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PREFACE

This is the final report on MDRC's evaluation of New Jersey's Grant
Diversion Project, an or~-che-job training (OJT) program for recipients of
Ald to Families with Dependent Children (AFDC)., Operated as a small-scale,
voluntary program, it was one of several employment and training services
available to AFDC recipients through the New Jersey Work Incentive (WIN)
Demonstration system.

The New Jersey evaluation, and an earlier studv of Maine's Training
Opportunities in the Private Sector (TOPS) Program, provided an opportunity
for MDRC to examine the results of a voluntary program as part of its
multi-state Demonstration of State Work/Welfare Initiatives. The other
programs evaluated in this multi-year, large-scale series of studies (in
Arkansas, California, Illinois, Maryland, Virginia, and West Virginia) were
all .naandatory, generally low-~ or moderate-cost ini*iatives that served a
broad segment of the WIN caseload. Like other OJI programs, New Jersey's
initiative was intended to provide welfare recipients with access “o jobs
that paid higher wages and offered greater opportunities for stable employ-
ment and career advancement than jobs they would have normally obtained
through their own initiative. The New J2rsey evaluation 1is also of
interest because, as in Maine, New Jersey paid for OJT wage subsidies
through an innovative fundirg process known as grant diversion. Under
grant diversion, funds formerly allocated to AFDC gr-ants are used instead
to subsidize a share of the OJT wages.

The Demonstration of State Work/Welfare 1Initiatives 1is a unique
opportunity for MDRC to work with states in evaluating their employment

programs and to examine a subject of national and state concern: the



critical relationship between work and welfare dependency. Addressing
state issues in a manner that benefits policy at many levels is a challenge
that MDRC is privileged to undertake.

The demonstration documents a shift in responsibility from the federal
government to the states. The individual studies evaluate the initiatives
designed and implemented by the states under the provisions of the Omnibus
Budget Reconciliatior Act of 1981, This authorized states to operate
Community Work Experience Programs (CWEP) for AFDC and to streamline the
administration of the Work Incentive (WIN) systems. Since states responded
to these options in different ways, the demonstration is not built around a
single model. Rather, the evaluations “ocus on initiatives that represent
some of the major variations being tried in this countiy, 'spanning a range
of local econamic conditions and AFDC provisions,

MDRC could not have conducted this multi-year study without the
support of The Ford Foundation, which provided funds for planning and for
the evaluation activities of the participating states, matching an equal
investment of state or other resources. This joint funding is another

significant aspect of the demonstration.

Throughout this demonstration MDRC has been gratified by the

cammitment of the participating states and foundations and their interest
in the findings. It is our hope that this demonstration and its results
have contributed to informed decision-naking and will ultimately lead to
even more effective programs, which will increase the self-sufficiency of
welfare recipients.

Judith M. Gueron
President




EXECUTIVE SUMMARY

This report analyzes the implementation, impact, and cost-effective-
ness of an on-the-job training (OJT) program for recipients of Aid to
Families with Dependent Children (AFDC) in New Jersey. The program was
operated as a small-scale, voluntary component within the broader range of
employment and training services offered to welfare recipients through the
state's Work Incentive (WIN) Demonstration system. Thus, the evaluation
addresses one program option, not tne WiN bemonstration sSysiel &5 & wiivl&s

Enrollees in the pr-ogram, mostly female single heads of household,
were eligible for placement in OJT positions with local employers. These
employers (mainly in the private sector) agreed to hire one or more welfave
recipients on a trial basis for a specified period of up to six months,
with the understanding that individuals who performed satisfactorily during
the trial period would then be retained as regular full-time employees. In
return, the state reimbursed employers for half the wages paid to OJT
employees during the trial period.

New Jersey used a process known as welfare grant diversion to finance
the wage subsidies offered to OJT employers. The state's reliance on this
funding mechanism was reflected in the program's official name, the WIN
Grant Diversion Project. Nevertheleits, the focus of this report is on the
effectiveness of the OJT _program rather than the details of the grant

diversion funding mechanism, which was merely the way the state elected to

pay for the OJT wage subsidies.
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Overview of Research Questions and Findings

This study assesses the effects of adding an OJT component to the
existing system of employment-relate activities for welfare recipients
registered with WIN. It does so by comparing the employmen., earnings, and
welfare receipt for two groups who differed only in the program services
available to them. The first (called the "experimental group" in this
study) was eligible for OJT positions, as well as the normal array of
services under the WIN and Job Training Partnership Act (JTPA) cystems.
The second group (called the "control group") was also eligible for WIN and
ITPA services  hut nnt far the WIN ATT comnn: ant, Approximatelv 43 naercent
of the experimentals actually worked in OJT positions, and many within both
tre experimental and control groups received other WIN or JTPA services.

About 82 percent of experimentals and 75 percent of controls were
employed at some point during tne first year of follow=-up. The higher
employment rate for experimentals resulted directly from their enter ing
subsidized OJT positions. By the second year of folliow-~up, when almost all
the experimentals had completed their OJT subsidy period, there was no
significant remaining difference in the percentage of experimentals and
controls who were employed, but the experimentais averaged $468 more 1in
total earnings -- a 15 percent gain, This suggests that while the program
did not produce sustained increases in the number of people with jobs, 1t
did lead to jobs which either paid higher wages or provided more hours of
work even after experimentals had completed the OJT subsidy period. The
earnings gains were accompanied by welfare savings, which peaked during the
third through sixth quarters £ follcow-up xnd averaged $238 (or 1l percent

of the control group mean) in the second year,

-
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Because the in.rease in earnings was greater than the reduction in

welfare payments, the experimentals were made better off financially. It
also appears that, from the perspective of goviinment budgets, the program

could be expected to pay for itself.

Program Context

The OJT program which is the subject of this study operated trom
October 1984 through June 1987, This was not, however, New Jersey's first
effort to provide OJTs to welfare recipients. Indeed, the state had pre-
vionsly onerated a larger-scale OJT proaram that was curtailed in the earlv
1980s due to reduced federal funding for the WIN program. In 1984, New
Jersey partially restored its OJT program after becaming one of six states
chosen by the federal Office of Family Assistance (OFA) to participate in a
demonstration of programs that used weifare grant diversion to fund wage
subsidies.

Administrative responsibilities for the OJT program were shared
between the New Jersey Department of Human Services (DHS) and the New
Jersey LCepartment of I-~hor's (DOL) Division of Employment Services (ES).
ES staff were primarily responsible for developing OJT positions for
program enrollees. DHS staff were primarily responsible for operating the
grant diversion funding mechanisn.

The OJT program wa< operated in n‘ne of New Jersey's 21 counties --
Atlantic, Burlingto.,, Camden, Essex, Hudscn, Mercer, Middlesex, Monmouth,
and Passaic. Seven counties began the program in October 1984; Hudson and

Middlesex began in mid-1985. New Jersey's largest cities are included in

these counties, as are a number of smaller industrial and commercial towns.




All of these counties shared in New Jersey's eionomic expansion during the
mid-1980s, with each experiencing a declining unemployment rate. However,
these counties also included several areas of continued high unemployment,

Enrollment in New Jersey's OJT program was voluntary, but entry was
restricted to adult AFDC recipients aged 18 and over who were single
parents. Local ES job developers recruited program enrollees primarily
from their county's active WIN caselo.d: that is, wvelfare recipients who
were participating in or had recently completed a WIN employment or
training activity. To be accepted into the prc-ram, recipients had to
demonstrate interest in an OJT position and be considered employable by
program sta.f. Both the experimentals and controls in this study could
therefore be expected to receive more services and have higher rates of
enployment than the New Jersey AFDC caseload as a whole,

As 1in any OIT program, some of the individuale accepted in New
Jersey's program aid not actually work in OJT jobs. Enrnollees =-- both
those who entered OJT positions and t! )se who did not -- could take part in
other WIN activities at any time after prograim intake, WIN activities
included job search, . ork experience, and referral to remedial education or
vocational training, Enrollees could also participate in training

activities administered through the state's JTPA system.

Research Design and Data Sources

A rigorous research design was nsed to determine the effects of adding
the OJT rcmponent to the existiug array of WIN and JT"A services. Half of
the WIN registrants who applied for and were deemed appropriate for OJT

employment were randomly assioned to an experimental group, which was
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eligiblc for an on-the-job-training position as well a< other WIN and JTPA
services. The othe. half were assigred to a control group, which was not
given access to OJT jobs but remained eligible for all other WIN and JTPA
activities.

The evaluation therefore compares two program streams: regular WIN and
JTPA services plus eligibility for an OJT position versus regular WIN and
JTPA services alone. The report does not estimate the effect of offering
only on-the-job training, as would have been tle case 1f those in the OJT
program were not eligible for any other services. It also does not
evaluate the act.vities the experimentals engaged in compared to a "no-
service®" control group.

The impact of the program was estimated by comparing the post-random
assignment employment, earnings, and welfare receipt for the experimental
and control groups. Because the groups were equivalent except for the
services available to them, any statistically significant differences
between the outcomes for the two groups could confidently be attributed to
experimentals' eligibility for 0OJT positions. Differences were considered
to be statistically significant if there was no more than a 10 percent
possibility that they would have occurred by chance.

The analysis relied on two automated data bases toO measure program
outcames. New Jersey's Famlly Assistance Managdement Information System
(FPMIS) provided records of monchly AFDC payments for each sanple membel
from 12 months prior to random assignment through Augusi 1987. Employment
and eoccrnings data were obtained from the state's automated Unemployment
Insurance (Ul) earnings system. H?wever, since this system was not
established until April 1985, camplete employment and earnings data were

14
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not available for people entering the research sample between October 1984 |

and March 1985. The employment and earnings data were reported on a
guarterly basis, with each quarter representing a three-month block of
time. The data were collectad through the first guarter (i.e., Marih) of
1987.

Additional sources of data were used to measure OJT employment, parti-
cipation in altecnative WIN and JTPA activities, and the costs of the OJT
program. These data sources included OJT employment records, Employment
Security Automated Reporting System (ESARS) records, the JTPA Automated
Reporting System records, and published data on program participation and
costs. Administrative reports and documents, and interviews with program
staff were the key sources for studying the implementation of the OJT
program, Client Information Sheets (CIS), which were filled out by job
developers during program intake, provided information on the character-

istics of research sample members.

Characteristics of the Full Research Sample

Sample members were a relatively disadvantaged group, according to the
information recorded on the CIS. Three-quarters of the sample had been on
welfare for at least two years during their 1lives and sample membnrs

averaged over 18 months of welfare receipt during the two years prior to

randam assignment. Over half had not worked in the two years before random
assignment. The sample was comprised almost entirely of black and Hispanic

single mothers,

Nevertheless, same factors suggested more favorable job prospects.

Sixty percent of the sample reported having received a high school diploma




or GED, and 83 percent reported having worked at some point in their lives.

Further, the 45 percent of the sample who had been employed at any time
during the two yvears before random assignment reported working nearly 35

hours a week and earning an averade of $4.50 per hour.

The Need to Use Subsamples in the Analysis

Ideally, all questions of in“erest could have been addressed using the
full research sample of . 943 individuals randomly assigned between October
1984 and June 1985, In particular, the key questions are the program's
impacts in the short term (i.e., the first year sfter random assignment)
and longer term (1i.e., beginning with the fifth quarter after random assign-
ment, when almost all experimentals had completed their OJT subsidy
period).

However, 1t was not possible to use the entire sample to answer both
these questions for twc reasons. First, as noted earlier, complete earn-
‘ngs data were not available for the 339 individuals randomly assigned
before April 1985. Second, because the research schedule required fixed
cut-off dates for da%a collection -- March 1987 for UI earnings records and
August 1987 for A..'-. v ayments records -- different lengths of follow-up
were available for :nl:. - .als depending on when they entered the research
sample.

Therefore, the program's short-term impacts we.e determined by using a

research sample of 1,604 people (called the short-term impact sample) that

includes 2all individuals who were randomly assigned, except those entering

the sample betore April 1985 for whom UJ earnings data were not available.

To measure the program's longer-term impacts, it was necessary to use the




subsample of 994 individuals randomly assigned frcm October 1984 through

September 1985, This early sample includes the only individuals for whom

sufficiently long-term follow-up data were available, i.e., sevea quarters
of earnings data and eight quarters of AFDC data. The early sample is also
the primary focus of the implementation and benefit-cost analyses.

On average, the early sample was somewhat less disadvantaged than hoth
the research sample as a whole and the short-term impacc sample, The early
sample had less prior welfare receipt, more prior employment, and higher
educational achievement, The more disadvantaged cheracter of the sample
members randomly assigned after September 1985 1s associated with two
changes that affected sample intake. First, improvements in New Jersey's
economy during the second year of the program made it easier for more "job
ready" individuals to find work on their own znd left those with greater
barriers to employment on the welfare rolls. Second, Hudson and Middlesex
Counties began operating the program in the summer of 1985 and had a higher

proportion of disadvantaged individuals.

Findings on Program Implementation

o The program averaged approximately 200 placements into OJT
positions per year, Nearly 43 percent of all experimentals
worked at some point in an OJT position.

The New Jersey OJT program placed more enrollees in OJT jobs than any
of the other five states chosen by OFA to run a grant diversion der.on-
stration. However, the number of placements feil below anticipated levels
and failed to reath the yearly averages recorded in New Jersey during the

late 1970s. Program staff cited several factors that constrained the

number of placements: high turnover among OJT job developers; lack of appro-

. I4
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priate skills and motivation among some sample members; and lack of public

transportation and day care facilities. The demonstration 1itself (which
made members of the control group ineligible for CJT positions) was also
cited as contributing to the program's inability to meet its original goal
of 500 OJT placements per year.

The program's performance seemed to improve during its second year.
Forty-five percent of experimentals randomly assigned between October 1985
and June 1986 worked in OJT jobs, compared to 41 percent of experimentals
randomly assigned before that time. In addition, the average wait between
random assignment and the start of OJT employment dzcreased from eight
weeks during the first year to four weeks during the second year of
operation.

o Slightly over half of the experimentals who worked in OJIT
positions ccapleted the subsidy period, which averaged ten
weeks. All but one of those completing the OJT were retained
as unsubsidized employees.

According to data reported by the state, 56 percent of OJT employees
completed their trial employment period. All but one of those who complet-
ed the trial period were retained as unsubsidized employees. Twenty-nine
percent failed to complete the trial period for "good cause® reasons, such
as 1nability to do the work; health, child care, or transportation
problems; or quitting to take another job. Fifteen percent left their OJT
iobs without good cause or were fired for excessive absences or lateness.
OIT employees ¢ rned an average of $4.43 per ho.r at the start of their 0OJT
jobs.

o Within 12 months of random assignment, 84 perceat of experi-

mentals participated in at least one WIN or JTPA activity,

including OJT employment. ~ Although not eligible for OJT
employment, 73 percent of controls participated in other WIN

-
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or JTPA activities within 12 months of randecx assignment,

For 13.2 percent of experimentals, OJT employment was the only program
activity during the first year of follow-up. Another 26.6 percent combined
OJT employment with participation in one or more alternative WIN or JTPA
activities, usually before the start of their OJT jobs. A third group, com-
prising 44.1 percent of experimentals, took part in WIN or JTPA activities
but did not work in OJT jobs. At some point during the first year after
randam assignment, about 62 percent of experimentals were active in a Job
Club or in individual job search; 7 percent were employed in unpaid work
experience jobs; and nearly 21 percent took part in education and training
activities sponsored by JTPA.

Controls were also highly served and, except for OJT employment, their
pattern of activities resembled that of experimentals. Over 66 percent of
controls took part in job search, 8 percent in work experience, and 17
percent in JTPA. Although a slightly higher percentage of controls parti-
cipated in job search and work experience, and a smaller percentage took
part in JTPA, the experimental-control difference is less than 4 percentage
points for each activity. Nearly a fifth of the control group participated
in two or more activities.

The high rate of participation by controls in WIN and JTPA services
indicated that if the OJT program had not been avallable, many of those who
were interested in and suitable for it would have participated in other
services.

© New Jersey spent a total of $1,642 per experimental to provide

OJT employment and alternative WIN and JTPA services. The
cost of providing WIN and JTPA services to controls was $782

per person, The experimental-control (or net) difference in
program costs was $860.

19




The OJT program spent $348 per experimental ($853 per OJT employee) in
wage subsidies to employers. OJT administrative costs weie $500 per experi-
mental ($1,226 per OJT employee). An additional $794 per experimental was
expended for administration of job search, work experience, and training
activities, as well as for general WIN and JTPA administrative costs.

As noted earlier, experimentals and controls had comparable overall
levels of participation in services other than OJTs. The experimentals’
lower use of alternative WIN services and lower payments for childcare and
training expenses were offset by higher participation in JTPA activities.
Since experimentals' access to OJT positions did not reduce their overall
use of alternative services, the net cost of adding the OJT component to
the existing delivery system ($860) was almost identical to the cost of the

OJT wage subsidies and OJT administration ($847).

Findings on Program Impacts

The impact findings described below should be interpreteda in light of
two key points. First, the impacts are analyzed fram the perspective of
the sample members, not of the government budget. Thus, no distinction is
made between earnings fram subsidized and unsubsidized jobs; similarly,
AFDC expenditures for experimentals include only the payments made directly
to them. The amounts diverted to subsidize QJT wages are not considered
here, although they will be accounted for in the benefit-cost analysis dis-
cussel later.

Second, impacts for the fivst year after random assignment are esti-

mated for a "short-term impact sample,® which consists of individuals ran-
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domly assigned from April 1985 through June 1986. Longer-term impacts
(i.e., for the period beginning with the fifth quarter of follow-up and
ending with the seventh quarter for earnings ard the elghth quarter for
AFDC payments) are estimated for an "early sample® of individuals randomly

assigned from October 1984 to September 1985.

Short-term Impacts

0 The OJT program led to substantial employment gains 1in the
first two quarters after random assignment. These impacts
then declined sharply.
Employment rates for experimentals were 15.3 percentage point: highet
than for coatrols in the first quarter after random assignment and 13.1
percentage points higher in the second quarter after random assignment.
(See Table 1.) This increase appeared to result fram expe. imentals working
in an OJT position. By the fourth quarter, however, nearly as many
controls as experimeitals were working. This trend reflects the fact that
same experimentals left their OJT positions and that there was a steady
increase in employment rates ifor the control group. Overall, experimentals
averaged 2,28 quarters of employment during the first year, a statistically
significant increase of 0.35 quarters compared to the control group.
© The OJT program proiuced a statistically significant earnings
gain of $634 during tae first yea. after random assignment.
Average earnings for experimentals were 22 percent higher than
average earnings for controls.
During the first year after random assignment, experimentals earned
$3,500 on average, compared to $2,866 for controls. (See Table 1.) Earn-

ings rose consistently for both groups throughout the year, but experimen-

tals averaged roughly $120 to $220 more in every quarter. Since emplcyment
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TABLE

SUMMARY OF SHORT-TERM IMPACTS OF THE NEW JERSEY JJT PROGRAM

Outcome and Follow-Up Period Experimentats Controls Ditference
Ever Employed, Quarters 1-4 82.1% 74.7% 71.4%%%>
Average Number of Quarters with
Employment., Quarters 1-4 2.28 1.93 0.35%%=
Ever Employed
Quarter of Random Assignment 55.4% 40.1% 15.3%¢%%%
Quarter 2 61.8 48.7 13,18
Quarter 3 55.3 50.8 4.5*
Quarter 4 55.8 53.3 2.5
Average Tatal Earnings.
Quarters 1-4 $3500.06 $2865.78 $634.28%%*
Average Qurrterly Earnings
Qua: ter of Raondom Assignment 476.55 357.43 119.12%¢s
Quar ter 2 916.73 699.08 217 .66%%2
Quarter 3 1007 .89 868.64 139.25**
Quarter 4 1098.89 940.63 158.26%%
Ever Retelved AFDC,
Quarters 1-4 97.6% 97.2% 0.4%
Average Number of Manths
Recelving AFDC. Quarters 1-4 8.51 9.13 ~0,63%es
Ever Recelved AFDC
Quarter of Random Assignment 96.6% 95.2% 1.4%
Quarter 2 89.7 92.0- -2.2
Quarter 3 73.3 78.4 =5,
Quarter 4 62.1 67.8 ~5.6%%
Quarter 5 54.17 0.7 -5.9%¢
Average Total AFDC Payments,
Quarters 1-4 $3104.51 $3369.28 -$264,77%%>
Averagse AFDC Payments
Quarter of Randam Assignment 1007 .43 996.50 1J.93
Quarter 2 838.75 923.00 - B4,25%%s
Quarter 3 664.94 7174.55 - 109.61%2%
Quarter 4 593.39 615.23 -B1.84%%e
Quarter 35 533.55 604.60 =71.058%=
Sample Size 814 190

NOTES:

not employed and for sample members not receiving AFDC.

discrepancies In sums and Jirterences dve tc rounding.

These caiculations include values 0. zero for sample members
There may be

A two-tailed t-tes* was apjlied ta euch difference between

experiment
indical

al and controi groups.
et a.: * = 10 percent; ** = 5 percent; ¢¢

Statistical si

nitficance levels are
1 percent.

~
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gains were narrowing over this period, the persiste.ce of earning gains
through the fourth quarter suggests that experimentals worked in jobs that
either paid more or provided more hours of employment than the jobs in
which controls were employed,

O Experimentals spent fewer months on AFDC and received $265
less in welfare payments than controls during the first year
after random assignment.

Rates of AFDC receipt dropped steadily for both groups during the
first year after randam assignment; however, experimentals 1left AFDC
faster. By the fourth quarter after random assignment, 62.1 percent of
experimentals were receiving AFDC compared to 67.8 percent of controls.
(See Table l.) oOverall, experimentals averaged 8.51 months on AFDC during
the first year after randmm assignment, while controls averaged 9.13
months,

During the first year after randam assignment, experimentals averaged
$3,105 in welfare payments, an 8 percent reduction fram the average of
$3,369 paid to controls, From the second through fourth quarters, experi-

mentals averaged between $82 and $110 less in welfare payments per quarter.

These differences were all statistically significant.

Longer-t>rm Impacts

© During quarters five through seven, when almost all the
experimentals had completed the OJT subsidy period, there was
little or no difference between the ewployment rates for
experimentals and controls.
Altaough 70.1 percent of experimentals and 66.9 percent of controls
were employed at some point during quarters five through seven, the differ-

ence was not statistically significant and both groups averaged 1.7

xx- 23




quarters of employment during this period. (See Table 2.) A statistically
significant employment gain for experimentals in the fifth quarter was
followed by two quarters in which controls actually hid slightly higher
rates of employment, although the differences were not statistically
significant.
o During quarters five through seven, experimentals averaged
$468 more in earnings than controls. This is a statistically
significant increase of nearly 15 percent.
During quarters five through seven, experimentals averaged $3,627 in
earnings, while controls averaged $3,159. (See Table 2 and Figure 1l.)
Quarterly averages for both groups showed a generally upward trend,

although increases were not as rapid as during the first year. During

quarters Sive and six, experimentals averaged about $173 more in earnings

than controls. These differences were statistically sigrificant. The $123

difference in the seventh guarter was not statistically significant. As
was the case in the latter part of the first year after random assignmen:,
earnings increases in the absence of employment gains suggest that enroll-
ment in the OJT program gave experimentals access to higher pay or more
hours of work.

.0 During quartezrs five through eight, experimentals averaged
neariy half a month less of AFDC receipt than controls and
averaged $238 less in welfare payments. However, these diffcr-
ences decreased somewhat over time.

Levels of AFDC receipt continued to drop for both experimentals and

controls during cthis period, but the decline was faster for experimentals.
{See Table 2,) In each quarter, a smaller percaentage of experimentals

received AFDC payments than controls, although the difference was only sta-

tistically significant in the sixth quarter. Overall, experimentals




TABLE 2
SUMMARY OF LONGER-TERM IMPACTS OF THE NEW JE. <Y 0JT PROGRAM

Outcome and Follow-Up Period Experimentats Controls Difference
Ever Employed, Quarters 5-7 70.1% 66.9% 3.2%
Average Number of Quarters with
Employment, Quarters 5-7 1.69 1.66 0.03
Ever Emploged
Quarter 55.0% 51.5% 3.5%
Quarter 4 54.8 55.2 -0.4
Quarter § 56.9 51.6 5.3
Quarter 6 56.4 56.7 -0.2
Quarter 7 56.1 57.8 -1.7
Average Total Earnings,
Quarters 5-7 $3627 .43 $3159.10 $468.32%
Average Quarterly Earnings
Quarter 3 881.40 841.24 40.15
Quarter 4 974.33 939.52 34.8]
Quarter § 1155.09 981.25 173.83%#
Quarter 6 1259.79 1087.82 171.97%¢
Quarter 7 1212.55 1090.03 122.52
Ever Received aFDC
Quarters 1-8 98.0% 97.7% 0.3x%
Quarters 5-8 60.7 62.9 -2.3
Average Number of Months
Receiv’'ng AFDC
Quarters 1-8 14.24 15.06 -0.81%
Quarters 5-8 5.41 5.90 -0.49
Ever Received AFDC
quarter of Random Assignment 97.4% 96.3% 1.1%
Quarter 2 93.6 91.4 2.2
Quarter 3 14.8 11.17 ~0.9
Quorter 4 65.8 68.6 -2.8
Quarter 5 56.5 1.5 -4.9
Quarter 6 50.6 57.0 -6.48%
Quarter 7 47.9 5t1.7 -3.8
Quarter 8 45.7 47.5 -1.9
Average Total AFDC Payments
Quarters 1-8 $5133.51 $5560.99 -$427 .48 0%
Quarters 5-8 1945.94 2183.57 -237.63%
Average AFDC Payments .
Quarter of Random Assignment 998.55 994.41 4.13
Quarter 2 883.25 930.69 -47 .43 %%
Quarter 3 91.24 173.17 -81.9282s
Quarter 4 614,52 619.15 -84 630
Quartsr 5 543.19 416.80 -73.61%%
Quarter 6 493.73 576.85 -83.12%s
Quarter 7 470.46 513.54 -43.08
Quarter 8 438.56 476.38 -37.82
Sampie Size 508 486
NOTES: These calculations include values of zero for sample members

not employed and for sample memters not receiving AFDC. There mav be
giscT2psncies in sums ond differences due to rounding.

A two-tailed t-test was applied to each difference between
experimental and control groups. Statistical significance levels are
indicated as: * = 10 percent; ** = 5 percent; **® = | percent.
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averaged 5.41 months of AFDC receipt during quarters five to eigh. while
controls averaged 5.90 months. The difference 1is not statistically
significant, however.

burin? quarters five through eight, experimentals received an average
of $1,946 1in welfare payments, an 1l percent reduction fram the control
group aveiage of $2,1ud. (See Table 2 and Figure l.) Experimentals had
lower average payments in each quarter, but the savings decreased fram a
statistically significant $83 in quarter six to a not statistically

significant $38 in quarter eight.

Pindings from the Benefit-Cost Analysis

The benefit-cost analysis estimates the financial gains or losses that
resclted fram adding the OJT program to the regular array of WIN and JTPA
services, It 1is 1important to remember that these estimates, like the
impact estimates, present the net results for the program compared to the
benefits and costs of the substantial employment-related activities engaged
in by controls.

This analysis extends the impact results in several important ways.
First, it includes not only the program's impacts on earnings and welfare
payments, but also the effects on fringe benefits, tax payments, Medicaid,
Food Stamps, and the administrative costs associat d with these transfer
programs. These effects, which could not be measured directly, are imputed
primarily fram observed earnings and welfare impacts,

Second, using a number of assumptions, the analysis projects program
benefits and ccsts that are 1’ :y to occur after the end of data collec-

tion. This longer-range view is necessary because most costs are incurred

-xxiv-

27




early, when participants are still active in the program, whereas benefits

can be expected to accrue over a longer period as individuals continue to
work and pay taxes. For this reason, the benefit-cost estimates are
extended over a five-year period for each sample member, beginning with the
date of randam assignment. Actual earnings and AFDC data are available for
about the first two years of follow=-up, which 1s called the "observation
period.® For the remainder of the five years, effects are projected fram
data obtained during the observation period. Because the observation
period is relatively short -- and covers less than half > the five-year
benefit-cost period -- considerable uncertainty surrounds the precise
estimates in this analysis.

Third, the benefit-cost analysis 1s concerned with how gains and
losses differ depending on the perspective of different groups in society.
The principal questions addressed are whether members of the experimental
group become financially better off as a result of the program and whether
government budgets show net gains or losses due to the program. Table 3
displays these net gains and losses fram the perspectives of the welfare
recipients and the government budgets.

It 1s important to recognize that while this analysis 1is compre-
hensive, it cannot take 1nto account all factors that are potentially
relevant in interpreting benefit-cost results. For example, it does not
i1clude the possible displacement of other workers by any increased
enployment of experimentals, or the intangible benefits associated with
society's preference for work over welfare.

Finally, it should also be noted that the findings reported below may

be conservative estimates of the program's effectiveness. The results are
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TABLE 3

EST'MATED GAINS AND LOSSES PER EXPERIMENTAL
FROM THE PERSPECTIVES OF WELFARE RECIPIENTS AND GOVERNMENT BUDGETS

Component of Analysis and Perspective Estimate

Welfare Recipients

Gains
Earnings and Fringe Benefits
0JT Empl oyment $779
Unsubsidized Employment 1432 to 2571
Losses
Income. Sales and Payroll Taxes =367 to -59%
AFDC Payments ~-652 to -801
Other Traoansfer Payments ~20) to -379
WIN Allowance and Support Services -1
Net Present Value 971 to 1554

Government Budgets

Gains
Payroli Taxes $310 to $449
income and Sales Taxes 226 to 383
AFDC Paoyments . 652 to 801
Other Transfer Payments 200 to 379
Transfer Progrom Administration 12 to 113
Other WIN Operating Costs 39
WIN Allowances and Support Services 21
Losses
0JT wage Subsidies ~-348
0JT Operating Costs ~-500
JTPA Operating Costs -713
Net Present Value ‘ 601 to 1284
NOTES: All benefits and costs are estimated for a five year time

period beginning at random assignment and are expressed in 1986 dollars.
Because of rounding, detail moy not sum to totals. Results Include esti-
motes of projected program effects beyond the observation periad. The
first number of each range assumes a straight line decay of impacts to $0
by the end of the five-year period; the second number assumes that the most
recent program effects continue for each remaining quarter of the five-year
period. The net present value is the sum of all gains and |osses.
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based largely on the benefits and costs for the "early cample." There 1is
some indication that the results would be more favorable 1if sufficient
follow-up data had been available for the entire research sample.

0 Over a five-year period, enrollees 1in the OJT program are
likely to benefit by an estimated $971 to $1,554 per person.

Fram the perspective of the experimentals, the primary benefit of the
prograr was their increased earnings and fringe benefits, estimated to be
about 31,000 during the observation period. The principal offsets to these
gains were the inc.eazed taxes experimentals paid and the lower amounts of
AFDC, Medicaid, and Food Stamps they received compared to controls. During
the observation period, the net effect of these benefits and losses was an
average gain of $309 per experimental.

Using alternative assumptions about the projected future eZIfects of
the program, the net benefits to axperimentals over the full five-year
period will probably be between $971 and $1,554. While experimentals
clearly benefited financially from the program because they had net gains
even within the observation i .riod, the precise magnitude of these gains
over the full five years is much less certain.

0 From the perspective cf government budgets, the program can be
espected to pay for itself within about two and one-hal.
years. Net savings of betweer $601 and $1,284 are likely over
a five-year period.

From the perspective of government budgets, the principal gains were
the increased taxes experimencals paid and the reduced AFDC, Medicaid, and
Focd Stamps experimentals received compared to controls. The maln cost to
tiie government was the net increase in program expenditures for experimen=-

tals compareé to controls.

By the end of the observation period, all but about $90 of the $860




net cost of the program had been recouped. With rec-~onable assumptions
about continued program effects beyond the observation period, it is likely
that the program would break even within about two and one-half years and
would generate net savings o the government of between $601 and $1,234
over a five-year period. Again, while the conclusion that there will be
net saviags 1i: reasonably certain, the expected amount of the savings is

uncleal.

Conclugions

The finding that the program benefited those enrolled in it while also
Saving money for government budgets provides support for an OJT component
to be included within the array of WIN services available to welfare
recipients in New Jersey. It means that the program increased the income
of AFDC recipients at no net cost to the government. However, the program
was relatively small, and New Jersey, as well as other states, have found
it difficult to run OJT programs for welfare recipients on a much larger
scale, Therefore, the OJT program is probably best seen as an ef” :ctive
but limited part of the state's overall employment services for welfare

recipients,
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CHAPTER I

INTRODUCTION

This report analyzes the implementation, impact, and cost-effective-
ness of an on-the-job-training (OJT) program for recipients of aAid to
Families with Dependent Children (AFDC) in New Jersey. The program was
op<¢rated as one component of the employment and training services offered
to welfare recipients through the state's Work Incentive (WIN) Demonstra-
tion system.

Enrollees in the QOJT program, mostly female single heads of household,
were eligible for placement in on-the-job-training positions with 1local
employers. The employers (mainly in the private sector) agreed to hire one
or more welfare recipients on a trial basis, pay them wages, and train and
supervise them for a specified period of up to six months. Employers also
agreed to retain individuals who performed satisfactorily during the trial
period as regular full-time employees. In return, the state reimbursed the
employers for half the wages paid to OJT employees during the trial period.

The subsidy the state paid to employers was financed through a funding
mechanisn kncwn as grant diversion, which 1s a way to convert welfare
grants into wage payments for recipients. Under this process, the value of
a welfare recipient’'s grant is held constant as of the time she enters an
OJT position. The amouint of the grant paid directly to her is then reduced
to reflect her earnings in the job, as would be the case for any AFDC

recipient with earnings. However, 1nstead of returning the resulting

welfare savings to the public treasury, these savings are used to subsidize




the wages that OJT employers pay to welfare recipients. (See Appendix A
for a more detailed description of how the grant diversion mechanism
works. )

The official name of the state's OJT program, the New Jersey WIN Grant
Diversion Project, reflects the program's reliance on this funding mecha-
nism. -hroughout this report, however, it will be important to keep 1in
mind the distinction between on~the-job training, which is the program
activity being studied, and grant diversion, which 1is merelyv a way to fund
OJT wage subsidies. The analysis focuses on the impact and cost-effective-
ness of providing on-the-job training to welfatre recipients, not on the
means of funding the program.1

The OJT program was operated in nine of New Jersey's 21 counties =--
Atlantic, Burlington, Camden, Essex, Hudson, Mercer, Middlesex, Mommouth,
and Passaic -- and was restricted to aduit AFDC reciplents who were single
parents. Participation was voluntary, but individuals desiring an OJT
position first had to be accepted into the program. To be accepted, tley
needed to demonstrate interest in an on-the-job-training position and be
considered employable by program staff.

It 1is important to emphasize, however, that many of those accepted
into the program did not actually work in an OJT position. All of them
*enrolled® in the program in the sense tkLat job developers attempted to
match them with available OJT job openings -- often by sending prospective
employers two or more OJT candidates to be interviewed for an available
position. However, as 1s often the case in OJT programs, only about 43
percent of these ‘enrollees® in New Jersey's program were hired by OQJT

employers.




The other 57 percent (i.e., those not placed in OJT positions) spent
varying lengths of time waiting for a placement; many eventually found
unsubsidized jobs on their cwn, left welfare, or entered other employment
and training activities. Although these individuals did not work in an OJT
position, their contact with the program and their decision to forgo (at
least temporarily) other employment-related activities may have affected
their subsequent earnings and welfare behavior.

The program's enrollees -- both those who actually worked in OJT
positions and those who did not -- could take part in otuer WIN activities
either before employment in an OJT position, after completing or dropping
out of an OJT position, or as an alternative to employment in an OJT
position. WIN activities included job search (supervised job clubs,
individual job search, or referrals to unsubsidized jobs through the New
Jersey Employment Service); work experience (up to 20 weeks of unpaid,
part-time work at a government agency or not-for-profit organization); or
referral to remedial education or vocational training. The program's
enrollees could also take part in training activities administered through

the state's Job Training Partnership Act (JTPA) system.

I. The Setting for New Jersey's OJT Program

New Jersey provides an important setting for studying an OJT program
for welfare recipients because 1t has a history of operating OJT programs
and because its economy, wnile steadi’y improving, also !.as pockets of high
unemployment.

OJT programs for welfare recipients have been operated in New Jersey

since 1969. Until 1981, the Empioyment Services (ES) Division of New
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Jersey's Department of Labor offered OJTs as a regular component in the WIN

system and paid emp.oyer subsidies out of general program funds. Following
passage of the federal Omnibus Budget Reconciliation Act (OGBRA) in 1981,
however, federal funding for New Jersey's WIN budget was cut by 30 percent,
leading to a drastic reduction in the OJT program. The state's Department
of Human Services (DHS), which assumed overall responsibility for the WIN
program after OBRA, contracted with ES to continue the admin‘stration of
W.N services, including OJTs. However, DHS contracted for only a few OJTs
per year during this immediate post-OBRA period.

In 1983, the U.S. Department of Health and Human Services, Office of
Family Assistance (OFA) inviied states to apply for demonstration funding
to test the effectiveness of OJT programs using employer subsidies funded
through grant diversion. New Jersey was one of nine states that responded
to this invitation and one of six chosen to participate. (The other five
were Arizona, Florida, Maine, Texas, and Vermont. )2

This enabled New Jersey to revive its orT program, although still with
less funding than in the years before OBRA.3 As with other WIN components,
New Jersey DHS subcon.racted with ES to operate the OJT program, aithough
DHS retained oversight responsibilities. County ES staff, who wers respon-
sible for implementing the program at the local level, set a goal of 500
OJT placements per year, equivalent to tte average number of placements
durirj the pre-OBRA years.

The WT program that is the subject of this study ran from October 15.
1984, through June 30, 1987. (The state had also operated the program as a

pilot project from April through mid-October 1984.) The research sample

includes all WIN registrants accepted in the program from October 1984




through June 1986.

Althouch New Jersey no longer receives federal demons“ration funding
for its OST program, *the state has continued to provide OJT employment
opportunities f-r welfare recipients. Starting in January 1987, New Jersey
has been paying OJT administrative costs with funds made available through
Title IV-A of the Social Security Act, a fund.ng source that can also be
used to operate work experience and job search programs. (The state has to
bear a greater portion of program costs than under the previous funding
arrangenent.) New Jersey continues to use diverted grants to fund OJT wage
subsidies. Since the end of the demonstration, the state has extended the
maximum length of an OJT contract fram six to nine months, and has made OJT
employment available to unemployed parents in two-parent households. At
present, the O'Y nrogram is operating in seven of the nine demonstration
counties, plus Union County.

The present administrative and furiing arrangements for running an OJT
program will change when New Jersey finishes reorganizing its system for
delivering employment and training services to welfare recipients. The
state has replaced the WIN system, administered largely by ES, with a new
program called Realizing Econamic Achievement (REACH), rthich 1s admin-
istered directly by county governments and subcontracted to county welfare
agencies or other service providers. Grant diversion will continue under
REACH, although the program has not begun in mos. counties and institution -
al arrangem. ts f.or oprerating an OJT program are still beirny worked nut.

During the period under study, New Jersey emerged fram the recession

of the early 1980s and experienced stvong economic growth. From 1984 to

1987, when the OJT program was in cperation, the statewide unemployment




rate dropped from 6.2 percent to below 5 percent. (In each of these years,
New Jersey's unemployment rate was lower than the national average.) Job
growth was particularly rapid in areas of the ecoromy in which women have
traditionally found employment: finance, wholesale and retail trade, and
services.

Despite the general trend toward lower unemployment, however, same
counties had unemwloyment rates well above the state average. Four of
these counties =-- Atlantic, Essex, Hudson, and Passaic (-thich include,
respectively, Atlantic City, Newark, Jersey City, and Paterson) =-- were

included in the OJT program.4 {See Table 1.1.)

II. Research Questions and Policy Context

This evaluation concerns the effects of adding the OJT component to
the system of employment-related activities for welfare recipients regis-
tered with WIN. The report does not estimate the effect of of fering
on-the-jot training alone, as would have been the case if those who partici-
pated in the OJT program were not eligible for any other services. Further-
more, since the OJT program operated on a limited scale and was target-
ed to a particular group -- mostly female single-parent AFDC recipients who
volunteered for and were accepted by the program -- the findings apply only
to a small portion of New Jersey's AFDC caseload. This evaluation there-
fore differs fram most of MDRC's other recent studies, which have gererally
involved larger-scale mandatory programs.

The effects of adding the on~-the-job-training option were determined
through a rigorous research design using random assignment. Half or the

WIN registrants who applied for and were accepted by the program were
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TABLE 1.1

NEW JERSEY

ANNUAL UNEMPLOYMENT RATES FOR COUNTIES IN THE OJT PROGRAM

County i 1984 | 1985 | 1986
Atlantic 8.4% 1.4% 6.7%
Burlington 4.6 4.2 3.9
Camden 5.8 5.2 4.8
Essex 1.2 1.5 6.7 ’
Hudson 10.0 9.2 8.0
Mercer 5.2 4.1 4.3
Middlesex 5.7 5.0 4.4
Manmouth 5.6 4.5 4.0
Passaic 1.3 1.1 6.0
New Jersey State 6.2 5.7 5.0

SOURCE: U.S. Department of Labar, Burerv of Labor Statistics, Local
Area Unemployment Statistics, '384-1986.

NOTES: Annual uvnemployment raotes are not seasonally adjusted.




randomly assigned to an "experimental® group eligible for an on-the-job-~

training position, as well as other WIN and JTPA services. The other half,
who would normally have fcrmed part of a larger pool available to fill QJT
positions, were assigned co a "control" group, which was not ¢iven access
to QJT jobs. Members of the control group were, however, eligible for all
other WIN and JTPA activities. The evaluation therefore compares two
program streams: regular WIN and JTPA services plus eligibility for an OJT
position versus regular WIN and JTPA services alone.
In particular, the evaluation seeks to answer the following questions:
o Did welfare recipients accepted in the OJT program achieve
higher employment rates or earnings than they would have 1if
they cnly had access to regular WIN and JTPA services?
o Did welfare recipients accepted in the QOJT nrogram spend less
time on welfare or receive lower welfare payments than they
would have 1f they cnly had access to reguiar WIN and JTPA

services?

o Did earnings gains for recipients accepted in the QJT program

outweigh their losses in welfare benefits and other transfer
payments?

o Did the addition of the OJT program produce gains in tax
revenues and savings in welfare and other transfer payments

large enough to outweigh the costs of adding it to the WIN
system?

These questions are answered by comparing outcames for the 988 members
of the experimental group and the 955 members of the control group. In
comparing these outcames, it would not be surprising for experimentals, 43
percent of wham were placed in subsidized OJT jobs, to show short-term
empioyment and earnings gains over controls.5 On the other hand, since any
reductions in welfare payments to these recipients were used to fund wage
subsidies, one would not expect any short-term welfare savings from the

perspective of the public treasury. Indeed, the sl )rt-term cost of welfare




may be higher in a program funded by grant diversion, since scme members of
the control group can be expected to cycle off the rolls during the period
when the experimentals' grants are frozen.

For these reasons, an important aspect of the analysis 1s the
program's effect on employment, earnings, and welfare receipt d.ring the
second year after program intake, when most experimentals had finished
their OJT employment, and welfare grants were no longer being diverted to
subsidize wage payments. Since sufficient follow-up data are available for
only about half the research sample, however, the longer-term analysis
focuses on this smaller group.

The use of a random assignment research design 1is central to the
reliability of the eva. .tion of New Jersey's QJT program. When properly
implemented, such a design yields experimental and control groups whose
only systematic difference is in the program treatment available to them -~
in this case, eligibility for employment in an OJT position. The employ-
ment, earnings, and welfare receipt of the individuals randomly assigned to
the control group are therefore accurate benchmarks against which to
measure the same outcomes for experimentals. Any statistically significant
differences in the outcomes for the experimental and control groups can
confidently be attributed to the effect of adding the OJT option to New
Jersey's WIN system.

This contrasts with most previous studies of OJT, which generally
found positive impacts for disadvantaged wconeit, but are open to serious
question because methodologies less reliable than random assignment were
used. In the absence of random assignment, one could not determine whether

apparent impacts were truly caused by the program or, instead, by differ-
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ences between the two research groups on such important factors as motiva-
tion. This 1s because, unlike random assignment evaluations which draw
both the experimental and the control groups from applicants accepted by
the program, the other evaluations iden':.ified control groups from individ-
vals who might have been demographically similar to participants but had
not applied for and been accepted into the program. It 1s entirely
possible -- indeed likely -- that individuals who apply for and are accept-
ed by a program will differ systematically from those who do not.6

One demonstration program witl an on-the-job-training component which
has been evaluated through a random assignment design was Maine's Training
Opportunities in the Private Sector (TOPS) program. Like New Jersey's OJT
progrem, TOrS was a voluntary option within the WIN system that involved
eligibility for employment in OJT jobs in addition to other WIN services.
MDRC's study of TOPS concluded that women in the experimental group who
were eligible for employment in OJT positions were more likely to be em-
ployed and had higher earnings than women eligible for regular WIN services
alone. These gains were not accompanied by lower rates of welfare receipt
or any welfare savings,

There were important differences between Maine's TOPS demonstration
and New Jersey's OJT program, however. Experimencals in the TOPS demonstra-
tion received a structured sequence of employment-oriented activities that
usually began with pre-employment workshops, followed by unpaid work experi-
ence, and only then by eligibility for an on-the-job-training position. 1In
New Jersey, experimentals could begin working in an OJT position at any
point after random assignment. Participation in alternative WIN or JTPA

activities was determined on an individual basis. The Maine and New Jersey
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programs also had sanewhat different targeting strategies and intake
procedures.7

A study conducted in Dayton, Ohio, during the early 1980s also used
randam assignment to test the effects of a key element of an OJT program:
payment of wage subsidies to promote the employment of disadvantaged
people. Enrollees (most of wham were welfare recipients) in a job search
workshop were randomly assigned to one of three dgroups. The first two
groups were provided vouchers representing different types of wage sub-
sidies, while a control group received no vouchers. Members of the two
experimental dgroups were instructed to offer the vouchers to prospective
employers. The Dayton experiment yielded negative impacts: Employers were
less likely to hire participants who offered wage subsidies than controls
who had no subsidy to offer. It has been suggested that this might reflect
the stigma employers attach to welfare recipients who offer wage subsidies
as an inducement to be hired.8

As with TOPS, the Dayton experiment also differs from the New Jersey
OJT program 1in several respects. In Dayton, participants sought their own
jobs, and 1t was not necessarily assumed that training would occur once
participants found employment. In New Jersey, job developers were respons-

ible for finding OJT positions, and OJT employees were supposed to receive

job-skills training fram their employers during ti.e OJT contract period.

LTI. Overview of the Report
Chapters II and III provide more detailed information on how the New
Jersey OJT program was operated and evaluated. Chapter II dilscusses
recruitment and intake procedures for the¢ demonstration and the character-
48
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istics of the research sample, It also describes the data sources used in
the evaluation. Chapter III describes how the program design was imple-
mented and focuses con questions related to the program's scale: How close
did the state come to its goal of placing 500 welfare recipients per year
in QJT positions, and what factors influenced the scale of program options?
Chapter III also contains a comparison of participation rates for experi-
mentals and controls .n WIN and JTPA activities.

Chapter IV contains the impact analysis, examining whether access to
the OJT program produced higher employment and earnings or reduced welfare
receipt for experimentals. Chapter V compares the economic benefits and
costs of the program, focusing on two important perspectives: those of the

welfare recipients eligible for the program and of the government budget.
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CHAPTER 11

RECRUITMENT OF THE SAMPLE AND RESEARCH DESIGN

This chapter focuses on two topics critical to understanding the
results of the study: the process by which eligible recipients were
recruited for the OJT program, and the nature of the research design. It
includes an explanation of the random assignment process and the different
samples used in the report, as well as a description of sample members.
The conclusion of the chapter outlines and assesses the accuracy of the key

data sources.

I. Recruitment and Assessment

Both WIN-mandatory recipients (those with children age six or older)
and nonmandatory recipients (those with children younger than six were
eligible for the OJT program. To participate, however, eligible individ-
uvals had to express an incerest in OJT and meet specific criteria: They
had to be at least 18 years old, a single head of household, and be living
in one of the nine counties in which thke program operated.

Since the program sought to select recipients who could be placed in a
job, primary responsibility for recruitme,* and assessment rested with a
job developer from {he WIN statf. Before raudci acsignment, .ne job de-
veloper interviewed each OJT applican: and evaluated her "job-readiness.®
In doing this, the job develoners considered the recipieni's educational
level, work experience, motivation, and childcare needs. Although most of

the screening criteria tended to narrow eligibility to those more likely to
[ ]
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find work on their own, several job developers stated that they also
selected applicants who seemed unlikely to find jobs without assistance.

There were several possible paths recipients could follow before reach-
ing the job developer interview (see Figure 2.1). The most common route
was from Job Club, a group job search program which taught participants
job-finding skills and provided them with phone bhanks and other ES-WIN
resources to look for work. Job Club participants were generally told
about OJT during their second week, but job developers would sometimes seek
out a participant earlier to fill a specific job opening. Therefore, same
Job Club participants applied for entry into the OJT program within a day
or two of starting the Job Club. Another route to the job developer
interview was through referrals by WIN staff who, through orientation/
appraisal or other components, judged a person to be *job ready. "

There was no systematic effort to recruit fram the general WIN-
eligible population for the QJT program.1 Rather, sample members were
drawn fraom the subset of the WIN population that was already receiving WIN
services and learned about the OJT program. This recruitment strategy has
two important implications. First, the findings from the evaluation are
not gdeneralizable to the larger WIN population, and second, the control
group was likely to be a heavily served population, since they were already

active within the WIN system.

II. Research Design and Samples

Once accepted into the QJT program, enrollees were randomly as:iigned
to either experimental or control status. A control group was included so

that net program effects could be estimated by comparing the measured
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Figure 2 . 1
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outcomes (such as earnings and welfare receipt) of this group with those of
the experimental group. Research has shown that a substantial proportion
of AFDC recipients find Jjobs and leave welfare on their own, without
receiving special services.? A valid control group makes 1t possible to
distinguish this result from the effects of the program by contrasting the
outcomes for two research jroups who are similar in all respects except for
the progran treatment.3

Experimentals were eligible for OJT and all other WIN services.
Controls were eligible for all WIN services, except OJT (see Figure 2.1),
Both experimentals and controls were also eligible for JTPA services as
well as other services pursued on their own initiative. The control group,
therefore, represents a benchmark of alternative program services, not of

no services.

A. Sample Build-up

Random assignment was conducted from October 1984 through June 1986,
during which 988 recipients were randomly assigned to the experimental
group and 955 to the control group for a total of 1,943 sample members (see
Table 2.1). Intake began 1in seven counties in 1984, and in Hudson and
Middlesex counties in mid-1985. The sample build-up was slow during the
first and second quarters, but accelerated in later guarters.

B. Research Samples Used in the Analysis

The primary purpose of this evaltation 1i1s to determine the program's
impacts, both in the short term (when many of the experimentals were still
in OJT positions) and the 1longer term (when substantially all of the
experimentals had completed the OJT subsidy period). The longer-term
effects are of particular interest because they provide a better measure of
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TABLE 2.1
NEW JERSEY

DISTRIBUTION OF THE RESEARCH SAMPLE,
BY PERIOD OF RANDOM ASSIGNMENT AND RESEARCH GROUP

Periad aof
Randam Assignment Experimentals Cantrals

Early Sample 508 486
Octaber-Drcember 1984 66 66
Janvary-march 1985 99
April-June 1985

July-September 1985

Later Sample
Octaber-December 1985
Janvary-march 1986

April-June 1986

Full Sample

Shart-Term impact Somplea

SOURCE: Calculatians fram MQRC Client Infarmation Sheets.

NOTES: %The Shart-Term Impact Sample includes sample members
randamly assigned between April 1985 and June 19t6.




saether the program increased unsubsidized employment., Since almost all
experimental in OJTs had completed the subsidy period within one year
after randam assignment, the period beginning with the fifth quarter of
follow-up is used to detemmine thLe program's longer-term effects.

Ideally, both the short- anu longer-term impacts would be measured for
the full research sample of 988 experimental~ and 955 controls r andomly
assigned from October 1984 through June 1986. This was not possible,
however, because of two liritations on data availability. First, New
Jersey dia not establish an Unemployment Insurance (UI) wage reporting
system until April 1985. Jince, as will be discussed shortly, this was the
source of earnings data for th: evaluation, there is no information on the
first quarter or two of earnings for anyone randomly assigned from October
1984 through March 1985, The second limitation is that the research
schedule only made it possible to process earnings data through March 1987
and AFDC payments data through August 1987. The fixed cut-off dates for
data collection mear. that there are different lengths of follow-up for
different parts of the research sample, depending on when tney were
randamly assigned.

Because of these limitations on data availability, it was necessary to
use somewhat different portions of the research sample to addcess parti-
cular 1issues, The subsample used to examine the program's short-term
impacts includes everyone for wham at least the first full year of earnings
and AFDC data are available. This "short-term impact sample® thus includes
everyone (1,604 people) randomly assigned from April 1985 (when earnings
data first became available) through the completion of random assignment in

June 1986. (See Fiqure 2.2 and Table 2,2.)
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1ABLE 2.2

NEW JERSEY

DESCRIPTION OF THE RESEARCH ¢ *MPLES

Fol | ow-Up
Quarters included
Period of
Random AFDC Principal Use
Sampte Assignment Earnings Puyments of the Sample sSample Size
Full October 1984- 3-4 1-5 Short-term perfarmance 1943
June 1986 indicators; benefits and
costs
short-Term April 1985- 1-4 1-5 Impacts during first year 1604
Impact June 198¢ following randam assign-
ment
Early October 1984- 3-7 1-8 Ltanger-term impacts and 994
September 1985 benefit-cast estimates;
shurr-rerm perfarmance
indicators
tater Octaber 1985~ 3-4 1-5 Tests the representative- 949
June 1986 ness af early sample
findings
I

NOTES: oQuorters are three-month periods that start on the first day of January, Aprii,
July or Octaber. Quarter 1 is the three-month period in which the da:2 of random assignment
falls. Quarters 2 through 8 refer tu three-month periods following the quarter of random

assignment.
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An overlapping but somewhat different sample was used to examine the
progyram's longer-term effects: that 1is, for the period beginning with the
fifth quarter after random assignment, when almost all the eoxperimentals
had completed the OJT subsidy period. Since sufficient earnings and AFDC
follow-up data were only available for early entrants into the sample --
those randomly assigned butween October 1984 and September 1985 -- this
*early sample® was used to assess tne program's longer-term effects.
Because of the importance of the longer-term follow-up in an OJT program,
the early sample will be the primary focus of this report, including most
of the implementation findings in Chapter III, the longer-term impacts in
Chapter 1V, and the benefit-cost analysis in Chapter V.

The early sample of 994 people comprises 51 percent of the full
sample. To understand how representative the experiences of the early
sample are, MDRC also looked at a ®"later sample,® which included indi-
viduals randomly assigned from October 1985 through June 1986. This later
sample, for which there is only one year of follow-up data, does not play a
central role 1in the report; it is used only to help interpret the
representativeness of the longer-term findings for the early sample.

C. Characteristics of the Early Sample

Given the importance of the early sample in this report, the following
description of sample members will focus on the early sample. Table 2.3,
however, provides demographic information on the later and full samples as
well as the early sample. Appendix Table B.l provides comparable informa-
tion for the short-term impact sample.

The early sample was a generally disadvantaged population except in

aducational achievement (see Table 2.3). Moie¢ than three-fifths of this




TABLE 2.3
NEW JERSEY

SELECTED C' .ACTERISTICS OF THE EARLY, LATER ANO FULL SAMPLES,
BY PERIOD OF RANOOM ASSIGNMENT

Characteristic Early Sample Later Sample Full Sample
Caunty (%)
Atlantic 11.6 3.9 7.8%%»
Burlingtan 11.5 6.1 9.2%%s
Camden 13.9 12.0 13.0
Essex 15.5 12.5 14.1%
Hudsan 8.2 14.9 11,5%8s
Mercer 11.7 25.17 18.5%8s
Middlesex 2.4 5.3 J.pgses
mManmauth 15.7 7.5 11,7 %8
Passaic 9.6 11.5 10.5
sex (%)
Femal e 95.7 96.5 96.1
Male 4.3 3.5 3.9
WIN Status (%)
Mandatary - 19.8 83.8 81.7%s
Nan-Mandatary 20.2 16.2 18.3%»
Age (X)
Less than 19 Yecrs 0.2 0.2 0.2
19-24 Years 13.5 11.3 12.4
25-34 Years 50.2 53.1 51.6
35-44 Years 28.5 28.3 28.4
45 Years ar Mare 7.6 7.0 1.3
Average Age (Years) 32.1 32.1 32.1
Ethnicity (%)
White, Nan-Hispanic 18.5 13.7 16,2098
Black, Nan-Hispanic 69.9 70.7 70.3
Hispanic 11.2 15.1 13.]1%s
Other 0.4 0.4 0.4
Degree Received (%)
Nane 3.7 41.7 40.1
GEO 13.1 8.3 10,79
High Schaal Oiplama 48.3 50.0 49.1
Average Highest Grade Compieted 11.3 11.2 11.3

{cantinued)
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TABLE 2.3 (continued)
| ]
Chorocteristic Eorly Somple Loter Sompie Full Somple
Moritol Stotus (%)
Never Morried 48.3 58.7 53.4 88
Morried, Living with Spouse 4.1 2.9 3.5
Morried, Not Living with Spouse 25.1 22.0 23.6
Divorcec or Widowed 22.5 16.4 19,5088
0
Any Children (%)
Less thon & Yeors 24.8 21.5 23.2¢
Bstween 6 ond 18 Yveors 85.3 88.0 86.6%
Average Numbe:r of Children
Less thon 19 2.0 1.9 2.0
Less thon & Yeors 3 0.3 0.3
Between J ond 18 veors 1.6 1.7 1.6
Prior AFDC Dependency (%)
Never on AFDC 1.8 0.7 1.3¢
Less than 4 Months 6.0 5.0 5.5
4 Months to 2 Yeors 19.7 19.3 19.5
More than 2 Years 12.5 15.0 13.17
Average Number of Months on
AFDC during Two Yeors prior to
Random Assignment 18.5 18.6 18.5
Received AFDC during Yeor : ;
prior t. Random Assignment (%) 93.6 93.9 93.7
Average Amount of AFDC Received
during Yeor prgog to Rondom
Assignment ($), 3299.14 3422.03 3359.16
Held o Job ot Any Time .
prlor to Random Assignment (%) 85.5 80.2 82.9%ss
Averoge Number of Months
Employed during Two Yeors
prior to Rondom Assignment 4.1 3.6 3.9
Reported Earnings during Yeor
prlor to Random Assignment (%)
None 62.4 0.9 66.5%8s
$1-$1000 21.5 11.4 16.688=
$1001-$3000 8.7 9.2 8.9
§3001-$5000 4.0 4.7 4.4
Over $5000 3.3 3.8 3.6
- - (continued)
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TABLE 2.3 (continued)

1
Characteristic Early Sampie tater Sample Full Sample

For Longest Jos Held during
Past Twa Years

Average Hourly Wage Rate (3$) 4.48 4.55 4.51
Average weekly Hours 4.3 35.0 34.6
Somple Size® 994 949 ' 1943

SOURCE: Calculations from MDRC Client Information Sheets ard New Jersey DHS
Family Assistance Management Information System.

NOTES: Distributions may not add to 100.0 percent due to rounding.
A chi-square test or t-test was applied to differences between early
and loter somples. Statistical significance |evels are jndicated as: * = 10 percent;

** = 5 percent; *** = | gercent.

]
Distributions may nat add to 100.0 percent because sample members can
have children in both categaries.

bCoiculotlons are from New Jersey DHS Famlly Assistance Management
Information System.

c
Calculations include values of zero for somple members not receiving
AFDC.

d
Averages are for 485 early sampie members and 387 jater sampl e
members.

e
For selected characteristics, sample sizes may vary up to 17 sample
points due to missing data.
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group reported zero earnings for the year before random assignment, and
nearly three-quarters reported being on welfare for more than two years of
their lives. Though the majority had either a high school diploma or GED,
almost two-fifths had neither. The early sample was overwhelmingly female,
most (70 percent) were black, and almost half had never married. However,
85.5 percent had held a job at some point in their lives, and those who had
workea during the two years before random assignment averaged $4.48 an hour
at their longest job. These data suggest that job developers accepted a
variety of people -- same with relatively fewer barriers to employment,
others with significant disadvantages in the labor market. Compared to the

regular New Jersey WIN caseload, the early sample had higher percentages of

high school graduates or those with GEDsS, working—age people, and blacks.4

D. Differences between the Early and Later Samples

To evaluate the generalizability of the early sample, the demographic
characteristics of early-sample members were cowpared to those of later-
sample members (see Table 2.3). Although the early sample was similar to
the later sample overall, in some categories the two were notably differ-
ent: county office; WIN status; never married; held a regular job prior to
randam assignment; never on AFDC; zero and low earnings; and ethnicity.
The data show the early sample to be slightly less disadvantaged than the
later sample.

These «tatistically significant differences are most probably a result
of labor market and population differences among counties. The sample
build-up did not occur evenly across counties. The majority of sample
members in 2tlantic, Burlington, and Monmouth counties were randomly

assigned between October 1984 to September 1985; whereas the majority of




sample members in Hudson, Mercer, and Middlesex counties were randomly
assigneu after September 1985, Members of the early sample were most
likely to have had earninugs in the prior year largely because counties with
the greatest representation 1in the early sample had this characteristic,
The counties also had different ethnic distributions: Hudson and Middlesex,
in particular, had a higher than average percentage of Hispanics in their
S.imple populations.

In addition, it 1is likely that improvements in the New Jersey economy
beginning in mid-1985, also contributed to differences between the early
and later samples. More jobs meant that the more "job-ready® could more
easily find jobs on their own, while the least able stayed on the welfare

rolls. This change in the AFDC caseload probably affected the composition

of the two samples,

E. Random Assignment

Random assignmen. succeeded in producing comparable experimental and
control groups for the early sample (see Table 2.4). Although a few
statistically significant differences between experimentals and controls
were found for measures of prior earnings and prior welfare receipt,
neither research group appeared to be consistently better off than the
other. The impact analysis will adjust for these differences.

The full sample results (see Appendix Table B.2) also reveal some
experimental and control differences on prior earnings and AFDC recelipt,

though the specific categories affected differ from the early sample.




TABLE 2.4

NEW JERSEY

SELECTED CHARACTERISTICS OF THE EARLY SAMPLE,

BY RESEARCH GROUP

Characteristic Experimentals Controls Total
County (%)
Atlantic 11.4 1.7 11.6
Burlington 11.0 1.9 11.5
Camden 14.2 13.6 13.9
Essex 15.6 15.4 15.5
Hudson 8.9 1.6 8.2
Mercer 11.2 12.1 1.7
Middiesex 2.4 2.5 2.4
monmouth 15.6 15.8 15.7
Passaic 9.8 9.3 9.6
Sex (%)
Female 96.1 95.2 95.7
Male 3.9 4 4.3
WIN Status (%)
Mandatory 81.7 17.8 19.
Non-Mandatory 18.3 22.2 20.2
Age (%)
Less than 19 Years 0.2 0.2 0.2
19-24 Years 13.8 13.2 13.5
25-34 Years 49.0 51.4 50.2
35-44 Years 29.1 27.8 28.5
45 Years or More 1.9 7.4 1.6
Average Age (vYears) 32.2 31.9 3z2.1
Ethnicity (%)
White, Nan-Hispanic 16.8 20.3 18.5
Black, Nan-Hispanic 71.9 671.17 69.9
Hispanic 10.9 11.6 1.2
Other 0.4 0.4 0.4
Degree Received (%)
None 39.6 371.7 38 7
GED 12.3 13.9 13.1
High School Diploma 48.1 48.4 48.3
Average Highest Grade Completed 11.3 11.4 11.3
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TABLE 2.4

(continued)

Characteristic Experimentals Controls Total
Marital Status (%)
Never Morried 4%.3 47.2 48.3
Married, Living with Spouse 4.5 3 4.1
Married, Not Living with Spouse 24.9 25. 25.1
Divorced or Widowed 21.3 23.8 22.5
. a
Any Children (%)
Less than 6 Years 22.17 27.1 .8
Between 6 and 18 Years 85.4 8s. .3
Average Number of Children
Less than 19 Years 2.0 1.9 2.0
Less than 6 Years 0.3 0.4 0.3
Between 6 and 18 Years 1.7 1.6 1.6
Prior AFDC Dependency (%)
Never an AFDC 2.4 .2 1.8
Less than 4 Months 6.7 5.2 6.0
4 Maonths ta 2 Years 17.0 22.6 19.7%+
Mare than 2 Years 14.0 71.0 12.5
Average Number of Months an AFDC during
Twa Years prior tao Ran* . Assignment 18.3 18.7 18.5
Received AFDC during Year prior to
Randam Assignment (%) 94.1 93.0 93.6
Average Amaunt of AFDC Received durgng
Year priar ta Random Assignment ($) ° 3390.41 3203.74 3299.14¢
Held o Jab at Any Time prior to
Rondam Assignment (%) 86.8 84.1 85.5
Average Number of Months Employed
during Twa Yeoars prior to Random
Assignment 4.3 3.9 4.1
Reported Earnings during Year
prior ta Rondom Assignment (%)
None 60.5 64.4 62.4
$1-$1000 25.3 17.6 21, 5%
$1001-$3000 8.9 8.5 8.7
$3001-$5000 3.2 5.0 4.0
Cver $5000 2.2 4,6 J.3=
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TABLE 2.4 (continued)

T 1
Experimentols Controis Totol

|
Choracteristic

For tongest Job Held during
Past Two Yeors
4.49 4.47 4.48

tverage Hourly woge Rote ($)
Average weekly Hours 33.9 34.6 34.3
Somple Size® 508 486 9§94

Colculotions from MDRC Client Informotion Sheets ond New Jersey DHS

SOURCE:
Informotion System.

Fomily Assistance Manogement

NOTES: Distributions may not odd to 100.0 percent due to rounding.

A chi-squore test or t-test was opplied to differences between

research groups. Stotisticol significonce levels ore tndicoted os: * = 10 percent;

** = 5 percent; *** = | percent.

0Distributions moy not add to 100.0 percent becouse sample members can
have children in both categories.

bColculotions ore from New Jersey DHS Fomily Assistonce Management
Information System.

cCalculotions include values of zero for somple members not receiving

AFDC.

d
Averoges ore for 256 experimentols ond 229 controls.

eFOI’ selected chorocteristics, somple Sizes moy vory up to 17 sample

points due to missing doto.

O

ERIC _29-

Aruitoxt provided by Eic:



III. Sources of Data

This evaluation relied on many data sources (see Table 2.5). Admin-
istrative records were used to measure outcomes and participation rates.
Other documents provided demographic characteristics and more detailed
participation information. Some qualitative information, such as inter-
views with a sample of job developers, was used in conjunction with this
quantitative information. Each data source is described below.

A, Client Information Sheets (CIS)

The CIS, designed by MDRC and filled out by program staff at random
assignment, was the major Source of demographic and socioeconomic character-
istics for each sample member, It included data on age, sex, ethnicity,
family composition, and educational attainment. It also included basic
welfare and employment histories. Particular attention was given to each
sample member's experiences in the two years before random assignment. The
CIS was the only source of prior employment and earnings data. The CIS
data were complete for 99 percent of all sample members.5

B. Administrative ®acords on Earnings and AFDC

Administrative records were the primary data source for the impact and
benef it-cost analyses.6 Table 2.5 summarizes the types of records data
used and the length of follow-up for sample members enrolled during each
quarter of randmm assignment,

l. New Jersey Unemployment Insurance (UI) Earnings Records. The

state UI system provided data on the earnings of the sample members by
calendar quarters.7 Since the UI system did not distinguish between earn-
ings from OJT employment and earnings fram unsubsidized jobs, the quarterly

data on MDRC's autamated analysis file also do not distinguish between OJT

7
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TABLE 2.5
NEW JERSEY
LENGTH OF AVAILABLE FOLLOW-UP, BY DATA SOURCE AND PERIOD OF RANDOM ASSIGNMENT

Period of Rondom Assignment
Early Sample Loter Somple
October - January - Aprii - July - October - Jonuary - Aprii -
Last Data December March June Sep tember December March June
Data Source Avallabie Data Boglin 1984 1985 1985 1985 1985 1986 1986
ESARS Tracking Moy 1987 Date of 30 27 24 21 18 15 12
Records Rondom Assignmant Months Months Months Months Months Months Months
JTPA Tr8Ck|ng May 1937 Date of 30 27 24 21 18 15 12
Records Rondom Assignmen?l Months Months Months Months Months Months Months
&
= 0T Emp&oymenf May 1987 Date of l 30 27 24 21 18 15 12
| Rerords Random Assignment Months Months Months Months Months Months Months
Chitd Care and May 1987 Date of Not Not Not Not Not 15 12
;ralnlng Random Assignment| Availabie Avallable Availabie Avoilable Availoble Months Months
elated
Expense b -
Payments
Quacterly First Second 8 . 8 8 7 é 5 4
Employment Calendor Calendar Quarters Quarrers Quarters Quorters Quorters Quarters Quarters
and Earnings Quarter Quarter
of 1967 of 1985
Monthlz AFDC August 1987 12 Months 33 30 2; 24 21 18 15
Gront Payments prior to Months Months Months Months Months sonths Mmonths
Rondom Assignment
NOTES: Data source names are . scriptive. The officlal source names ure provided in the text.

°Sample members randomly assigned during March, June, September, or December hove a fraction of a month less follow-up thon the
rest of the sample.

®bata were for a rondomly selected subsample of 377 experimentols ant controls, randomiy assignei batween Januory ond June 1986.
cEarnlngs data were availabie for the third through the tenth quarters following random assignment.

dEarnlngs dato were available for the second through the ninth quarters following rondom ossignment.
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and other earnings. MDRC used Social Security numbers to identify the

sample members for wham to collect automated earnings data.

New Jersey did not have a UI wage reporting system until April 1985.
Therefore, earnings data for follow-up quarters one and two are unavallable
for the sample randomly assigned between October 1984 and December 1984;
data for quarter one are unavailable for the sample randomly assigned
between January 1985 and March 1985.

For the ecarly sample, seven quarters of earnings follow-up are avail-
able. oOnly four quarters of follow-up are available for the entire sample.
The first quarter (the quarter of random assignment) can include earnings
before randam assignment.

-t 1is important to understand that the UI data system can underesti-
mate income because of un-eported earnings. The UI measure of earnings
does not include off-the-books earnings, or the earnings of people who work
in another state, In addition, some employers do not report earnings:
Agricultural and domestic work are exempt, and same employers may fail to
file as required. Measures were, therefore, taken to determine the
accuracy and completeness of the New Jersey UI earnings data.8 This does
not significantly affect the evaluation, however, because there 1is no
reason to believe that tnere were differences in the reporting of experi-
mental and control earnings, and therefore no reason to suspect bias in the
experimental-control differences. A check of the UI earnings data actually
received by MDRC against an alternative source of UI earnings records
revealed a 95 percent match rate.

2, New Jersey DHS Family Assistance Management Information

System (FAMIS).9 FAMIS supplied records of the monthly AFfDC payments made
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to each sample member. For analysis, these monthly payments were aggre-
gated into calendar quarter amounts to match the way earnings are report-

ed.lo

Therefore, the first querter will most likely include one or more
months of AFDC payments received before randam assignment, just a&as the
first guarter included some prerandom assignment earnings.

For all sample members who participated in OJT employment and had part
of their grant diverted, the AFDC grant amounts reported by FAMIS represent
the amount paid directly to the client. The amount diverted to the grant
diversion pool is not included in reported AFDC outcomes for individuals.
If an OJT participant’'s entire grant was diverted (i.e., the amount of her
earnings made the individual ineligible to receive any AFDC grant payment),
that person would remain in OJT but would not appear as an AFDC recipient
in the outcome measure of AFDC receipt in the impact analysis.

AFDC data were collected from October 1983 through August 1987. For
each early sample member, therefore, data begin at least 12 months before
randam assignment and continue through 24 months beyond the month of random
assignment; the full sample only have data for 15 months after the month of
11

random assignment.

C. Program Tracking

MDRC uced multiple sources of data on program participation to measure
the activiily of sample members in various services.

1. WIN Grant Diversion Project On-Board Summary Reports. These

reports, which were basically OJT employment records, provided OJT start

and stop dates. Job developers maintained monthly logs of pertinent

information concerning OJT contracts.




2, Employment Security Automated Reporting System (ESARS).

ESARS provided computerized data on program participation in WIN services
as well as information on employment and deregistration.12 Information was
collected from October 1984, the beginning of randam assignment, through
May 1987. Sample members have 12 to 32 months of participation follow-up
data, depending on their date of randam assignment. In counting activi-
ties, only the first instance of each type of activity following random
assignment was 1included; participation is thus somewhat underestimated,
since it was possible to take part in the same activities more than once.

In addition, MDRC sometimes used a different strategy for coding WIN
activities than was used by ESARS. For instance, ESARS did not distinguish
between ES referrals to uasubsidized jobs (a type of individual job search
activity) and OJT job referrals. Therefore, MDRC did not count ESARS'
records containing the coudes for job development and job referral if they
were dated prior to or during the same month as the start of an OJT job.
Second, MDxC recnrded each instance of 0JT employment in its measure of
"entered employment® (see Table 3.3), although for some OJT employees no
"entered employment® record was entered into ESARS.

3. New Jersey JTPA Automated Reporting System. The JTPA system

provided information on participation, from October 1984 to May 1987, 1in
JTPA activities throughout the state. These data were used to monitor
additional services recei'ed outside of WIN. Of primary interest was their
use in measuring services that the control group received.13

4. Job Developer Interviews. MDRC staff conducted two rounds

of interviews, from March to April 1985 and from September to October 1986,

with OJT job developers. These interviews provided important information
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on recruitment of enrollees and administration of the program.

5. Direct Informatiorn from Research Sites. This included tele-

phone conversations with state officials and published state documents.

D. Program Costs

1. Support Payments Records. Data on childcare and training-

related expenses (TRE) payments for the period between January 1986 and May
1987 were collected for a subsample of 377 experimentals and controls
randomly assigned between January and June 1986. Childcare payment
invoices maintained by the New Jersey DHS, Bureau of Employment Programs,
and TRE payment records maintained by the New Jersey Department of Labor,
Bureau of Unemployment Insurance Collateral Claims, were the sources of
these data,

2. Fiscal Records and Agency Reports. To estimate the costs of

WIN services, the Grant Diversion Project, and JTPA services, MDRC used the
autamated program records described above 1in conjunction with fiscal
records and aggregate data on program activities. Fiscal records and
agency reports yielded information on staff costs for providing activities
and support services, on the total welfare grants diverted, and on the

overhead costs of operating the program.
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CHAPTER III

IMPLEMENTATION OF THE OJT PROGRAM
AND THE CONTEXT OF THE DEMONSTRATION

This chapter analyzes the implementation of the OJT program in the
context of the full range of services available to experimentals and
controls. Entrance into an OJT program can lead to a variety of employment
and training experiences, all of which may influence subsequent employment
and welfare behavior. Some enrollees move quickly into OJT jobs, complete
their trial employment, an are retained as full-time, unsubsidized
employees. Others never find OJT employment. In time, some members of
this group stop waiting to be placed in an OJT job and begin other
employment-related activities in an effort to find an unsubsidized job,

Sometimes OJT employees also take part in other activities, especial-
ly 1f the program takes a long time to place them in these jobs, For
example, an individual accepted into this OJT program may first take part
in a vocational training program to enhance her employability, Some
individuals who start OJT jobs quit or get fired before the end of the
contract period or at some point afterwards and return to the WIN system.

It is against this background that three sets of issues are discussed
in this chapter. First, the chapter seeks to answer basic questions
concerning the operation of the JJT program, such as: How many people
eligible for OJT employment were placed in OJT jobs? What factors affected
the number of placements into OJT positions? How long did the typical OJT
employee have to wait befcre sta-ting her OJT job? How long did employment

in a subsidized 0JT job usually- last? How many OJT employees completed




their trial employment? And how many were retained as full-time, unsub-
sidized employees?

Second, the chapter measures the use of alternative WIN and JTPA
services by experimentals who worked in OJT jobs and experimentals who did
not. Two questions are of particular interest: To what extent did OJT
employees receive additional employment-related services? Did experi-
rmentais who failed to get an OJT job try other means to find unsubsidized
employment?

Finally, the chapter estimates the difference between experimentals’
use of WIN and JTPA services and their expected use of services had they
not had access to OJT employment. This 1is accomplished by comparing the
participation rates of the experimentals and controls. As explained 1in
Chapter I, controls were eligible to participate in all WIN and JTPA
services except the OJT program.

In this ~znapter, the discussion of how the OJT program operated
accounts for the experiences of all the experimentals. However, the
detailed quantitative analysis of OJT employment and participation in
alternative WIN and JTPA activities focuses on the 508 experimentals and
486 controls who compri- the early sample, which s the key sample for
analyzingy longer-term program effects. Equivalent tables for the full

sample can be found in Appendi- C,

I. Administrative Setting of the OJT Program

buring the period under study, the New Jersey WIN Demonstration
Program was operated by the New Jersey Department of Labor (DOL),

Employment Services (ES) Division, under* contract with the New Jersey
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Department of Human Services (DHS). (The ES also provides job search
assistance for unemployed people not on welfare.) In eight of the nine
counties participating in the OJT program, WIN staff worked in ES offices,
had access to the agency's job bank, and shared information on area employ-
ment opportunities with regular ES job developers. Some WIN services were
delegated wholly or in part to program staff fram county welfare agencies
or DHS, Bureau of Employment Programs, including counseling, arranging for
childcare and other support services, 2appraising new registrants, and

running job clubs, WIN staff also referred clients to JTPA and other

education and training providers,

New Jersey's OJT program was a small component within the WIN Demon-
stration Program: During the second year of the OJT program, WIN regis-
tration in the nine OJT counties averaged about 80,000 per month. However,
OJT job developers accepted only about 100 persons a month into the demon-
stration and randomly assigned half of them into the experimental group.l

Like other WIN Demonstration program-, New Jersey's program offered
job search, work experience, and referral to education and training
programs. The most heavily used component was job search, both individual
and group. Group job search, or Job Club, involved one week of classroom
instruction (resume' writing, job search, and job interview strategies,
etc. ), followed by a week of supervised job search. Participants in Job
Club had access to WIN phone banks, ES job listings, and other resources.
WIN staff also supervised individual job searrh activities -- primarily for
clients who had already completed Job Club -- made iob development

contacts, and referred clients to employers who had advertised job openings

with the ES.
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Registrants could also take par* in WIN Demonstration work experience,
which involved up to 20 weeks of part-time, unpaid work at a government
agency or not-for-profit organization, or they could enroll for up to one
year of remedial education or vocational training sponsored by JTPA or WIN
subcontractors. (Same registrants entered education or t;aining programs
on their own initiative; others were referred by WIN staff.) Participants
in WIN job search, work experience, and WIN-sponsorel education and train-
ing activities were eligible for support payments for transportation; for
books, uniforms, or other training expenses; and for day care reimburse-

ment.

II. Implementation of the OJT Program

Fram October 1984 through December 1986, OJT job developers and New
Jersey employers signed 447 contracts for employment of sample members in
subsidized OJT jobs. (No new contracts were written for experimentals
after this date, although a few experimentals continued working in OJT jobs
during the first half of 1987.) During these 27 months, the program aver-
aged nearly 17 new OJT jobs per month or 200 per year. (See Figure 3.1.)
However, the pace of OJT job creation was uneven. Between October 1984 and
March 1985, few experimentals were working in OJT positions. The most
active period of OJT placements occurred over the following 12 months, when
two additinnal counties, Hudson and Middlesex, came 1ntu the pingram.
Relftively few experimentals were empioyed in OJT jcbs after april 1986.2

At some point during the follow-up, 423 cut of 988 experimentals (42.8
percent) worked in OJT jobs. Twenty-four experimentals (2.4 percent)

worked in a second OTT job. Over time, job developers became more
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FIGURE 3. 1
NEW JERSEY
CUMULATIVE NUMBER OF EXPERMENTALS AND CUMULATIVE NUMBER OF OJT STARTS
(FULL SAMPLE)
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successful at’ placing experimentals in OJT jobs: Whereas 40.7 percent of
experimentals in the early sample (randomly assigned between October 1984
and September 1985) were employed in OJT positions, the corresponding
percentage for later sample experimentals (randomly assigned between
October 1985 and June 1986) was 45 percent. buring the demonstration,
starting hourly wages for OJT employees averaged $4.43. Nearly 56 percent
of OJT employees completed their trial employmenc, and all but one member
of this group was retained as an unsubsidized employee.3

The percentage of experimentals employed in OJT jobs vcried by county.
(See Table 3.1 for the early sample and Appendix Table C.1 for the full
research sample.) For the early sample, Hudson County recorded the highest
percentage of experimentals employed in OJT jobs (64.4), followed by Essex
(51.9), and Mercer (50.9). However, in five of the remaining six counties,
fewer than 35 percent of experimentals were employed in OJT jobs. (In
Camden County, the perceritage was 41.7.) For the full sample, the
percentage of experimentals employed in OJT jobs ranged from 25 percent in
Middlesex to 62.2 percent 1in Hudson, with only Hudson and Camden (58.6
percent) employing more than half of this experimentals in OJT jobs.

On average, OJT employees in the early sample waited nearly two months
between random assignment and the beginning of OJT employment. (See Table
3.1.)4 However, the time between random assignment and the start of an OJT
j b varied considerably by county, ranging from 4.2 weeks in Essex to 12.2
weeks 1n Monmouth. During the second year of the demonstration, the wait-

ing period to the start of an OJT job was cut in half, resulting in an

average of about six weeks for the full research sample. (See Table C.1l.)

OJT employees worked for a little over ten weeks, on average, before




TABLE 3.1

0JT EMPLOYMENT RATES, NUMBER OF WEEKS TO 0JT START
AND AVERAGE LENGTH OF 0JT EMPLOYMENT, BY COUNTY
(EARLY SAMPLE)

I I

Item Atlantic |Burlington Camden Essex Hudson Mercer Middiesex Monmouth Passaic Totol
Ever Employed In
an 0JT Position 2r.3 33.9 S 1 Y 5t.¢9 4.4 50.9 16.7 30.4 32.0 40.7
Ever Empioyed in a
Secand 0JT Pasitian 0.0 1.8 2.8 0.0 8.9 1.8 0.0 3.8 4.0 2.6
Average Number of
Weeks between Random
Assignment and Stgrt '
of 0JT Empioyment 9.6 9.6 6.9 4.2 5.4 9.5 1.7 12.2 101 1.9
Average Number of
WeekS Employe< |n o
Flrst 0JT Position 12.2 12,2 8.0 11.4 1.0 13.5 5.1 8.6 9.1 10,2
Semple <ize 58 56 12 19 LH) 51 12 19 50 508

SOURCE:  MDR" calcutations from New Jersey WIN Gront D version Frajfect on Board Summary Reports,

NOTES: Empilyment rates are calculated as a percentage of the tatal number of experimentols In the indicoted county.

&2

Tests of statistical significance were not examined.

o
Lalculations are for Individuals employed 1~ an 0JT position,




becoming unsubsidized employees or leaving their OJT jobs (the average
length of Ftay remains the same when all OJT employees randomly assigned
after October 1985 are included). Once again, there was considerable varia-
tion by county: The average number of weeks in an OJT job ranged from 5.1
in Middlesex to 13.5 in Mercer. (A range of similar magnitude is displayed
in Table C.l.)5

These indicators highlight both the success and the limitations of New
Jersey's OJT p:ogram. The New Jersey OJT program placed more enrolleces in
OJT jobs taan #ny of the other five states chosen by OFA to run a grant
diversion demonstration. On the other hand, the 200 new OJT jobs per year
achieved by the New Jersey program fell well below the yearly target of 500
(later reduced to 350) which the state's program administrators had set.
(It is common for OJT programs to place fewer enrollees than expectzad.)

OJT employment goals were projected to match the performance of the
program prior to QOBLA, which it did not do.6 However, according to two
other indicators of program success, the percentage of OJT employees who
completed their trial employment (55.6) and the percentage of "0JT
completers® who were retained as unsubsidized employees (99.6), New
Jersey's OJT program performed as well as or better than the WIN OJT
program had performed prior to OBRA.7

In the sections that follow, the discussion will focus on the details
of runring the OJT program in New Jersey. The description of the prodram
is based largely c¢n information provided in interviews conducted during
September and October 1986 with each of the prodram's ten local OJT job

developers; in interviews with three former iob develspers; and in periodic

discussions with program administrators. Interviews conducted during March
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and April 1985 with job developers in five of the seven counties that were
running the program at that time provided additional information on the
program during its start-up phase. Topics include the job development
process, the strategy for matching sample members to available OJT jobs,
and the factors that influenced the number of placements achieved by the
program.

A, Staffing and Organization

As discussed in Chapter II, job developers had primary responsibility
for program intake. They were also responsible for developing OJT posi-
tions, negotiating contracts, matching enrollees to OJT jobs, monitoring
the progress of each OJT employee during her trial employment period, pre-
paring the invoices for paying employer subsidies, keeping records, and
preparing monthly reports on the program. Job developers received the
title of Employment Services Specialist III, which ranked them one level
above an entry-level professional within the ES/WIN organizational
structure,

This relatively low status contributed to a high rate of turnover
among the job developers, which adversely affected the implementation of
the program. The principal cause of the movement of ES and WIN employees
in and out of the position of job developer was the general reduction of
New Jersey's WIN budget following OBRA. For example, in FY 1981, the last
fiscal year prior tn OBRA, New Jersey WIN spent nearly $1.5 million for OJT
subsidies and program administration. By contrast, dus ing FY 1986, the OJT
program spent only about $€00,000 for NIT wage subsidies and administrative

8

costs. The reduction in federal spending for WIN forced New Jersey DOL to

cut back the number of ES WIN staff positions and reduce services to

84
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welfare recipients.

Following New Jersey civil service regulations governing Reductions in
Force, WIN staff at higher titles were th. demoted to =Imployment
Specialist III despite lack of experience. Many of these sought promotions
as jobs became available. Some individuals who were already working as job
developers were required to transfer to other counties in order to maintain
their civil service ranking. 1In all, only one of the seven original grant
diversion counties had a job developer who remained on the job from October
2984 through the end of the project. According to job developers and
program administrators, Reductions in Force and staff turnover created a
situatior in some counties in which new job developers came into unfamiliar
labor markets and had to lea~n their jobs anl make new contacts with area
businesses before they could perform effectively. In some comnties,
however, the OJT program hired job developers who were experienced at
writing OJT contracts through prior work with ES/WIN, CETA, or JTPA.

Lack of funds also forced OJT program job developers in most counties
to devote at least part of their work day to other duties in the WIN
system. Only four of the nine grant diversion counties (Camden, Mercer,
Monmouth, and Pasiaic) budgeted for full-time job developers; and in one of
these, the two job developers interviewed stated that they spent 35 to 50
percent of their time as regular WIN counselors, referring clients to

unsubsidized johs made available through the ES.9

In the ota=r five dgrant
diversicn counties, job developers' time was paid out of regula:r WIN finds;
and four of the seven job developers interviewed sta’.ed that they spent 50

percent or 1less of their time performing tasks connected to the OJT

program. (Two i.ore estimated that tnhey worked 7> percent of the time.)




During the rest of their working day, job developers 1in these counties
perfo.med a variety of functions within the WIN system, including referrals
to unsubsidized employment, counseling, supervising individual job search,

referrals to work experience positions, and recordkeeping.lo

As one job
developer put it, ®since the RIF [reduction in forcel, everyone around here
wears ten hats." Budget cuts al-o eliminated childcare and transportation

payrents for OJT program participants after October 1985.

B. The Job Developmernt Process

Most job developers interviewed stated that the majority of OJT place-
ments resulted fram their contacting area employers and working out an OJT
contract. Half the job developers stated that they sometimes used ES job
listings or want ads in local newspapers and then contacted employers.
Less frequently, emyloyers came to ES/WIN and asked to sponsor an OJT
position. According to job developers, few enrollees conducted their own
job developnent.l]

Most job developers stated that they did not seek out OJT positions on
the basis of their potential for skills training. Getting welfare clients
employed was a higher priority, even if the job developers believed that
the employer was looking for someone who could work productively right
away. All Jjob developers, 1owever, asserted that they sought 0JTs with
employers who would provide medical benefits. In seven of nine counties,
job developers stated that they would not usually write an OJT contract for
a job that paid less than 34 per hour.

OQJT jobs varied by county, in part because of the character of local
job markets and in part becaute one Or more employers within particular
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County, both JTPA and the OJT prodgram placed clients into jobs in casinos;
in Mercer County, which Includes Trenton, the state capital, government
agencies were an important source of employment; in Camden County, a number
of experimentals worked at industrial laundries; in Middlesex County, six
out of the county's ten OJTs were for assembly jobs at one electronics
firm; and in Passaic County, two employers accounted for 20 OJTs in packag-
ing and material handling. The majority of OJT positions were clerical
jobs (clerk/typist; secretary; mail clerk; data clerk; receptionist;
cashier; bank teller; bookkeeper; shipping clerk); service jobs (nurse's
aide; teacher's aide; laboratory assistant; food service worker; security
guard; janitorial staff; laundry worker); or packaging, assembly, or light
manufacturing jobs (inspector; packager; assembler; collator; material
handler).

Jun developers offered a variety of reasons for their success in
p-acing welfare recipients. Veterans of the ES stated that they drew on
longstanding relationships with area businesses for placements through the
OJT proyram; and one job developer stated that businesspersons in her
county were well informed about QJT contracts through the OJT prcgram and
through a similar program run by JTPA. Two additional job developers
claimed that OJTs were available for those job develope s who worked
energetically to f£ind them.

In six of the n.ne counties, job developers stated that they had
greater success in placing OJT participants with small or medium-sized
companies than witi: large employers.12 The most common reason given was
that the wage subsidy was more likely to attract a small employer to t}.

program tr n a large employer. Job developers also cited difficulties in
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convincing large employers to hire disadvantaged women with ilittle work
experience or training, Further, in counties who32 vselfare populations
included a high percentage of Hispanics (Hudson, Middlesex, and Passaic),
job developers cit=d problems in placing welfare recipients who did not
speak English. Threec job developers also stated that large emplcyers were
located away from the certral cities and were not accessible through public
transportation,

c. Characteristics of OJT Participants

In trying to fill OJT positions, job developers sometimes had to weigh
conflicting factors. First, they needed tc maintain good relations with
area employers to encourage future use of the progrea.a, This meant that
they needed to choose candidates who would both make a good impression when
they irterviewed for a job and were likely to perform their jobs well
enough to be retained after the trial employment period. On the other
hand, job developers expressed a commitment to helping disadvantaged f-~ople
find better jobs than they were likely to find on their wwn.

Most job developers expressed a concern that candidates for available
OJT positions be appropriate for the jobs at hand. Job developers stated
that they read client profiles and interviewed current and prospective
enrollees, trying to find clients whose work experience, skills, and
interests matchea the requirements of available O0OJT jobs. Good work
habits, good appearance, positive attitude, and motivation were also cited
as characteristics that attracted job developers to par*icular clients.
Half the job developers also stated that they ®*hedged their bets" by
sending more than one client to int>rview for the same OJT position,

Sometimes, when job develorers believed that enrollees in the OJT




program lacked the skills or experience to £ill an available OJT position,
they asked colleagues at ES/WIN to recommend a welfare recipient who
appeared to have the appropriate background and then recruited that person
for the program. Normally, this strategy of trying to fill available jobs
from outside the ranks of current enroilees would increase the likelihood
of an OJT placement (although if carried out frequently enough, it could
also result in many enrollees never finding OJT employment). However,
randam assignment often foiled this strategy, since half of these prospec-
tive OJT employees recruited by job developers were randomly as:igned to
the control group. For this and other reasons, OJT job developers cited
random assignment as a hindrance to their jobs.

The camments of job developers suggest that enrollees who were placed
in OJT jobs were more job-ready than those who were not. However, these
comments are only partially reflected in the demographic charactoeristics of
QJT employees. (See Tables 3.Z for the early sample and C.2 for the full
sample. ) Among experimentals in the early sample, 44.4 percent of high
school graduates worked in OJT jobs, compared to only 36 percent of high
school dropouts. Likewise, experimentals who had worked in a regular job
at same point were more likely (Ly nearly 6 percentage points) to be
employed in an OJT job than experimentals who had neve- held a job. On the
other hand, the percentage of OJT employees among experimentals who had
received welfare for more than two years in their lives (42.7 percent) was
hiaghe, than the corresponding percentsces for experimentals who hLau shorter
histories of weltfare receipt. Similarly, a higher percentage of

experimentals who reported no earnings during the year prior to random
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TABLE 3.2

NEW JERSEY

(EARLY SAMPLE)

ON-THE-JOB TRAINING EMPLOYMENT RATES WITHIN SELECTED SUBGROUPS

Characteristic

Subgroup Size

Ever Employed in
an 0JT Positian

WIN Status
Mandatory 415 38.8%
Nan-Mandotory 93 50.5
Age
Less than 19 Years 1 0.0
19-24 Years 70 37.1
25-34 Yeors 249 45.0
35-44 Yeors 148 37.2
45 Years or More 40 35.0
Ethnicity
¥hite, Non-Hispanic¢ 85 34.1
Blaock, Non-Hispanic 364 39.3
Hispoanic 5SS 61.8
Other 2 0.0
Degree Received
Nane 200 36.0
GED 62 41.9
High School Diploma 243 44 .4
. "}
Any Children
Less than 6 Yeors 1158 49.6
Between 6 and 18 Years 433 40.4
Prior AFDC vependency
Never on AFDC 12 33.3
Less thun 4 Months 34 38.2
4 Months to 2 Years 86 34.9
More than 2 Years 375§ 42.7
Number of Months Received AFDC
during Year prior to Raondom
Assignment
0 Months 30 2o0.7
1 to 12 Months 478 41.6
{continued)
L )
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TABLE 3.2 (continued)

Ever Employed in
Characteristic Subgroup Stize an 0J7 Position

Heid a Job at Any Time

prior to Rand-n Assignment
No 67 35.8
Yes 440 41.6

Reported Earnings during Year
prior to Random Assignment

None 306 45.1
$1-%1000 128 35.9
$1001-%3000 45 37.8
$3001-8%5000 16 25.0
Over $5000 | 18.2
Al Experimertalsc 508 40.7

SOURCE: Colcutations from MDRC Ctient Information Sheets, New Jersey DHS
Family Assistance Management Information System and New Jersey WIN Grant
Diversion Project On Board Summory Reports.

NOTES: OSampIe sizes for Any Children add to more than 508 because sample
members con have children in botn categories.

bColculations are from New Jersey DHS Family Assistance Management
tnformotion System and New Jersey WIN Grant Diversion Project On Board Summary
Reports.

cFor selected characteristics, the number of experimentals may
vary up to 17 sampie points due to missing duta.
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assignment were placed in OJT jobs than experimentals who had reported
earningS.13

These indicators capture only a few dimensions of job-readiness and do
not account for personal characteristics such as motivation to work or
self-confidence. Still, the data suggest that tha ranks of OJT employees
included many whose demographic charactzristics and employment and welfare
histories would normally place them at a disadvantage in the labor market.
Further, as the program tcok in a higher percentage of sample members with
significant barriers to employment, OJT employment rates among more overtly

disadvantaged sample members improved over time.

D. Job Developers' Assessment of the Program

Nearly all the job developers interviewed believed that OJT programs
benefited welfare recipients and hoped that New Jersey would continue to
run an OJT program funded by grant diversion. However, they also
criticized the program and suggested ways to improve it. In addition, job
developers cited several reasons why the number of placements would
probably be limited under any circumstances.

When asked why more enrollees weren't placed in OJT jobs, nearly all
the job developers interviewed pointed to at least one problem with the
labor maret in their area that hindered their efforts to place welfare
recipients into OJT jobs. These problems included: a shortage of entry-
level jobs that offered training; a shortage of jobs that paid enough to
compensate for the loss of welfare and other benefits; the inaccessibility
of jobs for individuals who had to rely on public transportation; the
unwillingness of employers to hire welfare recipients; and prejudice

against minorities oz non-English speakers, Further, 1in six of the nine




counties, job developers felt that ES/WIN had fewer opportunities to place
a client ‘n .n OJT job than it had at the beginning of the decade. In
three counties, job developers blamed <conomic changes, especially the
movement of large employers out of the area. Four job developers stated
that they had lost access to state and county agencies as OJT employers
because of cuts in agency budgets. In three interviews, job developers
also cited competition with JTPA's OJT program as a factor that worked
against placing welfare clients through the OJT program.

The job developers also commented that random assignment denied them
access to those individuals best suited to fill OJT positions. More than
half of the job developers claimed that they lost OJT positions altogether
because they couldn't find a comparable candidate among the experimentals.
Additional reasons given for the shortage of employable welfare recipients
included the overall drop in New Jersey's welfare caseload and regulations
governing the OJT program that prevented the inclusion of unemployed
parents in tvo-parent families (AFDC-Us) -- AFDC-U recipients were eligible
for OJT jobs during the WIN OJT program prior to OBRA and became eligikle
again in January 1987, when New Jersey started funding the program with
Title IV-A money.14

Most job developers felt that the program would have employed more
enrollees had more €funding been available for job development and had OJT
employees been eligible to receive transportation and childcare payments.
Three jolL developers complained that the state ought to have publicized the
OJT program more effectively, and two asserted that it was slow to re-

imburse employers for OJT wages.




III. Participation of Experimentals and Controls
in OJT and Other Activities

This section describes the participation of experimentals in WIN and
JTPA activities within 12 months of randaom assignment. As previously
discussed, OJT employees could also participate in alternative WIN and JTPA
activities prior to or after OJT employment. In fact, all but WIN volun-
teers (18 percent of the sample) were required to participate in alter-
native employment-related activities if they wer. not placed in OJT jobs.

Table 3.3 displays the full range of WIN and JTPA activities in which
experimentals were active during the 12 months following randam ascignment.
The data demonstrate that experimentals used WIN and JTPA services
extensively. buring the 12 months following randam assignment, 83.9
percent of experimentals were active in one or more WIN activities,
including OJT employment, or in JTPA activities. The most ccommon activity
was job search (62.2 percent). Participation in Job Club, individual job
search, job developer contact, and job referral were considered job search
activities. OST employment (39.8 percent) was the second most used
service. A omall percentage of experimentals (6.9 percent) also
participated in work experience. However, a relatively high percertage of
experimentals (20.7 percent) participated in a JTPA activity. There was
generally little difference in participation of experimentals for the early
sample compared to the full sample, although participation in
JTPA-sponsored activities was somewhat more common in the 2arly sample (see
Appendix Table C.3).

Experimentals who participated in one activity often took part in a

second (see Table 3.4). In all,. 38,1 percent participated in more than

-54- N

J4




TABLE 3.3

NEW JERSEY

PERCENT INVOLVED IN SPECIFIED ACTIVITIES
WITHIN TWELVE MONIHS OF RANDOM ASSIGNMENT,

{EARLY SAMPLE)

BY RESEARCH GROUP

ACtivity Measure Experimentals Controls
Ever Active 83.9% 13.0K%%%*
Participoted in Any WIN Component0 82.3 710.2%%*
Any Job Search 62.2 66.3
Individuai Job Search 42.3 45.1
cdah Nevelones ContOr i . e e 21.3 75.9% ———— e
Job Referral 20.7 J1. 7%=
Group Job Search 22.0 24.5
WIN Referrals to Training 10.0 9.5
WIN iInstitutional Training b 0.6 0.0
Non-WIN Institutiorul Training 8.7 6.8
Non-WIN Subsidized Employment 1.2 2.1
Work Experience 6.9 1.6
0JT Employment 39.8 0.0%e*
Porticipated in Any JTPA Training 20.7 171
Vocotionag! Training 15.2 11.7
Fducotion (Remedial or Academic) 1.2 1.0
Employment Preporaotion 0.4 1.0
Job Search or Work Experience 1.1 4.3*
JTPA-Provided 0J7 0.8 2,9
Deregistered , 42, 38.5
Due to Sanctioning 5. 4.5
Entered Employment© 65.4 R LLL
Somple Size 508 486
{cantinued)
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TABLE 3.3 (continued)

SOURCE: MDRC cal.ulations from New Jersey ESARS, New Jersey WIN
Grant Diversion Project On Board Summary Reports and New Jersey JTPA
Automated Reporting System,

NOTES: Activity measures are cclcuiated Gs a percentage of the
total number of persons in the indicated research group. The twelve-month
foliow-up period begins at the point of random a<sigament.

Active is defined as attendance at any WIN or JTPA component
or employment in an 0JT position for at least one day.

A chi-square test was applied to differences between
research groups. Statistical significance tevels are indicated os: * = 10
percent; ** = 5 percent; *** = ] percent,

———— e e . S - et 3L s S———— N i1 g oAt i v . e e ae

a
WIN components inciude Job Search, WiIN Referrais to
Training, Work Experience and QJT Empioyment.

b
Non-WIN Institutional Training includes WIN Referrals to
JTPA.

cRates include entry into 0JT employment as we!l as entry
Into unsubsidized jobs that was reported to program staff and recorded in
ESARS. These data were not uysed to measure employment impacts elsewhere in
the report.
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TABLE 3.4
NEW JERSEY
PARTICIPATION PATTERNS

WITHIN TWELVE MONTHS OF RANDOM ASSIGNMENT,
BY RESEARCH GROUP

1 I
Activity Measure Experimentals Controls
Active in:
Job Search Only 29.1% 48.4%
Training Only 3.3 5.8
Work Experience Onily 0.2 0.6
0JT Onty 13.2 0.0
Job Search and Training 6.9 1.3
Job Search and Work
Experience 2.2 4.5
Job Search end 0JT 15.6 0.0
Training and Work
Experience 0.2 0.4
Training and 0J7T 3.9 0.0
Work Experience and OJT 0.6 0.0
Job Search. Training and
Work Experience 2.2 2.1
Job Search, Work Exper-
ience and 0JT 0.6 0.0
Job Search. Training
and 0J7T 4.9 0.0
Training, Work Experience
and 0J7T 0.2 0.0
All Four Activities 0.8 0.0
Never Active 16.1 27.0
Total 100.0 100.1
Sample Size 508 484

SOURCE: MDRC calculctions from New Jersey ESARS, New Jersey
WIN Gront Diversion Project On Board Summary Reports and New Jersey
JTPA Auvtomated Reporting System.

(continved)
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TABLE 3.4 (continued)

NOTES: Activity measures are colculoted os a percentage of
the total number of persons in the indlcoted research gravp. The
twelve-month foilow-up period begins at the point of randam
assignment.

Distributions may not odd to 100.0 percent due to
rounding.

Active is deflned os attendance ot any WIN or JTPA
component or empl oyment in on 0JT positlon far ot least one day.

fudes WIN referrals to training aond atl

Training
< e WOIN LaporiCNLe gnu VST retrer TO WiN

o _JTPA activities lor

activities oanly.
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one activity. A third of experimentals combined job search with one or
more additional activities, including 21.9 percent who combined job search
and OJT employment. Only 13.2 percent of experimentals worked in OJT jobs
and did not participate in another activity. These experimentals may have
been more job-ready and less in need of the full range of services. Those
not employed in OJT positions were also likely to take part in multiple
activities. The activity pattern for experimentals 1in the early sample
resembles that displayed by the full sample, except that OJT employees in
the early sample were somewhat more likely to have participated in addition-
al training (see Appendix Table C.4).

A, WIN and JTPA Activities ¢f Fxperimentals in OJT Positions

It was expected that those in OJT employment would be less likely to
use alternative services. A comparison of participation rates of OJT
employees and other experimentals shows this to be true for WIN activities
but not for JTPA, Somewhat unexpectedly, the experimentals in OJT posi-
tions were more likely to participate in a JTPA activity, especially voca-
tional training. Referral from their job developers and their established
*job readiness® may have helped these experimentals get into JTPA acti-
vities. Experimentals in OJT positions most ccmmonly combined their OJT
with job search activities, although they also had substantial use of
additional WIN or JTPA training.

The use of alternative WIN and JTPA services by those in OJT oositions
can be further explored by looking at the timing of these activities in
relation to the start of OJT employment. If the activity took place before
OJT employment, it suggests that the experimentals were referred to these

components to increase their 3job-readiness’ and improve their chances of

o B0
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being hired by an OJT employer. T€ the activity took place after the OJT
job began, it may have been necessary to help the experimentals keep their
jobs, obtain better jobs, or find another job if they quit their OJT jobs
or were fired. Most experimentals in OJT positions using alternative
services did so before their OJT job began, receiving additional work
preparation fcllowing randam assignment. However, there was also notable
use of individual job search (41 peozle) and JTPA-sponsored vocational
training (15 people) after the OJT job ended.

B. Employment and Deregistration of Experimentals

Sixty-five percent of experimentals found employment within 12 months

of their random assignment, according to the WIN tracking system (see Table
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employment rate indicates that eXperimentals not in OJT positions were also

getting unsubsidized jobs.

A fairly high percentage of experimentals (42.5 percent) were deregis-

tered within 12 months of follow-up. Only 5.5 percent of experimentals (22

individuals) were sanctioned. Of chese, 21 individuals were not employed

i. an OJT job. The results for the full sample were very similar (see

Appendix Table C.4).

C. Participation of Controls in WIN and J1PA Activicies

As emphasized, this evaluation compares two program streams: regular

WIN and JTPA servicns plus eligibility for an OJT position versus regqular

WIN and JTPA services alone. The activities of the control gcoup provide a

measure of services likely to have been received by experimentals without

the OJT program,

Control group members were eligible for all alternative WIN services
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as well as JTPA services. Controls were treated like other WIN recipients
who showed interest 1n participating in employment-related activities.
Staff assessed their employment needs, p:iovided counseling ard job leads,
referred them to other training or education providers, and arranged for
support services. Some job developers who assessed both experimentals and
controls also indicated that they steered prcaising members of the control
group to a JTPA training program or referred them to the regular ES job
developer.

Rates of participation in employment-related activities of controls,
as reflected in participation records fram the autamated tracking systems
of WIN and JTPA, are presented in Table 3.3. Most strikingly, the control
group was very highly served. This participation rate 1is considerably
higher than the participation rates of the control groups in other state
welfare employment initiatives evaluated by MDRC -- higher indeed than the
participation rates of experimentals in sane of these demonstrations.15
The New Jersey OJT program recruitment process largely explains the high
rate of control services. As discussed 1p Chapter II, the program
enrollees were recruited fram participants in existing services, especially
Job Club, in the regular WIN system.

Seventy-three percent of controls were active in some employment-
related activity during the 1l1l2-month follow-up period (see Table 3.3).
More than 70 percent were active in at least one WIN camponent. Controls
were especially 1likely to take part 1in job search activities (66.3
percent). A much smaller percentage (7.6 percent) participated in WIN-
sponsored work experience. 1In addition, 17.1 percent of controls took part

in JTPA-sponsored activities, mostly vocational training (57 controls took
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part in this service; only 14 were placed in a JTPA-sponsored GJT job}.

The percentage of controis in activities in the early sample is comparable
to those active in the full sample, although the full sample had a slightly
higher rate of participation 1in work experience (8.5 percent). (See
Appendix Table C.3.)

The controls could also participate in more than one activity within
the follow-up period. Table 3.4 reveals, nonetheless, that they generally
participated only in job search (48.4 percent). An additional 17.9 percent
combined job search with training, work experience, or both. Only a few
controls participated in training or work experience without job search.
Their lack of use of additional services may be due to their ability to
£ind employment th-ough job search activities. The control group partici-
pation patterns were comparable for the full sample (see Appendix Table
C.4).

D. Employment and Deregistration of Controls

Almost 47 percent of controls were employed within 12 months of
follow-up, according to WIN records, and 28.5 percent were deregistered
(see Table 3.3). Only 4.5 percent were deregistered as the result of
sanctioning. The full sample results on employment and deregistrations
were very similar, except for a slightly higher rate of sanctioning (6
percent), (See Appendix Table C.3. )

E. Employment and Training Activities of
Experimentals and Controls Compared

Adding OJT employment to other WIN and JTPA services increased the
likelihood of participation in some employment-related activity. Five out

of six experimentals were employed in an OJT job or took part in another
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WIN or JTPA activity within 12 months of random assignment. The control
group average (73 percent) was also high, but was still 11 percentage
points below the rate for experimentals, In addition to OJT employment,
experimentals were more likely to participate ip JTPA activities, whereas
controls were more likely to participate in job search and work experience.
A significantly higher percentage of experimentals entered employment
within 12 months of follow-up (65.4 percent) compared to 46.7 percent for
controls, A higher percentage of experimentals (42.5 percent) were also
deregistered compared to controls (38.5 percent). (This is not sta-
tistically significant, however.)

Participation in employment-related activitie: most likely affected
the subsequent employment and welfare behavior of both experimentals and
controls, (These are examined in Chapter IV.) In interpreting the differ-
ences in employment, earnings, and welfare receipt between the two research
groups, it is important to keep in mind the findings of this chapter: (1)
most experimentals did not work in OJT jobs, but nearly all experimentals
participated in some employment-related activity; (2) controls, like experi-
mentals, vere very highly served; and (3) both groups made extensive use of

joub searcn and training services.
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CHAPTER IV

PROGRAM IMPACTS

I. Introduction and Summary

A, Key Research Questions and Research Issues

New Jersey’s on-the-~job-training program sought to increase employment
and earnings and reduce welfare dependency. This chapter reports on the
effectiveness of the program in attaining these goals, both in the short
term, when many experimentals were in OJT positions, and in the longer
term, after the vast majority of those placed in on-the-job-training
positions were no longer receiving subsidies.

To determine the effect of having been assigned to any program, two
basic questions must be answered, First, on average, what happened to
those who were assigned tc the program? Second, on average, what would
have happened to them had they not been assigned to the program? The
effect, or "impact,® of having been assigned to a program is the difference
between thece two average outcomes.

If sample members become "experimentals® or ®controls"® completely at
random, there are no systematic measured or unmeasured differences between
the two aroups before program treatment. As was shown 1in Chapter 1II,
measured differences in average characteristics between experimeqtals and
controls for this evaluation were slight:.1 Thus, average outcomes among
controls provide zaccurate benchmarks for what averaje outcomes would have

been among experimentals had the treatment not been available to them, and

differences in average outcomes between experimentals and controls measure




the program's effects. Even without help from the program, most sample
members found employment and/or left the AFDC rolls within a fairly short
time. Average outcames among controls document his background level of
caseload turnover. The impacts reported here 4o not credit the program for
the increased employment and reduced AFDC dependency that would have
occurred even in its absence.

Several considerations should be kept in mind when interpreting these
results. First, the program impacts presented here are impacts of assign-
ment to eligibility for one stream of services versus assignment to
eligibility for anothe: stream of services. Controls ~ould rcceive JTPA
and regqgular WIN services; experimentals were eligible both for these
services and for on-the-job training. Thus, the results are incremental
impacts, measuring the effect of adding on-the-job training to the mix of
services already available for the adult welfare population in New Jersey.

Second, not everyone who was assigned to experimental _tatus parti-
cipated in on-the-job training: Only 369 of the Rf14 experimentals in the
short-term impact sample, and only 207 of the 508 experimentals in the
early sample, were placed in subsidized jobs. However, everyone assigned
to experimental status was included when calculating impacts of assign-
ment to on-the-job training. Thus, impact estimates average net outcomes
for all experimentals, including the large share of expecimentals who were
not placed in on-the-job-training positions. Therefore, impacts measure
not the impact of placement .n on-the-job-training positions, but rather of
assignment to the group eligible for on-the-job training.2

Third, because of data limitations, the same samrle could not be used

for all impact analyses. Earnings outcomes for the first two quarters were




not available except for the short-term impact sample of 1,604 assigned

from April 1985 through June 1986 (see Chapter II, Table 2,5). Because
earnings beyond quarter four were available only for members of the early
sample already described in Chapter III, that sample had to be used to
analyze longer-term, post-program impacts. All tables in this Chapter have
been 1labeled either “short-term impact sample® or “early sample® to
distinguish the two groups. There 1s same reason to believe that had it
been possible to observe outcomes for the full sample for all periods,
full-sample impacts would be somewhat smaller than those for the short-term
sample, but somewhat larger than those for the early sample,

Fourth, AFDC data measure impacts on people, not on government out-
lays. As explained in Chapter II, the impact data do not include welfare
funds diverted to wage subsidies. These data capture only the AFDC grant
amounts that individuals ieceived directiv. {The Iimnplications for the
government budget are explored in Chapter V. )

Finally, earnings data include earnings fram both on~the-jcb-training
positions and unsubsidized employment, Employment data include employment
in both subsidized and unsubsidized positions. Thus, any measurable short-
term impacts are bought in part with government subsidy dollars transferred
to participating employers. Longer-term outcomes, after the vast majority
of on-the-job-training contracts had ended, are almost entirely free of
such subsidized earnings and employment, Training contract starting times
and durations varied considerably. However, the approximate dividing line

between predaminantly in-program and post-program periods was drawn at the

end of the fourth quarter. More than 94 percen- of contracts had ended by




3 {See

then, and all but two of the remainder had ended by (iarter six.
ible 4.1.)

B. Summary of Overall Impacts

The on-the-job-training prograr had sustained impacts on earnings and
AFDC income, both'during the predaminantly in-program period ending in
quarter four, and after the vast meiority of participants had left the
program. Impacts on employment rates and on rates of receipt of AFDC
tended to weaken by the predominantly post-program period.

The program led to more work and higher earnings for members of the
short-term impact sample during the first year after enrollment. Impacts
on employment rates were substantial in quarters one and two, reaching 15.3
and 13.1 percentage points, respectively, but then fell off sharply in
quarters thiee and four. Impacts on earnings peaked in quarter two, dipped
during quarter three, but i—Droved slightly in quarter four.

Reflecting these earnings impacts, there were notable reductions in
receipt of AFDC and amounts of AFDC income f_om the second through fifth
quarters. The timing of these reductions partly reflects lags due to
retrnspective budgeting of AFDC dgrants in New Jersey. During quarter four,
5.6 percentage points fewer experimentals than controls were receiving AFDC
payments. During the first year of follow-up, experimentals averaged
$3,104 in AFDC income, compared to $3,369 for controls. The difference,
$265, amounts to a savings of 8 percent.

For the early sample of 974 assigne? from October 1984 through
September 1985, there was earnings foliow-up fram quarters three through
seven, and AFDC follow-up from quarters one through eight. Attention was

focused on impacts fram guarter five onward because that was a
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TAELE 4.1
NEW JERSEY
DISTRIBUTION OF EXPERIMENTALS EMPLOYED IN 0JT POSITIONS,

BY PERIOD WHEN LAST 0JT JOB ENDED
(SHORT-TERM IMr «CT SAMPLE)

Periad xhen Last Emplayed in Cumulative
Subsidized 0JT Pasitian Number Percent Percent
Quarter of Random Assignment 105 28.5 28.5
Quarter 2 152 41.2 69.6
Quarter 3 63 17.1 86.7
Quarter 4 29 1.9 94.6
Quarter § 12 3.3 97.8
Quarter 6 6 1.6 99.5
Quarter 7 2 0.5 100.0

Sampie Size 369 '00.0

SOURCE: MDRC calculatians fram New Jersey WIN Grant Diversian
Project On Baard Summary Reparts.

NOTES: 3¢9 aof the 814 experimentals randamly ossigned between April
1985 and June 1986 were emplayed in at least ane 0J7 pasitian.

Quarterly percentages may nat sum ta cumulative percentages
due to raunding.
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predominately post-program period. In all quarters, impacts on earnings
were favorable, and in all quarters except the first, welfare income was
reduced. Earnings impacts peaked in quarters five and six; reductions in
AFDC income fell off after quarter six. However, there were no strong
impacts on rates of employment, which suggests that the earnings impacts
came not fram more -obs for experimentals, but fram better jobs. Over
quarters five through sever, the program increased earnings by $468, almost
15 percent of the control average of $3,159 in earnings. Over quarters
five through eight, the programs reduced AFDC income by $238, almost 1l
percent of the cont-nl average of $2,184 in AFDC income. The program also
reduced the number of months receiving AFDC during quarters five through

eight; this impact was 0.5 months on a control base of 5.9 months.

II. Impacts for Lae Short-term Impact Sample

The success of a wage subsidy program in increasing participants’
in-program employment and earnings depends on the relative strengths of
four program effects. First, subsidizing participants' salaries ought to
make it less expensive for employers to hire them instead of other workers.
Second, preliminary screening by the job developer could give employers
more information about program participants than about other job appli-
cants, thus reducing the risk that participants would be unsatisfactory
employees, and moving them ahead in thes queue for jobs. Third, Burtless
(1984) ai1d others have pcinted out that identifying paiticipants to
erployers as disadvantaged could have a "stigma effect® that might reduce
their employment rate. (However, this effect might be smaller in an OJT

program like New Jersey's, where job developers contracted with employers

169

Q -69-~




to place welfare recipients, than it would be in a program like the one
studied by Burtless, in which welfare recipients were given wage subsidy
vouchers and told to conduct their own jou search.) Finally, there could
also be a “"screening effect®: To the extent that employers are able to
screen participants even further and hire only those they would have hired
without the subsidy, state funds spent on subsidies would merely provide
windfalls to empiorers and have no effect on emplcyment rates or earnings.
If the subsidy and informaiion effects outweigh the stigma and screening
effects, assignment to on-the-jub training should lead to higher in-program
employment rates and earnings.

At placement, the total amount of the AFDC grant is frozen, but the
portion paid to the p.rticipant 1s reduced to reflect income due to
earnings. Thus, the amount of AFDC income a subsidized worker actually
rece,ves should fall, although rates of welfare receipt may not fall as
sharply. Since those placed in subsidized jobs may keep part of their AFDC
grants for a time and since employers supplement the grants with wages,
total income for participants should rise during the in-program period.

The overall in-picgram effect of assignment to on-the-job training is
compcsed of its ef fect : both those who are and are not placed in sub-
sidized jobs. Even ch..ich ~ orcrall effect may be pusitive, the effect
on those not placed mican negative.4 Same program participants might be

caught tor a vhile betw.:n job developtrs raising their wage expectations

and employers screening them out when positions become available, Eventual-
ly, those who are not placed .n subsidized jobs, but who can find less
desirable jobs on their own, might do at least as well in the labor market

as they would have without the on-the-job-training program. However, for a
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time, their employment rates and earnings might be depressed below what
they would have been without the program.

A, Short—-term Labor Market Impacts

For the 1,604 members of the short-term impact sample assigned from
April 1985 through June 1986, Table 4.2 and Figure 4.1 show substantial
emplovment-rate impacts.5 The program resulted in a 7.4 percentage point
increase in the proportion of experimentals ever employed during the first
year after random assignment. This impact w/as statistically significant.6
Even without the program, the cumulative rate of employment during this
period would have been extremely high with almost three-fourths of controls
finding employment within the first year after random assignment.

Quarter-by-quarter impacts were sametimes much larger than the
cumulative impact, but they were not stable. KRates of employment were 15.3
percentage points higher for experimentals 1in the first quarter, on a
control base of 40.1 percent, and 13.1 points higher in the second quarter,
on a control base of 48.7 percent.7 However, employment-rate impacts
dropped steeply in quarter three. This drop seems due mainly to a decline
in the experimentals' employment rate to 55.3 percant, just below where it
started in quarter one. The end of OJT employment for a substantial number
of experimentals in the second quarter (according to Table 4.1, more than
40 percent of them) may explain this decline. During this same period, the
control employment ra‘e rose fairly steadily, and had come within 2.5
percentage points of the experimental rate by quarter four.

Both experimentals and controls apparently moved in and out of employ-
ment, as rcflected by cumulative employment rates that were substantially

higher than the quarterly rates. Experimentals were also employed during

i11
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TABLE 4.2
NEW J ERSEY

IMPACTS ON EMPLOYMENT RATES AND EARNINGS
(SHORT-TERM |MPACT SAMPLE)

Outcome and Follow-Up Period Experimentals Contro!s Difference P

Ever Emplayed, Quarters 1-4 (%) 82.1 14.7 T.4%%+¢ 0,000

Average Number of Ouarteas with
Employment, Quarters 1-4 2.28 1.93 0.35%*+ 0.000

Ever Emplayed (X)

Quarter of Random Assignment 55.4 40.1 15.3¢%2 0.000
Quarter 2 61.8 48.7 13.188s 0.000
Quarter 3 55.3 50.8 4.5¢% 0.066
Quar ter 4 55.8 53.3 2.5 0.310
Average Total Earnings.
Quarters 1-4 (9)° 3500.06 2865.78 634.28%%* 0.002
Average Quarterly Earnings (s)°
Quar ter af Random Assignment 476.55 357.43 119.12%%* 0,006
Quarter 2 916.73 699.08 i17.66%** 0.000
Quar ter 3 1007 .89 868.64 139.25%+ 0.036
Quarter 4 1098.89 940.63 158.26%% 0.024

Sampie Size 814 790

SOURCE: MDRC calculations from New Jersey Unemployment Insurance earnings
records.

NOTES: Experimental and control group averages are regressian-adjusted using
ordinary least squares, cantraliing for pre-random assignment characteristics af
sample members (see Appendix Table D.2). There may be discrepancies in sums and
differences due ta rounding.

A two-tailed t-test was applied to each difference between experi-
mental and control graups. The calymn labeled °p* is the statistical significance
level af the difference 1tween experimental and contral averages. Statistical
significance jevels are 1dicated as: * = 10 percent; *% = 5 percent; *** = |
percent.

a
These calculations include values of zera for sample members nat
employed.
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more quarters than controls, as indicated in Table 4.2. Experimentals had

employment in OJT or unsubsidized jobs during an average of 2.28 quarters;

the statistically significant impact of 0.35 quarters was more than 18

percent of the control base of 1,93 quarters.

B. Short-term Impacts on Earnings

Table 4.2 and Figure 4.1 show that impacts on earnings were more
stable than impacts on employment rates. Adjusted earnings impacts peaked
at $218 in quarter two, and were then maintained at a lower level. 1In each
of the first two quarters, the earnings impact was more than 30 percent of
its control mean. Although the impact fell 1in quarter three, and recovered
only slightly in quarter four, it was still 16 percent above its control
mean in both those quarters. Earnings impacts were statistically signifi-
cant during each of the first four quarters, Over the first year, experi-
mentals earned $634 -- or 22,1 percent -- more than the control average of
$2,866.

Thus far, results show clearly favorable effects on both employment
and earnings outcomes, but reveal some differences in the time profiles of
impacts. While employment-rate effects started out large and quickly
declined, earnings impacts seemed to be sust:ined. This glves rise to two
questions: First, does the timing of subsidized placements also explain
the timing of employment and earnings impacts? Second, did the program
move experimentals into their first post-assignment jobs more qguickly than
controls? The answers to both these questions seem to be yes.8

There are three fundamental sources for the $634 cumulative earnings
impact: (1) a 7.4 percentage point advantage for experimentals in the

proportion ever employed during the first year after randam assignment;
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(2) an advantage for employed experimentals in the number of quarters with
employment; and (3) higher average earnings per quarter among employed

? M1 three sources are important, but Appendix Table D.6

exps:rimentals.
shows that, over the first four quarters as a whole, the {irst source is
much more important than the third. More than half of the cumulative earn-
ings impact during the first year after random assignment was due to the
impact on the proportion of those ever employed, while less than 10 percent
was due to higher averige earnings among thcse ever employed. More than a
third of the earnings impact was due to the increase in number of quarters
with employment. This empirical evidence clearly shows that the program
moved experimentals into employment; that it apparently moved them into
jobs more quickly; and that it moved them into jobs that paid more per
quarter than they would have earned otherwise. More pay per quarter with
employment could be the result of higher wages per hour, more hours of work

per week, or more weeks of work per quarter.

C. Short-term Impacts on Welfare Dependency

Tabl2 4.3 and Figqure 4.2 show that virtually every sample member
received AFDC at some point during the follow-up. Further, there was

essentially no impazt on receipt of AFDC during quarters one and two.

However, the impact was favorable in quarter three, and by quarter four,

5.6 percentage points fewer experimentals received AFDC.

Table 4.3 shows that impacts on amounts of AFDC income were also ;avor-
able, but welfare savings peaked at $110 in quarter three. In the fourth
quarter, welfare savings amounted to $82, 12.1 percent of the control mean

of $675. For the four-quarter in-prodram period as a whole,




TABLE 4.3
NEW JERSEY

IMPACTS ON RATES OF AFOC RECEIPT AND AFDC PAYMENTS
{SHORT-TERM IMPACT SAMPLE)

Outcome and Follow-Up Period Experimentals Controls Difference P
Ever Received AFOC,
Quarters 1-4 (%) 7.6 97.2 0.4 0.613
Average Number of Months o
Receiving AFOC, Quarters 1-4 8.51 9.13 ~0.63%%r 0.000
Ever Received AFDC (%)
Quarter of Random Assignment 96.6 95.2 1.4 0.1446
Quarter 2 89.7 92.0 -2.2 0.117
Quarter 3 73.3 78.4 -5.1%s 0.013
Quarter 4 62.1 7.8 -5.4%% 0.015
Quarter 5 54.7 60.7 -5.9%¢ 0.012
Average Total AFgC Payments,
Quarters 1-4 ($) 3104.5) 3369.28 ~264.77%09s 0.007%
Average AFOC Paymonts ($)°
Quarter of Raondom Assignment 1007 .43 996.50 10.93 0.482
Quarter 2 838.75 923.00 -84.25%%0 0.000
Quarter 3 664.94 174.55 -109.6189s 0.000
Quarter 4 595.39 675.23 -81,.849%s 0.00)
Quarter 5 533.55 604.60 =71.05%9s 0.007
Sample Size 814 190
SOURCE: MDRC calculations from New Jersey AFOC records.
NOTES: Experimental and control graup averages are regression-adjusted

using ordinary least squares, controlling for pre-random assignment character-
istics of sarple members (see Appendix Table 0.2). There may be discrepan-
cies In sums and differences due to rounding.

A two-tgiled t-test was applied to each difference between
experimental and control groups. The coiumn labeled ‘p" is the statistical
signiticance level of the difference between experimental and control averages.
Statistical significance levels are Indicated as: * = 10 percent; *% = §
percent; ®*%% = | percent.

]
These calculations include values af zero for sample members not
receiving AFDC.

-76- 116




FIGURE 4.2
NEW JERSEY

TRENDS IN AFDC RECEIPT AND AFDC INCOME
(SHORT-TERM IMPACT SAMPLE)
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welfare savings amounted to $265, 7.9 percent of the control mean of
$3,369.

D. Short-term Impacts on Total Measured Income

The sum of AFDC income and earnings imr a period is the best available
measure of the total cash income available during that period. During the
predaminantly in-program period fram quarter one through quarter four,
Table 4.4 shows that the average control had $6,235 in such total measured
income. After quarter one, control income stayed above $1,600 per quarter.
Impacts on this outcome started out fairly large, reflecting the immediate
earnings impacts and slower-starting welfare reductions alieady discussed,
In both gquarter one and quarter two, impacts on total measured income were
above $130 and were statistically significant. When earnings impacts
declined and welfare grants began to reflect increased earnings in quarter
three, the two sources of income largely offset one another, yielding a
quarter three impact on measured income of only $30, less than 2 percent of
the control mean. However, these impacts appeared to improve in the fourth
quarter, For the 1in-program period as a whole, experimentals came out
moderately ahead. The impact on total measured income was $370, 5.9

percent of the control mean of $6,235.

III. Longer-term Impacts for the Early Sample

For the short-term impact sample of 1,604 just discussed, there is
little or no follow-up beyond the in-program period ending in quarter four.
However, a partialiy overlapping early sample of 994 has earnings follow=-up
for quarters three through seven, and AFDC follow-up for quarters one

through eight. Table 4.5 shows that, as with the short-term impact sample,

i1s
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TABLE 4.4
NeW JERSEY

IMPACTS ON TOTAL MEASURED INCOME
(SHORT-TERM IMPACT SAMPLE)

Outcame and Falloaw-Up Periad Experimentals Cantrals Difference p

Average Tatal Measured
income. Quarters 1-4 $6604.57 $6235.06 $369.5. %= 0.0446

Average Tatal Measured

Incame
Quar ter af Random Assignment 1483.98 1353.93 130.05**+ 0.003
Quarter 2 1755.48 1622.08 133.40°* 0.017
Quarter 3 1672.83 1643.19 29.64 0.616
Quarter 4 1492.28 1615.86 716.42 0.224
sample Size 814 190

SOURCE: MDRU calcutatians from New Jersey AFDC and Unempl ayment
insurance earnings recards.

NOTES: Total measured incame is defined as the sum af AFDC income
and earnings.

These calcuiatians include valuves af zera far sampie members
with na measured incame.

Experimental and contral group averages are regressian-
adjusted vusing ardinary least squares., cantralling far pre-randam assign-
ment characteristics of somple members (see Appendix Table D.2). There may
be discrepancies in sums and differences due ta raunding.

A two-tailed t-test was applied ta each difference be’ween
experimental and cantral graups. The calumn labeied °*p*® Is the statistical
slgniticance ievel af the difference between experimentai and cantral
averages. Statisticu! significance levels are indicated as. * = 10
percent; ** = 5 percent, *** = | percent.
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TABLE 4.5
NEW JERSEY
DISTRIBUTION OF EXPERIMENTALS EMPLOYED IN OJT POSITIONS,

BY PERIOO WHEN LAST 0JT JOB ENDEO
(EARLY SAMPLE)

Periad when Last Emplayed in Cumviative
Subsidized 0JT Pasiticn Number Percent Percent
Quarter af Randam Assignment 48 23.2 23.2
Quarter 2 19 38.2 61.4
Quarier 3 40 19.3 80.7
Quarter 4 22 10.6 91.3
Quarter § 7 3.4 94.7
Quarter ¢ 8 3.9 98.6
Quarter 7 2 1.0 99.5
Quarter 8 1 0.5 100.0

Sample Size 207 100.0

SOURCE: MDRC calculatians fram New Jersey WiIN Grant Oiversian
Praject On Baard Summary Reparts,

NOTES: 207 of the 508 experimentals randamly assigned between
October 1984 and September 1985 were emplayed in at feast ane 0JT pasitian.

Quarterly percentages may nat sum ta cumulative percentages
dve ta raunding.




most of the early sample had completed any on-the-job-training contracts by

the beginning of the fifth quarter. Thus, to measure predaminantly post-

program outcomes, the rest of this chapter concentrates on outcomes from
quarter five onward f{or the early sample of 994.

Continued effects of subsidized on-the-job-training placemeut on

employnent and earr.ngs may ste.. from *rollovers® into permanent jobs with
the subsidized employer and from the effects of training on earnings. Some
of .ne skills imparted by the subsidized employer may also be valuable to
other potential employers, thus improving post-program employment prospects
and raising post-program earnings.

A, Longer-term Labor Market Impacts

Table 4.6 and Figure 4.3 show a mixed picture for post-program employ-
ment-rate impacts. The early sample appears to have impacts in quarters
three and four weaker than those present for the short-term impact sample.
Separate impacts on employment rates are reported for quarters three
through seven, and an additional imract is reported for the mostly post-
program gquarters five through seven taken together. The program caused a
3.2 percentage point increase in the proportion of experimentals employed
at any time during quarters five through seven. Most of this cumulative
impact appears due to the 5.3 percentage point impact in quarter five,
which is the result of a temporary dip in employment among rontrols. The
impact disappeared in quarters sis« and seven. Even without the program,
the cumulative rate of employment during this period would have amounted to
about two-thirds. According to the quarter-by-quarter figures, experi-
mentals' and controls' rates of employ' 'nt seem tu drift upward slightly

and to stabilize around 56 or 57 percent. During the predaminantly post-
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TABLE 4.6

NEW JERSEY

INPACTS ON EMPLOYMENT RATES ANO EARNINGS
(EARLY SAMPLE)

Outcome ond Follaow-Up Periad Experimentals Cantraols Oifterence P

Ever Employed. Quarters 5-7 (%) 70.1 66.9 3.2 0.285

Average Number of Quorters with
Employment., Quarters 5-7 1.69 1.64 0.03 0.686

Ever Employed (X%)

Quarter 3 55.0 51.5 3.5 0.269
Quarter 4 54.8 55.2 -0.4 0.896
Quarter § 56.9 51.6 5.3+ 0.095
Quarter 6 56.4 56.7 -0.2 0.939
Quarter 7 56.1 57.8 -1.7 0.584

Average Toatal annings.
Q.arters 5-7 (§) 3627.43 3159.10 468.32% 0.060

Average Quarterly Eornings ($)°

Quor.er 3 881.40 841.24 40.15 0.590

Quarter 4 974.33 939.52 34.81 0.663

Quarter 5 1155.09 981.25 173.838¢ 0.048

Quarter 6 1259.79 1087.82 171.97% 0.061

Quorter 7 1212.55 1090.03 122.5¢ 0.177
Somple Size 50b 486

SOURCE: MORC calculotions from New Jersey Unemployment Insurance earnings
recards.

NOTES: Experimentol and contral group averages are regressian-adjusted using
ordinory least squores., contralling far pre-rondom assignment charocteristics af
semple members (see Appendix Toble 0.2). There may be discrepaencies in sums and
differences due tae roundlng.

No earnings doto were avallable for quarters 1 or 2 for thase randomly
ossigned betwean October 1984 and Oecember 1984 ond no earnings doto were ovalilabie
for quorter 1 faor thase rondomly aossigned between January 1985 ond Morch 1985.
Quarters 1 ond 2 were therefore excluded.

A two-tolled t-test wos opplied ta each dlfference between experl-
mentel ond contrael groups. The column lobeled *p* is the stotistlcal significance
level of the difference between experimenta! ond control aoverages. Statlstical

* significonce levels ore indicaoted as: * = 10 percent; ** = § percent; *** = |

percent.

o v
These caolculations include values aof zero for saomple memberS nat
emplayed.
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program period, experimentals were not employed significantl’ longer than
controls. Table 4.6 shows an impact on number of quarters with employment
cf only 0.93, on a control base of 1.66 quarters, during quarters five
through seven.

Table 4.6 and Figure 4.3 show that post-program inpacts were more
consistent for earnings than for employment. Earningds impacts for the
early sample were $174 in quarter five, $172 in quarter six, and $123 in
quarter seven. Over the three quarters taken together, carnings impacts
amounted to $438, about 15 percent of che control base of $3,159.

As noted earlier, cumulative earnings impacts have three sources:
(1) differences in cumulative rates ever employed: (2) differences in
number of quarters with employment, if ever employed; and (3) differences
in average earnings per quarter with employment, if ever employed. The
proportion ever emplcyed has already been discussed (see Table 4.6).

The third source is the different levels of earnings for those who
were employed. If employed experimentals h:d higher wages or more hours or
weeks of work than employed controls, average experimental earnings would
be higher, even if there were no impacts on employment rates and numbers
of quarters employed. Table 4.7 gives adjusted mean earnings among
experimentals and controls who were employed in each period. As explained
in 2ppendir D of Auspos et al., 1988, differences in these adjusted means
are not the same as imp._cts because, to the extent that the program was
effective, employed experimentals may differ in pre-assignment character-
istics fram employed controls, However, a pattern of increased earnings
for employed experimentals over the follow-up period -- from negative $34

]
to positive $288 by quar”ter seven -- seems evident, though statistical

.
L 4

124

-84~




TABLE 4.7
NEW JERSEY

EMPLOYMENT #MD EARNINGS OUTCOMES AMONG EMPLOYED SAMPLE MEmBERS
(EARLY SAMPLE)

[
Outcame and Fallaw-Up Periad Experimenta!s Cantrols Difference p

Average Number af Quarters with
Emplayment, if Ever Emplayed.
Quarters 5-17 2.42 2.48 -0.06 0.283

Ave. age Tatal Earnings, if Ever
Emplayed, Quarters 5-7 ($) 5180.90 4723.17 457.73 0.121

Average Earnings.
if Ever Emplayed ($)

Quarter 3 1600.04 1634.07 -34.03 0.738
Quarter 4 1775.41 1703.16 12.24 0.497
Quarter 5 2022.85 1909.99 112.86 0.333
Quarter 6 2227.43 1929.37 298.06%** 0.010
Quarter 7 2168.66 1886.87 287.78 %+ 0.013

Soample Size

Quarters 5-17 353 328
Qiarter 3 278 252
Quarter 4 276 271
Quarter 5 286 254
Quarter 6 283 279
Quarter 7 282 284

SOURCE: MDRC calculatians fram New Jersey Unemplayment Insurance
earnings recards.

NOTES: Sample members were excluded from calculations far periods
dur g whicn they had na earnings.

Experimental and cantral graoup averages are regressian-odjusted
using ardinary least squares., cantralling far pre-raondom ossignment
characteristics aof sample members (see Appendix Table D.2). There may be
discrepancies in sums ond d!fferences duve ta rounding.

Nao earnings data were available far quarters 1 or 2 for those
randomly assigned between OcCtaber 1934 and December 1984 and no earnings doto
were available far quarter ) far thase randamly assigned between January 1985
and March 1985. GQuarters ! and 2 were therefare excluded.

A twa-tailed t-test was applied ta each difference between
experimental and cantral graups. The calumn labeled °n® is the statistical
significance level of the difference befween experimental and cantral averages.
Statistical significance levels are indicated a®: * = 10 percent; ** = 5
percent; *** = 1 percent.
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significance was achieved only after quarter five.

This empiricai evidence 1is consistent with the hypothesis that the
wage subsidy tended to mouve participants into jobs offering more hours of
work or higher pay than they would have gotten otherwise. Table D.7 shows
that the cumulative post-program earnings impact was due overwhelningly to
higher earnings for employed experimentals than for employed controls.
Among those ever employed, controls actually had more quarters of employ-
ment than experimentals. However, the cumulative employment-rate impact
Just about offset this negative effect on earnings of nunber of employed
quarters, among those who were employed.

On the whole, the pattern of labor market results supports the theory
that on-the-job-training placement was responsible for sustained positive
earnings impacts and for positive employment-rate impacts immediately after
randam assignment, though employment ratec for controls soon caught up with
employment rates for experimentals. It can be argued that the subsidy or
the placement assistance provided by the program moved its participants
ahead in the queue for jobs that offered more hours of work or higher pay,
and that once they obtained such jobs, they tended to keep them or found
other jobs fairly quickly.

B. Longer-term Impacts on Welfare Dependency

Table 4.8 and Figure 4.4 shos a cumulative impact on welfare receipt
of 2.3 percentage points during quarters five through eight, which 1is
smaller than the average impact during individual quarters. Starting at
4.9 percentage points in quarter five, the impact on the welfare rolls
seems to peak at 6.4 points in quarter six and then to da2cline to 3.8

points in quarter seven and to 1;9 points in quarter eight. The indi-
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TABLE 4.8

NEW JERSEY

IMPACTS ON RATES OF AFDC RECEIPT AND AFDC PAYMENTS
(EARLY SAMPLE)

R
Outcome and Follow-Up Period Experimentais Controls Difference

P
Ever Receivea AFDC (%)
Quarters 1-8 98.0 97.17 0.3 0.736
Quarters 5-8 60.7 62.9 -2.3 0.448
Average Number of Months
Receiving AFDC’
Quarters 1-8 14.24 15.06 -0.81* 0.098
Quarters 5-8 5.41 5.90 -0.49 0.132
Ever Receivcd AFDC (%)
Quarter of Random Assignment 97.4 96.3 1.1 0.298
Quarter 2 93.6 ?1.4 2.2 0.176
Quorter 3 16.8 17.17 -0.9 0.73¢
Quarter 4 65.8 68.6 -2.8 0.33¢
Quarter S 56.5 61.5 -4.9 0.106
Quarter 6 50.6 57.0 ~b.4%s 0.037
Quarter 7 471.9 51.17 -3.8 0.219
Quarter 8 45.7 A7.5 -1.9 0.536
Average Tatal AFDC
Payments ($)°
Quarters 1-8 5133.51 5560.99 -427.408%= 0.021
Quarters 5-8 1945.94 2183.5/ -237.63*% 0.052
Average AFDC Payments ($)°
Quarter af Random Assignment 998.55 994.41 4.13 0.793
Quarter 2 883.25 930.69 -47.43%* 0.041
Quarter 3 691.24 173.117 -81.92%s» 0.007
Quarter 4 614,52 679.15 -04.63%% 0.048
Quarter § 543.19 616.80 -73.6"%s 0.028
Quarter 6 493.173 576.85 -83.12%= 0.013
Quarter 7 470.46 513.54 -43.08 0.200
Quarter 8 438.56 476.33 ~-37.82 0.248
Sampie Size 508 486

SOURCE AND NOTES: See Tablie 4.3.
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vidual quarter impacts seem to be mainly a matter of differential timing
for about the same number of departures fram the rolls for experimentals as
for controls. This interpretation is buttressed by the statistically
significant impact on number of months receiving AFDC, half a month on a
control base of 5.9 months during quarters five through eight. Apparently,
the program speeded departure fram the rolls for many who would have left
the rolls anyway.

Table 4.8 and Figure 4.4 show that impacts on amounts of AFDC income
were also favorable. For the four-quarter post-program period as a whole,
welfare savings amounted to $238, 10.9 percent of the control mean of
$2,184.

C. Longer-term Impacts on Total Measured Income

During the mostly post-program period fram quarter five through
quarter seven, Table 4.9 shows that the average control had $4,866 in
earnings plus AFDC income. Like ccatrol income for the short-term impact
sample, measured income for the early sample of controls stayed near $1,600
per quarter. Impacts of the program on this outcome were just above $100
during quarter five, but dipped below $80 in quarter seven. For the
post-program period as a whole, however, experimentals still came out
ahead. The impact on total measured income was $269, 5.5 percent of the

control mean of $4,866.

IV. Generalizability of the Findings

As already noted, because of data limitations, the same sample was not
used throughoat this chapter. The short-term impact sample of 1,604 people

amounted to about 83 percent of the full. sample of 1,943, and the early
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TABLE 4.9
NEW JERSEY

IMPACTS ON TOTAL MEASUREO INCOME
(EARLY SAMPLE)

Outcome and Follow-Up Period Experimentals Contrals O:fference

Averagye Total Measured
Income, Quarters 5-7 $5134.81 $4866.29 $268.51

Average Total Measured
Income
Quarter 1572.64 1614.41 -41.177
Quar ter 1588.86 1618.68 -29.82
Quarter 1698.27 1598.06 100.22
Quarter 1753.52 1864.67 88.86
Quorter 1683.01i 1603.5; 719.44

Sample Size 508 486

SOURCE: MORC caicurations from New Jersey AFOC and Unemployment
Insurance earnings records.

NOTES: Total measured income is defined as the sum of AFOC income and
earnings.

These calculations inciude values of zero for sample members
with no measured income.

Experimental and control group averages are regression- adjust-
ed using ordinary least squares, controlling for pre-random assignment
characteristics of somple members {see Appendix Table 0.2). There may be
discrepancies in sums and differences due to rounding.

No earnings daoto were available for quar‘ers | or 2 for those
randomly assigned between Octaber 1984 and Oecember 1984 gnd na earnings data
were available for quarter 1 for those randomly assigned between Janvary 1985
ond March 1985. Quarters ! and 2 were therefore excluded.

A two-tailed t-test was applled to each difference between
experimental and cantrol groups. The column labeled *p" Is the statistical
significance ievel af the difference between experimental and control
averages. Stotistical significance levels are Indicated as: * = 10 percent;
** = § percent; *** = | percent.




sample of 994 for whom longer-term follow-up was avallable amounted to just
over half of the full sample. Unfortunately, it is impossible to say
exactly what short-term and longer-term impacts would have been had all
data been available for the full sample. One apparent source of
Gifferences in impacts for different samples 1s county differences in
on-the-job-training placement rates. For example, compared with the early
sample, the short-term impacc sample includes proportionately more people
fram Hudson and Mercer counties, which achieved higher-than-average rates
of placement of experimentals in on-the-job-training positions. More
subtle differences between samples may also be reflected in differential
impacts.

However, the overlap in the outcomes reported for the early sample and
the outcomes reported for the short-term impact sample has some value for
analyzing the generalizability of the results to the full sample. In
general, the early sample seems to have had impacts similar to, but smaller
than, those for the short-term impact sample.10 For example, Table 4.6
shows weaker impacts at the end of the in-program period for the early
sample than for the larger group whose employment-rate impacts were given
in Table 4.2. Therefore, the longer-term impacts reported above are
probably a conservative estimate of the Program's longer-term effect for

the entire sample.
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CHAPTER V

BENEFIT-COST ANALYSIS

I. Introduction and Summary of Findings

This chapter weighs the economic benefits and costs of the two program
streams zvaluated in this report: eligibility for OJT employment as well as
regular WIN and JTPA services versus eligibility for WIN and JTPA services
alone, The analysis draws on the findings of previous chapters and also
utilizes data gathered specifically for estimating benefits and costs.
Applying techniques developed in other evaluations of social programs,1 the
benefit-cost analysis assesses New Jersey's OJT program fram several
distinct viewpoints, notably those of the government budget and of the
welfare recipients accepted into the program and randomly assigned to the
experimental group. The analysis also considers the effects of the program
on society in general and on taxpayers. (As explained later, the effect on
taxpayers is similar but not identical to that on the government budget.)2
Thus, within the constraints of the available data, the analysis estimates
both the overall cost-effectiveness of the program and the gains and losses
to the groups it most directly affected.

This analysis estimates benefits and costs over a five-year period;
although most costs were incurred when enrollees were still in the program,
benefits may accrue over a longer time as people formerly dependent on

welfare continue to work and pay taxes. Therefore, the analysis estimates

program effects after the data collection period, using alternative assump-
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tions about how effects calculated with available data might change. In
this chapter the data collection period is referred to as the observation
period; the period between the end of data collection and the end of the

fifth year after randam assignment is referred to as the projection period.

(Section III.D of this chapter explains the procedure for projecting
ef fects beyond the o.servation period.)

As in previous chapters, the analysis focuses on the effects of the
New Jersey OJT Progdram on members of the early sample. Benef it-cost
estimates for the later sample, which are more uncertain because only
short~-term earnings and welfare data were available, are included at the
end of the chapter and in Appendix F and provide context for the early
sample estimates.

The principal findings of this analysis are as follows:

O The average cost of running the OJT component was about $850

per experimental in the early sample, including wage subsidies
and administrative costs. Net costs of additional WIN and
JTPA services were close to zero.

Job development, matching enrollees to available OJT jobs, record-
keeping, and other administrative tasks amounted to nearly 60 percent of
the funds spent by the OJT program. Payments to OJT employers out of the
county wage subsidy pools accounted for the rest. The higher cost of OJT
program administration reflects the fact that money was spent trying to
place each experimental in an OJT job, even though only 41 percent of early
sample experimentals were actually placed. Further, about 45 percent of

OJT employees left their jobs before the end of their trial employment,

which limited the money that employers received. As discussed in Chapter

III, experimentals and controls participated in other WIN and JTPA acti-




vities at about the same rate. Therefore, the costs of these components
were nearly equal.

© Over the five-year period (including both observed and project-

ed estimates), the experimental group, taxpayers, and the
government budget become better of f financially as a result of
the program, Even within the observation period, experi-
mentals benefited from the program, while the budget nearly
broke even.

As discussed in Chapter IV, experimentals in the early sample earned,
on average, $468 more than controls during quarters five through seven.
When all observed data are included, the experimental-control difference
rises to $892, This earnings gain (plus an additional $108 in fringe
benefits) exceeded experimentals’ net losses from higher taxes and lower
average welfare and Food Stamp payments, resulting in a net gain of $309.
Experimentals’ higher taxes and savings in transfer payments represent a
gain to government budgets, which, during the observation period, allowed
the program to recoup all but $86 of the net cost of providing OJT
employment and other services to experimentals. As experimentals continue
to work and pay taxes, they should continue to benefit from their enroll-
ment in the New Jersey OJT program. Government budgets should also, in
time, receive a net gain from operating the program, However, the
magnitude of these net gains 1s uncertain. Using alternative reasonable
assumptions about the projected future effects of the program, net benefits
to experimentals over the full five-year period are likely to be between
$971 and $1,554. Similarly, the analysis estimates that the p ygram will

break even within two and a half years of randam assignment and receive a

net gain over five years of betwesen $601 and $1,284.
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I1. The Analytic Approach

In determining the benefits and custs of New Jersey's OJT program, the
analysis estimates the value of the program's effects on key outcomes, and
the cost of producing those effects. The main outcome variaples for which
MDRC coullected data include the earnings and AFDC payments discussed in the
impact analysis in Chapter IV. The benefit-cost analysis also considers a
variety of outcomes not directly measured, but for which values could be
imputed: the fringe benefits of reqular jobs; tax payments; Medicaid; Food
Stamps; transfer program administrative costs; and the value of output
produced by members of the research sample employed in OJT, unsubsidized,
and unpaid WIN work exper.ence jobs. The analysis weighs experimental-
control differences in these outcomes against costs that include: OJT wage
subsidies and administrative costs; the expense of operating the regular
WIN program for members of the research sample; expenditures for support
services such as childcare and transportation received by experimentals and
controls who participated in regular WIN activities; ond the costs 1incurred
by JTPA agencies for providing education and training services for sample
members.

The principal object of this analysis 1{s to determine the average
benefits and costs of New Jersey's OJT program for each member of the
experimental group above and beyond what would have happened if she had not
been eligible for placement in an OJT position. As with the analysis of
program impacts 1in Chapter IV, costs and benefits are averaged over all
experimentals: those who were employed in OJT positions and those who were
not.3

The observation period varies by data source and date of random assign-
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ment for each sample member. (See Table 2.5 for further details.,) For the
early sample, the observation period for earnings data ranges fram nine
quarters for the earliest enrollees to six quarters for the last enrollees
randamly assigned (not counting the quarter of randam assignment); by
contrast, the later sample has between three and five quarters of earnings
data, depending on the period of randam assignment. The observation period
for AFDC payments data ranges from 24 to 35 months for the early sample and
from 15 to 23 months for the later sample, Benefits and costs accruing
after the end of the observation period up to a point five years from the
date of random assignment have been estimated for each sample member on the
basis of observed data and a series of assumptions. All benefits and costs
have been valued in 1986 dollars and discounted (for forgone investment) to
the end of the first year of follow=-up.

In considering the estimated benefits and costs of the New Jersey OJT
Program, it is important to remember the asczumptions governing the analysis
as well as the limitations of the estimation procedures. The analysis
assumes no displacement of other workers, even though scme OJT employers
may have used the OJT program to fill job openings that they had been
planning to fill anyway. The five-year benefit projections also assume
that regulations governing the calculation of taxes and transfer payments
during the randam assig-ment and follow-up periods remained in effect
throughout the projection period. (The analysis does take into account

changes 1in fedr al income tax regulations). However, passage of new

federal welfare legislation, increases in the minimum wage, further changes

in the rax system, or other new legislation could alter sample members'




labor market behavior and welfare experiences, and thus future benefits and

costs.

While available data permit estimation of a wide array of benefits and
costs, some potentially useful information was not included in this study,
such as UI benefits, General Assistance payments, and the earnings or other
income of family members of individuals in the research sample. In addi-
tion, potential intangible effects of the New Jersey OJT Program, such as
changes in participants' self-esteem or in the quality of their f mily
life, could not be determined.

Finaily, the demonstration itself probably affected program costs and
benef its -- although the extent of these effects is difficult to estimate.
For instance, job developers had to work with fewer enrollees than they
otherwise would have because half of the sample was randomly assigned to
the control group. The demonstration may also have increased the overall
use of WIN and JTPA services by sample members, since same job developers
seem to have made a special zffort to enroll controls or experimentals who
weren't placed in OJT positions in alternative employment and training

4

activities. Interpretations of the benefit-cost analysis presented below

should recognize the scope of the analysis.

III. Economic Value of Program Effects

A, Earnings and Output

As seen in Chapter IV, experimentils earned on average %468 more than
controls during the fifth through seventh quarters following randam

assignment. The estimates in Table 5.1 include these earnings gains but

extend the period for estimating program effects to include those that




TABLE 5.1
NEW JERSEY

ESTIMATED EXPERIMENTAL-CONTROL DiFFERENCES IN EARNINGS,
FRINGE BENEFITS, AND TAXES PER EXPER!MENTAL
FOR THE OBSERVATION PERIOD
(EARLY SAMPLE)

Campanent af Analysis Estimate
Earnings
0JT Empl ayment $695
Unsubsidized Employment 197
Tatal 892

Fringe Benefits

0JT Employment 84

Unsubsidized Employment __24
Tatal 108
Taxes

Fayrall Taxes 16

Federal Incame Tax 62

State Incame Tax 8

State Sales and Excis: Taxes 9
Tatal 156
Sample Size 50¢

SOURCE: MDRC calculatians fram Unemplaym.nt Insurance earnings
rercrds and fram publ ished data an OJT wage subsidies, tax rates and
emy,{ayse benefits.

NOTES: Differences are regressian-adjusted using ardinary least
squares, cantralling far pre-randam asslgnment c(haracteristics af sample
members. Because af raundi-g, deteil may nat sum ta tatals.

%rhe end uf he abservatian periad was march 1987 far
Urempl ayment Insurance earnings and O0JT wage subsidies.
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occurred from the second quarter following random assignment through the
end of available follow-up. Consequently, these estimates differ fram the
earnings impacts for the early sample presented in Chapter 1V, which
instead cover the follow-up shared by all sample members.5

Table 5.1 shows the earnings differences during the observation period
and subdivides earnings gains into those associated with employment in both
subsidized OJT jobs (based on OJT employment records and published data on
wage subsidies) and unsubsidized jobs. Subtracting average OJT earnings
fran the total earnings impact produces these two estimates.6 Experimen-
tals in the early sample show an increase in earnings of $892 over the con-
trol group average. Nearly 80 percent of the earnings gain was associated
with OJT employment.

The table also presents an estimat2 of net gains in the value of
fringe benefits of $108, of which $84 was associated with OJT employment.
These estimates assume a benefit rate -- based on national employment data
-- of 12 percent of earnings for both OJT and unsubsidized employment.7
{Payroll taxes are considered separately below.)

tnder standard economic assumptions, the wages and fringe benefits
that workers receive reflect the value of thelr output to employers and
(barring displacement or other negative effects on others) to soclety.
Whether this applies to OJY employees, who require a subsidy to induce
erployers to hire them and who may not be as productive as other hnew
employees, 1s uncertain. However, previous MDRC research on the relative
productivity of welfare recipients in OJT positions and work experience
jobs suggests that OJT employees were about as productive as regular

unsubsidized workers.8 Thus, experimentals' gains in earnings and fringe
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benefits also represent increased output in the New Jersey econcmy as a
result of the OJT program.

Normally, the gains from increased output go to employers but are off-
set by the cost of wages, fringe benefits, and payroll taxes. Therefore,
employers break even. However, OJT employers do better because 'hey
receive the benefit of OJT employees' output and are reimbursed for half
these employees' wages during their trial employment. For the early
sample, the net gain to OJT employers is $348.

As discussed in Chapter III, some experimentals and controls were
employed 1in unpaid work experience jobs. This also benefits society
because employers (in this instance government agencies or not-for-profit
organizations) receive the full value of these employees' output and do not
have to compensate them for their work.9 Therefore, the benefit-cost
analysis includss the value cf these services.

As shown in Chapter III, eligibility for OJT employment resulted in a
small decrease in experimentals' participation in work experience campared
to controls. MDRC estimated the resulting net loss of value of output to

be s9.10

B. Tax Paynents

Earnings gains for early-sample experimentals during the observation
period increased yields in federal and state income taxes, Social Security
and UI Ccmpensation payroll taxes, and state sales and excise taxes. These
gains to the government budget and to taxpayers offsct some of the cost of
running the OJT program, Using the relevant tax rates, tkis evaluation
imputed these taxes fram earnings (total earnings in the case of payroll

taxes and earnings over a base amount for income taxes) and combined income
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from earnings and AFDC payments (for sales taxes). The estimate of federal
taxes in Table 5.1 is based on tax rates for 1986 and includes a deduction
for the Earned Income Tax Credit.11

The results in Table 5.1 show that the estimated total taxes paid by
experimentals during the observation period exceeded average tax payments
for controls by $156 -- nearly half of which was the result of increased

Social Security and UI Campensation taxes.

C. Reduced Dependence on Transfer Programs

As shown in Chapter IV, experimentals r-.ceived less AFDC income as a
result of their eligibility for OJT Jobs. However, a portion of these
savings was diverted to the county wage subsidy pools to finance additional
OJT empioyment. To a lesser extent, the program also affected experimen-
tals' use of Medicaid and Food Stamps, although not always 1n the same way.

As with the estimate of earnings gains, the experimental-control
Aifference 1in the direct receipt of AFDC income was estimated frcm AFDC
records from the second quarter after randam assignment to the end of avail-
able follow-up. Table 5.2 displays the experimental-control difference in
receipt of AFDC income during this period and the average value of diverted
AFDC grants. MDRC estimated the value of diverted grants from AFDC payment
and OJT employment records. The value cf the diverted grant was the differ-
ence between maximum allowable payments and payments received during months
in which grant diversion calculatious would normally be performed.12 On
average, experimentals received $485 1less 1in welfare payments than
controls. About 72 percent of these savings, or $351 per experimental

($862 per OJT employee), was diverted to finance OJT employment, leaving a

$134 net AFDC savings to the government during the observation period.
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TABLE 5.2
NEW JERSEY

ESTIMATED EXPERIMENTAL-CONTROL DIFFERENCES IN TRANSFER PAYMENTS
AND ADMINISTRATIVE COSTS PER EXPERIMENTAL
FOR THE DBSERVATION PERIOD
{EARLY SAMPLE)

Type af Paoyment ar Cast Estimate

Transfer Payments

AFDC
Regular Payments $-485
Diverted Payments 35t
Medicaidg 9
Foad Stamps -5t
Tatal -176

Administrative Casts

AFDC -14
Medicaid 1
Foad Stamps -14
Tatal -27
Sampie Size 508

SOURCE: MDRC calculatians fram AFDC payments rec~rds, New Jersey WIN
Grant Diversian On Baard Summary Reparts. Unemplayment snsurance earnings
recards and published data an Medicaid., Faad Stamps and AFDC payments and
administrative expenditures.

NCTES: Differences are regressian-adjusted vsing ardinary least
squares, cantraliing for pre-random assignment characteristics of sample
members. Because af raunding., detail may not sum ta tatals.

a
The end aof the abservatian periad was august 1987 far AFDC
recards and March 1987 far Unemployment Insurance earnings recards.
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Differences in Medicaid use were imputed from observed differences in
AFDC receipt and the rules covering Medicaid eligibility. A person on AFDC
is automatically entitled to receive Medicaid and remains eligible for up
to nine months after leaving the rolls, depending on her subsequent employ-
ment and earnings. Under a special waiver, OJT employees were eligible for
Medicaid throughout their contract period, even 1if their OJT earnings were
high enough to disqualify them for AFDC. Once the contract period ended,
however, OJT employees were 5Subject to the normal Medicaid eligibility
regulations governing AFDC recipients and could receive up tc nine
additional months of Medicaid eligibility. The special rules for 0OJT
employment provided a valuable short-term benefit for OJT employees that
was intended to ease their transition from welfare and publicly financed
health insurance to private sector employment and privately fin¢nced health
insurance. For the state budget, this specizl walver represented a short-
term investment in anticipation of long-~term savings in Medicaid payments,
once the burden of providing health care insurance was shifted to employers
or to the former reciplents themselves.

The average change in the value of Medicaid was determined in four
steps. First, using aggregate AFDC and Medicaid data, MDRC estimated the
average value of Medicaid used by AFDC recipients (the actual recipient of
the grant and her dependents) during a sindgdle month to be nearly $74 in
1986 dollars. his per-recipient cost was then multiplied by the number of
recipients on the sample member's AFDC case to produce a monthly average
for Medicaid received by the household as a result of the sample member's
Medicaid eligibility.l3 Third, the analysis estimated the total value of

Medicaid received during the observation period by multiplying the average
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monthly Medicaid payment by the numher of months in which the sample member

was eligible for Medicaid. Finally, a regression-adjusted, experimental-
control difference in total Medicaid payments was estimated.

Table 5.2 presents the results. During the observation period, experi-
mentals received $9 more in Medicaid payments than controls. This slisht
increase in Medicaid payments probably results from the cambined effects of
the eligibility of OJT employees for the length of their contract period
and the relatively rapid exit fram AFDC by controls. During the first year
following random assignment, experimentals averaged $43 more in Medicaid
than controls. However, for the rest of the follow-up period, experimen-
+2ls received $34 less in Medicaid payments, indicating a trend toward
small savings 1in Medicaid payments ¢ ice both groups were working at
unsubsidized jobs.

Differences 1in Food Stamps were imputed from total income from
earnings and AFDC payments. Estimates included the earnings disregard as
well as childcare and medical deduccions -- all of which are used to
determine eligibility for Focd Stamps and the amount of permitted
benefits.14 No special rules govern receipt of Food Stamps during OJT
employment; therefore, earnings gains associated with OJT employment should
decrease Food Stamp use by OJT employees and, hence, by the experimental
group as a whole.

Table 5.2 displays experimental-control differcnces in the value of
Food Stamps received during the observation period. Experimentals show a
$51 decrease over the control average. Two-thirds of the decrease occurred
after the first year of follow-up.

New Jersey's OJT program produced a $176 net savings in transfer
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payments, as decreases in AFDC income and Food Stamps exceeded the cost of
grant diversion and 1increased Medicaid payments. These savings were
accompanied by an additional $£27 decrease in the cost of transfer program
administration.15

D. Future Effects and Total Results

The effects discussed thus far pertain only to the observation period.
Yet, program effects will almost certainly last longer. The analysis thus
projects outcomes for each sample member, so that the combination of
observed and extrapolated values covers five vears from the point of random

55519ﬂmeﬂt-16 Because the amount of nbserved data on sample members varies

according to when they entered the research sample, the length of the
projection period required to estimate results over five years also varies.
For the early sample, the projection period for earnings-based benefit
estimates (these include taxes, Medicaid, and Food Stamps, as well as earn-
ings and fringe benefits) ranges fram 2.5 years for sample members randomly
assigned between October and December 1984 to 3.25 years for sample members
randamly assigned between July and September 1985. An additional five
months of follow-up for AFDC payments shortens the projection period for
estimates of future AFDC payments and AFDC administration expenditure,
correspondingly.

Projection of program effects requires choosing a base period from
which the projecticn 1is made, making assumptions abcocut the rate at which
experimental-control differences change over time, and selecting an
appropriate discount rate. As 1in previous MDRC reports, this analysis uses
the average of the last two quarters of earnings data (October 1986 to

March 1987) and a quarterly average based on the last six months of
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available AFDC payments data (March to August 1987) as the base periods for

projecting future benefits.

The decay rate 1s the rate at which the base period estimate 1is
assumed to change over time. This study's relatively short follow-up makes
it difficult to predict long-term trends from available data, Two decay
rates have therefore been used to compute a range of estimates. The first
assumes that the magnitude of the experimental-control difference observed
during the base period will continue unchanged during the projection
period. In other words, the decay rate for projected benefits will be zero
percent. This assumption, which is relatively optimistic and serves as the
upper bound for the five-year estimates, 1s reasonable because earnings
impacts were sustained in Maine's OJT program (TOPS) over a three-year
observation period and in New Jersey during a shorter observation period.
Moreover, program effects could actually increase over time, as was demon-
strated in the analyses of longer-term earnings impacts of two previous
work/welfare 1initiatives, Supported Werk and the Baltimore Options
Program.l7

The second decay rate assumes a straight-line decrease in program
benefits €fram the value displayed during the base period to zero during the
final quarter of the projection period. To illustrate: If earnings gains
averaged $100 during the base period and 2.5 years (or ten quarters)
comprise the projection period, the impact will drop to $90 during the
first quarter of the projection period, $80 during the second, $70 during
the third; and so on, to zero during the tenth and final quarter. In this
example, the cumulative impact over the projection period 1is the sum of

these quarterly impacts or $450. In effect, the annual decay rate acceler-
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ates from 40 percent during the first year, to 67 percent during the second
year, to infinity beyond the third year. This lower bound estimate 1is
arbitrary and was chosen to provide a relatively large range within which
the actual value of program effects will probably fall.

Again, it 1is conceivable (bu* unlikely given observed trends in earn-
ings and AFLC receipt) that program effects will fall below the lower esti-
mate. One example of using an extremely pessimistic assumption to estimate
future effects 1s to claim that program effects fall to zero immediately
after the end of the observation period and remain there throughout the
projection period. The decay rate in this instance 1s infinite. When
program impacts are shown to be positive (or even close to zero) under this
more extreme and unlikely negative assumption, one can confidently conclude
that the program is cost-effective. Estimates of program effects based on
this assumption are discussed below and in Section V of this chapter.

The effect of inflation on the value of future program effects was
avoided by expressing base period estimates and projected amounts in 1986
dollars. Further, all extrapolated results were discounted to adjust for
the value of forgone investment. (A benefit received later in che follow-
up period is worth less than the same benefit received earlier due to the
lost opportunity tc invest.) A real discount rate -- that 1is, a rate ad-
justed for inflation -- of 5 percent per year was used in this analysis.18

Table 5.3 presents the observed, projected, and total estimates of
program effects during the five-year time period. 1In each table the column
headed Cammon Follow-up shows the effects estimated for the portion of the

follow-up period available for all sample members. To compare the early

and later samples, the cammon period, comprises the maximum £follow-up
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TABLE 5.3

NEW JERSEY

ESTIMATED BENEFITS DURING THE OBSERVATION PERIOD,
PROJECTION PERIOD. AND OVER FIVE YEARS AFTER RANDOM ASSIGNMENT.
PER EXPERIMENTAL
(EARLY SAMPLE)

[ l
Observotion Perlodo Projection Period Five Yeor Totol
Common Additionol Prolectgon Projectedi(0Observed Plus
Benefit Variobile Foiiow-up Foilow-up Bose Amount Projected)
Eornings ond Fringe
Benefits
0JT Employment $712 $68 $0 $0 $779
Unsubsidized
Empioyment -411 632 222 1211 to 2350 1432 to 2571
Payroti Toxes 23 53 17 92 to 179 169 to 256
income ond Sales Toxes -6 86 27 146 to 303 226 to 383
AFDC Payments
Reguior -274 =211 -36 -167 to =315 -652 to -801
Diverted izl 3l 0 0 351
Other Transfer
Payments 26 -68 -29 -159 to -337 -201 to -379
Transfer Progrom
Administration 13 -40 -9 -45 to -84 -72 to -113

SOURCE: See Tabies 5.1 ond 5.2.
NOTES: Becouse of rounding, detall may not sum to totois.
°Bosed on avoiloble foilew-up doto-

ane projection bose period is a quorterly overoge of the lost two
quarters of avoilable follow-up. Progrom effects observed during this bose period
ore multiplied by o projection factor to estimote benefits from the end of the
observotion period to five years from the point of random assignment.

c

The first numuer of eoch ronge ossumes a stroight line decay of
impocts to $0 by the end of the five-year period; the second number ossumesS thot the
most recent program effects continue for eoch remoining quarter of the five-year
period.

Ha,
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available to individuals who entered the sample during April tc¢ June 1936:
quarters two througl four for earnings, and two through five for AFDC
payments. The column headed Additional Follow=Up provides estimates of
program effects during the remainder of tne observation period. Sunmming
the values 1n these two columns yields the observed program effects
presented in Tables 5.1 and 5.2.

Dividing the observation period in thi. way reveals a dramatic differ-
ence in the effect of New Jersey's OJ! program on the 41 percent of experi-
mentais who found employment in OJT positions and the remaining 59 percent
who did not. During the first year after randam assignment (che Cammon
Period), experimentals averaged $301 rore in earnings and fringe benefits
than controls. However, th2? effect of New Jersey's OJT program 1s actually
composed of two effects: a positive effect of $712 in earnings and fringe
benefits for experimentals while in OJT jobs, and a negative effect of
-$411 for unsubsidized earnings. This short-term negative effect on un-
subsidized earnings is probaily associated with two phenomena. First, many
OJT employees would likely have found unsubsidized jobs had they not been
eligible for OJT employment. In effect, thelr earnings from QJT jobs
substituted for earnings from unsubsidized jobs. Second, the rest of the
experimental group who weren't emplcocyed in OJT jobs did not find unsubsi-
dized jobs as quickly as controls.19 buring the rest of the observation
period, unsubsidized earnings and fringe beneflts made up 90 percent of the
early-sample experimentals®' net gain in earnings and fringe benefits of
$700.

Similarly, for early-sample experimentals, increases in AFDC payments

and other transfers are cdisplayed during the Common Period -- primari y
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because savings in AFDC grants were diverted to the wage pcol and because
OJT employees were eligible for Medicaid during cheir trial employment.
These increases were offset by even greater savings during the rest of the
observation period, when the waye subsidy period had ended. (See Table
4.5.)

When net losses to experimentals from decreased transfer payments and
higher taxes are subtracted from net gains in earnings and fringe benefits,
the resulting difference indicates how well experimentals fared as a result
of their eligibility fo:r OJT employment. For the entire observation
period, experimentals in the early sample display a n.c gain of $330.
(This estimate differs slightly from the one discussed in Section V

below.20

) Since this estimate is alveady positive in tYe observation
period, estimates Lased on infinite decay are likewise positive, and
changing assumptions about future effects will only affect the magnitude of
additional gains.

The column in Table 5.3 headed Projected Amount presents a range of
values with the first number calculated assuming a straight-line dec.ease
in program effects and the second assueing zero percent decay. The column
headed Base Period displays the quarterly averages for the last six months
of observed data upon which projections are based. The final cclumn, which
is simply the sum of observed and projected effects, indicates the esti-
mated progrim effects during the five-year period starting at random
assignment,

In each of tiese +wo tables, the projected estimates using the
straight-line decay assumption are somewhat larger than the observed esti-

mates -- including the estimzce of AFDC savings, once the cost of Aiverted



grants is taken into account. Utilizing the zero percent decay rate nearly
doubles the projected amounts,

For experimentals in the early sample, gains in earnings and fringe
benef its range between $2,211 and $3,350 over a five-y. r period, while tax
yields increase by $395 to $639.21 Savings in welfare and ocher transfer

payments and in expeuditures for transfer payment administration range fram

$574 to $942, depending on assumptions.

IV. Costs

This section presents an analysis of experimental-control differences
in the cost of services and support payments. Of greatest interest are the
direct costs of providing OJT employment. These costs have two components:
the cost of wage subsidies to employers and the cost of administering the
program. Indirect costs concern expenditures iror pruv.iding additional WIN
and JTPA services used by experimentals in lieu of or in conjunction with
QJT employment. The sum of direct and indirect costs is the total cost of
the experimental progr~m stream. Theoretically, in an OJT program for
welfare recipients, a .rtion of the direct costs of placing recipients in
OJT positions will be offset by savings in indirect costs, as recipients
eligible for OJT employment use alternative services less. In this study,
the costs of serving controls through the WIN and JTPA systems provide a
benchmark for estimating these savings,

In this section (and throughout the rest of the chapter), experi-

mental-control dif ferences in the wust of services are referrel to as net

costs. Table 5.4 displays the net cost of each WIN component as well as

the net cost of administering and enforcing the WIN systen; the net cost of
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support services for participants in WIN activities; and the net cost of
JTPA activities. Since controls were not eligible for OJT jobs, the net
costs of the OJT component are equivalent to the average costs of serving
experimentals. The experimental-control difference in total costs, direct
and indirect, is the net cost of the OJT program, i.e., the additional cost
incurred fram adding the OJT component to the WIN system, Again, 1in
theory, this total net cost ought to be less than the direct cost of
running the OJT component, as savings should be realized from decreased use
of WIN and JTPA services by experimentals.

This section also discusses the average costs of providing services
and support payments for all members of each research group. These average
costs are referred to as gross costs. (For any activity or support pay-
ment, subtracting the gross cost of serving controls from the gross cost of
serving experimentals produces the net cost.) Because the benefit-cost
analysis 1is principally concerned with estimating the incremental effects
of New Jersey's OJT program, net costs rather than gross costs receive the
greatest attention.

Both gross costs and net costs are averaged over all experimentals -—-
including those who never worked in an OJT position and nonparticipants in
WIN and JTPA activities. To give a :onse of the absolute cost of providing
services and support payments, the analysis estimates the average cost of
OJT employment for the 41 percent of experimentals who actually worked in
OJT jobs, as well as the average cost for individuals who actually parti-
cipated in a WIN or JTPA activity or received a support payment from the

WIN system. These costs are referred to as per-employee or per-participant
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ESTIMATED NET

TABLE 5.4

NEW JERSEY

C0STS OF 0JT PROGRAM, OTHER WIN SERVICES

AND JTPA EDUCATION AND TRAINING ACTIVITIES.

(EARLY SAMPLE)

PER EXPERIMENTAL

Cost Variable Net Oifference
0JT Program
Wage Subsidies $348
Operating Costs 500
Total 847
Other WIN Operating Costs 0
Re-registration 0
Appraisa! ]
individual Job Search -15
Group Job Search -4
Work Experience 2
WiN Institutional Training 40
Referral to Non-WIN Training -0
suspense to Non-WIN Subsidized Employment -
Administration and Enforcement -25
Total -39
WIN Allowances and Support Servlcesb
Training Related Expenses =11
Child Care Payments =10
Total =21
JTPA Operating Costs 13
Total Costs 860
Sample Size 508

SOURCE: MDRC calculations from New Jersey CSARS and JTPA Automated
Reporting System; Grant Diversion Financial Records; DOL Training Related
Expenses records; DHS-PEP childcare vouchers; New Jersey WIN Grant
Diversion Project On Board Summary Reperts; published WIN, JTPA, and
DHS-BEP expenditure and participation records.

NOTES: Becouse of rounding, detail may not sun to fota!s.
a
Less than $0.50 and greater than -$0.50.
bEstlmates are calculated from a subsample of 377
experimentals and controls randomly assigned between January and June 1986.

The subsample is welighted to replicate the distribution of sample members
randomly assigned during these months.
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costs. Unlike the estimate program Hénefits, cost calculations are not
regression adjusted.22

Estimates of program costs use all available follow-up for program
tracking records (21 to 32 months); however, the analysis assumes that no
further costs are incurred beyond the observation period. This assumption
is reasonable because after December 1986 (or six months before the end of
the observation period), OJT job developers were no longer writing OJT
contracts for members of the research sample. Also, the participation
rates of experimentals and controls in alternative WIN and JTPA services
were similar during the observation period. This suggests that _net
differences in the use of these services (and hence net costs) will be
close to zero in future years.

Each net cost was estimated .n several steps. The first step was to
determine the "unit cost,® that is, the average cost of providing a single
unit of service to one person.23 Published data on WIN and JTPA expendi-
tures and participant counts for FY 1986 were used for estimating unit
costs.24 Al costs are expressed in 1986 dollars to permit comparison with
program benef its. Separate unit costs we:ie estimated for each county or
SDA.

Next, for each research group, MDRC calculated the average number of
units of service that group members used. Due to budgetary constraints, it
was necessary to simplify this calculation for alternative WIN and JTPA
activities by assuming that no one participated in an activity more than
once during the follow-up.25 For these activities the per-participant cost

is either the county or SDA unit cost for those who participated in the

activity during the follow-up or zero for those who did not. These per-
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participant costs were then averaged over all members of each research
group to produce the gro-s costs. Subtracting the gross costs for controls
fran the dgross costs for experimentals yields the net costs of each
activity.

It was possible to account for multiple instances of service in esti-
mating the direct costs of operating the OJ'T" component, the cost of WIN
administration and enrorcement, and the cost of WIN support services. Per-
participant cost estimates were obt:#ined by multiplying the unit costs Ly
the number of units of service used. These estimates were then averaged
over all members of the research group to produce the gross costs. As
previously, the net cost was the experimental-control difference in gross
corts. Costc are displayed in Table 5.4,

A, New Jersey OJT Program Operating Costs

1. Employer subsidies. Estimates of employer subsidies are

derived from published quarterly data on cumulative expenditures for wage
subsidies; published counts of the number of OJT placements; and OJT
employment records for members of the research sample. These estimates are
approximate because the cumulative expenditure data include wage subsidies
for individuals not in the research.26

Budget limita_ions made it necessary to estimate the average wage
subsidy indirectly. Published data on employer subsidies indicate that the
OJT pro¢cam spent $451,097 (in 1986 dollars) between April 1984, the start
of the OJT pilot project, and March 1987 to subsidize 562 QJT placements.27
All but one experimental had finished her OJT by the Latter date, so that

after March, the program was paying wage subsidies almost exclusively for

individuals not in the research. According to OJT employment records,
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members of the early sample worked in 220 of these OJT jobs (39.1 percent).
Thus, it is assumed that early-sample members accounted for 39.1 percent of
wage subsidies or $176,586, Averaged over the 207 OJT employees in the
early sample (13 had a second OJT job), the per-employee cost of wage
subsidies was $853. Averaged over all experimentals, the gross cost was
$348,

2, OJT operating costs. Administrative costs for the OJT

program were derived from WIN expenditure records for staff and nonstaff
costs during FY 1986; data on New Jersey DHS administration custs for the

program; published counts on OJT placements during FY 1986; and OJT employ-

ment records.28 The anilysis estimates that total costs for administering

the QJT program during FY 1986, including fringe benefits and nonstaff
costs, came to $334,570 (in 1986 dollars). During this period, the program
made 290 OJT placements (including pl~cements for members of the later
sample), The administrative cost of placing one person in an OJT job was
therefore $1,154. Multiplied by the 220 OJT jobs accounted for by early-
sample experimentals and averaged over all 508 members of the research
group, the gross cost of administering the program was $500 ($1,226 per OJT
employee). Combined gross costs of wage subsidies and OJT program admin-
istration come to $847 per experimental and $2,079 per OJT employee,

B. The Cost of Other WIN Services

Estimates of the net cost of operating the New Jersey WIN system for
experimentals and controls are based on published WIN staff and nonstaff
expenditure reports for FY 1986; New Jersey DHS, Bureau of Employment
Programs expenditure reports for the same period; and published partici-

pant counts for WIN activities.29 This section presents net cost estimates




for all WIN activities in which sample members participated after random
assignment: registration for WIN; appraisal; individual job search3°; Job
Club; work experience; referrals to WiIN institutional training; referrals
to non-WIN training; and referrals to non-WIN subsidized employment. The
administration and enforcement category includes costs associated with
caseload management: scheduling; counseling; enforcing p.ogram regulations;
deregistering sample members; sanctions; and recordkeeping.

In the New Jersey WIN system, program staff record hours devoted to
specific activities and charge their time accordingly. For each activity,
a unit cost can then be calculated, which represents the total cost of
staff time devoted to the activity during FY 1986, marked up for fringe
benefits and nonstaff costs, and divided by the number of instances of
participation in the activity. Unit costs for each WIN activity were
estimated for each of the nine counties in the demonstration. Gross and
net costs were estimated as described at the beginning of this section.
Table 5.4 displays net costs for WIN components.

Alternative WIN activities are less staff-intensive than the OJT
program. All but one component carried per-participant costs of under $200
-- or less than 10 percent of the total per-employee cost of :the OJT
progranm. (The little-used WIN institutional training component cost $850
per participant.) Gross costs, which reflect the experimental and control
participation rates discussed 1n Chapter III, averaged less than $10 per
activity, except for the cost of individual and group job search: about $80
and $40 respectively. As displayed in Table 5.4, experimental-control
differences 1in the cost of alternative WIN services were small: Only indi-

vidual job search had a net cost over $15, and the total difference in the
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cost of WIN services was $2 less -- not counting the cost of administration
and enforcement.

1. Administration and enforcement. The cost of administration

and enforcement encompasses all WIN staff costs, marked up for fringe
b.nefits and nonstaff costs, that were not attributed to specific acti-
vities, plus expenditures for serving sample members incurred by New Jersey
DHS, Bureau of Employment Programs.31 For each of the nine counties in the
demonstration, the cambined expenditures for FY 1986 were divided by 12 to
approximate a monthly cost; in turn, the monthly cost was divided by the
average number of WIN registrants per month during FY 1986 to produce an
estimate of the average cost of administration and enforcement for one WIN
registrant for one month,

To estimate the per-participant cost, the county unit cost of admin-
istration and enforcement was multiplied by the number of months in whick
the sample member was registered during the follow-up. ror experimentals,
the cost of WIN administration and enforcement was set to zero for every
month employed in an OJT job. This modification was warranted because the
QJT program incurred the cost of serving OJT employees for thece months. 32

Table 5.4 displays the experimental-control difference in the cost of
WIN administration and enforcement, Like the costs of running WIN
components, the remaining costs of operating the system were relatively
low. Gross costs for experimentals in the early sample were 5147, based on
an average of 13.7 months registered for WIN (15.2 total months minus 1.5
months in OJT jobs). Controls averaged 15.4 months in the WIN program and
accumulated gross costs of $172, The experimental-control difference or

net cost of Administration and Enforcement was only =$25.
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C. Support Services

The New Jersey WIN system paid participants in WIN activities an
average of $4.50 per day to cover training-related expenses. Participants
in WIN activities were also eligible to receive childcare money from New
Jersey DHS, Bureau ori Employment Programs: up to $160 per child per month.
OJT employees were not eligible to receive these support services. In-

stead, they, like any other AFDC recipient who had found a2 job, were

tion. Specifically, they received an autamatic $75 per month deduction for
work-related expenses and were allowed to deduct up to $160 per moutl per
child for childcare costs fram the value of earnings used to figure welfare

grants. These deductions in turn permitted OJT employees to keep more of

reimbursed for these expenses indirectly through their AFDC grant calcula-
their welfare grant. However, if OJT wages exceeded 185 percent of New
Jersey's standard of need, the .,T employea received zero dollars in AFDC,
irrespective of work-related or childcare expenses.33

In theory, New Jersey's OJT program should produce an indirect savings
in support service costs because recipients eligible for OJT employment are
supposed to participate less often in otuer WIN activities and consequently
require fewer support payments. This hypothesis is tested by estimating
the experimental-control difference in support service costs.

As discussed in Chagter 1I, the cost of Training-Related Expense (TRE)
payments was estimated for a subsample of 377 experim2ntals and controls
randomly assigned from January to June 1986. The analysis used TRE records

and childcare vouchers fram randam assignment through May 1987 to estimate

these costs. Budgetary constraints prevented an examination of payment

records for members of the early sample; therefore, the net cost for
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support payments derived from this subgroup from the late sample will be
used for both samples.

Table 5.4 presents the net costs of TRE ané childcare payments. About
half of the 377 members of the subsample received at least one TRE payment;
payments per recipient averaged $96. The gross costs of TRE payments were
$46 for experimantals and $57 for controls, resulting in a net savings in
TRE payments of $l11, Receipt of BEP childcare payments was much less
cammon: only about 8 percent of the sample received a payment and recip-
lents of childcare payments received only $252 on average throughout the
follow~up. Again, gross costs were slightly lower for experimentals --
$19, compared to $29 for controls. Thus, the OJT program yielded a net
savings in BEP childcare costs of $10 and a cambined savings in childcare
and TRE costs of §$21.

D. Total WIN Costs

Among the early sample, experimentals averaged $349 in WIN activity,
adninistration and enforcement, and support service costs. This amnunt
represents an additional expense of 41 percent above the cost of running an
OJT program for the same individuals. Total WIN costs for early sample
controls averaged $409. The combined savings resulting from decreased use
of WIN services and support payments was $60 -- equivalent to 7 percent of
the combined cost of OJT wage subsidies and administrative costs. As dis-
cussed previously, the absence of grcater savings resulted from the failure
of the program to place most experimentals in OJT jobs as well as the

frequent use of alternative WIN services by experimentals,
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E. JTPA Costs

In theory, New Jersey's OJT Program should produce indirect savings in
JTPA expenditures because experimentals substitute OJT employment for JTPA
training. The analysis tests the hypothesis by estimating the experi-
mental-control difference in JTPA costs.

To estimate the net cost of providing education and training services
through New Jersey's JTPA system, MDRC obtained automated JTPA enrollment
records for each sample member from the point of random assignment through
May 1987.34 The cost calculations included participation in JTPA acti-
vities that occurred during the follow-up period, whether or not the person
was still registered with New Jersey WIN at the time of participation.

Over 90 percent of JTPA participants among the research sample took
part in activities funded :hrough Title II A of the program. MDRC there-
fore used published expenditure and enrollment data for Title II A for each
SDA for Program Year 1985 {July 1985 through June 1986) to derive unit
costs of participation. For each New Jersey SDA, MDRC estimated the unit
cost by dividing total expenditures during the fiscal year by total
enrtollees. is with estimated per-participant costs of WIN components, MDRC
credited gach JTPA participant with the unit cost for her SDA. (Length of
time in that activity was not a consideration.) Summing per-participant
costs for each sample member and averaging across the entire research group
produced the gross costs of JTPA. The experimental-control difference in
these gross costs represents the net cost of the program. The net cost of
JTPA services is displayed in Table 5.4.

JTPA education and training activities use staff resources more inten-

sively than do most WIN components. Average per-participant costs were
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$1,886. As discussed ir cChapter III, early-sample experimentals actually
used the JTPA system more than controls did: nearly 21 percent of experi-

mentals compared to 17 percent of controls participated in a JTPA activity

during the first year after random assignment. This difference persisted

through the remaining follow-u,, resulting in gross costs of $445 for

experimentals and $373 for controls. The net cost of JTPA services was

$73.

F. Summary of Costs

Experimentals in the early sample received, on average, $1,642 in

services and support payments fram New Jersey's OJT program, alternative

WIN services,

and the JTPA system, This cost 1s considerably higher than

was found in mandatory WIN job search and work experience programs studied

by MDRC as part of its demonstration of work/welfare initiatives, but less

than the average cost of Maine’s TOPS program.35

About $794 (48 percent)
of this amount represents the cost of proviaing services other than OJT
emg loyment. This means that unless New Jersey's welfare administrators
design and implement an OJT program that increases the OJT employment rate
and gets eligible participants into OJT employment faster (a formidable
challenge, as New Jersey placed more individuals in OJT positions than any
of the other five states in OFA's OJT demonstration), the indirect costs of
the program are likely to be nearly as high as the direct costs of provid-
ing OJT employment.

Total costs for providing WIN and JTPA services to controls in the
early sample averaged $782. This amount is high compared to gross costs of

serving controls in other work/welfare programs and indicates that controls

were highly served, Total net costs averaged $860 per experimental -~
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roughly equivalent tc the additional cost of providing OJT employment
services to individuals in the experimental group. Again, this indicates
that under present operating conditions, the OJT program will not produce

any indirect savings fram decreased use of alternative services.

V. Distribution of Results

In this section, the analysis ¢ bines these estimates of net costs
and benefits to produce a single measure of the cost-effectiveness of New

Jersey's OJT program. This measure is referred to as net present value and

is calculated by subtracting net costs fram benefits. The analysis also
considers the benefits and costs of New Jersey's OJT program from four
perspectives: *he welfare sample, the government budget, taxpayers, and
socizty (which combines the welfare sample and taxpayers). As explained
below, the distribution of benefits and costs varies according to the
perspective considered; therefore, a program can produce a net gain from
one perspective (meaning that benefits exceed costs) but a net loss fram
another.

rrom a policy standpocint, this analysis is of considerable incerest.
Estimates of net present value taken at particular points in time provide
an important tool for assessing whether a welfare program is reducing the
burden of welfare costs and improv.1g the ecoaanic standing of welfare
recipients. However, the conclusions drawn from this analysis depend upon
the magnitude, Ji'rection (negative or positive), and consistency of the
estima_es Of net present value (i.e., 1if they are negative or positive from
each perspective). For 1instance, if the net present value is very large

(in a positive or negative direction), the estimate shonld indicate whether

Ty
)
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a progran is financially worthwhile. If, on the other hand, net present
value is close to zero, it means that the program is "l.eaking even" fram a
fiscal standpoint., Interpreting the value of continuing the current mix of
program services or maintaining the current level of spending is then much
less certain. Similarly, it is easier to gauge the cost-efroctiveness of a
program when the analysis indicates that it produces net gains or net
losses from each perspective than when the program produces a net gain from
one perspective but a net loss fram another. The confidence with which one
can evaluate a program based on estimates of net present value also depends
on the amount of follow-up data on which these estimates are based and the
extent to which the estimates depend on assmptions abou: future trends in
program impacts.

In this analysis of net present value, all benefits (except the value
of OJutput fram work experience jobs) are projected to the end of the fifth
year after randam assiqnment, Benefits are presented as a range of values
with a low estimate based on an assumed straight-line decrease in impacts
to zero at the end of the five-year period and a high estimate of Z€ro
percent decay. This analysis aiso uses the same estimates of net costs
that were used in the previous section. Estimates of net present value
based on the assumption of infinite decay are also presented for the two
mcst important perspectives: the welfare sample and the government budgets.
(See Appendix Table E.1.)

The analysis of net pres:nt value is considered first from the perspec-
tive of the welfare sample -- l.e., the experimentals and controls. For
the welfare sample, the benefits generated by the New Jersey OJT program

are the additional earnings and fringe benefits received by experimentals
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from OJT jobs and unsubsidized employment. Subtracted from these gains are

losses to the group due to increased taxes owed on earned income and a
reduct.on in transfer payments and WIN support services. ‘able 5.5 and
Appendix Table E.l present the benefits and losses estimated for the five-
year time period and the estimates of net present value for the welfare
sample.

A, discussed in Section III.D, during the observation period experi-
mentals 1in the early sample received net gains in earnings and fringe
benefits that exceeded combined losses through increased taxes and losses
in AFDC and other transfer payments by $330. Even when additional losses
in WIN support payments are accounted for, experimentals are still left
with a $309 ne* gain. (See Table E.1l.) Thus, even assuming no further
gains or losses {(infinite decay) beyond the observation period, the welfare
sample comes out ahead. However, since program effects will doubtless
continue (even with scme uecay of impacts), additional gains may be anti-
cipated for the welfare sample. As displayed in Table 5.5, the analysis
estimates a net gain for the welfare sample of between $971 and $1,554,
deprending on assumptions about the future course of program effects.

The government budgetary perspective is of critical concern to policy-
makers interested in budget savings. According to this perspective,
smaller average transfer payments to experimentals and reduced costs of
administering transfer payments constitute benefits. The goverrment budget
also benefits from the net increase in taxes paid by experimentals.36 In
this analysis, the goverament budget receives additional benefits fram
experimentals' decreased use cf alternative WIN services and lower average

support payments. In contrast, net losses to the government budget result




TABLE 5.5
NEW JERSEY
FROM THE PERSPECTIVE OF THE WELFARE SAMPLE:

ESTIMATED GAINS AND LOSSES PER EXPERIMENTAL OVER FiVE YEARS
(EARLY SAMPLE)

Component of Analysis Estimate
Gains
Earnings and Fringe Benefits
0)JT Employment $779
Unsubsidized Employment 1432 to 2571
Losses
Tax Payments =367 to -59¢
AFDC Payments =652 to -801
Gther Transfer Payments -201 to =379
WIN Allowances and Support Services =21
Net Present Vaiuve® 971 to 1554

SOURCE: See Tables 5.1, 5.2 nnd 5.4.

NOTES: Positive amounts Indicate o gain; negative amounts indicate
0 lass. All benefits and costs are estimated for a five-year period
beginning at random assionment and are expressed in 1986 dollars. Because
of rounding, detaii mady not sum to totals. Results include estimates of
projected program effects beyond the observation period (see Table 5.3).

o .
The net present valve Is the sum of all gains and losses.




from the net costs of OJT subsidies and program administration and the net
increase in the use of the JTPA system by experimentals. Tables 5.6 and
E.1l present these gains and losses from the perspective of the government
budget and provide estimates .. net present value.

By the end of the observation period, the gJgovernment budget had
incurred an $860 net loss from providing services to experimentals in the
early sample -- the result of combined net costs of $920 ($847 for OJT
subsidies and administrative costs and $73 fram increased use of JTPA
services) offset by combined net savings of $60 ($39 from decreased use of
WIN services and $21 less in average WIN support payments). During the
observation period, the budget realized additional net gains of $773 from
increased taxes and savings in transfer payments and transfer administra-

tion.37

The -$86 difference between net gains and losses (i.e., the net
present value) during the observation period indicates that the government
budget comes close to ..eaking even at the end of the two-year observation
period for the early sample, while producing a $309 net gain for experi-
mentals.

Even if no additional budgetary savings were realized, this small loss
to government budgets could be considered a more cost-efficient means of
raising the income of welfare recipients than increasing welfare benefits.
However, it is expected that experimentals will continue to average higher
earnings than controls and the budget will continue to benefit from higher
taxes and net savings in transfer payments and administrative costs. Using
the straight-line decay assumption, the government budget breaks even in

about 2.5 years after randamn assignment and realizes a $601 net gain over

five years. (See Table 5.6.) Under the assumption of zero percent cecay,
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TABLE 5.6
NEW JERSEY
FROM THE GOVERNMENT BUDGET PERSPECTIVE:

ESTIMATED GAINS AND LOSSES PER EXPERIMENTAL OVER FIVE YEARS
{(EARLY SAMPLE)

Component of Analysis Estimate
Gains
Payroll Taxes $310 to $469
Income and Scles Taxes 226 to 383
AFDC Payments 652 to 80}
Other Transfer Payments 201 to 379
Transfer Program Administration 12 to 113
Other WIN Operating Costs 39
WIN Allowances and Support Services 2]
Losses
0JT wage Subsidies -348
0JT Operating Costs -500
JTPA Operating Costs -13
Net Present Volueo 601 to 1284

SOURCE: See Table 5.1, 5.2 and 5.4.
NOTES: See Tabie 5.5.

a :
The net present vglue is the sum of all gains and tosSses.




the budget breaks even in 2.2 years and gains an additional §$1,284 benefit
over five years.

Table 5.7 summarizes the net present value calculations for these two
perspectives and introduces the final two perpectives in the analysis --
those of taxpayers and of soclety. The taxpuyers' perspective differs from
that of the government budget in two respects. First, as discussed 1n
Section I1I.A, taxpayers suffer a $9 net loss from decreased value of
output fram work experience jobs. Second, the taxpayers' perspective
includes the net gains and losses of employers (OJT and other). For
instance, as shown on Table 5.7, experi-entals®' increased value of output
from OJT and unsubsidized employment represents a net gain to taxpayers
that 1s offset by the cost of wages and fringe benefits. Payroll taxes
paid by employers represent a transfer from one group of taxpayers to
another whose net effect 1s zero (although Social Security taxes paid by
experimentals are a gain to all). Similarly, OJT wage subsidies are a gain
to employers at the expense of other taxpayers; and the net effect is again
zero. As displayed in Table 5.7, combined net gains (or net present value)
over five yzars fram .Le taxpayers' perspective range from $939 to $1,643
and are of similar magnitude to estimated gains for welfare sample.

The firal perspective presented here 1s that of soclety, which
includes both the welfare recipients and taxpayers. From thils perspective,
prcgram effects that are a galn to one <f thes2 groups but an eguivalent
loss to the other group yield no net benefits; they are simply transfers
between groups. For example, the reductiorn in AFDC benefits 1is reither a

net benefit nor a net loss to soclety: It is a loss to the welfare sample

but a net gain to taxpayers. In contrast, the reduced administrative cost



TABLE 5.7

NEW J ERSEY

ESTIMATED BENEFITS AND COSTS PER EXPERIMENTAL OVER FIVE YEARS,
BY RESEARCH GRCUP AND ACCQUNTING PERSPECT IVE
(EARLY SAMPLE)

Accounting Perspectives

Tax Payments

Component of Analysis Wel fare Sample Budget Taxpay er Society
Earnings
QT Empl oyment $695 $0 $-695 $0
Unsubsidized Employment 1278 to 2293 0 -1278 to -2293 0
Fringe Benefits
0!T Empl oyment 84 0 -84 0
Unsubsidized Em_ioyment 155 to 276 0 -155 to -278 0
Ouiput Produced by Participants
Work Experience 0 0 -9 -9
QT Employment 0 0 839 839
Unsubsidized Empl oyment 0 0 1541 to 2767 1541 to 2767

Payrol !l Toxes ~141 to -214 310 to 469 141 to 214 G
Income and Sales Taxes -226 to -383 226 to 383 226 to 383 0
Transfer Programs
AFOC Payments -652 to -801 652 to 801 652 to 80t 0
Other Transter Payments -201 to -379 201 to 379 201 to 379 0
Tronster Program Administration 0 72 to 113 72 to 113 72 to 113
0JT Wage Subsidies 0 =348 0 0
QJT Operating Costs 0 -500 -500 -500
Other WIN Operating Costs 0 39 39 39
WIN Allowances and Support Services -21 21 21 0
JTPA Operating Costs 0 -73 -13 -13
Net Supervision Costs 0 0 - -
Preference tor Work Over
Wel tare + 0 + +
Forgone Peraonol and Fomily
Activities - 0 0 -
Net Present Volueb 971 to 1554 601 to 1284 939 to 1623 1910 to 3176

SOURCES: See Tables 5.1, 5.2 and 5.4.
NOTES: See Table 5.5.

0
These are intongible effects not meosured in this onaiysis.

b
The net present volue is the sum of a:l gains and |osses.
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of the AFDC program is a net benefit to society because taxpayers save
money, and the welfare sample is not directly affected. Table 5.7 displays
program effects from this perspective.

For the early sample, society receives a net benefit of between $1,910
and §$3,176 due to net gains in value of output from OJT and unsubsidized
employment and savings in transfer payment administration expenditures.
These gains exceed the net present value estimates for each of the other

three perspectives.

VI. Generalizability of the Findings

Benefit-cost estimates for the early sample may underestimate the
cost-effectiveness of New Jersey's OJT progran. As discussed in Chapter
III, the QJT program placed 2 higher percentage of later—sample experimen-
tals in OJT jobs campared to early-sample experimentals (45 to 41 percent).
Since the OJT program appears to benefit enrollees by placing same of them
in higher-paying or more stable employment than they could have found on
their own, it can be expected that five-year earnings gains for the later
sample wili be laryer. Gains for the {full r:search sample should also be
larger, but by a smaller amount. Hcwever, the short follow-up for the
later sample makes projection of future effects highly speculative.
Appendix Tables E.2 to E.4 display observed and projected benefits for the
later sample. Equivalent estimates for the full sample can be found in
Tables E.5 to E. 7.

During the Common Period (quarters tiro through four following random
assignment), later-sample experimentals average $716 in earnings gains (see

Table E.2), about $415 more than early-sample experimentals. However,

fa
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savings in transfer payments were also higher by about $300. As shown in
Table E.3, later-sample experimentals receive a net gain of $185 during the
observation period, while the budget breaks even.

Longer~term impacts for the early sample suggest that the magnitude of
savings in transfer payments will decay more rapidly than earnings gains.
But the base period estimates for transfer payments capture much of the
relatively rapid short-term decrease and project it more than 3.5 years.
Therefore, net gains for later-sample experimentals ($88l1 to $1,459) fall
slightly below those for the early sample. (See Table 5.7.) Net gains for
the budget ($1,207 to $2,332) are considerably higher than those displayed
by the early sample, however. Had the base period captured savings 1n
transfer payments at a later point in time, gains for the welfare sample
might be larger, while gains for government budgets might be smaller.

Again, absence of follow-up prevents more definite conclusions.

VII. Concluz.iuns

The New Jersey OJT prooram produced net gains from all perspectives
that are measurable even when using relatively conservative assumptions
concerning future program effects. The consistency of these estimatcs
supports the conclusion that the program 1is cost-effective and a useful
tool in an array of employment and training services for welfare recipients
in New Jersey. As 1intended, the program helped welfare recipients find
employment that paid better or offered more hours of work -- although it
did not increase employment rates. it 1s also noteworthy that state and
local DHS and ES/WIN staff succeeded in running an OJT program, using grant

diversion to fund employer subsidies.
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Although these results are positive, the findings presented here,
along with the experience of OJT progra..s in other states, underscore the
difficulty of expending COJT employment opportunities. In New Jersey as |
elsewhere, the OJT program operated on a small scale and worked with a
select group of welfare recipients interested in on-the-job training and
deemed employable by job developers. In this demonstration, randam assign-
ment reduced the number of enrollees and may have curtailed the number of
QJT placements. But the capacity of the program even to work with the
welfare recipients most 1likely to benefit from eligibility for OJT
employment stil® appears to be limited. For instance, since the end of the
experimental phase of the program, New Jersey has averaged about 240 OJT
placements per year, as compared to 200 per year recorded during the
demonst:ration.38 If the consensus among job developers interviewed for the
evaluation is correct, nore funds for job development and support staff
may increase OJT placements. However, this evaluation could not test these
assertions.

Finally, there 1is no evidence to date that demonstrates the feasi-
bility or cost-cffectiveness of making OJT employment available to the
larger welfare population. Therefore, the OJT program is probably best
seen as an effective but limited puart of the state's overall 2mployment

services for welfare recipients.

et
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APPENDIX A

HOW_GRANT DIVERSION WORKS

In New Jersey, diversion of AFDC grants and the payment of OJT wage
subsidies require coordination among county DHS and DOL staff and central
DOL administrators. Included in the process are ES/WIN job developers;
Income Maintenance staff, grant diversion administrato. s, fiscal and data
processing staff at County Welfare Agencies; and fiscal and administrative

staff at the central DOL office.

I. Notification of the Income Maintenance Unit

When an enrollee begins an OJT job, the job developer makes an entry

in the On Board Summary Report, the OJT employment logs used in this
report, and an ES/WIN clerk fills out a WIN Status Change Notice indicating
that the enrollee has begun OJT employment. (Status Change Notices are
also used to record other WIN activities and serve as the data source for
ESARS. ) ES/WIN sends a copy of the Status Change Notice to the County
Welfare Agency's Income Maintenance Unit (IMJ). Upon receipt of the Status
Change Notice, IMU staff enter a new code in the enrollee's computerizedl
records that designates her as an OJT employee. Job developers notify the
IMU when the subsidy period ends, at which time the code for OJT employment
is deleted from the welfare recipient's computerized record. Each month,
FAMIS, the DHS computerized data base, generates a list of OJT employees,
and county IMJ staff and job developers compare the names on this list with
the OJT employees recorded on the On-Board Sunmary Report. A cammon list

of OJT employees is agreed upon, and grant diversion calcuvlations are




performed for thes< individuals.

IY. Calculations by the IMU

All enrollees in New Jersey's OJT program receive their regular
welfare checks while they wait for an OJT position. Once an enrollee
begins her OJT job, New Jersey is authorized through a waiver under Section
1115 of the Social Security Act to freeze the value of her welfare grant at
the amount that she received for that month. (When the value is *frozen,"*
the welfare agency receives the same amount of money from the state and
federal treasury as previously to cover the individual's welfare check.)
New Jersey then has the right to divert funds for as many months as the
length of the OJT contract (up *o six months) -- or, if the OJT employee
quits or gets fired before the end of the contract period, for as many
months as the OJT employee worked.

IM] workers follow the same procedures for calculating an OJT
employee's welfare grant as they do for calculating grants of any welfare
recipient who is working. Each month, the OJT employece is required to send
in a Monthly Status Report that includes records of her previous month's
earnings. IMU staff then use the value of earnings when calculating the
following month's AFDC grant. Since it takes one month to collect earnings
records and another month to put the recalculated grant into effect, an OJT
employee’'s welfare check does not reflect her earnings until the third
month following the start of her QIT job. New Jersey uses prospective
budgeting to estimate future benefit levels and retrospective budgeting to
recoup welfare savings for the first two months of employment, when OJT

employees (or other welfare recipients) are working and receiving their
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regular welfare checks, That is, the IMU continues to use the value of a
previcus =onth's wages cto calculate the next month's AFDC grant for two
months after the recipient leaves a subsidized OJT job or an unsubsidized
position.

idow much AFDC income an OJT employee receives each month depends on
the amount of wajes she earns at her OJT job, the number of depondents in
her family, and the deductions to which she is entitled under the normal
rules fo. calculating welfare grants. An OJT employee (like other wage-
earners on AFDC) is encitled to a $75 per month deduction from the value of
wages to cover work-related expenses. She is also instructed to include in
her Monthly Status Report records of childcare payments for the previous
month. Up to $160 per child per month will be deducted from the value of
earnings to cover the cost of childcare. Finally, for the first fou
months of employment (OJT or unsubsidized), the recipient receives an addi-
tional deduction of $30 plus one-third of the remaining value of monthly
wages, once thes. other deductions have been subtracted. TFor the remaining
two months of a six-month OJT trial employment period, she receives a $30
deduction.,

Once deductions are nade, the value of rema2‘ning earnings is subtract-
ed fram the maxiinum welfare payment allowed to the household, anrd the wel-
fare recipient receives thz difference as a residual wel fare grant. If tae
value of her remaining earnings exceeds the value of the max.mur. allowable
paymen , or if the value of earnings prior to deductions exceeds 185
per~- f the maximum income that a person may eain and still receive
wel + =he OJT recipient receives no welfare payment, (She and her

family remain eligible for Medicaid, however. ) The remaining portion of

o 7137- 17 "
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the monthly grant -- from one dollar up to the total value of the ¢ int --

is diverted to pay for wage subsidies.

III. From Diverted Grant to Wage Svosidies

Once the mont.ly grant diversion calculations are made, each County
Welfare Agency issues a check for the total amount diverted to the central
fiscal office of New Jersey DOL. In New Jersey, these funds are deposited
in a single grant diversion account, but are designated for exclusive use
by the county of origin. (In other words, New Jersey maintains separate
wage subsidy pools for each county.) The fiscal office prepares a monthly
Grant Diversion Financial Regport and sends copies to the ES/WIN central
office and the County Welfare Agencies. Upon receipt of the Financial
Report, the ES/WIN Coordinator sets the amount of new "obligational
authority" for each county -- i.e., the amount for which job developers may
contract for new CJT positions, based on the a~count of funds paid into the
pool the previous month -- and notifies the county ES/WIN units of this
amount.

Wage subsidies are financed through invoices drawn on the county wage
pools. Each month, th. county job developer obtains records of wages paid
to OJT employees and forwards the subsidy request to the central DOL fiscal
off ice. DOL then sends a check for half the wages paid to the QJT

employee. In general, it takes two & three months fcr an employer to be

reimbursed.
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TABLE B.)

NEW JERSEY

SELECTED CHARACTERISTICS OF THE SHORT-TERM [MFACT SAMPLE, BY RESEARCH GROUP

Characteristic 1Experimenrals 1 Controls ' Tatal
County (%)
Atlontic 1.9 1.7 1.8
Buriington 8.0 8.2 3.1
Camden 12.8 12.9 12.8
Essex 12.7 13.0 12.8
Hudsan 14.6 13.2 13.9
Mercer 19.5 19.5 19.5
Middiesex 4.4 4.8 4.6
monmouth 11.1 11.4 11.2
Passaic 9.1 9.2 9.2
Sex (%)
Female 96.0 96.6 96.3
Male 4.0 3.4 3.7
WIN Stotus (%)
Mondatary 8z.8 83.5 83.2
Non-Mandatory 17.2 16.5 16.8
Age (%)
Less than 19 Years 0.2 0.3 0.2
19-24 Years 12.5 11.4 12.0
25-34 Years 53.7 48.4 51.1%=
35-44 Years 25.4 32.3 28.8%%x
45 Yeafs or More 8.1 7.6 1.9
Avergge Age (Years) 32.0 32.4 32.2
Ethnicity (3)
White, Non-Hispanic¢ ) 14 .. 16.6 15.6
Black, Non-Hispanic 12.0 68.5 70.3
Hispanic 13.0 14.4 13.7
Other 0.4 0.5 0.4
Degree Received (%)
None 40.0 42.0 40.9
GED 9.8 9 s 9.8
High School Diploma 50.2 48.2 49.2
Average Highest Grade Compieted 11.3 11.2 11.2
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TABLE 8.1 (continued)
1 {
Choracterist c Experimentais Controts Total
Moritol Status (%)
Never Married 55.1 .9.4 54.3
married, Living with Spouse 3.5 .4 .35
Married, Not Living with Spouse 22.8 23.6 23.2
Divorced or widowed 18.17 19.5 19.1
. a
Any Children (X)
Less thon 6 Years 23.4 20.5 22.0
Be tween 6 and 18 Years 86 87.8 86.
Average Number of Children
Less than 19 Years 1.9 1.9 1.9
Less than 4 Years 0.3 0.3 0.3
Be tween 6 and 18 Years 1.6 1.7 1.6
Prior AFDC Dependency (%)
Never on AFDC 1.5 0.4 0.9*=
Less thuan 4 Months 5.4 6.1 .8
4 Months to 2 Yeaors 19.3 19.9 .6
More than 2 Years 73.8 73.6 13.7
Average Number of months on AFDC during
Two Years prior to Random Assignment 18.5 18.5 18.5
Rsceived AFDC during Eeor prior to
Rendom Assignment (%) 93.9 93.2 93.5
Average Amount of AFDC Received durgng
Year prior to Random Assignment ($) ° 3460.89 3266.52 3365.16%%
Heid @ Job at Any Time prior to
Rondom Assignment (%) 82.9 80.3 81.4
Average Number of months Employed
during Two Years prior to Random
Assignmert 4.0 3.8 3.9
Reported Earnings during Year
prior to Random Assignment (%)
None 64.4 68.2 66.2
$1-$1000 18.7 14.7 16,7%#
$1001-$3000 9.5 8.2 8.9
$3001-$5000 4.1 5.1 4.6
Over $5000 3.3 3.8 3.6

O

Aruitoxt provided by Eic:
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TABLE B.1 (cantinueda)

1 | |
Characterastic Experimentais Controls Total

For Longest Jog Heid during
Past Twa Years

Averoge Haurly Wage Rate (3} 4.57 4.55 4.56
Average Weekly Haurs 35.0 34.8 34.9
Sample Size® 814 790 1604
SOURCE: falcularians fram MDRC Ciient Information Sheets and New Jersey DHS

Family Assi.*c-ce Monagenent Information System.
NOTES: Distributions may not add to 100.0 percent due to raunding.

A chi-square test or t-test was applied fo differences between
research groups. Statistsical significonce levels are indicated gs: * = 10 percent;
** = 5 percent; *** = | percent.

a . .
Distributions may not add to 100.0 percent because sample members can
have children in bath cotegories.

b . . .
Calculations are from New Jersey DHS Famiiy Assistance Management
Informatian System.

¢ . . .
Catculatiane ivclu.e volues of zero for sample members not receiving
AFDC.

d .
Averrages are for 375 experimentals and 339 cantrols.

e
For selected characteristics, somple sizes may vary up ta 17 sample
points due to missing data.

=
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TABLE B.2

NEW JERSEY

SELECTED CHARACTERISTICS OF Tht FULL SAMPLE,

BY RESEARCH GROUP

1 L
Chorocteristic Experimentals Controls Totaol
County (%)
Atlontic 7.9 1.1 1.8
Burtiington 9.1 9.2 9.2
Comden 13.0 15.0 13.0
Essex 14.0 14.1 14.1
Hudson 12.0 10.9 1.5
Mercer 18.4 18.6 18.5
Middiesex 3.6 4.0 3.8
Monmouth 1.5 11.8 1.7
Passcic 10.4 10.6 10.5
Sex (%)
Femaie 95.9 96.2 96.
Male 4 3.8 3.9
WIN Status (%)
Mandatory 81.5 82.0 81.7
Non-Mandatory 18.5 18.6 18.3
Age (%)
Less thon 19 Yeors 0.2 0.2 0.2
19-24 Yeors 12.8 12.0 12,4
25-34 Years 52.8 50.4 51.¢6
35-44 Years 26.6 30.3 28.4%*
45 Years or More 7.6 7.0 1.3
Average Age (Yeors) 32.0 32.1 32.1
Ethnicy . (%)
White, Non-Hisponic 14.9 17.5 16.2
Block, Non-Hisponic 12.3 68.2 0.3
Hispanic 12.4 13.8 13.1
Other 0.4 0.4 0.4
Degree Receifved (%)
None 39.8 40.5 «u. 1
GED 10.5 11.0 10.7
High School Dipiomo 49.7 48.5 49.1
Averaoge Highest Grode Compieted 11.3 1.2 11.3

183
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TABLE B.2

(continued)

1

Chorocteristic Experimentols Controls Totol
Moritol Stotus (%)
Never Morried 54.3 52. 53.4
Morried, _iving with Spouse 3.6 3 3.5
Morried, Not Living with Spouse 23.1 24 23.6
Divorced or Widowed 19.0 20 19.5
. o
Any Chitdren (%)
Less thon 6 Yeors 24.0 22.4 23.2
Between 6 ¢ 1d 18 Yeors 85.6 87.6 86.
Averoge Number of Chitdren
Less thon 19 Yeors 2.0 1.9 2.0
Less thon 6 Yeors 0.3 0.3 0.3
Between 6 and 18 Yeors 1.6 1.6 1.6
Prior AFDC Dependency (%)
Never on AFDC 1.8 0.7 .3
Less thon 4 Months 5.5 5.5 5.5
4 Months to 2 Yeors 18.2 20.8 19.5
More than 2 Yeors 74.4 73.0 713.7
Averoge Number of Months on AFDC during
Two Yeors prior to Rondom Assignment *18.5 18.5 18.5
Received AFDC during geor prior to
Rondom Assignment (%) 94.0 93.4 93.7
Averoge Amount of AFDC Received durgn
Yeor prior to Rondom Assignment ($) ‘ 3451.72 3263.40 3359.16%»
Held o Job ot Any Time prior to
Rondom Assignment (%) 84.0 81.7 82.9
Averoge Number of Months Empioyed
during Two Yeors prior to Rondom
Assignment 3.9 3.8 3.9
Reported Eornings during Yeor
prior to Rondom Assignment (X)
None 64.6 65.5 66.5%
$1-$1000 18.8 14.4 16.6**
$1001-$3000 9.5 8.4 8.9
$3001-$5000 3.9 4.9 4.4
Over $5000 3.3 3.9 3.6
(continued)
af 'Y )
o4

O

Aruitoxt provided by Eic:

Ri(i -144-




TABLE B.2 (continued)

| | ]
Chaoracteristic Experimentols Controls Total

For Longest Jog Held during
Past Two Years

Averoge Hourly Wage Rote ($) 4.50 4.52 4.51
Average We<kly Hours 34.4 34.8 34.6
Sampie Size® 988 955 1943

SOURCE: Caotcutotions from MDRC Ciient Informotion Sheets and New Jersey
DHS Fomily Assistonce Maonagement Informotion System.

NOTES: Distributions moy not aodd to 100.0 percent due to rouanding.
A chi-square test or t-test wos aoppiied to differences between
research groups. Stotisticol significance levels ore indicated as: * = 10

percent; ** = 5 percent; *** = | percent.

ODistributions moy not odd to 100.0 percent because saomple members
can have children in both categories.

b . . .
Colculations ore from New Jersey DHS Fomily Assistonce Monogement
Information System.

c . .
Catculotions include values of zero for sample members not
receiving AFDC.

dAvercges ore for 457 experimentals ond 415 controls.

e S e .
For selected choracteristics, somple sizes moy vory up to 17
sgmnle fpoints due to m:”5ing dcto.

O
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TABLE C.1

OJT EMPLOYMENT RATES, NUMBER OF WEEKS TO OJT START

AND AVERAGE LENGTH OF OJT EMPLOYMENT, BY COUNTY

(FULL SAMPLE)
I ] 1
I tem Atiaontic |Buriington Comden Essex Hudsan Mercer Middlesex Monmouth Passaic Total
Ever Employed 'n
an 0JT Pasition 29.5 37.8 58.6 42.8 62.2 37.9 25.0 36.8 36.9 42.8
Ever Employed in a
Secand 0JT Position 0.0 1.1 2.3 0.7 1.6 1.6 0.0 4.4 1.9 2.4
Average Number of
Weeks between Rancom
Asslignment and Stgrt
at 0JT Empiayment 1.5 8.8 3.5 3.9 4.4 9.5 2.7 9.1 5.2 6.0
Average Number of .
We ks Employed in 0 '
First 0JT Pesition 11.2 12.2 9.4 12.0 8.4 15.9 6.6 8.4 6.2 10.5
Sample Size 78 90 128 138 19 182 36 114 103 388 '
SOURCE AND NOTES: S¢ Table 3.1.
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TABLE (.2
NEW JERSEY
ON-THE-JO0B TRAINING EMPLOYMENT RATES WITHIN SELECTED SUBGROUPS
{(FULL SAMPLE)
I o
Ever Emplioyed in
Charocteristic Subgroup Size on 0JT Position
WIN Stotus
Mondotory 805 41.9%
Non-Mondatory 183 47.0
Age
Less than 19 Years 2 50.0
19-24 Yeors 126 42.1
25-34 Yeors 522 45.2
35-44 Yeors 267 40.7
45 Years or More 75§ 34.7
Ethnicity
White, Non-Hispanic 14¢ 41.8
Black, Non-Hispanic¢ 7109 41.6
Hispanic 122 51.6
Other 4 25.0
Degren Received
Nonre 390 41.5
GED 103 41.7
High Schoo! Diplomo 487 44.1
0
Any Children
Less than 6 Yeors 2346 47.0
Be fween & and 18 Yeors 841 42.6
Prior AFDC Dependency
Never on AFDC ' g 33.3
Less than 4 Months 54 37.0
4 Months to 2 veors 17° 41.3
More than 2 Yeors 731 43.9
Number of Months Received AFDC
during YeaB prior to Raondom
Assignment
0 months 59 37.3
1 to 12 months 929 43.2
(continued)
Q 1'535)
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TABLE C€.2 (continued)

I BRI
Ever Employed in

Characteristic Subgroup Size an 0JT Position
Held a Jab at Any Time
prior to Rondom Assignment

No 157 39.5

Yes 825 43.5
Reported Earnings during Year
prior to Random Assignment

None 634 45.4

$1-$10G0 184 35.3

$1001-$3000 93 47.3

$3001-$5000 38 34.12

Over $5000 32 34 .4
ALl Experimentais® 988 42.8

-SOURCE: Calcularions from MDRC Ciient Information Sheets, New Jersey DHS
Family Assistance Maonagement Information System and New Jersey WIN Grant
Diversion Project On Board Summary Reports,

NOTES: uSumple sizes for Any Children 0dd t¢ more than 988 becaouse sample
members can have children in both categories.

bCulculutions are from New Jersey DHS Famiiy Assistance Management
Information System and New Jersey WIN Grant Diversion Project On Board Summory
Reports,

c
For selected characteristics, the number of experimentals may
vary Jp to 17 sample points due to missing data.
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TABLE (.3
NEW JERSEY
PERCENT INVOLVED IN SPECIFIED ACTIVITIES

WITHIN TWELVE MONTHS OF RANDOM ASSIGNMENT, BY RESEARCH GROUP
{(FULL SAMPLE)

1
Activity Meausure Experimentals Controls
Ever Active 85.0% 73.5%%*s
Farticipated in Any WIN Componenta 82.9 70, 5%
Any Job Seorch 61.5 66.9%*
Individual Job Search 43.5 46.5
Job Develoner Contact 19.7 23.7%s
job Referral 19.2 33.0%»>
Group Job Search 18.6 22.5%¢%
WIN Referrals to Training 8.1 9.0
WIN Institutional Training 0.3 0.0
Non-WIN Institutional Treining 7.4 1.2
Non-WIN Subsidized Emplayment 0.6 1.8+
Work Experience 6.4 8.5¢
0JT Employment 42.3 D.0ss»
Participated in Any JTPA Training 18.2 17.1
vocational Training 13.3 1.9
Education (Remedial or Academic) 1.3 1.6
Employment Preporation 0.” 1.0%*
Job Search or Work Experience 5.6 3.4
JTPA-Provided 04T 0.5 2,588
Deregistered 42.6 39.8
Due to Sanctioning 5.7 6.0
Entered Employmentc 64.9 47  48%
Sample Size 988 9558

SOURCE AND NOTES: See Table 3.3.
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TABLE C.4
NEW JERSEY

PARTICIPATION PATTERNS

WITHIN TWELVE MONTHS OF RANDOM ASSIGNMENT,

BY RESEARCH GROUP
(FULL. SAMPLE)

Activity Measure Experimentals Controls
Active in:
Job Search Only 18.6% 48.5%
Training Oniy 3.2 5.5
Work Experience Only 0.5 0.0
0JT Only 15.3 0.0
Job Search and Tralning 6.8 11,0
Job Search and Work
Experience 1.6 4.9
Job Search and 0JT 17.4 0.0
Training and Work
Experience 0.1 0.4
Traolninn and 00 Y 2.9 .0
Work Experience and 0JT 0.5 0.0
lob Search. Training and
Work Experience 1.3 2.5
Jo> Search., Work Exper-
ience and 0JT 0.9 0.0
Job Search. Training
and 0JT 3.8 0.0
Training. Work Experience
and 0JT 0.4 0.0
All Forr Activities 1.0 0.0
Never Active 15.0 26.5
Tatal 99.¢ 99.9
Sampie Size 988 955

SOURCE AND NOTES: See Table 3.4.
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TABLE D.1

NEW JERSEY

ESTIMATED REGRESSION COEFFICIENTS OF
EXPERIMENTAL GROUP DUMMY

Dependent variables

Early Sample
Experimental Graup

Shart-Term Sample
Experimental Graup

Full Sample
Experimental Graup

Regressar Dummy Dummy Dummy
Canstant 0.51 1888 0.507%ss 0.5083%%>
(0.016) (0.013) (0.011)
Regian
Atlantic 0.020 0.006 0.010
(0.068) (0.054) (0.049)
Buriingtan 0 036 -0.013 0.015
{0.069) (0.055) (0.048)
Camden .034 -0.005 0.007
1v.068) (0.045) (0.042)
ESSeXx 0.014 -0.020 -0.011
(0.063) (0.046) (0.041)
Hudsan 0.047 0.037 0.035
(0.078) (0.045) (0.048)
Mercer - - -
Middiesex 0.056 -0.003 0.010
(0.118) (0.067) (0.066)
Manmauth -0.001 -0.019 -0.012
(0.063) (0.048) (0.044)
Passaic 0.060 0.009 0.005
(0.073) (0.051) (0.045)
Age
24 Years ar Less 0.057 0.020 0.019
(0.057) (0.048) (0.042)
25 ta 29 Years -- - -—
30 Years ar Mmare 0.020 -0.031 0.007
(0.040) (0.031) {0.028)
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TABLE D.1 (continuved)

Dependent Vo.iobles
Eorly Sampile Short-Term Somple Fuil Somple
Experimental Group Experimental Group Experimentoi Group
Regressor Duamy Dummy Duamy
Number of Children
One 0.002 -0.015 0.008
(0.040) (0.030) (0.028)
Two -- -- --
Three or More -0.008 0.013 -0.004
(0.044) (0.033) (0.031)
Received AFDC tor
More thon Eight
Quorters prior to
Rondom Assignment 0.006 0.006 0.001
(0.040) (0.031) (0.029)
Total AFDC Received
during Four Quarters
prior to Random
Assignment 0.000 0.000 0.000%*s*
(0.000) {0.000) {(0.000)
Earned Zero Dollors
during Four Quarters
prior to Random
Assignment -0.12480s -0.078%= -0.095%se
(0.041) (0.035) (0.032)
Eornings Greoter thon
$1000 during Four
Quorters prior to
Rondom Assignment -0.128%s -0.065 -0.048
(0.055) (0.044) (0.041)
Not WIN Mandotory -0.098%= -0.0z2 -0.013
(0.047) (0.040) (0.035)
Owns a Cor -0.006 0.053 0.022
(0.045) (0.037) (0.033)
No High School
Oegree 0.009 -0.020 -0.00¢9
(0.033) (0.026) (0.024)
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TABLE D.1

(continued)

Dependent variab'es

Early Sample Short-Term Sample Full Sample
Experimental Group Erperimental Croup Experimental Group
Regressor Dummy Dummy Dummy
Never Marrled 0.004 0.002 0.003
(0.038) (0.030) (0.027)
Black 0.050 0.048 0.051*
(0.039) (0.031) (0.028)
Male -0.082 0.035§ 0.00t
(0.082) (0.068) (0.061)
Randomly Assigned
between
October 1984 and o
December 1984 -0.00¢9 - -0.004
(0.056) (0.048)
Janvary 1985 and
March 1985 0.026 --° 0.020
(0.047) (0.038)
Aprit 1985 and
June 1985 -0.024 --9 -0.014
(0.044) (0.035)
Number of
observations 994 1604 1943
Number of
Experimental s 508 814 988
Number of Controls 486 190 958§
Degrees of Freedom
for Error 968 1581 1917
Error Mean Square 0.25097 0.25141 0.25056
R-Square 0.021¢ 0.0085 0.0109
Mean of Dependent
Variable 0.51107 0.50748 0.50849
F-Statistic 0.866 0.620 0.844
P-Valve of
F-Statistic 0.655 0.913 0.68/
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Aruitoxt provided by Eic:

TABLE D.1 (cantinued)

SOURCE: MDRC calculatians fram New Jersey AFDC and Unemplayment lnsurance
earnings records.

NOTES: The dependent variabie in each regression equalled ! far experimentals
and 0 for controls. Each independent variabie was measured in standard deviatian
units. Standard errors af coefficients are Indlcated with parentheses.

A two-tailed t-test was applied ta each coefficent estimate., Statis-
tical significance levels are incicated as: * = 10 percent: ** = 5 percent; *** = |
percent.

]
Characteristics that had no variatlion In a subsample were amitted
fram regresslans for that subsample.

b
The p-value aof the F-statistic is the probabiiity af abtaining these
caefficients, if the true chance af becaming an experimeatal did nat vary with any

characteristic. Thus, the closer the p-value is ta unity, the mare successful was
random assignment in equating characteristics af expecrimentols ond cantrals.

107
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TABLZ D.2 (continued)

Dependent Vgrlobles

Eorly Sample
Totol Eornings.

Early Sample
AFDC Income,

Shor t-Term Sample
Totol Earnings.

Shor t-Term Somple
AFDC Income,

Regressor Quarters 5§ - 7 Quarters 5 - 8 Quarters 1 - 4 Quarters 1 - 4
Age
24 Years or Less -451.91 195.58 -273.31 48.89
(443.95) (218.10) (386.87) (128.45)
25 to 29 Yeors - - -- -
30 veors or More 627.05%* ~234.45 -68.86 -#3.90
(308.96) (151.78) (250.06) (83.02)
Number of Children
One 345.59 ~579.36%%s 109.79 ~635.44 992
(309.16) (151.88) (247.80) (82.27)
Two - - -— -
Three or More 514.77 11.02 99.57 157.35%%s
(339.31) (166.69) (270.57) (89.83)
Received AFDC for
More than Eight
Quarters prior to
Random Assignment 5.40 -86.30 -432.21% 232,17 %=
(309.22) (151.91) (256.23) (85.07)
Totel AFDC Recelved
during Four Quarters
prior to Rondom
Assignment =0.20%e 0.278se -0.03 0.09%%»
(c.09) (0.05) (0.04) (2.01)
Eorned Zero Dol lors
auring Four Quarters
prior to Random
Assignment -122.97 169.97 -52.54 51.48
(317.74) (156.09) (286.18) (95.01)
Eornings Greater thon
$1000 during Four
Quorters prior to
Rondom Assignment -122.79 356.16% 269.42 ~257.11 %%
(429.00) (210.76) (360.79)

(119.79)
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TABLZ D.2 (continued)

Dependent Vgrlobles

Eorly Sample
Totol Eornings.

Early Sample
AFDC Income,

Shor t-Term Sample
Totol Earnings.

Shor t-Term Somple
AFDC Income,

Regressor Quarters 5§ - 7 Quarters 5 - 8 Quarters 1 - 4 Quarters 1 - 4
Age
24 Years or Less -451.91 195.58 -273.31 48.89
(443.95) (218.10) (386.87) (128.45)
25 to 29 Yeors - - -- -
30 veors or More 627.05%* ~234.45 -68.86 -#3.90
(308.96) (151.78) (250.06) (83.02)
Number of Children
One 345.59 ~579.36%%s 109.79 ~635.44 992
(309.16) (151.88) (247.80) (82.27)
Two - - -— -
Three or More 514.77 11.02 99.57 157.35%%s
(339.31) (166.69) (270.57) (89.83)
Received AFDC for
More than Eight
Quarters prior to
Random Assignment 5.40 -86.30 -432.21% 232,17 %=
(309.22) (151.91) (256.23) (85.07)
Totel AFDC Recelved
during Four Quarters
prior to Rondom
Assignment =0.20%e 0.278se -0.03 0.09%%»
(c.09) (0.05) (0.04) (2.01)
Eorned Zero Dol lors
auring Four Quarters
prior to Random
Assignment -122.97 169.97 -52.54 51.48
(317.74) (156.09) (286.18) (95.01)
Eornings Greater thon
$1000 during Four
Quorters prior to
Rondom Assignment -122.79 356.16% 269.42 ~257.11 %%
(429.00) (210.76) (360.79)

(119.79)
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TABLE 0.2 (continued)

Oependent Variables

Early Somple Early Sample Short-Term Sampl e Short-Term Sampie
Total Earnings, AFOC income, Total Earnings, AFOC Income,
Regressor Quarters § - 7 Quarters 5 - 8 Quarters 1 - 4 Quarters 1 - 4
Not WIN Mondatory 13244 g2 -355.49%¢ 589.65% -89.72
{362.20) (177.94) (324.95) (107.89)
owns a Car 104294 % -507.64%0s 1361.41%0¢ -149.74
(348.37) (171.15) (302.49) (100.43)
No High School
Oegree -415.04 263.53%¢ -1086.41 %% 144,169
(256.32) (125.92) (212.25) (70.47)
Never Married 337.89 323.14%¢ -710.19%ss 73.66
(291.19) (143.08) (243.08) (80.71)
Black -469.47 286.79* 392.51 99.91
(299.23) (147.01) (253.08) (84.03)
Male 1546.68%% -362.88 889.04 175.09
(634.92) (311.92) (556.06) (184.62)
Ro» domly Assigned
between
October 1984 and
December 1984 286.72 -120.65 -9 -9
(434.61) (213.51)
January 1985 and
March 1985 -224.82 -25.97 -0 -9
(364.85) (179.14)
April 1985 and
June 1985 -241.49 71.69 -9 -9
(339.14) (166.61)
Number of
Observations 994 994 1604 1604
Number of
Experimentals 508 508 8l4 8l4
Nuuder of Controls 486 486 190 190
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TABLE D.2 (continued)

Dependant Yoriobles

Regressor

Eorly Sompl e
Totol Eornings,
Quarters § - 7

Eorly Sampl e
AFDC Income,
Quarters 5 - 8

Short-Term Sompie
Total Eornings,
Quarters | - 4

Short-Term Sample
AFDC income,
Quarters | - 4

Degrees of Freedom

for Error 967 967 1580 1580
Error Meon Square 14973831.34 3613888.78 16661311.13 1836618.49
R-Square 0.0917 0.1667 0.070t 0.2542
Mgan of Dependent

variable 3398.45 2062.12 3187.67 3234.9

SOURCE:  MDRC coiculotions from New Jersey AFDC and Unempl oyment insuronce eornings
recors.
NOTES Cidinary 1e0st squares regression coefficients In this toble corresoand to lmpoct

estimates preseniad In Tables 4.6, 4.8, 4.2, and 4.3.

used to control for differences In characteristics before random asslgnment. See

ostie (1975, p. 461).

Standard errors of coefficients are Indicated with parentheses.

An analysis of covarionce procedure was

These calculatiuns Include sample members not employed and Ssaagle members not

receiving AFDC.

A two-tailed t-test wos applied to each coefficent estimate.
significance levels are Indicated as: * = 10 percent; ** = 5 pgrcant; *** = | percent.

a
Characteristics thot nod nov varlation in a subsomple were amitted
from regressions for that subsample.
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COMPARISON

TABLE D.3

NEW JERSEY

OF TOTAL EMPLOYMENT AND OJT EMPLOYMENT OF EXPERIMENTALS
(SHORT-TERM IMPACT SAMPLE)

All Eamployed
Experimentals

Experlmentals
Employed in an
0JT Positlon

Experimentals
Empl oyed in an
0JT Position as
o Percent of
All Employed

Follow-Up Period Number Percent Number Percent Experimentals
Quarters 1-4 0l 82.6 366 45.0 54.5
Quarters 2-4 620 16.2 260 3t.9 41.9
Quarter of

Random Assignment 455 55.9 275 33.8 60.4
Quarter 2 5086 62.2 229 28.1 45.2
Quarter 3 454 £5.8 98 12.0 21.46
Quarter 4 456 56.0 45 5.5 9.9
sample Size 8l4 100.0 3469 45.3

SOURCE:
Board Summarv Reports.

NOTES:

June 1986 were employed in at least one 0JT position.

The employment rates for All

regression-adjusted.

cdjusted employment rates displayed in Table 4.2.

MDRC calculaticns from New Jersey WIN Grant Diversion Project On

369 of the 8l° experlmentals randomly assigned between April 1985 and

Empioyed Experimentals are not
They. therefore, differ sllghtly from the regression-




TABLE D.4
NEW JERSEY

IMPACTS ON QUART.< OF INITIAL EMPLOYMENT AFTER RANOOM ASSIGNMENT
(SHORT-TERM IMPACT SAMPLE)

Outcame and Fallaw-Up Perlad Experimentals Cantrals Olfference p
First Emplayed during
Quarters ' - 4 82.1% T4.7% 7.4%%*¢ (0,000
First Employed during
Quorter of Random Assignment 55.4 40.1 15.3%00 0.000
Quarter 2 17.2 18,1 -0.9 0.652
Quarter 3 5.5 10.0 4.4 %8s 0.001
Quarter 4 4.0 6.5 -2.6%¢ 0.021
Sample Size 814 790

SOURCE: MORC calculatians fram New Jersey Unemplayment lInsurance ec.nings
recards.

NOTES: Experimentas and cantrol graup averages are regressian-gdjusted using
ardinory least squores. cantrolling far pre-random assignment characteristics af
sample members (see Appendix Tabie 0.2). Th re may be discrepancies in sums and
differences dve ta raunding.

A twa-tailed t-test was applied ta each difference between experi-
mental and cantral grecuos. The column labeled *p® is the statistical signiticance
level af the difference between experimental and cantral averages. Statistical
significance levels are indicated as: * = 10 percent; ** = 5 percent; *** = |
percent.

<03
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TABLE D.5

NEW JERSEY

EMPLOYMENT AND EARNINGS QUTCOMES AMONG EMPLUYED SAMPLE MEMBERS
{ SHORT-TERM IMPACT SAMPLE)

Outcame and Fallaw-Up Periad Experimentals Cantrals Difference P

Average Number af Quarters with
Emplayment, Quarters | - 4 2.79 2.57 0.21+*+ p.001

Average Total Earnings,
Quarters ' - 4 ($) 4271.08 3827.39 443,69 0.066

Average Earnings ($)

Quarter of Random Asslignment 862.73 890.20 -27.47 0.730
Quarter 2 1479.83 1438.9? 40.84 0.642
Quarter 3 1822.11 1707 .06 115.05 0.229
Quarter 4 19¢°.117 1770.08 194,.68%* 0.046

Sampie Size, Quarters 1 - 4 6712 584

Quarter | 455 312

Svarter 2 5086 382

Quarter 3 454 398

Quarter 4 456 419

SOURCE: MDRC calculations from New Jersey Unemployment Inpsuronce earnings
records.

NOTES: Sample members were excluded from calculations for periods during which
they had na earnings.

Experimental and cantrai broup averages are regresslon-odiustdﬁ using
ordinary least squares, cantralling for pre-random asslgnment characteristlcs af
scmple members (see Appendix Table D.2). There may be discrepancies in sums and
differences due ta raunding.

A twa-talled t-test was applied to sach difference between experl-
mental and cantrol graups. The cciumn 'abeled "p® is the statistical significance
level af the difference between experimental and cantrail averages. Statistical
significance ievels are indicoted as: * = 10 percent; ** = 5 percent; *** = |
percent.
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TABLE D.6
NEwW JERSEY
DISAGGREGATION OF CUMULATIVE EARNINGS IMPACT,

QUARTERS ONE THROUGH FOUR
(SHORT-TERM I1MPACT SAMPLE)

1 1
Proportioy of Impact Proportion of Impact Proportion of imnact
due to Difference due to Difference due to Difference in
in Cumulative in Number of Quarters Average Earnings per
Employment Rates with Employment Employed Quarter
53.5% 38.4% 8.1%

SOURCE: MORC calcuiations from New Jlersey Unemployment
Insurance earninys .ecords,

NOTES: The cumulative earnings impact disaggregated here was
presenred in Table 4.2. The method for this disaggregation is
explained In Auspos, Cave and Long (1988, Appendix D).

oDi‘ferences in Average Earnings per Employed Quarter
may result from higher hourly wages, more hours warked per week or
more weeks worked per quarter. MORC lacked data to disaggregate
earnings further.
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Aruitoxt provided by Eic:

TABLE 0.7
NEW JERSEY
DISAGGREGATION OF CUMULATIVE EARNINGS IMPACT,

QUARTERS FIVE THROUGH SEVEN
(EARLY SAMPLE)

| I

Proportion of Impact Propartion aof Impoact Proportion of Impoct
due to bifference due to Difference due to Oifference in
in Cumulotive in Number of Quarters Average Earnlngsapor
Employment Rotes with Employment Employed Quarter
21.1% -23.7% 102.6%
SOURCE: MDRPC calculations from New Jersey Unempioyment

Insurance earnings records,

NOTES: The cumulotive earnings impaoct disaoggregated here was
presented in Taoble 4.6. The method for this disoggregotion is
explained in Auspos, (ave and Lang (1988, Appendix 0).

°0ifferences in Average Earnings per Employed Quarter
moy result from higher hourly woges, mare hours worked per week or
mere weeks worked per Juarter. MDRC laocked dota to disaggregate

earnings further.
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TABLE E.1
NEW JERSEY

FROM THE PERSPECTIVES OF WELFARE RECIPIENTS AND GOVERNMENT BUDGETS:
ESTIMATED GAINS AND LOSSES PER EXPERIMENTAL OVER FIVE YEARS,
ASSUMING NN FURTHER BENEFITS OR COSTS AFTER THE OBSERVATION PERIOD
(EARLY SAMPLE)

Companent of Analysis and Perspective Estimate

Welfare Recipients

Galns
Earnings and Fringe Benefits
0JT Employment
Unsubsidized Employment

Losses
Income, Sales and Payrol! Taxes
AFDC Payments
Other Transfer Payments
WIN Altowances and Suppart Services

det Present Val er

Government Budgets

Gains
Payrolt Taxes
income and Saies Taxes
AFDC Payments
Other Transfer Payments
Transfer Program Administration
Other WIN Operating Casts
WiIN Allowances and Support Services

Losses
0JT wage Subslidies
0JT Operating Costs
JTPA Operating Costs

Net Present anueo

SOURCE: See Tables 5.1, 5.2, and 5.4,

NOTES: Al| benefits and casts are estimated far a flve-year time
period beginning at random ossignment and ore expressed In 1986 dallars.
Because of rounding, detail may nat sum ta tatais.

] . .
The net present value 'is the sum of all gains ond }o0sses.
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ESTIMATED BENEFI TS DURING THE OBSERVATION PERIOD,

PROJECTION PERIOD, AND OVER FIVE YEARS AFTER RANDOA ASSIGNMENT,

TABLE E.Z

NEW JERSEY

PER EXPERIMENTAL
(LATER SAMPLE)

T
Observatian Perlodo Projectian Period Five Year Tatal
Comman Additional Prolectgon Prajected|[(Observed Plus
Benefit variable Follaw-up Follaw-up Base Amount Prajected)
Earnings and Fringe
Benefits
0JT Emplayment $812 $39 $0 $0 $851
Unsubsidized
Employment -96 239 238 1654 to 3166 1797 to 3309
Payrol!l Toxes 54 21 17 122 to 232 197 ta 307
incame and Sales Tuxes 38 23 16 111 to 219 173 ta 281
AFDC Payments
Regul ar -442 -66 -51 =315 to -626 -823 to -1134
Diverted 420 20 0 0 441
Dther Transfer
Payments -105 -5D -62 -432 ta -855 -587 ta -1D1D
Transfer Pragram
Administration -24 -9 -12 -79 ta -160 -112 tg ~193
SDURCE: See Tables 5.1 and 5.2.
NOTES: Because of raunding, detail moy nct sum to totats.

a
Based an availabie fallow-up data.

b
The prajectian base periad is a quarteriy overage of the last two

quarters af available fallow-up.

Prograom effects observed during this base periad

are multipliied by a prajection factor ta estimate benefits from the end of the
abservatiaon period ta five years from the paint of random assignment.

c
The first number of each range Gssumes a straignht line decay of
Impacts to $0 by the end of the flve-year periad; the secand number assumes that the
most recent pragrom effects continue far each remaining quarter of the five-year
periad.




TABLE E.3
NEW JERSEY

FROM THE PERSPECTIVES OF WELFARE RECIPIENTS ANO GOVERNMENT BUOGETS:
ESTIMATEO GAINS ANO LOSSES PER EXPERIMENTAL OVER FIVE YEARS,
ASSUMING NO FURTHER BENEFITS OR COSTS AFTER THE OBSERVATION PERIOO
{LATER SAMPLE)

Component of Analysis and Perspective Estimate

Wel fare Recipients

Gains
Earnings and Fringe Benefits
0JT Employment $851
Unsubsidized Employment 143
Losses
Income, Sales and Payroll Taxes -124
AFOC Payments -508
Other Transfer Payments -155
WIN Allawances and Suppart Services -21
Net Present Value® 185

Gavernment Budgets

Gains
Payrall Taxes $138
Income and Sales Taxes 62
AFOC Payments 508
Other Transfer Payments 155
Transfer Progrom Adminlstration 33
Other WIN Operating Casts 43
WIN Atlowances and Support Services 21
JTPA Operating Casts . 13
Losses
0JT wage Subsidles -380
0JT Operating Costs -546
Net Present Volue® 48
SOURCE: See Tabies 5.1, 5.2, and 5.4.
NOTES: Al'l beneflts and costs are estimated for o five-year time

period beginning at random assignment and are expressed in 1986 dollars.
Because of rounding. detail may not sum to totals.

e
The net present value iS the sum of all goins and losses.
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TABLE E.4
NEW JERSEY
ESTIMATED BENEFITS AND COSTS PER EXPERIMENTAL OVER FIVE YEARS.

BY RESEARCH GROUP AND ACCOUNTING PERSPECTIVE
(LATER SAMPLE)

Accounting Perspectives
Component of Analysis Wel fare Sample Budget Taxpayer Society
Eornings
0J T Empl oyment $759 $0 $-759 $0
Unsubsidized Empl oyment 1603 to 295t 0 -1603 ta -295t1 0
Fringe Benefits
0T Employment 92 0 -92 0
Unsubsidized Empl oyment 194 to 357 0 -194 to -357 0
Output Praduced by Participants |
Work Experiunce 0 ¢ -38 -38 |
QT Employment 0 0 916 91¢
Unsubsidized Empl oyment 0 0 1934 to 3561 1934 to 3561
Tox Peyments
Payral i Taxes -164 to -255 360 to 563 164 ta 255 0
income and Sales Taxes -173 to -28t 173 ta 281 173 to 28t 0
Transfer Pragrams
AFDC Payments -823 to -1134 823 to 1134 823 ta 1134 0
Other Transfer Payments -587 to -1010 587 ta 1010 587 to 1010 0
Transfer Pragram Administratian 0 112 to 193 112 to 193 112 ta 193
0J T Wage Subsidies 0 -380 0 0
QJT Operating Costs 0 -546 -546 -546
Other WiN Operating Casts 0 43 43 43
WIN Allowances and Support Services -21 21 21 0
JTPA Operating Costs 0 13 13 13
Net Supervision Costs 0 0 - -
Preference far Wark Ovor
wel fore° + ¢ + +
Forgane Pergoml and Fomily
Activities - 0 0 -
Net Present vmueb 881 to 1459 1207 to 2332 1554 to 2684 2435 ta 4142

SOURCES: See Tables 5.1, 5.2 and 5.4.
NOTES: See Table 5.5.
]
These are intangible effects not measured in this analysis.

b
The net present value is the sum af all gains and 1osses.
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TABLE E.S
NEW JERSEY

ESTIMATED BENEFITS DURING THE OBSERVATION PERIOD,
PROJECTION PERIOD, AND OVER FIVE YEARS AFTER RANDOM ASSIGNMENT,
PER EXPERIMENTAL
(FULL SAMPLE)

1 I
0
Observotion Period Projection Period Five veor Totol

Common Additionol ProlectLon Projected|(Observed Pius
Benefit Vorlioble Follow-up Foilow-up Bose Amount Projected)

Eornings ond Fringe
Benefits
0JT Employment $814
Unsubsiduzed

Empioyment 1575 to
Poyroll Toxes 180 to
income ond Soles Toxes 196 to
AFDC Poyments

Reguliar
Diver ted

Other Tronsfer
Payments

Tran<far Progrom
Adrinjstrotion

SOURCE: See Tobles 5.1 ond 5.2.
NOTES: Becouse of rounding, detoll moy not sum to totols.

0
Bosed on ovolloble foliow-up doto.

DThe projection bose perlod is o quorterly overoge of the Iost two
quorters of ovolioble follow-up. Program effects observed during this bose perlod
ore multipiled by o projection foctor to estimote benefits from the end of the
observotion period to five yeors from the point of rondom ossignment.

c
The first number of eoch ronge ossumes o stroight |ine decay of
Impocts to $0 by the end of the five-yeor period; the secoid number osSumes thot the

most recent progrom effects continue for each remolning quorter of the five-yeor
period.




TABLE E. 6

NEW JERSEY

FROM THE PERSPECTIVES OF WELFARE RECIPIEMTS AND GOVERNMENT BUDGETS:
ESTIMATED GAINS AND LLOSSES PER EXPERIMENIAL OVER FIVE YEARS,
ASSUMING NO FURTHER BENEFITS OR COSTS AFTER THE OBSERVATION PERIOO

(FULL SAMPLE)

Companent aof Analysis and Perspective Estimate
Welfare Recipients
Gains
Earnings and Fringe Benefits
0JT Empl ayment $814
bnsubsidized Emplayment 131
Lasses
Incame, Sales and Payrall Taxes -124
AFDC Payments -478
Other Transfer Paymeénts -93
WIN Allowances and Suppart Services -21
Net Present Volueo 229
Gavernment Budgets
Gains
Payrall Taxes $132
Income and Sales Taxes 64
AFDC Payments 478
Other Transfer Payments 93
Transter Pragram Administratian 26
Other WIN Operating fasts 41
WIN Allowances and Suppart Sarvices 21
Lasses
0JT wage Subsidies -363
0JT Operating Casts -5212
JTPA Operating Cost- =31
Net Present Volueo -62
SOURCE: See Tables 5.1, 5.2, and 5.4.
NOTES: Al'l benefits and casts are estimated far g five-year tire

perioz beginning ot randam assignment and are expressed in 1986 dalilars.

Because af raunding, detail may nat sum to tatals.

a
The net present value is the sum of all gains and |asses.

-172-

213




TABLE E.7
NEN J ERSEY

ESTIMATED 8ENEFITS AND COSTS PER EXPERIMENTAL OVER FIVE YEARS,
BY RESEARCH GROUP AND ACCOUNTING PERSPECTIVE

(RILL SAMPLE)
Accounting Perspectivas

Component of Anolysis |Wel fare Sample Sudget Toxpayer Society
Earnings

0J T Empl oyment §726 $0 $-12¢6 $0

Unsubsidized Employment 1405 ta 2660 0 -1405 to -2660 0
Fringe Benefits

0T Empl oyment 88 0 -88 0

Unsubsidized Empl oyment 170 to 322 0 -170 to -322 0
Output Produced by Porticiponts

Wwork Experience 0 0 -23 =23

0JT Empl oyment 0 0 876 876

Unsubsidized Employm.nt 0 0 1695 to 3G9 1695 to 3209
Tax Poyments

Payral | Taxes -150 to -237 330 to 522 150 to 237 0

income and Sales Toxes -196 to -330 196 to 330 196 to 330 0
Transfer Programs

AFDC Payments -724 to -983 724 to 983 724 to 983 0

Other Transfer Payments =376 to -697 376 to 697 376 to 697 0

Transter Pragram Administrotion 0 88 to 155 88 ta 155 88 ta 155
0J T wage Subsidies 0 =363 0 0
0T Operating Costs 0 -~522 -522 -522
Other WIN Operating Costs 0 41 41 41
WIN Allowances and Support Services -21 21 21 0
JTPA Operating Costs 9 =31 -31 =31
Net Supervision Costs 0 0 - -
Preferenge for Work Over

Wel tfare + 0 + +
Fargone Peugoml and Family

Activities - 0 ] -
Net Present Volueb 921 ta 1527 859 to 1832 1202 to 2178 2124 to 3705

SOURCES: See Tables 5.1, 5.2 and 5.4.
NOTES: See Toble 5.5.
oThese are intongible effects nat measured in this anolysis.

b
The net present volue is the sum of all gains and Iosses.
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FOOTNOTES
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CHAPTER 1

l. Grant diversion can be used to fund different types of pro-
grams, and funding sources other than AFDC canh be used, For
example, Supported Work, a federally funded demonstration that
provided paid work experience 3jobs to AFDC recipients and
other disadvantaged groups, also used grant diversion in some
sites, 1including Newark, New Jersey. Other programs funded
wholly or 1in part through grant diversion include an OJT
program for recipients of Home Relief in Mew York State and
programs serving recipients of Aid to the Disabled (the
predecessor of Supplemental Security Income). See Hollister
et al., 1984; Shapiro, 1978; and Bangser et al., 1986.

See Bangser et al., 1986, for the history of the six-state
grant diversion project; and Auspos et al., 1988, for an
evaluation of Maine's OJT demonstration.

New Jersey estimated 1t would spend $800,000 per year in
diverted welfare grants to finance wage subsidies and another
$250,000 a year for administration and evaluation research.
The Jedzral grant covered less than half of the cost of
admiridstering the program.

Camden County, which 1s also studied in this report, has an
unemployment rate lower than the state average, although most
of the welfare pcpulation lives in the economically worse off
city of Camden.

If the program placed a low percentage of members of the pool
in OJT positions, or 1if members of the pcol had long waits

before employment in an OJT position, short-term employment
and earnings gains may not occur,

See pp. 157-93, Barnow, 1987; Ketron, Inc., 1980. By compari-
ton, in the New Jersey experimental design, all sample menbers
were sufficiently interested in the program to apply for
admission, and all were judged by 3job developers to be
appropriate candidates for C’T employment.

See Auspos et al., 1988.

Burtless, 1984.
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CHAPTER II

l. Initially, some counties sent letters to recipients announcing
t:e ava.lability of OJT. However, these recipients still had
to go through orientation/appraisal before applying for the
OJT program.

2. See Bar and Ellwori, 1983, for example.

3. Randam assignment took place within the individual county
offices. The sample members in each county therefore had a 50
percent chance of becaming either an experimental or control.

4. Calculations from WIN aggregate data based on New Jersey ESARS
(FY 1985).

5. A few pleces of demographic information were missing for 20
sample members. For the impact analysis, the modal values for
similar sample members (that 1is, enrollees with the same WIN
status within the same region) werse substituted for these
missing observations.

6. The reliance on administrative records to measure outcomes
of fers many advantages as well as same limitations. Since
research based on administrative records replaces ongoing
contact with sample members, it 1s a less expensive way to
collect follow-up data and results 1n fewer missing
observations in the later follow-up periods. Administrative
records also do not depend on the ability of individuals to
recall precise but important information, such as dates,
earnings, or the length of enrollment in program activities.
However, administrative records are limited in the types of

outcomes that they measure. Issues of quality and
campleteness will be addressed within the discussion of each
source,

7. Calendar gquarters are three-month groups beginning with
January of each year. Quarter one is January, February, and
March; quarter two is April, May, and June; qu: .ter three 1is
July, August, and S-»tember; and quarter four 1is October,
November, and December.

8. First, employment data reported by the state UI system were
compared with self-reported employment prior to randam assign-
ment from the CIS for sample members randomly assigned froam
April to June 1986. They were the only sample members who had
UI data available for the , lor year. About 10 percent of the
sample members who reported having earnings in the year rior

-176-

« 217




10.

11,

to random assignment did not have UI-reported earnings during
this same time. This figure was comparable to the percent-
ages calculated frcm the same comparison in other states in
MDRC's Demonstration of State Work/Welfare 1Initiatives.
Second, job placement data from the ESARS tracking system was
compared with UI-reported employment. Thirteen percent of
sample members who were randomly assigned in the last month of
a calendar quarter and placed within 12 months after randam
assignment did not have earnings reported to the UI system in
the second through third quarters after randam assignment.

Early data were collected from Central Operations for Data
Exchange and Services (CODES). FAMIS replaced CODES 1in
January 1987.

The aggregation of monthly AFDC payments into calendar quarter
amounts 1s unlike the measures used 1in other states, except
for Maine, in MDRC's Demonstration of State Wo ./Welfare
Initiatives. In other studies, the AFDC monthly dgrants were
sunmed into three-month totals startirg with the month of
randam assignment.

Automated payment systems are not generslly intended to record
all payments actually made to welfare recipients. There were
occasions when checks were hand-written to clients, It was
therefore necessary to determine whether the automated
research data were sufficiently complete to estimate program
impacts. Quality checking revealed a high rate of accuracy.
The county-specific case number system, however, caused same
people to be lost in the system when they moved.

The autamated data received by MDRC for 172 cases were compar-
ed with the casefiles for these cases. A total of 4,104
months of data were checked. 1In 94.1 percent of these months
of data, the payment on the MDRC analysis file matched the
casefile records.

Telephone calls to WIN staff have confirmed that these data
represent actual parcicipation in activities, not assignment.

Community college records were not available, but JTPA admin-
isters many cammunity college activities and records them in
its tracking system.



THAPTER III

l. Data from ESARS and CIS.

2. Data from WIN Grant Diversion On Board Summary Reports; WIN

Grant Diversion Monthly Report (June 1987); ES/WIN Grant
Diversion Monthly Reports (February 1987 to June 1988). The
number of OJT jobs reported in the chapter is for members of
the research sample. However, between July 1986 and June
1987, 724 individuals not in the research were employed in OJT
jobs. These 1include 28 experimentals randomly assigned
between July and September 1986, who were excluded fram the
research because of lack of follow-up, and 196 individuals who
enrolled in the program 2fter September 30, 1986, the end of
random assignment. (New Jersey does not record the number of
enrollees who did not find an OJT job.) In the 12 months
following the und of the demonstration (June 1987), 191 new
OJT jobs were created. Fifty-five welfare recipients who
enrolled in the program during its pilot phase in the spring
and sumner of 1984 also worked in OJT jobs. These too are not
included in the analysis.

Data on the average starting wage, the percentage of experi-
mentals who completed their trial employment, and the percent-
age of experimentals who were retained as unsubsidized
employees were obtained from WIN Grant Diversion Monthly
Report (June 1987) and include the 28 OJT employees randomly
assigned between July and September 1986 who are not iacluded
in the research.

The wait was probably 1longer. For about a third of the
experimental group, the first day of an (LT job fell within a
week of random assignment. In same cases it appears that job
developers called in the client's name for randam assignment
only after finding a likely OJT position for her.

The average length of stay in an OJT job uses the start and
stop dates recorded in WIN Grant Diversion On Board Summary
Reports. The measure includes OJT jobs that were terminated
by enrollees or their employers prior to the end of the OJT
contract period. The average duration of OJT contracts was
about four weeks longer, according to a New Jersey DOL memo-—
randum dated August 14, 1987.

From WIK Grant Diversion Monthly Repcrt (June 1987) and

planning documents from New Jersey DHS and DOL made available
to MDRC.
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Ibid,

Fran New Jer<ccy DOL, Welfare/WIN Grant Diversion Financial
Reports (October 1985-September 1986); Employment Security
Divisinn, Status of Obligation Authority, WIN Demonstration
Reports and WIN Grant Diversion Reports (September 1986); and
planning documents for the demonstration made available to
MLRC.

A job developer in a second of these four counties stated that
she spent about 10 percent of her time perfomming similar
duties.

The seventh job developer stated that she spent about 85
percent of her time on the project. An eighth +ob developer
simply answered °®*no" when asked 1f he worked full-time on the
project. In Maine, OJT job developers also functioned as job
placement specialixts for the JTPA system.

By contrast, in Maine's TOPS program, most enrollees carried
out their own job search,

In two counties, job developers stated that there was no
typical size for an OJT employer.

A more complex situation is captured by the difference in
placement rates for WIN volunteers and mandatories. Among the
early sample, 50.5 percent of WIN volunteers .ere placed in
OJT positions, campared to 38.6 percent of the WIN mandatory
group. Bere too, the difference in placement rates grows
smaller when the full sample 1is considered, indicating that
job developers found OJTs for a higher percentage of tbe WIN
mandatory group randamly assigned after October 1985. WIN
volunteers tended to be younger and better educated than WIN
mandatories == advantages in the labor market. However,
nearly all nonmandatoriss had children under six years old who
needed care and supervision while their mothers worked.

However, fewer than ten AFDC-Us h. ve been employed in OJT jobs
in the year and a half since they became eligible for OJT
employment, according to Sally Rall, who, until recently,
served as the New Jersey WIN Coordinator.

In Maine's TOPS demonstration, members of the control group
were also highly served, altnough participation rates for
controls were samewhat lower than in New Jersey. In Maine,
OJT employment also represented only one option among an array
of WIN services.




1.

2.

CHAPTER IV

See also the regression results in Appendix Table D.1.

Some might suggest that nonparticipants in on-the-job train-
ing (who were not placea in subsidized jobs) be excluded from
impact analyses. However, such exclusions would expose impacts
to possible selection biases, undemmining the control group's
validity 1in measuring what would have happened without :ihre
program. When nonparticipants are excluded fram the experi-
mental group, average measured and unmeasured characteristics
of experimentals may no longer be the same as average control
group characteristics. See Cave, 1938.

The information in the text applies to the April 1985 - June
1986 in-program sample of 1,604, but figures are quite similar
for other samples. Of the 207 members of the October 1984 -
September 1985 early sample who were placed in subsidized
jobs, 91.3 percent were finished with their contracts by
quarter four.

Were it plausible to assume that the impact of assignment to
on-the-job training is not negative but rather zero for those
not placed in subsidized jobs, the impact of actual placement
could be inferrzd fairly easily fram the impact of assignment.
See Appendix E, Auspos et al., 1988, and Cave, 1988.

In the technical literature, the method used to calculate each
impact and average outcome reported in this chapter is known
as one-way linear completely randamized analysis of covari-
ance. Each impact 1is the difference between two regression-
adjusted means, one for experimentals znd one for controls.
Appendix Table D.2 and its accompanying notes provide more
details.

That is, 1f the effect of the program on its target population
really were zero, a difference as large as that observed in
this sample would occur by chance less than 10 percent of the
time in repeated random samples of the same size. Thus, a
statistically significant impact leads to generalizations
beyond the particular sample drawn for the evaluation to
inferences about the effect of the program on its target
population. An 1impact is more 1likely to be statistically
significant the larger the true program effect, the smaller
the variance of the outcome, the larger the sample size, the
larger the R-square of the impact equation, the more even the
sample split between experimentals and controls, the smaller
the covariate differences between experimentals and controls,
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10.

and the larger the statistical significance level. See Cave,
1987.

It should be ncted that, as explained in Chapter II, the first
quarter 1s the calendar quarter in which random assignment
took place and thus often includes up to three months prior to
a sample member being randomly assigned. Because of this data
limitation, first quarter outcomes cannot entirely be attri-
buted to the period after randam assignment. However,
perfectly successful randam assignment would make all of the
difference in first quarter average outcomes between experi-
mentals and controls attributable to post-assignment program
effects.

Appendix Table D.3 gives estimates of the number and fraction
of the 8l4 in-program sample experimentals active in on-the-
job-training contracts cumulatively and during each quarter.
While 45.3 percent were active at some time, the largest
fractions ever active in individual quarters were 33.8 percent
and 28.1 percent during quarters one and two, respectively.
Thus, the peak quarters for employment impacts were
synchronized with the peak quarters for on-the-job-training
activity.

Appendix Table D.4 shows that a much higher proportion of
experimentals than controls first became employed in quarter
one; more controls than experimentals got their first jobs in
later quarters. Since experimentals had higher employment
rates than controls in the later quarters, they must have kept
the jobs they obtained earlier or gotten other jobs.

Appendix Table D.5 gives adjusted mean earnings among experi-
mentals and controls wio were employed in each period. As
explained in Appendix D of Auspos et al., 1988, differences in
these adjusted means are not quite the same as 1impacts
because, to the extent the program was effective, empioyed
experimentals may differ 1in pre-assignment characteristics
from employed contrels. However, a pattern of differences
growing stronger over time seems evident.

A cohort 2analysis showed that this finding apparently resulted
frau weaker impacts for those assigned during October 1984
through December 1984. Since the short-run sample excludes
this group with weaker impacts, full-sample impacts for the
first year would probably have been a bit weaker than the
results for the short-run sample.

-181-



1.

CHAPTER V

For additional information on the use of these procedures in
MDRC's evaluation of a job search and work experience program
in California, see Long and Knox, 1985. Details on the data
and methodology underlying all estimates and all projections
in this chapter are available fram the authors.

The term “"taxpayers" refers to everyone in soclety except
members of the welfare sample included in this study.
However, it is important to note that all sample members are
taxpayers in the literal sense that they pay sales and excise
taxes on their purchases; most also pay income and social
security taxes at some point.

Benefits are calculated as regression-adjusted differences,
controlling for a set of demographic characteristics that
could affect a person's chances of future employment
independently of the effects of program treatments. The
independent variables used in the benefit equations are the
same ones used in the impact equations.

Assuring that the funding for the program remains the same,
larger enrollment in an OJT program would spread costs over a
larger group, resulting in smaller per-capita costs. However,
the percentage of enrollees employed in (JT jobs may drop
because staff may not have adequate time and resources to work
with the larger group of enrollees. One result could be
increased per-capita use of alternative WIN and JTPA services
among those waiting to be placed in OJT jobs. Another result
may be lower earnings gains and welfare sav'ngs.

This was done to avoid including earnings and AFDC pa ments
that occurred prior to random assignment and because sample
members randomly assigned prior to April 1985 have no data for
the first quarter. Since the program produced a first quarter
$120 earnings gain for the short-term impact sample, these
estimates fall a 1it*'e below what experimentals actually
gained. A second difference is that the benefit-cost analysis
expresses all values in 1986 dollars. The impact analysis, on
the other hand, uses current values,

The benefit analysis imputes values for individuals who lack
earnings data. Sample members randomly assigned between
October and December 1984 lack earnings data for the second
quarter following randam assignment. Each experimental in
this group was credited with $459.43 in earnings for quarter
two and each control was credited with $438.50. These values
equal one-half of the adjusted means for quarter three for
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11,

experimentals and controls in the early sample expressed 1in
1986 values. In addition, 13 out of the 1,943 individuals in
the full research scample did not have earnings data for a
quarter in which earnings should have been available. Each
individual in this group received the value of earnings for
the previous quarter.

The value of OJT earnings 1is estimated at twice the average
wage subsidy per experimental, as the OJT program subsidized
50 percent of earnings. See Section IV.a.l for an explanation
of how the average subsidy was estimated. This calculation
overestimates the effect of OJT employment because it includes
QJIT earnings fram the first quarter after random assignment.

The fringe benefit rate was based on a national survey of
firms, reported in 1. S, Chamber of Commerce, 1987.

See Auspos et al., 1988.
See Kemper and Long, 1981; and Long and Knox, 1985.

The valnue of output fram work experience jobs 1is estimated by
determining the compensation that employers would have had to
pay for other workers to provide the same services. However,
lack of data on New Jersey work experience jobs and budgetary
constraints prevented an estimate of this value. As a
substitute, the analysis estimated the average value of output
per day (in 1986 dollars) for work experience employees in
other work/welfare demonstrations studied by MDRC that took
place in urban settings: Chicago, San Diego, Baltimore, and
New York City. (The average value was about $42, including the
value of fringe benefits and the the relative productivity of
work experience employees compared to that of regular workers
in comparable jobs.) MDRC was able to estimate the average
nunber of days in which members of the research sample worked
in work experience jobs (22.7), based on TRE records for a
subsample of 42 work experience employees. Mulitiplying
average days worked by average value of output per day yields
an estimate of the average value of output per work experience
participant of $994. Multiplied by the proportion of experi-
mentals and controls who participated in work experience at
any time during the follow-up (.073 and .082 respectively),
the experimental and control averages were $72.57 and $81.52
and the diffcrence was $8.95.

For state and federal income taxes, MDRC estimated the number
of exemptions as one plus the number of children under 19
reported on the CIS. If the sample member reported that she
was married and 1living with her spouse, she received an
additional exemption. Estimates of New .ersey state income
taxes assume that each sample member was - full-time resident
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12,

13-

14,

15

and eligible for income deductions and tax credits for rent-
ers. Social Security taxes were estimated as 7.15 percent of
earnings, the 1986 rate. UI Compensation Taxes were estimated
at 1.4 percent of earnings, based on survey data published in
U.S. Chamber of Commerce, 1987. Sales and excise taxes were
estimated as 2 percent of cambined AFDC and earnings income.
This rate accounts for New Jersey's 6 percent sales tax and
federal data which suggest that one-third of the expenditures
of urban lower-income families is spent on taxable items,

Grant diversion calculations were performed from the third
month following the start of OJT employment to the second
month following the end of the OJT.

The per-recipient cost was based on data on Medicaid expendi-
tures for AFDC-C families provided by the New Jersey DHS,
Division of Medical Assistance and Health Services, Bureau of
Health Statistics and Econamics, and published data on average
number of AFDC recipients from New Jersey DHS, 1987.

Food Stamp computations use 1986 payment regulations and data
on Food Stamp receipt published in New Jersey DHS, 1987.
According to New Jersey DHS, 92.5 percent of AFDC-C families
received Food Stamps during FY 1986. Estimated quarterly
values of Food Stamps were therefore multiplied by .925.
(This differs from previous MDRC estimates which use a factor
of .8, based on a national survey.) Food Stamp regulations
allow a standard deduction of $93 per mon*h and an additional
deduction for out-of-pocket, work-related expenses such as
childcare. To estimate the value of childcare expenses, MDRC
calculated the average mounthly childcare deduction claimed by
members of a randamly selected subsample of 60 experimentals
and controls fram Monmouth, Hudson, and Mercer Counties during
calculation of their monthly AFDC yrants. Its value was $51
per quarter. Food Stamp regulations also permit a deduction
for medical expenses. To estimate the monthly deduction, MDRC
took the monthly average of Medicaid paid out to the sample
member ($74 times the number of dependents) and subtracted $35
(as mandated by Food Stamp regulations). A sample member was
only credited with this cost if she was not eligible for
Medicaid during the month in mnestion. New Jersey allows an
additional $25 deduction «(jainst the value of AFDC benefits
for energy costs. Althouy. Foo Stamp regulations allow for
an additional deduction for Tcts. Shelter Costs, MDRC had no
data with which to estimate this cost. Therefore, this
deduction was left out of the calculations. Also left out was
the addition to income from UI benefits.

Estimates of New Jersey AFDC and Food Stamp administrative
costs were derived from *"Summary of Financial Transactions, FY
1985-1986," New Jersey DHS, 1987. Estimates of state
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16.

17.

18.

19.

expenditures for Medicaid administration were derived fram
Table 63, "Medicaid Costs for State Admininstration and Train-
ing for FY 1986," U.S. DHHS, 1987. Federal administrative
costs for each of these transfer programs were based on
Executive Office of the President, Office of Management and
Budget, 1986. To estimate the experimental-contrcl difference
in AFDC administration, MDRC calculated the cost of administer-
ing one case in New Jersey for one month: $62.32 in 1986
dollars. To estimate the monthly cost of administering
Medicaid in New Jersey, MDRC assumed that the same percentage
of Medicaid administrative expenditures was devoted to AFDC-C
families as Medicaid payments (25.6 percent). The mentaly cost
was $4.50 multiplied by the number of case members. The bene-
fit estimates for AFDC and Medicaid administration presented
in Table 5.2 are the experimental-control differences in the
number of months of eligibility for these programs multiplied
by the monthly cost of program administration. The cost of
Food Stamp administration was estimated in a similar manner as
the cost of AFDC administration, except that it was based on a
quarterly administrative cost ($88.69) rather than a monthly
cost, Added to each state transfer payment administrative
cost was a federal cost, which, due to data limitations, was
estimated as a proportion of the experimental-control differ-
ence of each transfer payment. These cost factors were: .004
for AFDC admininstration; .005 for Medicaid administration;
and .0127 for Food Stamp administration.

Because of retrospective budgeting, grants are calculated &nd
funds transferred to the wage subsidy pools for two months
after the end of the contract period. To account for this
cost, the analysis credited each OJT employee with eligibility
for AFDC for these two months. This procedure did not affect
the estimation of AFDC payments.

Projecting benefits to the end of five years permits
compar isons with other demonstrations evaluat'd by MDRC.

See Masters, 198l; and Friedlander, 1987.

A generally accepted range of discount rates is from 3 to 10
percent. (See Kemper et al., 198l.) Because the time period
over which impacts are projected is relatively short, the
benefit-cost results would not be substantially affected by
the choice of a higher of lower discount rate.

Evidence for this assertion comes fram a set of regression
equations using earnings as the dependent variable, dummy
variables for OJT employment and for the 59 percent of
expe-.iment:'< who were not employed in an OJT job, and the
usual set of covariates. OJT employees showed earnings gains
of $905 during the coammon period but the remaining
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20.

21.

22,

23.

24.

25.

26.

experimentals showed a net loss of -$168, For the entire
observation period, OJT employees showed a $2200 gain while
other experimentals broke even. It should be remembered that
QJT employees may differ in background, motivation, and other
unmeasured characteristics from other experimentals and from
the control group.

As discussed below, the value of WIN support service payments
enters into the overall estimate of net gains for experi-
mentals.,

The projection of federal income taxes uses 1988 tax rates.

Theoretically, failure to adjust for county differences in the
cost of providing WIN services or SDA differences in the cost
of delivering JTPA services could Lias the cost estimates (so
could failure to account for geographic differences in avail-
ability of services or local variations in client-caseworker
ratios or client-staff relationships). However, regression-
adjusted costs are difficult to use when planning services.
To test the sensitivity of cost estimates to regression
adjustment, MDRC rar a series of OLS regression equations,
using service costs as the dependent variables and controlling
fcr the .ame factors as in the benefit estimates. This
procedure changed the total experimental-control difference in
service costs by less than §5. Therefore, unadjusted costs
are presented here.

In calculating unit costs, both research sample memberc and
nonmembers who were participants in a given activity were
included.

FY 1986 represents a period when the OJT program was running
at a "steady state," i.e., when one-time start-up costs had
already been paid. The fiscal year for New Jersey JTPA and
New Jersey DHS expenditures runs from July to June, while the
fiscal for WIN expenditures runs from October to September.
Unit costs in current dollars were transformed to 1986 dollars
to make them equivalent,

ESARS data suggest that few sample members began activities
during the second year after randam assignment. The:refore,
cost estimates probably fall below actual costs by very
little.

The sources are: New Jersey DOL, Welfare/WIN Grant Diversion
Financial Reports (June 1984-March 1987); New Jersey WIN Grant
Diversion Project On Board Summary Reports; New Jersey WIN
Grant Diversion Project Monthly Reports; and New Jersey Grant
Diversion Project, IVA Project, Monthly Reports.
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28.

29.

30.

31.

The value of wage subsidies 1in current dollars was $444,367.
The 562 OJT placements were funded in part with federal OFA
demonstration money. The additional placements during January
to June 1987 financed with Title IV-A money are not included.

The sources are: llew Jersey DOL, Employment Security Division,
Status of Obligation Authority, WIN Demonstration Reports; WIN
Grant piversion Repcrts; Time Distribution Report by District;
N-w Jersey WIN Grant Diversion Project Monthly Reports; and
expenditure data supplied by New Jersey DHS. Stitus of
Obligation Reports display expenditures for vacation time and
fringe benefits. The Time Distribution Reports do not. In
counties where job developers were paid cut of the regular WIN
budget, expenditures for staff time devoted to the OJT program
were taken fram the Time Distribution Reports and marked up
for the value of vacation time and fringe benefits, based on
the proportion of expenditures for these items in the general
WIN staff budget for the county. Cost estimates are also
marked up for nonstaff costs. The mark-up rate is .1659 and
is derived by dividing total state-wide nonstaff costs for New
Jersey WIN by total staff costs. The general WIN mark-up rate
was used because almost all nonstaff costs for the New Jersey
OJT Program were paid out of general WIN funds. The cost of
ES/WIN central administration and of New Jersey DHS central
administration of the OJT program are included 1in the cost
estimate.

The sources are Status of Obligation, WIN Demonstration
Reports; Time Distribution Reports; New Jersey DOL, ES/'VIN
LMMR Statewide Cumulative Couints and Time Distribution Manual;
and ESARS. staff costs for individual activities are marked up
for vacation time, fringes, and nonstaf costs as described
above.

According to the New Jersey DOL, Time Distribution Manual,
expenditures for individual job search include staff time
supervising individual job search activities, job develomment
contacts (for wunsubsidized employment), and referrals to
unsubsidized employment. Therefore, sample members with any
of these activities recorded on ESARS were c-edited with the
unit cost of individual job search. However, sample members
were only credited with one instance even if participation
records for more than one of these activities were recorded on
ESARS,

The sources for estimating costs of administration and
enforcement are the same as listed in footnote 29 plus New
Jersey DHS, WIN/BEP Expenditures, FFY 1986, Schedules 1 and 2.
As described 1in Chapter III, New Jersey DHS, Bureau of
Employment Programs staff perform a variety of functions
within the WIN system. However, published expenditure data
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32.

33.

34.

35.

36.

37.

38.

were not disaggregated into specific functions, Therefore,
all expenditures were included in administration and enforce-
ment. Also included in this estimate are costs of ES/WIN and
DHS, BEP central administration.

There was no formal exit from the OJT program, other than
deregistration from WIN. It 1is therefore difficult to
demarcate when OJT administration costs end and regular WIN
administration costs begin. The estimation procedures for
each Of these costs attempt to divide them in a reasonable
way.

These deductions probably result 1in smaller experilmental-

control differences in welfare savings during the observation
period.

As discussed in Chapter III, OJT employees were eligible for
support services during the first year of the program. MDRC
did not attempt to measure receipt of support payments by OJT
employees during this time; however, discussions with program
administrators and examination of automated records of
childcare payments for that period suggest that few OJT
employees received support payments.

Sources used were New Jersey, DOL, Division of Employment and
Training, JTPA Expenditures By Title, Program Year 1985 and
Enrollments, PY 1985.

The total cost of serving experimentals in Maine's TOPS
program averaged $2,76l. See Auspos et al, 1988.

The government budget receives more than the value of payroll
taxes displayed in Table 5.3 because both employers and
employees pay social security taxes equal to 7.15 percert of

earnings, The additional amount represents UI Compensation
taxes incurred by employers.

In this accounting perspective, the government receives the
full benefit of welfare savings (i.e., the diverted grant 1is
not subtracted). The loss represented by diverted grants is
covered in the cost of employer subsidies.

According to WIN Grant Diversion Project Monthly Report (June
1987) and Grant Diversion Project, IVA Project Monthly Report.
(June 1988), between October 1986 and June 1988, the progran
placed 419 enrollees who were not part of the demonstration.

Thus the program is averaging about 20 placements per month or
240 per year.
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