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ABSTRACT

The North American Free Trade Agreement (NAFTA) Implementation Act (P.L. 103-
182) authorizes states to establish self-employment assistanceé (SEA) programs for unemployed
workers. As of the end of 1994, five states (California, Connecticut, Maine,v New York and
Rhode Island) have enacted enabling legislation to implement SEA programs for the unemployed.
The main parameters of SEA programs were tested in two experimental demonstrations
sponsored by the U.S. Department of Labor (DOL). The Washington State and Massachusetts
Unemployment Insurance Self-Employment Demonstrations evaluated the ability of the U.S.
employment security and economic development systems to work together and help
Unemployment Insurance (UI) recipients create their own jobs by starting businesses.
Preliminary results from these two demonstrations indicated that SEA is a viable reemployment
option for some portion of the unemployed. Moreover, preliminary results suggested that the
Massachusetts model, was likely to be a cost-effective approach for providing SEA to Ul
claimants. These early results were cited in the decision to authorize SEA for a five-year
period.
- In this report, we present the final impact estimates of the Washington and Massachusetts
Ul Self-Employment Demonstrations. These final results largely reinforce the earlier
preliminary findings and underscore the conclusion that SEA is a viable policy tool to promote
the rapid reemployment of unemployed workers. The cumulative evidence from the preliminary
and final evaluations suggests that SEA should be permanently incorporated into the U.S.

employment security and economic development system.
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EXECUTIVE SUMMARY

The North American Free Trade Agreement (NAFTA) Implementation Act (P.L. 103-
182) authorizes states to establish self-employment assistance (SEA) programs for unemployed
workers. As of the end of 1994, five states (California, Connecticut, Maine, New York and
Rhode Island) have enacted enabling legislation to implement SEA programs for the unemployed.

The main parameters of SEA programs were tested in two experimental demonsfrations
sponsored by the U.S. Department of Labor (DOL). The Washington State and Maésachusetts
Unemployment Insurance Self-Employment Demonstrations evaluated the ability of the U.S.
employment security and economic development systems to work together and help
Unemployment Insurance (UI) recipients create their own jobs by starting businesses.
Preliminary results from these two demonstrations indicated that SEA is a viable reemployment
option for some portion of the unemployed. Moreover, preliminary results suggested that the
Massachusetts model, was likely to be a cost-effective approach for providing SEA to Ul
claimants. These early results were cited in the decision to authorize SEA for a five-year
period.

In this report, we present the final impact estimates of the Washington and Massachusetts
Ul Self-Employment Demonstrations. - These final results largely reinforce the earlier
preliminary findings and underscore the conclusion that SEA is a viable policy tool to promote
the rapid reemployment of unemployed workers. The cumulative evidence from the preliminary
and final evaluations suggests that SEA should be permanently incorporated into the U.S.

employment security and economic development system.
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THE UI SELF-EMPLOYMENT DEMONSTRATIONS

"The programs discussed in this report -- the Washington State Self-Employment ahd
Enterprise Development (SEED) Project and the Massachusetts Enterprise Projeqt- -- are the first
two federally-sponsored self-employment demonstration programs designed to assist unemployed
workers in the United States. Collectively, they are known as the Unemployment Insurance (UI)
| Self-Employment Demonstmﬁons. Abt Associates _Inc,.'and' Battelle Memoria:i Institute designed ,»

and evaluated these experimental demonstrations,

Demonstration Design :

A classical éxperimental design was developed to rigorously evaluate pfogram
effectiveness. Applicants to the demonstration were randomly assigned either to a treatment
group, which was eligible to receive all program services, or to a control group, which was not
eligible to receive program services, but remained eligible for regular UI benefits.

To promote early intervention, both the Massachusetts and the Washington projects
targeted new UI claimants. Both excluded persons filing interstate claims, claimants who were
employer-attached (i.e., on standby to return to their former employer), and élaimants under 18
years of age. , o |

While there were some minor differences in program design between the two
demonstrations, a key design difference resulted from the authorizing legislation for the
Massachusetts demonstration (Section 9152 of the Omnibus Budget Reconciliation Act of 1987).
The legislation required that the demonstration program focus on UI claimants who were likely
to exhaust their UT benefits. To implement this legislative requirement, sample selection was
based on a statistical model that predicted each new claimant’s likelihood of UI benefit
exhaustion. Those new claims with a low predicted probability of exhausting UI benefits were
eliminated from the Massachusetts target group.

A second major design difference was the financial assistance component in each of the -

demonstratxons In.Massachusetts, partlmpants were eligible to receive periodic self-employment

assistance payments. In Washmgton participants were ehglble to receive similar periodic
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payments. In addition, however, upon meeting certain milestones in the development of their
businesses, Washington participants were eligible to receive their remaining available UI benefits
in one lump-sum payment.

Otherwise, the Washington and Massachusetts demonstration designs were very similar.
Specifically, invited claimants were required to attend an orientation meeting and to submit an
application to the program. Applicants who met all the requirements- were randomly assigned
to either the treatment or the control group.  Treatment group members were then offered

business start-up services and financial assistance.

Business Start-up Services and Financial Assistance

The first step for Massachusetts participants was to attend an Enterprise Seminar, a one-
day training session conducted by one or more business experts. Within two weeks of the
Enterprise Seminar, participants were required to attend an individual ‘counseling session with
their business counselor. Massachusetts participants were also required to attend six workshop
sessions on a variety of business topics.

The financial assistance component in Massachusetts included payment of regular bi-
weekly Ul benefits, with an exemption from the regular UI work search requirements while in
the demonstration. The demonstration design set the duration of the UI work search waiver at
24 weeks. Thus, in Massachusetts, treatment group members could collect self-employment
-allowances through the 24th consecutive week of their UI claim. Since Massachusetts claimants
are eligible for up to 30 weeks of UI benefits, after 24 weeks they were required to choose
between continuing with their self-employment activities full-time or returning to UI for the
remaining six weeks of UI eligibility and meeting the work search requirements.

) The business start-up services provided in the Washington demonstration differed in
several respects from the Massachusetts demonstration. Within two weeks after random
assignment, treatment group members were scheduled to attend a set of four business training
sessions. The four Washington training ‘sessions were presented during a one-week period; in

contrast, the seven Massachusetts sessions were presented over a 12-week period.

iil
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The financial assis,tance component of the Washington demonstration included botli
regular UI payments and eligibility for a lump-sum payment. That is, Washington treatment
group members received regular bi-weekly UI payments while engaged in business start-up
activities; in addition, they were eligible to receive a lump-sum paymentr equal to their remaining

UI entitlement when they achieved five program milestones:

o Completion of the training sessions;

. Development of an acceptable business i)lan;
. Establishment of a business bank account;

. ) Satisfying all licensing requirements; and

. Obtaining adequate financing.

There was no lump-snm payment available to Massachusetts participants.

Demonstration Implementation

The Washington SEED Demonstration was initiated on a pilot basis in one site in
September 1989, and was then implemented in five additional sites in’ February 1990.
Demonstration intake activities continued through September 199.0, with business support
services.‘ available to demonstration participants through March 1991. In the six SEED
demonstration sites, a total of 755 new claimants were offered demonstration services (i.e.,
assigned to the treatment group); a total of 752 new claimants who applied to SEED were
assigned to the control group. .

The Massachusetts Enterprise Project began operations in May 1990. Enrollment into

- the Enterprise Project took place in three distinct phases: the first enrollment phase took place

in 1990 (May - September), the second in 1991 (April - October), and the third in 1992-93

 (March 92 - April 93). Over all three phases of operation, a total of 614 new UI claimants were

enrolled in the Enterprise Project in the seven sites; an additional 608 new UI claimants were
assigned to the control group. v
In both Washington and Massachusetts, only a relatively small fraction of targeted Ul

claimants met the initial demonstration requirements of attending an orientation meeting and

‘submitting an application. In Washington, four percent of targeted UI claimants completed the

iv
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initial requirements and were eligible for SEED participation; in Massachusetts, an even smaller

proportion, two percent, met the same requirements and were eligible for Enterprise Project

participation.

Thus, relatively few new UI claimants choose to pursue self-employment when

the opportunity arises.

- The main findings from our analysis of program implementation are:

In Washington, 7.5 percent of the 42,350 targeted new UI claimants invited to a
meeting about the SEED Demonstration attended that meeting. In Massachusetts,
4.2 percent of the 63,921 invitees attended a meeting about the Enterprise
Project.

In both demonstrations, the recruitment and intake procedures were implemented
as designed, meeting the program objective of early intervention. In Washington,
attendance at the information session occurred on average 18 days after the initial
UI claim date; in Massachusetts this interval was on average 33 days. The longer
interval in Massachusetts relative to Washington is largely due to the fact that
Washington was a wage-reporting state for UI purposes and Massachusetts was
a wage-request state (i.e., had to request wage data from employers to determine
claimants’ eligibility for UI benefits) during the demonstration. Massachusetts
procedures have recently changed and both are now wage-reporting states.

In Washington, the 1,507 claimants who applied and were randomly assigned

- represent 3.6 percent of the targeted UI claimants. In Massachusetts, the 1,222

applicants who were randomly assigned represent 1.9 percent of the targeted Ul
claimants.

In Washington, treatment group members began training services, on average,
within 6 weeks of their initial UI claim date. In Massachusetts training services
began within 9 weeks.

In both states, a high proportion of treatment group members participated in
program services such as business training and counseling. In Washington, for
example, approximately 85 percent of the treatment group attended the first
training session and 70 percent received some counseling. In Massachusetts, the
proportions were even higher. -

Program design differences led to greater utilization of counseling services in
Massachusetts than in Washington. The mean hours of counseling in
Massachusetts was 7.5 hours per participant, while the mean number of hours in
Washington was 1.5.
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e . Inboth states, treatment group members recelved regular benefit payments while
developing their businesses. Additionally, in Washington, treatment group
members were eligible for a lump-sum payment (equal to their remaining
available UT benefits) after- achieving five program milestones. A total of 451
treatment group members (60 percent) received a lump-sum payment averaging
$4,225. There was no lump-sum payment in Massachusetts

Data Sources | ;

Both the Washington and Massachusetts analyses are largely based on data from the
Participant Tracking System (PTS); an on-line datahase system developed by:‘DOL to provide
information about project participants and project services, and two telephone surveys. The first
Washington telephone followup survey was conducted, on average, 21 months after‘random
assignment; a total of 1,204 sample members (or ‘80%) responded to this survey. In
Massachusetts, the first telephone followup survey was conducted, on average;- 19 months after
random assignment; 449 sample members {or 80%) responded to this survey. The second
telephone followup survey in each State was conducted approximately one year after the first
survey,' and approximately 90% of the Wave I respondents responded i'n: each State. In
Washington, the second followup survey was conducted, on average, 33 months after random

assxgnment in Massachusetts 31 months after random ass1gnment

Demonstration Results : - o L

In the full report we present impact results for two observation periods: the period from
random assignment to the first followup survey, and the period from random assignment to the
second followup survey. For simplicity, the text below summarizes only the results for the
longer observatlon period (approx1mately 31 months in Massachusetts and 33 months in
Washmgton) '

Self-Employment Impacts. The Washmgton SEED program had a very large and
positive impact on the self-employment experiences of UI claimants. Specxfically, treatment
group members were estimated to be much more likely than controls to have a self-employment .
experience, to spend more time per year in self-employment, and yvere more likely to be still

self-employed at the time of the second followup survey. Consistent with these results, we

vi
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found that the SEED program increased claimants’ self-employment earnings by over $1,600 per
year. o

In contrast, The Massachusetts Enterprise Project had ﬁgniﬁcant positive impacts on only
some of the self-employment outcomes analyzed. Specifically, treatment group members were
more 'likely than controls to have a self-employment experience and to spend more time per year
in self-employment. In contrast to the Washington demonstration, treatment group members
were not significantly more likely than controls to be self-employed at the time of the second
survey; furthermore, the Massachusetts demonstration did not have a significant impact on self-

employment earnings.

Self-Employment Impacts

| Percent Self-Employed 2% +12%"
Since Random Assignment
Time Self-Employed +2.0°* - +0.8"
Per Year months months
Percent Self-Employed at +12%™ - +5%
Second Survey
Self-Employment Earnings +8$1,675" +$1,219
Per Year
M

***Indicates coefficient is significantly different from zero at the .01 level.
**Indicates coefficient is significantly different from zero at the .05 level.
*Indicates coefficient is significantly different from zero at the .10 level.

Wage and Salary Outcomes. In Washington, the estimated program impacts on wage
and salary employment measures were consistently negative. Specifically, SEED significantly
reduced claimants’ likelihood of working in wage and salary ‘employtynent, reduced number of
months per year working in wage and salary employment, and reduced earnings from wage and
salary employment by about $1,800 per year.

vii
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In contrast to the Washington results, the Masséchusétts estimated irnpacts on wage and
salary outcomes were generally insignificant; only the impact on earnings was significant.
Indeed the Enterpnse Project significantly increased claimants’ earnings from wage and salary
employment by over $3, OOO per year. This positive earnings impact conitrasts dramatlcally with
the negative Washington impact on earnmgs from wage and salary employment

Wage and Salary Impocts

Percent Employed ‘ 6% -4%
Since Random Assignment L
Time Employed 0.7 +0.6
Per Year _ ‘months months
Percent Employed at 3% +1%
Second Survey » ' _ -
Wage & Salary Earnings -$1,780" +$3,053"
Per Year . ' P '

B

***Indicates coefficient is s1gmﬁcantly different from zero at the .01 level
**Indicates coefficient is significantly different from zero at the .05 level.
*Indicates coefficient is significantly different from zero at the .10 level.

Combined Self-Employment and Wage and Salary Outcomes. The Washington ‘
demonstration did not significantly increase the combmed likelihood of employment in either a
wage and salary job or in self-employment The program did, however, increase the time
worked per year and increased the likelihood of being employed at the time of the second
survey. -On the other hand, the impacts on total eammgs (self-employment and wage and salary
earmngs) were not statistically dtfferent from zero. Thus, it appears that SEED’s posmve

‘impact on self-employment earnings together with its negative impact on wage and salary

earnings resulted in a zero impact on claimants’ total earnings.

In contrast, the effect of the Massachusetts Enterpnse Project on total employment and |
earnings outcomes was large and consistent. Specifically, the program significantly increased

viii
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the likelihood of finding employment, increased the time worked per year, and increased the
likelihood of being employed at the time of the second survey. Perhaps the greatest impact,
however, was on total earnings. The demonstration increased combined annual earnings by
nearly $6,000. Thus, it appears that the Enterprise Project had a dramatic positive impact on

claimants’ total earnings.

Combined Self-Employment and Wage and Salary Impacts

Percent Employed +0% +5%"
Since Random Assignment

Time in Employment +1.1"* +1.9*"
Since Random Assignment months months
Percent Employed at +6%" +6%"
Second Survey

Total Earnings ' - +8$289 +$5,940™
Since Random Assignment

***Indicates coefficient is significantly different from zero at the .01 level.
**Indicates coefficient is significantly different from zero at the .05 level.
*Indicates coefficient is significantly different from zero at the .10 level.

Nonparticipant Employment Outcomes. The Washington demonstration had a
significant positive impact on the employment of nonparticipants (family and nonfamily
employees, excluding the business owner(s)) during the 33-month observation period.
Specifically, we estimate that SEED businesses created a total of 316 nonparticipant jobs; control
group businesses, created 128 jobs. The difference of 188 nonparticipant jobs may be attributed .
to the Washington demonstration. In contrast, the Massachusetts demonstration did not have

a significant impact on nonparticipant job creation.

Benefit Payment Outcomes. The Washington demonstration significantly increased
receipt of total benefits. Taking into account both the regular UI benefits and the lump-sum

ix
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payment provided to treatment group members who met the required milestones for starting a
business, SEED increased total benefits by approximately $1,000. In contrast to the Washington
results, the Massachusetts demonstration significantly reduced receipt of total benefits by nearly
$900. | )

Cost-Benefit Analysis ‘ _

The Massachusetts Enterprise Project generated large net benefits froiil each of several
perspectives examined. From the perspective of participants, the net béneﬁts during the 31-
month observation period was over $11,000; from nonparticipants’ perspective, the net benefit
was over $2,000; and, from society5s perspective, the net benefit was over $13,000. An
examinétion of the benefits and costs from government’s perspective also ihdicated that the

‘Massachusetts Enterprise Project had large (over $2,000) net benefits. Given these strong
results, the Massachusetts Enterprise Project appears tobea highly cost-effecti{?e policy tool for
assisting Ul claimants who are interested in pursumg self-employment.

The Washington SEED program had positive net benefits from partlmpants perspective
(approximately $2,000) and from society’s perspective (approximately $700). From the
nonparticipant (i.e., taxpayer) and government perspectives, however, there were net costs of
over $1,200. Given these results, the Washington program, like the Massacliusetts program,
is cost-effective from participants’ and from society’s berspectives' ’ Howe&er in contrast to the
Massachusetts program, the Washington program has mgmﬁcant redistributional implications and

net costs to the govemment
CONCLUSIONS

The results of this study indicate that both the Washiﬁgtbn " andé Massach'usetvts‘
demonstrations increased the likelihood of self-employment both increased the total time in
employment, and both reduced the length of unemployment. Moreover both programs are cost- -
effective from society’s perspective; however, only the Massachusetts program is cost-effective

from the nonparticipant and government perspectives. These results indicate that SEA is a cost-
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effective approach to promote the rapid reemployment of unemployed workers and should be

permanently incorporated into the U.S. employment security and economic development system.




INTRODUCTION

On December 8, 1993, President Clinton signed the North American Free Trade
Agreement (NAFTA) Implementation Act (P.L.103-182). Section 507 of the Act authorizes
states to establish self-employment assistance (SEA) programs as part of the state unemployment
compensation system. To establish SEA programs, states must enact legislation to conform to
the Federal legislation. As of December 1994, five states have enacted such legislation:
California, Connecticut, Maine, New York, and Rhode Island. '

The provisions of the Act give states the ability to add self-employment programs to the
current mix of reemployment policy tools available to help unemployed workers. Specifically,
the Act allows states to pay a self-employment allowance in lieu ef unemployment compensation
to unemployed workers while they are establishing businesses and becomiﬁg self-employed. To
qualify for these self-employment allowance payments, program participants must receive
business counseling, attend entrepreneurial training courses, and receive other technical
assistance services in support of their self-employment effort.

| The main parameters of this new self-employment assistance program are based on two

experimental demonstrations sponsored by the U.S. Department of Labor (DOL). The
Washington State and Massachusetts Unemployment Insurance Self-Employment Demonstrations
were initiated by DOL to test the ability of the U.S. employment security and economic
development systems to help Unemployment Insurance (UI) recipients start businesses. These
demonstrations provided selected Ul claimants with business development assistance, in the form
of entrepreneurial training, business support services and financial assistance.

Similar self-employment programs for the unemployed have been implemented in a
number of Western European countries, including Belgium, Denmark, Finland, France,
Germany, Ireland, Italy, Luxembourg, the Netherlands, Norway, Portugal, Spain, and Sweden.
The two largest programs are in France and Great Britain. The French Chomeurs Createures

("Unemployed Entrepreneurs") proVides participants with a single lump-sum payment for




Chapter 1 * Introduction

business start-up capital. The British Enterprise Allowance Scheme provides participants with
a weekly self—employment'allowance in lieu of their regular unemployment benefits. In a
number of respects, the Washington Demonstratiorl resembles the French program; similarly,
- the Massachusetts Demonstration resembles the 'Britisl.l program. Thus, the UI Self-Employment

Demonstrations test two altemaﬁve models of self-employment assistance programs.
BACKGROUND OF THE UI SELF-EMPLOYMENT DEMONmAnoNS‘

Traditionally, the unemployment compensatio_n system has provided income support for
workers who are temporarily laid off or expect to be unemployed for only a short time. In
recent years, howeVer; an inoreasing number of workers ha?e pertnanently lost their jobs. These
displaced workers require more than temporary income maintenance to re-enter the workforce.
For some, self-employment may be the best path to re-enter the workforce.

» Over the past decade, the U.S. Department of Labor (DOL) has launched a series of
experimental demonstrations to investigate 'alternatlye reemployment stxategles. The strategies -
tested in these demonstrations have included job search assistance, occupational retraining,
relocation assistance, and reemployment bonuses (monetaxy incentives for early re-employment
in new jobs) In addition to these demonstrations that focused onv reemployment into wage and
salary Jobs, DOL also initiated expenmental demonstrations to test the efficacy of self-
cmployment assistance as a reemployment strategy.

In the late 1980’s 'DOL initiated the Washington State and Massachusetts UI Self-
Employment Demonstmtlons to test the ablhty of the employment security and economic
development systems to help Ul recnplents start busmesses Both of these demonstrations
provided part1c1pants with busmess development assistance, in the form of entrepreneurial
training, business support services, and financial asmstance A brief descnptlon of each of the

demonstxatxons follows.
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WASHINGTON SELF-EMPLOYMENT AND ENTERPRISE DEVEIDPN]ENT (SEED) DEMONSTRATION

The first federa]ly-spc)nsofed project in the U.S. to test the use of self-employment
programs as a reemployment strategy was the‘ Washington Self-Employment and Enterprise
Development (SEED) Demonstration. The SEED Demonstration "wés initiated on a pilot basig
in one site beginm'ng’in September 1989 and was then implemented in five additional sites in
February 1990. Demonstration intake activities continued through early September' 1990, with
business support services available to demonstration participants through March 1991.

To allow rigorous evaluation of program effectiveness, the SEED Démonstration used
a classical experimental design with random assignment of eligible claimants interested in
starting their own businesses. These individuals were randomly assigned to either a treatment
group, that was eligible to receive all program services, or to a control group, that was not
eligible to receive program services, but remained eligible for regular UI benefits. Using this
experimental design, the impacts of program services can be measured directly by the difference
in outcomes between the treatment and control groups. A total of 755 new claimants were
enrolled in SEED in the six sites and offered demonstration services; 752 new claimants who

applied to SEED were assigned to the control group.
THE MASSACHUSETTS UI SELF-EMPLOYMENT DEMONSTRATION (THE ENTERPRISE PROJECT)

A second self-employment demonstration was mandated by Section 9152 of the Omnibus

Budget Reconciliation Act (OBRA) of 1987. This Act authorized up to three States to participate
in a self-employment experimental demonstration. In 1988, Massachusetts agreed to participate
in the demonstration. In designing the Massachusetts UI Self-Employment Demonstration
(Enterprise Project), the Department of Labor, the State of Massachusetts, and the researchers
(Abt Associates/Battelle) were guided by two objectives. The first was to develop a program,
consistent with the authorizing legislation, designed to facilitate self-employment for UI
claimants who choose this avenue. The second objective was to develop a design that would

permit a scientifically valid program evaluation.
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The provisions of the authorizing legislation mandated a number of nnportant
demonstration design features. For example, the Act reqmred that the demonstration target self- |
employment services to UI claimants "likely to receive regular or extended benefits for the |
maximum number of weeks that such compensation is made available under the State law during
such heneﬁt year" (Section 9152(i)). Another important provision of the leglslation was to'
tequire participating 'states_.to reimburse the Unexnployment Trust Fund for any excess Ccosts
incurred as a result of the demonstration (Section 9152(c)). Excess costs arise when
demonstration treatment group members, on average, collect more self-employment allowances
than the amount of UI benefits they would have collected in the absence of the demonstration
V(as measured by the experience of control group memhers). Finally, the authorizing legislation
required the demonstration to be implemented over a three-year period.

The Massachusetts Enterprise Project began operations in May 1990. Enrollment into
the Enterprise Project took place during' three distinct phases. The first enrollment phase took
place in 1990 (May - September), the second in 1991 (April - October), and the third in 1992-93
(March 92 - April 93). As in the Washington Demo_nstration, the Massachusetts Demonstration
used a classical experimental design with random assignment of eligible claimants interested in
starting their own businesses. A total of 1,222 Ul claimants were randomly assigned to either

the treatment group (614) or the control group (608) during all three enrollment periods.!
ORGANIZATION OF THE REPORT

In this report we present the fmal impact results and the cost-effectlveness analysis. of the
Washmgton and Massachusetts Demonstrations. Prev1ous_ reports have described the
implementation and early nnpacts of the two demonstrations. Specifically, a complete -
description of the SEED Demonstration implementation, is found in Johnson and Leonard
(1991); the early implementation of the Enterprise Project is described in_ Benus et al. (1990);
the first impact results of the: SEED Demonstration are described in Benus, Johnson et al.

! In 1990, 207 UI claimants were randomly assigned; in 1991, 314 were randomly assxgned and in 1992-93,
701 were randomly ass:gned
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(1993); finally, a comparison of the early impacts of the SEED Demonstration and the early
impacts of the Enterprise Project is presented in Benus et al. (1994).

In this report, we present the final impact results of the UI Self-Employment
Demonstrations. These impact results are based on administrative data collected throughout the
three-year demonstration observation period as well as on survey data collected in two follow-up
surveys. The first survey was conducted approximately 20 months after random assignment and
the second survey was conducted appr_oximately 33 months after random assignment.

This report also presents, for the first time, information on the cost-effectiveness of the
two self-employment assistance programs that were tested as part of the UI Self-Employment
Demonstrations. The cost-effectiveness results are based on a comparison of program impacts
and program costs. For program impacts, we use the 33-month impact estimates derived in
Chapters 7 and 8. Program costs are derived from data provided by program operators. By
comparing program benefits with program costs, we can evaluate if the programs tested are cost-
effective. |

This report is organized in three main parts. Part I (Chapter 1 through Chapter 6) gives

an overview of the UI Self-Employment Demonstrations, the implementation experiences, and
| the data used in the analysis.

The details of the experimental and operational design of the two demonstrations are
presented in Chapter 2. For each demonstration, we describe the design of the targeting criteria,
the recruitment and infake process, the application and random assignment procedures, the -
program services, and the financial assistance provided.

In Chapter 3, we describe the implementation of the Washington Demonstration. Since.
the implementation of SEED has been described in detail in Johnson and Leonard (1991), we
only present a brief summary of the SEED implementation experiences. We summarize
demonstration intake results, business support services, and financial assistance provided to
SEED participants.

In Chapter 4, we describe the implementation of the Massachusetts Enterprise Project in
greater detail. We first note demonstration intake results and the characteristics of Enterprise

Project participants. Next, we look at the main changes in program implementation procedures.
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We also analyze. partlc1pat10n in demonstration act1v1t1es, the tlmmg of these actlvxtles and the
changes in Ul regulatlons that were nnplemented durmg the course of the demonstration.

In Chapter 5, we compare the main implementation results of the Washington and
Massachusetts Demonstrations. By comparmg program expenences, we gam msxghts about the
nnpact differences that are found in later chapters. " v .

Chapter 6, the last chapter in Part I, p‘rov1des a description of the data sources used in
the unpact and cost-effectiveness analysis.- We first: descnbe the Partlmpant Tracking System
(PTS), an on-line database system developed by DOL that prov1des data on personal

charactenstlcs, demonstration services, business information, and UI benefits information. We

"then describe the administrative records data, including the State UI Wage Records. Finally,

we describe the contents of the followup survey and the procedures used in its administration.

Part II of the report (Chapter 7 through Chapter 9) provides our estimates of the program
impacts on key outcome measures. Chapter 7 focuses on the Washingtoh Demonstration,
Chapter 8 focuses on the Massachusetts Demenstration, and Chapter 9 compares the impact
estimates from the two demonstrations.

We begin Chapter 7 by descnbmg the characteristics of Washmgton participants who
entered self-employment during the observation pe'nod.’ Following this descnptlve analysis, we
evaluate SEED program impacts on the likelihood of being self-employed, time in self-
employment, and earnings from. self-employment 'We allso investigate other demonstration
impacts, including the impacts on 'UT outcomes. _ |

In Chapter 8, we present an analysis of the unpacts of the Massachusetts Enterprise
Projéct. As in the SEED analysis, we investigate self-employment outcomes, wage and salary
outcomes, combined (self-employment or wage and salary) Outeomes, and other outcomes.

In Chapter 9, we compare the demonstrations’ impacts.” We also investigate the potential
impact of "profiling” (i.e., targeting’ claimants who are likely tb’ exhaust i benefits) on the
observed impact results.- This latter issue is of particular interest to pohcymakers since States
must use: proﬁhng in unplementmg their self-employment assistance programs. '

‘Part I, whmh includes only Chapter 10, presents our analysxs of the cost-effectiveness

of the two demonstrations.
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EXPERIMENTAL AND OPERATIONAL DESIGNS

In this chapter we compare and contrast the experimental and operational design features
of the Washington and Massachusetts demonstrations. We focus on the features of the
demonstrations that are important for understanding and interpreting the irnpact results that will
be presented later in this report. - |

As an aid for understanding the two experimental designs, we present in Exhibit 2.1 a
flow chart depicting the intake and random assignment procedures used in each of the
demonstrations. As indicated by the exhibit, the overall flow is similar in both demonstrations.

The main differences in experimental design}arediscussed in depth in the following subsections.
TARGETING DEMONSTRATION PARTICIPANTS

Both the Massachusetts and the Washington projects targeted new UI claimants. In both
states, the following claimants were excluded: ‘

.. Persons filing interstate claims; -
o Claimants who were émplOyer-’atta’ched (i.e., on standby); and,
. Claimants under 18 years of age.

In addition, the Washington demonstration excluded persons who were full-referrai union
members and those filing claims backdated more than 14 days; the Massachusetts demonstration
excluded claimants eligible for less than 26 weeks of UI benefits. |

- Since the authorizing legislation for the Massachusetts demonstration required that the
program focus on Ul claimants who were likely to exhaust their UI beneﬁts, further targeting
was necessary to select those claimants likely to exhaust benefits. To implement this legislative
requirement, the sample selection was based on an algorithm that predicted each claimant’s




Ex#HIBIT 2.1
ENTERPRISE PROJECT AND SEED PROJECT
INTAKE AND ASSIGNMENT PROCESSES

‘Claimants in Targeted

- Claimants in Targeted
Population '

Population

Claimants Likely
to Exhaust Ul Benefits

Claimants Attend -Claimants Attend
Awareness Day

Information Session

Interested Claimants Interested Claimants
Complete Application Complete Application
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likelihood of UI benefit exhaustion.? Using this algorithm, a numerical probability of
exhaustion was calculated for each new Massachusetts claimant in the target population. Entry
into the demonstration was then restricted to those with a high predicted probability of
exhausting UI benefits.?

RECRUITING PARTICIPANTS

The next step in -both demonstrations was to recruit claimants interested in self-
employment. Once identified, eligibIe claimants were sent a letter inviting them to attend an
initial information session. To ensure that the most highly-motivated claimants were identified
for the self-employment program, strict time limits were established for attending this session.
Only claimants who met these time constraints were permitted to continue in the demonstration.
In this way, self-screening eliminated the less-motivated claimants from the demonstration.

In both demonstrations, the information sessions were held in the local Ul office in which
the claimant filed his or her claim.* The key difference between the Washington and
Massachusetts information sessions was in the format of the presentations. In Washington, a
local Ul office staff person took attendance, introduced a set of two videos (covering the key
features of SEED and the riské and rewards of self-employment), showed the videos, and
answered questions at the end of the session. In Massachusetts, on the other hand, the

presentations were given by a local UI office staff member and a business development expert.

The local Ul staff member described the demonstration procedures and distributed applications
at the end of the session; the business development experts gave a presentation on the risks and

rewards of self-employment.

% For details on the algorithm, see Benus, et al. "Massachusetts UI Self-Employment Demonstration Interim
Report to Congress" in Self~Employment Programs for Unemployed Workers, U.S. Department of Labor,
Employment and Training Administration, 1992.

3 In addition, to regulate the flow of claimants into both demonstrations, further subsampling occurred in the
largest demonstration sites.

¢ In Massachusetts, the schedule for the sessions was weekly during year one. The schedule was modified after
the first year and information sessions were conducted on a bi-weekly basis in the three sites with the lowest number
of new UI claimants. In Washington, information sessions were conducted bi-weekly (every-other Friday) except
during the pilot in Vancouver when the sessions were held weekly.

9
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. The purpose of the initial information session was to provide claimants with sufficient
information about the self-employment program.to decide whether or not to apply for program
services. During the session, claimants Wefe provided with basic information about the risks
and rewards of self-employment and the key features of the demonstration. The Massachusetts
sessions lasted. apprbximately 60 minutés; the Washington sessions were scheduled to last

approximately 30 to 45 minutes.’
APPLICATION AND RANDOM ASSIGNMENT

At the conclusion of the initial information sessions, claimants who were still interested
in applying to the program' took application materials home to complete. Applicants were
required to réfum.the completed materials within seven days. The completed applications
contained personal background information and a description of the applicant’s proposed business
idea. , v -

The applications were reviewed by project staff for timeliness and completeness. The

“business ideas were also reviewed to ensure that they conformed to established project

guidélines;’ The business idea. was not evaluated on its merit or on its likelihood of success.
Those applicants who submitted the applications on time and satisfied the proje&t gﬁidelines were
eligible for random assignment. Eligible applicants were then randomly assigned to eithef the
treatment- group that was eligible to receive business development services and financial
assistance or to a cohtrol group that was not. Control group members were informed that they
were not selected for the experimental program and that they must continue to meet all Ul
eligibility requiremerits. Both treatment and control group members were informed that they
would be contacted in the future for research purposes. |

3 For example, the business idea must be legal and the participant must have day-to-day control of the business.
It is important to note that the business idea itself was not evaluated on its likelihood of success. In other words,
we did not attempt to identify "winners" for inclusion in the demonstration. ]

10
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BUSINESS START-UP SERVICES AND FINANCIAL ASSISTANCE

The flow chart in Exhibit 2.2 highlights the differences in business start-up services iﬁ

the two demonstrations. We summarize these below.

Massachusetts

Once they were assigned to the treatment group, the first step for Massachusetts

participants was to attend an Enterprise Seminar, a one-day session that was conducted by one
or more business experts.® This intensive training session followed a standard curriculum and
covered topics such as developing a business mindset, business organizational structures,
marketing, business plan development, personnel issues, and business management. Within two
weeks of the Enterprise Seminar, participants were required to attend an individual counseling
session with their business counselor. This counseling session lasted approximately one hour.
In addition to this required counseling session, participants were encouraged to schedule
‘additional counseling sessions with their business counselors as needed. Massachusetts
participants were also required to attend Enterprise Workshops, six two-hour group sessions
focused on the following topics:’

o Marketing;

o Personal effectiveness and selling;

. Cash flow;

o Financing;

o Legal requirements and insurance; and,

o Bookkeeping/taxes.
These six sessions were offered over approximately a twelve-week period during the first and
second years. During the third year, the schedule for the sessions was streamlined, so that all

¢ In 1990, this session was eight hours long. Program administrators determined that eight hours was too long
and difficult for participants. As a result, in 1991, the session was shortened to 4'4 hours (in 1992 it was
lengthened to 54 hours). ‘ ‘

7 During 1990, the sessions were called Bi-Weekly Meetings and did not follow a structured set of topics. In
1991, a more structured schedule of topics was developed for these sessions. In 1992, the sessions were extended
to 2 1/2 hours in length and participants were required to give 15-minute presentations of their business plans.

11




ExHIBIT 2.2 |
BUSINESS STARTUP SERVICES

Enterprise Project |
Treatment Group | SEED Treatment Group

Enterprise Seminar

Bi-Weekly Meetings (Year 1) BuSiII::(S:i Ef:;ning
Enterp_rise Workshops (Year 2) :

Business Counseling ‘Business Counseling

Entrepreneur Club

Regular Bi-Weekly Regular Bi-Weekly
UI Benefits UI Benefits

Milestone Completion

Lump-Sum Payment

Business Startup Business Startup

Ongoing Counseling Business Status Review
and Support from

Business Development Experts
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sessions could be completed over a nine week period. During this period, participants were
encouraged to develop a business plan with the assistance of their counselors.

The financial assistance component in Massachusetts included payment of regular bi-
weekly UI benefits, with an exemption from the regular UI work search requirements while in
the demonstration. The demonstration design set the duration of the UI work search waiver at
24 weeks. Thus, in Massachusetts, treatment group members could collect self-employment
allowances through the 24th consecutive week of their UI claim. Since Massachusetts claimants
were eligible for up to 30 weeks of UI benefits, at the 24th week they were required to choose
between continuing With their self-employment activities full-time or returning to UI for the
remaining six weeks of UI eligibility and meeting the work search requirements.®

To provide additional financial support, the Enterprise Project developed a loan program
through Shawmut Bank, a large regional bank with branches in each of the demonstration sites.
As part of this program, participants’ loan applications were given consideration, even if the size

of the loan fell below normal minimum levels.

Washington

The business start-up services provided in the Washington demonstration differed from
the services provided in the Massachusetts demonstration. Within two weeks of random
assignment, treatment group members were scheduled to attend a set of four business training
modules covering the following topics:

o Business feasibility;

o Marketing;

o Finance and accounting; and,

o Organization and management.

® During the third year of implementation (1992-1993), slightly different rules were in effect regarding Ul
eligibility. During this period, when Extended Benefits were available, Massachusetts Ul claimants were eligible
for only 26 weeks of regular benefits. That is, Massachusetts passed a law which stated that all claimants filing
during the time when Extended Benefits were in affect would be eligible for 26 weeks of regular Ul benefits and
then would become eligible for Federal Extended Benefits. This change in law did not affect the total amount of
benefits claimants could receive, but did affect the amount of benefits paid from the Massachusetts UI Trust Fund.

13
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It took approximately 20 hours of classroom time to cover these four topics; the Massachusetts

~ classroom sessions (i.e., the Enterprise- Seminar and six Entetprise WorkShops) took

approximately the same classroom time to complete. The four Washington training modules
were presented in four sessions during a one-week period; in contrast, the seven Massachusetts
sessions were presented over a 12-week period. - o o

The training modules introduced claimants to the need for developing a'comprehensive
business plan. Individualized business plans were then developed by pargicipants with the
assistance of a business development specialist. Additional assistance in devéloping a business
plan. was offered through Entrepreneur Club meetings, which were scheduled monthly. These.
meetings provided participants with peer support and advice throughout their demonstration
participation. ' '

The financial assistance component of the Washington demonstration included regular bi-
weekly UI payments while participants were engaged in business start-up activities as well as
eligibility for a lump-sum payment of the remaining availablev UI benefits when they completed |
the following five milestones: ‘ : ‘

o Completion of the training sessions;

o Development of an acceptable business plan; -

e  Establishment of a business bank account;

. Satisfaction of all licensing requirements; and,

. Obtaining adequate financing. ,

Following the completion of these milestones, 'particip‘anté were eligible for a lump-sum payment
equal to their remaining UI entitlement at the time. Because the remaining entitlement at any |
point in the claim is the maximum benefits payable less vthe'amount of UI benefits already paid
out, the amount of the lump-sum paynient depended on the participant’s UI entitlement, as well
as the time taken to achieve the milestones. |

Although the lump-sum payment component of the SEED Demonstration was intended
to simulate a cash-out of UI benefits, it was not strictly possible to test a cash-out policy becausé
Ul is an entitlement program that could not be denied for demonstration purposes.
Operationally, this meant that participants could return to the regular Ul program after receiving

their lump-sum payment and draw the remainder of their UI entitlement in the form of bi-weekly

14
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payments provided they met the normal UI eligibility requirements, including the work search
requirement.’ Nonetheless, most claimants thought it was a cash-out of their UI benefits and
very few returned to UL |

One key element in the Washington demonstration design was the role played by the
business development specialists. These specialists provided ongoing counseling, assisting each
participant in his/her pursuit of the five program milestones that were required to receive a
lump-sum payment. The business development specialists were also responsible for conducting
a "milestone review" to determine if all milestones had been attained. After the business start-
up, the business specialists’ responsibilities included technical assistance on an as-needed basis
and a business status review, conducted approximately two months following receipt of the

lump-sum payment.
PARTICIPATION REQUIREMENTS

Each demonstration required participants to complete certain activities within a specified
timeframe. Other activities were considered optional. In Washington, participants were
required to attend the four training modules (or ask to have them waived). Counseling sessions
were available to participants who wanted them, but were not required. Entrepreneur Club
meetings were an optional activity.

In Massachusetts, participants were required to attf‘cnd the Enterprise seminar, one

counseling session, and six Enterprise workshops. Additional counseling sessions were optional.

9 Because the lump-sum payments were paid out of Federal research funds -- not State UI funds -- they did
not affect a participant’s Ul net balance available.
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. WASHINGTON |
DEMONSTRATION IMPLEMENTATION

In this chapter, we review the implementation of the Washington Self-Employment and
Enterprise Development (SEED) Demonstration. A more complete descript:ion of the SEED
~ demonstration implementation may be found in Johnson and Leonard (1991). iHere, we present
only those attributes of the implementation that are important for understanding the impact
analysis that will be presentéd in later chapters. o

In the fbllowihg sections, we provide a brief overview of demonstration implementation
experiences. We first describe the flow of claimants through the demonstration intake process
— from the identification of targeted claimants through random assignment. This includes
evidence on the comparability of the treatment and control groups, as well as the timing of
intake activities. We then describe the business support services and f'mancml assistance

received by treatment group members from the SEED Demonstration.
DEMONSTRATION INTAKE

The SEED Demonstration was implementéd on a pilot basis in one site (Vancouver) in
September 1989, and in five a&ditional sites beginning in February 1990.'° Demonstration
- intake activities continued through September 1990, with business support services available to
demonstration participants through March 1991.

Development of Experimental Sample ‘
As described in Chapter 2, the development of an appropriate experimental sample of
SEED Demonstration participants involved several steps. The first step was to identify targeted

1 Because only minor changes were made prior to full implementation, we combine the data for the relatively
few claimants who were part of the pilot study with the data for the full demonstration sample.
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new claimants without immediate job prospects and invite those interested in self-employment
to attend an initial information session, called Awareness Day in the SEED Demonstration.
A total of 42,350 invitation letters were sent to targeted claimants in the six sites during the
intake period.!! The six sites in the demonstration were: Vancouver, Olympia, King County,
Snohomish County, Wenatchee, and Yakima. The location of these demonstration sites is
depicted in Exhibit 3.1.

In Table 3.1, we provide information on the characteristics of new Ul claimants in the
six demonstration sites. Additionally, the characteristics of targeted claimants are compared with
the characteristics of those who were excluded from the target group and not invited to
participate. These results are based on Participant Tracking System (PTS) data® and
Unemployment Insurance (UI) wage records for a 10 percent random sample of new claimants
who filed for UI benefits in the six sites during the demonstration intake period. As Table 3.1
indicates, about 62 percent of all new claimants in the six sites were male, 84 percent were
white, and 30 percent attended or completed college. The mean age was 36 years, with 22
percént being at least age 45 or older. The mean earnings in covered employment during the
four calendar quarters prior to the quarter of filing for benefits was just under $15,000. The
mean weekly UI benefit amount (WBA) for all new claimants was $152, with a mean maximum
benefits payable of $4,002.

The results in Table 3.1 clearly indicate that targeted claimants were quite different from
non-targeted claimants in ways that could be expected given the targeting criteria. In particular,
non-targeted claimants wére much more likely to be union members and on standby. As a
result, non-targeted claimants were much less likely to be in professional, technical, or
managerial occupations or in clerical occupations. They were more likely than targeted
claimants to be male, white, and slightly older, and were less likely to have any post-secondary
education. In addition, non-targeted claimants had considerably higher earnings in the prior

year, and correspondingly higher average weekly benefit amount and maximum benefits payable.

1 The two primary reasons that claimants were excluded from the SEED target population were: (1) employer
attachment (50.3 percent of those excluded were on standby) and, (2) the claimant was a member of a full-referral
union (28.9 percent). Only 18.0 percent were excluded because they had a backdated claim and very few claimants
were excluded from the SEED target group because they were under age 18 or had filed an interstate claim.

12 The participant tracking system (PTS) and its data are described in Chapter 6.

17




Exhibit 3.1 |
Washington SEED Demonstration Sites
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Table 3.1
Washington
Characteristics of Targeted and Non-Targeted New UI Claimants

Demographics
Percent male 57% 80% 62%
Percent white 82% 91% ' 84%
Percent high school graduate 4% 56% 47%
Percent some college : 22% 19% 21%
Percent college graduate 10% 4% 9%
Mean education (in years) 12% _ 12% 12%
Percent age < 24 18% 12% 17%
Percent age > 45 21% | 25% 22%
Mean age (in years) 35 37 36
Prior Work Experience _ :
Percent union hiring hall member 0% 26% 6%
Percent on standby 0% 55% 12%
Percent professional/technical/ ’ '
managerial occupation v 15% 4% 13%
Percent clerical occupation 16% 5% 13%
Percent manufacturing sector 22% 15% 21%
Percent services sector 24% 27% 25%
UI Wages in prior year ($) $13,743 $19,270 $14,901
UI Entitlement ;
Mean weekly benefit amount () $144 $183 $152
Mean maximum benefits payable ($) $3,737 $5,003 $4,002
Site
Percent in Vancouver 24% 39% 27%
Percent in Olympia 12% 20% 14%
Percent in King County 26% , 20% 25%
Percent in Snohomish County 10% 11% 10%
Percent in Wenatchee 14% 3% 12%
Percent in Yakima » ‘ 14% 7% 12%
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The second step in the intake pfocess involved recruiting targeted claimants for the
demonstration. Of the 42,350 targeted new claimants who received an invitation to attend an
Awareness Day meeting, 3,167 (7.5 percent) weﬁe interested enough in the possibility of
: participéting in the self-employment program to attend. The take-up rate dlffered somewhat by
site, from a low of 4.6 percent in Wenatchee to a high of 98 percerit in Snohomish. Overall,
the take-up rates were lower in the rural areas of Wenatchee and Yakima. ’fhese low rates in
the Wenatehe_e and Yakima sites relative to other sites may be indicative of a lower interest in
self—embloyment among fargeted new UI claimants in rural areas than in urban areas.
Aliematively, it may reﬂectvthe much higher unemployment rates in these rural areas and 7’
represent claimants’ assessments of the prospects for self-employment in such environments. "
- At the end of the Awareness Day meeting, interested clajrhants were provided with a
SEED application packet. Of the 3,167 targeted claimants whe attended the Awareness Day
meeting, 1,932 (61 percent) chose to submit a SEED application. Combining the results of
the first two intake steps -- Awareness Day and SEED application -- 4.6 percent of all targeted
claimants who received an invitation letter submitted a SEED application.

The third step in the SEED intake process was the review of SEED applications. The
applications were reviewed for timeliness (they were required to be postmarked within seven
days of Awareness Day) and for being substantively complete. This review ﬁmcess resulted in
rejecting very few applicants at this stage as the applications were generally quite detailed and
of high quality. Specifically, of all applications submitted, only 52 (2.7 percent) were rejected
because they were submitted late and just 20 (1.0 percent) were rejeetTed because they were not
'complete. _ 1 » ,
| ~ Among those with valid applications, the only remaining reason for exclusion from the
random assignment pool relates to UI eligibility. In particular, the primary reason for
'appljcation rejection was nonmonetary ineligibility at the time of random _‘assignment; 285

claimants who submitted applications were determined to be nonmonetarily 'ineh'gible for UI

" Although we have no detailed information on the reasons for why claimants who attended Awareness Day
did not submit applications, limited information from the pilot study suggests that the Awareness Day meeting and
the application served as a useful self-screening function. Specifically, the reasons given by a small sample of
claimants: who attended the meeting during the pilot study but who did not submit an application were primarily
related to lack of adequate capital or concern over whether self-employment was right given their situation.
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benefits. Another 55 applicants were rejected because the claim was not monetarily valid and
a few others were rejected because the UI claim was canceled.

As a result of these exclusions, a total of 425 of the 1,932 SEED applications submitted
were excluded from the pool for random assignment, leaving a final pool of 1,507 claimants.
The random assignment pool corresponds to 47.6 percent of all individuals who attended

Awareness Day and 3.6 percent of all claimants in the target group. Over the course of the

demonstration, a total of 755 claimants were randomly assigned to the treatment group and 752

to the control group. _

A critical evaluation issue concerns the comparability of the individuals in the treatment
and control groups. We examined the characteristics of these groups in an earlier report (Benus,
Johnson, and Wood, 1993) and the results indicate that the random assignment process was very
successful in generating two groups that were quite similar on all of the standard characteristics
collected at the time the claim was filed. In addition, the groups are extremely similar on prior
earnings, as well as key items obtained on the SEED application, including prior business
experience, marital status, family status, reason for job separation, assets, and liabilities. We
conducted t-tests of differences in means on these characteristics; none of the differences was

statistically significant at the .05 level.

Timing of Intake Activities _

* The SEED Demonstration was intended to be an early intervention program.' It was
anticipated that by recruiting claimants for SEED as early as possible in their claim and by
providing services early, the program would provide the maximum possible support to
individuals during the business startup period. The program was designed to select individuals
into the treatment group by the fourth or fifth week of the claim and to provide business training
to treatment group members by the fifth or sixth week. Below we briefly present data that show
how these timing objectives were achieved in the SEED Demonstration.

v Data on the timing of intake activities ‘through assignment to the first service -- business
training modules -- are summarized overall and by site in Table 3.2. This table shows that the
intake and recruitment processes occurred as planned. For example, the average length of time

from the effective date of claim (EDC) until Awareness Day was 18 days, or about 2.5 weeks.
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Table 3.2 _
Timing of Intake Activities by Site
(Percent)

Effective Date of Claim to Awareness Day X

12 days or less 36.9 38.1 42.6 36.0 39.0 2!
13-25 days 47.3 52.9 40.4 47.6 46.0 5]
26 days or more 15.8 9.0 17.0 16.4 15.0 2
Mean days 177 17.1 17.7 17.7 17.4 16
Awareness Day to Random Assignment . ' . |
6 days or less o 29.1 22.6 35.1 322 32.0 2
7-13 days 59.1 61.9 | 56.4 60.5 | 48.0 o
14 days or more 11.8 15.5 8.5 7.3 20.0 1
Mean days 11.1 11.9 | 10.4 107 | 117 1

Random Assignment to First Training Module : _
7 days or less | 53.0 51.6 43.6 52.1 50:0 6
8-14 days 42.4 41.3 52.1 423 50.0 3
15 days or more » : 4.6 7.1 4.3 5.6 0.0 |
N Mean days . ' 102 | 105 | 105 10.2 104 |
|| Mean Days from EDC to First Training Module |  39.0 - 39.5 38.6 38.6 39.5 3
e —
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About 37 percent of the treatment group members attended an Awareness Day within 12 days
of their EDC and another 47 percent attended Awareness Day between 13 and 25 days after their
EDC. Because a few claimants were re-scheduled for a later Awareness Day and some meetings
were postponed because of holidays, a relatively small percentage (16 percent) did not attend
a meeting until about 4 weeks after their EDC. Moreover, there were rélatively small
differences in timing across sites.

The time from Awareness Day to random assignment took another 11 days on average.
Thus, individuals in the treatment group were randomly assigned within 29 days from their EDC
on average, or within about four weeks in total. There was relatively little variation across sites
in the time from Awareness Day to random assignment.

Finally, in the bottom panel of Table 3.2 we show the length of time from random
assignment to the scheduled date of the first training module. These data indicate that over 95
percent of the treatment group members were scheduled to attend their first business training
module within two weeks of random assignment; with a mean of 10 days.

Taken together, these data indicate thai the average time from EDC to the date for the
first training module was 39 days or about five and one-half weeks. Thus, it appears that the
timing and frequency of key intake and service activities described in Chapter 2 occurred on

schedule and that the goal of early intervention was achieved.
BUSINESS SUPPORT SERVICES

As described in Chapter 2, individuals randomly assigned to the treatment group were
offered a number of business support services as well as financial assistance. The business
startup services component included intensive classroom training, assistance in preparing a
business plan, individual counseling, and peer support groups. The financial assistance included
periodic self-employment allowance payments equal to their weekly benefit amount and a waiver
of the work search requirement while they were trying to start a business. Moreover, those who
met all program milestones reéeived a lump-sum payment equal to their remaining UI

entitlement.
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The extent to which SEED treatment group members dropped out or comf;leted the
program and the specific services they received are important to understanding the results of the
impact analysis. In the remainder of this chapter, we examine these factors and describe their

SEED experiences.

Business: Trammg Modules
Business startup. assistance offered to treatment group members began with business
training modules. Instructions for attending a set of four business training m()dules at a specific
“location were includéd in the letter sent to treatment group members infonﬁing them of their
selection into SEED. As described above and in Table 3.2, the first training module was held,
on average, about 10 days after random assignment. Although attendance at the first module
was required — in part to ensure that the participation agreement was signed — it was possible
for subsequént modules to be waived by the business development specialist (BDS) if the
claimant could demonstrate proficiency in the topics covered in these modules. Treatment group-
members who did not attend the first training module were dropped from the demonstration.™
In Table 3.3, we prbvide summary-information on business training module attendance
and receipt of other SEED services. Of the 755 claimants in the treatment group, 640 (85
percent) attended the first training module. This corresponds to a 15 percent dropout rate from
the treatment group prior to business training.”® Among treatment groﬁp members who
attended the first business training module very few waivers were granted and nearly all attended -
the remaining three modules. Thus, the attendance rate for all four mbdules (counting the

- waivers as attenders) was 83 percent of all treatment group members.'¢

14 All members of the original treatment and control groups, including treatment group members who dropped -
out of the program, were retained in the evaluation to maintain the comparability of the treatment and control
groups.

15 The attendance rate at the first module varied across sites from 80 percent in Wenatchee, Yakima, and
Olympia to 88 percent in King County.

!¢ The overall module attendance rate ranged from 76 percent in Wenatchee to 87 percent in King County.
The relatlvely high dropout rate for claimants in Wenatchee is consistent with the high proportion of claimants (over
50 percent) in that site who indicated on their SEED application that they expected to be cqlled back to work by
their previous employer. .
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Table 3.3
Washington
SEED Business Assistance Services Received

Business Training Modules
Attended Module 1 - 85%
Attended (or Waived) All Modules 83%

Business Counseling Hours

None 30%
1-9 19%
1-1.9 ' 21%
2-2.9 13%
3-3.9 8%
449 4%
5 or more 6%
*Mean Hours of Counseling 1.5

|| Number of Entrepreneur Club Meetings Attended

None 64%
1 18%
2 , 9%
3 5%
4 or more 5%
Mean Number of Meetings Att_e_nded 07

Business Counseling

In their role as case managers, business development specialists (BDSs) provided
assistance to treatment group members in the form of counseling on the preparation of a business
plan and on other issues. The intent was for the BDS to take a proactive role and provide
inc'lividualized counseling and assistance throughdut the development of the business plan and

business startup. To encourage this proactive role, an objective was established for the BDSs
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to make at least one follow-up contact with all participants during the first few weeks of program
 participation. | | |

The second panel of Table 3.3 contains the distribution of total business counseling hours
received by SEED participants. As this table indicates, 70 percent of the treatment group
received some counseling, with an overall mean of 1.5 hours.”” The results also indicate that
~ very few participants received a substantial amount of éounseling, with only 18 percent receiving
3 hours or more.® As descr_ibed in Johnson and Leonard (1991), the major focus of the
individual counseling sessions was on helping treatment group members develg?’p a business plan.
Overall, nearly one-half of the counseling activities recorded were focused on business plan

development assistance.

Other Business Support Services :

In addition to the business training modules and individualized counseling, the SEED
Demonstration included a peer support group in each‘ site; called the Exitrepreneur Club.
Beginning in the second or third month of the demonstration -- after a sufﬁcient number of new

- treatment group members were available -- Entrepreneur Club meetings were scheduled on a
monthly basis. As indicated in the third panel of Table 3.3, the majon’ty-'of treatment group
members did not take advantage of this optional peer-support group. Speciﬁeally, 'nearly two-
t_hirds (64.1 percent) of all treatment group mernbers did not attend any Ehtrepreneur Club
meetings. Moreover, the mean number of meetings attended was 0.7. Among the 36 percent
of participants who attended at least one meeting, the mean number of meetings attended was
about two. ' |

A final type of business startup service available was referral to other agencies for

 assistance as needed. Very few referrals to other -agencies occurred dunng the SEED

Demonstration. = Specifically, administrative records suggest that there were only 43 referrals

17 'When calculated over the 630 treatment group members who completed all four trammg modules, the average
hours of counseling increases to about 1.8.

2. There were differences in the numb_er of counseling hours by site. For example, about 43 percent of the
treatment group members in Vancouver received at least 3 hours of counseling, as compared to none in Snohomish
County, and fewer than 5 percent in Olympia or Wenatchee. Overall, it seems that there was relatively little
counselmg in Olympia, Wenatchee, and Snohomish County, with an average of 0.5-0.9 hours per demonstration
participant. :
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to other agencies; 37 of these records were for the Vancouver site, and the remaining six were
for claimants in King and Snohomish counties. The low frequency of this activity is consistent
with the views of some BDSs that participants did not need any assistance other than that which

they were receiving from SEED.
FINANCIAL ASSISTANCE

In addition to receiving their regular weekly UI benefit amount, SEED treatment group
members received two other forms of financial assistance: a waiver of the work search
requirement while working full-time to start a business, and a lump-sum payment equal to the
remaining entitlement at the time all five milestones were met. In this section, we describe

SEED Demonstration experiences with these financial assistance elements.

Work Search Waiver

The work search waiver enabled SEED participants to pursue their business startup plans
full-time rather than actively searching for eqmploymént,‘ as is normally required for Ul
recipients. The duration of the work search waiver was initially set at 10 weeks. Several weeks
before the waiver was to expire, treatment group members who had not met all milestones were
sent a letter instructing them to contact their BDS for an End of Waiver Period Review to assess
their progress in achieving the milestones and to determine whether the work search waiver
would be extended. There were three possible results of the review: extend the waiver; not
extend the waiver (and return the claimant to the UI system to search for regular employment);
or determine that the claimant had met all of the milestones and approve the lump-sum payment.

The most striking feature of the End of Waiver Period Reviews was the limited extent
to which such reviews were conducted at all. This was primarily due to the relatively short time
between program entry and receipt of the lump-sum payment (see next section). Overall, only
93 claimants (i.e., 12 percent of the treatment group) were recorded as having at least one End
of Waiver Period Review. Among those for whom a review was conducted, 75 percent occurred

between 9 and 12 weeks after random assignment as planned, and a large majority (77 percent)
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resulted in the waiver being extended, with very few claimants (4 percent) being instructed to
return to regular Ul
Lump-Sum Péyment

To receive a lump-sum payment, SEED'participants had to achieve five milestones:

*  Completion of the training sessions; '

. Development of an acceptable business plan; -

e Establishment of a business bank account;

e  Satisfaction of all licensing requirements; and,

o Obtaining adeqﬁate financing. \

In Table 3.4, we provide summary information on the receipt of 'lu}mp-'sum payments in the
demonstration. During the demonstration, a total of 451 treatment group members (60 percent)
completed all milestones and received a lnmp-sum payment.”” Approximately $1.9 million was
paid in the form of 1ump-sufn payments, with an average payment of $4,2254‘.

As shown in Table 3.4, the amount of the lump-sum varied considerably among SEED
participants. - For example, the minimum lump-sum payment was $561 and vt;he maximum was
$7,380. One quarter of the recipients received a lump-sum payment of less than $3,077, while
another quarter received more than $5,451. The large differences in the lump-sum payment
reflect differences in the maximum benefits payable and in the weekly benefit amount, as well
- as differences in the time required to meet the five program milestones and start a business.’

Table 3.4 also provides information on the lerigth of time after random assignment it took
for individuals to receive their lump-sum payments. As this table indicates, 44 percént of all:
treatment group members who received their lump-sum payment received it within 6 weeks of
random assignment (or within approximately 4.5 weeks after the business trammg modules)
Another 18 percent took more than 12 wecks after random assignment to complete all of the

milestones required to receive the lump-sum payment. Overall, the average lenigth of time after

19 The proportion of treatment group members who received a lump-sum payment ranged from a low of 47
 percent in Wenatchee to a high of 65 percent in Snohomish County.

2 The averagé lump-sum payment also varied considerab_ly across site and tended to be much higher in the
urban areas of King and Snohomish County and lower in the rural sites. This difference reflects the higher Ul
entitlement amounts in the urban sites, as well as differences across sites in the time reqmred to meet the five
milestones. .
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Table 3.4
Washington
SEED Lump-Sum Payments

Amount of Lump-Sum Payment ($) ,
Minimum $561

Lowest Quartile $3,077
Median $4,360
Third Quartile ' $5,451
Maximum ' $7,380
Average , : $4,225

Time from Random Assignment to Lump-Sum
Payment (percent)

Less than 3 Weeks 9%
3 - 6 Weeks 35%
6 - 9 Weeks 22%
9 - 12 Weeks 17%
12 - 15 Weeks } . 12%
More than 15 Weeks ' » : 6%
Average Number of Weeks to Lump-Sum Payment 7.8

random assignment until receipt of the lump-sum payment was 7.8 weeks. Since it took
approximately 4 weeks on average from the effective date of claim to random assignment, this
indicates that treatment group members who received a lump-sum payment did so on average
within about 12 weeks after their effective date of claim.?

2 There were some site differences in the time taken to achieve the lump-sum payment. For example,
treatment group members who received a lump-sum payment in Vancouver, King County, or Wenatchee averaged
nearly 9 weeks from random assignment, as compared to roughly 6 weeks in the other three sites. This suggests
potential differences across sites in the types of businesses established, the needs of claimants, or the ways in which
BDSs assessed the achievement of milestones. Early in the demonstration, we identified a large proportion of SEED
participants in Snohomish County receiving their lump-sum payment extremely early. This occurred because the
BDS in that site initially treated the milestone review process as pro forma and approved many claimants for their
lump-sum payment at the end of the business training modules. This situation was identified during site visits and
corrected at an early follow-up training session.
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4 .
MASSACHUSETTS
DEMONSTRATION IMPLEMENTATION

In this chapter we provide an overview of the Massachusetts Eﬁtérprisé 'Prbject
iinplementation experiences. As we did earlier for the Washington: demonstratlon, we first-
describe the flow of claimants through the intake process — from the identifi ication of targeted
claimants through random assignment. The effect of the targeting criteria and self-selection is
then examined by comparing the demographic characteristics of the UI population, the targeted’
population, and the treatment group. » ‘ '

Following the assessment of sample éhamctedstics, we provide a detailed description of |
the changes in demonstration sites and program operations that took place over time. Following
this description of implementation changes, we present evidence of the effect jof these changes
on participation in program activities and on the timing of program activities..

We conclude the chapter by describing the changes in UI regulations that were initiated -
during the demonstration implementation period. These exogenous changes in the demonstration
environment clearly indicate a strong potential for influencing the impact angial'ysis.' For this
reason we discuss the potential effects of these changes on the analysis results. We aiso discuss
whether, in light of these effects, it is appropriate io pool the three cohorts for the impact

analysis.

DEMONSTRATION INTAKE

| The Masséchusetts Enterprise Project was implém’ented in three phases. The first phase
began demonstration intake in May 1990 and contmued for approx:mately five months; the

second intake phase began in April 1991 lastmg seven months until October 1991; and the third,

and final, intake phase began in March 1992 and continued for approximately one year, until
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April 1993. Business support services remained available to demonstration participants for five
months after the end of each intake period.

As discussed in Chapter 2, a two—step process was used to identify the target population
of new Ul claimants invited to participate in the demonstration. The first step was to apply

targeting criteria to all new UI claimants and eliminate those who

o were under age 18;
. filed interstate claims; and,
o were eligible for fewer than 26 weeks of UI benefits.

These characteristics were identified using information contained in the UI claims record. The
State computer system identified those new claimants in the categories described above and
eliminated them from the pool of potential project participants.' The claims records for the
remaining eligible claimants were then transferred from the State UI mainframe to the
demonstration database, the Participant Tracking System (PTS). (This system is described in
detail in Chapter 6).

Since the authorizing legislation required that the program focus on unemployed
workers likely to exhaust their UI benefits, the second step in identifying the target population
was to select those individuals likely to exhaust their UI benefits. To do so, we developed an
algorithm to predict each claimant’s likelihood of UI benefit exhaustion.”? The algorithm
predicted the probability of UI benefit exhaustion on the basis of information available on the

Ul claims record, including:

e Total number of dependents;
o Ratio of benefit amount to average wage;
o Whether the claimant was permanently separated from the pre-layoff job;

. Office in which the claim was filed;

. Education level (four categories -- less than ninth grade, some high school,
college, and postgraduate education);

e Industry of most recent job (construction, manufacturing, and nondurable
‘manufacturing); and,

2 For a detailed description of the algorithm, see Benus, et al. "Massachusetts UI Self-Employment
Demonstration Interim Report to Congress" in Self-Employment Programs for Unemployed Workers, U.S.
Department of Labor, Employment and Training Administration, 1992.
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. Occupation (professional or clerical). o
A numerical probability of exhaustion was calculated for each new claimant by “applying the
algorithm to the characteristics of each individual record downloaded from the State mainframe.
Claimants with a low predicted probability df exhaﬁsting UI benefits (i.e., those with a
calculated probability below .25) were excluded from the target population for the
demonstration: Those in the target population were then sent an invitatién‘ to attend the
Information Session.? v

~ Exhibit 4.1 shows the distribution of the probability of benefit exhausti,{m (by cohort) for
all sample members whose exhaustion probability was .25 or higher. Based bn administrative
data, we estimate that applying the .25 thresho_ld' resulted in eliminating 12 pércent of all new
UI claimants in Massachusetts who satisfied the initial targeting criteria. Among those included
in our samﬁle, the median exhaustion probability was approximately .55 and remained consistent
across all three cohorts. _ _

In Table 4.1, we present the affect of applying the above targeting ’jcriteria in 1990.
Specifically, we compare the characteristics of all Ul claimants in the demonstration sites with
those who were invited to attend the Information Sessions (i.e., the target grou;)). As ihdicated /
by this comparison, new claimants invited to attend the Information Session wére similar to the
population of .all UI claimants in the demonstration sites on most chamctéristic;s. Both groups,
for example, were similar in terms of age and race and showed only slight differences in pﬁor
occﬁpation and industry. In terms of gender, however, larger differences were found between
invitees and UI claimants: 60 percent of all UI claimants were male, while only 51 percent of
those invited (the target group) were male. _ | «

Table 4.1 also provides informétion for comparing the characteristics of the target group
(i.e., those inizited to thé Information Sessions) with the characteristics of the treatment group.
This comparisbn aﬂows'us to examine the effects of self-selection into the demonstration. That
is, since only those UI claimants who were interested in self-employment attended the

Information Session, and since only the most interested attendees subsequently submitted an

3 In the two largest sites, Lowell and Woburn, further subéam'pling was necessary to ensure an even flow of
participants from all sites. During 1990 and for part of the 1991 cohort, only 75 percent of all likely exhaustees
were randomly selected to receive an invitation. This subsampling was discontinued in July, 1991.
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Probability of UI Benefit Exhaustion by Cohort
Massachusetts Demonstration
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Table 4.1
- Massachusetts ~
Characteristics of UI Claimants,
Targeted Claimants and the Treatment Group
Cohort 1

Gender
Male
Female

Age at Random Assngnment

less than 25
. 25-54

55 or older

Mean Age

Race/Ethnicity
Caucasian
African American
Hispanic
Other

Education
High School Graduate
Some College
Mean Education (in years)

Former Occupation
Professxonal/Techmcal
Clerical

‘Former Industry
Manufacturing
Services _ .

Demonstration Site
Gloucester
Greenfield
Lowell

New Bedford

Roxbury

Springfield

Woburn

60%
40%

15%
73%
12%

84%

10%
5% -

2%.

NA
NA
NA

22%
17%

26%

2%

6.2%

4.6%

24.4%
18.9%
8.3%

34

NA

51%

49%

16%
73%
11%

37

81%
12%
5%
1%

66%
16%
13

27%
22%

30%
25%

7.8%

6.4%
22.3%
15.4%
10.0%
21.2%
16.8%

Source: PTS and DET's Statewide Summary of Claimant and Jobs Data: September, 1990

65%
35%

3%
93%

5%
39

87%
11%
1% -

1%

54%
40%
14

62%
10%

24%
37%
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application form, the treatment group is composed of individuals who, through their initiative
and persistence, selected themselves into the group ‘eligible for random assignment into the
program.

As seen in Table 4.1, the target group is nearly evenly divided between males (51
percent) and females (49 percent); the treatment group, on the other hand, is nearly two-thirds
male (65 percent). On average, the treatment group is slightly older than the target group (39
years old versus 37 years old). An examination of the age distribution of the two groups reveals
that this age difference is largely due to the relative absence of young people from the treatment
group (only 3 percent of the treatment group was less than 25 years old as compared with 16
percent for the target group). The treatment group is also more educated than the target group,
with a higher average number of years of schooling completed (14 years versus 13 years) and
a substantially higher percentage of individuals who attended at least some college (40 percent
versus 16 percent). Treatment group members are also more likely than target group membérs
to have previously worked in professional/technical occupations (62 percent versus 2’} percent)
and more likely to have previously worked in the services industry (37 percent compared with
25 percent). Finally, treatment group members are less likely than the target group to be
employed in clerical dccupations and in manufacturing industries. In summary, the self-selection
 of individuals into the demonstration resulted in creating a participant group that may be viewed
as "more advantaged" than the target population: slightly older, more educated, and more likely
to be in professional occupations.

Tables 4.2 and 4.3 present similar data for UI claimants, target group members, and
treatment group members in Cohorts 2 and 3. An analysis of these data reinforce the above‘
findings. Thus, targeting resulted in a group of eligible claimants who were similar in many
réspects to the general Ul claimant population. Those who self-selected themselves. into the
demonstration, on the other hand, differed from the general UI population on a number of

dimensions and yielded a participant group that was more advantaged than the broader target

group.
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Table 4.2
Massachusetts
Characteristics of UI Claimants,
Targeted Claimants and the Treatment Group
' Cohort 2 o

Gender ' . :
Male : : 58% ' 51% : 70%
Female 2% 49% 1 30%
Age at Random Assignment o ' .
less than 25 ' 14% - 15% 2%
25-54 75% 74% 88%
55 or older 12% 12% 10%
Mean Age NA : 38 41 I
Race/Ethnicity ‘ : v
' Caucasian 78% i 80% 91%
African American 11% - _ 13% - 8%
Hispanic 5% ' 6% 0%
Other 8% 1% 1% "
Education o}
High School Graduate - NA. 66% 58%
Some College ~ NA 18% 39%
Mean Education (in years) NA 13 14
i
Former Occupation - _ ‘ : ,
Professional/Technical ‘ -23% 27% 49%
Clerical 17% 18% 11%
Former Industry
Manufacturing 24% 24% 29%
Services 19% = . 25% 20%
Demonstration Site ~ , :
Greenfield ' 50% . 5.7% 6.3%
Lowell , 11.3% 12.3% z 20.8%
Milford 24.9% 21.4% 20.2%
New Bedford - ' 14:1% 10.7% 7.6%
Roxbury 10.2% 11.6% ‘ 5.7%
Springfield - 17.0% 20.7% 17.7%
Woburn 17.6% 17.5% : 21.5%

. Source: PTS ad DET's Statewide Summary of Claimant and Jobs Data: September, 1991
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Table 4.3
Massachusetts :
Characteristics of Ul Claimants,
Targeted Claimants and the Treatment Group
Cohort 3 '

Gender
Male 60% , 57% 72%
Female 40% 43 % 28%
Age at Random Assignment , :
less than 25 10% - 13% 2%
25-54 77% 75% 90%
55 or older 13% 12% 8%
Mean Age NA 38 41
Race/Ethnicity
Caucasian ' 80% 80% 89%
African American 12% 13% 8%
Hispanic " 5% 6% 2%
Other 2% 2% 1%
Education |
High School Graduate NA 69% 52%
Some College NA 15% 45%
Mean Education (in years) NA 13 14
Former Occupation
Professional/Technical 28% 26% 60%
Clerical 19% : 17% 7%
Former Industry
Manufacturing 27% 26% 22%
Services - 24 % 25% 30%
Demonstration Site
Greenfield 5.8% 5.2% 59%
Lowell 25.9% 24.4% 17.9%
Milford 11.7% 11.0% 18.2%
Northampton 6.7% 7.5% 10.8%
Roxbury 11.6% - 12.2% 79%
Springfield 20.3% 20.3% 14.2%
Woburn 18.0% 19.4% 24.8%

Source: PTS and DET'’s Statewide Summary of Claimant and Jobs Data: May, 1993
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PARTICIPANT CHARACTERISTICS

In the previous sectidn; we analyzé_d the effect of ’ta’rg'eting and self-selection on the
demonstration sample. We concluded that targeting and self-selection had a consistent effect in
each of the three cohorts. In this section, we examine the characteristics of the resulting
samples. - | -
The demographic and other characteristics of sample' members in each of the three
cohorts are presented in Table 4.4.% As indicated in this table, Cohorts 1,;*2, and 3 are quite
similar: approximately two-thirds are male; the mean age is approximately 41 years old; the vast
majority is Caucasian; and‘ the average number of years of education is 14.1 We conducted a
. t-test of differences in means or proportions for each of the characteristics in the table and found

none of the cohort differences to be statistically significant at the .05 level. Based on this
analysis, we conclude that Cohorts 1, 2, and 3 are quite similar. ,
As discussed in Chapter 3, a critical evaluation issue concerns the comparability of the
individuals in the treatment and control groups. We compared the characteristics of the
“treatment and control groups (results not presented here) and found that the random assignment
‘process was very successful in generating two groups that were relﬁarkably sﬁnﬂar on all of the
standard characteristics collected at the time the claim was filed. In addition, the groups are
extremely similar on prior earnings and prior business experience. We cdnducted t-tests of
differences in means on these characteristics and found that none of the differences was
statistically significant at the .05 level. Thus, we conclude that differences in outcomes observed

for treatment and control group members can be confidently attributed to the demonstration.
CHANGES IN PROGRAM IMPLEMENTATION
As described above, the Méssachusetts" Entérpﬁse‘ Project was implemented in three

distinct phases. During the first enrollment period, which operated from May through
September 1990, 207 individuals were randomly assigned to treatment or control status. This

# For this analysis we combine treatment and control group members.
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Table 4.4
Massachusetts
Characteristics of Experimental Sample
" (Treatments and Controls)
Cohorts 1, 2, and 3

Gende :
Male 67% 67% 70%
Female 33% 33% 30%
Age at Random Assignment
Mean Age (in years) 39.8 41.1 40.7
Race/Ethnicity
Caucasian ‘ 89% 90% 89%
African American 9% 8% 9%
Hispanic 1% | 1% 2%
Other 1% 1% 1%
Education o ’
Percent College Graduate 43% 45% 45%
Mean Education (in years) 14.3 14.6 14.5
Ul Entitlement ($) :
Mean Weekly Benefit Amount | $244 $250 $268
Mean Maximum Benefit Payable | . $7,249 $7,448 » $7,990
Source: PTS

All values shown in the table are based on non-missing values. Therefore, the sample size for different variables may
vary slightly.

enrollment period is referred to as Cohort 1 (or the 1990 sample). The Cohort 2 (or the 1991
sample) enrollment period lasted from Apnl through October of 1991, during which time 314
claimants were enrolled in the experimental sample. Cohort 3 (or the 1992-93 sample)
enrollment lasted from March 1992 through April 1993, assighing a total of 701 individuals to
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treatment and control status. Thus the Massachusetts demonstration includes. 1,222 16)1
claimants.

While the overall project design did not change between program years, some program
features did change during the three-year implementation period. ~ Since these changes may
influence and/or help explain the analytic results presented in subsequent chapters we highlight

these changes below.

Changes in Demonstration Sites |

Perhaps the most important change in the Enterprise Project implerilentation was the
change in demonstration sites. In 1991, for example, Milford was added and Gloucester was -
dropped from the demonstration. The primary reason for this change was to increase the flow
of claimants into the demonstration (Milford is substantially larger than Gloucester). The
remaining sites (Greenfield, Lowell, New Bedford, Roxbury, Springfield, and Woburn) operated
the demonstration in both 1990 and 1991. '

For the final phase of the demonstration (1992-93), an additional change in sites took
place: New Bedford was dropped and Northampton was added. This change was necessitated
by the fact that New Bedford was selected as a site for the Massachusetts Industrial Services
Program (ISP), another entrepreneurial training program. The selection of New Bedford as an
ISP site increased the likelihood that Enterprise Project control group members would have -
received entrepreneurial training services through the ISP program, thus, potentially confounding
the demonstration results. Furthermore, the Massachusetts Departnient 