through no fault of their own, were likely to face prolonged spells
of unemployment. Their job-finding difficulties might be due to unavailability of jobs, a mismatch
between their skills and job requirements, or lack of job-finding skills. However, because previous
research efforts have not established good predictors of prolonged unemployment spells, complex
eligibility requirements could not be used to direct demonstration services. Because of this situation,
the demonstration plan incorporated a small number of sample screens to identify experienced
workers who were likely to be displaced permanently from their jobs.
The following eligibility screens were chosen for the demonstration:
*. . First Payment. The demonstration excluded claimants who did not receive a first Ul
payment. To promote early intervention, the demonstration aiso excluded claimants
who did not receive a first payment within five weeks after the initial claim. Individuals
who were working and, consequently, who received a partial first payment were also
excluded, because their job attachment meant that they had not necessarily been
displaced. Finally, special claims (for example, unemployment compensation for ex-
‘servicemembers or federal civilian employees, interstate claims, and combined wagc
claims) were also excluded.
e Age. An age screen was applied to eliminate the broad category of young workers who
have traditionally shown limited attachment to the labor market and whose employment

problems may be quite different from those of older, experienced workers. This screen
excluded workers under age 25 from the demonstration. - ‘

13
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o Tenure. Demonstration-eligible claimants had to exhibit a substantial attachment to a
job, so that the job loss was likely to be associated with one or more of the
reemployment difficulties described -earlier. Each claimant was required to have
worked for his or her last employer for three years prior to applymg for UI benefits
and could not have worked full-time for any other employer during the three-year’
period. The three-year requirement is used by DOL’s Bureau of Labor Statistics to
define displaced workers (Flaim and Sehgal 1985). _ o

_ » Temporary Layoffs. The demonstration treatments were not mtended for workers who
were temporarily laid off. Thus, it was desirable to exclude claimants on temporary
-layoff. However, previous research and experience show that some claimants say that
they expect to be recalled, even when their chances of actual recall are slim. To
ensure that these individuals were not excluded from the demonstratlon, only indivi- - -
duals who both expected to be recalled and had a speczfic recall date we}re excluded. ‘
s Union Hiﬁng—HaIl Anahgeménts. Individuals bwho are typically hired through union _
.. hiring halls exhibit a unique attachment to a specific labor market and were thus '
excluded from the demonstration.
2.: The Treatments
As stated earlier, the demonstration . tested three treatment packages for enhancing
reemployment. Eligible claimants were assigned randomly to a-control group that received existing
services or to-one of the three treatment groups: (1) JSA only; (2) JSA plus training or relocation;
and (3) JSA plus a reemployment bonus.
The initial components of all three treatments were the same: notification, ofiehtatio‘n', testing,
a job-search workshop, and an assessment/counseling interview. These’ services were délivéred
sequentially, early in claimants” unemployment spells. . First, a notification letter was sent to claimants
in about the fourth week after they filed initial claims. Claimants usually began to receive services
during their fifth week of unemployment. - Services began when they reported to a demonstration
office (usually an ES office) and received orientation’and testing during a one-week period. In the
following week, they attended a job-search workshop, consisting of five h‘alf—da); sessions; and a
follow-up; one:on-one counseling/assessmient session scheduled for-the ‘subsequent ‘week. "~ These

initial treatment components were mandatory; failure to report could lead to the denial of Ul

benefits.
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Beginning with the assessment/counseling interview, the nature of the three treatments differed.
In the JSA only group, claimants wefe told that, as long as they continued to collect UI, they were
expected to méintain periodic contact with the demonstration ofﬁcé, either directly with staff to
discuss their job-search activities or by engaging in search-related activities at a resource center in the
office. The resource center offered job-search materials and equipment, such as job listings,
telephones, and occupational and training literature. Claimants were encoufaged td use the center
actively and were told that, if they did not come to the office periodically, ES staff would contact
them aﬁd ask them to do so. 'Ihesé periodic follow-ub contacts were to occur at 2, 4, 8, 12, and 16
weeks following the assessment interview. ES staff were expected to notify UI when a claimant did
not report for services. |

Cléimants in the second treatment group--JSA plus training or relocation--were also informed
about the resource center and. their obligation to mainiain contact during their job seafch. In
addition, they were told about the availability of classroom and on-the-job training and were
encouraged to pursue training if interested. Staff from the local JTPA Service Delivery Area (SDA)
program operator worked directly with these claimants to develop the training options. These
claimants were also told about the availability of relocation assistance, which could be used for out-of-
area job search and moving expenses by those who elected not to pursue training,

Claimants in the third treatment group--JSA plus a reemployment bonus--were offered the same
set of JSA services as the first treatment group, in addition to a bonus for rapid reemployment. The
maximum bonus equaled one-half of the claimant’s remaining Ul entitlement at the time of the
assessment interview. This amount was available to the claimant if he or she started working cither
during the assessment week or in the next two weeks. Thereafter, the potential bonus declined at
a rate of 10 percent of the original amount per week; until it was no longer available. Claimants
recalled by their former employer could not receive a bonus; neither could those who were employed

by a relative or in temporary, seasonal, or part-time jobs. Claimants who received a bonus reccived
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60 percent of the bonus if they were employed for 4 weeks, and'th¢ remainder if they were employed
for 12 weeks. |

Each of these treatments tested a different concept of the employment problems diSplaCed
worléers face. The JSA-only treatment was based on the. assumption that many displaCCdk workers
have marketable skills but do not have enough job-search experien?:eto identify th‘esé skills and sell
them in the job market. In contrast, the training treatment was based on the assurﬁption that some
wbrkers’ skills are outmoded and must be upgraded. Finally, the reemployment bqnus treatment was
based on the assumption that JSA alone is an insufficient incentive for claimants to obtain
employment rapidly, and that an additional incentive will help/ them recognize the realities of the job
market and accept a suitable job more quickly.

With the exception of the reemployment boni;s and relocation assistance, the demonstration
services were similar to those available under thé existing ES and JTPA systetﬁﬁ in New Jersey.
However, the likelihood that a claimant was offered and receivegl demoristration services was
considerably greater than that under the existing system. Moreover, the timing of service receipt also

differed: demonstration services were generally provided earlier in t-he‘unemployngent spell.!

3. The Pi'ovision of Demoinstratioh Services

An important objective of the demonstfétion was to exanﬁne how a reemploymént program
targeted i;)ward UI claimants should be implemented. The demonstratiop desigg émphasjzcd two
aspects of this 9bjective: (1) using existing agencies and vendors to prbVide services; and (2) using.
a computer-based participant tracking system to facilitate service delivery. | ;

In the NJUIRDP, the UI agency, ES, and local JTPA program dﬁetatdm were ail involved in
delivering sérvices, and strengfﬁening linkages ambng thesé agenéim was an importani component
of the demonstration. UI staff were responsible for collecting the data used to select eligible

claimants and for monitoring claimants’ compliance with the demonstration’s reporting requirements.

"ISee Corson et al. (1989) for further discussion.
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A determination of Ul eligibility was made after claimants did not report for the initial mandatory
services, and, if appropriate, benefits were denied.

A four-person team in each demonstration office provided the initial reemployment services,
together with additional services offered at the assessment/counseliné interview. This team consisted
of three ES staff members and a JTPA staff member from the local SDA program operator. An ES
counselor served as team leader and had overall responsibility for ensuring that services were
provided. ES staff provided all services for the JSA-only and JSA plus reemployment bonus
treatment group members. JTPA staff members were involved only with the JSA plus
training/relocation treatment group members. They were expected to be involved with claimants
during the assessment/counseling interview and to work with individuals who were interested in
classroom or on-the-job training; to identify appropriate opportunities and place claimants in them.
Because the goal was to use training opportunities available in each local JTPA SDA, this component
of the demonstration strengthened linkages between the ES and the local JTPA program operators
in the 10 demonstration sites.

A computer-based tracking system was used extensively to operate the program and to provide
some of the data used for the evaluation. Data on service delivery were entered into the system, and
local office staff received lists of claimants each week who were expected to receive services. A list
of claimants who did not report for services was also generated for UI, and monitoring reports were
sent to central office staff. The system helped ensure that services were delivered as specified, and

that claimants were not "lost" from the program.

4. The Economic Environment

During the demonstration period, the New Jersey economy experienced worker displacement
caused by a long-term secular decline in manufacturing, although substantial growth occurred in other
sectors. Overall, the state economy was quite strong, and the unemployment rate during the

demonstration period was low (5 percent). The unemployment rate continued to be low (5 percent
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or less) ‘during the first several years of the' follow-up period, but with the onset of the recent
recession it rose in the last two to three years of the follow-up period to rates that ranged from'about
- 6.6 10 8.4 percent, on an-annual basis. During this later period', unemployment compensation benefits
were also extended. This extension is likely to have had an effe'(':t on UI benefit receipt. As a result

it could have affected our impact estimates for this period.

B. SUMMARY OFTHE INITIAL ANl) FIRST FOLLOW-UP EVALUATION FIl\lDINGS .

’l’he im’tial dernons_tration‘ evaluation determined that the demonstration _fegligibility screens
directed‘demonstration services to about ﬂone—quarter of the UI claimant population (Corson et al.
1989). The most important screen was the tenure requirement, which excluded individuals who had
not worked for their pre-UI employer for at least three. years Other important requirements
excluded mdivrduals under age 25 and those w1th a defi nite recall date. The net result of applying
the ehgrbility screens was an ehgrble population that contamed a substantral proportron of older
individuals, mdrvrduals whose prror ]Ob was in a declmmg industry, and mdrvxduals with other
Lharactenstics usually assocrated wrth the dlsplaced worker population and wrth difficulties in
becoming reemployed. Moreover, compared with a sample of individuals who _,were not Cllglbl(.:v\f()l‘
the demonstration, the eligible population experienced considerably fonger period_s: of UI collection
and longer unemployment spells on average Thus, the eligibility screens appear to have directed
demonstratron services toward a populatron that generally faced reemployment difficulties durmg the
year after therr 1mt1al layoff

The mrtral evaluatron also found that the demonstration achieved its objectives of providing an
inereased level of reemployrnent services to eligible claimants and of prow'ding these services. carly
in the unemployment spell Three-quarters of the clalmants in the treatment groups attendcd the
initial onentatxon and three—quarters of thls group continued through the mmal set of job-scarch

services to the assessment/counselmg interview. The level at which demonstration-eligible claimants
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received these services was substantially higher than the level at which individuals in the control
group received them from the existing service network.

The evaluation showed that the demonstration was generally successful in maintaining ongoing
contact with treatment group members after they received the initial' set of services. The rate of
training receipt for members of the second treatment group (JSA plus training or relocation) was also
higher than rates for comparable groups of claimants whose exposure to training opportunities came
through the reguiar JTPA service environment in New Jersey. However, the rate of training receipt
(15 percent of those offered training) was low in absolute terms, a situation that affects our ability
to detect training impacts.2 About 19 percent of the claimants who were offered the reemployment
bonus received it.

In general, the demonstration treatments were expected to hasten reemployment, thereby
reducing the amount of Ul collected. The potential exception was the JSA plus training or relocation
treatment. Short-run Ul impacts were expected to be lower for this treatment than for the others,
because individuals would be eligible to continue to collect benefits while they trained. Estimates of
the impacts of the treatments on Ul receipt showed that all three,treatnients reduced the amount of
benefits collected over the initial benefit year, by .47 weeks per claimant for the first treatment, .48
weeks for the second, and .97 weeks for the third. Estimates from the first follow-up study also
showed further reductions in UI receipt in the second year after layoft (Anderson et al. 1991). The
reductions (.53 weeks for the first treatment and .44 weeks for the third) were statistically significant.
These findings suggest that all of the treatments were successful in reducing thé time spent on UL
that the bonus offer pfovided an extra incentive to become reemployed quickly, and that the JSA
component had long-run as well as short-run impacts. |

Evidence on the impacts of the treatmcnté on employment and earnings indicates that all three

treatments increased employment and earnings in the year following the initial Ul claim but not in

2Few individuals received relocation assistancc.
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subsequent years. These-increases were larger in the first two quarters after the claim filing date than

in the following two quarters, and larger for the JSA-only and JSA plus reemployment bonus

 treatments (relative to the JSA plus training treatment). Overall, these increases appear primarily

attributable to the promotion of early reemployment through JSA. This early reemployment did not

- involve any sacrifice in wages. In fact, treatment groufp»memberé had slightly h’ighéi’ hourly wages for

post-Ul jobs than did control group members.

Participation' in training was ‘expected to increase the  trainees’ long-run earnings, yet
comparisons of the earnings impacts for the JSA plus training or relocation ‘treatxx;eﬁt with those for
the JSA-only treatment éuggest that the training component had no additional impact. However, only
a relatively small number of claimants participated in training, so traihing impacts would have to be
quite lérge-to be detected. Thus, we examined trainees’ earnings experiences directly to determine
whether earnings patterns suggested that training may have had an impact not detected in the formal
analysis. This analysis suggests that both classroom (occupational skills) and on-the-job training did
enhance trainees’ earnings. .

The benefit-cost analysis indicates that, relative to existing services, all three treatments offered
net benefits to claimants and to society as a whole. The JSA-only treatment énd the JSA plus
reemployment bonus treatment also led to net gains for the government sector as a whole and for
the Labor Department agencies involved in the demonstration. The JSA plus training or relocation

treatment was expensive for the government sector.

'C.  THE PURPOSE AND DESIGN OF THE SECOND FOLLOW-UP STUDY

This second follow-up evaluation of the NJUIRDP extends the analysis of demo:rxstration impacts
by approximately six years, compared with the app'ro#imately three-year peribd covered by the initial
and first follow-up evaluations. This long-runléirialysis is important for the analysis of training impacts.
which wére expected to occur over a relatively long period. This second folldw-up also prmﬁdcs an

opportunity to examine long-run earnings patterns for displaced workers, to determine whether the

20




method used in the demonstration to identify displaced wakers was successful in identifying workers
with long-run eniployment difficulties. Alternative methods of identifying displaced workers are also
investigated.

To examine impacts on Ul receipt, we collected administrative data on all new, initial clainis :
(benefit yéars) established aftei the claim that made individuals eligible for NJUIRDP.> New claims
through September 1993 and all payments made as of mid-October 1993 were included. We used
these data to construct variables describing UI activity by year, with the years defined accor(iing to
the initial claim date making the individual eligible for NJUIRDP. For example, the year of the
initial claim, or first year, for an individual with an initial claim date in July 1986 was the period from
July 1986 through June 1987, the second year was from July 1987 through June 1988, and so on. The
variables that describe UI activity used in our analysis are (1) whether a claim was established in the
year, and (2) benefits and weeks of UI collected on this claim. Thus, the benefits and weeks
collected on a claim established in, Say, the second year, could have been received in the subsequent
year. We report estimates of Ul receipt for six years that include the initial claim year, alihdugh the
measures of weeks and dollars collected are truncated for the last year and are thus underestimz«ites.“

Data on weeks worked and earnings were obtained from quarterly wage records through the
second quarter of 1993, to examine impacts on employment and earnings. These records includé
earnings on all Ul-covered jobs in New Jersey, but they exclude earnings obtained outside the.state
and earnings in uncovered employment, such as self-employment. For this reason, the wage-records
earnings are underestimates.v Treatment impacts are also likely to be underestimated, because ihcy -

were not measured for out-of-state or uncovered earnings.

3Data for the first several years were collected for the first follow-up study; the remaining data
were collected for the second follow-up study.

“The sixth-year data are truncated because full-benefit-year data are unavailable for claims
established after mid-October 1992. Becausc initial enrollment in the demonstration occurred during
July 1986 to June 1987, some initial claims that occurred in the sixth year following enrollment couid
have occurred after mid-October 1992. Bencfit years for these claims ended after October 1993. -
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For the analysis, data on quarterly earnings and weeks worked on all jobs were totaled by
calendar quarters and years (defined relative to the initial date of the claim). In all, we report data

for six years, beginning with the first calendar quarter and year after the initial claim date.

D. OUTLINE OF THE REPORT

The remaindér of this report contains four chaptefs. Chapter 1I presents our estimates of the
demonstration impacts on UI receipt for the three treatment groups, for six year.;s tﬁat include the
initial benefit year. It also presents impacts on earnings and weeks worked for thc three treatmént
groups during the six years after the initial claim date. Chapter 111 examines'zthe experience of
individuals who received training. Chaptef IV discusses strategies for targeting sefvices to. claimahts
who appear to need and can benefit from them. Chapter V updates the benefit-cost anélysis to

consider the impacts during‘ the entire follow-up period.
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II. IMPACTS ON UI RECEIPT AND EARNINGS

The initial evaluation of the New Jersey Unemployment Insurance Reemployment
Demonstration Project Y(NJUIRDP) showed that each treatmént led to a statistically significant
reduction in Unemployment Insurance (UI) receipt during the initial benefit year, as expected. This
reduction was reflected in both the amount of benefits and the number of weeks collected. The first |
follow-up evaluation also showed reductions in UI receipt in the year after the initial benefit year.
These impacts were statistically significant for two of the treatments: (1) the job-search assistance
(JSA) only; and (2) the JSA plus reemployment bonus. These evaluations also found that all three
treatments increased employment and earnings in the year after the initial UI claim, but no significant
impacts on employment and carnings were observed for subsequent years.

This chapter extends the analysis of longer-term effects of the treétments for a six-year period,
based on UI administrative records and quarterly wage records for the treatment and control samples.
It shows that the JSA plus reemplbymc‘nt bonus treatment led to further reductions in regular Ul
receipt two years after the initial benefit year. It also suggests that the JSA plus training or
relocation treatment led to a reduction in benefit receipt under the recent Emergency Unemployment
Compensation (EUC) program. While no statistically significant long-term effects on employment
and earnings were found, the modest impacts on earnings suggested by the impacts on Ul receipt
could still have occurred.

In combination with findings from carlier studies, these findings suggest that each treatment
reduced the amount of UI benefits received in the initial benefit year and in subsequent ycars.
Moreover, the findings suggest that all of the treatment components--JSA, training, and the
reemployment bonus--may have contfibuted to these longer-term impacts. The long term impacts on
UI receipt suggest that the treatments generated jobs that were more stable than those found by

control group members.
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A. IMPACTS‘ ON UI RECEIPT
*The ,’derﬁqnstration treatments were expected to and did reduce the amount of Ul collected in
fﬁg in’iii;ll beneﬁt_year. Somewhat unéxpéctedly, the first follow-up study shbwed that reductions in
Ul recéipt also occurred in the year after the initial benefit year. These reductions were statiStically
significant for tw.‘o treatments (JSA only and JSA plus a vree.mployment bonus) and ':simila‘r_ in |
- magnitude, suggesting that the JSA component led to the longer-term impécts._ 'i'h.e_svev lo.ng.'é;-term "
impacts also suggest that the treatments led to jobs that were more stable ti'lan those found by coh;roi
~ group members. |
To investigate the impacts of the treatments over‘a ‘si‘x-year'_ period, we obtained Ul
administrative records for the treatment and control sam;;l:es ihat covered fhe period from the ir-liti'al‘
- benefit yeaf through mid-October 1993. Sample members entered the demonstration from J ﬁly 1986
to June 1987, so-this time frame provides data for the in-itialﬁ"claim year (the first year) and five
sﬁbsequent years (the second 'througf) sixth years). The data for __the‘. sixth yéaf éfe limited because
complete benefit histories ‘-.are not available for all ciaimants wﬁoﬁeéén collecfing beneﬁts in the sixth
year. However, thé appliqation'of fandom assighmeﬁt_bpm(:erdures in thé_demqn§trati6n means that
all treatment an'd _controi grdﬁps are affected equally sy the in'complete Sixth-)ieé’r_data, so we have
éh0seﬁ to repOrt iﬁe data. 'Ne:\vr_ertﬁele‘ss,'bec'aﬁse the six-year data are inbomplete, our estima;cs of
th¢ mean leVels»df UI«-vrecievilv)t and our estimétes'gf treatment ixﬁpacts are biased downward for that
year.! R | |
To estimate the loﬁtherm effects of the treatments, we examined Ul receipt for the entirc
, ‘foll('>w—up period and by year. The initial benefit year, or first .ye'ér,’ was the 364 days beginning with |

the initial date of the claim, the second year was defined as the next 364 days, and so on.? I.mpacls '

n addmon we have no information on any UI received by sample members from states other
- than New Jersey. As with the sixth-year data, our estimates of Ul recelpt and treatment 1mpdus are
probably biased downward :
:"?Ihe New Jersey Ul benefit year is 364 days (52 weeks).-
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rwere estimated with regressions that controlled for the quarter of:‘ enrollment in the demonstration;
gender, race/étlinicity_, aﬁd age; base period earnings; industry; use of a union hiring hall; expéctation
of recall; potential UI duration; weekly benefit amount; and local office.3 - The tables that report the
‘res'ult_‘s show fhe impacts on treatment group,xﬁembers and the control group means. Treatment
group ‘méa‘ns may be estimatea by adding the impact to the control mean.

Tables I1.1 and I1.2 shdw, for regular Ul, estimated impacts of the tréatments on the amount of
benefits received and the humber of weeks of payments. These impacts are consistent with those
reported in the previous NJUIRDP -evaluations. The only difference is that the impact estimate in
the third year for the JSA plus reemployment bonus treatment is slightly larger than the estimate
reported in the first follow-up and is ncsw statistically significant.* This finding suggests that the
reemployment bonus component of the demonstfation, as well as the JSA component, contributed
to the longer-‘run UI impacts. |

A further change from the first follow-up étudy is that the estimated reductions in regular Ul
receipt for the full follow-up period (now six years) are statistically sigriificant for only one treatment
(the JSA plus reemployment bonus treatment). Thﬁs situation occurs because the longer follow-up
period introduces random components into the estimates, by adding data for three years (the fourth
through sixth) in which no impacts occurred. Nevertheless, the point estimates fof‘ the entire follow-
up period show substantial reductions in regular UI receipt for ga‘ll treatments.

Estimates of the impacts on the yearly probability of collecting UI (Table I1.3) show that the
reduction in UI benefits was achieved primarily through a reduction in the probability of recciving
regular UL More specifically, the JSA only and JSA plus reeniploymeﬁt bonus treatments led to a
statistically significant reduction in the probability of receiving regular Ul in the second ycar. A

statistically significant reduction in the probability of receiving regular UI was also found for the third

3These variables were defined as of the date of enrollment in the demonstration.

“Data for the third year were incomplete at the time of the first follow-up, which accounts tor
the change in the estimate.
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TABLE II.1

IMPACTS OF THE TREATMENTS ON UI DOLLARS RECEIVED
(Standard Error in Parentheses)

JSA Plus Training . JSA Plus Control

o JSA Only or Relocation Reemployment Bonus  Group Mean
Year of Initial Claim = -87 * 81 ** L 170 2> S. 3,228
(First Year) (46) (4 (45) '
Second Year 94 ***+ . .39 - -78 > 600
' (36) (33) (36) o
' Third Year 13 -15 65* : 560
(39) (35) (39)
Fourth Year 9 22 " -6 ‘ 569
(43) (39) (43)
Fifth Year a7 23 : 36 588
47) C(42) . 47
Sixth Year -13 15 -52 : 486
(43) (39) (43)
Total -181 -165 =333 *» 6,031
(132) (119) (131) :

NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus

' training or relocation sample members, 2,449 JSA plus reemployment bonus sample

members, and 2,385 control group members. The estimates are regression-adjusted
treatment-control differences. ' :

*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test. -
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TABLE 11.2

IMPACTS OF THE TREATMENTS ON UI WEEKS PAID
(Standard Error in Parentheses)

JSA Plus Training JSA Plus Control
JSA Only or Relocation Reemployment Bonus  Group Mean
Year of Initial Claim  -0.47 ** -0.48 ** 097 *** 17.9
(First Year) (0.24) (0.22) (0.24)
Second Year -0.53 *** -0.22 -0.44 ** 33
(0.19) (0.17) (0.19)
Third Year 008 -.09 -31 3.0
(.19) (.18) (-19)
Fourth Year 19 -09 05 2.8
(-20) (.18) (-20)
Fifth Year .08 -.10 .16 2.7
(-20) (-18) (:20)
Sixth Year -.03 .06 -21 22
(.18) (.16) (.18) .
Total - =76 -93 -1.72 ##e 319
(.64) (.58) (.64)

NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members. The estimates are regression-adjusted
treatment-control differences.

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE IL3

vIMPACTS OF THE TREATMENTS ON THE PROBABILITY OF UI RECEIPT
(Standard Error in Parentheses)

JSA Plus® JSA Plus

’ T e JSA- Trainingor - ‘Reemployment- _Control
. Probability of Receipt. . Only - Relocation .. . Bonus - ~ Group Mean
Second Year we2tr -ond 019 219
©11) (.010) (011) |
Third Year -:007 -.008 : =019 * .183
L (:010) (:009) (0100 :
Fourth Year 000 -.006 -.009 165
| (.010) (.009) (.010)
Fifth Year 006 -.007 002 151
© (.010) (.009) (.010)
Sixth Year -.006 000 - =014 122
_ (.009) (.008) (.009)
Total Number of Claims  -.027 -.031 059 % 840

After Initial Claim (.033) (.030) - (.033)
(Year 2 to Year 6) _ :

NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members. The estimates are regressmn—ad]ustcd
treatment-control differences.

*Statistically significant at the 90 percent confidence level for a two-tailed test..

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Suatistically 31gn1ficant at the 99 percent confi dence level for a two-tailed test
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yeaf for the JSA plus reemployment bonus group. When compared with the estimates for the
reduction in regular Ul benefits, the reduction in the probability of receiving regular UI accounts for
about two-thirds of the reduction in regular UI receipt in the second year and all of the reduction
3/ in the third year. Finally, the number of claims over the entire follow-up period also declined for
each treatment, but the impact was statistically significant only for the JSA plus reemployment bonus.

The second and third year impacts on Ul receipt must arise through reductions in UI benefit
receipt among claimants who, in the absence of the demonstration treatments, would collect benefits
each year. Thus it is useful to examine the characteristics of control group members who collect
benefits in multiple years. When we do this by examining the characteristics of control group
members who collect Ul in the second year, we find that the major difference between those
collecting benefits in the second year and those not collecting benefits is that those collecting benefits
were considerably more likely to have been on indefinite layoff (that is, have expected to be recalled
but did not have a definite recall date) at the time of the initial layoff that made them eligible for the
demonstration. Specifically, 65 percent of those collecting benefits in the second year were on
indefinite layoff as compared to 27 percent of those not collecting. This finding suggests that the
reductions in UI receipt in the second year would probably be substantially less if the eligiblc
population excluded claimants on indefinite layoff.

Toward the end of the follow-up period, several extended benefits programs were available in
New Jersey. These programs included New Jersey Emergency Unemployment Benefits (EUB), in
effect from August 19, 1991 to November 16, 1991, prior to passage of the federal Emecrgency
Unemployment Compensation (EUC) Program. The EUC program began on November 17, 1991,
and continued throughout the remainder of our follow-up perioc:‘l\;\“'w EUC claims filed by NJUIRDP
sample members began in the demonstration’s fifth or sixth follow-up year. A final state extcnded

benefits program--Additional Benefits for Training (ABT)--was available beginning in October 1992




for claimants who entered approved training. This extended benefits program is part of the state’s
Workforce Developmént’ Partnership Program.

On average, demonstration claimants collected very few benefits under the two special state
program_S (see Tables I1.4 and I1.5) but collected substantially more under the EUC program. For
example, control group members collected, on average, $763 under the EUC proéfam, Qbich is about
70 percent of the average collected unaer regular UI during the same time penod ttl;e fifth and sixth
years). |

More important, our estimates show an:imjpact of the JSA plus training or rélocation assistance
treatment on benefit collection under the EUC program. This impact estimate (a reduction in EUC
benefits of $125 or .53 weeks) is Surprising, because no impacts on regular Ul receipt were observed
for any treatment during fhe period EUC was in effect (that is, during the fifth and s1xth follow-up
years). Although this estimate could be a statistical anomaly, it could also repreéent a true impact,

because the JSA plus training or relocation assistance treatment is eXpected to have long-run impacts.
Given this uncertainty, we view this impact estimate with caution. .

Each NJUIRDP treatment appears to have reduoed the amount of Ul ben;ﬁfs received both
in the initial benefit yeai' and in subsequent years. Statistically significant reductiéons in UI benefits
occurred in the year after the initial benefit year for the JSA only and JSA plus reemploymel'lt bonus
treatments, in the next year for the JSA plus reemployment bonus treatment, and in the recent EUC
prdgram for the JSA plus training or relocation assistance treatment. Over all Ul programs (scc
Table IL.5), the NJUIRD/P treatments appear to have reduced Ul benefit receipt by about three-

quartém of a week for the JSA only treatment, by one and a half weeks for the JSA plus training or
relocation assistance tréatment, and by nearly two weeks for the JSA plus reergnplo_yment bonus

treatment. These findings suggest each of the treatment components--JSA, training, and the

-

reemployment bonus--probably contributed to the longer-term impacts and that the treatments. 1n

general, generated jobs that were more stable than those found by control group members. This
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TABLE 11.4

IMPACTS OF THE TREATMENTS ON TOTAL Ul DOLLARS RECEIVED
THROUGH OCTOBER 1993, BY PROGRAM
(Standard Errors in Parentheses)

JSA Plus JSA Plus Control
Training or Reemployment Group
Extended Benefits Program JSA Only Relocation Bonus Mean
EUB 4 3 2 48
' M © M
EUC* -40 <125 +* -46 763
(58) (52) (57
ABT* 27 -9 21 10
’ (6.6) (6.0) (6.6)
Regular UP® -181 -165 333 6,031
(132) (119) (131)
All UP 222 293 ¢+ 2375 *» 6,852
' (171) (155) (170)

Note: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training or relocation sample members,
2,449 JSA plus reemployment bonus sample members, and 2,385 control group members. The estimates are regression-adjusted

treatment-control differences.

*For some sample members, we did not have complete data on these variables for the sixth year following random assignment.

PRegular U1 impacts are for the first through sixth year after random assignment,

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE 11.5

IMPACTS OF THE TREATMENTS ON TOTAL Ul WEEKS PAID
THROUGH OCTOBER 1993, BY PROGRAM
(Standard Errors in Parentheses)

JSA Plus

JSA Plus _ - Control
o C : - Training or Reemployment Group
' Ex_lended Benefits Pro‘gr"am' JSA Only Relocation Bonus: Meém
EUB ' 00 00 o1 24
(.03) (.03) (-03) -
EUC? -03 ~53 ** -22 352
(.26) (:23) (:26)
ABT® ot - .00 o1 04
(.03) (.02) (03)
Regular UI =76 -93 -1.72 »o0 31.85
(:64) (:58) (:64)
All UP -78 -1.47 »* -1.92 ** 35.66
(:80) (73) (:80)

NOTE: The sampie used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training or relocation sample members,

2,449 JSA plus reemployment bonus sample members, and 2,385 control group members. The estimates are regression-adjusted
treatment-control differences. '

*For some sample members, we did not have complete data on these variables for the sixth year following random assignment. .

"Regular Ul impacts are for the first through sixth year after random assignment.

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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finding differs from the first fol_lbW—up finding, which attributed longer-run impacts solely to the JSA

component of the tréatments. -

B. IMPACTS oN EARNINGS
| The initi;al and first follow-up evaluationé of the demohst;ation showed that each of the
treatments increased earnings-' in the year of the initial Ul élaim, and that these earnings increases
were concentrated in the first: twé Quarters immediately following the initial claim. The earnings
impacfs were also found to be lowest for the JSA plus training or relocation treatment during this
period. This result was ekpécted, because participation in training reduced the time available for
“employment. Any trainingimpacts on earnings were expected to dccur over a lon-ger period, after
training was completed. | |
These results are based on employment and earnings data collected from a survey of sample
-members, which permitted a detailed investigation of the timing of the impaacts. _In particular, this
analysis focused on ’quarterly‘ earnings, with the qUafters defined relative t6 fhe initial UI claim date..
An additional analysis was also perfofmed on the basis of quarterly Qage records. Because thesg data
are collected on a calendar basis, this analysis could focus only on galendar quarters that began af ter
the claim date. The analysis found that the JSA plus reemployient bonus treatment had a
statistically significant impact on earnings in the first quarter following the claim, but that the impacits
of the other treatmeﬁts, while positive, were not statistically significant.’ |
To investigate vwhetherv the treatments led to longer-run impacts, we collected quarterly wage

records through the second quarter of 1993. These records provided six years of earnings and wecks

SThe difference in the findings from the two data sources could arise for a number of reasons.
including differences in how the quarters were defined, misreporting in the survey, or the fact that
wage records are available for Ul-covered employment only in New Jersey. Although we have no
reason to suspect that the treatments had an impact on the probability of working in covercd
employment in New Jersey, the unavailability of wage-records data on uncovered jobs and on jobs
outside of New Jersey is likely to bias the impact estimates downward, because using wage records
data involves the implicit assumption that the treatment-control difference in uncovered employment
is zero. - :
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worked data for all members of the sample, b‘eginniqg with the first calendar quarter and year after
the claim date. The treatment impacts were esﬁmated for these six years in ihe same mariner'as the
UI impacts Were estimated--with a regression that co‘ntrollecri{ fdr the quarter of enrollment in the
demonstration; gender, race/ethnicity, and age; base period earnings; indﬁstry; use of a uhioﬁ hiring
"‘ha_li; expe_ctaﬁdn Of recall; potential duration; weekly benefit amouﬁt; and local office.

Tables I1.6 to IL8, thch report the results of this analysis for the probability of working,

carnings, and weeks worked, show no éh;\nge from the first follow-up. As shov_gn in the tables, the
only stétistically significant in;pact for all mez;sures of employment and eamings’tis the one reported
earlier--that is, the JSA plus reemployment bonus treatmenf incréase& the probaf;ility of working (by
.04), earnings (by $176), and weeks worked (by .37) in the first quarter following the claim date. The
JSA plus reemployment bonus treatment also led to a statistically significant increase in weéks worked
in the second quarter following the date 6f ‘claim. While the impact estimates for the other two
_treatments are not statistically significant, the point estimates of the first year _imbacts are consistent
with the statistically significant impacts on UI weeks. Our estifnates of4 eaming§ impacts in Year 2
and Year 3; while insignificant and sometimes negative, are also consistent with the stétistically
significant impacts on UI weeks that we found for those years. Thls difference ingthe ability to detect
impacts arises because the variation in earnings among individuals is considerably larger than thcv
variation in UI weeks. Hence, the standard error of our earnings impact estimates are too large to
detect the modest earnings gains we would expect, givénbthe Ul impécts.

Although there are féw impacts to repoﬁ, it is GSCful to invéstigate the pattern of embloymcni
and eamings over time. This investigation (using the control group) indicates that less than 50
percent of control group sample members were in covered employmént in New Jersey in thc first

quarter after the claim (Table 1L9).® This pcrééntage rose substa'ntiélly in the second quarter to 57

®It is important to remember that, because of missing wage records for those in uncovercd jobs
or in covered jobs outside of New Jersey, the proportion employed is biased downward.
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TABLE IL.6

IMPACTS OF THE TREATMENTS ON THE
PROBABILITY OF WORKING?
(Standard Error in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter
1 - 0018 0.015 0.040 *** 0.49
(0.014) (0.013) (0.014)
2 0.021 0.002 0.022 0.57
(0.014) (0.012) » (0.014)
3 0.012 0.005 0.003 0.63
(0.014) (0.012) (0.013)
4 0.005 -0.004 -0.006 0.63
(0.014) (0.012) (0.014)
Year
1 008 011 012 .76
(:012) (.011) (.012)
2 .005 -.001 -.005 73
‘ (.013) (.011) (.012)
3 .009 -.002 =011 .69
(.013) (012) (.013)
4 019 .000 - .004 .64
(.013) (012) (:013)
5 020 .008 007 .59
(.014) (012) (:014)
6 .009 .009 000 55
(.014) (012) (.014)
Total 070 024 008 3.96
(Year 1 to Year 6) (:063) (:057) (-063)

NoOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members. The estimates are regression-adjusted treatment-control differences.

- *The probability of working is defined as having reported earnings in a quarter or in a year.
*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.

35




TABLE IL7

IMPACTS OF THE TREATMENTS ON EARNINGS, IN DOLLARS
(Standard Error in Parentheses)

Quarter/Year . JSA Plus Training JSA Plus | Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter P
1 28 58 176 . 1,638
83 (75) | (83)
2 75 23 19 2174
(90) (8 (39)
3 0 47 | a6 : 2,507
(82) (75) (82) :
4 31 28 o 79 2,517
- (86) an - (85)
Year ‘
1 235 109 379 . 8,836
_(266) (241) (265)
2 279 -149 | 21 . 11,253
(327) (296) (326) |
3 143 2 , 3 11,831
(363) (328) (361)
4 181 57 434 11,679
(376) (341) (375)
5 121 - 67 o113 11,647
(400) (362) (349)
6 193 283 193 11,188
(412) (373) - (410)
Total 1,152 232 ‘ 874 | 66,434
(Year 1 to Year 6) (1,811) (1,640) . (1,805)

NoOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members. The estimates are regression-adjusted treatment-control differences.

*Statisticél]y significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
“***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE IL.8

IMPACTS OF THE TREATMENTS ON WEEKS WORKED
(Standard Error in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter s
1 0.18 0.12 0.37
(0.14) (0.13) (0.14) 39
2 021 001 027" 56
(0.16) 0.14) (0.16)
3 0.21 , 0.08 0.08 6.7
(0.16) (0.15) (0.16)
4 0.09 0.02 0.05 6.6
(0.17) (0.15) 0.17)
Year
1 68 17 77 22.8
(.51) (.46) (51)
2 45 -31 -.18 276
‘ (:59) (:54) (.59
3 25 -12 .10 ' 26.8
(:62) (.:56) (61)
4 67 22 . .60 249
(:62) (.56) (.62)
5 78 .49 27 22.9
(.62) (57) (:62)
6 49 40 35 213
(62) (.56) (62)
Total 3.33 .85 - 192 146.3
(Year 1 to Year 6) (3.00) 2.71) ~ (2.99)

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members. The estimates are regression-adjusted treatment-control differences.

*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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“TABLE IL9

MEAN EARNINGS AND EMPLOYMENT FOR THE CONTROL GROUP

1) @ 3)

'Mean Earnings
Minus Base Period

- Mean Earnings for -
Probability of =~ Earnings = Employed Individuals
Working (Dollars) . (Dollars)

Base Period (Annual Earnings) - 1.0 17,908 0
Quarter (Year 1) _

1 49 1,638 -1,234

2 57 2174 -534

3 .63 2,507 419

4 63 2,517 -378
Year : .

1 .76 8,836 *.-6,009

2 73 . 11,253 -1,962

3 69 11,831 . -758

4 .64 11,679 72

5 .59 11,647 1,291

6

.55 11,188 1,889

]
NOTE:  Mean earnings in column 2 are computed over the entire control group. Mean earnings
in column 3 are computed in each follow-up quarter or year for individuals who were
employed. . '

38




percent and to 63 percent in the third and fourth quarters. Annually, 76 percent were employed at
some time during the initial benefit year. This percentage declined in each subsequent year and
reached 55 percent in year six. However, this decline is probably a reflection of the fact that some
claimants moved from New Jersey or withdrew from the labor force, rather than a reflection of
increased unemployment (the probability of beginning a UI claim also declined each year--see
Table II.3).

Because the absence of New Jersey wage records data does not necessarily mean that an
individual is unemployed, we can focus on the experiences of individuals who are employed in New
Jersey to gain further insights into the employment expériences of claimants. We do this by
examining the pattern of post-UI quarterly earnings relative to quhrterly base period earnings for
individuals who were employed in covered employment.” This analysis shows the pattern of earnings
recovery (see Table 11.9). In the first quarter after the initial claim, quarterly earnings were well
below those for the base period (the average difference was -$1,234), because many claimants ended
their UI spell within the quarter and thus did not work the entire quarter. In the second quarter,
more individuals worked the full quarter, and the difference deélined.y By the fourth quarter, the
average difference was -$378. By this point, most individuals who were working worked the full
quarter, and the negative difference indicates that, on average, claimants were in lower-paying jyobs
than they were prior to the initial Ul claim.

Data by year show that average earnings for employed individuals did not reach pre-UI levels
until the fourth yéar after the initial claim, when average earnings exceeded the base period level by
$72. By the sixth year, average earnings for employed individuals exceeded the base period average
by $1,889. However, this 10.5 percent increase in nominal earnihgs did not keep pace with inflation

(the consumer price index for the Northeast rose approximately 34 percent in this period), or with

"The variable used for this analysis is dctined as quarterly earnings minus average quarterly
earnings during the base period, conditional on the presence of earnings in the quarter.
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the average weekly earnings of manufacfuring workers in New Jersey (average weekly earnings rose
by approximately 25 percent in this period).®

Information on employer attachment, reported in Table I1.10, provides a further measure of long
run employment outcomes among control group members. These data show that, in the six years

following their layoff, the majority of the claimants targeted by the NJUIRDP had either no

* attachment or very little attachment to the base period employer who paid them the largest amount

of wages.” Two-third;v» received no earnings from the largest base period employer; and an additional
9. percent received earnings in only one quarter (comparisons of interview and 'jxvage record data
suggest tﬁat, in mény cases, these reported earnings may have been severance payments).’ The
remaining clairhants Had 2or ‘more quarters with earnings, but, even among this group, very few had
earnings from the largest base period employer throughout the follow-up period. Only 7 percent had
earnings from the largest base period employer for more than foﬁr years foliowiné the initial layoff.

In summary, our wage-records-based analysis of employment and earnings following the initial
UI claim suggests that at least one treatment, the JSA plus reemployment bonus, increased earnings
initially. None of ;he treatments had statistically significant longer-run impacts on ithe probability of
working, the amount of éamings, or weeks worked. However, since the variation 1;1 earnings amoﬁg
claimants is quite large the modest impacts suggested by the UI impact estimates could still have
occurred.

Finally, our examination of earnings of employed control group members shows that nominal

annual earnings remained Below base period levels until the fourth year after the initial UI claim and

8These comparisons were made from April 1986, the midpoint of the average individual's basc
period, to July 1992, the midpoint of the sixth year after the initial claim, for the average samplc
member. o :

%An alternative and perhaps preferable way of examining employer attachment would be to
examine attachment to the employer whose layoff led to the UI claim. However, becausc data
identifying the layoff employer were not available for all members of the sample, we chose to usc the
largest layoff employers. This approach provides consistent data on the entire sample.

19See Appendix D in Corson et al., 1992,
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TABLE II.10

ATTACHMENT TO THE LARGEST BASE PERIOD EMPLOYER

Number of Post UI Quarters with Earnings from Largest

Base Period Employer : Percent

0 67.0 I
1 | ' 9.2
2-4 A 5.9

5-8 5.6

9-12 \ 3.7

13-16 2.2

17-20 2.6

21-24 3.9

NOTE:  The distribution shows the number of quarters in the first six years after the UI claim in
which earnings from the largest base period employer are reported in wage records.

41




that, even by the sixth year, earnings of employed individuals had not kept pace with inflation. These

findings suggest that, on average, claimants were unable to obtain reemployment in jobs with the

same earnings potential as that of their pre-UI jobs.
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HI. UI RECEIPT AND EARNINGS FOR THOSE RECEIVING TRAINING

This chapter extends the analysis in the previous chapter by examining Unemployment Insurance
(UI) receipt and employment and earnings for individuals who received training. Thié group is of
interest because of the expectation that the training they received would help them increase their
future earnings. The analysis of differences among treatment groups in the previous chapter did not
find such impacts. However, the analysis presented here suggests that classroom and on-the-job
training did in fact enhance the economic position of claimants who participated.

In Chapter II, we found that the impacts of the job-search assistance (JSA) plus training or
relocation treatment on Ul and earnings were not significantly greater than the impacts of the JSA-
* only treatment. However, this conclusion may be misleading. Only a small percentage (15 percent)
of individuals who were offered training actually received it, so training impacts would need to be
quite large (on the order of $1,500 a quarter) to be detected.! Impacts of this magnitude are much
larger than have typically been found in evaluations of training programs (for a summary, see Leigh
1990). In this chapter, we examine trainees’ UI and earnings experience to determine whether
training may have had an impact that was not detected in the treatment to treatment ’group
comparison.

For the analysis presented in this chapter, we compared the UI and earnings experience of
trainees with the experience of assessed JSA-only claimants. Because the training offer was made
at the assessment interviews, we could create a sample of JSA-only claimants who were more closcly
comparable to the trainees by excluding JSA-only claimants who were not assessed. Despite this

effort to create the most appropriate comparison group, we could not interpret the benefit and

IFor example, if we compared the quarterly earnings of claimants in the JSA-only treatment with
the quarterly earnings of those in the JSA plus training or relocation treatment, the training impacts
would need to be at least $1,500 per quarter, per trainee, to be detected with a 70 percent chance
under a one-tail test at a 95 percent confidcnee level.
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earnings differenees between the trainees and the assessed J SA-oniy group as estimates of the impact
of training, because training participarits were not chosen at random. Individuals who participated
in'trnining were likely to differ systematically from those who were offered training but chose not to
participate. However, we had no equivalent group of nontrainees with.which to eOmpnre the training
participants, as a basis for estimating' the im’pact‘of training.

We extended this analysis by controlling for the observed differences between the trainees and
nontrainees, using regression methods for estimating the‘effect of training on employment and Ul
receipt. The regression spec1t” ication for this analysis included as the dependent vanable the change
in eammgs between the base period and the postclaim quarter Hence we measured the effect of
training as the estimated impact on the relative change in earnings between the base period and the
postclaim pe’riod.? These results may ’also- provide biased estimates of the effects of training, to the
extent that unobserved factors affect both the self-selection nf training partici_;)ants and workers’
4 earnings and UI receipt outcomes.

These analyses showed that the labor niarket and UI benefit experience of ciaimants in the JSA
plus training or relocation treatment who received training appeared to differ significantly from the
experience ef claimants \ivho were assigned to the JSA-only group and were assessed. Claimants who
received on-the-job training experienced relatively high levels of employment and earnings throughont
the period following the initial clalm These claimants also received relatively lower levels of Ul
benefits than the assessed JSA-only claimants fol]owmg the initial claim. On the other hand
claimants who received classroom training (which involved' occupationai traming, as oppr)s_cd to
remedial or general education) experienced less employment and lower'earnings than the JSA-only

i

claimants in the first three quarters following the claim date. In subsequent quarters, the classroom

2Ashenfelter ( 1978) and Card and Sullivan (1988) show that a similar estimator yields a consistent
estimate of the impact on earnings if (1) shocks in earnings are uncorrelated with their own lagged
values and with the decision to partncnpate in training, and (2) the individual-specific componcnt of
earnings enters linearly into the earnings cquation. The implications of these assumptions arc
discussed in Appendix A of Anderson et al. (1991). ' :
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trainees experienced employment and earnings that were somewhat higher than the employment and
earnings of the assessed JSA-only group. The pattern of Ul ‘reeeipt among classroom trainees was
consistent w1th their employment and earnings experience. The classroom trainees received relatively
| high beneﬁts in the year of their initial cla1m but relatively low beneﬁts in subsequent years. - The
patterns of earnings and Ul receipt did not change appreciably when we controlled for individuals’
characteristics. These findings suggest that training enhanced the employment and earnings of both

on-the-job trainees and classroom trainees in the long run.

A. EARNINGS AND WEEKS WORKED FOR TRAINEES

The 314 claimants in the JSA plus training or relocation treatment who particip‘ated in classroom
training received significantly lower earnings, on average, than theassessed JSA-only group members
in the first three quarters foiloWing the claim date (see Table IIL.1). However, these differences are
not surprising, given that many individuals did not work while they were attending classroom training.

After the third quarter following theclaim date, earnings for the classroom trainees were higher
than earnings for the assessed JSA-only group. These differences increased and reached a peak
during the third year of followup, when classroom trainees earned approximately $1,300 more than
the assessed group. In subsequent_years, this difference declined somewhat and was no longer
statistically significant. As noted, these differences should not be interpreted as impacts of training
because the classroom trainees‘ and assessed JSA-only groups were drawn from two differcnt
populations. The individual characteristics of these two groups differed at the point of random

assignment, so one would expect that their subsequent earnings would be different.>

3Relative to the JSA-only assessed group, both classroom and on-the-job trainees werc morc
likely to be black and age 34 or younger. In addition, relatively few trainees expected to be recalled.
Finally, classroom trainees were more likely to be women than were those in the JSA-only asscssed
group. We controlled for all of these differences in the impact regressmns reported in the text below
and in Tables I11.2, ITL3, IIL5, and IIL6.

45




TABLE IIL1

AVER‘AGE’ EARNINGS OF TRAINING RECIPIENTS, IN DOLLARS
(Standard Deviations in ‘,Parentheses)

JSA Plus Training JSA Plus Training or' JSA-Only:
or Relocation: Relocation: On-the-Job Assessed
Period .~ Classroom Trainees - - Trainees - Claimants
Quhrter ,
Base Period (Average per 4,662 4,085 4,735
Quarter) (2,382) (2,345) (2,999)
1 610 ** 1,926 ** 1,109
(1,624) (2,454) (2,805)
2 1,001 ***. 3,375 *** 1,682
(2,818) (2,520) (3,314)
3 1,868 ** 4,220 *** 2,230
(2,371) (3,058) (2,858)
4 2,442 4,675 *** 2,299
(2,616) (3,640) (2,983)
Year
1 5920 *** - 14,196 *** 7,320
(6,420) (10,464) (8,925)
2 . 11,601 * - 18,895 *** 10,422
_ (10,257) (13,554) (11,907)
3 12,678 * 23,220 ¥ 11,346
(11,872) (21,550) (13,053)
4 12,444 120,073 *** 11,363
(12,340) (13,935) (13,524)
5 12,184 19,232 *** 11,379
- (13,003) - (15,711) (14,770)
6 11,996 20,682 *** - 11,214
(13,613) (17,7110) (15,254)
Total 66,825 116,299 *** 63,043
(Years 1 to 6) (58,091) (79,793) (66,459)
Number of Observations 314 45 1,363

*Significantly different from the JSA-only treatment mean at the 90 percent confidence level in

.a two-tail test.

** Significantly different from the JSA-only treatment mean at the 95 percent confidence lcvel in

a two-tail test.

*** Significantly dlffe_rent from the JSA-only treatment mean at the 99 percent confidence lcvcl in

a two-tail test.
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However, even when we controlled for differences in individual characteristics, our impact
estimates suggested that classroom training reduced earnings in the first two quarters after the initial
elaim, and then enhanced the earnings of the frainees‘ in later periods (see Table II1.2).*

- We obtained similar findings for the impacts of training on average weeks bworked (see
Table 111.3).> Classroom training had a negative impact on weeks worked during the first three
quarters and a positive impact on weeks worked during subsequent quarters. On-the-job training had
a positive impact on weeks worked during every quarter of followup.

A relatively small number of claimants in the JSA plus training or relocation treatment (45
individuals) received on-the-job training. Claimants who received on-the-job training had significantly
higher earnings than did the essessed JSA-only claimants in all quarters following the first quarter
after the claim date, as shown in Table III.1. To seme extent, this fesult is not surprising, because,
by definition, on-the-job training recipients should have been employed, at least in the early quarters.
However, the higher earnings of on-the-job trainees- persisted because the trainees remained
employed and their earnings grew over time. By the third year of followup, on-the-job trainees were
receiving over 42 percent more earnings than they received during the four quarters of the base
period. On-the-job trainees replaced their base-period earnings to a much greater extent than did
the assessed JSA-only claimants, who received third-year earnings that were 40 percent lower than
their base-period earnings. This evidence cannot Jbe used to argue that on-the-job training will
increase earnings for a randomly chosen group of UI claimants, but it does demonstrate that the
claimants who received on-the-job training achieved a relatively high level of earnings after the

demonstration.

*As noted, the dependent variable used in the earnings impact regression was the ‘change in
earnings between the base period and the postclaim quarter.

SFor these impact regressions, we used a dependent variable equal to the number of wecks
worked in a given period.
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TABLE HI.2 -

ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE QUARTERLY
EARNINGS OF TRAINING RECIPIENTS, IN DOLLARS
(F Statistics in Parentheses)

Classroom Training " On-the-Job Training
Quarter )
1 : -458 ** : 1,469 ***
(4.96) (8.67)
2 ‘ 635 **x - L 2,347 *xx
(7.05) o - (1633)
3 314 2,632 ***.
(2.20) (26.21)
4 195 2,995 ***
- (0.76) (30.32)
Year ’
1 a2t o 9,443 +++
(2.73) (28.11)
2 1,402 10,987 ***
(2.53) | (26.33)
3 1,561 * 14,387 ***
(2.86) | (41.22)
4 A 1,298 11,232 ***
| (1.85) (23.59)
5 1,025 10,357 ***
| (1.00) (17.27)
6 1,004 11,954 ***
95 N (22.98)

NOTE:  The estimated impacts of training are based on regressions that include training indicators
and a set of interaction terms, where the interaction terms are equal to the product of the
training indicators and a variety of economic and demographic variables. The hypothesis
test used to evaluate the statistical significance of the estimated impact is an F test of the
linear equation implied by having the training indicators take a value of 1. The test is
calculated according to the assumption that the economic and demographic variables arc
equal to the means for the training groups. The critical values for the F statistic are 2.71.
3.84, and 6.63 for the 90, 95, and 99 percent confidence levels, respectively.

* Significantly different from zero at thé 90 percent confidence level in an F test.
** Significantly different from zero at the 95 percent confidence level in an F test.
***Significantly different from zero at the 99 percent confidence level in an F test.




TABLE III.3

ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE WEEKS WORKED

PER QUARTER BY TRAINING RECIPIENTS, IN DOLLARS
(F Statistics in Parentheses)

Classroom Training On-the-Job Training
Quarter
1 11,00 *** | 2,57 *x*
(13.83) (15.62)
2 -1.90 *** 4.98 #**
(28.49) (33.36)

3 -0.60 4,55 **+*
(2.47) ' (23.79)

4 0.74 * 4.69 ***
(3.64) (25.07)

Year

1 276 ** 16.79 ***
(5.79) (36.39)

2 3.58 ** 16.50 ***
(6.25) (22.60)

3 2,95 ** 18.49 ***
(4.25) (28.30)

4 226 15.91 ***
(2.40) (20.30)

5 2.11 13.63 ***
(2.06) (14.55)

6 1.97 12.01 ***
(1.80) (11.32)

NOTE:  The estimated impacts of training are based on regressions that include training indicators

and a set of interaction terms, where the interaction terms are equal to the product of the
training indicators and a variety of economic and demographic variables. The hypothesis
test used to evaluate the statistical significance of the estimated impact is an F test of the
linear equation implied by having the training indicators take a value of 1. The test is
calculated according to the assumption that the economic and demographic variables arc
equal to the means for the training groups. The critical values for the F statistic are 2.71.
3.84, and 6.63 for the 90, 95, and 99 percent confidence levels, respectively.

* Significantly different from zero at the 90 percent confidence level in an F test.
** Significantly different from zero at the 95 percent confidence level in an F test.
***Significantly different from zero at the 99 percent confidence level in an F test.
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The fegression-based éstimated i;npACts of on-t’hé-job training on earnings and wetj,ks worked
were consistent with these differences. Our findings indicated ‘t‘hat on-the-job training had a
substantial and statistically significan‘t impact on earnings and weeks worked throughout the six years
of followup (see Table III.2 and HI.3). The estimated impact on earnings wa§ equal to $9,000 to

$15,000 per year; the impacts on weeks worked were 12 to 18 additional weeks per year.

B. UI RECEIPT FOR TRAINEES
The findings on training recipients’ Ul receipt were generally consistent wnth the findings on the
earnings and employment for this group. Table III.4 shows that classroom traiﬁees received about
$4,500 in benefits in the year of their initial claim, compared with about $3,900 for assessed JSA-only
claimants. Similarly, weeks of Ul benefits collected in the year of the initial claim differed between
the two groups: classroom trainees received about 24 weeks, on average, compared with abdut 21
weeks, on average, for the assessed JSA-only claimants. Thus, classroom trainees received greater
benefits during the time they participated in training programs. |
After the year of the initial claim, classroom trainees received less Ul beneﬁ}ts, on aver.ége, than
the assessed JSA-only élaimants, in terms of both dollars and weeks paid. On éverage,’the overall
amount of UI receipt for classroom trainees after the year of the initial claim was about 10 percent
lower than the amount received by the assessed JSA-only group during this_vp‘eriod (see Table'111.4).
-However, the differences in Ul benefits received by the two groups were statistically signiﬁcant only
in the third year. During this year, the classroom trainees received slightly more than two'-th.irds of
the benefits received by the asseSSed JSA-only claimants. The differences in weeks paid for the two
groups were statistically significant in both the third and fourth years ~when, relative to the JSA-only
group, classroom trainees received .7 and .9 fewer weeks of benefits, respectivély. The regrc_&v@inn
estimates of the classrodm training impacts on UI benefits and UI weeks .paid (See Tables III.‘..ﬁ and
Table I11.6) are very similar in magnitude and statistical significance to these raw differences in U1

receipt. , , ~ . i
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TABLE 1114

AVERAGE UI RECEIPT FOR TRAINING RECIPIENTS
(Standard Deviations in Parentheses)

JSA Plus Training or JSA Plus Training or
Relocation: Classroom = Relocation: On-the-Job ~ JSA-Only: Assessed
Trainees Trainees Claimants

Year of Initial Claim 4,512 *** 2,589 **x 3,896

(First Year) (1,284) (1,176) (1,533)
Second Year 363 229 370
(1,179) (789) (1,125)
Third Year 273 ** 425 405
(994) (1,533) (1,260)
Fourth Year 323 392 450
(1,278) (1,627) (1,379)
Fifth Year 407 612 514
(1,473) (1,508) , (1,600)
Sixth Year ' 438 246 366
(1,579) (1,045) (1,330)
Total Benefits 7,021 5,207 *

(First to Sixth Year) (5,117) (4,979)
Year of Initial Claim 24.1 *** 15.5 *** 21.3
(First Year) 4.0) (10 6.3)
Second Year 1.7 1.2 2.0
5.4) 3.9) (5.9)
Third Year 1.5 ** ; 2.0 2.2
5.4) 6.7) (6.6)
Fourth Year 1.4 ** 1.6 2.3
54) (6.1) . 6.7)
Fifth Year 1.8 3.4 ' 23
6.4) - (8.0) (6.8)
Sixth Year 1.9 1.3 1.7
(6.5) 5.3) 5.7
Total Weeks 32.5 24.9 ** - 319
(First to Sixth Year) (15.2) (19.1) (19.8)
Number of Observations 314 45 1,363

* Significantly different from the JSA-only treatment mean at the 90 percent confidence level in a two-tail .
test. :

** Significantly different from the JSA-only treatment mean at the 95 percent confidence level in a two-tail
test. :

*** Significantly different from the JSA-only trcatment mean at the 99 percent confidence level in a two-tail
test.
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ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE UI RECEIPT
FOR TRAINING RECIPIENTS, IN DOLLARS
(F Statistics in Parentheses)

TABLE IILS

Classroom Training

Year of Initial Claim 639 *** 1,312 ***

(52.0) (37.2)

Second Year 2 B T3

' (.0) | T

Third Year 132 ** 12
| (3.0) (0

Fourth Year -124 -57
| (2.1) -1

Fifth Year -104 102
(1.1) (-2)

Sixth Year 73 121
' &) : (-3)

NOTE:  The estimated impacts of training are based on regressions that include training indicators
and a set of interaction terms, where the interaction terms are equal to:the product of the
training indicators and a variety of economic and demographic variables. The hypothesis
test used to evaluate the statistical significance of the estimated impact is an F test of the
linear equation implied by having the training indicators take a value; of 1. The test is
calculated according to the assumption that the economic and demographic variables are
equal to the means for the training groups. The critical values for the F statistic are 2.71,

3.84, and 6.63 for the 90, 95, and 99 percent confidence levels, respectively.

* “Significantly different from zero at the 90 percent confidence level in an F test.
** Significantly different from zero at the 95 percent confidence level in an F test.
***Significantly different from zero at the 99 percent confidence level in an F test.
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TABLE IIL.6

ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE WEEKS
OF UI PAID FOR TRAINING RECIPIENTS
(F Statistics in Parentheses)

Classroom Training On-the-Job Training
Year of Initial Claim 2.80 *** -5.71 *x

(57.1) (40.3)

Second Year -31 -83
(7 (9

Third Year Y -24
| (32) (1)

Fourth Year -.88 ** =71
4.7 (.5)

Fifth Year -.49 1.16
(1.3) (1.3)

Sixth Year .20 -42
(3) (2)

NOTE:  The estimated impacts of training are based on regressions that include training indicators
and a set of interaction terms, where the interaction terms are equal to the product of the
training indicators and a variety of economic and demographic variables. The hypothesis
test used to evaluate the statistical significance of the estimated impact is an F test of the
linear equation implied by having the training indicators take a value of 1. The test is
calculated according to the assumption that the economic and demographic variables arc
equal to the means for the training groups. The critical values for the F statistic are 2.71,
3.84, and 6.63 for the 90, 95, and 99 percent confidence levels, respectively.

* Significantly different from zero at the 90 percent confidence level in an F test.

** Significantly different from zero at the 95 percent confidence level in an F test.
***Significantly different from zero at the 99 percent confidence level in an F test.
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Claimants in the JSA plus training or reloca'ti‘(')h treatment who received on-t-hé—job training
received significantly less UI benefits during the year of the initial claim, but the differences in
subsequent years were not significant (see Table IIL4). The difference in weeks of UI paid for the
two groups was equal to six weeks in the year of the initial claim. Annual differences in subsequent
years ‘were aﬂ small and not statistically significant. These findings are consistent with the findings

from the regression estimates of on-the-job training impacts (see Table 1115 and Table I1L.6).
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IV. TARGETING STRATEGIES

A key objective of the New Jersey Unemployment Insurance Reemployment ’Demonstration
Project (NJUIRDP) was to provide reemployment services to workers who were likely to face
prolonged spells of unemployment. Program planners reasoned that this group had the greatest need
for reemployment services and was most likely to benefit from these services. To achieve this
targeting objective, the demonstration used several criteria to screen out those who were likely to
obtain a new job quickly, without any assistance.!

The evaluation report documented that the demonstratidn succeeded in targeting a group that,
in the absence of services, would have experienced greater-than-average reemployment problems
during the first year of followup than did those screened out of the demonstration \(Corson et al.
1989). However, it is not clear whether the group NJUIRDP targeted would have experienced
greater long-term employment problems than noneligibles. This chapter addresses this question,
taking advantage of the six years of follow-up data that are now available.

Based in part, on the design and the initial ﬁndfngs from the NJUIRDP, the Unemployment
Compensation Amendments of 1993 mandated that states identify workers likely to exhaust UT and
refer them to reemployment services. (New Jersey is one of five prototype states that plan to
implement this type of targeting system during fall 1994.) The U.S. Department of Labor (USDCL)
has suggested that this targeting process, known as worker "profiling," can occur in one of two ways.
One option, used in NJUIRDDP, is for states to identify specific characteristics for use as screens.

Alternatively, states can use a three-step targeting process, illustrated in a paper produced by

USDOL (see paper by Kelleen Worden in USDOL, 1994). The first step involves screening out

1As described in Chapter I, the demonstration excluded those who (1) did not receive a lir
payment within five weeks after their initial claim or received a partial first payment because they had
earnings, (2) were younger than 25, (3) had less than three years of tenure on their pre-UlI job. (4)
had a definite recall date, or (5) sought work through a union hiring hall.
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workers who are not permanently separated--those who have a definite recall date or who seek work

through an approved union hiring hall. In the second step, states can use a number of different

. characteristics to estimate an individual’s probability of exhausting UI (this procedure is described in |

more depth later). In the third step, states refer to reemployment services as many workers as they

can, given resource constraints. Workers with higher predicted probabilities of exhausting UI are

referred before workers with lower probabilities of exhausting UL As a result, workers with the

highest predicted probabilities of exhausting Ul are referred to reemployment services.

In this chapter, we assess the differences between two alternative ways of tairgeting services to

UI claimants: (1) the targeting method used by NJUIRDP; and (2) the new three-step profiling

method developed by USDOL. First, we compare the extent to which each of these methods

succeeds in targetjxig workers with employment problems that are more serious than the aVerage for

UI claimants. Second, we assess whether the average impacts on employment and U receipt would

have been larger had the demonstration targeted workers in the same manner as the three-step

profiling system. In particular, we address the question of whether workers with thé;: largest predicted

probabilities of UI exhaustion experienced the largest impacts from NJUIRDP.

To make these assessments, we assume that about 30 percent of the workers passmg the initial
screens are referred to reemployment services. Since states are expected to refer to reemployment
services workers with the highest predicted probébilities of exhaustion, we' implement this assumption
by assuming that workers with predicted probabilities of exhaustion above the 70th percentile are the
of;es referred to services. These assumptions only approximate what would happen in actual practice
since the threshold between who is referre_d, to reemployment services and who is not referred will
vary by office by week dépending on available resources and the nature of the caseload. In addition,
DOL’s plans, as reflected in the proposed Reemplbyment Act of 1994, call for increased funding for
services for dislocated workers. Thus our assumption that 30 percent of the wbrkers passing the

initial screens are referred to reemployment services should be viewed as representing initial
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application of the worker profiling and reemployment services system. As additional funds for
services become available 50 percent or more of the workers passing the initial screens may be
referred to services.

Thé chapter is organized as follows. First, we describe our profiling sample, méthodology, and
estimates. Second, we compare the short- and long-term employment experiences of several groups,
including all UI claimants, NJUIRDP controls, NJUIRDP noneligibles, and Workers targeted by the
simulated three-step profiling system. Third, we assess whether the NJUIRDP impacts were larger

for workers who would be targeted by the three-step profiling system than for other workers.

A. PROFILING SIMULATION

Employing the N:IUIRDP data, we followed the three-step profiling process proposed by
USDOL and produced results that are similar to those generated by USDOL (USDO_L 1994). In
géneral, the relationships between the independent and dependgnt variables are similar to those
found by USDOL. However, our state-specific model has substantially less predictive power than the
one estimated by USDOL with national data.

The first subsection describes the sample used to estimate the profiling model. The second
subsection discusses the specification of our model and the minor differences between our variables

and those used by USDOL. The third subsection reports the results from the model.

1. Samples Used to Estimate the Model

We estimated profiling models using two alternative samples: (1) a relatively large sample
~ (N=3,153), with all of the basic variables needed to estimate our model (the "records sample”); and
(2) a substantially smaller subsample (N=1,541), for which additional variables were available (the

"survey sample").> In each case, we removed from the samples workers who would be screened out

’These additional variables were collected through a survey conducted by Mathematica Policy
Research, Inc., in 1988 for the demonstration evaluation. As described in the next subsection, the
survey sample included additional information on claimants’ job tenure and occupation.
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by the first of the three profiling bsteps proposed by USDOL and workers for whom we did not have
sufficient data to make this determination. Both samples included NJUIRDP eligibles and a portion
of the NJUIRDP noneligibles.
To represent NJUIRDP eligibles in both samples, we used the- demonstration control group
~ members. These individuals did not receive eny NJUIRDP treatments, so their rate of Ul eihaustion
was not affected by the demonstration. Siﬁce all NJUIRDP eligibles--including.éll.control group
. members--were permanently separated workers, none of these workers was scr_eened out in the ﬁrst
of the three profiling steps. Within the full population of Ul recipientsv,y ?NJUIRD‘P el_igibles
reéresented 26.6 percent of ‘all claimants (see Figure IV.1).

There were two groups of NJUIRDP noneligibles, fepresenting two sets of screens applied-
secjuentially'by the demonstration. The first group of workers screened out of the demonstration
were the "mainframe noneligibles,” workers excluded from NJUIRDP on the basis of data étoted on
the state’s central mainframe computer. The second group of noneligibles, the "I;atticipant Tracking
System (PTS) noneligibles", were screened out of NJUIRDP on the basjs of 'dat:a collected m loc;i!
Ul offices and transmitted to the stand-alone compu@ef ﬁeed: t'\évoperéte‘ the'demqnstratio'n’s tréckiﬁg

!
i

system.
To apply the first step in the profiling pfdceSs, we excluded frém'the sample all mainframe
noneligibles and a portion of PTS nonehgﬂ)les The mamframe nonehglbles were screened out of

the NJUIRDP eligible population for Qne or-more qf the- follewmg reasons:

. The'y.received partial payments because'they' had positive earnings.

 They had a gap between the date of their claim filing and their first payment of morc
than five weeks.

. They were younger than age 25.

3Wnthm the full population of UI recipients, the mamframe noneligibles represented 28 pereent
of all claimants (see Figure IV.1).
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States implementing the new worker profiling policy are expected to exclude workers who
received partial payments and had positive earnings because these workers are not permanently
separated. States may also exclude workers with a five-week or longer gap between their claim date
and the date of the first payment, because delays in the first Ul payment make it impossible to meet
the objective of early intervention. States will not, however, exclude workers under 25 because states
are not allowed to use age as a screen for profiling. Nevertheless we had to exclude this group from
the- analysts because we did not have the data on tenure, recall expectatlons or umon hmng hall
status for this gtoup.

'We also excluded from the sample PTS noneligibles who we knew ‘were' not permanently
separated.’ The remaining NJUIRDP noneligibles--the permanently separated PTS noneligibles--
were mcluded in the estimation of the model. All these workers were screened out of the
demonstratnon because they had not worked with their pre-lll etnployer for three or more years.
Within the full population of Ul tecipients, these nontenured but permanently separated workers
represented  approximately 30 percent of all claimants (sce Figure IV.1). .

The actual proportions of records sample members in the various ellglble and nonellglble groups
differ from the proportions shown for the UI populatn:on in Figure IV.1 because the noneligible
sample selected for the study was approximately the satne size as the control group (the eligiblcs)
rather than three times as large as in the Ul population. Sirnilarly the subset of noneligibles included
in .the survey was an euen smaller proportion .of the survey sample.6 This underrepresentation of

noneligibles may affect our estimates of the effects of claimant characteristics on UI benetit

‘In the New Jersey demonstration workers screened out solely on the basis of their age
constituted about 10 percent of all Ul claimants. :

SWithin, the full population of Ul reciplents, these workers represented approximately 16 pereent
of all claimants (see Figure IV.1). '

®See Appendix A for a full description of these samples.




exhaustion, particularly for job tenure, since sample members with job tenure less that three years

come only from the noneligible group.”

2. Specification of Our Model

We estimated a profiling model that is similar to the one developed by USDOL for its simulation
ol‘ the second step in the proposed tllree-step profiling system (USDOL 1994). We estimated a logit
probability model to explain UI exhaustion® We used the same five variables used by USDOL to
predict UI exhaustion: (1) education; (2) tenure on the pre-UI job; (3) employment growth in the
‘workers’ occupation; (4) employmenl growth in the Workers’ industry; and (5) tlle local
unemployment rate. Most of the ;'ariables Were defined in the same Way as those used by USDOL.

In pal‘tieular, we defined the variables as folloWs:

o Education. Sample members’ education was captured by three categorical dummy
variables: (1) no high school diploma; (2) some college; and (3) college degree or more.
These variables were set equal to one if they matched 'the worker’s highest level of
educational attainment. The coefficients estimated for these three variables represent
the difference in exhaustion probabilities as compared to the omitted category--high
school diploma.

o Job Tenure. The survey sample model included the three job tenure categorical variables
. used by USDOL: (1) pre-UI job tenure of 3 to 5 years; (2) 6 to 9 years; and (3) 10 or
more years. In the records sample model, because of data limitations, we used only a
single binary variable, pre-Ul job tenure of three or more years.. The coefficients
estimated for these variables represent the difference in exhaustion probabilities as

* compared to the omitted category--pre-UlI job tenure less than three years.

* - Occupation Growth. This variable was set equal to one if employment in the worker’s
pre-UI occupation was growing during the previous year and equal to zero otherwise.
We used occupational employment data for the mid-Atlantic region.” Occupations were -

"We use weights to account for this underpresentation of noneligibles whenever we derive mcan
outcomes for groups that include both eligibles and noneligibles. However, we do not use any
weights for estimating the UI exhaustion model since weights would not adjust for potential bias in
the estimates. L

8Because its data set did not contain information on UT exhaustion, USDOL used a categorical
dependent variable equal to one if a worker’s unemployment spell was Six months or longer

%Because of data limitations, the USDOL model used occupatlonal data aggregated to the
national level. ‘
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grouped into six categones (1) managenal and professxonal (2) technicians, sales, and
administration; (3) services; (4) precision production, craft, and repair; (5) operators,
fabricators, and laborers; and (6) farming, forestry, and fishing. Information on claimants’
occupation was available only for the survey sample; hence, only the survey sample model
included the occupational growth vanable
o Employment Growth in the Worker’s Pre-UI Industry.. Industries were aggregated into nine
different - groupings: (1) mining and construction; (2) durable manufacturing;
- (3) nondurable manufacturing; (4) transportation and utilities; (5) wholesale; (6) retail; * -
(7) finance, insurance, and real estate; (8) services; and (9) government.- We uséd
industry growth rates pertaining to substate labor market areas for which detailed
industry employment data are available. The 10 demonstration sites fell into 6 of the
state’s 11 labor market areas for which data are available. S
* Unemployment Rate. We used local 1986 ﬁnemployment rates for the same six substate
labor market areas.
3. Estimates of Model and Exhaustion Probabilities
a. Basic Survey and Full Record Sample Models
All but one of the coefficients estimated for the full records \sémple had the éxpected signs (see
Table IV.1). Like the estimates derived by USDOL, UI exhaustion was .positive_:’ly‘ related to both
tenure and the unemployment rate and negatively related to industry 'employment growth and higher
levels of education. The one unanticipated result was the negative sign on the "no high school
diploma" coefficient, suggesting that high school dropouts are less hkely to exhaust UI than are high
school graduates. However, this coefﬁcxent was not statxstlcally s1gmﬁcant
Only the "college degree” and "local Aunemployment rate" coefficients were significantly different
from zero. In contrast, all the coefficients estimated by USDOL with a national data set were
statistically significant (USDOL 1994). Hence, this model which is estimated from a single state has
less predictive power than the USDOL model which was estimated using data for a national samplc.
Most of the survey sample’s estimated coefficients were consistent with those of the records
sample (see Table IV.2). Like the reco’rds'sample estimates, the survey sample "no high school
diploma” coefficient had an unanticipated negative sign. In addition, "occupational employment
growth” had a unanticipated positive sign. However, neither of these coefficients was statistically

i
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TABLE V.1

LOGIT ESTIMATION OF PROBABILITY OF Ul EXHAUSTION,
RECORDS SAMPLE?

Change in Probability

Mean of ' : . per Unit Change of
Independent Independent Variable
Independent Variable Variable Coefficient Standard Error (Percentage Points)®
No High School Diploma | 334 -110 - 086 . ‘ 2.7
High School Diploma : 412 b b b
Some College ' 140 -060 oz 15
College Degree 114 -.298 ** 123 -7.2
Tenure Less than 3 Years ‘ 262 b b ’ b
Tenure 3 or More Years 738 070 083 1.7
Industrial Employment Change 832 -.008 .007 -2
Local Unemployment Rate 5474 ) 124 *#*» 027 30
Constant -- , -870 *** A7 -
NoTE: Sample includes 2,252 control group members and 901 noneligibles.

The unweighted mean value of the dependent variable (the probability of UI exhaustion) is .445.

The -2 log likelihood is 33.34 with a p value of 0001,

2Dependent variable is assigned value of 1 if exhausts UI; 0 otherwise.
®Omitted category for dummy variables,
“Evaluated at mean of independent variable.
* Coefficient significantly different from zero at the 90 percent confidence level, two-tailed"test.

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*** Coefficient significantly different from zero at the 99 percent confidence level, two-tailed test.
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TABLE IV.2

-LOGIT ESTIMATION OF PROBABILITY OF UI EXHAUSTION,

SURVEY SAMPLE?
_Change'in Probability
Mean of : o per Unit Change of
Independent - Independent Variable
Independent Variable ~ Variable: . . Coefficient . Standard Error . (Percentage Points)®
No High School Diploma 2 -086 - 128 o .208
High School Diploma S 53 b b -oh
Some College » ' 149 -165 158 - 39
College Degree 128 226 169 D 542
Tenure Less than 3 Years 225 b ® b
Tenure 3 to 5 Years 245 I o154 2.603
Tenure 6 to 9 Years . » 219 339 ** - 157 8.123
Tenure 10 or More Years -~ - ‘ 311 R 7 <Al 147 ' 12.69
Industrial Employment Change 4 549 01z 010 ;o
Occupational Employment Growth 79 ") C 134 312
Local Unemployment Rate 5300 096 ** ".040 ’ - 231
Constant » - ) -1.058 *** 274 S ' S
NotE: Sample includes 1,372 control group members and 169 noneligibles.

The unweighted mean value of the depéndent variable (the pﬁybabi]ity of _Ul exhaﬁstion) is .435.
The -2 log likelihood is 30.20 with a p value of .0004. ’
2Dependent vaﬁablg is assigned value of 1 if exhausts UL; 0 otherwise.
®Omitted category for dummy variables. |
Evaluated at mean of independent variable.
* Coefficient significantly different from Zero at the 90 percent confidence level, two-tailed test.‘

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*** Coefficient significantly different from zero at the 99 percent confidence level, two-tailed test.




S

significant. The variables that were statistically significant (at the 95 percent level of confidence)
were "tenure of 6 to 9 years", "tenure of 10 or more years", and "local unemployment rate."

Although relatively few of either models’ coefficients are statistically significant, these models are
still useful in directing reemployment services to workers with relatively high probabilities of Ul
benefit exhaustion (see Table IV.3). As shown in the table, the initial screens used in the profiling
model by themselves divide workers into two groups that differ substantially in their likelihood of
exhaustion. In the records sample, wérkers screenéd out in the first step had a mean probability of
exhaustion of 30 percent as compafed to the remaining workers who had a mean probability of
exhaustion of 44 percent. Use of the probability model further identifies a group of workers with a
relatively high likelihood of exhaustion. For example, if the probability model were used to refer
about 30 percent of the workers passing tﬁe initial screens to reemployment services, these workers
would in general be those with predicted probabilities of exhaustion above the 70th percentile
because states are expected to refer to reemployment services workers with the highest predicted
probabilities of exhaustion. In this case, the actual mean probabiiity of exhaustion‘ ainong workers
referred to reemployment services would be about 53 percent. The workers not referred to
reemployment services would have a probability of exhaustion of 41 percent, a difference of 12
percentage points.®

A final point to note about the probability models is that a substantial proportion of the workers
with the highest predicted probabilities of exhaustion are workers who were screened out of the New
Jersey demonstration because of the tenure screen. Specifically, 42 percent of the records samplc

members with predicted probabilities exceeding the 70th percentile were NJUIRDP noneligiblcs.

"The results for the model estimated for the survey sample are similar (see Table IV.3).

65




TABLE 1V.3

MEAN EXH-AljSTION PROBABILITIES FOR GROUPS TARGETED
AND NOT TARGETED BY WORKER PROFILING

Record Sample Model ~  Survey Sample Model .
Mainframe Noneligibles and Not , L _ oo
Permanently Separated Workers™ 297 ' ' 286
Permanently Separated-Workers . ‘ 41 ;40.3 "
Below 70th percentile . 40.5 ‘ 35.2
Above 70th percentile ©=~ 52,5 ' ‘ 522




b. Elaboration of the Model

The worker profiling guidelines (see Unemployment Insurance Program Letter No. 41-94 in
USDOL 1994) issued to states by the federal government réquire statés to use initial screens related
to receipt of a first payment, recall status, and union hiring hall status and to use information on
industry or occupation in the second step. States are also permifted to use additional variables in the
second step (including the tenure, education, and local unemployment rate variables used in Worden
1994) as long as the variables used in this step are not discriminatory. Specifically, states cannot use
age, race, ethnic group, sex, color, national origin, disability, religion, political affiliation, or
citizenship. |

Given this situation, we present, in this section, an additional exhaustion model that includes all
the variables used in the basic model and several additional explanatory variables that might be used.
Whether these other variables should be added to a profiling model depends largely on whether these
variables are good predictors of Ul exhaustion. These additional explanatofy variables are: (1) base-
year earnings; (2) the UI weekly benefit amount; and (3) a categorical variable equal to one if a
worker expects to be recalled but does not have a definite recall date (see Table IV.4).!!

When we estimated the model on the record sample, we found that UI exhaustion was negatively
related to base-year earnings and workers’ expectation that they would be recalled; these negative
relationships were statistically significant at the 95 percent confidence level. Exhaustion was also
positively related to the UI weekly benefit amount; this positive relationship was statistically
significant at the 90 percent confidence level. Including these three additional variables also
increased the magnitude of tﬁe coefficient for "tenure of three or more years"; so that this coefficient

became statistically significant at the 90 percent confidence level.

"'These variables are defined as follows: (1) earnings in the base year include all earnings in the
first four of the five calendar quarters preccding the claim date; (2) the weekly benefit amount paid
to UI recipients is expressed in hundreds of dollars; and (3) workers who expected that they would
be recalled, but who had no definite recall date are included in this category (workers with a definite
recall date were excluded in step one).
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TABLE IV 4

LOGIT ESTIMATION OF PROBABILITY OF Ul EXHAUSTION

(RECORDS SAMPLE),
ELABORATED MODEL?
Change in Probability
Mean of . per Unit Change of
; Independent Independent Variable
1 Independent Variable : ‘Variable Coefficient Standard Error (Percentage Points)®
i | No High School Diploma : 334 \ -.033 .089 . o -8
High School Diploma 412 ® i b
l Some College . .140 -047 113 ';{ -1.1
College Degree ’ 114 -186 130 Y
J Tenure Less‘ than 3 Years 262 b b °.
L  Tenure 3 or More Years 738 161* 086 38
Industrial Employment Change 832 -.009 007 ' -2
Local Unemployment Rate 5.474 31 028 32
Base-Year Earnings ($1,000s) 16.643 022 *** 005 -5
Weekly Benefit Amount ($100s) 1.762 91 102 : 4.6
Expect Recall 341 | -.533 *#» 084 : -12.7
Constant - . -804 *** 227 : -
NotE: Sample includes 2,252 control group members and 901 noneligibles.

The unweighted mean value of the dependent variable (the probability of ‘UI exhaustion) is .445.
The -2 log likelihood is 88.46 with a p value of .0001. ’
®Dependent variable is assigned value of 1 if exhausts UF; 0 othelwisé.
*Omitted category for dummy variables.
°Evaluated at mean éf independent variable.
* COefﬁciént significantly different from zero at the 90 percent confidence level, two-tailed test.

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*** Coefficient significantly different from zero at the 99 percent confidence level, two-tailed test.




Including the three variables enhanced the model’s ability to identify those who were likely to
exhaust UI, using the same benchmark described earlier. Those above the 70th percentile of the
probability distribution had a 55 percent exhaustion rate, which is 16 percentage points above the
exhaustion rate of those below the threshold (39 percent). This difference in exhaustion rates was
four percentage points greater than the difference generated by the model that did not include the
three additional variables.

The added predictive power of the three additional variables suggests that states might consider
adding one or more of them to USDOL'’s basic profiling model. However, it may be impractical to
implement a profiling system that uses workers’ recall expectations as a screening mechanism. If it
becomes widely known thaf this variable is being used to target reemployment services, workers may
change their response to questions about their recall status.!? In addition, those who expected to
be recalled experienced larger impacts of the UIRDP treatments during the first year of followup
(Anderson et al. 1991). It workers’ recall expectations are included in the profiling model, those who
expect to be recalled will be less likely to receive reemployment services, reducing average impacts,

at least in the short term.!3

B. LONG-RUN IMPLICATIONS OF ALTERNATIVE TARGETING STRATEGIES

The NJUIRDP attempted to provide services to workers who were likely to experience difficulty
obtaining a job without’some assistance. On the basis of the first year of followup, it appeared that
the NJUIRDP succeeded in targeting workers who, in the absence of any intervention, would have

remained unemployed for a longer period of time than workers who were not eligible to participate

20One way of addressing this issue would be to refer workers to reemployment services who

indicated that they expected recall but who remained unemployed after some period, say 13 wecks.

13Second-year impacts were also larger for those who expected to be recalled than they were for
those who did not expect to be recalled; however, this difference was not statistically significant. As
noted in Chapter II, controls who expected to be recalled were much more likely to receive Ul in
the second year than controls who did not expect to be recalled, suggesting that this group was largely
responsible for the second-year impacts.
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(Corson et al. 1989). Control grdup members--who repreSeﬁt the eligible group--received an average .
of 17.9 weeks of UI benefits during the year of their initial claim, compared with 15.1 weeks for
noneligibles. Similarly, the control group was employed 228 weeks durmg the first year of followup,
compared with 26.4 weeks for nonehgxbles.. |
Presumably, pqli_cymakers are concerned about both the short-run and the liing-mn experiences
- of workers targeted for specific services. Now that six yeam of follow-up data>ar.e évailable, it is
possible to determine whether, in the absence of any intervention, the pqulatioh targeted by
NJUIRDP would have experienced greater long-run employment problems than those screened out
of the demonstration. This iésue is addressed in the next subsection. In addition to employment and
Ul receipt, we compare NJUIRDP_ eligibles’ pre- to post-UI earnings reductions with those
experienced by unemployed workers screened out of the demonstration.
~ The profiling model developed by USDOL targets services to Ul recipienis who are likely to
exhaust UL However, it is not knom whether those likely to exhaust Ul are also likely to experience
relatiQely severe long-gem r_ee.:mplofment problems. The second subsection ad;'ireséé}s this issue by
comparing the experiences of Ul recipients targeted by our simulated profilipg system with the
experiences of other Ul recipients. For this anélysis, we relied entirely on the? estimates from thc
basic profilin‘g. model (estimated with records data), rather than_ those dcﬁved' from the elaborétcd

model with the three additional exhaustion predictors.

1. Long-Run UI Receipt and Earnings for Those Targeted by NJUIRDP

The demonstration’s targeting strategy succeeded in serving workers who would have
expérienced, in the absence of any NJ UIRDP services, substantial éa‘mings reti!uctions. Morcaver
as shown in Table IV.5, the reductions in earnings experienced by eiigﬂoles (the control group) were -
substantially greater than the average earnings reductions for noneligibles, the group that was
exciude’d by NJUIRDP’s targéting system. The difference between the baée-year and currcnt-ycar

earhings of eligibles was approximately $9,000 in the first year of followup and, exceeded $6.000) in
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TABLE IV.5

LONG-RUN UI RECEIPT AND EARNINGS

Profiling
NJUIRDP Targeting Targeted Group
Above 70th  Below 7
Percentile of Percentil
All Ul Targeted Group ) Exhaustion Exhaust
Ul and Eamings Outoomes Recipients? (Controls) Noneligibles Probabilities® Probabili
Year 1 Outcomes |
Weeks Employed 254 28 26.4 ##H# 227 239
Weeks on Ul 15.9 179 15.1 ### 18.6 16.7
Percentage Exhausting Ul 379 447 35.4 ### 525 40.5
Difference Between Annual Eamings and Base-
Period Earnings
Year 1 -4,776 9,073 -3;217 #H# -5,838 -7,024
Year 2 , -3,128 -6,656 -1,848 ### -4,026 4,721
Year 3 -2,629 -6,078 ' 1,377 ### -3,752 . -4,235
\‘ Year 4 -2,672 6,230 -1,381 ### -3,626 -4,356
- Year 5 -3,028 -6,262 : -1,855 ### -4,129 ; -4,485
Year 6 ) -3,319 -6,721 2,112 ### -4,404 ) -4,550
Long-Term Outcomes (Year 1 through Year 6)
Number of Times on UI® 207 1.84 215 ### 195 - 176
Number of Weeks Regular Ul 32.7 319 -330 35.4 294
Number of Weeks Regular and Extended Ul 372 35.7 37.7 ## : 39.8 33.1
Number of Weeks Worked Per Year 25.0 244 253 ) 233 24.5°
Return to Largest Base Period Employer for 2 or :
More Quarters 25.5 238 26.0 24.2 16.4
Percentage of UI Population 100 26.6 73.4 16.8 39.2
“The controls and noneligibles included in these groups are weighted to reflect the relative shares of eligibles and noneligibles in the UI population.

®The “not'permanenlly separated” noneligibles are those who had a definite recall date or were members of a union with a hiring hall.
“This variable is a count of the number of UI benefit years established following the NJUIRDP claim.

# Significantly different from comparable figure for NJUIRDP targeted group at the 90 percent level of confidence (two-tailed test).
## Significantly different from comparable figure for NJUIRDP targeted group at the 95 percent level of confidence (two-tailed test).
### Sgnificantly different from-comparable figure for NJUIRDP targeted group at the 99 percent level of confidence (two-tailed test).

* Significantly ditferent from comparable figure for the profiling targeted group at the 90 percent level of confidence (two-tailed test).
** Sigmificantly different from comparable figure for the profiling targeted group at the 95 percent level of confidence (two-tailed test).
*** Significantly different from comparable figure for the profiling targeted group at the 99 percent level of confidence (two-tailed test).




each subsequent year. In contrast, the average earnings reduction for noneligihles was $3,200 in the
first year and less than $2,200 in each subsequent year. The differences between the eamings
reductions of eligibles and noneligibles vyere ‘statistically significant in each year of followup. The
reason for these differences are probably attributable to eligibles’ higher incomes‘during the base-year |

period; hence, elrgrbles incomes could drop by a larger margin.!4

The average number of weeks
of employment per year and the hkehhood of returnmg to the base period employer were also lower
for eligibles than noneligibles,’> but the drfferences between the two groups were small and not
statistically significant. ;

Although NJUIRDP targeted a group that experienced relatively large earnings reductions, thisv
group also received Ul for a shorter amount of time than noneligibles. During the six years following
their random assignment, eligibles received Ul beneﬁts (both regular and extended) for a total of 35.7
weeks, compared with 37.7 for noneligibles.® UI receipt was particularly high (46.8 weeks) among
noneligibles who were not permanently separated from their jobs, either hecause they had a definite
recall date or because they tended to secure employment through a hiring hall The group of
noneligibles who were not permanently separated tended to be on Ul frequently, thls group included
individuals, such as construction workers in industries characterized by seasonal or unstable

employment.

The average base-year earnings of eligibles and noneligibles were $18,046 and $13,144.
respectrvely It is likely that eligibles’ relatively large amount of ]ob tenure contributed to their large
- earnings reductions. :

; 5We defined "return to largest base period employer” to be the presence of two or more quartcrs -
- of earnings from the largest base period employer reported during the six years after the initial Ul
claim. We used this definition because there were a large number of eligibles with one quarter, of
earnings from the base period employer. These earnings may have been severance pay.

16This difference was statistically significant at the 95 percent level of confidence.
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2. Long-Run Ul Receipt and Earnings for Those Targeted by Worker Profiling and Reemployment
Services Systems

Worker profiling and reemployment services systems will target services to permanently separated
workers with the highest probabilities of exhaustion. If we assume, for analysis purposes, that this
targeted group includes about 30 percent of the workers passing the initial screens, we find that
during the six yeérs of followup, this targeted group had an average of approximately three additional
weeks of UI receipt and three fewer weeks of employment than the average for all Ul recipients (see
Table IV.5). In each year of the six years of followup, the average earnings reductions for the
targeted gfoup were at least $800 more than the average reduction for all Ul recipients.

When we compare the group targeted by worker profiling to the group targeted by the
NJUIRDP, we find that the profiling group had not only a higher probability of exhausting Ul in the
initial year, as expected, but a greater likelihood of receiving Ul in subsequent years (the two groups
received Ul for approximately 40 and 36 weeks; respectively, during the six years of followup).
Similarly weeks worked per year were lower for the profiled group than for NJUIRDP eligibles (the
control group). On the other hand, earnings reductions for the targeted group were smaller than
those sustained by the NJUIRDP eligibles, a finding that is probably due fo the fact that the targeted
group had fewer years of job tenure than the NJ UIRD? eligibles.

If we compare the group targeted by worker profiling to the groups who would not be referred
to services under worker profiling (those below the 70th percentile of exhaustion probabilities, those
not permanently separated, and mainframe noneligibles), we find that the targeted group had, with
two exceptions, fewer weeks of work, greater eafnings losses, and more unemployment insurance
receipt throughout our six year observation period. The first exception to this pattern is that year
one earnings reductions were higher and the likelihood of returning to the largest base period
employer were lower for the group below the 70th percentile thaﬁ they were for the targeted group.
However, earnings reductions of the two groups were similar in subsequent years and the likelihood

of UI receipt was higher for the group targeted by profiling. The second exception to the gencral
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pattern was that the workers who were excluded from profiling because they had a recall date or used
a union hiring hall (the not permanently separated group) were significantly more likely to receive
Ul inb subsequent years than the group targeted by prdﬁlirig. Other measures in the table (on
eamings losses and return to the base period employer) suggest, howeszer,r that this group was job

attached and that their frequent collection of UI was likely due to the nature of their jobs.Y

C. IMPACTS OF PROFILED AND NONPROFILED WORKERS |

A fundamentul questfon for the propdsed profiling policy is whether the systém will succeed m
targetingreemployment services to those who are most likely‘ to beneﬁt from services. A related,
question is whether the average NJ UIRDP imr)acts eould have been increased had the demonstration
used the proposed three-stepvproﬁling rx;ethod for targeting services. We addressed these questions
by estimating the difference between the NJ UIRDP impacts exr)erienced by workers who would be
targeted by the simulated profiling system and those who would be excluded under this system.

For the purposes of estimating these subgroup dlfferences in impacts, we assumed as earher, that
reemployment services would, in general, be offered to individuals with probabilities of exhaustion

above the 70th percentile.!®

Those with predicted probabilities above the 70tﬁ percentile were
designated as "targeted workers,” while those with predicted probabilities below this level were
designated as "nontargeted workers." We estimated the impact differences by including in the impact

regressions three additional interaction terms. These terms represented the product of a categorical

profiling variable (indicating whether or not a worker was targeted) with each of the three treatment -

"The not permanently separated group had the highest probabrhty (50 percent) of return to th A
largest base period employer of any group and the smallest earnings reduction in the first year. The
mainframe noneligibles had smaller earnings reductions in subsequent years. This situation probably
arises because all claimants under age 25 were in the mainframe noneligible group.

18As discussed earlier, this example is best viewed as representmg the mmal apphcatlon of worker
profiling. As additional funds for services become available, it is likely that a larger group would he
referred to services.
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categorical variables (which were equal to one if the worker was assigned to that treatment
group).!?

When we estimate earnings and Ul impacts for targeted and nontargeted workers (see Tables
IV.6 and IV.7), we find statistically significant reductions in’UI receipt and increases in earnings for
the nontargeted group. These impacts mirror those reported in Chapter II for year’s one and two.
We do not find statistically significant impact estimates for the targeted group, but we should not
interpret this finding as implying that there were no impécts on the targeted group, since the smaller
size of the targeted group as compared to the nOntérgeted group makes it more difficult to detect
impacts. Nevertheless there is some evidence that the Ul impacts for the targeted group are smaller
than those for the nontargeted group (some of the differences in the Ul impacts for the two groups
are statistically significant). Similarly there is a negative significant difference in the year one earnings
impact estimates for the two groups for the JSA plus reempléyment’ bonus treatment. The only area
in which impact estimates are significantly larger for the targeted group than the nontargeted group
is for weeks worked for the JSA plus training treatment during the last three years of the observation
period.

We should treat these findings with great caution beéause of the relatively small sample sizes of
the targeted group and because we could not include in the analysis all groﬁps who would be offered
reemploymept services under worker profiling.?° ‘Neverthe]ess we believé that these findings have
two policy implications. First, if ones’ goal is to generate a reduction in UI receipt, then it may be
more effective to target the kinds of reemployment services (that is, job search assistance) offcred

in New Jersey on a broad range of workers, including those who have more marketable skills than

the high probability of exhaustion, harder-to-serve group identified through worker profiling. Second.

%The three treatment groups were JSA only, JSA plus training or relocation, and JSA plus re-
employment bonus. ' , '

20Younger workers and workers with job tenure under three years were not offered services 1n
the New Jersey demonstration. Some of these workers would be offered services under workcr
profiling.

75




9¢L

TABLE IV.6

TARGETED AND NONTARGETED WORKERS’ IMPACTS

ON EARNINGS AND WEEKS WORKED

(Standard Error in Parentheses)

JSA Plus Training
JSA Only or Relocation
Nontargeted Targeted Difference Nontargeted Targeted Difference Nontargete:
_Earnings (In Dollars)
Year 1 285 135 151 136 a3 250 673 **
(320) (59%) (468) (286) 22) (3%) @21
Year 2 544 2 -541 113 -402 290 291
(396) (735) (578) (354) (644) (488) (396)
Year 3 ';118 -335 -753 -68 -340 =272 258
432 (803) (632) (386) (703) (533) (433
Yar 4 410 -238 649 1 n . 92 . 623
(450) 837 (658) (403) (733) . (556) (451)
Year 5 144 17 127 136 153, 17, 136
(478) 889y (699) 427 " (778) _(590) (47_9)
Year 6 331 . 68 -263 © 183 265 82 261
' (490) 911) (716) (438) (798) (605) (491)
(Total Years 1 to 6) 2133 -351 22484 4 -835 -339 2244
(2170) (4033) @1y (1939) (3532) (2678) (2173)
Weeks Workg@ (In Weeks) I
Year 1 0.735 0.777 0.041 0.212 0.215 0.003 0.662
(0.614) (1.141) . (0.897). 0.549) (0.999) (0.758) (0.615)
Year 2 0.690 0.481 -0.209 -0.589 0.088 0.677 -0.351
(0.715) (1.329) (1.045) . (0.639) (1.164) (0.883) (0.716) -
Year 3 0.384 0.193 0.191 -0.684 0571 1.255 -0.393
(0.735) (1.366) (1.074) (0.657) (1.196) 0.907) (0.736)
Year 4 0.806 0.427 -0.380 -0.604 1.476 2.080 ## 0.112
(0.744) (1.382) (1.087) (0-665) (1.210) 0.918) (0.745)
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TABLE 1V.6 (continued)

JSA Plus Training
JSA Only or Relocation

Nontargeted Targeted Difference Nontargeted Targeted Difference Nor
Year 5 0.818 0.915 0.097 -0.021 1.613 1.633 # 0.
(0.745) (1.384) (1.089) (0.666) (1.213) (0.919) .
Year 6 0.411 0.785 0.374 -0.366 1.754 2.120 ## 0.
(0.743) (1.381) (1.086) (0.664) - (1.209) (0.917) .
(Total Years 1 to 6) 3.845 3577 -0.267 -2.051 5717 7.768 # 0.4
) (3.590) (6.672) (5.246) - (3.209) (5.844) (4.431) 3

* Coefficient significantly different from zero at the 90 percent confidence level, two-tailed test.
** Coefficient significantly different from zero at the 95 percent confidence level, two tailed test.

# Targeted and nontargeted coefficients significantly different from zero at the 90 percent confidence level, two-tailed test.
## Targeted and nontargeted coefficients significantly different from zero at the 95 percent confidence level, iwo-tailed test.
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TABLE IV.7

TARGETED AND NONTARGETED WORKERS' IMPACTS

ON Ul WEEKS PAID AND UI DOLLARS RECEIVED

(Standard Error in Parentheses)

JSA Plus Training
JSA Only or Relocation
Nontargeted Targeted Difference Nontargeted Targeted Difference Non
UI Weeks Paid (In Weeks) ’
Year 1 - 40,813 *+» 0.183 0.996 ## -0.656 ** -0.157 0.499 -
(0.291) (0.541) (0.426) (0.260) (0.474) (0.359) (
Year 2 -0.561 ** -0.505 0.056 -0.337 * -0.012 0.349 -
(0.226) (0.420) (0.331) (0.202) (0.368) (0.279) (
Year 3 -0.037 0.072 0.110 -0.192 0.048 0.240 -
(0.231) (0.429) (0.337) (0.206) (0.376) (0.285) (
Year 4 £ 0.085 0.657 0.572 # -0.184 0.182 0.366
(0.237) (0.440) (0.346) (0.212) (0.386) (0.292) (
Year 5 10,084 0100 0.016 0.141 0.200 0.341
(0.242) (0.449) (0.353) (0.216) (0.394) (0.298) (
Year 6 0136 0.393 0.529 # -0.084 0.491 0.575 ## :
(0.216) (0.402) (0.316) (0.193) (0.352) (0.267) (
(Total Years 1 to 6) -1.378, . 0.900 2278 ## -1.596 ** 0.776 2.371 ## -
(0.756) (1.406) (L.105) (0.676) (1.231) (0.933) {
UI Receipt (In Dollars)
Year 1 -159 **» 41 200 ## 121 ** 17 104
(55) (101) (80) 49) 89) 67)
Year 2 93 -85 8 -53 -9 44
43) (80) (63) 39) (70) (53)
Year 3 -10 -16 -6 -32 6 38
(46) (86) (67) (41) (75) (57
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TABLE V.7 (continued)

JSA Plus Training
JSA Only or Relocation
Nontargeted Targeted Difference Nontargeted Targeted Difference
Year4 ' 8 % 97 43 27 70
(51) 95) 7% 45) @83 (63)
Year 5 . 28 13 -15 -18 14 32
(56) (104) (81) (50) 91 (69)
Year 6 ' -34 81 115 -16 102 119 #
(52 (96) (76) (46) G ()
(Total Years 1 to 6) 276 * 123 399 # 2283 125 W7 ##
(156) (291) (299) (255) (193)

(140)

* Coefficient significantly different from zero at the 90 percent confidence level, two-tailed test. -

*¢ Coetficient significantly different from zero at the 95 percent confidence level, two tailed test.
*** Coeflicient significantly different from zero at the 99 percent confidence level, two-tailed test.

# ‘largeted and nontargeted coefficients significantly different from zero at the 90 percent confidence level, two-tailed test.
## Targeted and nontargeted coefficients significantly different from zero at the 95 percent confidence level, two-tailed test.
### Targeted and nontargeted coefficients significantly different from zero at the 99 percent confidence level, two-tailed test.




additional, more intensive services such as longer-term training may be needed to increase
employment among workers with the highest probabilitics of exhaustion. Moreover if one’s goal is
to increase long run employment rather than reduce short run Ul receipt then it may make sense to

target training resources on workers most likely to exhaust UL
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V. BENEFIT-COST ANALYSIS

In this chapter, we combine estimates of the impacts of the New Jersey Unemployment
Insurance Reemployment Demonstration Project (NJUIRDP) presented in earlier chapters with
estimates of the demonstration’s net costs to assess whether, compared with the existing U system,
the benefits of each treatment exceeded its costs. We also assess benefits and costs from several
other perspectives--those of the major groups affected by the demonstration policies (claimants,
employers, and the government) and of society as a whole. This process summarizes the information
from the evaluation to help policymakers determine the relative desirability of providing any of these
treatments on an ongoing basis.

Our benefit-cost evaluation addresses several issues:

* The costs of providing each of the three treatments.’ on an’ongoing basis, relative to the

costs of existing services (referred to as "net costs")

» The effects of each treatment, compared with those of existing services, from the

perspectives of society as a whole, claimants, employers, and the government (referred

to as "net effects”)--that is, whether benefits outweigh costs or vice versa

* Whether the offer of training and relocation assistance or the offer of the reemployment
bonus generated benefits that exceeded the costs of these additional services

* How the benefits and costs of the treatments are allocated among U.S. Department of
Labor (USDOL) programs--that is, Unemployment Insurance (UI), the Employment
Service (ES), and Job Training Partnership Act (JTPA) programs at the local, state, and
federal levels--and the rest of the government sector

In the first follow-up evaluation, we presented the results of a benefit-cost analysis of the

NJUIRDP based on the impacts measured during the year of the initial UI claim and the following
two years. The results of this earlier analysis showed that all three treatments offered net benefits

to society as a whole and to claimants, when compared with existing services. The JSA-only and JSA

plus reemployment bonus treatments also led to net gains for the government sector as a whole and
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to the Labor Department agencies that actually offered the services. The JSA plus’ training' or

 relocation treatment was expensive for the government sector.
Here, we extend the benefit-cost analysis by incorporating the longer-term impacts described in
 previous chapters;: Because the longer-term impacts provided evidence that the treatments generated
additional UI savings, the results ofA the benefit-cost analysis are more favorable than they were in
the first followup.! We used several approaches to incorporate the long-term impacts into the
benefit-cost analysis. Our basic approach used only the long-term impacts on rggular UI'récéipf to
extend the analysis, because we are confident that the impacts on regular Ul ré?:eipt represéht real
impacts of the demonstration. In this approach, as in Corson et al. (1989), we used the estimated
impacts on earnings based on the follow-up interview in the analysis, fh'e’reby assuming implicii‘ly‘ that
all impacts on earnings took place before the follow-up interview. We then modified this approach
in two ways. First, we incorporated impacts for all Unemployment Compensation programs--regular
Ul, Emergency Unemployment Compensation (EUC), and New Jersey;s two extended benefits
prdgrams--even though we view the impécts of these prbgrams with some uncertéinty (see discussion
-in Chapter II). Second, we used the estimates of the long-term impacts on earnings that were
‘presented in Chapter II. These earnings impacts were based on data from qua;terly wagé records.
Because we have wage records for six yéars following the period of the demonstration, we were able
to examine the possibility that the treatments affected the earnings of claimants over this entire

| period.

We explored these issues by using a comprehensive benefit-cost 'analyticeil frameWork.z In
Section A, we discuss this approach to benefit-cost analysis and describe how the benefits and costs
were calculated. In Section B, we present the results of our benefit-'c()st:anhlysis of the three

treatments. Section C contains a summary and conclusions.-

"The decrease in Ul payments for the treatment group also caused a shght decrease in tax
payments, because the decrease in benefits lowered claimants’ incomes.

ZSee> Long et al. (1981) for one of the initial applications of this framework.
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A. METHODOLOGY

The comprehensive accounting framework that we used to compare the benefits and costs of the
three NJUIRDP treatments included several steps. The ﬁrst step defined the various perspectives
from which benefits and costs were kmeasured. We considered the benefits and costs to Ul claimants,

to determine whether the treatments were beneficial to those whom they were designed to serve.

We also considered the perspective of employers who hired claimants, to examine the net effects of

their hiring decisions, and the perspective of the government, to assess the budgetary impacts of each
treatment relative to existing programs. We also broke the government perspective down into that
of individual Labor Department programs (that is, UI, ES, and JTPA) to obtain more insiéht into the
budgetary implication of these treatments.

After the relevant perspectives were defined, the next step in the analysis constructed a
comprehensive list of the expecteq benefits and costs from each perspective.> From the perspective
of UI claimants, the key benefit of demonstration treatments would be an increase in earnings and
fringe benefits generated by more rapid reemployment (and/or higher earnings). More rapid
reemployment should also be a psychological benefit to claimants, because most people find
unemployment stressful. On the other hand, the increased reporting requirements under the
demonstration imposed a cost on claimants, by reducing their time for leisure and nonmarket
activities. Other costs to claimants included loss of some UI benefits from more rapid reemployment,
additional taxes due on their increased earnings, and any costs from working (for example, child carc
or transportation expenses).

Employers benefited from the increased output produced by claimants who were hired more
rapidly as a result of the treatment, but they also incurred costs, because they had to compensate

employees with salaries and fringe benefits. We assumed that the value of the additional output to

3Some of the benefits and costs were difficult to value in dollar terms. Although these
"intangible” benefits or costs, such as the psychological benefits to claimants from obtaining a job, arc
difficult to measure, it is still important that they be assigned to a specific perspective, so that policy

judgments can be made about their likelihood of affecting the measured benefit-cost comparisons.
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employers equaled the value of the additional compensation by employers, which implies that they
incurred no net benefits or costs from these treatments. However, this assumption may understate
the benefits derived by employers from a labor market that functions more effectively, which would
reduce their recruiting and turnover costs. Alternatively, the treatments might imposé a cost on some
employers if some temporarily laid-off workers were unavailable for reliire.4 The Labor Department
perspective includes the perspectives of UI and ES, which are funded Fhrough- the UI payroll tax, and
of the JTPA system, which is funded through general revenues. These agencies would incur the costs
of providing each of the three treatments in an ongoing program. They woul& beneﬁt from their
direct share of tax increases paid by claimants and their employers, and from reductions in UI benehts :
paid to claimants and in the costs of providing these benefits. In addition, their costs would be
partially offset by a reduction in the costs of providing existing services. Whether the increasé in
payroll taxes or the reduction in UI benefits was large enough to offset the net costs of the
demonstration was one of the key issues in this analysis.

Other sectors of government §vould inevitably derive net benefits frbnil these treatments
(assuming that at‘least some positive earnings impacts occur), because they receive the portion of
claimants’ taxes not used to fund Labor Department programs.’ : ' ’

The benefits and costs from all of these perspectives were summed to determine the benefits and
costs to societ}; as a whole. On the benefit side, the claimants’ increased earnings represented an
increase in total output and thus a net benefit to society. The assumption underlying this approach

to valuing output is that the more rapid reemployment of demonstration claimants did not displace

the employment of other individuals. This no-displacement assumption seems reasonable, given the

“Both employers and claimants could also be affected by any changes in taxes resulting from an
increase (or reduction) in government costs from offering the treatments. However, any such changes.
would occur only in the long run, and their effect would depend on how the treatments were funded.
For this reason, they are not included in this analysis.

3Other sectors.of the government could also benefit if the treatments reduced the receipt of such
~ benefits as food stamps or other public assistance. We examined this potential effect but found no
impacts, so we did not include these potential impacts in the benefit-cost framework.

84




strength of the New Jersey economy. On the cost side, the net operational costs of offering each
treatment represented social resources that could have been spent otherwise and were measured as
net costs to society.

The general approach for valuing the benefit‘s‘ and costs of the three treatments included
measuring the market value of the resources consumed, saved, or produced as a result of the
treatment, compared with the existing services available to Ul claimants. The market value of these
resources was estimated for the period in which they were expended or received. We estimated
demonstration costs for the period during which the demonstration operated (which corresponded
roughly to fiscal year 1987), assuming that all costs were incurred during this period. On the other
hand, demonstration benefits could have been realized over a longer period. In our‘beneﬁt-cost‘
analysis, we allowed for the potential impact of the demonstration on UI benefits and earnings in the
years following the demonstration. All these long-term impacts are expressed in terms of their
present value during the operational period of the demonstration.6 The impacts on UI benefits in
years after the initial claim year were deflated, using the GNP implicit price deflator, and discounted
using a five percent discount rate.’ Impacts on earnings that occurred after the year of the initial
claim were deflated and discounted in the same way.

For the purposes of the benefit-cost analysis, we wanted to measure the net cost of each
treatment--using oﬂly those costs that would be incurred in an ongoing program--relative to the costs
of the Ul, ES, and JTPA services that are currently used by the target population. This comparison
is based on the principle that claimants in the demonstration treatments received some services that

they would have received even in the absence of the demonstration. For example, some claimants

Actual market prices were used to value benefits and costs whenever available, on the
assumption that these prices were the best measure of the true costs of these resources. When
market prices were not available, we estimated the dollar value of resources. For examplc, we
estimated the value of fringe benefits, taxes, and the administrative costs of government agencics.

"We assumed that all the impacts of the special unemployment compensation programs (EUC
and the state programs) occurred in year six.
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referred by the demonstration to JTPA services would have gone to JTP"A for services on their own.
In order to measure the extent to which the costs of the demonstration services were gréater than
- the costs of pr'oviding the existing seﬁices, we combared the costs of the demonstration services with
the costs of the services received by the control group. Corson et al. (1989) describe the calculatiqns

of the costs of the services provided in the demonstration.

B. BENEFITS AND COSTS FROM ALTERNATIVE PERSPECTIVES

In this section, we present estimates of the net benefits and costs of the three g;eatmehts relative
to the existing services available to UI recipients. As discussed previously, our basxc approach in this
analysis relied on administtative data on long-term regular UI receipt and interview data on earnings.
We then extended our basic approach by using impacts on all unemployment compensation programs

and long-term earnings impacts based on the wage records.

1. Benefit-Cost Analysis of JSA-Only Versus Existing Services

The benefits of the JSA-only treatment outweighed the costs from the perspectives of claimahts,
the Labor Department, the entire government, and bsociety as a whole. éur estimates, which are
summarized in Table V.1, revealed that members of the JSA-only group increasedf their earﬁings by
an average of V$608, relative to members of the control group. We imphted :another $128 in
additional fringe benefits to reach a total increase of $736 in compensation. Much of this increase
in compénsétion benefited claimants, but enqugh of the incfeased eamixigs was vre,tume,d to the
government sector via increased taxes and reduced: UI benefits thaf the government realized a net
. gain of $i~75 per claimant. When we examined the Ul, ES, and JTPA programs fhat comprise the
Labor Department sector, we found that the savings roﬁghly eQualed costs (we calf:ulated a savings
of $52, a small increase compared with our previogis estimates, due to mcreased loné—run Ul savings).
The estimated net social gain‘; which can be btaken: as an indicator of the efﬁcnency of ihe treatment,

is $581 per claimant.
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BENEFIT-COST COMPARISON OF THE JSA-ONLY TREATMENT WITH EXISTING SERVICES

TABLE V.1

(Doillars per Claimant)
; Labor
Benefits and Costs Society Employers Claimants Dept.
Market Output and Wages E
Increased ontput 736 736 0 0
Wages and fringe benefits 0 -736 736 0
Tax Payments
Claimants’ taxes 0 0 -129 6
Income Support Payments
Ul payments 0 0 -200 200
Other payments 0 -0 0 0
Administrative Costs of Income Support Programs
Ul payment administration ‘ 1 -0 0 1
Administration of other programs 0 0 0 0
Demonstration Costs ’
Classroom training cosis 0 0 0 0
On-the-job training costs 0 -0 0 0
Relocation assistance 0 0 0 0
Reemployment bonuses .0 0 0 0
Local office labor costs -118 0 0 -118
Central office labor costs 25 -0 0 . -25
~ Other costs (direct and indirect) -26 0 0 -26
Offsetting Costs of Existing Services
ES ocosts . ) 10 -0 0 10
JTPA costs -1 0 0 -1
UI costs 5 0 0 5
Sum of Measured Benefits and Costs 581 0 407 52
Nonmonetary Factors
Psychological benefits of earlier reemployment + +

Burden of reporting requirements, reduced leisure

time, and costs from working

NOTE: Row or column sums may not add to the totals because of rounding. UI payments were measured over the six-year period following the cl
received in the years after the year of the initial claim were deflated using the GNP implicit price deflator and expressed as a present value (z
on a discount rate of 5 percent. All other outcomes presented in this table were measured during the year of the initial claim.




2. Benefit-Cost Analysis of the JSA Plus Training or Relocation Treatment Versus Existing

The JSA plus training treatment provided net benetits to claimants and~gene’rated net costs to
the government sector, while society as a whole roughly »broke even. The earnings of the JSA plus:
training claimants were $345 higher, on average, than those of control group members.r We imputed
an additional $72 of increased fringe benefits, for an increase of $417 in total compen_saiion, as shown
in Table V2 These increased earnings and fringe Beneﬁts represented a benefit to’claiman'ts which
was partially offset by an increase in taxes of $63 per person and a reduction in UI benefits of $154
per person. The estimated net benefit per claimant for the JSA plus training treatment (compared
with existing programs) was $200.

' The substantial costs of providing training to the JSA plus training group.members who“pursued
this option, together with the prolonged UI benefits received by trainees while they participated in
training, meant that the government sector incurred net costs for the JSA plus iraining treatment.
Members of the treatment group were three to four times more likely to pursue.training than were -
control group members. In addition, they received the same set of initial job-séarch. services from
the ES as did those in the JSA-only treatment group. The increased taxes and reduced UI benefits
t.hat were generated by the increased employment of persons in the JSA plus %training treatment
substantially offset the costs of the JSA services, but did not begin to cover the costs of the training
itself. The net government loss of $159 per claimant can be broken down into a $219 loss for Labor.
Department programs, and a $60 gain for the rest of the government.

From the perspective of society as a whole, the choice between the JSA plus'training treatment
and existing services appears fairly even, with a slight net benefit of $41 per person in favor of the
treatment. | |

Compared with the JSA-only treatment, the benefits from the JSA plus training or relocation
treatment were lower than their costs from all perspectives. In particular, JSA plus training or

relocation claimants realized lower earnings increases, on average, but the costs of the treatment were
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TABLE V.2

BENEFIT-COST COMPARISON OF THE JSA PLUS TRAINING OR RELOCATION ASSISTANCE TREATMENT WITH E

(Dollars per Claimant)
Labor

Benefits and Costs Society Employers Claimants Dept.
Market Output and Wages :

Increased output ‘ i 417 417 0 0

Wages and fringe benefits : 0 -417 . 417 0
Tax Payments '

Claimants’ taxes 0 : 0 -63 3
Income Support Payments . -

Ul payments 0 0 -154 154

Other payments 0 0 0 0
Administrative Costs of Income Support Programs

Ul payment administration . 1 0 0 1

Administration of other programs 0 0 0 0
Demonstration Costs

Classroom training costs -224 0 0 -224

On-the-job training costs - -23 0 0 -23

Relocation assistance -3 0 0 -3

Reemployment bonuses 0 0 0 0

Local office labor costs -183 0 0 -183

Central office labor costs - L -29 0 0 29

Other costs (direct and indirect) -29 0 0 -29
Offsetting Costs of Existing Services ;

ES ocosts 10 0 0 10

JTPA ocosts 9 0 0 99

UI costs ’ 5 0 0 5
Sum of Measured Benefits and Costs 41 0 200 -219
Nonmonetary Factors ’ .

Psychological benefits of earlier reemployment + » +

Burden of reporting requirements, reduced leisure - -
time, and costs from working

NoTE: Row or column sums may not add to the totals because of rounding. - Ul payments were measured over the six-year period following the cl:
received in the years after the year of the initial claim were deflated using the GNP implicit price deflator and expressed as a present value (a
on a discount rate of 5 percent. All other outcomes presented in this table were measured during the year of the initial claim.




. much higher. It seems that the most plausible interpretation of this finding is that claimants in the
JSA plus training treatment who entered training (or who hoped to enter training) deferred
. reentering the labor market, and did not increase their earnings capacity sufficiently to compensate

" for the fewer number of weeks that they worked in the year after the claim date.

3. Benefit-Cost Anaiysis of the JSA Plus Bonus Treatment Versus Exisﬁ;g Services

Members of the JSA pli,xs reemployment bonus treatment group experienced Team'ings gains that
Weré similar to those of claimants in the JSA-only group, as well as larger UI ber{ﬁfit reductidns than
the other two treatment groups, while the costs of this treatment fell between thi‘a‘costs of i__he other
two. On balance, a substantial net gain of $565 per claimant accrued to society, relative tc; existing
services, as shown in Téble V..

Claimants experienced a net benefit of $400 on average, comprising a $591 increase ini'eamings
and a $124 increase in fringe benefits, balanced by a $314 reduction in. Ul bf;neﬁts ahd a $126
increase in taxes. The government benefited overall from the treatment, and the Labor Department
programs experienced a small net gain of $45 per claimanf. The rest of the government eipcrienced
a net gain of $154 from an increase in taxes.

0§/erall, the findings for the JSA plus reemployment bonus treatment were similar to those for
the JSA—dnly tréatment. The earnings gains experienced by claimants were similar, and while the
bonus payments represented a cost to the government sector and a gain to claimants, this cost (and :

-gain) was offset by the larger reduction in UI payments.

4. Alternative Beneﬁt-Cost Estimates

In’this section, we recalculate the benefit-cost estimates using uﬁemploymem impact estimatcs
for ali UI programs as well as qamings impacts based on wage records, rather than on the follqw-up
interviews. The UI impacts calcu'lated for all prdgrams may overstate Ul impacté, because the
observed impa;:ts for the temporary ;.n'ograms,z pa'rticularl& EUC, occurred long after the
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TABLE V.3

BENEFIT-COST COMPARISON OF THE JSA PLUS REEMPLOYMENT BONUS TREATMENT WITH EXISTING

(Dollars per Claimant)

e ) ) Labor
Benefits and Costs Society Employers Claimants Dept.
Market Output and Wages :

Increased output 715 715 0 0
Wages and fringe benefits : 0 -715 715 . 0
Tax Payments )
Claimants’ taxes 0 - 0 -126 6-
Income Support Payments .
U1 payments 0 ‘ 0 ' o314 : 314 -
Other payments 0 0 0 0.
Administrative Costs of Income Support Programs '
Ul payment administration 1 0 0 1
Administration of other programs 0 0 0 0
Demonstration Costs
Classroom training costs 0 0 0 0
On-the-job training costs 0 0 0 0
Relocation assistance . 0 0 0 0
Reemployment bonuses . . 0 0 125 12§
Local office labor costs : -118 0 0 -118
Central office labor costs . -30 0 0 -30 .
Other costs (direct and indirect) -26 0 0 -26
Offsetting Costs of Existing Services :
ES costs ) ' 10 0 0 10
JTPA costs 8 0 0 8
UI costs 5 0 0 5
0 400 45

Sum of Measured Benefits and Costs 565

Nonmonetary Factors
Psychological benefits of earlier reemployment + +
Burden of reporting requirements, reduced leisure - ' -
time, and costs from working

NoTe: Row or column sums may not add to the totals because of rounding. Ul payments were measured over the six-year period following the cla
recerved n the vears after the vear of the initial claim were deflated using the GNP implicit price deflator and expressed as a present value (a
on a discount rate of 5 percent. All other outcomes presented in this table were measured during the year of the initial claim.




demonstration was implemented and hence may not be plausible. In addition, such temporary
programs will not necessarily be available in futﬁré bapplications of the New Jersey treatments. The
wage-records data may understate earnings impacts because (1) the data do not include the earnings
_ of the self-employed and those who found new employment outside New Jersey, and (2) the data
begiﬁ with the first calendar quarter avf'ter the claim date, and thu_s miss treatment-control différences
for much of 'the sample in the first mqﬁth or two after the claim date. On the otlje’r hand, if the
treafménts do have long-term imbacts on eérnings, we can use the wage-records data to incofporate
these !ong-term impacts into the benefit-cost analysis. ‘The calculations of b;;:neﬁts anci éosts
presented in this section are based on wage records for six years following the clairﬁ date. Table V.4
presents the newly calculated net benefit estimates and the benchmark estimates for each tréatﬁment.

The estimates that .incrorporate impacts for all UI programs do not change any 6f our basic
conclusions regarding the benefits and costs of the treatments. These estimates do not affect our
societal benefit-cost estimates because they affect only transfers between clai?nants éﬁd the
government. In addition, the only {reatment showing any substantial change in the ésfilﬁates was the
JSA plus training or relocation treatment. We observed relatively large reductionsv in UI receipt for
EUC in this treatment. However, even after we considered this ;hange, the Laborz Department and
the government as a whole continue to experience a net loss under this treatment.

The estimates that incorporate our long-run earnings impact estimates affected the benefit-cost
analysis of each of tﬁe treatments. The long run earnings impact estimates exceeded the one-ycar
estimates used in the alternative benefit-cost estimates for the JSA-only and tﬁe JSA -plbus
reemployment bonus treatments. As a result, the positive net benefits increased for claimban.ts, the

-govermﬁent, and society under these treatments. The reverse, howevef, occurred fo; the JSA plus
trainihg or relocation treatment b;caus? the long;rﬁn earnings impact estimate was reduc_ed. For this

treatment, net benefits become negative from all perspectives.




TABLE V4

SUM OF THE BENEFITS AND COSTS OF ALL TREATMENTS, BASED ON ALTERNATIVE
ESTIMATES OF UNEMPLOYMENT COMPENSATION AND EARN INGS IMPACTS
(Dollars Per Claimant)

* Government

: Labor Other - Government
Society Claimants Dept. . Government . Total

JSA-Only Treatment

Using regular Ul impacts and
earnings impacts from interview
data®: 581 407 52 ' 123 © 175

Using all Ul impacts and earnings
impacts from interview data® 581 383 84 115 199

Using regular Ul impacts and
earnings impacts from wage- . : ‘
records data® 1,063 773 57 233 290

JSA Plus Training Treatment

Using regular Ul irnpacts and’
earnings impacts from interview
data® . 41 . 200 . =219 . 60 . - -159

Using all Ul impacts and earnings
impacts from interview data® 41 125 - -120° 36 , -84

Using regular Ul impacts and
earnings impacts from wage- : . : .
records data® -245 -17 -221 -8 -228

JSA Plus Bonus Treatment

Using:regular Ul impacts and
earnings impacts from interview ,
. data® o , o 565 400 45 120 . 165

Using all Ul impacts and earnings
impacts from interview data® . - . 565 375 76 . 113 189

Using regular UT impacts and
earnings impacts from . : 2 ‘ :
wage-records data® , 791 602 . 47 142 189

aEammgs impacts based on interview data were measured over the year of the initial claim. All other measures used in these calculations
are defined in Tables V.1-V. 3

I’All Ul impacts mclude impacts on regular Ul, federal, EUC New Jersey emergency unemployment benefits, and NJ addmonal benetits
for trammg All other measures used in these calculatlons are defined in Tables V.1-vai.

°Earning impacts based on wage records were measured over the six years following the initial claim. All other measures used in these
calculations are defined in Tables V.1-V.3. :




C. SUMMARY AND CONCLUSIONS :

The results of our benchmark. benefit-cost analysis suggest that all three treatments offer net
benefits to claimants and to society as a whole, relative to existing services. The JSA-only treatment
anti the JSA plus reemployment bonus treatment also led to net gains for the government sector as
a whole and to the Labor Department agencies. On the other hand, the JSA plus training or
relocation treatment was expensive for the government sector. Theee general conclusions changed
little when we incorporated impact estimates for all UI programs. However, when we incorporated
estimates of long-run earnings impacts, more changes were observed. The positive t beneﬁts to society
and claimants found for the JSA-only and JSA plus reemployment bonus treatments became larger,
and the net benefits to society and claimants for the JSA plus training or relocation treatment became
negative.

When we compared the JSA plus training or relocation treatment with the JSA-only treatment,
we feund that JSA plus training or relocation costs were higher (or benefits were lower) than those
for the JSA-only treatment from all viewpoints, because the costs ef the service eomponent of the
" JSA plus training or relocation treatment were higher and its earnings gains were snbstantially lower.
The JSA plus training or relocation treatment would show more beneﬁts if eamixggs gains could be
sustained over several years. However, evidence from the wage records did not show any impact of
the treatment on earnings after the demonstration period. |

The net benefits and costs of the JSA plus reemployment bonus treatment appeared similar to
those of the JSA-only treatment from-aﬂ perspectives, although the bonus genereted higher costs
from the government perspectlve These findings suggest that the JSA-only and the JSA plus
- reemployment bonus treatments generated savings in UI beneﬁts and increases in UI taxes that were
greater than the cost of the treatments. Our 'estirnates indicate that both the JSA-only treatment and
the JSA plus reemployment bonus treatment would lead to modest net benefits for the Labor

Department. On the other hand, the costs of the JSA plus training or relocation treatment excceded
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the savings in Ul benefits and increased taxes generated by the treatment. Use of this treatment
would require either reducing funding for other programs or increasing taxes, because the treatment

appeared to create net costs to the government as a whole.
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APPENDIX A

SAMPLES USED TO ESTIMATE THE PROFILING MODELS




This appendix describes the samples that were used to estimate models that predict a claimant’s
probability of exhausting UI. These models were used to investigate aspects of worker profiling. The
models are discussed in Chapter IV.

We estimated the exhaustion probability models using two alternative samples: (1) a relatively
large sample (N'=3,153), with all of the basic explanatory variables needed to estimate the model (the
"records sample"); and (2) a substantially smaller subsample (N=1,541), for which additional
explanatory variables were available (the "survey sample").! Both samples included a portion of the
NJUIRDP noneligible and eligible groups. We removed from both samples those workers who had
missing data or who were not permanently separated. Claimants with missing data fepresented
approximately four percent of the full records sample and six percent of the full survey sample (see
Figure A.1). Claimants who were not permanently separated‘ represented approximately 11 percent
of the records sample and 6 percent of the full survey sample (see Figure A.2).

To represent NJUIRDP eligibles in both samples, we used the demonstration control group
members. These individuals did not receive any NJUIRDP treatments, so their rate of UI exhaustion
was not affected by the demonstration. All NJUIRDP eligibles--including all control group
members--were permanently separated workers (that is, they had no definite recall date and did not
seck employment through a uﬁion hiring“hall).

Within the full population of Ul recip:iehts,i NJUIRDRP eligibles represented 26.6 percent of all
claimants (see Figure IV.1) during the period when sample :mem‘bers filed their initial claims.
Eligibles constituted approxiinately 47 percent of the :entire rééérds sémple and 71 percent of the
pbrtion of the records sample used to éstimate the modeis (see Figure A.1). Eligibles also
represented 71 percent of the entire survey sample and 89‘_‘,ﬁercent of the portion of the survcy

sample used to estimate the models (see Figure A.2).

!These additional variables were collected through a survey conducted by Mathematica Policy
Research, Inc., in 1988 for the demonstration evaluation.
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FIGURE A.1

~ DISTRIBUTION OF NJUIRDP RECORDS SAMPLE
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FIGURE A.2
DISTRIBUTION OF NJUIRDP SURVEY SAMPLE
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There were two groups of NJUIRDP noneligibles, representing two sets of screens applied
sequentially by the demonstration. The first group of workers screened out of rhe demonstration
were the "mainframe noneligibles,” workers excluded from NJUIRDP on the basis of data stored on
the state’s central mainframe computer. T‘fie' second group of noneligibles, the "Participant Trackirlg
System (PTS) noneligibles," were screen‘ed out of NJUIRDP on the basis of data collected in local
UT offices and transmitted to the stand-alorre computer syste’rrf used to operate the demonstration’s
tracking system.

We excluded from the sample all mainframe noneligibles and those‘PTS nogeligibles who were
not permanently separated. The mainframe:n(jneligible’s were excluded largely because they had
inoorrrplete data on some important variables; however, many of these noneligibles would be excluded |
by an ongoing profiling system.?

Workers screened on the basis of their age constituted about 15 percent cf all UI claimants.
Those excluded because of delays in first payment and positive earnings represented approximately
14 percent and 4 percent of Ul claimants, respectively. Approximately 18 percent of all of the
mainframe noneligibles were excluded for more than one of these three‘ reasons Within the full
population of Ul recnprents the mainframe nonehgrbles represented 28 percent of all claimants’ (sec
Figure IV.1). The mainframe noneligibles represented approxxmately 21 percent of the full records

sample and 9 percent of the survey sample (see Flgures Al and A2, respectrvely)

2In particular, no data relating to recall status and membership in union hiring halls were availablc

for mainframe noneligibles. The NJUIRDP screened out mainframe noneligibles because they
(1) received partial payments because they had positive earnings, (2) had a gap between the datc of
their claim filing and their first payment of more than five weeks, or (3) were younger than age 25.

- Most states implementing the new proﬁlmg policy are expected to exclude workers who received
partial payments and had positive earnings because these workers are not permanently separatcd.
Some states may also exclude workers with a five-week or longer gap between their claim datc and
the date of the first payment, because delays inthe first UI payment make it difficult to intervenc
early in claimants’ initial unemployment spells. However, states will not exclude workers under 25
because states are not allowed to use age as a screen for profiling. Workers screened out solcly on
the basis of age constitute about 10 percent of all Ul claimants. :
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The remaining NJUIRDP noneligibles--the permanently separated PTS noneligibles--were
included in the estimation of the model. - All of these workers were screened out of the
demonstration because they had not worked with their pre-UI employer fo;' three or more years.
Within the full population of UI recipients, these nontenured but not permanently separated workers
represented approximately 30 percent of all claimants (see Figure IV.1). These workers constituted
approximately 18 percent of the entire records sample, 29 percent of the portion of the records
sample used to estimate the profiling model, 9 percent of the entire survey sample, and 11 percent
of the portion of the survey sample used to estimate the profiling model (see Figures A.1 and A.2).

The actual proportions of record sample members in the various eligible and noneligible groups
(see Figure A.1) differ from the proportions shown for the UI population in Chapter IV because the
noneligible sample selected for the study was approximately the same size as the control group (the
eligibles) rather than three times as large as in the ul population. Similarly the subset of noneligibles
included in the survey was an even smaller proportion of the survey sampie (see Figure A.2). This
underrepresentation of noneligibles may affect our estimates of the effects of claimant characteristics
on UI benefit exhaustion particularly for job tenure since sample members with job tenure less than

three years come only from the noneligible group.
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TREATMENT/CONTROL GROUP MEANS
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This appendix reports, by treatment and control group, the means and standard deviations of the
Unemployment Insurance and employment and earnings outcomes reported in Chapter 1I. The
results of simple difference of means tests for each treatment-control difference are also reported.

The conclusions drawn frdm this anaiysis of the Ul and employment and earnings impacts of the
treatments are the same as 'those drawn from the regression-adjusted impact estimates pfesented in
Chapter II. That is, while the point estimates of impacts differ slightly, the significant treatment-

control group differences reported here are essentially the same as those reported in Chapter IL
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- TABLE B.1

MEAN UI DOLLARS RECEIVED
(Standard Deviation in Parentheses)

JSA Plus Training

JSA Plus

_ Control

- JSA Only ~ orRelocation  Reemployment Bonus Group

Year of Initial Claim - 3,113 ** 3,130 ** 3,062 *** 3,228
(First Year) (1,830) (1,837) (1,871) (1,797)
. Second Year 500 *** 562 521 ** 600
(1,255) (1,319) (1,265) (1,367)

Third Year 541 544 492 * 560
} (1,391) (1,413) (1,345) (1,417)

Fourth Year 576 547 - 565 569
(1,510) (1,490) (1,540) (1,534)

Fifth Year - 602 - 564 626 588
. (1,647) (1,607) (1,721) (1,633)

Sixth Year 471 502 436 486
(1,512) (1,558) (1,443) (1,531)

Total 5,803 5,849 . 5,701 *+ 6,031
(4,781) (4,877) (4 760) (4,903)

NOTE: = The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training ‘or. relocation sample members, 2,449 JSA plus rcemployment bonus sample
members, and 2,385 control group members. .

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.2

MEAN UI WEEKS PAID
. (Standard Deviation in Parentheses)

JSA Plus Training JSA Plus Control

JSA Only or Relocation Reemployment Bonus Group

Year of Initial Claim- 174 ** 17.4 ** 17.0 *** 17.9
(First Year) (8.78) (8.71) (8.83) (8.47)

Second Year 2.8 ** 3.1 : 2.9 ** 33
~(6.64) (7.02) (6.75) (7.24)

Third Year 3.0 2.9 2.6 ** 3.0
(7.24) (7.08) (6.81) (7.11)

Fourth Year 3.0 2.7 2.8 2.8
‘ (7.35) (6.91) (7.23) (7.05)
Fifth Year ’ 2.8 2.6 ’ .29 2.7
(7.21) (7.02) (7.40) (7.09)

Sixth Year 2.1 2.2 1.9 2.2
(6.39) (6.54) (6.11) (6.40)

Total 311 309 30.1 *»* 319
(23.4) (23.2) (229) 23.3)

- NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members.

*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.3

MEAN PROBABILITY OF UI RECEIPT
(Standard Deviation in Parentheses)

JSA Plus JSA Plus

: - JSA Training or Reemployment Control
Probability of Receipt Only ‘Relocation Bonus Group
Second Year 198 * 210 200 219

(:378) (:407) (:399) (413)
Third Year 175 175 162 * 183
(:380) (-380) (:369) (:387)
Fourth Year .166 .160 156 .165
(:372) (:367) (.363) (3711)
Fifth Year 157 144 153 151
v (:364) (:351) (:360) (-358)
Sixth Year 115 A122 .108 a22
(:320) (.328) (311) (:327)
Total Number of Claims 812 812 778 ** .340
After Initial Claim (1.28) (1.27) (1.249) (1.29)

(Year 2 to Year 6)

NOTE:  The sample used for this -analysis includes 2,416 JSA only sample membérs 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus samplc
members, and 2,385 control group members. i

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.4

TOTAL UI DOLLARS RECEIVED THROUGH OCTOBER 1993, BY PROGRAM
(Standard Deviation in Parentheses)

JSA Plus JSA Plus

7 Training or  Reemployment Control
Extended Benefits Program JSA Only Relocation Bonus Group

EUB 44 46 50 48
(227) (230) (253) (248)

EUC? 724 635 ** 720 763
(2,021) (1,885) o (2,070) (2,128)

ABT? 13 9 12 10
(247) (209) (270) (198)

Regular UI° ‘ 5,803 5,849 5,701 ** 6,031
(4,781) (4,.877) (4,760) (4,903)

All UP? 6,584 6,538 * 6,484 ** 6,852
' (6,154) (6,099) (6,191) (6,355)

NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members.

?For some sample members, we did not have complete data on these variables for the sixth year
following random assignment.

PRegular Ul impacts are for the first through sixth year after random assignment.
*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE BS

TOTAL UI WEEKS PAID THROUGH OCTOBER 1993, BY PROGRAM
(Standard Errors in Parentheses) :

JSAPlus  JSA Plus

_ Training or Reemployment Cdntrol '

Extended Benefits Program JSA Only Relocation Bonus Group

EUB 24 24 25 24
, (1.17) (1.18) (1.21) (1.19)

EUC* 3.51 2.98 ** 3317 3.52
(9.39) (8.50) (9.07). (9.49)

ABT® 05 04 05 - .04

. | (1.00) (82) (1.06) (80)

Regular UI® 31.1 30.9 30.1 *** 319
' (23.49) (232) (22.9) (23.3)

All UP 34.86 3420 * 33.70 ** 35.66
: (29.64) (28.50) (28.86) : (29.49)

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members.

*For some sample members, we did not have complete data on these vanables for the sixth year
following random assignment.

®Regular UI impacts are for the first through sixth year after random assignmeﬂt.
*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
* **Statlstxcally sxgmficant at the 99 percent confidence level for a two-tailed test.
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TABLE B.6

PROBABILITY OF WORKING?
(Standard Deviation in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group
Quarter
1 .50 50 .53 xxx 0.49
(:50) (.50) (50) (.50)
2 59 57 59 0.57
(:49) (49 (:49) (.50)
3 64 63 63 0.63
(:48) (.48) (.48) (.48)
4 63 62 62 0.63
(.48) (-49) (-49) (:48)
Year
1 77 77 .78 .76
(42) C(42) (42) (43)
2
73 72 72 73
(44) (45) (45) (.45)
3 .70 .68 .68 69
(.46) (47) (47) (.46)
4 65 63 64 64
(48) (48) (48) (.43)
5 .61 59 .60 59
(49) (49) (49) (:49)
6 .56 S5 o S5 S5
(.50) (:50) : (.50) (.50)
Total 4.02 397 397 3.96
(Year 1 to Year 6) 2.27) (2.28) 229

(2.28)

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members. '

2The probability of working is defined as having reported‘ earnings in a quarter or in a year.

#Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.7

MEAN EARNINGS, IN DOLLARS
(Standard Deviation in Parentheses)

Quarter/Year : JSA Plus Trainihg JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter
1 1,671 1,698 1,838 ** 1,638
O (2,904) (3,122) (3,142) (2934)
2 2249 2,158 2280 2,174
‘ (3,882) (3,108) O (2979) (3,140)
3 2,602 2,564 2,582 2,507
' (3,109) (3,091) (3,015) (2922)
4 2,547 2,549 ’ 2,627 2,517
(3,014) (3,128) (3,364) (3,061)
Year
1 ’ 9,068 8,970 9,328 * 8,836
(10,156) (10,031) (10,193) (9,905)
2 11,535 11,114 11,367 11,253
(12,549) (12,010) (12,416) (12,405)
3 11,989 11,846 11,990 11,831
(13,674) (13,757) . (13,488) (13,460)
4 ’ 11,891 11,753 12,276 11,679
(13,891) (14,115) (13,716) (13,954)
5 11,806 11,604 11,702 11,657
(15,074) - (14,897) (14,637) (15,251)
6 11,426 11,496 . 11,555 11,188
(15,346) (15,654) (15,264) (15,146)
_ Total 617 66,789 68,218 66,434
(Year 1 to Year 6)  (70,167) (69,918) (69,751) (69,013)

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385

control group members.
*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.8

MEAN WEEKS WORKED
(Standard Deviation in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group
Quarter
1 4.1 4.0 4.3 *x* 39
(5.0) ©(5.0) = 5.1) 4.9)
2 L 58 . 56, - 59 5.6
(5.7 6.7 (CN)) (5.8)
3 69 68 | 68 6.7
(5.8) 5.8) (5.8) (5.8)
4 6.7 6.6 6.7 6.6
5.9) 5.9 (5.9) (5.8)
Year
1 23.5 230 23.7 * 22.8
(18.3) (18.4) (18.5) (18.2)
2 289 28.0 282 27.6
(22.5) (22.1) (22.2) (20.8)
3 279 273 27.7 26.8
(23.0) (23.1) (23.3) (21.9)
4 26.3 25.7 26.3 249
(23.4) (23.3) (23.7) (22.4)
5 24.4 23.9 23.9 22.9
(23.6) (22.5) (23.5) (22.5)
6 225 222 223 213
(23.6) (23.4) (23.49) (22.5)
Total 150.1 147.0 149.0 146.3
(Year 1 to Year 6) (107.5) (108.8) (109.6) (107.5)

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members.

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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INTRODUCTION AND SUMMARY

The New Jersey Unemployment Insurance Reemployment Demonstration Project (NJUIRDP)
was initiated by the United States Department of Labor (USDOL) through a cooperative agreement
with the New Jersey Department of Labor (NJDOL) to test whether the Unemployment Insurance
(UI) system could be used to identify displaced workers early in their unemployment spells. The
project also tested alternative early intervention strategies to accelerate these individuals’ return to
work. Three packages of services, or treatments, were tested: (1) job-search assistance (JSA) only;
(2) JSA combined with tfaining or relocation assistance; and (3) JSA combined with a cash bonus for
early reemployment. A key component of the demonstration was that eligible claimants were
identified and services were provided through the céordinated efforts of the Unemployment Insurance
(UI), Employment Service (ES), and Job Training Partnership Act (JTPA) systems. Another key
component was that Ul required claimants to report for services; failure to report could lead to the
denial of benefits.

The demonstration began operations in July 1986. By the end of sample selection in June 1987,
8,675 Ul claimants were offered one of the three packages. Another 2,385 claimants, who received
existing services, were randomly selected to provide a control group for comparative purposes.
Services to eligible claimants continued into fall 1987 to ensure that all eligibles, if they desired, were
able to receive the full set of demonstration services.

The initial evaluation of the demonstration (Corson et al. 1989), combined with two follow-up
studies that extended the analysis for approximately six years after the initial UI claim (Anderson ct
al. 1991; and Corson and Haimson 1994), found that each treatment reduced UI collections for two
or more years and increased employment and earnings for at least the initial year. Although the
initial evaluation found no evidence that the training component of the second treatment increased
earnings in the year after the initial UI claim, the follow-up studies suggested that training did

increase earnings in the longer run. More generally, the follow-up studies suggested that cach
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component of the trea_tments--JSA, training, and the reemployment Benus—-prqbably contributed to
the _imp,acts‘on Ul reeeipt and eamiggs and that the treatments generated more stable jobs than those
found by contrql grOup members. The evaluation elso indicated that the demonstration 'succeeded ;
-~ in targeting claimants who, in the absence of the demonstration, would have experienced more severe:
long-nm reem_ployment difficulties. Finally,,th_e evaluation found that all three tréatments offered .
net benefi ts to clalmants and to socnety, when compared with ex1st1ng services. The JSA-only and
JSA plus reemployment bonus treatments also led to net gains for the govemment

, I})ese ﬁqdlngs suggest that the demoggtratlop treatments represent useful reemgloyment policies -
that can be directed toward UI claimants. Howeyer, before replicating these vpolicies,:it ie important
to consider severél‘ other evaluation findings. First, in addition to the reemployment services
themselves, two aspects of ‘the tljeatments_-:-_the participatjon reqltirements and the high degree of
interagency coordination--appeared to contribute to the su_ccess of the treatments. These aspects of
the treatments should not be igno‘re(.i,inv future applications. Second, analyses of the impacts of the
treatments by pop\tlation subgroup suggestthat the treatments were most successful in promoting
i'eemplqyment for individuals with marketabte skills. Finally, benefit-cost analyses of the individual
treatments provide the strongest support for the job-search assistance only treatmei%)t. These latter
two findings suggest that the mandatory job-search assistance services-emph'asized in the New Jersey
demonstration are appropriate and cos_t-effeetive tor a broad range of permanently' separated Ul
claimants. Hewe\(er, longer-mn, more intensive Serviees are probably needed,fer displaced workcr._s
who suffer major structural (‘ii’slocationvs._k | |
BACKGROUND AND CURRENT POLICY ENVIRONMENT

The Ul system provides short-term income support to involuntarily unemployed i::dividuals while

they seek work. The system has historically attempted to promote rapid reemployment by imposing
various work-search requirements on _cieimztnts and by ret'errir‘;g“ them to the ES for job scarch

: ! . . . Do N ® S " -
assistance, counseling, and other services and, through the ES, to training and other services offered
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under JTPA or its predecessors. However, observers have noted that the links to réemploymvent;
services are often weak and that more intensive services could be provided to help Ul claitﬁants
become reemployed.‘l It has also been suggested that the more intensive reemployment assistance
should target permanently separated or displac‘ed‘ claimants, who are expected to experience the
greatest difficulty in becoming reemployed. It has also '\b'e‘en érgued that, if reemployment assistance
were provided early in the UI claim period, the savings in UI benefit "phyments could potentially
outweigh the costs of providing these services. In addition, even if paying for reemployment services
for these workers does not pi'ove cost-effective from the standpoint of UlI, the UI system may provide
important benefits by identifying a broad population of displaced workers early in their ﬁnemployment
spells who could benefit from receiving the services.

Concerns of this nature have led USDOL to spon"sor several demonstrations testing the efficacy
of reemployment services for di‘spléced UI claimants. In addition to the NJUIRDP, USDOL
sponsored the Charleston, South Carolina, Claimant Placement and ‘Workk Test Demonstration
(Corson et al. 1985), which tested strict enfdrcement of the ES registration ‘requirement, combined
with an increase in the intensity of reemployment services. Another demonstration in Washington
State--the Washington Alternative Work Search Experime'nt (Johnson and Klepinger 1991)--tested
alternative work-search requirements combined with more intensive JSA. These deﬁionstratiohs, as

“well as several additional ones sponsored by individual States, suggested that increased levels of
mandatory reemployment services combined, in some cases, with job-search requirements were likcly
to promote more rapid reemployment among UI claimants. Further, these demonstrations showed

that long-term UI recipients could be identified early in their unemployment spells.

ISee, for example, discussions in the National Commission on Unemployment Compensation’s
final report (Nauonal Commission on Unemployment Compensation 1980), the 1988 Secretary of
Labor’s seminar on alternative uses of unemployment insurance (USDOL 1989), and a recent review
of reemployment services by USDOL (USDOL l994a) See also Richardson et al. 1989 for evidence
that few UI claimants, even long-term oncs, rcccive reemployment services.




The: evidence from 'these demonstrations, particularly the New Jersey one, led to recent
legislation (the Unemplo'ymentVCompensation Amendments of 1993) requiring state Ul p‘roérams to
profile claimants as they.enter the Ul system, to identify displaced workers. Subsequent interpretation
of this requirement by 'USDOL provides guidance to states about how to implement -profiling
(USDOL: 1994b)." Specifically, states are encouraged to use and ‘adapt ‘a profiling-. model developed
by USDOL. This approach uses a two-step process to identify displaced workers. Iﬁ the first step,
claimants who are permanently separated from their pre-UI jobs are'identiﬁeq; in the second, a =
probability of exhaustion 1s estimated for each claimant.- Those with the "highe;‘:ist pr’obébilities of
exhaustion are identified as the target group. States that do not have sufficient data to estimate such
models are expected to use a set of screens to identify displaced workers (as in the New Jersey
demonstration), but they are encouraged to develop broﬁling models as more data become available.

.- Identifying displaced workers is the first step in helping them bec()me’reemploy;ed; strengthening
linkages to reemployment services is the second step. For this reason, the worker profiling legislation
réquires state Ul systems to refer profiled claimaﬁts to reem'ployment services to the extent possible-
given resource constraints. These claimants are then expected to participate Ein re;empioyment
services as a condition of eligibility for‘UI, unless théy have already c‘ompk:téd thesie services or have
a justifiable reason for fheir t.’ailuré to pafticipaté. (v }A

To implementthese‘fequiremcnts,v states are e*pected to estéblish agreements between the Ul
system and service providers (tﬁe ES 6r Economic bisloca'tion al;d Wofker AdjustmentyAcl-—
EDWAA--prd'gfams), so that ‘probfiled claimaﬁts can be Are-ferr‘cv:d to ;'1 servicer providét and ‘rccci\./c
services.>> Service providers in each locality are expected to hold initial orientation sessions with
claimants, followed by assessment sessions in which‘individual service Qlans are dég‘/eloped for cach

claimant. Participation in the reemployment services outlined in the plans is a condition for

2USDOL modeled this design, in part, on the basic JSA' treatment used in the New Jersey:
“demonstration. | '

3The EDWAA program opefatéé as Title III of JTPA.
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continued UI eligibility. In addition to orientation and assessment, reemployment services include
’ coun#eling, job-search assistance (such as job-search workshops), referrals to jobs and job placement,
and other similar services. However, these services do not include training or education. Although
service providers can refer claimants to training or educationai services, and claimants who participate
do not have to take part in other reemployment services, participation in training or education is not
mandatory. To allow UI monitoring of the vpalftr'icipation requirement, states are expected to develop
mechanisms to give Ul feedback about whether referred claimants take part in required services.
These worker profiling and reemployment service systems, which are currently being developed,
are an integral part of recently proposed institutional changes. For example, the Reemployment Act
of 1994, which was introduced in Congress in spring 1994, aimed to consolidate~ existing reemployment
services for displaced workers and to provide services in a one-stop-shopping career center. It also
attempted to provide additional funds for services, to help states achiéve the goal of providing
reemployment options to workers. Other proposals to consolidate existing services have also been

proposed.

DEMONSTRATION DESIGN
The New Jersey demonstration was designed to address three objectives:
1. Examining the extent to which UI claimants who could benefit from reemployment
services could be identified early in their unemployment spells

2. Assessing effective policies and adjustment strategiesk for helping such workers become
reemployed

3. Examining how such a UI reemployment program should be implemented

To achieve these objectives, the design called for identifying demonStratioh-eligible individuals in the
week after their first UI payment, and then assigning them randomly to one of three treatment
groups offered alternative packages of reemployment services or to a control group receiving existing

services. The demonstration was implemented in 10 sites that corresponded to state UI offices. The
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sites were chosen randomly, with the probablhty of thelr selectnon proportional to the S1ze of the Ul

population in each office

Definition of Eligibility

The purpose of the demonstratron was to provrde reemployment services to experlenced workers}
who havmg become unemployed through no fault of their own, were llkely to face prolonged spells
of unemployment Their ]ob-findmg dlfﬁcultles mxght be due to unavallablhty of jobs, a mxsmatch
between their skills and job requlrements or thelr lack of job-finding skills. Be’cause prevrous
research efforts had not established good predlctors of prolonged unemployment spells, complex
ellglblllty requlrements could not be used to dxrect demonstratron servxces As a result,. the :
demonstration plan mcorporated asmall number of screens to 1dent1fy expenenced workers who \lvere‘

likely to be displaced permanently from their jobs. The following ‘eligibili‘ty screens were chosen:

*. First Payment. The demonstration excluded ‘claimants who did not receive a first Ul
payment. To promote early intervention, it also excluded claimants who did not receive

a first payment within five weeks after the initial claim. Individuals who were working
and, consequently, received a partial first payment were also excluded, because their job

- attachment meant that they had not necessarily been 'displaced 'Finally, special claims
(for example, unemployment compensation for ex-service members or federal civilian
employees, interstate claims, and combined wage claims) were also excludedr ‘

* Age. An age screen was applied to eliminate the broad category of young workers, who
have traditionally shown limited attachment to the labor market and whose employment
problems may be quite different from those of older, experienced workers. This screen
excluded workers under age 25.

o Tenure. Demonstratlon-ehglble clalmants had to exh1b1t a substantial attachment to a
job, so that the job loss was likely to be associated with one or more of the -
reemployment difficulties described earlier. Each claimant was required to have worked
for his or her last employer for three years prior to applying for UI benefits and could =
not have worked full-time for any other employer during the three-year period.
"USDOL’s Bureau of Labor Statistics had used the three-year requirement; to define
displaced workers (Flalm and Sehgal 1985) .

» Temporary Layoﬁlv. Because the demonstration treatments were not intended for workers
~ who were temporarily laid off, it was desirable to exclude claimants on temporary layofT.
However, previous research and experience show that some claimants say that thcy
expect to be recalled, even when their chances of actual recall are slim. To ensure that
these individuals were not excluded from the demonstration, only individuals who both
expected to be recalled and had a specific recall date were excluded. '
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« Union Hiring-Hall Arrangements. Individuals who afe typically hlred through union hiring
halls exhibit a unique attachment to a specific labor market and were thus excluded from
the demonstration.

The Treatments

As stated, the demonstration fested three treatment ]ﬁackages for enhaﬂcing reemployment.
Eligible claimants were assigned randomiy to a control gtoup that received existing services or to one
of the three treatment groups: (1) JSA only; (2) JSA plus fraining or relocation; or (3) JSA plus a
reemployment bonus. |

The initial components of all three treatments were the same: notification, orientation, testing,
a job-search workshop, and an assessment/coun#eling interview. These serv]ices were delivered
sequentially, early in claimants’ uhemployment spells. First, a notification letter Qas sent to claimants
in about the fourth week after they filed the initial claim. Claimants usually began to receive services
during their fifth week of unemployment. Services began when they reported to a demonstration
office (usually an ES office) and received brientatioh and testing during a one-week period. In the
following week, they attended a job-search wdrkshop, consisting of five half-day sessions, and a
follow-up, one-on-one counéeling/assessment session in the subsequent week. These initial treatment
components were mandatory; failure to report could lead to denial of UI benefits. .

Beginning with the counseling/assessment interview, the nature of the three treatmehts differed.
In the JSA-only group, claimants were told that, as long as they continued to collect UI, they were
expected to maintain periodic contact with the demonstration office, either directly with staff to
discuss their job-search activities or by engaging in search-related activities at a resource center in the
office. The resource center offered job-search materials and equipment, such as job listings.
telephones, and occupational and training iiterature. Claimants weré encouraged to use the center
actively and were told that, if they did not come to the office periodically, ES staff would contact

them and ask them to do so. These periodic follow-up contacts were to occur at 2, 4, 8, 12, and 16
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weeks following the assessment interview. ES staff were expected to notify UI when a claimant did
not report for services.

Claimants in the second treatment group--JSA plus training or relocation--were also informed

“about the resource center and their obligation to maintain contact during their job search. In

addition, they were told about the availability of classroom and on-the-job tr’éining and were
encouraged to pursué training if intérested; Staff from the iocal JTPA Service Deli;er'y Area (SDA)
program operator worked directly with thése claimanfs to dévelop iraining options.;;These claimants
were also told about the availability of relocation assistance, which those who elect;:d not to pursue
training could use for out-of-area job searches and moving expenses.

Claimants in the third tréatment group--JSA plus a reemployment bonus--were offered the sarﬁe
set of JSA services as the first group, in addition to a bonus for rapid reemployment. The maximum
bonus equaled one-half of the claimant’s remaining UI entitlement. at the time oi' the assessment
interview. This amount was available if the claimant siarted working either during the assessment
week or in the next two weeks. Thereafter, the potential bonus declined at a rate of 10 percent of
the original amount per ;veek, until it was no lohger available. Claimants re’calléd} by their former
employer could not receive a bénus; neither could those who were employed by?a relative or in
temporary, seasonal, or part-time jobs. Claimants who collected a bonus received 60 percent of the
bonus if they were employed for 4 §véeks, and the rémainder if they were employed for 12 wee.ks.

Each treatment tested a different concept of the employment problems displaced workers face.
The JSA-on;ly treatment was baséd on the‘assumption that many displaced.workers have marketable
skills but do not have éndugh job-séarch experience to idehtify these skills and sell them in the job
market. In contrast, the traihing treatnient was based on the assmhption that somé workers’ skills

are outmoded and must be upgraded. Finally, the reeinployment bonus treatment was based on the

assumption that JSA alone is an insufficient incentive for claimants to obtain employment rapidly. and
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that an additional incentive will help them recognize the realities of the job market and accept a
suitable job more quickly.

With the exception of the reemployment bonus and relocation assistance;, the demonstration
services were similar to those available under the existing ES and JTPA systems in New Jersey.
However, there were important differences. The likelihood that a claimant was offered and received
demonstration services was considerably greater than that under 'tﬁe existing system. The timing of
service receipt also differed: demonstration services were generally provided earlier in the
unemployment spell. In addition, the mandatory nature of the initial services differed. Under the
existing system, non-job-attached claiménts were expected to register with the ES, but registration was
sometimes delayed during peak load periods and subsequent services were not generally mandatory.
‘Under the demonstration, claimants were expected to report for initial services, and this requirement

was enforced.

Provision of Demonstration Services

An important objective of the demonstration Was to examine how a reemployment program
targeted toward UI claimants should be implemented. The demonstration design emphasized two
aspects of this objective: (1) using existing agencies and vendors to provide services; and (2) using
a computer-based participant tracking system to facilitate service delivery.

In the New Jersey demonstration, the UI agency, ES, and local JTPA program operators were
all involved in delivering services. Strengthening linkages among these agencies was an important
component of the demonstration. UI staff were responsible for collecting the data used to sclect
eligible claimanis and for monitoring claimants’ compliance with the demonstration’s reporting
requirements. A determination of UI eligibility was made after claimants did not report for the initial
mandatory services; if appropriate, benefits were denied.

A four-person team in each demonstration office provided the initial reemployment scrvices.

together with additional services offered at the assessment/counseling interview. This team consisted
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of three ES staff members and a JTPA staff member from the local SDA pfogram operator. . An ES
counselor served as team leader and had ertall responsibility for ensﬁﬁng that services were
provided. ES staff provided all services for the JSA-only and JSA plus reemployment bonus
treatment group members. JTPA staff members were involved only with- the JSA plﬁs
training/relocation ,treatment' group members. " They were expected t6 be involved with claimants
during the assessment/counseling iniewieW, to work with individuals who were interested in cla'ssr60m
or on-the-jo:b’ training; and to identify appropﬁate opportunities and place ciaimants in them.
Becausé the goal was to use tréining oppo’rtunities availab]é in each local JTPA SDA, this component
strengthened linkages b_ctWeeri the ES and the local JTPA program operators in the 10 demonstration
sites. |

A computer-based tracking system was used to operate the program and to prqvide some of the
data used for the evé]uation. Data on SérVice delivéry wei;e entered into the system, and local office
staff received lists of claiﬁie;nts éach week who were expected to receive services. A list of claimants
who did not réport for services was also genérated for Ul, and monitoring repbrts Were sént to
central office staff. The Systéfn helped ensure that services were delivered as sbeciﬁed, and that.

i

claimants were not "lost” from the program.

Economic Environment

During the demo_nstratio‘n. pen'_od, the New Jersey economy experienced worker displacement
caused by a long-term secular decline in manufacturing, although substantial growth occurred in other
sectors. Ovc_:i'all, _the state economy was quite strong, and the unemployment rate during the
demonstratjon period _wa‘sflow (five percent). 'I'he;unemp‘loyment rate continued to be low (five
percent or less) during the first several years of the follow-up. period. -With the or;set of the recent
recession, howéver, it rose in the last two to threé years of the follow-up period to between 6.6 and

8.4 percent, on an annual basis. During this latter period, unemployment compensation benefits were

134




also extended. This extension probably had an effect on UI benefit receipt. As a result, it could have

affected our impact estimates for this period.

FINDINGS |
Effectiveness of the Eligibility Definition

The eligibility requirements targeted demonstration services to about one-quarter of the
claimants who received a first UI payment. The first round of exclusions (for delayed first payments,
partial first payments, special claims, and age under 25) was made on the basis of routinely collected
Ul agency data and an examination of the records of all claimants who received a first payment. This
process excluded about 28 percent of the élaimants, with the largest number being excluded by the
age restriction.

The rest of the eligibility screens (for job tenure less than three years, temporary layoffs, and
union hiring-hall arrangerhents) were implemented with data collected by UI staff specifically for the
demonstration. The most restrictive screen applied at this point was the tenure requirement, which
excluded individuals who had not worked for btheir pre-Ul cniployer for three years. This requirement
excluded about half the claimants who passed the initial eligibility screens.

The other important eligibility requirement that merits discussion is the temporary layoff screen,
which excluded claimants with a definite recall date. This screen excluded about 13 percent of the
claimants who survived the initial examination of agency data. In devising this screen, those designing
the demonstration decided it was important to establish that the layoff was indeed temporary, rather
than relying solely on the claimant’s expectation. Having a definite recall date was used. for this
purpose. As expected, the percentage of claimants who said that their layoff was temporary was
substantially larger than the number who actually had a recall date. About half of the claimants who
expected to be recalled but who had no recall date did return to their pre-Ul job.

The eligibility definition was designed to identify claimants who, in the absence of demonstration

services, would experience difficulty in becoming reemployed. An examination of the charactcristics
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of the eligible population showed that it contained a substantial proportion of individuals whose age,

industry of employment, and other characteristics are usually associated with the displaced‘worker ,
population and with difficulties in becoming reemployed. Moreover, compared with a sample of

individuals who were not eligible for the demonstration, the eligible population experienced

conSiderably longer periods of UI collection and longer unemployment spells, on avér-age, during the

initial benefit year. During the full six years of followup, the grbup targeted in fhé New Jersey
demonstration continued to expérience large reductions in earnings relative to their base-year

earnings. These earnings reductions .weré considerably larger than those reéliieé by noneligil;ies.
However, the long-term Ul rec'eipi of demonstration eligibles was signiﬁcaﬁtly shorter fhén that of
noneligibles. This finding can be attributed to the fact that workers in seasonal industries were
. among the noneligible population.

These findings indicate that the eligibility screens directed demonstration services to a 'population
that generally faced reemployment difficulties. However, itis unlikély that all demoristratién eligibles
required services. Some were in the prime of their workiﬁg lives and. some werei individuals from
industries (for example, the service industry) that were strong and growing in Néw Jersey. Moreover,
some were recalled by their pre-Ul employer#. |

Based in part on the design and the initial findings from the New Jersey demonstration, the
Unemployment Compensation Amendments of 1993 mandated that siaiés identify wofkers'liicely to
exhaust Ul and refer them tb reempléymént services. USDOL has sugge’stved.that this targéting :
process, known as "worker i)roﬁling," caxi occur in a number of wa.ys.. Orie' of the principal options
involves eliminating workers who are not bermanently separated, estimating eaéh individuél‘s
probability of exhausting U], and serving those thh the largest predicted probabnlmes of exhaustion.

In recent snmulatlons of this targeting process that replicated current funding levels, we found
that _the group that would have been targeted by profiling experienced somewhat grcaicf

reemployment problems than the New Jersey eligibles, as reflected ih both groups’ employment and

i
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UI receipt. These differences were apparent not only in the year following their initial claims but
also during the full six years of followup. On the other hand, the group that would be served under
profiling experienced smaller earnings reductions, relative to pre-UI earnings, than did the New
Jersey demonstration eligibles. This finding is probably due to the fact that the targeted group had
fewer years of job tenﬁre on average than the New Jersey demonstration eligibles. As a result they

had lower average pre-Ul earnings and suffered smaller earnings reductions.

Receipt of Initial Services

All claimants who were selected as demonstration treatment group members were offered a
common set of reemployment ‘services early in their UI claim period. These services occurred in
sequence and consisted of orientation, testing, a job-search workshop, and an assessment/counseling
interview. |

Data on the receipt of these initial services show that 77 percent of the selected claimants
attended orientation as requested (see Table 1). Most attended their scheduled session, but some
attended a later session, generally after follow-up contact by the UI claims examiner. Three-quarters
of the claimants who attended orientation continued through the assessment/counseling interview.
However, not all such individuals were tested or attended a job-search workshop. Some individuals
were excused from all services, generally because their recall expectations could be substantiated. In
addition, a large number were excused from testing and the workshop because of language or reading
comprehension difficulties that precluded testing. This situation suggests that programs might want
to emphasize referrals to English as a Second Language courses or remedial education for such
individuals, as part of the early orientation and screening process.

Most claimants attended orientation during the fifth wéek after their UI claim, and most
completed assessment during the next three- to four-week period. Thus, the goal of carly

intervention was achieved as planned.

137




The level at which treatment group members received the initial services—-testing, job-search
| workshops, and counse]ing—-substantially exceeded the level at which control group members received
such services from ES and JTPA through existing referral mechanisms. Thus, the demonstration

achieved its objective of increasing the level of services eligible claimants received.

Receipt of Additional Services
The additional services that were offered to claimants at the assessment/counseling interview

included the periodic JSA activities, training and relocation assistance, and the reémployment bonus.

JSA Followﬁp. The objective of the follow-up activities was to encourage ali claimants, except
those in the second treatment who were engaged in training, to pursue ongoing, intensive job search.
This intensive job search was promoted by disseminating j_ob-SearCh materials at the resource centers
and by requiring claimants to maintain periodic contact with demonstration staff, either through the
resource centers or directly, in person. |

Data on claimants who were collecting UI at the ﬁve.fo'llow-up points (2, 4, 8, 12, and 16 weeks
after assessment) showed that 92 percent satisfied the first follow-up requirement ('that is, the 2-week
contact), and 80 percent had a contact at 16 weeks. Although the rate of contact &eclined somewhat
at the later contact points, the degree of contact was high relative to ongoing employment and
training programs, which typically do not have systematic follow-up procedures. However, these
periodic contacts did not always follow the strict schedule that had been laid out in the design, nor_
were all the contacts made in person as desired. In addition, only a few of the resource ccnters
appear to have been used fairly extensiVély; conséquently, the use of these centers probably had a

minor impact, at most, on demonstration outcomes.
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TABLE 1

RECEIPT OF INITIAL REEMPLOYMENT SERVICES

Total

As Percentage of the Total Sample
Attended Orientation

Scheduled orientation 67.9

Later orientation _ 89

Total 76.8
Tested 45.5
Excused from Testing? ‘ ' 28.4
Completed Job-Search Workshop® 49.8
Excused from Job-Search Workshop ‘ 19.8
Attended Assessment/Counseling Interview 56.2
As Percentage of Those Attending Orientation
Tested - , 59.2
Excused from Testing 370
Completed Job-Search Workshop , 64.8
Excused from Job-Search Workshop ‘ 25.8
Attended Assessment/Counseling Interview : 732
Sample Size 8,675

“Includes 0.2 percent who were excused because they had previously been tested by the ES.

®Includes 0.5 percent who were excused because they had already completed a job-search workshop.

139




Training and Relocation Assistance. Classroom and on-the-job training opportunities were
offered to claimants in the second treatment to test the_ efficacy of a serfice package that,i ea;ly in
the unemployment spell, attempted to "alter or upgrade skills no longer in demand.* .About iS
percent of the claimants who were offered training parti;:ipated in it. Mo# of this training was
classroom based. Much of the classroom training was in business andv office services or compufg:r and
information servicés, v;'hile the on-the-job trainiﬁg tended to be in teéhnicz;l, ‘clériéal, and sa-les‘
occupations. It appears that the training offered was directed toward occﬁbations with strong
employment prospects in New Jersey. | | |
| The rate of training reéeipt was higher fhan the rate observed for cémparable gfoﬁps of
claimants who were offered training opportunities through referrals to the regular JTPA service
environment in New Jersey. Thus, the offer of t-raining under the dexﬁonstration achieved the

“objective éf increasing the receipt of training. Nevertheless, the overall rate of training receipt was
lower than initially expected.

Two general reasons appear to explain the lower-than-expected increase in tréining participation.
First, the nature of the training intervention differed from that offered by other .programs. The offer
occurred early in the layoff period, which may have been before many individi:als were ready to
accept the fact that an occupational change was necessary. Moreover, not all individuals who were
offered training were interested in or needed reemployment services, let alone training. However,

- they were offered services because of the mandatory nature of the initial services.

The second reason that training participation was /lower than might have been expected pertains
to the demonstration implementation. . The training treatment relied on existing JTPA program
operators to provide the training placement function, and some operaitors‘ were iconsiderably more

successful than others at placing claimants-in training. Their success stemmed from a number of

“Individuals in this treatment group were also offered relocation assistance. As previous
experience has suggested, few individuals were interested in relocation, and fewer than one pcru nt
of those who were offered relocation assistance received it. {
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factors, including an early and enthusiastic presentation of the training option and the capability to
offer a wide range of individual training slots.

Reemploymenf Bonus. Thé third treatment package inclﬁded a reemploymént bonus that wés
offered to claimants at the assessment/counseling interview. The purpose was to provide a direct
financial incentive for claimants to seek work actively and become reemployed. The full bonus offer
averaged $1,644 and was paid for jobs that started by the end of the second full week following the
interview. After that point, it declined by 10 percent of the initial amount each week, so that it fell
to zero by the end of the 11th full week of the offer.

Nineteen percent of the claimants who were offered the bonus received a first bonus payment,
which was paid to individuals who held a bonus-eligible job for at least four weeks. Eighty-four
percent of this group also received the final bonus payment, which was paid after 12 weeks of work.
Overall, the total of the two bonus payments paid averaged close to $1,300.

About 30 percent of the claimants who were offered a bonus began a job within the bonus
period, compared with the 19 percent who received a bonus. The remaining 12 percent appeared
largely ineligible for the bonus, primarily because they obtained a job with their pre-UI employer

(claimants who returned to their pre-UI employers were not eligible).

Impacts of the Demonstration Treatments O;I UI Receipt

The demonstration treatments were expected to affect the receipt of UI benefits by eligible
claimants. The JSA-only and JSA plus reemployment bonus treatments (the first and third
treatments) were expected to help eligible claimants become reemployed rapidly, thereby reducing
the amount of UI benefits received by treatment group members, relative to the amount received by
control group membérs. Further, the JSA plus réemployment bonus treatment was expected to have
a larger impact on Ul ‘receipt because of the reemployment incentives created by the bonus.
Expectations about the JSA plus training or relocation treatment on short-run UI receipt were less

clear. Individuals who received this treatment but not training were expected to expericnce a
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reduction in Ul receipt, but those who entered tra’ining were expected to experience an increase in
receipt, since individuals who accepted training continued to collect UL
Estimates of the treatment impacts on regular Ul receipt show that all three treatinents reduced
weeks collected over the benefit year, by a half week for the first two treatments and a week for the
thifd (see Table 2). As expected, these reductions were largest for the third tre;tment--J SA plus the
reemployment bonus. As shown in the table, these impacts were mirrored in theb amount of benefits
collected.
~ Somewhat surprisingly, longer-run reductions in Ul receipt were also ossewed. Significant
reductions occurred in the second year for the JSA-only and JSA plus reemployment bonus
treatments. In addition, a significant reduction in extended benefit program payments occurred for
the JSA plus training or relocation assistance treatment.’ For all UI programs during the six-year
follow-up period; the treatments reduced Ul benefit receipt by aboutrthréé-(ju::«lrters of a week for
the JSA-only treatment, by one and a half weeks for the fSA plus training or relocation assistance
treatment, and by nearly two weeks for the JSA plus reemployment bonus treatment. These findings
suggest that each of the treatment components--JSA, training, and the reemployment béhus--probably
contributed to the longer-term impacts and that the treatments, in general, genérated jobs that were

more stable than those found by control group members.

Employment and Earnings Impacts

In general, the treatments were expected to promote the rapid reemployment of claimants, thus
having a positive impact on the employment and earnings of claimants after their entry into the Ul
system. As noted, short-run impacts weré expected to be greater for the JSA-only and JSA plus
reemployment bonus treatments than for the VJSA plus training treatment, since individuals who'

entered training were expected to sacrifice short-run earnings for longer-run earnings gains.

SSpecifically the reduction was in Emergency Unemployment Compensatiori (EUC) benctits.
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TABLE 2

ESTIMATED TREATMENT IMPACTS ON UI RECEIPT

JSA Plus JSA Plus Control
JSA Training/ Reemployment Group
Only Relocation - Bonus Mean
Regular Ul
Weeks Paid in Benefit Year -047 * -.048 ** -0.97 *** 17.9
Weeks Paid in Second Year -0.53 *** -0.22 -0.44 ** 33
Weeks Paid Over Six Years -0.76 093 -1.72 319
" Dollars Paid in Benefit Year -87 * -81 * <170 *** 3,228
Dollars Paid in Second Year <94 H** -39 -78 ** 600
Dollars Paid Over Six Years -181 - -165 -333 *. 6,031
All UI Programs®
Weeks Paid Over Six Years -0.78 -1.47 ** -1.92 ** 35.7
Dollars Paid Over Six Years 222 -293 * =375 ** 6,852

“Includes regular Ul, Emergency Unemployment Compensation (EUC) and two special state
extended benefit programs. : :

* Statistically significant at the 90-percent confidence level for a two-tailed test.
** Statistically significant at the 95-percent confidence level for a two-tailed test.
*** Statistically significant at the 99-percent confidence level for a two-tailed test.

Estimates of the short-run impacts of the treatments on employment and earnings suggest that
at least two of the treatments--JSA only and JSA plus the reemployment bonus--increased claimants’
short-run earnings. For these two treatments, earnings impact estimates based on interview data were
positive and statistically significant for the first two quarters in the year after the initial UI claim. The
earnings impact estimates based on wage records for the JSA plus reemployment bonus treatment

were also positive and significant for the first calendar quarter after the initial UI claim (see Tablc 3).

Employment impact estimates (not reported in the table) were also positive and significant for the
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same period. 'fhe timing of these impacts suggests that they arose primarily because the treatments
promoted eariy reemployment.

We also investigated another short-rur; employment and earnings issue, the impact of the
treatments on the characteristics of the first- post-UI job. This is an important issue, because, by
promoting rapid reemployment, the treatments rﬁight have prompted claimants.to accept jobs that
were less desirable thai) those obtained by claimants who were not offered special serviqes. An
examination of this issue indicates that the early reemploymént promoted by the tréatments did not
entail any sacrifice in hourly wages or hours worked. In fact, the treatments ap'éear to have led to
modest increases in hourly wage rates in post-UI jobs (see Table 3). V

We also looked at long-run employment aﬁd’earnings impacts, because the impacts of training
receipt were expected to occur in the longer run. These estimates, based on wage records data,
showed no statistically significant treatment impacts over the six-year follow-up period (beyqnd those
observed in the initial quarters following the UI claim). However, variation in clairrfxants’ earnings was
quite large, so modest longer-run éarnings impacts consistent with the UI impact estimates could still
have occurred. Similarly, a relatively small number of claimants participated in training, so the
impacts of training would need to be quite large to be detected through treatment-control
comparisons. | |

For this reason, we examined the earnings experiences of trainees directly to determine whether
the pattern of earnings suggested that training may have had an impact not detected in the treatment-
control comparisons. This analysis showed that trainees who participated in classroom-based
occupational skills training had relati\'zeiy low earnings initially, while they participated in training, but
that they had relatively higher earnings in later periods (rélative. to their base pefiod earnings, as
compared with similar claimants not offered training). Claimants wﬁd participated in on-the-job
training had substantially higher earnings throughout the six-year follow-up period. Although thesc
impact estimates could be biased, because the analysis could not completely control for unobserved _
factors that affect self-selection of training participants, the analysis suggests that both classroom

(occupational skills) and on-the-job training did enhance trainees’ earnings.
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TABLE 3

ESTIMATED TREATMENT IMPACTS ON EARNINGS AND POST-UI WAGES

JSA Plus JSA Plus Control
JSA Training/  Reemploymen Group
Only Relocation t Bonus Mean
Earnings (Dollars)
Interview Data
Claim quarter 1 125 ** 82 160 ** 687
Claim quarter 2 263 ** 103 278 *** 1,945
Claim quarter 3 171 - 83 131 2,701
Claim quarter 4 49 77 22 3,012
Wage Records Data
Calendar quarter 1 ‘ 28 58 176 ** 1,638
Calendar quarter 2 75 -23 79 2,174
Calendar quarter 3 101 47 46 2,507
Calendar quarter 4 31 28 79 2,517
Poét-UI Wages
Percent Change in Post-UI Relative to
Pre-UI Hourly Wage? 0.041 ** 0.030 ** 0.041 **

NOTE: Quarters for interview data are defined relative to the date of UI claim. That is, quarter 1
is the first three months following the date of claim, quarter 2 is the next three months, and
so on. Quarters for the wage records data are calendar quarters beginning with the first full
quarter after the date of UI claim.

®Data for this variable came from the interview.

* Statistically significant at the 90-percent confidence level for a two-tailed test.
** Statistically significant at the 95-percent confidence level for a two-tailed test.
*** Statistically significant at the 99-percent confidence level for a two-tailed test.
Benefit-Cost Analysis
An important question for any potential program or policy is whether the benefits of offering
services exceed their costs. We examined this question for the three treatments tested in the

demonstration by looking at benefits and costs from the perspective of claimants, the government.

and society as a whole. For example, reductions in UI benefit receipt represent a cost to claimants,
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a benefit to the government, and neither a benefit nor a cost to society, since Ul payments are
transfers from one sector of society to another. The analysis considered net benefits (including gains
in earnings and taxes paid) and net costs, relative to the existing service sysfem.

In terms of é(b_)sts,’the >gro$.s costs of providing the three treatments were estimafed at $ 169 per
claifnant for the JSA-only trcatméﬁt,. $491 :per' claimant for the JSA plus traiﬁing or‘ relééati'on
treatment, and $299 per claimant for the JSA plus reemployment bonus treatmer.lt.'. Because some
reemployment services are already provided to UI claimants under the existing sergioe system, the net
cost of providing these treatments wés lower: $155 fof the first treatment, $377 fé)r the Seg:ond, and
$276 for the third. |

The results of the benefit-cost analysis indicated that each of the treatments offéred net benefits
to society as a whole and to claimants, when compared with existing serviées (see Table 4).5 The
JSA-only and JSA plus reemployment bonus treatments also led to net gains for t\he government
sector as a whole and to the Labor Department agencies that actually offer fhe services--the
reductions in UI benefits outweighed the net cost of providing additional services to claimants.
Overall, net benefits were similar for these two treatments, and the JSA plus t}'éliniﬂg/reldcation

treatment was more expensive than the other two from all perspectives.

POLICY ANALYSIS
The demonstration showed that the treatments .tested in the demonstration could be
implemented successfully. Claimants who are likely to experience long spells of unemployment and

reduced post-Ul earnings can be identified and provided with services early in their unemployment

spell, through the coordinated efforts of the UI, ES, and JTPA systemé. ‘Moreover, each treatment

®The net benefits to society occur largely because it is assumed that claimants’ incrcased
employment and earnings represent a net increase in output; that is, the more rapid reemployment
of claimants does not displace the employment of other individuals. This no-displacement assumption
seems reasonable given the strength of the New Jersey economy at the time of the study.
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TABLE 4

BENEFIT-COST COMPARISON WITH EXISTING SERVICES
(Dollars per Claimant) '

JSA Plus JSA Plus
Perspective JSA Only Training/Relocation = Reemployment Bonus
Society 581 41 565
Claimants 407 o200 400
Government 175 -159 : 165
Labor Department 52 - 219 45

Other Government ' 123 60 120

NOTE: Entries are net benefits (the sum of benefits minus costs) relative to existing services.

led to reductions in the lengths of unemployment spells and to concomitant increases in earnings and
reductions in UI benefits received. All thrée treatments offered net benefits to society as a whole
and to claimants, when compared with existing services. The JSA-only and JSA plus reemployment
bonus treatments also led to net gains for the government sector as a whole and to the Labor
Department agencies that actually offered the services.

Overall, these generally positive findings suggest that the demonstration treatments represcnt
potentially useful reemployment policies that can be directed toward Ul claimants. However, beforc
replicating these policies it is important to consider several other evaluation findings. These findings
relate to targeting services, app.lying participatidn reqhirements, promoting interagency‘coordinalion.

and selecting reemployment services.

Targeting Services
Who should receive services is an important question for any reemployment strategy. The
eligibility definition used in the demonstration attempted to target services toward displaced workcrs

who would experience reemployment difficulties. In general, this objective was achieved, although

some individuals selected for the demonstration presumably did not need services because they were
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eventually recalled by their former employers. The remainder covered the spectrum of permanently
separated workers, froin those who had marketable skills and needed- few, if any, services to those
who faced majdr reemployment difficulties.

- Analyses of the impacts of the treatments by populatibn subgroup and simulations of worker

 profiling systems targeted exclusively to claimants with the highest probabilitics of Ul benefit

exhaustion suggest that the treatments were most successful at promoting ré'employment for
individuals who had marketable skills. The treatments were less successful for indiyiduals facing hard-
core, structural unemployment problems, including individuals with the highest likelihood of UI
benefit exhaustion. The displaéed workers with more severe reemployment problems may have been
affected less by the demonstration treatments than were other workers who faced relatively more
favorable reemployment prospects. This finding suggests that the treatments, particularly the initial
mandatory job-search assistance services emphasized by the New Jersey démonstration, are
appropriate and cost-effective for a broad-range of UI claimants who are permanen_ﬂy separated from
their pre-UI employers. However, longer-run, more intensive services are probably needed for
displaced individuals who face major structural dislocations. The demonstration offered short-run
occupational training in the second treatment, but the hardest to serve may need aﬂditional services,

such as longer-run training.’

Applying Partici;)ation Requirements

The Ul system requiremeni that claimants report for the initial job-search assistance services -
appears to have been an important element of the treatments. Moreover, evidence from the
evaluation suggests that UI and ES staff implemented this~requirementisucce;ssfullyg Individuals who
did not report and who éontinucd to claim benefits were, in most cases, identified and contacted for
followup. Thus, these reporting requirements and the compliance process probably contributed to

the increase in service receipt and to the impacts of the treatments on UI receipt and earnings. The

i

"For example, the Reemployment Act of 1994 proposed such a multiservice ai)proach.
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legislation authorizing the worker profiling and reemployment services systems currently being.

implemented mandates such requirements.

Promoting Interagency Coordination

An important element of the New Jersey demonstration was that it relied on the coordinated
efforts of the Ul ES, and JTPA systems to identify eligible claimants and to provide them with
services. To be successful, this coordination required strengthening linkaggs 1an‘10ng these agencies
at both the local service delivery and central office level. These linkages ap;iear to have been
strengthened in the New Jersey demonstration both throughl the development of an automated system
linking UI and ES and through the enthusiasm and abilify of staff at the local and central levels to
work well together. Getting staff to work well together, however, required a high degree of
commitment and invblvément by top agency officials and key central office staff. Similar efforts are

likely to be necessary in any future program, particularly during program implementétion.

Selecting Services

The findings summarized earlier indicate that each component of the treatments--job search
assistance, training, and the reemployment bonus--contributed to the impacts on UI receipt and
earnings. Job-search assistance contributed to the short-run Ul and earnings impacts that occurred
early in individuals’ claim spells, a period in which intensive job-search assistance was provided. Some
impacts of this treatment component were also observed in the second year after the initial Ul claim.
The reemployment bonus, offered in conjunction with job-search assistance, led to larger short-run
Ul and earnings impacts than were observed for job-search assistance only. Training, both classroom
and on-the-job, appeared to enhance the trainees’ long-run earnings, although the evidence is weaker

than it is for the other treatments.
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Each treatment component appeared to cbnt_ribute to impacts on UI receipt and earnings, but
the benefit-cost analysis provides the strongest support for the JSA-only treatment. This treatment
offered net benefits to society as a whole and to claimants, when compared with existing services.
It also led to net gains to the goverﬂineﬁt sector as a whole and to the Labor Department agencies
thaf offered services. Although the offer of the reemployment bdnus 'generated additional UI savings,
it did not offset the cost 6f ‘the boxius, nor were the gains in ‘ear‘nings sufﬁcfently larger thari fhose
from the jSA-only treatment to make a difference in the benefit-cost comparisons. Overall, the
J SA-oiily and job-search assistance plus reemployment bonus treatments had very é;'milar benefit-cost
outcomes from all pempectiveé. The results from the New Jersey demonstrati;)n suggest that a
reemployment bonus offer does not appear to improve labor-mafkét outcomes sufficiently to make
thé combination of mandatory job-search assistanée plus the bonus offér a more succeésful treatment

than mandatory JSA alone.®

The benefit-cost findings also indicated that, because the C6st of
training was high (even though a smaﬂ percentage of individuals received traii)ing), adding the
training or relocation assistance offer to the basic JSA services raised costs to the go&ernment without
generating sufficient UT savings or taxes to offset these costs. However, these ﬁﬁdings should not
be viewed as indicating that training should not be offered. Training, although expensive to the

government, may be the only option to improve the earnings of individuals without marketable skills,

for whom the treatments offered in New Jersey had little impact.

8Findings from other demonstrations of reemployment bonuses that did not include-mandatory
job-search assistance suggest that a reemployment bonus can yield net benefits to society, but that.
from the standpoint of the UI system, the reductions in UI benefits generated by the bonus offer arc
largely offset by the cost of the bonus itself (sce Corson et al. 1992). '
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