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EXECUTIVE SUMMARY

In June 2008, the U.S. Department of Labor (DOL) awarded Growing America Through
Entrepreneurship (GATE Il) grants to four states: Alabama, Minnesota, North Carolina, and
Virginia. Alabama and North Carolina used the grants to provide self-employment training to
dislocated workers in rural areas, while Minnesota and Virginia targeted older dislocated
workers. In awarding these demonstration grants, DOL sought to assess the effectiveness of
self-employment training for improving the labor market outcomes of rural and older
dislocated workers.

This report presents the results of the evaluation of the GATE Il program as implemented in the
four grantee states. The objective of the evaluation is to address two key research questions:

« Was GATE Il effective in improving the labor market outcomes of older dislocated
workers and of rural dislocated workers?

» Is providing self-employment training to older dislocated workers and rural dislocated
workers interested in self-employment a viable policy tool for promoting their
reemployment?

To address these questions, DOL asked the four grantee states to use random assignment to
determine which program applicants would receive GATE Il services (treatment group) and
which would not receive these services (control group). Random assignment of applicants
enables researchers to rigorously estimate program impacts by comparing post-program
outcomes of treatment group members against control group members.

IMPAQ International LLC (IMPAQ) was selected to design and implement an evaluation of the
GATE Il grant program. The evaluation design included two components:

« An implementation study to examine program design and implementation of GATE Il in
each grantee state

= A random assignment impact study to examine the impact of GATE Il on participants’
labor-market outcomes (e.g., self-employment, overall employment, self-employment
earnings, and total earnings).

The implementation study covering all four grantee states was completed in 2011 (Davis et al.,
2011). In this report, we present the results of the random assignment impact study. While all
four states were requested to implement a random assignment design, only two states were
successful: North Carolina and Virginia. Alabama was unsuccessful in its effort to implement a
random assignment design; Minnesota chose to implement a different design that did not
incorporate random assignment. As a result, the impact evaluation study results presented in
this report focus only on the North Carolina and Virginia GATE |l demonstrations.
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GATE Il Implementation

Although the specific details of program implementation varied between North Carolina and
Virginia (the two states that implemented random assignment), the general strategy was
similar. Each of these GATE Il grantees implemented the following key steps:

Community Outreach and Recruitment — This step involved attracting eligible and
interested participants.

Registration — This was the first step that a dislocated worker could take to indicate
interest in GATE Il services. Registration methods varied across grantees; options
included registering at a participating One-Stop Career Center (now known as American
Job Centers), through the GATE Web site, by mailing a postcard, or by calling a toll-free
number.

Eligibility Verification — At this step, the grantee would assess an individual’s eligibility
for participation in the program using data obtained at registration.

Orientation — Registered individuals interested in services were required to participate
in a GATE Il orientation. The orientation provided attendees with a balanced picture of
both the positive and negative aspects of self-employment, described GATE services,
and explained the GATE Il application process.

Application — Individuals interested in applying for GATE Il services following the
orientation could apply to the program. The application collected information to
confirm eligibility, to provide the assessment counselor with information about the
participant’s needs, and to provide information for the evaluation.

Random Assignment to Treatment and Control Groups — To support the evaluation of
the impacts of the GATE Il programs, DOL asked grantees to use random assignment.
This would determine which applicants would receive program services (treatment
group) and which applicants would not receive program services (control group).

These two GATE Il grantees also offered similar basic services to all individuals assigned to the
GATE Il treatment group. These services included:

Business Readiness Assessment — The purpose of this business readiness assessment
was to recommend the services and providers that best met the participant’s needs. On
the basis of this review, the counselor would recommend the appropriate set of services
to the participant and refer him or her to a training or business counseling provider.

One-on-One Business Counseling — Individual business counseling covered topics such
as refinement of the business idea, business plan writing and development, marketing,
budget and cash flow projections, and availability of financing.

Classroom Training — At minimum, service providers were required to offer basic
courses that focus on developing a business plan. Other basic courses covered topics
such as market research, marketing, pricing, financing, cash flow, and legal issues. More
advanced courses covered topics such as growth strategies, business planning, and
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customer relations. In addition to training courses, some providers offered seminars on
specific business types (e.g., child-care businesses), e-commerce, or accounting software
packages.

GATE Il Impacts

The objective of the GATE Il impact study was to examine the effectiveness of self-employment
training in helping rural and older dislocated workers to improve their self-employment and
overall labor market outcomes. Because random assignment was implemented successfully in
only two states — North Carolina and Virginia — the impact study was limited to those two
states. Since North Carolina and Virginia catered to different target populations, and thus
customized their programs accordingly, we conducted separate impact analyses for each state.

To estimate the impacts of the North Carolina and Virginia GATE Il programs, we relied on three
primary sources of data:

Participant tracking system (PTS) — Each state used a PTS to gather information on
applicants’ characteristics at the time of their application and to track the progress of
treatment group members through the program.

Follow-up survey — A follow-up telephone survey was conducted in both states to
gather information on the labor market outcomes of treatment and control group
members in the period following program entry. The survey was conducted at about 32
months after program entry in North Carolina and at about 24 months after program
entry in Virginia. In North Carolina, 825 of 1,175 applicants completed a survey, for a
response rate of 70 percent. In Virginia, 336 of 436 applicants completed a survey, for a
response rate of 77 percent.

State administrative data — In addition to the survey data, IMPAQ collected state
Unemployment Insurance (Ul) administrative data and wage records, which provide
information on an applicant’s Ul receipt and quarterly earnings, respectively, in the
period after program entry.

Using these data, we estimated the impact of each GATE Il program on the following key labor
market outcomes:

Starting a new business — whether the applicant started a new business after entering
the program and by the time of the follow-up survey

Self-employment — whether the applicant was self-employed at the time of the survey

Employed in a wage/salary job — whether the applicant was employed in a wage/salary
job at the time of the survey

Self-employment earnings — total self-reported self-employment earnings at the time of
the survey
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«  Wage/salary earnings — total self-reported wage/salary earnings at the time of the
survey

» Total earnings — the sum of self-employment earnings and wage/salary earnings at the
time of the survey

« Weeks of Ul received — the total number of weeks that the applicant collected Ul
benefits during the 12 months following entry in the program

«  Amount of Ul benefits received — the total amount of all Ul benefits received during the
12 months following entry in the program

= Quarterly earnings — Ul-covered earnings in state administrative data for each of the six
calendar quarters after entering the program

Program impacts were estimated using multivariate regression models that estimate
treatment-control differences in each outcome, controlling for applicant characteristics, prior
Ul receipt, and prior earnings. The impact estimates for North Carolina showed that the state’s
GATE Il program:

» Increased the likelihood of starting a business in the 32-month period after program
entry by 9.5 percentage points (a 35-percent increase over the control group mean)

» Increased the likelihood of self-employment at 32 months after program entry by 7.4
percentage points (a 27-percent increase over the control group mean)

These results show that the North Carolina GATE Il program was effective in helping
participants to start their own business following program entry and be self-employed nearly
three years after program entry. The North Carolina impact study did not yield any statistically
significant impacts on salary employment, overall employment, earnings, or Ul receipt.

On the other hand, the impact analyses of the Virginia GATE |l program yielded different
results. Specifically, the Virginia GATE Il program:

= Increased the likelihood of starting a business in the 24-month period after program
entry by 11.0 percentage points (a 29-percent increase over the control group mean)

Thus, the Virginia results show that self-employment training was effective in assisting older
dislocated workers to start their own business after program entry. The Virginia impact study
did not yield any statistically significant impacts on self-employment, salary employment,
overall employment, earnings, or Ul receipt.

Additional subgroup analyses were conducted using the North Carolina data to assess whether
the program had differential impacts by age and other key characteristics. The results show
that the North Carolina program was effective in assisting younger workers (less than 45 years
old) to start a new business in the 32-month period after program entry and to be self-
employed 32 months after program entry. The results also show no statistically significant
impacts on older workers (45+ years old). Finally, the results show that participants with no
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prior self-employment experience were more likely than other participants to benefit from
program participation.

Conclusions

The impact study of GATE Il in North Carolina showed that the program was effective in
assisting rural dislocated workers to start their own business following program entry and be
self-employed nearly three years after program entry. On the other hand, the impact study of
the Virginia GATE Il program, which was designed to help older dislocated workers, showed
that, while the program was effective in helping participants to start their own business after
program entry, there were no statistically significant impacts on self-employment or on overall
employment.

Additional analyses showed that the North Carolina GATE Il program was more effective for
younger workers (those less than 45 years old) and for workers with no prior self-employment
experience. These results provide insights on why the North Carolina program was found to be
more effective than the Virginiga program. North Carolina served rural dislocated workers,
many of whom were less than 45 years old and had limited self-employment experience. On
the other hand, Virginia served older, more experienced dislocated workers who did not benefit
as much from receiving program services.

Based on these results, self-employment training is an effective policy tool for assisting younger
dislocated workers, particularly those with limited self-employment experience. The evidence,
however, does not yield a similarly positive conclusion for older dislocated workers. In
conclusion, based on the results of this study — and combined with the results of previous
studies on the efficacy of self-employment training — the DOL should continue to support
programs that provide self-employment training, with emphasis on serving younger dislocated
workers with limited self-employment experience.
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1. INTRODUCTION

In the mid-2000s, the U.S. Department of Labor (DOL) implemented Project GATE (Growing
America Through Entrepreneurship), a demonstration program designed to provide self-
employment training to individuals interested in pursuing self-employment. The impact study
of Project GATE, published by DOL in 2009 (Benus et al., 2009) showed that the program was
effective in assisting unemployed workers interested in self-employment to start their own
business, become self-employed, and avoid unemployment for long periods. Following the
success of Project GATE, DOL decided to award grants — known as the GATE Il grants — to four
states for implementing programs modeled after Project GATE. The main difference between
Project GATE and the GATE Il grant program was that the former served nearly everyone who
expressed an interest in self-employment, while GATE Il targeted (a) older dislocated workers
and (b) dislocated workers residing in rural areas. DOL focused on these populations to
investigate whether self-employment training offers an opportunity to stimulate the
reemployment of these two target populations by helping them start their own businesses.

In June 2008, DOL awarded GATE Il grants to four states: Alabama, Minnesota, North Carolina,
and Virginia. Alabama and North Carolina used the grants to provide self-employment training
to dislocated workers in rural areas, while Minnesota and Virginia targeted older dislocated
workers. A detailed discussion of the implementation of GATE Il grants in each of the four
states is available in an earlier report submitted to DOL, entitled Evaluation of the Growing
America Through Entrepreneurship (GATE) Il Grants: Implementation Study (Davis et al., 2011).

To rigorously assess the effectiveness of the GATE Il programs in improving the labor market
outcomes of rural and older dislocated workers, DOL asked the four grantee states to use a
random assignment design in which randomly selected program applicants would either receive
services (treatment group) or not receive services (control group). This design would enable the
estimation of program impacts by comparing the post-program labor market outcomes of
treatment-group and control-group members. North Carolina and Virginia complied with DOL’s
request. However, Alabama was not successful in implementing random assignment, while
Minnesota chose not to implement random assignment. As a result, only North Carolina and
Virginia are included in the impact study of the GATE Il grants.

This report presents the evaluation results of the GATE Il grant program as implemented in
North Carolina and Virginia. The objective of the evaluation was to address two key research
questions:

= Was GATE |l effective in improving the labor market outcomes of older dislocated
workers and rural dislocated workers?

= Is providing self-employment training to older dislocated workers and rural dislocated
workers a viable policy tool for promoting reemployment?
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To address these questions, the evaluation included two components: 1) an implementation
study to examine program design and implementation in each state; and 2) an impact study to
examine the impact of GATE Il on participant labor market outcomes (e.g., self-employment,
overall employment, self-employment earnings, and total earnings).

In the remainder of this report, we present the findings of this evaluation. Chapter 2 provides a
discussion of previous self-employment programs implemented in the U.S. and evidence on
their effectiveness. Chapter 3 describes the GATE Il program model. Chapter 4 provides a
discussion of the design and implementation of the GATE Il program in the four grantee states.
Chapter 5 presents the impact results from an experimental design evaluation of the GATE Il
programs in North Carolina and Virginia. Finally, Chapter 6 summarizes the study findings and
policy implications.
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2. BACKGROUND

2.1 Self-Employment Training Programs

In the late 1970s and early 1980s, several European countries established programs to assist
unemployed workers in becoming self-employed. Most of these programs provided either
income support or seed capital, together with some training or technical assistance. For
example, the Chomeur Createurs (Unemployed Entrepreneurs) program in France,
implemented nationally in 1980, allowed persons to collect unemployment benefits in a lump
sum to finance businesses. Another such program, the Enterprise Allowance Scheme, was
implemented nationally in Britain in 1983. This program provided technical assistance and an
allowance roughly equal to unemployment benefits for up to one year (Robinson, 1993).

In the United States, the past two decades have seen a rapid increase in programs designed to
assist people in starting and operating their own businesses. In 1993, Congress passed the
North America Free Trade Agreement (NAFTA) Implementation Act, which authorized states to
establish self-employment assistance (SEA) programs for a temporary five-year period. SEA
programs were established to provide free self-employment training to Ul recipients who are
likely to exhaust their Ul entitlement. To encourage participation in these programs, recipients
who chose to receive this training remained eligible to receive their Ul entitlement and were
exempt from work search requirements. Following recommendations from a Congressional
report prepared by DOL (Vroman 1997), Congress passed new legislation permanently
authorizing SEA programs in 1998. While the SEA legislation authorized all states to do so, a
majority of states did not implement the program. Only 11 states passed enabling SEA
legislation; eight of them actually implemented SEA programs: California, Delaware, Maine,
Maryland, New Jersey, New York, Oregon, and Pennsylvania. Thus, although all states are
eligible to implement SEA, to date most states have chosen not to do so.

In addition to the SEA programs, the number of programs offering training, technical assistance,
or loan assistance increased from only a handful in 1982 to nearly 700 in 2002 (Walker and
Blair, 2002). Frequently administered by community action groups, community development
corporations, or women’s economic development centers, the programs mainly target low-
income populations, the unemployed, welfare recipients, refugees, other disadvantaged
groups, and women. Funding for these programs comes from Federal, state, or local
governments, as well as private foundations.

Organizations partially funded by the Small Business Administration (SBA), such as the Small
Business Development Centers (SBDCs) and Business Information Centers, also provide
assistance to people interested in starting or expanding businesses. SBDCs, often associated
with a college or university, offer one-on-one technical assistance and training in business
development. The Service Corps of Retired Executives (SCORE), a partner of the SBA, is
comprised of former businessmen and women and provides free, one-on-one counseling to
those interested in starting businesses. Business Information Centers provide resources for
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small business startup and development, including computer hardware and software; a library
of magazines, books, and videos; and on-site counseling through SCORE. Moreover, the SBA has
developed loan programs for small businesses. The most relevant of these for small startup
businesses is the SBA Microloan program. Under this program, loans of up to $35,000 are made
by nonprofit community-based organizations.

2.2 Prior Research on Self-Employment Training Programs

Despite the growing interest in self-employment training programs in the past two decades,
relatively few studies have provided reliable evidence of their effectiveness. Notably, existing
research has been funded, entirely or partially, by DOL.

In the early 1990s, DOL funded the Washington Self-Employment and Enterprise Development
program and the Massachusetts Enterprise Project, two demonstration programs that provided
self-employment training and monetary assistance to Ul recipients interested in pursuing self-
employment. To examine the effectiveness of these programs, the demonstrations were
designed as experiments in which a random sample of applicants was selected for program
participation (treatment group) and the remaining applicants were denied services (control
group). Those in the treatment group were required to attend workshops on issues related to
starting a business and were offered monetary assistance during program participation. One
key difference between the two programs is the way they provided the monetary assistance.
Washington followed the French model of providing the remaining Ul benefits in one lump-sum
payment once certain program milestones were reached, while Massachusetts followed the
British model of providing regular Ul benefits during program participation.

The impact evaluation of Washington and Massachusetts self-employment demonstrations,
collectively known as the Ul Self-Employment Demonstration (Benus et al., 1995), showed that
program participants experienced significant gains in self-employment, overall employment,
and earnings. Based on these results, the study concluded that self-employment programs are
an effective reemployment policy tool and should be incorporated into the U.S. workforce
development system.

A subsequent non-experimental evaluation of the effectiveness of the SEA program in Maine,
New Jersey, and New York funded by DOL (Kosanovich et al., 2001) compared the outcomes of
SEA participants with those of persons eligible for SEA but who decided not to participate. The
evaluation found that after program enrollment, SEA participants were much more likely to be
self-employed or employed in either their own businesses or in regular wage and salary jobs;
they also were more satisfied with their work than were people who were eligible for SEA but
declined to enroll. Although these findings provide some evidence that SEA program are
effective, they cannot be interpreted as reliable impact estimates since program participants
were compared to individuals who chose not to participate.

In 2002, DOL partnered with the SBA to support Project GATE, an experimental design
demonstration program that provided individuals interested in self-employment with an array
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of self-employment services. Project GATE was designed as an experiment to investigate the
impact of self-employment training on participant labor market outcomes. The demonstration
was implemented from 2003 through 2005 in Pennsylvania, Minnesota, and Maine, with 21
American Job Centers (AJCs) serving as gateways to the program. Individuals 18 years of age or
older who were interested in starting or expanding a small business and legally able to work in
the U.S. were eligible to apply for participation in Project GATE.

The program attracted 4,198 applicants who were randomly assigned to the treatment group or
the control group. Those in the treatment group were offered various self-employment training
services, designed to help participants gain a better understanding of the process of starting
and operating a new business. Services included: 1) an individual session with a business
counselor to assess participant business needs, 2) one-on-one technical assistance to help
participants develop a business plan and obtain financing, and 3) classroom training about staff
hiring and other operational issues, business growth strategies, business planning, and
customer relations.

The final evaluation report of Project GATE (Benus et al., 2009) showed that the program was
effective in promoting the self-employment outcomes of participants who were unemployed at
the time of random assignment, but had limited impact for participants who were not
unemployed at the time of random assignment. In particular, the program was effective in
assisting unemployed participants in starting a new business and becoming self-employed
within six months of entering the program. Importantly, the program was also effective in
helping unemployed participants remain self-employed for up to five years after entering the
program.

Additional analyses of Project GATE presented by Michaelides and Benus (2012) showed that
the program’s impacts were mainly driven by the program’s effectiveness in helping
unemployed participants start their businesses much earlier than they would have in the
absence of the program. Based on these findings, the study confirmed that GATE self-
employment training services are effective in helping unemployed workers who are interested
in self-employment to start and sustain their own business.

The studies cited above provide promising evidence about the effectiveness of self-
employment training programs in assisting unemployed workers and Ul recipients who are
interested in self-employment. However, there is no evidence regarding whether such
programs are effective for older and rural dislocated workers, two populations of particular
interest to DOL for a number of reasons. Both older and rural workers are more likely than
average to be interested in becoming self-employed. In 2008, 9.8 percent of the U.S. workforce
was self-employed, compared with 13.8 percent of workers ages 45 years or above and 11.1
percent of workers residing in rural areas.! These figures show that older and rural workers
tend to be more likely than younger workers and workers residing in urban areas, respectively,
to turn to self-employment as a way to become employed. At the same time, many older and

! Source: Tabulations of the 2008 American Community Survey data.
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rural dislocated workers may be interested in pursuing self-employment as a way to get
reemployed; they are reluctant to do so since they do not have the necessary support to learn
about starting and operating a new business. It is, therefore, expected that providing self-
employment training to these workers may ease their path toward self-employment. The
objective of the GATE Il grants was to examine whether providing self-employment training to
older and rural dislocated workers is a viable policy to help them get reemployed by starting
their own business and becoming self-employed.
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3. GATE Il PROGRAM MODEL

Based on the results obtained from the evaluation of Project GATE (Benus et al., 2009), DOL
sought to assess the efficacy of offering self-employment training to rural dislocated workers
and to older dislocated workers, two groups that typically face significant obstacles in becoming
reemployed. In 2008, DOL awarded four GATE Il grants to Alabama, North Carolina, Minnesota,
and Virginia. The objective of these grants was to implement self-employment training
programs modeled after Project GATE and to assess the impact of these services on older and
rural dislocated workers.

Minnesota and Virginia received GATE Il grants to provide self-employment training to older
dislocated workers (i.e., dislocated workers who were at least 45 years old) who were eligible
for Workforce Investment Act (WIA) services. North Carolina and Alabama received GATE Il
grants to provide self-employment training to WIA-eligible dislocated workers in rural areas.

The GATE Il program model involves several steps, including community outreach and
recruitment, registration, eligibility verification, orientation, application, and treatment/control
group assignment of eligible applicants. Treatment-group program participants receive GATE Il
services, such as business readiness assessment, one-on-one business counseling,
entrepreneurial training, and microloan assistance. Applicants assigned to the control group
were not offered GATE Il services but were free to access and utilize existing microenterprise
programes, trainings, and resources.

Below, we provide a more detailed description of the GATE Il service delivery strategy and
describe the types of GATE Il services offered to those assigned to the treatment group.

3.1 Service Delivery Strategy

As shown in Exhibit 1, the following key components were common to each of the grantees
implementing the GATE Il random assignment program:

«  Community Outreach and Recruitment. Each state conducted outreach activities to
attract eligible and interested participants (e.g., printed outreach materials, Website
creation, and participation in outreach events).

= Registration. Dislocated workers interested in receiving GATE |l services were required
to register for the program at a participating American Job Center (AJC) through the
GATE Website, by mailing a postcard to the relevant workforce agency, or by calling a
toll-free number.

= Eligibility Verification. This step involved assessing an individual’s minimum eligibility
for participation in the program using data gathered during the registration process.

= Orientation. Registered individuals interested in services were required to participate
in a GATE Il orientation. The orientation provided attendees with a balanced picture of
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both the positive and negative aspects of self-employment, described GATE Il services,
and explained the GATE Il application process.

« Application. All those interested in applying for GATE Il services following the
orientation were provided an opportunity to do so. The application form collected
information to further check eligibility for participation, to provide the assessment
counselor with information about the participant’s needs, and to provide information
needed for the evaluation.

= Random Assignment to Treatment and Control Groups. To estimate program impacts
and determine which applicants would receive program services (treatment group) and
which applicants would not receive program services (control group), DOL asked
grantees to use random assignment procedures.

Exhibit 1: GATE Il Program Model

Outreach

Registration

Eligibility
Determination

Orientation

Application

Random
Assignment

Treatment Control

Standard, non-

Assessment GATE services

GATE
Services
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3.2 Program Services

Each GATE Il grantee was required to offer, at minimum, 1) business readiness assessment, 2)
one-on-one business counseling, and 3) classroom training to those participants assigned to the
GATE Il treatment group.

Business Readiness Assessment. To best meet the participant’s needs, the counselor
would recommend an appropriate set of services to the participant. The counselor then
referred the participant to a training or business counseling provider for receipt of these
services.

One-on-One Business Counseling. Individual business counseling is an important and
effective strategy for assisting entrepreneurs with their business needs and was an
important component of the GATE Il program. Topics covered in counseling sessions
included refinement of the business idea, business plan writing and development,
marketing, budget and cash flow projections, and availability of financing. For those in
need of financing for their businesses, the counselors provided assistance in applying for
loans from the SBA or other sources.

Classroom Training. At minimum, service providers were required to offer basic courses
that focused on developing a business plan. Other basic level courses included topics
such as market research, marketing, pricing, financing, cash flow, and legal issues. More
advanced courses covered topics such as growth strategies, business planning, and
customer relations. In addition to training courses, some providers offered seminars on
specific business types (e.g., child-care businesses), e-commerce, or training in how to
use accounting software programs.

DOL provided GATE Il grantees flexibility in implementing the GATE Il program model, and this
influenced the types of services provided to participants. Thus, while all GATE Il grant
participants were required to receive a business assessment, some participants may have
received one-on-one business counseling only or some classroom training only, while other
participants received both services. Further discussion of the specific services provided to GATE
Il participants is provided in the following chapter, which presents an overview of how grantees
implemented the GATE Il program.
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4. IMPLEMENTATION OF GATE Il GRANTS

While each of the GATE Il grantee states were required to implement the key components of
the GATE Il Program model, they were given flexibility regarding the specific features of their
programs. As a result, there were many similarities across grantees, but also some important
differences. For example, Alabama and North Carolina used the grants to provide self-
employment training to dislocated workers in rural areas, while Minnesota and Virginia
targeted older dislocated workers. In addition, Alabama, Minnesota, and North Carolina
designed and implemented statewide programs to serve dislocated workers, while Virginia
provided services only in Northern Virginia and in Central Virginia.

Factors driving each state’s decision to apply for a GATE Il grant varied. Rising unemployment
rates, plant closings, and/or shrinking state budgets resulting from the nationwide economic
recession were the impetus for Alabama, Minnesota, and North Carolina to apply for the grant.
Virginia, on the other hand, applied for a grant to implement GATE Il in Northern Virginia
before a major downturn in the state’s economy. Northern Virginia was somewhat sheltered
from large economic swings. But when the state applied for an extension of its GATE Il grant for
the Richmond area, the effects of the recession also had begun to hit Northern Virginia.

All states secured job-search waivers for participants and “hold-harmless” provisions for
dislocated worker service providers, including AJCs in their states. Job-search waivers ensured
that participants would not be penalized for not engaging in active job search while in GATE II.
Similarly, hold-harmless provisions helped ensure that service providers, particularly AlCs, were
not penalized for helping clients receiving Ul benefits engage in GATE Il services rather than
participate in active job search activities (as required when receiving Ul benefits).

An overview of some key similarities and differences in implementing the GATE Il grants in
Alabama, Minnesota, North Carolina, and the two sites in Virginia (Northern Virginia and
Richmond) is presented in Exhibit 2. As indicated in the exhibit:

« Some states implemented a statewide program, while others implemented the program
in specific parts of the state

= Some grantees began their program implementation January 2009 and others in July
2010 (the Richmond GATE site)

» Targeted populations varied across the states, with some states targeting rural,
dislocated workers, while other targeted older workers

« Grantees utilized a variety of partners to deliver program services, including economic
development organizations, training providers, other government agencies/programs,
and the workforce development system.
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Alabama

Exhibit 2: Overview of GATE Il Program

Minnesota

North Carolina

Virginia

Northern Virginia

Richmond

Program Name(s)
Assigned by Grantee for
Branding / Marketing

Project LEARN (Launching

Entrepreneurs Across Rural
Networks)

Project GATE Il or
Minnesota GATE Il

NC GATE or Project GATE

NOVAGATE (Northern
Virginia GATE)

Richmond GATE

Statewide or Regional
Program Focus / Scope

Statewide (with four
regional hubs)

Statewide

Statewide (rural counties only)*

Regional

Regional

Service Delivery Area

All Alabama counties

All Minnesota counties

All 85 rural North Carolina counties

Fairfax, Loudon, and Prince
William Counties

Richmond metropolitan
area

Target Population within
Service Delivery Area

Rural dislocated workers

Older (>=45 years of age)
dislocated workers

Rural dislocated workers**

Older (>=45 years of age)
dislocated workers in the
three designated Northern
Virginia counties

Older (>=45 years of age)
dislocated workers in the
Richmond metropolitan
area

Approximate Launch Date

April 2009 (initial plan);
December 2009 / January
2010 (redesigned plan)

January 2009

April 2009

February 2009

July 2010

Grant Administrator

Alabama Department of
Economic and Community
Affairs (ADECA)

Minnesota Department of
Employment and Economic
Development (DEED)

North Carolina Department of
Commerce (NCDOC)

Virginia Community College
System (VCCS)

Virginia Community
College System (VCCS)

Day-to-Day Program
Operator / Administrator

University of Alabama
Management Information
Systems (MIS) Program

Minnesota Department of
Employment and Economic
Development (DEED)

North Carolina Rural Economic
Development Center (NC Rural Center)

SkillSource Group, Inc (SSG)

Community College
Workforce Alliance
(cCwaA)

Key Partners / Service
Providers

Local One-Stop Career
Centers, Small Business
Development Centers
(SBDCs), Women's Business
Centers, Public libraries,
Community colleges,
SCORE, and Chambers of
Commerce

Local One-Stop Career
Centers (WorkForce
Centers), Small Business
Development Centers,
Independent organizations,
and colleges/universities

Local One-Stop Career Centers
(JobLink Career Centers), North
Carolina Community College System
(NCCCS) and the affiliated Small
Business Center Network,
Employment Security Commission,
North Carolina Rural Entrepreneurship
through Action Learning (NC REAL)
Enterprises, and public libraries

Local One-Stop Career
Centers, Business
Development Assistance
Group (BDAG), Northern
Virginia Community College
(NVCC), SCORE, and
independent consultants

Local One-Stop Career
Centers and a temporary
Employment Transition
Center (ETC), Retail
Merchants Association,
SCORE, and independent
consultants

* According to NC Rural Center staff, the State of North Carolina considers a county to be rural if its population density did not exceed 250 per square mile at the time of the 2000
U.S. Census. A total of 85 of North Carolina’s 100 counties meet this definition and are either served by an NC GATE brick-and-mortar site or by the NC GATE virtual site.

** Defined by NC GATE as: 1) dislocated workers living in one of North Carolina’s 85 rural counties or 2) dislocated workers who were laid off from a company located in a rural
county and who planned to start their business in a rural county.

***Richmond’s GATE Il program was not launched until July 2010. Thus, the initial (and only) site visit occurred in 2011 to allow additional time for Richmond GATE Il to be
implemented. However, approximately the same amount of time had elapsed between Richmond’s startup date and initial site visit as had elapsed between startup and initial site
visit for all the other sites.

**** For several reasons (e.g., Minnesota’s GATE Il program was not using random assignment, grantee had not yet provided some requested data), IMPAQ and DOL decided not to
have a site visit team return for a follow-up site visit to Minnesota in 2011.
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In the remainder of this chapter, we first present an overview of the research design associated
with the Implementation Study, including the key research questions, data sources, and
analysis approach. We then provide only a brief overview of program implementation in
Alabama and Minnesota since these states are not included in the impact evaluation. Following
a description of the implementation in Alabama and Minnesota, we provide a more detailed
description of the GATE Il program implementation in North Carolina and Virginia. These two
states successfully implemented random assignment and are included in the impact analyses
(Chapter 5).

A more comprehensive treatment of the Implementation Study findings can be found in the
GATE Il Interim Report, Evaluation of the Growing America Through Entrepreneurship (GATE) Il
Grants: Implementation Study (Davis et al., 2011). This report provided a detailed assessment of
the following for each of the four grant programs:

» Organization, management and partnerships

» Service-delivery strategies used for outreach, recruiting, orientation, and application for
program services

= Services provided to GATE Il participants.

In addition, the Interim Report synthesized findings from GATE Il participant interviews and
case file reviews, outlined lessons learned, challenges, best practices, and recommendations for
future implementation of the GATE Il program.

4.1 Implementation Study Design

Below, we describe the research questions, data sources and the analysis approach used to
conduct the implementation study.

4.1.1 Research Questions

The implementation study focused on how the GATE Il program model was implemented in
each of the study states. To assess this, we addressed the following key research questions:

» How did the grantee design and implement its GATE Il program?

« What strategies were used to reach targeted populations and to deliver program
services?

»  How were partnerships/collaborations with GATE Il service providers decided upon and
established? What were their respective roles and responsibilities in the flow of service?

= What special conditions were requested and received for GATE Il grantees, participants,
and partners?

«  What implementation challenges, successes, and lessons were learned that could
inform future iterations of the GATE program model or similar programs?
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4.1.2 Data Sources

To assess the implementation of the GATE Il program model, IMPAQ conducted a series of two-
three-day site visits to each of the five study sites. (There were two sites in Virginia: Northern
Virginia and Richmond.) Initial visits were made to all five sites, with follow-up visits made to
three of the five sites (Northern Virginia, North Carolina, and Alabama). Minnesota was visited
only once, at the state’s request. Since Richmond’s program was not launched until July 2010,
no site visit was made until 2011 (the time of the scheduled follow-up visits to other sites),
which allowed the same amount of start-up time as had elapsed between startup and initial site
visit for the other sites.

Site visits had three overall goals:

« To meet with stakeholders to gather information about the GATE Il design process and
program implementation

« To observe local implementation and key activities of the GATE Il program

» To meet with selected participants from each GATE Il program to learn about their
experiences with the program.

During the site visits, interviewers utilized semi-structured interview protocols and observation
guides developed by the IMPAQ team. IMPAQ staff conducted interviews with representatives
of the grantee organization, the local AJC, and GATE Il training providers. During this process,
we met with staff responsible for grant administration, outreach, orientation,
assessment/counseling/career management, and training. Probes and clarifying questions were
added as needed, and each guide was tailored to the interviewees’ role in the GATE Il design
and implementation phases. When the interviewee held multiple roles, the interviewers drew
relevant questions from the guides corresponding to each of the roles. Interviews were
conducted using a combination of modes/methods (e.g., individual interviews and group
interviews, in-person and telephone interviews) to maximize efficiency and to take into account
interviewees’ proximity and availability during the visit. Interviews were also conducted with
selected GATE Il participants in each site. During the initial site visits, participants were self-
selected by the grantee.

For follow-up site visits, project staff developed and used structured protocols to interview
individuals who had not been interviewed during the initial site visit. A new list of key topics
and questions was developed for re-interviewing individuals during follow-up site visits. During
the follow-up site visit, participant interviewees were randomly selected from available data on
program participants.

During both the initial and follow-up site visits, site visitors also observed key processes
covering all facets of the GATE Il service strategy. The site visit teams observed:

= Placement of outreach materials and program facilities

» Outreach activities, including open houses/orientation sessions
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» Registration/application completion

= GATE program assessments and counseling sessions

= Training activities, including classroom training and Web-based training
» Program data collection/entry activities

« Participant case file team meetings among project staff.

As part of the implementation study process, IMPAQ also reviewed such documents as the
grantees’ initial design and implementation plans, quarterly grantee status reports, and GATE Il
materials developed and used by the grantees (e.g., brochures, flyers, application and
assessment forms, Websites).

4.1.3 Analysis Approach

IMPAQ consolidated the qualitative data gathered from GATE Il sites to summarize how the
GATE |l programs were implemented in each of the four grantee states (NC, VA, AL, MN). Staff
organized the data around the key research questions described above. As previously
mentioned, a detailed report on the results of the implementation study was produced in a
separate report to DOL (Davis et al., 2011).

4.2 Alabama GATE Il Implementation

Alabama’s GATE Il program was implemented and marketed as the Launching Entrepreneurs
Across Rural Networks (LEARN) program. The LEARN project was co-run by the University of
Alabama (UA) Management Information System (MIS) program in Tuscaloosa and the Alabama
Department of Economic and Community Affairs (ADECA) in Montgomery. The University of
Alabama-based project staff was responsible for the day-to-day operations; ADECA served as
the fiscal agency and grant coordinator.

Key characteristics or processes associated with the implementation of Project LEARN in
Alabama include the following:

» Project LEARN had a statewide focus with four regional hubs (Decatur/Huntsville in
northern Alabama, Tuscaloosa in central Alabama, Troy/Montgomery in southern
Alabama, and the Mobile/Baldwin area in the far south) to assist in targeting LEARN
program services to dislocated workers in rural areas.

« Although multiple outreach strategies were employed to varying degrees, the LEARN
team chose to rely heavily on an event-driven recruitment strategy to promote
awareness of LEARN. The LEARN team placed paid advertisements in local daily or
weekly newspapers in the “Help Wanted” sections, announcing when and at which AJCs
(or other locations) upcoming LEARN open houses would be held in the area.

« The LEARN team initially intended to utilize a “rapid response” strategy to recruit
cohorts of GATE Il participants. The original design involved the use of mobile career
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center vans to offer immediate, onsite rapid response to company cohorts of dislocated
workers identified as the result of Worker Adjustment and Retraining Notification
(WARN) Act notices. However, as companies were not complying with WARN Act
requirements to notify state officials of large upcoming layoffs, Alabama redesigned its
outreach program to include individual recruitment of dislocated workers from all sites
in Alabama experiencing large-scale layoffs, not just from those sites identified through
WARN notices.

« Orientation sessions for dislocated workers were completed either online or in-person.
All eligible individuals who registered and completed an orientation session were
allowed to complete and submit a LEARN application.

» The target results for the assignment of eligible applicants into the treatment (LEARN)
and control (non-LEARN) groups was to have half of the eligible applicants randomly
assigned to the LEARN program and the other half assigned to the control group.

» Each program participant was expected to meet with a business counselor/trainer to
complete an assessment of business readiness and skill sets. Based on these results, a
mutually agreed-upon, individually-tailored approach to building clients’ skills and
developing business plans was developed.

« Each LEARN participant was offered support from a business counselor/trainer.
University of Alabama-based LEARN staff put participants in touch with specialized
counselors from different sources/organizations in different counties (e.g., local SBDCs,
Women’s Business Centers, other individuals or organizations referred to them or
known to be legitimate).

» Most of the sites used CORE FOUR®, a business planning course aimed at educating and
motivating individuals who wished to start small businesses.? The four “cores” of the
CORE FOUR® curriculum included: 1) success planning, 2) market planning, 3) cash flow
planning, and 4) operations planning. The course was paid directly (and in full) by the
University of Alabama for LEARN participants, and CORE FOUR® provided the course to
LEARN at a much discounted rate.

Detailed information on the LEARN program participants is unavailable due to data quality
control issues experienced by the Alabama grantee.

4.3 Minnesota GATE Il Implementation

Minnesota’s GATE Il project, known as Minnesota GATE Il, was led and administered by the
Minnesota Department of Employment and Economic Development (DEED). DEED managed
and operated Minnesota’s GATE Il effort in partnership with several key organizations involved
with employment services, education, economic development, and the promotion of

? Instead of COREFOUR, one site used the Next Level Plan Business Planning and Communications Course; another
site used the FastTrac® Entrepreneurship Training Program.
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entrepreneurship, including: local WorkForce Centers (WFCs), local SBDCs, and local colleges
and universities.

Key characteristics or processes associated with the implementation of the Minnesota GATE Il
program include the following:

» Minnesota’s GATE Il program was focused statewide on dislocated workers interested in
starting or growing their own businesses. Initially, the age requirement for program
eligibility was 50 or older, but the state later received permission from DOL to
implement a lower minimum age requirement of 45. Minnesota also expanded its
eligibility requirements to include National Emergency Grant participants.

« DEED played the lead role in developing and disseminating Minnesota GATE |l marketing
materials (e.g., posters, flyers, brochures), but relied heavily on its AJCs and SBDC
partners around the state to promote Minnesota GATE Il, and refer and recruit
potentially eligible individuals into the program.

« Because Minnesota was authorized to use a non-experimental design, all individuals
who 1) had their GATE Il eligibility verified, 2) completed a pre-assessment with a
Dislocated Worker (DW) counselor and 3) attended an orientation seminar, were
automatically placed in the treatment group and given a “Golden Ticket” authorizing
them to receive the remaining GATE Il services. According to Minnesota’s WebCATS
data tracking system, 615 individuals completed the GATE Il pre-assessment.

« There was no limit to the number of follow-up counseling sessions a GATE participant
could receive, above and beyond his or her initial session. The content of counseling
sessions focused on four major areas: 1) accounting/cash flow/finance, 2) business plan,
3) managing and marketing, and 4) activities associated with launching business.

= After reviewing participants’ assessment results, training opportunities were
recommended, as appropriate. There were no mandatory training courses for GATE Il
clients, but participation in the FastTrac® Entrepreneurial Training Program course,
offered at many colleges and universities around the state, was highly encouraged. This
standardized, 10-module program for aspiring entrepreneurs was open to the public at
a cost of $395 and was provided at no cost to Minnesota GATE |l participants.

4.4 North Carolina GATE Il Implementation

Like many states, North Carolina experienced rising unemployment in the period prior to and
during the implementation of GATE Il. In particular, the average unemployment rate in the
state rose from 4.8 percent in 2006 to 6.3 percent in 2008, the year GATE Il grants were
awarded.? This increase was steeper than the increase in the national rate over the same
period: 4.6 percent in 2006 to 5.8 percent in 2008.* This resulted in significant job losses,
particularly among historically prominent industries in the state, such as manufacturing,

* Source: Local Area Unemployment Statistics, Bureau of Labor Statistics.
* Source: Current Population Survey, Bureau of Labor Statistics.
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textiles, and agriculture, which combined for a net loss of more than 5,000 jobs from the third
quarter of 2007 to the first quarter of 2008.> Moreover, in the midst of the recession, the
state’s unemployment rate rose to 10.4 percent in 2009 and to 10.8 percent in 2010, both
higher than the national rates of 9.3 percent and 9.6 percent, respectively. Rural counties were
particularly hard-hit by the recession, as industries disappeared and few alternative
employment options existed. In fact, the unemployment rate in rural North Carolina areas was
7.8 percent in 2008 and rose to 13.5 percent by 2010, both much higher than the average rates
in the state. As a result, North Carolina state and local agencies were looking for ways to help
the large number of dislocated workers find new jobs and careers, particularly in rural areas.

With a culture that values and supports small businesses, the state already had an
organizational infrastructure designed to provide microenterprise programs and services and
promote small businesses. This included the community college system and the affiliated Small
Business Center Network, the NC Rural Center, and the NC Rural Center’s Microenterprise Loan
Program. In addition, prior to the implementation of the GATE Il program, known as North
Carolina GATE II, the state had already implemented a program that promoted
entrepreneurship, NC NOW (New Opportunities for Workers). While somewhat similar to North
Carolina GATE Il (and the overall GATE Il model), NC NOW was described by program
administrators as not as well-designed as North Carolina GATE II. As a result, in the design and
implementation of North Carolina GATE Il, administrators applied lessons learned from earlier
efforts. These included strengthening partnerships and linkages with the JobLink Career Centers
(JLCCs), utilizing existing training courses for entrepreneurial development, and strengthening
existing partnerships with other state agencies and organizations.

4.4.1 Program Focus

North Carolina GATE Il focused on dislocated workers in the state’s 85 rural counties (out of a
total of 100 counties) to serve GATE Il participants through either community-based brick-and-
mortar sites or a centrally operated virtual site. An additional reason for focusing on rural areas
— besides rising unemployment — was that about 10 percent of North Carolina’s rural workforce
was self-employed in 2008, which shows that workers residing in rural areas viewed self-
employment as an attractive employment option.6 The project was led by the NCDOC in
partnership with several key organizations involved with employment services, education and
training, rural economic development, and the promotion of entrepreneurship. This includes
NCCCS and the affiliated Small Business Center (SBC) Network; North Carolina Employment
Security Commission (ESC) and local JLCCs; NC Rural Center; and NC REAL Enterprises.

4.4.2 Program Design and Participant Selection Process

The SBCs of eight community colleges, serving 13 rural counties, were the locations for North
Carolina’s physical sites providing GATE Il services. Dislocated workers from the remaining 72

® Source: Quarterly Workforce Indicators, US Census Bureau.
® Source: Tabulations of the 2008 American Community Survey data.
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rural counties were served through a virtual site operated by the North Carolina Rural Center in
Raleigh. These program participants initially accessed North Carolina GATE Il through its
Website, www.ncprojectgate.org. Once enrolled, they were served by a centralized North
Carolina GATE Il counselor at the NC Rural Center, who provided counseling and support by
phone and e-mail. In addition, these participants could receive training through online courses
and training and business counseling through the SBCs at their local community colleges.

Outreach and Recruitment Activities. North Carolina GATE Il used multiple outreach strategies
to promote the program and recruit potential North Carolina GATE |l participants. The NC Rural
Center played a leading role in developing common marketing materials for the entire state.
The GATE Il counselors at the physical sites focused on outreach within their designated
counties.

First, the NC Rural Center developed print materials, such as brochures and posters, with a
common design that could be used by North Carolina GATE Il partners. The print materials
included consistent information, messages, and contact information for potential participants,
including the Website address and a toll-free number. The brochures also included a detachable
postage-paid mail-back card. All calls to the toll-free number went to the North Carolina GATE I
virtual-site counselors at the NC Rural Center office in Raleigh, who were able to answer
guestions and help potential participants get started in becoming a North Carolina GATE Il
participant.

Second, North Carolina GATE Il relied on referrals from its workforce and business development
partners in the state’s rural counties, especially from local JLCC and ESC staff. The NC Rural
Center distributed the print materials to the JLCCs in the 72 counties served by the virtual site,
and asked the directors to promote North Carolina GATE Il among the JLCC staff. North Carolina
GATE Il counselors at the physical sites were expected to educate and build relationships with
the staff at the JLCCs in their service areas to promote referrals from the centers. In addition,
they were expected to display North Carolina GATE Il brochures and posters to ensure visibility
to visitors at the JLCCs. North Carolina GATE Il counselors also distributed brochures and
posters to other sites where potential participants might see them, such as public libraries,
which are often used by dislocated workers for computer and Internet access and proved to be
very reliable and enthusiastic outreach service providers for North Carolina GATE Il. Not only
had libraries allowed the North Carolina GATE Il brochures and posters to be displayed at the
libraries, but many also took the initiative to refer dislocated workers to North Carolina GATE Il
and disseminate North Carolina GATE Il materials to potentially eligible individuals. Once the
marketing materials were placed in public libraries, the number of inquiries about North
Carolina GATE Il increased significantly.

Third, the physical sites used print and broadcast media to a limited extent to promote North
Carolina GATE Il in their markets. All sites had news stories about North Carolina GATE Il placed
in the local newspapers, as determined by the NC Rural Center through media tracking, and at
least one site paid to run newspaper ads with success stories about North Carolina GATE Il
participants. These stories highlighted how the program could benefit would-be entrepreneurs.
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Some sites were also able to get free air-time on local commercial and public radio stations.
Overall, North Carolina GATE Il sites generally avoided spending a lot of money on print or
broadcast advertisements, given their limited resources and perceived low impact.

Lastly, NC Rural Center developed a well-designed Website for North Carolina GATE II. The
Website functioned as a central portal for all potential participants. It was promoted as part of
all other outreach strategies, including hyperlinks from partner Websites. The main North
Carolina GATE Il Website portal allowed potential participants to read information about North
Carolina GATE I, register their names and contact information, view the orientation video, and
complete the scholarship application.

Registration and Eligibility Determination. The target population for North Carolina GATE Il
was dislocated workers in rural counties. To be eligible for a North Carolina GATE Il scholarship,
dislocated workers either had to live in one of North Carolina's 85 rural counties or must have
been laid off from their last job and planned to start their business in one of these rural
counties. There were additional eligibility criteria that dislocated workers interested in North
Carolina GATE Il needed to meet (e.g., age 18 or older, eligible for the WIA program).

All potential participants first had to register at the North Carolina GATE |l Website. Dislocated
workers who lacked Internet access could visit the Website using computers at their local SBC
or JLCC. Eligibility for North Carolina GATE Il was confirmed on the Website during the
registration process, and visitors were encouraged to check with their JLCCs if unsure about
their status as a dislocated worker. In addition, the SBC Directors and North Carolina GATE Il
counselors confirmed eligibility when they discussed the program with potential participants.
The North Carolina GATE Il counselors were expected to inform the respective JLCCs when they
enrolled a North Carolina GATE Il scholar to ensure the receipt of the job search waivers. The
use of a central registry and application system through the Website streamlined the process
and facilitated consistency in procedures.

Orientation Sessions. Potential applicants were expected to go through a North Carolina GATE
Il orientation before applying for the North Carolina GATE Il “scholarship” program. The
orientations were provided in two ways: online through the North Carolina GATE Il Website or
through group sessions delivered by a North Carolina GATE Il counselor at a physical site. In
total, 1,652 individuals participated in an orientation session.

Regardless of delivery method, orientation included an informational video developed by the
NC Rural Center that featured North Carolina’s director of the SBC Network and the NCDOC
assistant commissioner for small business. The video, entitled “The Entrepreneur Next Door,”
explained entrepreneurship, described North Carolina GATE Il, and provided information that
illustrated the risks and difficulties of pursuing self-employment. The video also described the
North Carolina GATE Il eligibility criteria, the North Carolina GATE Il scholarship application
process, and the fact that not all applicants would become North Carolina GATE Il scholars due
to limited resources. Potential applicants were encouraged to view the orientation through the
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North Carolina GATE Il Website. Before doing the orientation, they were asked to register by
providing full contact information.

After registering, they could view the orientation video on the computer. They were also given
the option to sign up for an in-person group orientation session if they were in an area served
by a physical site. Group orientation sessions were conducted by the North Carolina GATE Il
counselors at physical sites, usually weekly or semi-weekly, at a designated location, such as the
local SBC or JLCC. When necessary (e.g., when someone could not attend a scheduled group
session), orientations were provided to individuals at a location determined by the individual
and the North Carolina GATE Il counselor. Attendees at group orientation sessions were asked
to provide full contact information in lieu of the registration required by the online orientation
to the North Carolina GATE Il Website.

Application Process. Potential participants then filled out and submitted the North Carolina
GATE Il scholarship application on the program’s Website. As shown in Exhibit 3, 1,175 eligible
dislocated workers applied for GATE Il services, representing 71 percent of the 1,652 individuals
participating in an orientation. The submitted applications were added to the central applicant
database for North Carolina maintained by the NC Rural Center and shared with IMPAQ.

Exhibit 3: Number of GATE Il Applicants in North Carolina

State Number Attending Number of
Orientation Applicants

North Carolina 1,652 1,175 (71%)
Source: Participant Tracking System

Assignment to Treatment and Control Groups. After the online applications were received and
added to the central database, IMPAQ randomly assigned applicants to either the treatment or
control group. As shown in Exhibit 4, consistent with North Carolina’s targets for program
participation, 75 percent (881) of those randomly assigned went to the treatment group, while
25 percent (294) were assigned to the control group. Applicants assigned to the treatment
group were considered to be North Carolina GATE Il scholarship recipients, thus becoming
eligible to receive all North Carolina GATE Il program services. Applicants were notified of their
North Carolina GATE Il scholarship status via letters from IMPAQ. The North Carolina GATE Il
scholarship recipients were referred to the GATE Il counselor at either the nearby brick-and-
mortar site or the virtual site, depending on the participant’s county of residence.

Exhibit 4: Random Assignment of GATE Il Eligible Applicants in North Carolina

Treatment Control

Group Group
North Carolina 1,175 (100%) 881 (75%) 294 (25%)

Source: Participant Tracking System
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Applicants assigned to the control group were considered “non-North Carolina GATE I
participants.” They could contact their local SBC director and receive some small business
counseling, some free courses, and some courses that require tuition — the “standard
treatment” for budding entrepreneurs in North Carolina. The business counseling relationship
for this standard treatment was limited by not only the case load and availability of the SBC
director, but also by the would-be entrepreneur’s degree of self-motivation and self-guidance.

4.4.3 Program Services Offered and Provided

Initial Business Readiness Assessment. North Carolina GATE Il participants received a set of
services designed to provide more intensive support for overcoming obstacles and becoming
successful entrepreneurs. However, before any services were rendered, each North Carolina
GATE |l participant underwent a one-on-one assessment by his or her North Carolina GATE Il
counselor, who evaluated his or her business and financial needs.

The first part of the one-on-one assessment evaluated how well suited the participant was for
self-employment and entrepreneurship. The counselors used an online entrepreneurship
assessment tool developed by NC REAL Enterprises (and available to the general public) called
“Am | Ready to Start My Own Business?” to help determine clients’ needs, entrepreneurial
readiness, and business readiness. Each participant completed the brief online assessment,
then discussed the results with his or her counselor, who used it as a starting point to discuss
the commitment and risk involved in starting a small business. The second part included a
financial assessment of the person’s credit ratings, assets, and liabilities. The results of this
assessment helped determine financial readiness to take on the risks of starting a small
business, and then to develop a financial plan. The counselors also used the one-on-one
assessment as an opportunity to discuss and explore the participant’s business idea(s). Based
on the results of the assessment, the participant and the counselor developed an agreed-upon,
individually-tailored approach to building the scholars’ business skills and developing their
business plans. If they reached consensus on this approach, then the North Carolina GATE Il
participant was formally enrolled in the program. As shown in Exhibit 5, almost all (99%) eligible
applicants randomly assigned to the treatment group received an assessment.

Exhibit 5: Number of GATE Il Assessments in North Carolina

Treatment Number of
State
Group Assessments

North Carolina 881 870 (99%)

Source: Participant Tracking System

One-on-One Business Counseling and Technical Assistance. Based on their needs as
determined by the initial assessment, North Carolina GATE |l participants received one-on-one
business consulting and coaching from their assigned North Carolina GATE Il counselor. The
counselors worked with participants to identify and access training courses, develop a business
idea and plan, provide referrals to resources, and help them navigate state and local
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bureaucracies and business requirements. North Carolina GATE Il participants assigned to the
virtual site received essentially the same counseling services as participants with a counselor
located at one of the physical sites, just without the face-to-face relationship with a counselor.
Instead, they interacted with their counselors primarily by phone and email. They could also
receive face-to-face business counseling from their local SBC directors, but not at the same
level as with the North Carolina GATE Il counselors. The exact nature of the counseling
relationships was tailored to the needs, strengths, and motivation levels of the GATE I
participants.

Entrepreneurship Training and Microenterprise Services/Resources. North Carolina GATE Il
participants were allowed to take up to four courses offered by their local community colleges
that were related to their business. The courses were selected in consultation with the assigned
North Carolina GATE Il consultant. Each participant was highly encouraged (but not required) to
take the NC REAL Entrepreneurship Course (classroom-based) or the eREAL course (an online
entrepreneur-training course developed specifically for North Carolina GATE Il and taught by a
North Carolina GATE Il counselor), unless a special exception was provided. Each NC REAL or e-
REAL course was taught over 8—14 weeks, and the modules were designed to provide hands-on
experience in developing a feasible business plan. North Carolina GATE Il scholars were also
encouraged to attend a three-hour seminar offered at the community colleges, entitled “From
Losing My Job to Owning my Job.” Each North Carolina GATE Il participant was authorized to
receive up to $420 in training funds and vouchers. Requests for training funds above $420 were
reviewed and approved on a case-by-case basis by a committee comprised of selected NC Rural
Center and NC REAL staff and representatives from the North Carolina community college
system. If necessary, scholars were allowed to take special courses outside the community
college system if that best fit the needs of the scholar and was approved by the North Carolina
GATE Il counselor. The cost of tuition, materials, and fees for all approved courses were covered
by the program.

Exhibit 6 summarizes the receipt of services among GATE Il participants. As shown in the
Exhibit, 74 percent of GATE Il treatment group members responding to the GATE Il follow-up
survey in North Carolina received at least one type of self-employment service through the
GATE Il program, and 34 percent received three or more services. In comparison, among survey
respondents in the control group, only 58 percent received at least one self-employment
service outside the GATE program. In general, the treatment group received more self-
employment services than the control group in North Carolina.’

7 In Section 5.1 we describe how services received by the control group affect the impact study.
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Exhibit 6: Number of Services Received, North Carolina Participants

Treatment Control
Group Group
No services received 164 (26%) 83 (42%)
One service received 111 (18%) 37 (19%)
Two services received 138 (22%) 43 (22%)
Three or more services received 216 (34%) 33 (17%)
Total 629 (100%) 196 (100%)

Source: GATE Il Survey

Note: Includes only participants who completed the survey.

Exhibit 7: Types of GATE Il Services Received, North Carolina GATE Il Participants

Exhibit 7 shows the different types of services provided by GATE Il to the treatment group.
Among GATE Il participants receiving more than one service and responding to the GATE Il
follow-up survey, classroom training and counseling accounted for the majority (46%) of
services received. For those receiving only one service, classroom training was the most
common type (59%) of service provided.

More than One Only One
Service Type Service Received Service Received

Classroom Training 270 (25%) 65 (59%)
Counseling 228 (21%) 39 (35%)
Peer Support 108 (10%) 7 (6%)
Mentoring 234 (22%) 0
Other Services 234 (22%) 0
Total 1,074 (100%) 111 (100%)

Source: GATE |l Survey.

Note: Includes only participants in the treatment group who completed the survey.

Responding North Carolina treatment group members received, on average, 46.6 hours of self-
employment services, as shown in Exhibit 8. Classroom training accounts for the single largest
proportion of this time — 21.2 hours — as program participants utilized this service more than
any of the other four. North Carolina GATE Il participants spent the least amount of time
receiving peer support services — only about three hours, on average.
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Exhibit 8: Number of Hours of GATE Il Services Received
by Type of Service, North Carolina GATE Il Participants

Self-Employment Service \ Average Hours
Classroom Training 21.2
Mentoring 7.6
One-on-One Counseling 15.2
Peer Support/Networking 2.6
Total 46.6

Source: GATE Il Survey
Note: Includes only participants in the treatment group who completed the survey.

4.5 Virginia GATE Il Implementation

The Commonwealth of Virginia is divided into 15 Workforce Investment Areas, each of which
operates relatively independently. These 15 areas are administered through the VCCS, the lead
organization for Virginia’s two GATE Il programs: Northern Virginia (NOVA) GATE and Richmond
GATE.

When DOL issued the GATE Il SGA in 2008, the Northern Virginia Workforce Investment Board
(WIB) was selected by VCCS to apply for the grant as a way to build entrepreneurship training
into its portfolio of services. At the time, Virginia’s unemployment rate was 4.8 percent, one
percent lower than nationally. During the recession, Virginia’s unemployment rate remained
below the national rate in 2009 (6.9 percent versus 9.3 percent) and in 2010 (7.1 percent versus
9.6 percent).

Given its proximity to Washington, DC, and its many Federal jobs, the unemployment rate in
Northern Virginia was typically lower than the statewide rate. In 2008, the Northern Virginia
rate was 2.5 percent, 2.3 percentage points lower than statewide; by 2010, the Northern
Virginia rate had risen to 4.4 percent, which was still 2.7 percentage points lower than
statewide. Beyond public sector-related work, other key industries in Northern Virginia
included healthcare, construction, business services, information technology, and retail. These
industries were hurt by the slow economy, as evidenced by the rise in the unemployment rates
from 2008 to 2010.

While in 2008 the Richmond area had a similar unemployment rate as the rest of the state (4
percent), in 2008 and 2009, several employers in the Richmond area laid off large numbers of
employees. As a result, the unemployment rate in Richmond rose to eight percent by 2010, one
percent higher than the state rate. Many white-collar jobs were lost in engineering, securities,
and banking. Approximately 90 percent of those workers had education levels beyond the high
school level, and about two-thirds had a bachelor’s degree or better. With the availability of
additional GATE Il grant funds and rising unemployment statewide, the VCCS expanded GATE Il
to the Richmond metropolitan area to help prevent highly educated workers from leaving the
area and offer new opportunities to dislocated workers.
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4.5.1 Program Focus

Northern Virginia’s GATE Il program was implemented and marketed as the NOVAGATE
program, which focused on Fairfax County, Loudoun County, and Prince William County.
Services and staff were centrally located in Falls Church, and participants were recruited from
AJCs in Falls Church, Leesburg, Alexandria, Reston, and Woodbridge. Initially, the age
requirement for eligibility in the program was 50 or older. However, NOVAGATE requested and
received permission from DOL to implement a lower minimum age requirement of 45 in early
2010. A key reason for this request was that enrollment into GATE Il was lagging and a lower
age cutoff would increase the pool eligible for GATE |l services.

The Richmond program did not officially launch until July 2010, over a year later than the
NOVAGATE program and the other states’” GATE Il programs. Richmond’s GATE |l program was
implemented and marketed as the Richmond Growing America Through Entrepreneurship
(Richmond GATE) program and focused on the same target population as NOVAGATE:
dislocated workers age 45 and older living in the greater Richmond, Virginia region, including
four counties and four cities, with Richmond serving as the program’s hub.

4.5.2 Program Design and Applicant Selection Process

NOVAGATE was administered by the SSG under contract to the Fairfax County Department of
Family Services to deliver public employment and training services through Virginia’s AJCs. SSG
is the administrative arm for the WIB. SSG worked with the BDAG to provide one-on-one
counseling for NOVAGATE participants. BDAG subcontracted with the NVCC system to provide
additional training.

Whereas NOVAGATE was overseen by and housed in the Northern Virginia AJCs, Richmond
GATE was administered by the CCWA under contract to the VCCS. As the CCWA is an alliance
between John Tyler Community College and J. Sargeant Reynolds Community College, the two
educational institutions already had a long history of working together prior to their
collaboration on Richmond GATE.

Prior to launch, Richmond GATE Il staff consulted with NOVAGATE staff to learn more about
NOVAGATE’s implementation experience. The Richmond GATE service model drew from
NOVAGATE’s experiences and materials.

Outreach and Recruitment Activities. SSG played the leading role in developing outreach and
marketing materials to disseminate and promote information about NOVAGATE to encourage
eligible individuals aged 45 and older to apply. Multiple outreach strategies were used to
promote NOVAGATE in the selected NOVAGATE service areas of Loudon, Prince William, and
Fairfax counties. NOVAGATE relied heavily on print materials and word-of-mouth advertising to
promote NOVAGATE. Print materials were available and prominently displayed in several
languages at each AJC. NOVAGATE also sent press releases, informational newsletters, and
news links through the Fairfax County newsletter, which is an electronic weekly bulletin. Other
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print outreach included emails targeting dislocated workers age 45 or older through the Virginia
Workforce Connection (an orientation email sent monthly through the online filing for Virginia
Employment Commission Ul benefits), posters at local employment centers, libraries, and
income tax assistance programs. NOVAGATE information and materials were also featured on
the SSG Website.

The CCWA modified the NOVAGATE outreach and marketing materials — provided to them by
NOVAGATE staff — to encourage eligible individuals to apply to the Richmond GATE program.
Richmond GATE advertised using direct mail — targeting three local postal codes — and used a
targeted list provided by the VCCS to reach people who met the age criteria and were enrolled
as dislocated workers at an AJC. They also sent emails to and through their local partners and
local businesses, and had success getting human- interest stories written in the local newspaper
and shown on television newscasts. In addition, they partnered with a local television station
that started a “job link connection” on its Website as part of the station’s response to the local
layoffs and corresponding rise in unemployment, and placed advertisements on radio stations,
in the Monday metropolitan section of the local newspaper, and using banner ads on the
Richmond Times Dispatch newspaper’s Website. CCWA staff attended trade shows and job
fairs, where they reached dislocated workers. Richmond GATE advertisements were featured in
the sections of the CCWA course catalog that covered customer service and business courses.

Registration and Eligibility Determination. The NOVAGATE and Richmond GATE programs used
similar processes for registration and determining eligibility. For both programs, Workfoce
Investment Act (WIA)-eligible dislocated workers interested in the program were required to
register prior to orientation. Registration could be completed by telephone, postcard, the
NOVAGATE or Richmond GATE Websites, or at an AJC kiosk. Staff at each AJC was also able to
register interested dislocated workers. Project coordinators received and processed all
registrations and verified eligibility for the program. Criteria consisted of age, status as a
dislocated worker, possessing a valid photo identification card that indicated their age and
documentation of their unemployment insurance eligibility, and proposing a valid, ethical
business idea and the intent to open the business in Virginia.

Orientation Sessions. Both the NOVAGATE and the Richmond GATE Project Coordinators
regularly conducted orientation sessions for dislocated workers. NOVAGATE's orientations were
conducted at AJCs located in the Northern Virginia WIB; in addition, the orientation was
available online. Richmond GATE orientation sessions were conducted at the AJCs or ETCs
within the Richmond WIB, and occasionally at libraries, which were open later. NOVAGATE held
at least one orientation session monthly at each of the five Northern Virginia AJC locations,
while Richmond GATE held two or three group orientation sessions monthly, plus occasional
orientations for interested individuals. No advance registration for in-person orientation
sessions was required for either site, although staff did track how many people were interested
and signed up: 612.

Each orientation session lasted approximately one hour. The facilitator first provided an
introduction that explained the program and the random assignment process. Attendees then
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watched a brief video about the program. The video scripts were identical but for Richmond’s
local references and scenes, including a segment with a successful entrepreneur.

Application Process. The application process was nearly identical for NOVAGATE and Richmond
GATE. All eligible individuals who registered and completed an orientation session (on the SSG
Website or in-person) could complete and submit a NOVAGATE application. The facilitator
encouraged each attendee to submit an application before leaving the AJC. Those who wished
to complete the application at a later date were provided a pre-addressed stamped envelope to
return at their convenience. While individuals were completing the applications, the facilitator
answered questions and collected completed applications. Overall, 435 dislocated workers
applied for GATE services in Virginia, representing 71 percent of the 612 individuals
participating in an orientation, as shown in Exhibit 9 below.

Exhibit 9: Number of GATE Il Applicants in Virginia

Number Attending Number of
Orientation Applicants

Virginia 612 435 (71%)

Source: Virginia PTS.

Random Assignment. As reflected in Exhibit 10 below, Virginia assigned half of GATE Il
applicants to the treatment group (218) and nearly half to the control group (217). As
applicants were assigned, the project coordinators in both groups made initial contact with
applicants randomly selected for GATE Il services. Those selected were given the phone number
of appropriate staff to schedule their assessment session. Once the participant made contact,
business counselors were notified. Control-group participants were provided with a list of free
or at-cost services and resources already available and accessible in either Northern Virginia or
the Richmond area, as appropriate, for dislocated workers.

Exhibit 10: Random Assignment of GATE Il Eligible Applicants in Virginia

Treatment

Group
Virginia 435 (100%) 218 (50%) 217 (50%)

Source: Virginia PTS.

Although the GATE Il programs in Virginia had complemented and built upon the existing
portfolio of services available to dislocated workers, key differences existed between the
services offered to individuals assigned to the GATE Il programs and those assigned to the
control group. For example, those in the GATE Il control group could receive counseling through
SCORE or other volunteer counselors. However, unlike GATE Il participants, the control group
was not assigned a designated counselor who would follow up with them; control-group
participants received only business counseling services they actively sought. In addition,
although individuals assigned to the control group could sign up for and attend courses offered
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through the same training providers as program participants, they had to pay their own tuition
and had to seek out the courses themselves.

4.5.3 Program Services

Initial Business Readiness Assessment. As a first step upon entering the GATE programs in
Virginia, each applicant participated in an assessment and initial counseling session. The
applicant completed the assessment online in the business counselor’s office using a tool
developed to assess the individual’s business readiness and skills, identify what skills the
individual may need to improve before starting a business, and help determine and shape the
individual’s personalized entrepreneurial training program. The participant then met with a
counselor for 45 to 60 minutes. The initial assessment and counseling session helped set
expectations and oriented the participant to the GATE program, laid the foundation for
understanding what it takes to start a business, and identified gaps in participants’ business
knowledge. As shown in Exhibit 11, most (87%) eligible applicants randomly assigned to the
treatment group received an assessment.

Exhibit 11: Number of GATE Il Assessments in Virginia

Treatment Number of
State
Group Assessments

Virginia 219 191 (87%)
Source: Virginia PTS.

One-on-One Business Counseling and Technical Assistance. Both the NOVAGATE and Richmond
GATE programs provided participants with access to a business counselor to assist in
developing business plans, securing business licenses, providing feedback on ideas and
opportunities, and ongoing needs. The programs implemented and encouraged a self-directed
approach for participants who were establishing their business. In contrast to non-program
participants, counselors were available to participants for as much time as needed, as long as
they were making progress on their business plan and business licenses.

Entrepreneurship Training and Microenterprise Services/Resources. Each NOVAGATE
participant was required to attend a two-day boot-camp training course developed for
NOVAGATE and offered quarterly through the NVCC. The training was comprised of six topics,
including 1) sales, 2) marketing, 3) legal issues, 4) finance, 5) market research, and 6) record
keeping for tax purposes; the training lasted two consecutive days. Topics were designed to
prepare the participants as they developed business plans and started businesses. Tuition was
paid for NOVAGATE students through WIA funds, and course materials were provided free. The
class was also open to non-NOVAGATE students for a $195 fee. Additional targeted training and
guidance was provided to NOVAGATE participants, and the program assisted in connecting
participants with SCORE (in Washington, DC) and other SBDC mentors for specific or specialized
training. NOVAGATE also offered the additional services and resources to participants, including
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business cards, logo, and Website development assistance; computers at low cost; legal
assistance; marketing opportunities; and a business incubator.

NOVAGATE also offered monthly 90-minute lunch-hour networking events (seminars advertised
as “focus groups”) for participants in a conference room in the building in which the BDAG and
Falls Church AJC are housed. Typically, 20-30 participants attended the focus-group sessions.
Networking events were held on a range of topics: credit management, small business mentor
programs, budgeting, asset building, legal issues, organizational communications, financing,
crafting effective elevator speeches, and sharing NOVAGATE participants’ accomplishments.

Richmond GATE offered nine specially developed classes to its participants. None of the classes
was mandatory, and all but one was open to Richmond GATE participants only. Classes were
offered on a rotating cycle, more or less monthly, so there was no need to wait an entire
qguarter to enroll in the class. Course offerings included: Getting Started in Business, SCORE
“First Step” Workshop, Finance and Marketing for Non-Financial Managers, Quick Books, CORE
FOUR®, Understanding Credit, Business Networking for Small Businesses, Marketing for Small
Businesses, and Mastering Sales Magnetism.

Due to its success, CCWA purchased this curriculum to add to its non-GATE offering. As
appropriate, additional training and guidance was also provided, as Richmond has a very active
small business and business networking community. For example, courses were offered
through the Retail Merchants Association, including a class on using social media, and by other
networking organizations.

The program coordinator sponsored Richmond GATE participants’ attendance at training
offered by SCORE, the Retail Merchants Association, and other networking organizations.
Additional courses and specialized training were available upon request.

Exhibit 12 summarizes the receipt of services among GATE Il participants. As shown in the
Exhibit, 82 percent of GATE Il treatment group members in Virginia received at least one type of
self-employment service through the GATE program, with over half receiving three or more
services. In comparison, just over half of survey respondents in the control group reported
receiving any services outside of the GATE program. Overall, the treatment group received
more self-employment services than the control group in Virginia.8

® In Section 5.1 we describe how services received by the control group affect the impact study.
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Exhibit 12: Number of Services Received, Virginia GATE Il Participants

Number of Self-Employment Services Treatment LT
Group Group
No services received 32 (18%) 74 (47%)
One service received 21 (12%) 33 (21%)
Two services received 34 (19%) 18 (11%)
Three or more services received 91 (51%) 33 (21%)
Total 178 (100%) 158 (100%)

Note: Includes only participants who completed the follow-up survey.
Source: Virginia GATE Il Survey

Exhibit 13 shows the different types of services provided by GATE Il to the treatment group.
Among treatment group members receiving more than one service and responding to the GATE
Il follow-up survey, classroom training and counseling accounted for the majority (52%) of
services received. For those receiving only one service, classroom training was the most
common type (52%) of service provided.

Exhibit 13: Types of GATE Il Services Received, Virginia GATE Il Participants

Service Type Any Services Received  Only One Service Received

Classroom Training 110 (27%) 11 (52%)
Counseling 105 (25%) 8 (38%)
Peer Support 84 (20%) 2 (10%)
Mentoring 59 (14%) 0
Other Services 59 (14%) 0
Total Services 417 (100%) 21 (100%)

Note: Includes only participants in the treatment group who completed the survey. Source: Virginia
GATE Il Survey

Members of the treatment group in Virginia received, on average, 48.8 hours of self-
employment services, as shown in Exhibit 14. Classroom training accounts for more than half of
this time, or 27.6 hours, as program participants utilized this service more than any of the other
four. Virginia GATE Il participants spent the least amount of time receiving one-on-one
counseling (5.5 hours) and mentoring services (7.1 hours).
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Exhibit 14: Number of Hours of GATE Il Services Received
by Type of Service, Virginia GATE Il Participants

Classroom Training 27.6
One-on-One Counseling 7.1
Mentoring 5.5
Peer Support/Networking 8.6
Total 48.8

Note: Includes only participants in the treatment group who completed the survey.
Source: Virginia GATE Il Survey
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5. GATE Il IMPACT STUDY

The objective of the GATE Il impact study is to examine the effectiveness of the GATE Il
programs in helping participants to improve their labor market outcomes. For this purpose, DOL
asked grantee states to use a random assignment process to determine which applicants would
be served by the program (treatment group) and which applicants would not be served by the
program (control group). This enables the estimation of GATE Il impacts by comparing the post-
program entry outcomes between treatment and control group members.

North Carolina and Virginia implemented a random assignment process in administering their
grant programs. However, Alabama was not successful in implementing random assignment,
while Minnesota chose not to do so. For this reason, the impact study focuses on examining the
effectiveness of GATE Il in North Carolina and Virginia and excludes the Alabama and
Minnesota GATE Il grantees. However, since North Carolina and Virginia targeted different
populations and customized their programs accordingly, separate impact analyses were
conducted for each state.

In the remainder of this chapter, we present the random assignment impact study of the GATE
Il programs in North Carolina and Virginia. We begin our discussion with an overview of the
research design used to conduct the impact analyses. We then present the impact study for the
North Carolina GATE Il program, followed by the impact study of the Virginia GATE Il program.
Finally, we present subgroup analyses of program impacts to confirm that the overall impacts
for North Carolina and Virginia were not masking underlying differences in the effectiveness of
the program across key participant subgroups.

5.1 Impact Study Design

Random assignment of North Carolina and Virginia GATE Il applicants enables an estimation of
program impacts by comparing the post-program outcomes between those selected to receive
program services (treatment group) and those selected to not receive program services (control
group). Below, we provide an overview of the impact study design, including the key research
guestions, a discussion of the random assignment process, data sources used in the study, and
the impact analysis plan.

5.1.1 Key Research Questions

The impact study is designed to examine the effectiveness of GATE Il programs in assisting rural
and older dislocated workers interested in self-employment. In particular, the study focuses on
two key research questions:

=  Was GATE Il effective in improving the labor market outcomes of older dislocated
workers and rural dislocated workers?
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« Is providing self-employment training to older and rural dislocated workers a viable
policy tool for promoting their reemployment?

Specifically, the impact study examines whether GATE Il was effective in promoting the labor
market outcomes of these workers by starting their own business and becoming self-employed
and/or by improving their overall employment prospects following program entry. Key
outcomes of interest include: new business starts, becoming self-employed, becoming
employed in a salary job, overall employment (self-employed and/or employed in a salary job),
self-employment earnings, total earnings, and Ul receipt. Based on the analyses of program
impacts, critical insights were drawn about the viability of providing self-employment training
to older and rural dislocated workers as a means to promote their reemployment and reduce
their dependency on Ul benefits.

5.1.2 Random Assignment

To support the impact study, the North Carolina and Virginia GATE |l grantees implemented
random assignment of participants as part of their program implementation. Under this
process, eligible applicants were chosen randomly for either the treatment group (receive
program services) or for the control group (do not receive program services). The random
assignment process used by North Carolina and Virginia involved the following steps:

« Step 1 — Each application was reviewed to confirm the applicant’s eligibility for the
program

= Step 2 - Site personnel e-mailed the names of eligible applicants to IMPAQ

= Step 3 - IMPAQ used a computer algorithm to randomly assign applicants to treatment
and control groups

= Step 4 — IMPAQ provided sites with the results of random assignment either by mail or
by Web-based entries accessed by site personnel

= Step 5 — Applicants were notified of their assignment by mail.

In the letter notifying applicants of the results of random assignment, treatment group
members received instructions for next steps, including contact information for scheduling an
initial assessment. Individuals selected for the control group were provided with information on
other free or at-cost services and resources available for dislocated workers. These resources
included services available through AJCs, WIA services and local SBDCs, which typically provide
resources and training opportunities to individuals considering starting small businesses.

Although there is little chance that control group members received services through GATE Il
that were intended for the treatment group, in many cases, control group members could also
avail themselves of services similar to those provided to GATE participants.” However, unlike

° Checks included in the random assignment process precluded those assigned to the control group from
reapplying to the program in hopes of being assigned to the treatment group.
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treatment group participants, these services often varied in some significant ways. For example,
services for control group members were likely not to have been as robust as for those
provided to the GATE Il treatment group. That is, control group members may not have been
assigned to a designated case manager, may have received very limited business counseling
services and may have received no follow-up communication after an initial meeting. In
addition, the control group members will most likely have been charged for the service, while
GATE Il treatment group members received services at no cost. Exhibits 6 and 12 show that
those in the control groups in North Carolina and Virginia were much less likely to receive any
self-employment services.'® Nevertheless, because those assigned to the control group were
not excluded from receiving other self-employment services available in their communities, the
impact estimates we present below represent the impact of GATE Il compared to “business as
usual.” In other words, our analyses describe the impacts of GATE Il beyond the impacts of
other self-employment service options that were offered at the time of the program. So, the
impact results should not be interpreted as estimates of the effectiveness of self-employment
training more broadly.

5.1.3 Data Sources

Since random assignment was used to determine which applicants would receive services,
program impacts can be estimated by simply comparing the post-program entry outcomes
between treatment and control group members. To measure applicant characteristics at the
time of program entry and applicant post-program entry labor market outcomes, the following
data sources are used:

« Participant Tracking System (PTS) Data. North Carolina and Virginia used a PTS to gather
applicant information at the time each applicant entered the program, which collected
information on demographic characteristics (e.g., gender, race, age, and education);
employment and income (e.g., employment status and household income); self-
employment experience and access to credit when entering the program. This information
was used to examine applicant characteristics at program entry, test if random assignment
was successfully implemented, and as control variables in the multivariate impact analyses.

=  Follow-up Survey. IMPAQ implemented a telephone survey of all program applicants
approximately 32 months after they entered the program in North Carolina and 24 months
after in Virginia. This survey was conducted by IMPAQ’s telephone survey center. The
follow-up survey collected information on key labor market outcomes, including new
business starts, self-employment, wage/salary employment, self-employment earnings, and
wage/salary earnings.11 Survey data are used to construct key measures of applicant
employment outcomes after program entry and to estimate the impact of GATE Il on those
outcomes.

% The implication of control group members receiving GATE Il services is that, assuming the services are effective,
the study may underestimate the impact of the program. Because there is little chance that control group
members in either North Carolina or Virginia were able to enroll in GATE Il, we expect any corresponding bias in
our impact estimates to be a very minor concern.

! additional details regarding the follow-up survey are provided in Appendix A.
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Ul Claims Data. IMPAQ collected data from the North Carolina and Virginia agencies that
maintain Ul administrative records. These data provided information on the number of
weeks and benefit amounts of Ul that GATE Il applicants collected prior to and following
program entry. These data are used to estimate program impacts on Ul receipt in the 12-
month period following program entry.

Wage Records. We also obtained wage record data from the state agencies in North
Carolina and Virginia that maintain administrative data on earnings. These data provided
information on the amounts earned by GATE Il applicants prior to and following program
entry. These data are used to estimate program impacts on quarterly earnings in the six
quarters following program entry.

5.1.4 Impact Analyses Plan

The analyses plan for estimating GATE Il impacts in North Carolina and Virginia was comprised
of three components:

Descriptive Analyses. The PTS data were used to provide descriptive analyses of the
characteristics of GATE Il applicants at the time of application. These analyses provided
information on the composition of the population that applied for GATE Il in North Carolina
and Virginia, including socioeconomic characteristics, and prior self-employment, business
and employment experience. In addition, Ul claims and Wage Records were used to
examine Ul receipt and quarterly earnings of GATE Il applicants in the 12-month period
prior to applying for program participation. These analyses provide information about the
types of individuals who applied for each program and help assess whether the two
programs were successful in attracting their target populations.

Random Assignment Tests. Prior to estimating program impacts, it is important to verify
that random assignment of program applicants to the treatment or to the control group
was done correctly. If so, there should not be any differences in characteristics between the
treatment and the control group at the time of application. To confirm that random
assignment was successful, and to examine if there were treatment-control differences in
characteristics, we produced two tests: 1) t-tests, to assess if treatment-control group
differences in mean values of baseline were statistically significant; and 2) estimated
regression models, where the dependent variable was the probability of being assigned in
the treatment and controls included all available characteristics. If no significant differences
are detected, any subsequent treatment-control differences in outcomes can be attributed
to the program.

Multivariate Impact Regression Models. Program impacts are estimated using multivariate
linear regression models that compare outcomes between treatment and control group
members, controlling for available characteristics. The inclusion of available individual
characteristics in the models is done for two reasons: 1) to improve statistical power by
removing variation in the outcome of interest that result from observed characteristics; and
2) to ensure that impact estimates are accurate by accounting for treatment-control group
differences in characteristics that may have occurred by chance. These models are
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estimated separately for each outcome of interest (new business start, self-employed,
employed in salary job, overall employment, self-employment earnings, salary wages, Ul
receipt, and quarterly earnings), and t-tests are used to assess if the program had
statistically significant impacts on each outcome.™ Based on the results, we are able to
draw reliable inferences on the effectiveness of the GATE Il programs in North Carolina and
Virginia, and on whether self-employment training is a viable policy in helping rural and
older dislocated workers to improve their labor market outcomes.

5.2 North Carolina GATE Il Impact Evaluation

The North Carolina GATE Il program was designed to help rural, dislocated workers start their
own businesses as a way to get reemployed. This section presents analyses of the program’s
impact on participant self-employment, employment, and Ul receipt outcomes following
program entry. We start by providing an overview of the data used in the analyses, followed by
an overview of the characteristics of GATE Il applicants. Then, we present tests to confirm that
random assignment was successfully implemented and provide descriptive statistics of key
applicant outcomes following program entry. Finally, we present the results of the impact
analyses and a discussion of the main findings.

5.2.1 Data Overview

The impact study of the North Carolina GATE Il program relied on the data sources described
below.

PTS Data. North Carolina used a PTS to gather applicant information at the time of program
entry. The PTS data provided information on applicants’ socioeconomic characteristics;
employment and income; and self-employment experience and access to credit at program
entry. This information was used to examine applicants’ characteristics entering the program,
test if random assignment was successfully implemented, and as control variables in the
multivariate impact analyses regression models.

Follow-up Survey. IMPAQ implemented a telephone survey of all program applicants at
approximately 32 months after entering the program. The survey collected information on key
labor market outcomes, including new business starts, self-employment, salary employment,
self-employment earnings, and salary earnings. The survey was completed by 881 applicants,
for an overall survey response rate of 70 percent. Note that the response rate was 71 percent
for the treatment group (623 respondents) and 67 percent for the control group (202
respondents). T-test comparisons showed that this difference was not statistically significant,

12 Some of the outcomes of interest are dichotomous variables (e.g., new business start, self-employed, and Ul
receipt), so the use of a binary response model instead of a linear regression model may be more appropriate to
estimate program impacts. Thus, for dichotomous outcomes, we estimated both a linear and a probit regression
model. Since no statistical differences were detected between linear regression-estimated and probit regression-
estimated impacts, for simplicity, the sections that follow report the results of the linear regression model, with
standard errors computed using the Huber/White sandwich estimator to account for potential heteroskedasticity.
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which indicates that treatment and control group members were equally likely to respond to
the survey. Survey data were used to construct key measures of applicant employment
outcomes and to estimate program impacts at 32 months after program entry.

North Carolina Ul Claims Data. The Ul data obtained from North Carolina provided information
on the total number of Ul weeks and benefit amounts collected by GATE Il applicants. These
data were used to measure each applicant’s receipt of Ul benefits in the 12 months prior to and
following random assignment. Ul claims data were used to examine each applicant’s receipt of
Ul and to estimate Ul program impacts in the 12-month period after program entry.

North Carolina Wage Records. The data obtained provided information on the wages earned
from Q1:2007 through Q1:2012. These data were used to measure quarterly earnings by all
GATE Il applicants and to estimate program impacts on quarterly earnings in the six quarters
following program entry.

5.2.2 Characteristics of Program Applicants

Socioeconomic Characteristics. Exhibit 15 presents the socioeconomic characteristics of
program applicants at the time of application, as reported in the PTS data. During the
recruitment period, 1,175 individuals applied for and were deemed eligible for participation in
the GATE Il program. Of these, 655 (56 percent) were men and 520 (44 percent) were women;
the majority of applicants were white, and about one third were black. Applicants were about
equally distributed across the four age groups and about 55 percent of applicants had no more
than a high school education. About half were married at the time of application, with an
average household size of 3.0 persons.

As expected, given the program focus, 1,017 (87 percent) of applicants were unemployed,
meaning that they were not employed in a salaried job or self-employed at the time of
application. About six percent of applicants reported being employed in a salaried job, and
eight percent reported being self-employed at the time of application. The distribution is
skewed toward lower-income levels, with nearly half of the applicants reporting a household
income below $25,000 and only 20 percent reporting a household income of $50,000 or more.
Moreover, only 39 percent of applicants had health insurance coverage at the time of
application. These figures are not surprising, given the fact that the program mainly attracted
unemployed individuals residing in rural areas.
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Exhibit 15: Socioeconomic Characteristics of North Carolina GATE Il Applicants

Total All Applicants
1,175 (100%)

Socioeconomic Characteristics
Gender

Male 655 (56%)

Female 520 (44%)
Race

White 705 (60%)

Black 386 (33%)

Other Race 84 (7%)
Age Group

Less than 35 Years 198 (17%)

35-44 Years 323 (27%)

45-54 Years 373 (32%)

55+ Years 281 (24%)
Education

No High School Diploma 219 (19%)

High School Diploma 422 (36%)

Some College or Associate Degree 285 (24%)

College Degree 249 (21%)
Household Characteristics

Married 607 (52%)

Never Married 228 (19%)

Household Size 3.0(1.6)
Other Characteristics

Disabled 67 (6%)

Born in the U.S. 1,133 (96%)
Employment Status

Unemployed 1,017 (87%)

Employed in Salaried Job 66 (6%)

Self-Employed 92 (8%)
Household Income

Less than $10,000 334 (28%)

$10,000-$24,999 240 (20%)

$25,000-$49,999 364 (31%)

$50,000-$74,999 152 (13%)

$75,000+ 85 (7%)
Health Insurance 462 (39%)

Note: Reported is the number of applicants with sample proportions in parentheses; for household size,
reported is the sample mean with standard deviation in parentheses. Source: PTS Data.

Self-Employment Experience, Business Background, and Access to Credit. Exhibit 16 used PTS
data to summarize information on the applicants’ self-employment experience and access to
credit at the time of application. As can be seen, only 31 percent of applicants had prior self-
employment experience; this proportion includes the eight percent of applicants who were self-
employed at program entry. These figures show that: 1) the majority of applicants did not have
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self-employment experience and 2) some applicants had some experience, and presumably
some owned a business that was idle at the time of application.

Exhibit 16: Self-Employment Experience, Business Background,
and Access to Credit, North Carolina GATE Il Applicants

All Applicants

1,175 (100%)
Self-Employment Experience 367 (31%)
Has Management Experience 733 (62%)
Years of Management Experience 5.0 (6.8)
Credit History Problem™ 628 (53%)
Family Supports Effort 1,078 (92%)
Family Member Works to Support Effort 613 (52%)

Note: Reported is the number of applicants with sample proportions in parentheses; for
years of management experience, reported is the sample mean with standard deviation in
parentheses. T= Available for 1,056 of the 1,175 applicants. Source: PTS Data.

Exhibit 16 also shows that 62 percent of applicants had some management experience. In fact,
applicants reported an average of five years of experience working in a managerial position.
These figures show that while most applicants had limited self-employment experience, many
had experience working in a managerial position. Finally, 53 percent of applicants reported
having credit history problems, which indicates that they would probably face barriers in
securing financing for their business. At the same time, nearly all applicants reported that their
immediate family supports their pursuit of self-employment, while about half reported that a
family member will work to provide financial support to their self-employment pursuit.

Prior Ul Receipt and Quarterly Earnings. Exhibit 17 presents information on the Ul benefits
collected and quarterly earnings by GATE Il applicants in the 12 months prior to entering the
program. As shown, six percent of applicants were collecting regular Ul, 54 percent were
collecting Emergency Unemployment Compensation (EUC) benefits, and 10 percent were
collecting Extended Benefits (EB). The remaining 30 percent of applicants were not collecting Ul
upon entering the program. These figures show that the majority of applicants were on Ul at
the time of application, while nearly two-thirds of applicants had exhausted their regular Ul
benefits and were collecting EUC or EB. Thus, the program primarily attracted displaced
workers who relied on Ul for long periods prior to application. This is confirmed by the average
Ul weeks and benefit amounts collected in the period prior to entering the program. As shown
in Exhibit 17, the average recipient collected 16.7 benefit weeks and $5,308 in benefits.
Separate analyses show that recipients who were on Ul for at least one week in the 12-month
period prior to entering the program collected 21.9 benefit weeks and $7,069 benefit amounts
during that period.
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Exhibit 17: Prior Ul Receipt and Quarterly Earnings,
North Carolina GATE Il Applicants

All Applicants

Ul Receipt at Program Entry*

Regular Ul 71 (6%)
EUC 635 (54%)
EB 116 (10%)
Not Collecting Ul 353 (30%)
Ul Receipt, 12 Months Prior to Program Entryt
Ul Weeks Collected 16.7 (17.8)
Benefit Amounts Collected (S) 5,308 (6,387)
Quarterly Earnings, Prior to Program Entry ($)t+
Quarter 4 4,639 (5,998)
Quarter 3 4,389 (6,885)
Quarter 2 3,508 (5,762)
Quarter 1 2,649 (5,312)
Total, Quarters 1-4 14,918 (20,381)

Note: Reported are sample means with standard deviations in parentheses; for
collected Ul and below federal poverty threshold, reported is the total number of
recipients with the proportion of all recipients in parentheses. Source: t= North Carolina
Ul Claims Data; tt= North Carolina Wage Records.

The same exhibit presents the quarterly wage amounts earned by GATE Il applicants in the four
quarters prior to entering the program. The average applicant earned $4,639 in Quarter 4 prior
to entering the program, an amount that gradually declined leading up to the time of
application; by Quarter 1 prior to entering the program, the average applicant earned $2,649.
In total, program applicants earned $14,918 in the 12-month period prior to entering the
program.

Overall, the figures in Exhibit 17 show that the program primarily attracted individuals who
earned relatively low wages and relied on Ul for extended periods in the 12 months prior to
applying for GATE Il participation.

5.2.3 Treatment and Control Group Equivalence

Random assignment was used to determine which applicants would be assigned to the
treatment group (receiving GATE Il services) and which applicants would be assigned to the
control group (not receiving GATE Il services). Following random assignment, 881 (75 percent)
were assigned to the treatment and 294 (25 percent) were assigned to the control group.13

3 The decision to do a 75/25 percent treatment/control allocation (rather than a 50/50 allocation, which would
yield higher statistical power for the impact study) was an operational decision made by North Carolina and
approved by DOL.
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Prior to estimating the program’s impacts, it is important to verify that random assignment was
implemented correctly. To test the accuracy of the random assignment process, we analyzed
treatment-control differences in characteristics and used t-tests to assess if those differences
are statistically significant. If random assignment was successfully implemented, then we
should not detect statistically significant treatment-control differences in characteristics. Exhibit
18 presents these comparisons for applicants’ socioeconomic characteristics. As can be seen in
the right column, there were no statistically significant differences in characteristics between
the treatment and control groups at the time of application. These results strongly suggest that
assignment of applicants was not correlated to observable characteristics. Separate analyses
(not shown), confirm that applicants were also equivalent in terms of their self-employment
experience, Ul receipt in the 12 months prior to program entry, and quarterly earnings in
Quarters 1-4 prior to program entry.

To confirm these results, we estimated a linear regression model where the dependent variable
is the probability of being assigned in the treatment group and control variables include all
available applicant characteristics in Exhibits 15-17. Regression results are presented in
Appendix B, Exhibit B.1. They show that none of the estimated parameters were statistically
significant, confirming that treatment and control group members had similar baseline
characteristics.

In addition to verifying treatment-control equivalence in baseline characteristics, it is important
to examine if this equivalence was maintained among those responding to the follow-up
survey. As discussed above, the overall survey response rate was 70 percent and there were no
statistically significant treatment-control differences in the response rate. But it is possible that
survey attrition led to differences in characteristics between treatment and control group
survey respondents. This would raise concerns about survey non-response bias for impact
analyses of survey outcomes. This bias is created when there is a treatment-control imbalance
in survey respondent characteristics that are correlated with the outcome of interest.

To test for survey response bias, we estimated the same linear regression model outlined above
for survey respondents only. That is, we estimated the probability of being in the treatment
group for survey respondents controlling for all available applicant characteristics. Results are
presented in Appendix B, Exhibit B.2, and show no significant differences in characteristics
between treatment and control group survey respondents, which alleviates concerns about
survey non-response bias.

The analyses described above show that treatment and control group members were
equivalent in their observable characteristics at the time of application. Furthermore, the
treatment-control balance in characteristics was maintained among survey respondents. Thus,
any treatment-control differences in outcomes subsequent to random assignment can be
confidently attributed to GATE II.
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Exhibit 18: Treatment-Control Differences in Socioeconomic Characteristics,
North Carolina GATE Il Applicants

Total

Treatment Group

Control Group

881 294 Difference

Socioeconomic Characteristics
Gender

Male 0.54 0.59 -0.05 [0.03]

Female 0.46 0.41 0.05 [0.03]
Race

White 0.61 0.58 0.03 [0.03]

Black 0.33 0.34 -0.01 [0.03]

Other Race 0.07 0.08 -0.01 [0.02]
Age Group

Less than 35 Years 0.17 0.18 -0.01 [0.03]

35-44 Years 0.28 0.27 0.01 [0.03]

45-54 Years 0.31 0.34 -0.03 [0.03]

55+ Years 0.25 0.21 0.04 [0.03]
Education

No High School Diploma 0.18 0.20 -0.02 [0.03]

High School Diploma 0.35 0.38 -0.03 [0.03]

Some College or Associate Degree 0.24 0.24 -0.00 [0.03]

College Degree 0.22 0.18 0.04 [0.03]
Household Characteristics

Married 0.52 0.51 0.01 [0.03]

Never Married 0.19 0.20 -0.01 [0.03]

Household Size 2.9 3.1 -0.02 [0.11]
Other Characteristics

Disabled 0.05 0.06 -0.01 [0.02]

Born in the U.S. 0.97 0.96 0.01 [0.01]
Household Income

Less than $10,000 0.29 0.29 -0.00 [0.03]

$10,000-$24,999 0.20 0.22 -0.02 [0.03]

$25,000-$49,999 0.31 0.31 -0.00 [0.03]

$50,000-$74,999 0.13 0.14 -0.01 [0.02]

$75,000+ 0.08 0.04 0.04 [0.03]
Employment Status

Unemployed 0.81 0.81 0.00 [0.03]

Employed in Salary Job 0.07 0.07 -0.00 [0.01]

Self-employed 0.03 0.03 0.00 [0.01]

Not in the Labor Force 0.09 0.09 -0.00 [0.01]
Health Insurance 0.40 0.37 0.03 [0.03]

Note: Reported is the sample mean; the right column reports treatment-control group differences in means
with standard errors in brackets. *=statistically significant at the five-percent level. Source: PTS Data.
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5.2.4 Applicant Post-Random Assignment Outcomes

Using the follow-up survey data, the Ul administrative data, and the wage records, we
produced measures of applicant labor market outcomes in the period following program
application. These outcomes are described below.

Follow-up Survey Outcomes. Using the follow-up survey, we produced measures of key
applicant outcomes at approximately 32 months after program entry. These outcomes include:

« Started a new business — whether the applicant started a new business after entering
the program and by the time of the survey

« Self-employed — whether the applicant was self-employed at the time of the survey

» Employed in wage/salary job — whether the participant was employed in a salaried job
at the time of the survey

«  Employed — Whether the participant was self-employed or employed in a salaried job at
the time of the survey

» Self-employment earnings — total self-employment earnings at the time of the survey
«  Wage/Salary earnings — total salary earnings at the time of the survey

» Total earnings — total self-employment plus salary earnings at the time of the survey

Note that some survey respondents did not provide answers to all questions needed to
construct each employment and earnings outcomes; as a result, not all survey outcomes are
available for all 881 survey respondents. Exhibit 19 summarizes the employment outcomes for
North Carolina GATE Il applicants who responded to the survey and provided answers to the
guestions needed to construct each outcome.™ As shown, 34 percent of applicants reported
having started a business between entering the program and the time of the survey. Moreover,
27 percent were self-employed 32 months after entering the program. Nearly twice as many
applicants were employed in salary jobs (51 percent) as were self-employed at the time of the
survey (27 percent). Overall, 70 percent of applicants were employed at the time of the survey,
either in a salary job or in their own business.

" As a result of non-response, employment outcomes were available as follows: started a new business was
available for 778 applicants (66 percent of all applicants); self-employed for 814 applicants (69 percent); employed
in a wage/salary job for 820 applicants (70 percent); and employed for 820 applicants (70 percent).
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Exhibit 19: Employment Outcomes, 32 Months after Entering the Program,
North Carolina GATE Il Applicants

All Applicants

Started a new business 0.34 (0.47)
Self-employed 0.27 (0.44)
Employed in a wage/salaried job 0.51 (0.50)
Employed 0.70 (0.46)

Note: Reported are sample means with standard deviations in parentheses.
Source: North Carolina follow-up survey.

Exhibit 20 presents the earnings outcomes at 32 months after entering the program for
applicants who responded to the survey and provided answers to the questions needed to
construct each outcome.’® Program applicants earned much more from salaried jobs than from
self-employment. The average program applicant earned $483 from self-employment at 32
months after program entry. Wage and salary earnings were substantially higher; the average
applicant earned $19,972 from wage and salary employment. In total, program applicants in
North Carolina earned $20,926 in total earnings (self-employment plus wage/salary earnings) at
32 months after program entry.

Exhibit 20: Earnings Outcomes, 32 Months after Program Entry,
North Carolina GATE Il Applicants

All Applicants

Self-employment earnings 483 (2,923)
Wage/salary earnings 19,972 (28,018)
Total earnings 20,926 (28,672)

Note: Reported are sample means with standard deviations in parentheses.
Source: North Carolina follow-up survey.

Overall, the follow-up survey data show that 32 months after applying to the program, most
participants were employed, primarily in wage/salary jobs; that over one-third of applicants
had started their own business; and that over one-quarter were self-employed.

Ul Receipt Outcomes. Using North Carolina Ul claims data in the period, we produced measures
of an applicant’s Ul receipt in the 12-month period following the time of application. These
measures are presented in Exhibit 21. As shown, in the 12-month period after entering the
program, the average GATE Il applicant collected 23.9 Ul benefit weeks and $7,651 benefit
amounts. These figures show that program applicants continued to rely on the Ul program in
the 12-month period following their GATE Il application.

© As a result of non-response, earnings outcomes were available as follows: Self-employment earnings were
available for 772 applicants (66 percent of all applicants); wage/salary earnings for 684 applicants (58 percent);
and total earnings for 641 applicants (55 percent).
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Exhibit 21: Ul Receipt Outcomes, 12 Months After Entering the Program,
North Carolina GATE Il Applicants

All Applicants
Ul Weeks Collected 23.9 (19.7)
Ul Benefit Amounts Collected ($) 7,651 (7,418)

Note: Reported are sample means with standard deviations in parentheses.
Source: North Carolina Ul Claims Data.

Quarterly Earnings. Using North Carolina Wage Records from the third quarter of 2009 through
the first quarter of 2012, we measured quarterly earnings by all GATE Il applicants in North
Carolina for up to eight quarters after entering the program. Note that individuals in the study
sample applied for GATE Il participation from the second quarter of 2009 (Q2:2009) through
the second quarter of 2011 (Q2:2011). Given the timing of application and availability of wage
records, we can measure quarterly earnings following program entry as follows: Quarter 1-3
earnings for all 1,175 GATE Il applicants; Quarter 4 earnings for the 1,089 applicants who
entered GATE Il through Q1:2011; Quarter 5 earnings for the 990 applicants who entered GATE
Il through Q4:2010; and Quarter 6 earnings for the 903 applicants who entered GATE |l through
Q3:2010. By the same token, we measure earnings for up to 11 quarters after program entry
for individuals who entered GATE Il in Q2:2009. Due to the sample attrition caused by the
timing of the data, our analyses focus on Quarters 1-6 after program entry.

Exhibit 22 presents the quarterly earnings by program applicants in the six quarters after
program entry. As shown in the left column, the average applicant earnings in Quarter 1 after
program entry was $807. This average gradually increased over time; in Quarter 6, the average
applicant earned $2,298. These figures show that program applicants earned low quarterly
amounts in the state of North Carolina. This may be due to the fact that a large proportion of
applicants were not employed in a Ul-covered job after entry in the program. In fact, separate
analyses show that only 24 percent of all GATE Il applicants had positive earnings in Quarter 1,
a figure that gradually increased to 41 percent by Quarters 5-6. Notably, the latter proportion
approaches the proportion of applicants who reported in the follow-up survey that they were
employed in a salaried job 32 months after entering the program (51 percent).
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Exhibit 22: Quarterly Earnings After Entering the Program,

North Carolina GATE Il Applicants

‘ All Applicants  Employed Applicants
Quarterly Earnings After Entering the Program
Quarter 1 807 (2,148) 3,305 (3,263)
Quarter 2 1,222 (2,747) 4,150 (3,672)
Quarter 3 1,475 (3,272) 4,647 (4,631)
Quarter 4 1,748 (3,544) 4,996 (4,437)
Quarter 5 2,007 (3,617) 5,241 (4,151)
Quarter 6 2,298 (3,911) 5,578 (4,340)

Note: Reported are sample means with standard deviations in parentheses.
Source: North Carolina Ul Wage Records.

The right column of Exhibit 22 presents average quarterly earnings for “employed” applicants,
that is, applicants who had positive quarterly earnings. As shown, employed applicants earned
$3,305 in Quarter 1 after program entry, a figure that increased to $5,578 by Quarter 6. These
figures show that applicants who earned wages from a Ul-covered job had relatively high
earnings after entering the program, which increased over time.

5.2.5 Program Impacts

To estimate program impacts, we use a multivariate linear regression model, which compares
the outcomes between treatment and control group members, controlling for available
applicant characteristics, prior Ul receipt, and prior earnings. The regression model can be
expressed as follows:

Y=a-T+X:-b+PUl-c+PW-d+u

The dependent variable (Y) is the outcome of interest, and control variables include:

= T, atreatment indicator that equals one if the applicant was in the treatment group and
0 if the applicant was in the control group

= Xincludes a constant term and all available applicant characteristics

= PUI includes prior Ul receipt outcomes in the 12-month period prior to entering the
program

=  PW includes quarterly wage amounts earned in the four quarters prior to entering the
program

= U, azero-mean disturbance term
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The parameter of interest in this model is a, which is the regression-adjusted treatment effect
of the program on the outcome of interest. This model was estimated separately for all
outcomes of interest.™ The results of the impact analyses are presented below.

Program Impacts on Business Starts and Employment. Exhibit 23 presents the regression-
adjusted impacts of GATE Il on business starts and employment outcomes using data from the
follow-up survey.17 As shown, the regression-adjusted impact of GATE Il on the probability of
starting a new business following random assignment was 0.095 and was statistically significant
at the one-percent level. This result suggests that GATE Il led to a 9.5 percentage-point increase
in the likelihood of starting a new business after entering the program. Compared to the control
group mean (27 percent), this impact suggests that the program led to a 35-percent increase in
starting a new business after entering the program.

The program also led to a 7.4-percent increase in the probability of being self-employed at the
time of the follow-up survey (32 months after entering the program); compared to the control
group mean (27 percent), this impact translates to a 27-percent increase in self-employment.
These results show that the North Carolina GATE Il program was not only effective in helping
participants to start their own business but also to sustain that business and remain self-
employed for long periods after program entry.

Exhibit 23: Regression-adjusted GATE Il Impacts
on Business Starts and Employment, North Carolina

‘ Regression-adjusted Impact

Started a new business 0.095 (0.037)***
Self-employed 0.074 (0.035)**
Employed in a wage/salary job -0.032 (0.042)
Employed 0.017 (0.039)

Note: Reported are regression-adjusted treatment effects with standard errors in parentheses.
Source: North Carolina follow-up survey. Statistical significance: ** = at the five-percent level;
*** = at the one-percent level.

As shown in Exhibit 23, the program did not have a statistically significant impact on
employment in a wage/salary job or on employment overall. These results show that GATE Il
was effective in helping applicants start a new business after entering the program and in being
self-employed nearly three years later.

'® For outcomes constructed using the follow-up survey (Exhibits 5 and 6), attrition weights were used to ensure
that the estimation sample was representative of all GATE Il applicants. The process of constructing these weights
is described in Appendix C. Using attrition weights ensures that our impact estimates using data only from survey
respondents are representative of the results we would obtain if all applicants had responded to the survey. In
Appendix D, we show that the impact estimates are similar whether the attrition weights are used or not.

Y Full regression results for these and all regression models described in the report are presented in Appendix E.
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In addition to a linear regression model, we used a probit regression model to estimate
program impacts on the dichotomous outcomes presented in Exhibit 23. Probit-estimated
impacts (not shown) were statistically equivalent to those reported in Exhibit 23; thus, impact
estimates are not sensitive to the use of a linear regression model versus a probit regression
model.

Program Impacts on Earnings. Exhibit 24 presents the impacts of GATE Il on earnings outcomes
as reported by applicants in the follow-up survey. As shown, none of the estimated impacts are
statistically significant, indicating that GATE Il had no discernible impacts on participant self-
employment, wage/salary, or total earnings at 32 months following entry into the program.
This shows that GATE Il helped participants to start their own business and become self-
employed, but did not necessarily help them to earn higher earnings. In addition, GATE Il had
no impacts on salary employment and/or overall employment, and thus did not lead to any
positive impacts on salary and total earnings.

Exhibit 24: Regression-adjusted GATE Il Impacts
on Earnings, North Carolina

Regression-adjusted Impact

Self-employment earnings -22 (300)
Wage/salary earnings -2,093 (2,416)
Total earnings -1,445 (2,467)

Note: Reported are regression-adjusted treatment effects with standard errors in
parentheses. Source: North Carolina follow-up survey.

Program Impacts on Ul Receipt. Exhibit 25 presents the regression-adjusted program impacts
on the number of Ul weeks and Ul benefit amounts collected in the 12-month period after
entering the program. As shown, the estimated impact on Ul weeks collected was 1.3 weeks
but lacked statistical significance. Similarly, the estimated impact on Ul benefit amounts
collected was not statistically significant. These results provide no evidence that GATE Il was
effective in reducing the dependency of applicants on the Ul system. This is not an unexpected
finding, given the program’s not having any impacts on participants’ overall employment (self-
employment and/or salary employment).

Exhibit 25: Regression-adjusted GATE Il Impacts
on Ul Receipt Outcomes, North Carolina

Regression-adjusted Impact

Ul Weeks Collected 1.3(1.1)
Ul Benefit Amounts Collected ($) 344 (406)

Note: Reported are regression-adjusted treatment effects with standard errors
in parentheses.
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Program Impacts on Quarterly Earnings. Exhibit 26 presents the regression-adjusted program
impacts on quarterly earnings in the six quarters following program entry. As shown in the
exhibit, the program did not have any impact on quarterly wage amounts earned after entering
the program. These results are consistent with the results of the impact analyses on earnings,
using applicant responses to the follow-up survey.

Exhibit 26: Regression-adjusted GATE Il Impacts
on Quarterly Earnings, North Carolina

Regression-adjusted Impact

Quarterly Earnings After Program Entry
Quarter 1 -69 (142)
Quarter 2 -288 (184)
Quarter 3 -146 (221)
Quarter 4 -62 (250)
Quarter 5 180 (264)
Quarter 6 231 (299)

Note: Reported are regression-adjusted treatment effects with standard errors
in parentheses.

5.2.6 Summary of the Results

The North Carolina GATE Il program was designed to help rural, dislocated workers to start
their own businesses as a way to stimulate their reemployment. The program was successful in
attracting applicants who were unemployed, collected Ul for extended periods prior to entering
the program, and with limited self-employment experience. Analyses of program impacts based
on a follow-up survey conducted about 32 months after entering the program show that the
program was effective in helping participants start their own business in the 32-month period
following program entry and report to be self-employed at the time of the survey. However,
the program had no measurable impacts on overall employment or on participant earnings.
Moreover, impact analyses based on North Carolina Ul data and wage records show that the
program did not have any measurable impacts on Ul receipt in the 12 months after entering the
program or on quarterly earnings in the six-quarter period after entering the program. These
results suggest that GATE Il was effective in assisting rural, dislocated workers to start their own
business after entering the program and, importantly, remain self-employed nearly three years
after entering the program. However, the program was not effective in improving overall
employment and earnings.

5.3 Virginia GATE Il Impact Evaluation

The objective of the Virginia GATE Il program was to help older, dislocated workers get
reemployed through self-employment. This section presents the program’s impacts on the
post-program entry labor market outcomes of program participants. We first provide an
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overview of the data used for the analyses and the characteristics of GATE Il applicants. We
then provide tests to confirm that random assignment was done correctly, as well as
descriptive analyses of applicant outcomes. Finally, we present the results of the impact
analyses and a discussion of the main findings.

5.3.1 Data Overview
The impact study of the Virginia GATE Il program relied on the data sources described below.

PTS Data. Virginia used a PTS to gather information on applicant characteristics at the time of
application, including socioeconomic characteristics, employment and income, and self-
employment experience, business background, and access to credit.

Follow-Up Survey. IMPAQ implemented a survey of treatment and control group members at
approximately 24 months after entering the program. The survey was completed by 336
Virginia GATE Il applicants, for an overall response rate of 77 percent. Notably, the overall
response rate varied significantly between treatment and control group members. In particular,
the survey response rate was 83 percent for treatment group members (180 respondents) and
72 percent for control group members (156 respondents); a t-test shows that this difference
was statistically significant at the one-percent level. This disparity raises concerns about survey
non-response bias, an issue that is discussed in detail in Section 5.3.3.

Virginia Ul Claims Data. The Ul claims data provided information on the number of Ul weeks
and benefit amounts collected by GATE Il applicants from January 2008 through June 2012.
These data are used to measure applicants’ Ul receipt in the 12-month period prior to and in
the 12-month period after entering the program.

Virginia Wage Records. The wage records provided information on the earnings of GATE Il
applicants in North Carolina from Quarter 1, 2007 (Q1:2007) through Quarter 2, 2012
(Q2:2012). These data are used to measure earnings in the four quarters prior to and in the six
quarters after entering the program.

These data were used as follows: The PTS data were used to examine applicant characteristics,
test if random assignment was done correctly, and as control variables in the impact models.
Survey data were used to estimate program impacts on key employment outcomes 24 months
after entering the program. Virginia Ul claims and age records were used to examine applicants’
prior Ul receipt and wage outcomes, and to estimate program impacts on Ul receipt and
earnings following program entry.

5.3.2 Characteristics of Program Applicants
Socioeconomic Characteristics. As shown in Exhibit 27, 435 individuals applied for and were

deemed eligible for program participation, which shows that the program was not as successful
as the North Carolina program in attracting a high number of applicants. The relatively low
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number of Virginia GATE Il applicants has important implications for the impact study, since the
study would detect statistically significant impacts only if actual impacts were very large. For
example, power analyses indicate that, based on a sample size of 435 applicants, the impact on
the likelihood of self-employment would need to be at least 10 percentage points to feel
confident that the study will detect the impact with a five-percent statistical significance level
and 80 percent power. Thus, unless the actual impacts are large, it would not be surprising if
the impact study does not yield statistically significant impact estimates.

Exhibit 27: Characteristics of Virginia GATE Il Applicants

Total All Applicants
435 (100%)
Socioeconomic Characteristics
Gender
Male 215 (49%)
Female 220 (51%)
Race
White 223 (51%)
Black 179 (41%)
Other Race 33 (8%)
Age Group
45-54 Years 219 (50%)
55+ Years 216 (50%)
Education
No High School Diploma 4 (1%)
High School Diploma 45 (10%)
Some College or Associate Degree 129 (30%)
College Degree 257 (59%)

Household Characteristics
Married
Never Married

219 (50%)
103 (24%)

Household Income
Less than $10,000
$10,000-$24,999
$25,000-$49,999
$50,000-$74,999
$75,000+

Household Size 2.6 (1.6)
Other Characteristics

Disabled 14 (3%)

Born in the U.S. 434 (99%)

Employment and Income

76 (17%)
58 (13%)
134 (31%)
61 (14%)
106 (24%)

Employment Status
Unemployed
Employed in Salary Job
Self-employed

331 (76%)
30 (7%)
74 (17%)

Health Insurance

273 (63%)

Note: Reported is the number of applicants with sample proportions in parentheses; for household size,
reported is the sample mean with standard deviation in parentheses. Source: PTS Data.
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The 435 applicants were about equally split between male (49 percent) and female (51 percent)
applicants and between white (51 percent) and nonwhite applicants (49 percent; this includes
black and other race). All applicants were at least 45 years old, which was the program’s target
population, with half of all applicants in the 45-54 years old range. Interestingly, nearly nine in
every ten applicants had some college education — 30 percent attended college or had an
associate degree, and 59 percent had a college degree. Exhibit 27 also shows that half the
applicants were married at the time of application, with an average household size of 2.6
persons.

Nearly three-quarters of applicants reported being unemployed at the time of application,
seven percent were employed in a salaried job, and 17 percent were self-employed. The
household income distribution shows that 70 percent of applicants had household income of at
least $25,000 upon entering the program, whereas about one-quarter of applicants had a
household income of at least $75,000. Finally, 63 percent of Virginia applicants had health
insurance.

Self-Employment Experience, Business Background, and Access to Credit. As shown in Exhibit
28, 44 percent of applicants had prior self-employment experience (including the 17 percent
who were self-employed upon entering the program). The majority of applicants (85 percent)
reported they had managerial experience; more than half had more than five years of
experience. As shown in the exhibit, only 41 percent of applicants had good credit history at the
time of application, which indicates that they would probably not have easy access to credit for
supporting their business. At the same time, 56 percent of applicants reported that an
immediate family member was working to financially support their pursuit of starting their own
business.

IMPAQ International Page 52 GATE Il Evaluation Final Report



Exhibit 28: Self-employment Experience, Business Background,
and Access to Credit, Virginia GATE Il Applicants

All Applicants
Total
435 (100%)

Self-employment Experience 192 (44%)
Has Management Experience 369 (85%)
Years of Management Experience

No Experience 66 (15%)

Less than 1 Year 37 (9%)

1-5 Years 98 (23%)

More than 5 Years 234 (54%)
Credit History

No/Bad Credit History 93 (22%)

Average 165 (38%)

Good 177 (41%)
Family Supports Effort 340 (78%)
Family Member Works to Support Effort 243 (56%)

Note: Reported is the number of applicants with sample proportions in parentheses;
Source: PTS Data.

Prior Ul Receipt and Quarterly Earnings. As shown in Exhibit 29, the majority of GATE Il
applicants were collecting Ul at program entry: 23 percent were collecting regular Ul, 32
percent were collecting EUC, and eight percent were collecting EB. The fact that 40 percent of
applicants were collecting EUC or EB indicates that they exhausted regular Ul at some point
prior to entering GATE Il. In fact, in the 12-month period prior to entering the program, the
average applicant collected 18.8 benefit weeks and $6,714 benefit amounts, which confirms
that the program attracted applicants who depended on Ul for long periods.
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Exhibit 29: Prior Ul Receipt and Quarterly Earnings,
Virginia GATE Il Applicants

All Applicants
Total
435 (100%)
Ul Receipt at Program Entry™
Regular Ul 98 (23%)
EUC 140 (32%)
EB 34 (8%)
Not Collecting Ul 163 (37%)
Ul Receipt, 12 Months Prior to Entry into the Programt
Ul Weeks Collected 18.8 (18.5)
Benefit Amounts Collected (S) 6,714 (6,970)
Quarterly Earnings ($), Prior to Entry into the Programt+t
Quarter 4 7,179 (12,120)
Quarter 3 6,680 (12,909)
Quarter 2 5,654 (11,205)
Quarter 1 4,610 (13,919)
Total, Quarters 1-4 24,122 (39,038)

Note: For Ul receipt at program entry, reported are the number of applicants with
sample proportions in parenthesis; for prior Ul receipt and prior quarterly earnings,
reported are sample means with standard deviations in parentheses. Source: t= Virginia
Ul Claims Data; t1= Virginia Wage Records.

Exhibit 29 also shows that the average applicant earned $7,179 in Quarter 4 prior to entering
the program, which gradually declined to $4,610 in Quarter 1. In total, the average recipient
earned $24,122 in the four quarters prior to entering the program.

5.3.3 Treatment and Control Group Equivalence

The 435 Virginia GATE Il applicants were randomly assigned with equal probability to the
treatment and the control group. As a result, 218 (50 percent) were assigned in the treatment
group and 217 (50 percent) were assigned in the control group. To confirm that random
assignment was done correctly, we calculated treatment-control differences in characteristics
and used t-tests to assess their statistical significance.

Exhibit 30 shows that, with the exception of very few variables, there were no statistically
significant treatment-control differences in characteristics. Nonetheless, there were a small
number of significant differences. For example, male applicants were 10 percent more likely
than female applicants to be assigned to the treatment group. Moreover, applicants with no
more than a high school diploma were five percent more likely than the remaining applicants to
be in the treatment group, and those employed in a salaried job were five percent less likely to
be in the treatment group. While these significant differences are not negligible, they do not
constitute evidence that random assignment was unsuccessful. This is supported by separate
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analyses (not shown) which indicate that there were no significant treatment-control
differences in self-employment experience, prior Ul receipt, and prior quarterly earnings.

Exhibit 30: Treatment-Control Differences in Characteristics, Virginia

Treatment Group

Control Group

Total 218 217 Difference

Socioeconomic Characteristics
Gender

Male 0.56 0.46 .10 [.O5]**

Female 0.46 0.56 -.10[.05]**
Race

White 0.51 0.51 .00 [.05]

Black 0.40 0.42 -0.02 [0.05]

Other Race 0.09 0.06 0.03 [0.03]
Age Group

45-54 Years 0.49 0.51 -0.02 [0.05]

55+ Years 0.51 0.49 0.02 [0.05]
Education

No High School Diploma 0.01 0.01 -0.00 [0.01]

High School Diploma 0.08 0.13 0.05 [0.03]*

Some College or Associate Degree 0.32 0.28 0.04 [0.04]

College Degree 0.60 0.59 0.01 [0.05]
Household Characteristics

Married 0.52 0.48 0.04 [0.05]

Never Married 0.22 0.25 0.03 [0.04]

Household Size 2.6 2.6 0.00 [0.20]
Other Characteristics

Disabled 0.03 0.04 -0.01 [0.02]

Born in the U.S. 1.00 1.00 -0.00 [0.01]

Household Income

Employment and Income

Less than $10,000 0.17 0.18 -0.01 [0.04]
$10,000-$24,999 0.15 0.12 0.03 [0.03]
$25,000-$49,999 0.30 0.32 -0.02 [0.04]
$50,000-574,999 0.13 0.15 -0.02 [0.03]
$75,000+ 0.26 0.23 0.03 [0.04]
Employment Status
Unemployed 0.78 0.75 0.03 [0.04]
Employed in Salary Job 0.04 0.09 -0.05 [0.02]*
Self-Employed 0.18 0.16 0.02 [0.04]
Ul Benefits
Currently on Ul 0.72 0.73 -0.01 [0.04]
Ul Weeks Collected in Past Year 17.5 16.1 1.4[1.7]
Has Health Insurance 0.62 0.64 -0.02 [0.05]

Note: Reported is the sample mean; the right column reports treatment-control group differences in means
with standard errors in brackets. Statistical significance: **= at five-percent level, *= at 10-percent level.

Source: PTS Data.
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To provide additional evidence that random assignment was successful, we estimated a linear
regression model, where the dependent variable is the probability of being in the treatment
group and control variables include all characteristics presented in Exhibit 30. Results,
presented in Appendix B, Table B.1, show that the only estimated parameters that were
statistically significant was male and family supports effort. However, an F-test that tests the
hypothesis that all estimated parameters are equal to zero yielded a p-value of 0.5450; thus,
the hypothesis could not be rejected, which means that there were no overall treatment-
control differences in characteristics. Based on these results, we conclude that random
assignment was done correctly.

In addition to examining the baseline equivalence in characteristics between the treatment and
the control groups, it is important to test if this equivalence remained intact for survey
responders. This is particularly important for Virginia, since treatment group members were
much more likely than control group members to respond to the follow-up survey (83 percent
versus 72 percent). To assess treatment-control differences in characteristics among survey
respondents, we estimated the model outlined above for survey respondents only. Results,
presented in Appendix B, Table B.2, show that only two parameters are statistically significant.
F-test results to test the hypothesis that all estimated parameters are equal to zero yielded a
0.5538 p-value, confirming that treatment and control survey respondents were identical in
terms of their observed characteristics. These analyses show that differences in survey
response did not cause an imbalance in the characteristics of treatment and control group
respondents.

The above results alleviate to some extent the concerns about survey non-response bias caused
by a treatment-control imbalance in survey respondent characteristics that are correlated with
the outcome of interest. However, some concerns remain because of the important treatment-
control disparity in survey response rates. For example, if there is a positive relationship
between survey response and post-program success and that relationship differs between
treatment and control group members in a way that makes treatment group members more
likely to respond to the survey, then impact estimates for survey outcomes would be biased in
favor of the program. However, the results of our tests show that attrition did not differ
between the treatment and the control group based on observable characteristics.

5.3.4 Applicant Post-random Assignment Outcomes
Using available data, we produced measures of outcomes in the period following application to
the program. These outcomes, which are similar to those produced for the North Carolina

analyses, are described below.

Follow-up Survey Outcomes. Using the data collected from the follow-up survey, we produced
the same employment and earnings outcome measures that were produced for North
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Carolina.”® As with North Carolina, not all 336 Virginia survey respondents answered the
guestions needed to construct each outcome; as a result, not all survey outcomes are available
for all respondents. Exhibits 31 and 32 summarize employment measures for Virginia GATE |l
applicants who responded to the survey and provided answers to the questions needed to
construct each outcome.*

Exhibit 31 shows that in the 24-month period after program entry, 35 percent of applicants had
started a new business and 30 percent were self-employed. In terms of employment, 55
percent of applicants were employed in a wage/salaried job, nearly double the proportion that
was self-employed. About three-quarters of all applicants were employed in some capacity.

Exhibit 31: Employment Outcomes, 24 Months after Program Entry,
Virginia GATE Il Applicants

All Applicants

Started a new business 0.35(0.48)
Self-employed 0.30(0.46)
Employed in a wage/salary job 0.55 (0.50)
Employed 0.75 (0.43)

Note: Reported are sample means with standard deviations in parentheses.
Source: Virginia follow-up survey

Exhibit 32 presents earnings outcomes for Virginia GATE Il applicants who responded to the
survey and answered the questions needed to construct each outcome.?® As shown, Virginia
applicants earned significantly more in wage/salaried jobs than from self-employment On
average, applicant’s self-employment earnings were only $520 from self-employment at 24
months after program entry. In comparison, program applicants earned $29,354 from wage
and salary jobs and $30,999 in total earnings.

'® One difference between Virginia and North Carolina is that the Virginia survey was conducted 24 months after
entry into the program, while the North Carolina survey was conducted 32 months after.

¥ As a result of non-response, employment outcomes were available as follows: started a new business was
available for 333 applicants (77 percent of all applicants); self-employed for 334 applicants (77 percent); employed
in a wage/salary job for 334 applicants (77 percent); and employed for 336 applicants (77 percent).

% As a result of non-response, earnings outcomes were available as follows: self-employment earnings was
available for 320 applicants (74 percent of all applicants); wage/salary earnings for 251 applicants (58 percent);
and total earnings for 242 applicants (56 percent).
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Exhibit 32: Earnings Outcomes, 24 Months after Program Entry,
Virginia GATE Il Applicants

‘ All Applicants

Self-employment earnings 520 (3,361)
Wage/salary earnings 29,354 (43,412)
Total earnings 30,999 (43,804)

Note: Reported are sample means with standard deviations in parentheses.
Source: Virginia follow-up survey

Ul Receipt Outcomes. Using Virginia Ul claims data in the period, we produced measures of
applicants’ Ul receipt in the 12-month period following application. As shown in Exhibit 33,
Virginia GATE Il applicants collected an average of 16.5 Ul weeks and $5,594 of benefits in the
12-month period after entering the program. These figures show that program applicants relied
to some extent on Ul over that period.

Exhibit 33: Ul Receipt Outcomes, 12 Months After Program Entry,
Virginia GATE Il Applicants

All Applicants
Ul Weeks Collected 16.5(17.7)
Ul Benefit Amounts Collected ($) 5,594 (6,410)

Note: Reported are sample means with standard deviations in parentheses.
Source: Virginia Ul Claims Data

Quarterly Earnings. Program applicants entered the Virginia GATE Il program from Q3:2009
through Q2:2011. We can thus use Virginia wage records for the period Q4:2009 through
Q2:2012 to measure quarterly earnings following entry into the program, as follows:

= Quarter 1-4 earnings for all 435 GATE Il applicants
= Quarter 5 earnings for the 380 applicants who entered GATE Il through Q1:2011
= Quarter 6 earnings for the 300 applicants who entered GATE Il through Q4:2010

As shown in the left column of Exhibit 34, the average applicant earned $2,146 in Quarter 1
after entering the program, a figure that gradually increased over time. By Quarter 6, the
average applicant earned $4,802. The right column presents average earnings for employed
applicants — applicants who had positive earnings in each quarter. As shown, those employed
earned $6,223 in Quarter 1, which increased to $10,075 by Quarter 6 after entering the
program. These figures show that, conditional on employment, applicants received relatively
high earnings in the six-quarter period after entering the program.
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Exhibit 34: Quarterly Earnings After Entering the Program,
Virginia GATE Il Applicants

All Applicants Employed Applicants

Quarterly Earnings After Entering the

Program
Quarter 1 2,146 (5,133) 6,223 (7,155)
Quarter 2 3,333 (6,645) 7,967 (8,293)
Quarter 3 3,965 (8,044) 8,372 (9,995)
Quarter 4 4,241 (7,267) 8,955 (8,329)
Quarter 5 4,557 (7,802) 9,674 (8,936)
Quarter 6 4,802 (8,255) 10,075 (9,487)

Note: Reported are sample means with standard deviations in parentheses.
Source: Virginia Ul Wage Records.

5.3.5 Program Impacts

To estimate program impacts, we use the same multivariate linear regression model used to
estimate North Carolina program impacts. The model can be expressed as follows:

Y=a'T+X:-b+PUl-c+PW-d+u

The dependent variable (Y) is the outcome of interest and control variables include:

« T, atreatment indicator that equals one if the applicant was in the treatment group and
0 if the applicant was in the control group

- Xincludes a constant term and all available applicant characteristics**
= PUlincludes prior Ul receipt outcomes in the 12-month period prior to program entry
»  PW includes quarterly wage amounts earned in the four quarters prior to program entry

= U, azero-mean disturbance term.

The parameter of interest is a, which is the regression-adjusted treatment effect of the
program. The model was estimated separately for each outcome of interest, and attrition
weights were used for outcomes based on the follow-up survey.22 The impact analyses results
are presented below.

?! Inclusion of these variables ensures that we control for the observed differences in the probability of treatment
group assignment based on observed characteristics.

” The process of constructing these weights is described in detail in Appendix C. In Appendix D, we show that the
impact estimates are similar whether the attrition weights are used or not.
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Program Impacts on Self-Employment Outcomes. Exhibits 35 and 36 present the regression-
adjusted impacts of Virginia’s GATE Il program on employment and earnings outcomes based
on data from the follow-up survey.”®

As shown in Exhibit 35, the estimated parameter for starting a new business is 0.111 and was
statistically significant at the 10-percent level. This result suggests that the Virginia GATE Il
program was effective in helping participants start their own business in the 24-month period
following program entry. Compared to the control group mean (29 percent), this impact
translates to a 38-percent increase in new business starts. On the other hand, there were no
statistically significant impacts on being self-employed at the time of the survey, which suggests
that treatment and control group members were equally likely to be self-employed at 24
months after program entry. Similarly, we do not observe any statistically significant impacts on
employment in a wage/salary job or overall employment. These results show that while the
program was effective in helping participants start their own business following program entry,
it was not effective in improving the probability that they remained self-employed at 24 months
after program entry. In other words, the program was effective in helping participants jump-
start their self-employment pursuit by starting their own business, but was less effective in
helping them to remain self-employed for long periods after program entry.

Exhibit 35: Regression-adjusted GATE Il Impacts
on Employment, Virginia

Regression-Adjusted Impact

Started a business 0.111 (0.058)*
Self-employed 0.040 (0.049)
Employed in a wage/salaried job -0.001 (0.057)
Employed 0.001 (0.050)

Note: Reported are regression-adjusted treatment effects with standard errors in
parentheses. Source: Virginia follow-up survey.

To confirm these results, we also estimated program impacts using a probit regression model.
These results (not shown) yielded impact estimates that were statistically equivalent to those
reported in Exhibit 35, which confirms that the reported impact estimates are robust to the
choice of the statistical model used to estimate impacts.

As indicated in Exhibit 36, estimated program impacts on participant self-employment earnings,
wage/salary earnings, and total earnings bear negative signs but are not statistically significant.
These results show that the Virginia GATE Il program had no measurable impacts on participant
earnings at 24 months after program entry.

2 Full regression results for these and all regression models described in the report are presented in Appendix E.
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Exhibit 36: Regression-adjusted GATE Il Impacts
on Earnings Outcomes, Virginia

‘ Regression-adjusted Impact

Self-employment earnings -435 (371)
Wage/salary earnings -7,400 (5,248)
Total earnings -8,351 (5,344)

Note: Reported are regression-adjusted treatment effects with standard errors in
parentheses. Source: Virginia follow-up survey. Statistical significance: *= at the 10 percent
level.

Program Impacts on Ul Receipt. Exhibit 37 presents the regression-adjusted program impacts
on the number of Ul weeks and Ul benefit amounts collected in the 12-month period following
program entry. The treatment parameter was 1.4 weeks for Ul weeks collected and $327 for Ul
benefit amounts collected. Both lacked statistical significance, which suggests that the program
did not help recipients reduce their dependency on Ul following program entry and, thus, did
not lead to any savings for the Ul program. This finding is consistent with the fact that the
program did not lead to positive impacts on overall employment.

Exhibit 37: Regression-adjusted GATE Il Impacts
on Ul Receipt Outcomes, Virginia

All Applicants
Ul Weeks Collected 1.4(1.1)
Ul Benefit Amounts Collected ($) 327 (406)
Note: Reported are regression-adjusted treatment effects with standard errors in
parentheses.

Program Impacts on Quarterly Earnings. Exhibit 38 presents the regression-adjusted impacts
on quarterly earnings in the six quarters following entry into the program. As can be seen, there
were no statistically significant differences in quarterly earnings in the six-quarter period
following entry into the program. These results not consistent with the results of the impact
analyses of participant earnings reported in the follow-up survey.
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Exhibit 38: Regression-adjusted GATE Il Impacts
on Quarterly Earnings, Virginia

‘ Regression-adjusted Treatment Effect

Quarterly Earnings After Entry into the

Program
Quarter 1 -72 (142)
Quarter 2 -292 (185)
Quarter 3 -148 (221)
Quarter 4 -63 (250)
Quarter 5 175 (265)
Quarter 6 232 (300)

Note: Reported are regression-adjusted treatment effects with standard errors in parentheses.
5.3.6 Summary of the Results

In Virginia, GATE Il was designed to help older workers return to employment by supporting
their efforts to pursue self-employment. The program primarily attracted older dislocated
workers who were highly educated, had relatively extensive self-employment or managerial
experience, and had relatively high household incomes. Our analyses provide evidence that the
program was effective in helping participants to start their own business following program
entry. However, this impact did not translate into significant gains in self-employment at 24
months after program entry, which suggests that the program was not successful in helping
them remain self-employed for long periods after program entry. Moreover, there are no
measurable impacts on participant self-reported earnings at 24 months after program entry,
and on Ul receipt and quarterly earnings.

On the surface, these results suggest that the Virginia GATE Il program was not as effective as
the North Carolina program for older, dislocated workers interested in self-employment. We
should note, however, that the Virginia program attracted a relatively low number of applicants
(435 applicants). So, the fact that the program had an impact on starting a new business but not
on remaining self-employed could be due to that the Virginia sample could only detect a
statistically significant impact on self-employment if that impact was relatively large.?* Thus, the
fact that we do not find an impact on self-employment is consistent with two explanations:

» The program truly had no impact on self-employment, or

= The sample was not sufficiently large to detect an impact.

* For example, power analyses show that in order for this study to detect Virginia GATE Il impacts, the actual
impacts would have to be at least 10 percentage points on self-employed. The estimated parameter for self-
employed in Exhibit 35 is only four percentage points; if this was the true program impact, it would be impossible
to detect with the available sample size in this study.
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5.4 Subgroup Analyses

The impact study for North Carolina produced different results than the impact study for
Virginia. In North Carolina, GATE Il was effective in promoting new business starts and self-
employment, but had no impacts on the remaining labor market outcomes. These results show
that self-employment training was effective in promoting self-employment for rural dislocated
workers.

The overall impact estimates presented above could potentially mask underlying program
impacts on key subgroups. For example, if it is true that GATE Il was not effective for promoting
self-employment for workers 45 years old or older (as the Virginia results suggest), then the
North Carolina program impact results may indicate a similar result. Furthermore, if we find
that the program in North Carolina was also not effective in promoting self-employment for
older workers as the Virginia results suggest, then the overall positive impacts in North Carolina
must be driven by the fact that the program was highly effective for workers less than 45 years
old.

It is also possible that GATE Il was more effective for dislocated workers with low education
and/or no prior self-employment experience, who may not have a strong understanding of
what it takes to start and operate a new business and thus are more likely to benefit from the
program. If this conjecture is true, then the impacts on self-employment in North Carolina may
result from the program’s having served a high proportion of low-education and inexperienced
workers.

To investigate the results presented above and assess whether GATE Il was indeed more
effective for some subgroups (e.g., younger workers), we conducted additional subgroup
analyses of program impacts using the North Carolina sample.25 The results of these analyses
are summarized below.

5.4.1 Program Impacts by Age

As described above, applicants to the GATE Il programs in North Carolina and Virginia varied in
several respects. The most notable difference was that the Virginia program, by design,
attracted only older workers (45 years old or older), while North Carolina attracted both older
and younger workers (less than 45 years old). To explore whether North Carolina program
impacts differed by participant age, we estimated a modified version of the main multivariate
regression model:

Y=ayT+a,(T-YOUNG)+X-b+PUl-c+PW-d+u

% Due to small sample sizes, subgroup analyses for Virginia did not produce any meaningful results and, thus, are
excluded from the discussion.
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The terms in the model are the same as the ones we used to estimate the overall results, with
the exception that this model includes the term (T - YOUNG), which equals 1 if the applicant
was in the treatment group and younger than 45 years old. Adding this term to the regression
model allows the treatment effect to differ between older workers (45 years old or older) and
younger workers (less than 45 years old). In particular, there are two parameters of interest:

*  Qy, the regression-adjusted impact of the program on older workers

»  agy + a4, the regression-adjusted impact of the program on younger workers.
Exhibit 39 presents the impact estimates for these terms.

Exhibit 39: Regression-adjusted Impact Estimates, by Age, North Carolina

Less than 45 Years Old 45+ Years Old

ay + aq (1 4))
Started a New Business 0.122 (0.054)** 0.073 (0.051)
Self-employed 0.102 (0.051)* 0.052 (0.047)
Employed in a Wage/Salary Job 0.003 (0.065) -0.060 (0.055)
Employed 0.084 (0.063) -0.035 (0.050)
Total Earnings -361 (3,931) -2,263 (3,164)

Note: Reported are regression-adjusted treatment effects with standard errors in parentheses.
Source: North Carolina follow-up survey. **= Statistically significant at the five-percent level.

As shown in Exhibit 39, the North Carolina program was only effective for workers who were
less than 45 years old. In particular, the program led to significant impacts on the probability of
starting a new business (12.2 percentage points) and self-employment (10.2 percentage points)
for younger workers. On the other hand, none of the impacts were statistically significant for
older workers. These results show that the North Carolina program’s overall impacts on starting
a business after program entry and being self-employed at 32 months after program entry were
driven by younger participants. Moreover, the lack of impact on self-employment for older
workers is consistent with the results found for Virginia. These results show that the GATE Il
program was effective in promoting self-employment for younger dislocated workers but did
not show statistically significant impacts for older dislocated workers.

5.4.2 Program Impacts by Other Characteristics

In addition to testing for age differences in program impacts, we used a similar approach as the
one described above to examine whether the North Carolina GATE |l program had differential
impacts based on gender, race, education, employment status, prior self-employment
experience, and other characteristics. Our analyses yielded statistically significant effects based
on prior self-employment experience but not based on any other characteristic.

Exhibit 40 presents the North Carolina regression-adjusted impact estimates based on prior
self-employment experience. The results clearly show that the impacts of GATE Il in North
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Carolina were greatest for individuals who entered the program with no prior self-employment
experience. For this group, GATE Il increased the likelihood of starting a business by 14.3
percentage points and the likelihood of being self-employed at 32 months after program entry
by 10.7 percentage points. In contrast, GATE Il had no effect on participants who entered the
program with prior self-employment experience.

These results suggest that part of the reason we do not observe impacts in Virginia is because a
greater proportion of the target population entered the program with some experience with
self-employment. In Virginia, 44 percent of applicants had prior self-employment experience,
compared to 31 percent of North Carolina applicants.

Exhibit 40: Regression-adjusted Impact Estimates,
by Prior Self-employment Experience, North Carolina

No Prior Self-employment With Prior Self-
Experience employment Experience

Started a New Business 0.143 (0.040)*** -0.019 (0.079)
Self-employed 0.107 (0.039)*** -0.003 (0.068)
Employed in a Wage/Salary Job -0.053 (0.051) 0.011 (0.073)
Employed 0.045 (0.048) -0.042 (0.067)
Total Earnings -2,746 (3,036) 1,291 (4,099)

Note: Reported are regression-adjusted treatment effects with standard errors in parentheses.
Source: North Carolina follow-up survey. Statistical significance: *** = at the one-percent level

The above results demonstrate that the North Carolina GATE Il impacts accrued largely to
participants who were younger and entered the program with no prior self-employment
experience. In contrast, we found no evidence that program impacts varied based on age, race,
education, and other characteristics. As a way to tease out the relative importance of age and
self-employment experience, we further refined the regression models to include two
interaction terms based on participant age and prior self-employment experience.

Exhibit 41 presents the results from a model that includes treatment interactions for age and
prior self-employment experience. Results show that the North Carolina program had
significant impacts for workers with no prior self-employment experience but no impacts for
workers with prior self-employment experience. Moreover, there were no significant impacts
based on participant age. These results show that entering the program with no self-
employment experience versus entering the program with self-employment experience had a
relatively greater influence on the impact of GATE Il than the influence of being less than 45
years old versus being 45 years old or older.
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Exhibit 41: Regression-adjusted Impact Estimates
by Age and Prior Self-employment Experience, North Carolina

Started self- Employed in a Total
a New emploved Wage/Salary  Employed Earnings
Business ploy Job &
-0.004 0.020 0.055 0.027 2,590
Less than 45 Years Old (0.094) (0.085) (0.092) (0.088) (6,017)
No Prior Self-employment Experience 0.1347* 0.093* "0.086 -0.006 -3,797
ploy P (0.055) (0.053) (0.064) (0.059) (4,046)

Note: Reported are regression-adjusted treatment effects with standard errors in parentheses. Source: North
Carolina follow-up survey. Statistical significance: ** = at the five-percent level; * = at the10-percent level.

5.4.3 Summary of Subgroup Analysis

The subgroup impact analyses presented above provide additional insights as to why the
impact analyses of the North Carolina program vyielded different results than the impact
analyses of the Virginia program. Subgroup analyses of North Carolina GATE Il show that the
program was effective in promoting new business starts and self-employment for younger
workers (those less than 45 years old).

Additional analyses suggest that program impacts varied based on participants’ prior self-
employment experience but not based on other characteristics. Participants with no prior self-
employment experience were much more likely to start their own business and be self-
employed at 32 months after program entry, as a result of program participation. These results
provide an additional explanation for the lack of impacts on self-employment in Virginia, which
served higher proportions of workers with prior self-employment experience relative to North
Carolina. Overall, the subgroup analyses show that self-employment training may be much
more effective for younger inexperienced workers.
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6. CONCLUSION

In 2008, DOL awarded GATE Il grants to Alabama, Minnesota, North Carolina, and Virginia to
provide self-employment training to rural and older dislocated workers interested in pursuing
self-employment. Alabama and North Carolina used the grant to provide self-employment
training to rural dislocated workers; Minnesota and Virginia used the grants to provide self-
employment training to older workers. To assess the effectiveness of these programs, DOL
asked states to design their programs as experiments, with a random assignment process
determining which applicants would receive services (treatment group) and which would not
receive services (control group). North Carolina and Virginia successfully implemented random
assignment of program applicants and, thus, are the focus of the impact study.

The objective of this evaluation was to examine the effectiveness of the North Carolina and
Virginia GATE Il programs in improving the labor market outcomes of rural and older dislocated
workers, respectively. Using participant survey and state administrative data, we examined the
impact of the North Carolina and Virginia GATE Il program in participant labor market outcomes
following entry into the program, including new business starts, self-employment, overall
employment, self-employment earnings, wage and salary earnings, and Ul receipt.

In North Carolina, we found that GATE Il was effective in helping rural dislocated workers