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PREFACE

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

The initial version of this report, which was published as Uncmployment Insurance Occasional
Paper 95-2, contained a specification error in the analysis of impacts for profiled and nonprofiled
workers, which was presented in Chapter IV.C. This version of the report corrects this error and
prescnts new cstimates of impacts for profiled and nonprofiled workers. The impact estimates for
profiled workers are larger than those reported previously.
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EXECUTIVE SUMMARY

The purposc of the New Jerscy Unemployment Insurance Reemployment Demonstration Project
(NJUIRDP) was to cxamine whether the Unemployment Insurance (Ul) system could be used to
identify displaced workers carly in their unemployment spells and to provide them with alternative,
carly intcrvention scrvices to accelerate their return to work. Three packages of scrvices, or
trcatments, were tested in the demonstration: (1) job-scarch assistance (JSA) only; (2) JSA combined
with training or relocation assistance; and (3) JSA combined with a cash bonus for carly
rcemployment. A key component of the demonstration was that cligible claimants were identified
and services were provided through the coordinated efforts of the UL, Employment Service (ES). and
Job Training and Partnership Act (JTPA) systems. Another key clement was that claimants were
required by UT to report for services; failure to report could lead to the denial of bencfits.

The demonstration was initiated by the U.S. Department of Labor (USDOL) through a
cooperative agreement with the New Jersey Department of Labor. It began operations in July 1986,
and. by thc cnd of sample selection in June 1987, 8,675 Ul claimants were offered onc of the three
service packages. Scrvices to cligible claimants continued into fall 1987 to cnsurc that all cligibles
who wanted the full sct of demonstration scrvices were able to receive them.  Another 2,385
claimants rccciving existing scrvices provided a control group for comparative purposecs. Claimants
were assigned randomly to this control group or to onc of the three treatments.

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

This sccond follow-up study extended the analysis for approximately six years after the initial Ul
claim to identify any long-run treatment impacts, particularly for trainces. This second {ollow-up also
provided an opportunity to examine displaced workers’ long-run carnings patterns, to determine if
the mcthod used in the demonstration was successful in identifying displaced workers who
expericnced long-run employment difficultics. Alternative methods of identifying displaced workers
were also investigated.

This follow-up evaluation found additional long-run Ul impacts suggesting that cach component
of the treatments--JSA, training, and the reemployment bonus--probably contributed to the longer-
term impacts and that the trecatments, in genceral, generated jobs that were more stable than those
found by control group members. It also suggests that the NJUIRDP succeeded in targeting
claimants who in the abscnee of the demonstration, would have experienced more severe long-run
rcemplovment difficultics.




UI RECEIPT AND EMPLOYMENT AND EARNINGS

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

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

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

IMPACTS OF TRAINING

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

TARGETING OF SERVICES

The demonstration’s cligibility screens succeeded in identifying a group of Ul claimants (the
control group is used for this analysis) that expcrienced relatively greater reemployment problems in
the short tcrm--as reflected by the number of weeks of employment and Ul receipt in the first year
of followup. During the full six years of followup, the group targeted by NJUIRDP continued to
cxpericnce large reductions in carnings rclative to their base-ycar carnings. These earnings
reductions were considerably larger than those realized by noneligibles. However, the long-term Ul




receipt of NJUIRDP eligibles was significantly smaller than that of noneligibles, a finding that can
be attributed to the fact that workers in seasonal industries were among the noneligible population.

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

In simulations of this targeting process that are representative of current funding levels, we found
that the group targeted by profiling experienced somewhat greater reemployment problems than the
NJUIRDP eligibles, as reflected in both groups’ employment and UI receipt. These differences were
apparent not only in the year following their initial claims but also during the full six years of
followup On the other hand, the group that would be served under profiling experienced smatler
carnings reductions relative to pre-Ul earnings than did the NJUIRDP eligibles, a finding that is
probably due to the fact that the targeted group had fewer years of job tenure than the NJUIRDP
cligibles. When we examined differences in impacts of the New Jersey treatments among workers
targeted or not targeted by profiling, we found some evidence that treatment impacts were higher
for the targeted group, particularly UI impacts. This finding suggest that using a profiling model to
target reemployment services on workers with high probabilities of Ul benefit exhaustion directs
reemployment services to a group of workers who are likely to benefit from the services. These
estimates also imply that this approach to targeting services is a relatively efficient way to provide
services. Services are directced to a specific group of displaced workers who can benefit more from
the services than a broader group of displaced workers, thereby generating relatively large savings in
UI recceipt for the given level of expenditures on services.

BENEFIT-COST ANALYSIS

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

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




I. INTRODUCTION

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

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

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

follow-up study suggested that training did increase carnings in the longer run. Finally, the cvaluation
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found that all three treatments offered net benefits to claimants and to society, when compared with
cxisting services. The JSA-only and JSA plus reemployment bonus treatments also led to net gains
for the government.

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

This follow-up cvaluation found additional long-run impacts suggesting that each component of
the treatments--JSA, training, and the reemployment bonus--probably contributed to the longer-tecrm
impacts. The followup also suggests that the treatments, in general, gencrated jobs that were more
stable than those found by control group members. It also suggests that the NJUIRDP succceded
in targcting claimants who, in the absence of the demonstration, would have experienced more scvere
long-run reemployment difficulties.

The remainder of this chapter provides a brief synopsis of the NJUIRDP design, a summary of
the findings from the initial and first follow-up evaluations, and a discussion of the purposc and

design of the sccond follow-up study. A final section provides an outline for the remainder of the

TCport.

A. SUMMARY OF THE NJUIRDP DESIGN

The NJUIRDP addressed three objcctives: (1) to examine the extent to which Ul claimants who
might benefit from the provision of cmployment services could be identified early in their
uncmployment spells; (2) to assess the policies and adjustment strategies that were effective at
helping such workers become reemployed; and (3) to examine how such a Ul reemployment program

should be implemented. To achieve these objectives, the design called for identifying demonstration-
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eligible individuals in the week after their first UI payment and assigning them randomly to one of
three treatment groups offering alternative packages of reemployment services or to a control group
receiving cxisting services. The demonstration was implemented in 10 sites corresponding to state
Ul offices. The sites were chosen randomly, with the probability of their selection proportional to

the size of the UI population in each office, yielding a sample representative of Ul recipients in New

Jersey.

1. Definition of Eligibility
The purpose of the demonstration was to provide reemployment services to experienced workers
who, having become unemployed through no fault of their own, were likely to facc prolonged spells
of unemployment. Their job-finding difficulties might be due to unavailability of jobs, a mismatch
hetween their skills and job requirements, or lack of job-finding skills. However, because previous
rescarch efforts have not established good predictors of prolonged unemployment spells, complex
cligibility requirements could not be used to direct demonstration services. Because of this situation,
the demonstration plan incorporated a small number of sample screcns to identify experienced
workers who were likely to be displaced permanently from their jobs.
The following eligibility screcens werc chosen for the demonstration:
First Payment. The demonstration excluded claimants who did not reccive a first Ul
payment. To promote early intervention, the demonstration also excluded claimants
who did not reccive a first payment within five weeks after the initial claim. Individuals
who were working and, consequently, who received a partial first payment were also
cxcluded, because their job attachment meant that they had not necessarily been
displaced. Finally, special claims (for example, uncmployment compensation for ex-

servicemembers or federal civilian employees, interstate claims, and combined wage
claims) were also excluded.

« Age. An agc screen was applied to climinate the broad category of young workers who
have traditionally shown limited attachment to the labor market and whose employment
problems may be quite different from those of older, expericnced workers. This screen
cxcluded workers under age 25 from the demonstration.
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o Tenure. Dcmonstration-cligible claimants had to exhibit a substantial attachment to a
job, so that the job loss was likely to be associated with one or more of the
rccmployment difficulties described earlier.  Each claimant was rcquired to have
worked for his or her last employer for three years prior to applying for Ul benefits
and could not have worked full-time for any other employer during the three-ycar
period. The three-year requirement is used by DOL’s Bureau of Labor Statistics to
define displaced workers (Flaim and Sehgal 1985).

e Temporary Layoffs. Thc demonstration treatments were not intended for workers who
were temporarily laid off. Thus, it was desirable to exclude claimants on temporary
layoft. However, previous rescarch and experience show that some claimants say that
they expect to be recalied, even when their chances of actual recall are slim. To
ensure that these individuals were not excluded from the demonstration, only indivi-
duals who both cxpected to be recalled and had a specific recall date were excluded.

« Union Hiring-Hall Arrangements. Inaividuals who arc typically hired through union
hiring halls exhibit a unique attachment to a specific labor market and were thus
cxcluded trom the demonstration.

2. The Treatments

As stated carlier, the demonstration tested three trecatment packages for cnhancing
rcecmployment. Eligible claimants were assigned randomly to a control group that received cxisting
services or to one of the three treatment groups: (1) JSA only: (2) JSA plus training or rclocation:
and (3) JSA plus a reemployment bonus.

The initial components of all three treatments were the same:  notification, orientation, testing,

a job-scarch workshop, and an asscssment/counscling interview.  These services were delivered
scquentially. carly in claimants’ unemployment spells. First, a notification letter was sent to claimants
in about the fourth week after they filed initial claims. Claimants usually began to reeeive scrvices
during their filth week of unemployment. Services began when they reported to a demonstration
office (usually an ES office) and received orientation and testing during a onc-weck period. In the
following week, they attended a job-scarch workshop, consisting of five half-day scssions, and &
follow-up, onc-on-one counscling/assessment session scheduled for the subscquent week.  These
initial trcatment components were mandatory: failure to report could lead to the denial of Ul

benclits.




Q

E

PAFullToxt Provided by ERIC

-*

RIC

Bcginning with the assessment/counseling intervicw, the nature of the three trcatments differed.
In the JSA only group, claimants were told that, as long as they continucd to collect Ul they were
expected to maintain periodic contact with the demonstration office, cither dircctly with staff to
discuss their job-scarch activities or by engaging in scarch-related activitics at a resource center in the
officc. The resource center offered job-scarch materials and cquipment, such as job listings,
tclephones, and occupational and training literature.  Claimants were cncouraged to usc the center
actively and were told that, if they did not come to the office periodically, ES staff would contact
them and ask them to do so. These periodic follow-up contacts were to oceur at 2, 4, 8, 12, and 16
weeks following }hc asscssment interview.  ES staff were expected to notify Ul when a claimant did
not report for services.

Claimants in the second trcatment group--JSA plus training or rclocation--were also informed
about the resource center and their obligation to maintain contact during their job scarch. In
addition, thcy were told about the availability of classroom and on-the-job training and were
encouraged to pursuce training if interested.  Staff from the local JTPA Service Delivery Arca (SDA)
program operator worked dircectly with these claimants to develop the training options.  These
claimants were also told about the availability of relocation assistance, which could be used for out-of-
arca job scarch and moving expenses hy those who clected not to pursuc training.

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

by a rclative or in temporary, scasonal, or part-time jobs. Claimants who reeeived a bonus reccived
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60 percent of the bonus if they were employed for 4 weeks, and the remainder if they were employed
for 12 weeks.

Each of these treatments tested a different concept of the employment problems displaced
workers facc. The JSA-only treatment was based on the assumption that many displaccd workers
have marketable skills but do not have enough job-search experience to identify these skills and sell
them in the job market. In contrast, the training treatment was based on the assumption that some
workers’ skills are outmoded and must be upgraded. Finally, the reemployment bonus treatment was
based on thc assumption that JSA alonc is an insufficient incentive for claimants to obtain
cmployment rapidly, and that an additional incentive will help them recognize the realities of the job
market and accept a suitable job more quickly.

With the exception of the reemployment bonus and relocation assistance, the demonstration
scrvices were similar to thosc available under the existing ES and JTPA systems in New Jersey.
However, the likelihood that a claimant was offered and received demonstration services was
considerably greater than that under the existing system. Moreover, the timing of service rceceipt also

diffcred: demonstration services were generally provided earlicr in the unemployment spell.!

3. The Provision of Demonstration Services

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

In the NJUIRDP, the UI agency, ES, and local JTPA program operators were all involved in
dclivering services, and strengthening linkages among these agencics was an important component
of the dcmonstration. Ul staff were responsible for collecting the data used to sclect cligible

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

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

A four-person team in each demonstration office provided the initial reemployment serviccs,
together with additional services offered at the assessment/counseling interview. This team consisted
of three ES staff members and a JTPA staff member from the local SDA program operator. An ES
counselor served as team leader and had overall responsibility for ensuring that services were
provided. ES staff provided all services for the JSA-only and JSA plus reemployment bonus
trcatment group members. JTPA staff members were involved only with the JSA plus
training/rclocation trcatment group members. They were expected to be involved with claimants

during the asscssment/counseling interview and to work with individuals who were interested in

classroom or on-thc-job training, to identify appropriate opportunities and place claimants in them.

Becausc the goal was to use training opportunities available in each local JTPA SDA, this component
of the demonstration strengthened linkages between the ES and the local JTPA program operators
in the 10 dcmonstration sites.

A computer-bascd tracking system was uscd cxtensively to operate the program and to provide
some of the data used for the evaluation. Data on service delivery were entered into the system, and
local office staff reccived lists of claimants each week who were expected to receive services. A list
of claimants who did not report for scrvices was also gencrated for Ul, and monitoring rcports were
scnt to central office staff. The system helped ensure that services were delivered as specificd, and

that claimants were not "lost” from the program.

4. The Economic Environment

During the demonstration period, the New Jersey economy cxpericnced worker displacement
causcd by a long-term sccular decline in manufacturing, although substantial growth occurred in other
sectors.  Overall, the state cconomy was quite strong, and the uncmployment rate during the

demonstration period was low (5 percent). The uncmployment rate continued to be low (5 percent
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or less) during the first several years of the follow-up period. but with the ensot of the recent
recession it rose in the last two to three years of the tollow-up period to rates that ranged from about
6.6 10 8.4 pereent, on an annual basis. During this later period, uncmployment compensation benetits
were also extended. This extension is likely to have had an effect on UL benefit reecipt . As w result

it could have affected our impact estimates for this perind.

3. SUMMARY OF THE INITIAL AND FiRST FOLLOW-UP EVALUATION FINDINGS

The initial demonstration cvaluation determined that the demonstration eligibility screens
directed demonstration services to about onc-quarter of the Ul claimant population (Corson ¢t al.
1989). The most important screen was the tenure requirement. which excluded individuals who had
not worked for their pre-UT employer for at least three vears. Other important requirements
excluded individuals under age 25 and those with a definite recall date. The net result of applving
the cligibility screens was an eligible population that contained a substantial proportion of older
individuals. individuals whose prior job was in a declining industry. and individuals with othes
characteristics usually associated with the displaced worker population and with dilticulues
hecoming reemployed. Morcover, compared with a sample of individuals who were not chgible tos
the demonstration, the cligible population experienced considerably longer periods of UL collectuon
and longer unemployment spells, on average. Thus, the cligibility screens appear to have directed
demonstration services toward a population that gencerally faced reemployment ditficultics during the
vear afler their initial layoff.

The initial evaluation also tound that the demonstration achieved its objectives of providing an
increased level of reemployment services to cligible claimants and of providig these senvices carly
in the unemployment spell. Three-quarters of the claimants in the treatment groups attended the
initial oricntation, and three-quarters of this group continued through the initial sct ol job-scarch

services 1o the assessment/counseling interview. The level at which demonstration-cligible cf imants
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received these scrvices was substantially higher than the level at which individuals in the control
group received them from the existing service network.

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

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

Evidence on the impacts of the treatments on employment and carnings indicates that all three

treatments increased employment and carnings in the year following the initiat UT claim but not in

2Few individuals received relocation assistance.
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subscquent ycars. These increases were larger in the first two quarters after the claim filing date than
in the following two quarters, and larger for the JSA-only and JSA plus reemployment bonus
treatments (relative to the JSA plus training treatment). Overall, thesc increases appear primarily
attributable to the promotion of early rcemployment through JSA. This early reemployment did not
involve any sacrifice in wages. In fact, trcatment group members had slightly higher hourly wages for
post-UT jobs than did control group members.

Participation in training was expected to increase the trainees’ long-run carnings, yet
comparisons of the earnings impacts for the JSA plus training or relocation treatment with thosc for
the JSA-only treatment suggest that the training component had no additional impact. However, only
a rclatively small number of claimants participated in training, so training impacts would have to be
quitc large to be detected. Thus, we examined trainees’ earnings cxperiences directly to determine
whether earnings patterns suggested that training may have had an impact not detected in the formal
analysis. This analysis suggests that both classroom (occupational skills) and on-the-job training did
cnhance trainces’ carnings.

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

trcatment was expensive for the government sector.

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

This sccond follow-up cvaluation of the NJUIRDP extends the analysis of demonstration impacts
by approximately six years, compared with the approximately three-year period covered by the initial
and first follow-up evaluations. This long-run analysis is important for the analysis of training impacts,
which were expected to occur over a relatively long period. This second follow-up also provides an

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




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

To examine impacts on Ul receipt, we collected administrative data on all new, initial claims
(benefii ycars) established after the claim that made individuals eligible for NJ UIRDP.* New claims
through Septcmber 1993 and all payments made as of mid-October 1993 werc included. We used
these data to construct variables describing Ul activity by year, with the years defined according to
the initial claim date making the individual eligible for NJUIRDP. For example, the year of the
initial claim, or first year, for an individual with an initial claim date in July 1986 was the period from
July 1986 through June 1987, the second year was from July 1987 through June 1988, and so on. The
variables that describe Ul activity used in our analysis are (1) whether a claim was established in the
yecar, and (2) benefits and wecks of Ul coliected on this claim. Thus, the bencfits and weeks
collected on a claim established in, say, the second year, could have been received in the subsequent
year. We report estimates of Ul reccipt for six years that include the initial claim ycar, although the
measures of weeks and dollars collected are truncated for the last year and arc thus underestimatcs.*

Data on weeks worked and earnings were obtained from quarterly wage records through the
sccond quarter of 1993, to cxamine impacts on employment and carnings. Thesc records include
carnings on all Ul-covered jobs in New Jersey, but they exclude carnings obtained outsidc the statc
and carnings in uncovered employment, such as sclf-cmployment. For this reason, the wage-records
carnings arc underestimates. Treatment impacts arc also likciy to be underestimated, because they

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

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

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

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

D. OUTLINE OF THE REPORT

The remainder of this report contains four chapters. Chapter 11 presents our estimates of the
demonstration impacts on Ul receipt for the three treatment groups, for six years that include the
initial benefit year. It also presents impacts on earnings and weeks worked for the three treatment
groups during the six years after the initial claim date. Chapter III examines the experience of
individuals who reccived training. Chapter IV discusses strategies for targeting scrvices to claimants
who appear to necd and can benefit from them. Chapter V updates the benefit-cost analysis to

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

The initial cvaluation of the New Jersey Unemployment Insurancc Recmployment
Dcmonstration Project (NJUIRDP) showed that each treatment led to a statistically significant
reduction in Uncmployment Insurance (UI) receipt during the initial benefit year, as expected. This
reduction was reflected in both the amount of benefits and the number of weeks collected. The first
follow-up cvaluation also showed reductions in Ul receipt in the year after the initial benefit ycar.
Thesc impacts were statistically significant for two of the treatments: (1) the job-scarch assistance
(JSA) only; and (2) the JSA plus reemployment bonus. These evaluations also found that all three
trcatments increased employment and earnings in the year after the initial Ul claim, but no signiticant
impacts on cmployment and carnings were observed for subsequ_ent years.

This chapter cxtends the analysis of longer-term cffects of the treatments for a six-ycar period,
bascd on UI administrative rccords and quarterly wage records for the treatment and control samplcs.
It shows that thc JSA plus reemployment bonus trcatment led to further reductions in regular Ul
receipt two years after the initial benefit year. It also suggests that the JSA plus training or
rclocation trecatment led to a reduction in benefit receipt under the recent Emergency Unemployment
Compensation (EUC) program. While no statistically significant long-term cffccts on employment
and carnings were found, the modest impacts on earnings suggested by the impacts on Ul receipt
could still have occurred.

In combination with findings from carlicr studics, these findings suggest that cach trcatment
reduced the amount of UT benefits received in the initial benefit year and in subscquent ycars.
Moreover, the findings suggesi that all of the trecatment componenis--JSA, training, and the
rcemployment bonus--may have contributed to these longer-term impacts. The long term impacis on

UI receipt suggest that the treatments gencrated jobs that were more stable than thosc found by

control group members.
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A. IMPACTS ON Ul RECEIPT

The demonstration trcatments were expected to and did reduce the amount of UI collected in
the initial benefit year. Somewhat unexpectedly, the first follow-up study showed that reductions in
U receipt also occurred in the year after the initial benefit year. These reductions were statistically
significant for two treatments (JSA only and JSA plus a reemployment bonus) and similar in
magnitude, suggesting that the JSA component led to the longer-term impacts. These longer-term
impacts also suggest that the treatments led to jobs that were more stable than those found by control
group members.

To investigate thc impacts of the trcatments over a six-year period, wc obtained Ul
administrative records for the treatment and control samples that covered the period from the initial
benefit year through mid-October 1993. Sample members entered the demonstration from July 1986
io Junc 1987, so this time frame provides data for the initial claim year (the first year) and five
subscquent years (the second through sixth years). The data for the sixth year are limited because
complete bencfit histories are not available for all claimants who began collecting benefits in the sixth
ycar. However, the application of random assignment procedures in the demonstration means that
all trcatment and control groups arc affccted equally by the incomplete sixth-year data, so we have
chosen to report the data. Nevertheless, because the six-year data arc incomplete, our estimates of

the mean levels of Ul receipt and our estimates of treatment impacts arc biascd downward for that

ycar.!

To cstimate the long-term cffects of the trcatments, we examined Ul receipt for the entire

follow-up period and by ycar. The initial benefit year, or first year, was the 364 days beginning with

the initial date of the claim, the sccond ycar was defined as the next 364 days, and so on.? Impacts

'In addition, we have no information on any Ul rcceived by sample members from states other
than New Jersey. As with the sixth-ycar data, our estimatcs of Ul receipt and treatment impacts arc
probably biascd downward.

2The New Jerscy Ul benefit year is 364 days (52 weeks).
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were estimated with regressions that controlled for the quarter of enrollment in the demonstration;
gender, race/cthnicity, and age; base period earnings; industry; use of a union hiring hall; expectation
of recall; potential UI duration; weekly benefit amount; and local office.> The tables that report the
results show the impacts on treatment group members and the control group means. Treatment
group means may be estimated by adding the impact to the control mean.

Tables I1.1 and I1.2 show, for regular U, estimated impacts of the treatments on the amount of
benefits received and the number of weeks of payments. These impacts are consistent with those
reporied in the previous NJUIRDP evaluations. The only difference is that the impact estimate in
the third year for the JSA plus reemployment bonus treatment is slightly larger than the estimate

reported in the first follow-up and is now statistically significant.* This finding suggests that the

reemployment bonus component of the demonstration, as well as the JSA component, contributed
to the longer-run Ul impacts.

A further change from the first follow-up study is that the estimatced reductions in regular Ul
receipt for the full follow-up period (now six years) are statistically significant for only one treatment
(the JSA plus reemployment bonus treatment). This situation occurs because the longer follow-up
period introduces random components into the estimatcs, by adding data for three years (the fourth
through sixth) in which no impacts occurred. Nevertheless, the point estimates for the entirc follow-
up period show substantial reductions in regular Ul receipt for all treatments.

Estimates of the impacts on the yearly probability of collecting UI (Table I11.3) show that the
reduction in UI benefits was achicved primarily through a reduction in the probability of receiving
regular UL. More specifically, the JSA only and JSA plus reemployment bonus treatments led to a
statistically significant reduction in the probability of receiving regular UI in the second year. A

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

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

4Data for the third year were incomplete at the time of the first follow-up, which accounts for
the change in the estimate.
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TABLE II.1

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

JSA Plus Training JSA Plus Control
JSA Only or Relocation Reemployment Bonus Group Mean

Year of Initial Claim 87 * -81 ** -170 *** 3,228
(First Year) (46) 4an (45)

Second Year 94 *** -39 -78 ** 600
(36) (33) (36)

Third Year -13 -15 -65 * 560
(39) (35) (39)

Fourth Year 9 -22 -6 569
(43) (39 (43)

Fifth Yecar -17 -23 36 588
(47) (42) 47

Sixth Year -13 15 -52 486
(43) (39) (43)

Total -181 -165 -333 ** 6,031
(132) (119) (131)

NoOT1E:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample

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

*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE I1.2

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

JSA Plus

JSA Plus Training Control

JSA Only or Relocation Reemployment Bonus  Group Mean
Year of Initial Claim -0.47 ** -0.48 ** -0.97 **>* 179
(First Year) (0.24) (0.22) (0.24)
Second Year -0.53 *** -0.22 -0.44 ** 33
(0.19) (0.17) (0.19)
Third Year 008 -09 -31 3.0
(.19) (-18) (:19)
Fourth Year .19 -09 .05 2.8
(-20) (.18) (:20)
Fifth Ycar .08 -10 .16 2.7
(-20) (-18) (-20)
Sixth Year -.03 .06 -21 2.2
(-18) (.16) (-18)
Total -76 -.93 -1.72 *ee 319
(.64) (.58) (.64)
NOTE:

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

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

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

27 D S

J




TABLE 11.3
IMPACTS OF THE TREATMENTS ON THE PROBABILITY OF UI RECEIPT
(Standard Error in Parentheses)
JSA Plus JSA Plus
JSA Training or Reemployment Control
Probability of Receipt Only Relocation Bonus Group Mean
Second Year -021 * -011 -019 * 219
(0.11) (.010) (.011)
" Third Year -.007 -.008 -019 * 183
(.010) (-009) (.010)
Fourth Yecar 000 -.006 -.009 165
(.010) (.009) (.010)
Fifth Ycar 006 -.007 002 151
_ (.010) (-009) (:010)
Sixth Year -.006 000 -014 122
(.009) (.008) (.009)
Total Number of Claims  -.027 -.031 -059 * 840
After Initial Claim (.033) (.030) (.033)

(Year 2 to Year 6)

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

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




year for the JSA plus reemployment bonus group. When compared with the estimates for the
reduction in regular Ul benefits, the reduction in the probability of receiving regular UI accounts for
about two-thirds of the reduction in regular Ul receipt in the second year and all of the reduction
in the third year. Finally, the number of claims over the entire follow-up period also declined for
each treatment, but the impact was statistically significant only for the JSA plus reemployment bonus.

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

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

benefits program--Additional Benefits for Training (ABT)--was available beginning in October 1992
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for claimants who entered approved training. This extended benefits program is part of the state's
Workforce Development Partnership Program.

On average, demonstration claimants collected very few benefits under the two special state
programs (see Tables I1.4 and IL.5) but collected substantially more under the EUC program. For
example, control group members collected, on average, $763 under the EUC program, which is about
70 percent of the average collected under regular Ul dtiring the same time period (the fifth and sixth
ycars).

Morc important, our estimates show an impact of the JSA plus training or relocation assistance
trcatment on benefit collection under the EUC program. This impact estimate (a reduction in EUC
benefits of $125 or .53 weeks) is surprising, because no impacts on regular UI receipt were observed
for any trcatment during the period EUC was in effect (that is, during the fifth and sixth follow-up
ycars). Although this estimatc could be a statistical anomaly, it could also represent a true impact,
because the JSA plus training or relocation assistance treatment is expected to have long-run impacts.
Given this uncertainty, we view this impact estimate with éaution.

Each NJUIRDP treatment appcars to have reduced the amount of UI benefits received both
in the initial bencfit ycar and in subsequent years. Statistically significant reductions in UI benefits
occurred in the year after the initiar benefit year for the JSA only and JSA plus reemployment bonus
trcatments, in the next year for the JSA plus reemployment bonus treatment, and in the recent EUC
program for thc JSA plus training or relocation assistance treatment. Over all Ul programs (see
Table 11.5), the NJUIRDP trcatments appcar to have reduced Ul benefit receipt by about three-
quarters of a week for the JSA only trcatment, by one and a half weeks for the JSA plus training or
relocation assistance treatment, and by ncarly two weeks for the JSA plus reemployment bonus
trcatment. These findings suggest each of the treatment components--JSA, training, and the
tcemployment bonus--probably contributed to the longer-term impacts and that the treatments, in

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

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

JSA Plus JSA Plus Control
Training or Reemployment Group
Extended Benefits Program JSA Only Relocation Bonus Mean
EUB 4 -3 2 48
) (6 O]
EuC? -40 -125 ¢ -46 763
(58) (52) )
ABT® 2.7 -9 2.1 10
6:6) 6.0) (6:6)
Itegular UIP -181 -165 333 ¢ 6,031
(132) (119) (131)
All UP -222 -293 ¢ 2375 ¢ 6,852
an (155) (170)

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

treatment-control differences.
3For some sample members, we did not have complete data on these variables for the sixth year following random assignment.
Regular Ul impacts are for the first through sixth year after random assignment.
*Statistically significant at the 90 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE 115

IMPACTS OF THE TREATMENTS ON TOTAL U! WEEKS PAID

THROUGH OCTOBER 1993, BY PROGRAM
(Standard Errors in Parentheses)

JSA Plus JSA Plus Control
Training or Reemployment Group
Extended Benefits Program JSA Only Relocation Bonus Mean
EUB .00 .00 01 24
(03) (.03) (03)
EUC? -03 -53 ¢ -22 382
(.26) (.23) (.26)
ABT® .01 .00 .01 .04
(03) (.02 (03)
Regular u1® -76 -93 172 00 31.88
(64) (.58) 1.64)
Al UP -78 -1.47 ** 192 ¢ 35.66
(:80) 73) (.80)

e

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

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

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

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

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




finding differs from the first follow-up finding, which attributed longer-run impacts solely to the JSA

component of the treatments.

B. IMPACTS ON EARNINGS

The initial and first follow-up evaluations of the demonstration showed that each of the
treatments increased earnings in the year of the initial UI claim, and that these earnings increases
were concentrated in the first two quarters immediately following the initial claim. The earnings
impacts were also found to be lowest for the JSA plus training or relocation treatment during this
period. This result was expected, because participation in training reduced the time available for
cmployment. Any training impacts on earnings were expected to occur over a longer period, after
training was completed.

These results are based on employment and earnings data collected from a survey of sample
members, which permitted a detailed investigation of the timing of the impacts. In particular, this
analysis focused on quarterly earnings, with the quarters defined relative to the initial Ul claim date.
An additional analysis was also performed on the basis of quarterly wage records. Because these data
arc collected on a calendar basis, this analysis could focus only on calendar quarters that began after
the claim date. The analysis found that the JSA plus reemployment bonus trecatment had a
statistically significant impact on carnings in the first quarter following the claim, but that the impacts
of the other treatments, while positive, were not statistically significant.’

To investigate whether the trcatments led to longer-run impacts, we collected quarterly wage

records through the second quarter of 1993. These records provided six years of carnings and weeks

>The differcnce in the findings from the two data sources could arisc for a number of reasons,
including diffcrences in how the quarters were defined, misreporting in the survey, or the fact that
wage records are available for Ul-covered employment only in New Jersey. Although we have no
rcason to suspect that the trcatments had an impact on the probability of working in covered
cmployment in New Jersey, the unavailability of wage-records data on uncovered jobs and on jobs
outside of New Jersey is likely to bias the impact cstimates downward, because using wage records

data involves the implicit assumption that the treatment-control difference in uncovered employment
is zcro.
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worked data for all members of the sample, beginning with the first calendar quarter and year after
the claim date. The treatment impacts were estimated for these six years in the same manner as the
Ul impacts were estimated--with a regression that controlled for the quarter of enrollment in the
demonstration; gender, race/ethnicity,Aand age; base period earnings; industry; use of a union hiring
hall; expectation of recall; potential duration; weekly benefit amount; and local office.

Tables I1.6 to IL8, which report the results of this analysis for the probability of working,
carnings, and weeks worked, show no change from the first follow-up. As shown in the tables, the
only statistically significant impact for all measures of employment and earnings is the one reported
carlicr--that is, the JSA plus reemployment bonus treatment increased the probability of working (by
.04), carnings (by $176), and weeks worked (by .37) in the first quarter following the claim date. The
JSA plus reemployment bonus trcatment also led to a statistically significant increase in weeks worked
in the second quarter following the date of claim. While the impact estimates for the other two
treatments are not statistically significant, the point estimates of the first year impacts arc consistent
with the statistically significant impacts on UI weeks. Our estimates of earnings impacts in Year 2
and Ycar 3, while insignificant and sometimes negative, are also consistent with the statistically
significant impacts on UI weeks that we found for those years. This diftference in the ability to detect
impacts ariscs because the variadon in carnings among individuals is considcrably larger than the
variation in Ul weeks. Hence, the standard error of our carnings impact estimates arc too large to
detect the modest earnings gains we would cxpect, given the Ul impacts.

Although there are few impacts to report, it is useful to investigate the pattern of employment
and carnings over time. This investigation (using the control group) indicates that less than 50
percent of control group sample members were in covercd cmployment in New Jersey in the first

quarter after the claim (Table 11.9).* This percentage rosc substantially in the second quarter to 57

°Jt is important to rcmember that, because of missing wage records for those in uncovered jobs
or in covered jobs outside of New Jersey, the proportion employed is biased downward.
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TABLE I1.6

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

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter
1 0.01 0.015 0.040 *** 0.49
(0.014) (0.013) (0.014)
2 0.021 0.002 0.022 0.57
(0.014) (0.012) (0.014)
\1 3 0.012 0.005 0.003 0.63
(0.014) (0.012) (0.013)
4 0.005 -0.004 -0.006 0.63
(0.014) (0.012) (0.014)
Year
1 008 011 012 .76
(012) (011) (.012)
2 005 -.001 -.005 73
(.013) (.011) (.012)
3 009 -.002 -011 .69
(013) (.012) (.013)
4 019 .000 004 .64
(.013) (012) (.013)
S 020 008 007 59
(014) (012) (014)
6 009 .009 .000 .55
' (.014) (.012) (.014)
Total 070 024 008 3.96
(Year 1 to Year 6) (.063) (.0587) (.063)
NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training

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

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

**Statistically significant at the 95 percent confidence level for a two-tailed test.
*++S1atistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE I1.7

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

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter
1 28 58 176 ** 1,638
(83) (75) (83)
2 75 -23 79 2,174
(90) (81) (89)
3 101 47 46 2,507
(82) (75) (82)
4 31 28 79 2,517
(86) (77) (85)
Year
1 235 109 379 8,836
(266) (241) *(265)
2 279 -14¢2 21 11,253
(327) (296) (320)
3 143 -2 3 11,831
(363) (328) 361)
4 181 57 434 11,679
(376) (341) (375)
5 121 -67 -113 11,647
(400) (362) (349)
6 193 283 193 11,188
(412) 373) (410)
Total 1,152 232 874 66,434
(Year 1 to Year 6) (1,811) (1,640) (1,805)

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

NOTE: The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus training
or relocation sample members, 2.449 JSA plus recmployment bonus sample members, and 2,385
control group members. The cstimates are regression-adjusted treatment-control differences.




TABLE IL.8

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

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter .
1 0.18 0.12 037 °
0.14) (0.13) (0.14) 3.9
2 0.21 -0.01 0.27° 56
(0.16) (0.14) (0.16)
3 0.21 0.08 0.08 6.7
(0.16) (0.15) (0.16)
4 0.09 -0.02 0.05 6.6
(0.17) (0.15) (0.17)
Year
1 .68 17 1 228
(51) (.46) (.51)
2 45 -31 -.18 27.6
(.59) (-54) (.59)
3 25 -.12 .10 26.8
(.62) (.56) (61)
4 67 22 .60 249
{.62) (.56) (:62)
S 78 49 27 229
(.62) (57 (.62)
6 .49 40 35 213
(.62) (.56) (62)
‘Total 333 .85 1.92 146.3
(Year 1 te Year 6) (3.00) (2.71) (2.99)
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*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Qratistically significant at the 99 percent confidence level for a two-tailed 1ol

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




TABLE I1.9

MEAN EARNINGS AND EMPLOYMENT FOR THE CONTROL GROUP

(M) 2 3)

Mean Earnings
Minus Base Period

Mean Earnings for
Probability of ~ Earnings = Employed Individuals
Working (Dollars) (Dollars)
Base Period (Annual Earnings) 1.0 17,908 0
Quarter (Year 1)
1 49 1,638 -1,234
2 .57 2,174 -534
3 63 2,507 -419
4 63 2,517 -378
Year
1 .76 8,836 -6,009
2 73 11,253 -1,962
3 69 11,831 -758
4 .64 11,679 72
5 .59 11,647 1,291
6 .55 11,188 1,889
NOTE:  Mean carnings in column 2 are computed over the entire control group. Mean carnings

in column 3 are computcd in cach follow-up quarter or year for individuals who were
cmployed. '

4t
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percent and to 63 percent in the third and fourth quarters. Annually, 76 percent were employed at
some time during the initial benefit year. This percentage declined in each subsequent year and
rcached 55 percent in year six. However, this decline is probably a reflection of the fact that some
claimants moved from New Jersey or withdrew from the labor force, rather than a reflection of

increased unemployment (the probability of beginning a UI claim also declined each year--see

Table 11.3).

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

Data by year show that average earnings for employed individuals did not rcach pre-Ul levels
until the fourth year after the initial claim, when average carnings exceeded the basc period level by
$72. By the sixth ycar, average earnings for employed individuals exceeded the base period average
by $1.889. However, this 10.5 percent increase in nominal earnings did not keep pacc with inflation

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

"The variablc used for this analysis is defined as quarterly earnings minus average quarterly
carnings during the basc period, conditional on the presence of earnings in the quarter.
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the average weekly earnings of manufacturing workers in New Jersey (average weekly earnings rose
by approximately 25 percent in this period).®

Information on employer attachment, reported in Table I1.10, provides a further measure of long
run employment outcomes among control group members. These data show that, in the six ycars
following their layoff, thc majority of the claimants targeted by the NJUIRDP had either no
attachment or very little attachment to the base period employer who paid them the largest amount
of wages.” Two-thirds received no earnings from the largest base period employer and an additional
9 percent received earnings in only one quarter (comparisons of interview and wage record data

suggest that, in many cases, these reported earnings may have been severance payments).!® The

remaining claimants had 2 or more quarters with earnings, but, even among this group, very few had
carnings from the largest base period employer throughout the follow-up period. Only 7 percent had
carnings from the largest base period employer for more than four years following the initial layoff.

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

Finally, our cxamination of carnings of employed control group members shows that nominal

annual carnings remaincd below basc period levels until the fourth year after the initial UI claim and

#Thesc comparisons were made from April 1986, the midpoint of the average individual’s basc

period, to July 1992, the midpoint of the sixth year after the initial claim, for the average sample
member.

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

19Sec Appendix D in Corson et al., 1992.
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TABLE 11.10

ATTACHMENT TO THE LARGEST BASE PERIOD EMPLOYER

Number of Post Ul Quarters with Earnings from Largest

Base Period Employer Percent
0 67.0
1 9.2
2-4 59
5-8 5.6
9-12 3.7
13-16 22
17-20 2.6
21-24 39
NOTE:

The distribution shows the number of quarters in the first six years after the Ul claim in
which earnings from the largest base period employer are reported in wage records.
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that, even by the sixth year, earnings of employed individuals had not kept pace with inflation. These
findings suggest that, on average, claimants were unable to obtain reemployment in jobs with the

same carnings potential as that of their pre-UI jobs.




I1I. Ul RECEIPT AND EARNINGS FOR THOSE RECEIVING TRAINING

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

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

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

cffort to create the most appropriatc comparison group, we could not interpret the benefit and

"For cxample, if we compared the quarterly carnings of claimants in the JSA-only treatment with
the quarterly earnings of those in the JSA plus training or relocation treatment, the training impacts
would need to be at least $1,500 per quarter, per trainee, to be detected with a 70 percent chance
under a one-tail test at a 95 percent confidence level.

43

L
L V.




earnings differences between the trainees and the assessed JSA-only group as estimates of the impact
of training, because training participants were not chosen at random. Individuals who participated
in training were likely to differ systematically from those who were offered training but chose not to
participate. However, we had no equivalent group of nontrainees with which to comparc the training
participants, as a basis for estimating the impact of training.

We extended this analysis by controlling for the observed differences between the trainees and
nontrainees, using regression methods for estimating the effect of training on employment and UI
receipt. The regression specification for this analysis included as the dependent variable the change

in earnings between the base period and the postclaim quarter. Hence, we measured the effect of

training as the estimated impact on the relative change in earnings between the base period and the
postclaim period.? These results may also provide biased estimates of the effects of training, to the .
extent that unobserved factors affect both the self-selection of training participants and workers’
earnings and Ul receipt outcomes.

These analyses showed that the labor market and UI benefit experience of claimants in the JSA
plus training or relocation treatment who received training appeared to differ significantly from the
experience of claimants who were assigned to the JSA-only group and were assessed. Claimants who
received on-the-job training experienced relatively high levels of employment and carnings throughout
the period following the initial claim. These claimants also received relatively lower levels of Ul
benefits than the assessed JSA-only claimants following the initial claim. On the other hand,
claimants who received classroom training (which involved occupational training, as opposed to
remedial or general education) experienced less employment and lower earnings than the JSA-only

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

2Ashenfelter (1978) and Card and Sullivan (1988) show that a similar estimator yields a consistent
cstimate of the impact on carnings if (1) shocks in earnings are uncorrelated with their own lagged
values and with the decision to participate in training, and (2) the individual-specific component of

carnings cnters lincarly into the earnings equation. The implications of these assumptions arc
discusscd in Appendix A of Anderson et al. (1991).




trainees experienced employment and earnings that were somewhat higher than the employment and
earnings of the assessed JSA-only group. The pattern of Ul receipt among classroom trainees was
consistent with their employment and earnings experience. The classroom trainees received relatively
high benefits in the year of their initial claim, but relatively low benefits in subsequent years. The
patterns of earnings and Ul receipt did not change appreciably when we controlled for individuals’
characteristics. These findings suggest that training enhanced the employment and earnings of both

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

A. EARNINGS AND WEEKS WORKED FOR TRAINEES

The 314 claimants in the JSA plus training or relocation treatment who participated in classroom
training received significantly lower earnings, on average, than the assessed JSA-only group members
in the first three quarters following the claim date (see Table II1.1). However, these differences are
not surprising, given that many individuals did not work while they were attending classroom training.

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

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

3Relative to the JSA-only assessed group, both classroom and on-the-job trainees were more
likely to be black and age 34 or younger. In addition, relatively few trainees expected to be recalled.
Finally, classroom trainecs werc more likely to be women than were thosc in the JSA-only asscssed

group. We controlled for all of these differences in the impact regressions reported in the text below
and in Tables 111.2, II1.3, II1.5, and IIL.6.
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TABLE IIL.1

AVERAGE EARNINGS OF TRAINING RECIPIENTS, IN DOLLARS
(Standard Deviations in Parentheses)

JSA Plus Training JSA Plus Training or JSA-Only:
or Relocation: Relocation: On-the-Job Assessed
Period : Classroom Trainees Trainees Claimants
Quarter
Basc Period (Average per 4,662 4,085 4,735
Quarter) (2.382) (2,345) (2.9'9)
1 610 *** 1,926 ** 1,109
(1,624) (2,454) (2,805)
2 1,001 *** 3,375 **+ 1.682
(2,818) (2,520) (3.314)
3 1,868 ** 4,220 *** 2,230
(2,371) (3,058) (2.858)
4 2,442 4,675 *** 2,299
(2,616) (3,640) (2.983)
Year
1 5,920 *** 14,196 *** 7.320
(6,420) (10,464) (8.925)
2 11,601 * 18,895 *** 10,422
(10,257) (13,554) (11,907)
3 12,678 * 23,220 *** 11,346
(11,872) (21,550) (13.053)
4 12,444 20,073 **+ 11.363
(12,340) (13,935) (13,524)
5 12,184 19,232 *** 11,379
(13,003) (15,711) (14,770)
6 11,996 20,682 *** 11,214
(13,613) (17,710) (15,254)
Total 66,825 116,299 *** 63,043
(Ycars 1 to 6) (58.091) (79,793) (66,459)
Number of Observations 314 45 1,363

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

** Significantly different from thc JSA-only trcatment mean at the 95 pereent confidence level in
a two-tail test.

*** Significantly ditferent from the JSA-only treatment mean at the 99 percent confidence level in
a two-tail test
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However, even when we controlled for differences in individual characteristics, our impact
estimates suggested that classroom training reduced earnings in the first two quarters after the initial
claim, and then enhanced the earnings of the trainees in later periods (see Table I11.2).4

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

A relatively small number of claimants in the JSA plus training or relocation treatment (45
individuals) received on-the-job training. Claimants who received on-the-job training had significantly
higher earnings than did the assessed JSA-only claimants in ail quarters following the first quarter
after the claim date, as shown in Table 111.1. To some extent, this result is not surprising, because,
by definition, on-the-job training recipients should have been employed, at least in the early quarters.
However, the higher earnings of on-the-job trainees persisted because the trainees remained
cmployed and their earnings grew over time. By the third year of followup, on-the-job trainees werc
rcceiving over 42 percent more earnings than they received during the four quarters of the base
period. On-the-job trainees replaced their base-period earnings to a much greater extent than did
the asscssed JSA-only claimants, who received third-year earnings that were 40 percent lower than
their base-period earnings. This evidence carnot be used to argue that on-the-job training will
incrcase earnings for a randomly chosen group of Ul claimants, but it does demonstrate that the

claimants who received on-the-job training achieved a relatively high level of earnings after the

demonstration.

4As noted, the dependent variable used in the earnings impact regression was the change in
carnings between the base period and the postclaim quarter.

SFor these impact regressions, we used a dependent variable equal to the number of wecks
worked in a given period.
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TABLE II1.2
ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE QUARTERLY
EARNINGS OF TRAINING RECIPIENTS, IN DCLLARS
(F Statistics in Parentheses)
Classroom Training On-the-Job Training

Quarter

1 458 ** 1,469 ***
(4.96) (8.67)

2 635 *** 2,347 ***
(7.05) (16.33)

3 -314 2,632 ***
(2.20) (26.21)

4 195 2,995 ***
(0.76) (30.32)

Year

1 . -1,212 * 9,443 ***
(2.73) (28.11)

2 1,402 10,987 ***
(2.53) (26.33)

3 1,561 * 14,387 ***
(2.86) (41.22)

4 1,298 11,232 ***
(1.85) (23.59)

5 1,025 10,357 ***
(3.90) (17.27)

6 1,004 11,954 ***

(\95) (22.98)

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

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

** Significantly different from zcro at the 95 percent confidence level in an F test.
***Significantly different from zero at the 99 percent confidence level in an F test.
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TABLE IIL3 .

ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE WEEKS WORKED
PER QUARTER BY TRAINING RECIPIENTS, IN DOLLARS
(F Statistics in Parentheses)

Classroom Training On-the-Job Training
Quarter
1 ~ -1.00 *** 2.57 ***
(13.83) (15.62)
2 -1.90 *** : 4.98 ***
(28.49) (33.36)

3 -0.60 4.55 ***
(2.47) (23.79)

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

Year

1 -2.76 ** 16.79 ***
(5.79) (36.39)

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

3 2.95 ** 18.49 ***
(4.25) (28.30)

4 2.26 15.91 ***
(2:40) (20.30)

S 2.11 13.63 ***
(2.06) (14.55)

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

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

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

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

** Significantly different from zero at the 95 percent confidence level in an F test.
***Significantly diffcrent from zero at the 99 percent confidence level in an F test.
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The regression-based estimated impacts of on-the-job training on earnings and weeks worked
were consistent with these differences. Our findings indicated that on-the-job training had a
substantial and statistically significant impact on earnings and weeks worked throughout the six years
of followup (see Table I11.2 and I11.3). The estimated impact on earnings was equal to $9,000 to

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

B. UI RECEIPT FOR TRAINEES

The findings on training recipients’ UI receipt were generally consistent with the findings on the

earnings and employment for this group. Table II1.4 shows that classroom trainees received about
$4,500 in benefits in the year of their initial claim, compared with about $3,900 for assessed JSA-only
claimants. Similarly, weeks of UI benefits collected in the year of the initial claim differed between
the two groups: classroom trainees received about 24 weeks, on average, compared with about 21
wecks, on average, for the assessed JSA-only claimants. Thus, classroom trainees received greater
benefits during the time they participated in training programs.

After the ycar of the initial claim, classroom trainees reccived less Ul benefits, «:.. average, than
the assessed JSA-only claimants, in terms of both dollars and weeks paid. On average, thc overall
amount of Ul receipt for classroom trainees after the year of the initial claim was about 10 percent
lower than the amount received by the assesscd JSA-only group during this period (see Table I11.4).
However, the differences in Ul benefits rcccived by the two groups were statistically significant only
in the third year. During this ycar, the classroom trainees reccived slightly more than two-thirds of
the benefits received by the assessed JSA-only claimants. The differences in weeks paid for the two
groups werc statistically significant in both the third and fourth ycars when, relative to the JSA-only
group, classroom trainecs reccived .7 and .9 fewer weeks of bencfits, respectively. The regression
estimates of the classroom training impacts on Ul benefits and Ul wecks paid (Sce Tables 1115 and

Table 111.6) arc very similar in magnitude and statistical significance to thesc raw differences in Ul

receipt.
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TABLE II1.4

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

JSA Plus Training or JSA Plus Training or
Relocation: Classroom  Relocation: On-the-Job  JSA-Only: Assessed
Trainees Trainees Claimants
Year of Initial Claim 4,512 **+ 2,589 *** 3,896
(First Year) (1,284) (1,176) (1,533)
Second Year 363 229 370
(1,179) (789) (1,125)
Third Year 273 ** 425 405
(994) (1,533) (1,260)
Fourth Year 323 392 450
(1,278) (1,627) (1,379)
Fifth Year 407 612 514
(1,473) (1,508) (1,600)
Sixth Year 438 246 366
(1,579) (1,045) (1,330)
Total Benefits 7,021 5,207 * 6,715
(First to Sixth Year) (5,117) (4,979) (5,560)
‘Weeks Paid '
Year of Initial Claim 241 *** 15.5 *** 213
(First Year) (4.0) (7.0) (6.3)
Second Year 1.7 1.2 2.0
5.9 (3.9) (5.9)
Third Year 1.5 ** 2.0 22
5.9 6.7 (6.6)
Fourth Ycar 1.4 ** 16 23
5.9 (6.1) 6.7
Fifth Year 1.8 34 23
(6.4) (8.0) (6.8)
Sixth Ycar 1.9 1.3 1.7
‘ (6.5) (5.3) (5.7
Total Weeks 32.5 249 ** 319
(First to Sixth Yecar) (15.2) (19.1) (19.8)
Number of Observations 314 45 1,363
* Significantly different from the JSA-only treatment mean at the 90 percent confidence level in a two-tail
test.
** Significantly different from the JSA-only trcatment mean at the 95 percent confidence level in a two-tail
test.
*+* Significantly different from the JSA-only trcatment mean at the 99 percent confidence level in a two-tail
test.
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TABLE IILS

ESTIMATED IMPACTS OF TRAINING ON THE AVERAGE Ul RECEIPT
FOR TRAINING RECIPIENTS, IN DOLLARS
(F Statistics in Parentheses)

Classroom Training On-the-Job Training
Ycar of Initial Claim 639 *** -1,312 ***
(52.0) (37.2)
Sccond Year 2 -141
(0 )
Third Year -132 ** 12
3.0) (.0)
Fourth Year -124 -57
(2.1) (1
Fifth Ycar -104 102
(1.1) (:2)
Sixth Yecar 73 -121
7 (3)
NoTE:  The estimated impacts of training are based on regressions that include training indicators

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

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




TABLE IIL.6

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

Classroom Training On-the-Job Training
Year of Initial Claim 2.80 *** 571 ***

(57.1) (40.3)

Second Year -31 -83
7 (:9)

Third Year -72 % -24
(32) 1)

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

Fifth Yecar -49 1.16
(1.3) (1.3)

Sixth Ycar 20 -42
(3) (2)

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

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

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

53 .




Claimants in the JSA plus training or relocation treatment who received on-the-job training
received significantly less UI benefits during the year of the initial claim, but the differences in
subscquent years were not significant (see Table IIL4). The difference in weeks of Ul paid for the
two groups was equal to six weeks in the year of the initial claim. Annual differences in subsequent
ycars were all small and not statistically significant. These findings are consistent with the findings

from the regression estimates of on-the-job training impacts (see Table IIL5 and Table I11.6).

T
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IV. TARGETING STRATEGIES

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

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

Bascd in part, on the design and the initial findings from the NJUIRDP, the Uncmployment
Compensation Amendments of 1993 mandated that states identify workers likely to exhaust UI and
refer them to rcemployment services. (New Jersey is onc of five prototype states that plan to
implement this type of targeting system during fall 1994.) The U.S. Dcpartment of Labor (USDOL)
has suggested that this targeting process, known as worker "profiling," can occur in one of two ways.
One option, uscd in NJUIRDP, is for states to identify specific characteristics for use as screens.

Alternativcly, states can usc a three-step targeting process, illustrated in a paper produced by

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

'As described in Chapter I, the demonstration excluded those who (1) did not reccive a first
payment within five wecks after their initial claim or received a partial first payment because they had
carnings, (2) were younger than 25, (3) had less than three years of tenure on their pre-UI job, (4)
had a definite recall date, or (5) sought work through a union hiring hall.
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workers who are not permanently separated--those who have a definite recall date or who seek work -
through an approved union hiring hall. In the second step, states can use a number of different
characteristics to estimate an individual’s probability of exhausting UI (this procedure is described in
more depth later). In the third step, states refer to reemployment services as many workers as they
can, given resource constraints. Workers with higher predicted probabilities of exhausting Ul arc
referred before workers with lower probabilities of exhausting Ul. As a result, workers with the
highest predicted probabilities of exhausting Ul are referred to reemployment services.

In this chapter, we assess the differences between two alternative ways of targeting services to
Ul claimants: (1) the targeting method used by NJUIRDP; and (2) the new three-step profiling
method developed by USDOL. First, we compare the extent to which each of these methods
succeeds in targeting workers with employment problems that are more serious than the average for
Ul claimants. Second, we assess whether the average impacts on employment and UI receipt would
have been larger had the demonstration targeted workers in the same manner as the three-step
profiling system. In particular, we address the question of whether workers with the largest predicted
probabilities of Ul exhaustion experienced the largest impacts from NJUIRDP.

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

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

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

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

A. PROFILING SIMULATION

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

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

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

1. Samples Used to Estimate the Model

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

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

2These additional variables were collected through a survey conducted by Mathematica Policy
Research, Inc., in 1988 for the demonstration evaluation. As described in the next subsection, the
survey sample included additional information on claimants’ job tenure and occupation.
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by the first of the three profiling steps proposed by USDOL and workers for whom we did not have
sufficient data to make this determination. Both samples included NJUIRDP eligibles and a portion
of the NJUIRDP noneligibles.

To represent NJUIRDP eligibles in both samples, we used the demcnstration control group
members. These individuals did not receive any NJUIRDP treatments, so their rate of UI exhaustion
was not affected by the demonstration. Since all NJUIRDP eligibles--including all control group
members--werc permanently scparated workers, none cf these workers was screened out in the first
of the three profiling steps. Within the full population of UI recipients, NJUIRDP eligibles
represented 26.6 percent of all claimants (see Figure I'V.1).

Therc were two groups of NJUIRDP noneligibles, representing two sets of screens applicd
sequentially by the demonstration. The first group of workers screened out of the demonstration
were the "mainframe noneligibles,” workers excluded from NJUIRDP on the basis of data stored on
the state’s central mainframe computer. The second group of noneligibles, the "Participant Tracking
System (PTS) noncligibles", werc screened out of NJUIRDP on the basis of data collected in local
Ul offices and transmitted to the stand-alone computer used to operate the demonstration’s tracking
system.

To apply the first step in the profiling process, we excluded from the sample all mainframe
noncligibles and a portion of PTS noncligibles.* The mainframe noncligibles were screened out of

thc NJUIRDP eligible population for one or more of the following reasons:

+ They reccived partial payments because they had positive earnings.

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

o They were younger than age 25.

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

We also excluded from the sample PTS noneligibles who we knew were not permanently
separated.” The remaining NJUIRDP noneligibles--the permanently separated PTS noneligibles--
were included in the estimation of the model. All these workers were screened out of the
demonstration because they had not worked with their pre-Ul employer for three or more years.
Within the full population of Ul recipients, these nontenured but permanently separated workers
represented approximately 30 percent of all claimants (see Figure IV.1).

The actual proportions of records sample members in the various eligible and noneligible groups
differ from the proportions shown for the UI population in Figure IV.1 because the noneligible
sample selected for the study was approximately the same size as the control group (the eligibles)
rather than three times as large as in the UI population. Similarly the subset of noneligibles included
in the survey was an even smaller proportion of the survey sample.® This underrepresentation of

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

“In the New Jersey demonstration workers screened out solely on the basis of their age
constituted about 10 percent of ail UI claimants.

SWithin, the fuli popuiation of Ul recipients, these workers represented approximately 16 percent
of all claimants (see Figure IV.1).

See Appendix A for a full description of these samples.




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

come only from the noneligible group.’

2. Specification of Our Model

We estimated a profiling model that is similar to the one developed by USDOL for its simulation
of the second step in the proposed three-step profiling system (USDOL 1994). We estimated a logit
probability model to explain UI exhaustion.® We used the same five variables used by USDOL to
predict Ul exhaustion: (1) education; (2) tenure on the pre-UI job; (3) employment growth in the
workers’ occupation; (4) employment growth in the workers’ industry; and (5) the local

unemployment rate. Most of the variables were defined in the same way as those used by USDOL.

In particular, we defined the variables as follows:

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

the difference in exhaustion probabilities as compared to the omitted category--high
school diploma.

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

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

"We use weights to account for this underpresentation of noneligibles whenever we derive mean
outcomes for groups that include both eligibles and noneligibles. However, we do not use any

weights for estimating the UI exhaustion model since weights would not adjust for potential bias in
the estimatcs.

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

Because of data limitations, the USDOL model used occupational data aggregated to the
national level.
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grouped into six categories: (1) managerial and professional; (2) technicians, sales, and
administration; (3) services; (4) precision production, craft, and repair; (5) operators,
fabricators, and laborers; and (6) farming, forestry, and fishing. Information on claimants’
occupation was available only for the survey sample; hence, only the survey sample model
included the occupational growth variable.

o Employment Growth in the Worker’s Pre-UI Industry. Industries were aggregated into nine
different groupings: (1) mining and construction; (2) durable manufacturing;
(3) nondurable manufacturing; (4) transportation and utilities; (5) wholesale; (6) retail;
(7) finance, insurance, and real esta‘s; (8) services; and (9) government. We used
industry growth rates pertaining to substate labor market areas for which detailed
industry employment data are available. The 10 demonstration sites fell into 6 of the
state’s 11 labor market areas for which data are available.

o Unemployment Rate. We used local 1986 unemployment rates for the same six substate
labor market areas.

3. Estimates of Model and Exhaustion Probabilities

a. Basic Survey and Full Record Sample Models

All but one of the coefficients estimated for the full records sample had the expectcd signs (sce
Tablc IV.1). Like thc estimates derived by USDOL, Ul exhaustion was positively related to both
tenure and the unemployment ratc and negatively related to industry employment growth and higher
levels of education. The onc unanticipated result was the negative sign on thc "no high school
diploma" coefficient, suggesting that high school dropouts are less likely to exhaust UI than are high
school graduates. Howcver, this cocfficient was not statistically significant.

Only the "collcge degree" and "local unemployment rate” coefficients were significantly different
from zero. In contrast, all the coefficients estimated by USDOL with a national data set werc
statistically significant (USDOL 1994). Hence, this model which is estimated from a single state has
less predictive power than the USDOL model which was estimated using data for a national sample.

Most of the survey sample’s estimated coefficients were consistent with thosc of the records
sample (scc Table IV.2). Like the rccords sample estimates, the survey sample "no high school

diploma" coefficient had an unanticipated negative sign. In addition, "occupational employment

growth" had a unanticipated positive sign. However, neither of these cocfficicnts was statistically




TABLE IV.1
LOGIT ESTIMATION OF PROBABILITY OF Ul EXHAUSTION,
RECORDS SAMPLE?
Change in Probability
Mean of per Unit Change of
Independent Independent Variable
Independent Variable Variable Coefficient Standard Error (Percentage Points)*
No High School Diploma 334 -110 .086 . -2.7
High School Diploma 412 b ® ®
Some College .140 -.060 d112 -1.5
College Degree 114 -298 *¢ 123 72
Tenure Less than 3 Years 262 ® ® ®
Tenure 3 or More Years 738 070 .083 1.7
Industrial Employment Change .832 -.008 007 -2
Local Uncmployment Rate 5.474 124 ¢ 027 30
Constant - -870 *** A7 -
NoTE: Sample includes 2,252 control group members and 901 noneligibles.

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

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

?Dependent variable is assigned value of 1 if exhausts Ul; 0 otherwise.
POmitted category for dummy variables.
“Fivaluated at mean of independent variable.
* Cocfficient significantly different from zero at the 90 percent confidence level, two-tailed test.

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*** Coefficient significantly different from zcro at the 99 percent confidence level, two-lailed test.
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TABLE IV.2
LOGIT ESTIMATION OF PROBABILITY OF Ul EXHAUSTION,
SURVEY SAMPLE*
Change in Probability
Mean of per Uait Change of
Independent Independent Variable
Independent Variable Variable Cocfficient Standard Error (Percentage Points)®
No High School Diploma .291 -.086 128 -2.08
High School Dipioma 432 b b b
Some College 149 -.165 .158 -3.97
Coilege Degree 128 -226 169 -5.42
Tenure Less than 3 Years 225 b b b
Tenure 3 to 5 Years 245 A1 154 2.603
Tenure 6 to 9 Years 219 339 ¢ 157 8.123
Tenure 10 or More Years 31 523 eee 147 12.69
Industrial Empioyment Change 549 -012 010 -21
Occupational Iimployment Growth 790 130 134 312
lL.ocal Unemployment Rate 5.300 096 ** .040 2.31 .
Constant - -1.058 *** 274 - \
NOTE: Sample includes 1,372 control group members and 169 noneligibies. .

The unweighted mean value of the dependent variable (the probability of Ul exhaustion) is .435.

The -2 log likclihood is 30.20 with a p value of .0004.

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

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*** Coefficient significantly different from zero at the 99 percent confidence level, two-tailed test.
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significant. The variables that were statistically significant (at the 95 percent level of confidence)
were "tenure of 6 to 9 years", "tenure of 10 or more years", and "local unemployment rate."

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

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

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

1%The results for the model cstimated for the survey sample are similar (sce Tablc IV.3).
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TABLE IV.3

MEAN EXHAUSTION PROBABILITIES FOR GROUPS TARGETED
AND NOT TARGETED BY WORKER PROFILING

Record Sample Model Survey Sample Model
Mainframe Noneligibles and Not
Permanently Separated Workers 29.7 28.6
Fermanently Separated Workers 44.1 40.3
Below 70th percentile 40.5 35.2

Above 70th percentile 52.5 52.2




b. Elaboration of the Model

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

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

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

became statistically significant at the 90 percent confidence level.

UThese variables are defined as follows: (1) earnings in the base year include all earnings in the
first four of the five calendar quarters preceding the claim date; (2) the weekly benefit amount paid
to UI recipients is expressed in hundreds of dollars; and (3) workers who cxpected that they would
be recalled, but who had no definite recall date are included in this category (workers with a definite
recall date were excluded in step one).
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TABLE V4
LOGIT ESTIMATION OF PROBABILITY OF Ul EXHAUSTION
(RECORDS SAMPLE),
ELABORATED MODEL"

Change in Probability

Meat of per Unit Change of

Independent Independent Variable

Independent Variable Variable Coefficient Standard Error (Percentage Points)®
No High School Diploma 334 -033 089 -8
High School Diploma 412 ® ® b
Some College 140 -047 113 -1.1
College Degree 114 -186 130 4.5
Tenurc Less than 3 Years 262 ® > b
Tenure 3 or More Years 128 161 ¢ .086 38
Industrial Employment Change 832 -.009 .007 -2
Local Unemployment Rate 5.474 131 oo 028 32
Base-Year Earnings ($1,000s) 16.643 022 *** 005 -5
Weekly Benefit Amount ($100s) 1.762 191 102 4.6
FExpect Recall : 341 -533 eee 084 127
Constant - -804 *** 227 -

Norte: Sample includes 2,252 control group members and 901 noneligibles.

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

** Coefficient significantly different from zero at the 95 percent confidence level, two-tailed test.
*+** Coefficicnt significantly different from zero at the 99 percent confidence level, two-tailed test.
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Including the three variables enhanced the model’s ability to identify those who were likely to
exhaust Ul, using the sume bencamark described earlier. Those above the 70th percentile of the
probability distribution had a 55 percent exhaustion rate, which is 16 percentage points above the
exhaustion rate of those below the threshold (39 percent). This difference in exhaustion rates was

four percentage points greater than the difference generated by the model that did not include the

three additional variables.

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

cxpect to be recalled will be lcss likely to receive reemployment services, reducing average impacts,

at least in the short term.!?

B. LONG-RUN IMPLICATIONS OF ALTERNATIVE TARGETING STRATEGIES

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

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

20nc way of addressing this issuc would be to refer workers to reemployment services who
indicatcd that they expected recall but who remained unemployed after some period, say 13 weeks.

B3Second-ycar impacts were also larger for thosc who expected to be recalled than they were for
thosc who did not cxpect to be recalled; however, this difference was not statistically significant. As
noted in Chapter 11, controls who expected to be recalled were much more likely to receive Ul in

the second year than controls who did not expect to be recalled, suggesting that this group was largely
responsible for the sccond-year impacts.
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(Corson et al. 1989). Control group members--who represent the eligible group--received an average
of 17.9 weeks of UI benefits during the year of their initial claim, compared with 15.1 weeks for
noneligibles. Similarly, the control group was employed 22.8 weeks during the first year of followup,
compared with 26.4 weeks for noneligibles.

Presumably, policymakers are concerned about both the short-run and the long-run experiences
of workers targeted for specific services. Now that six years of follow-up data are available, it is
possible to determine whether, in the absence of any intervention, the population targeted by
NJUIRDP would have experienced greater long-run employment problems than those screened out

of the demonstration. This issue is addressed in the next subsection. In addition to employment and

UI receipt, we compare NJUIRDP eligibles’ pre- to post-UI earnings reductions with those
experienced by unemployed workers screened out of the demonstration.

The profiling model developed by USDOL targets services to Ul recipients who are likely to
exhaust UL However, it is not known whether those likely to exhaust Ul are also likely to experience
relatively scvere long-term reemployment problems. The second subsection addresses this issuc by
comparing the expericnces of UI recipients targeted by our simulated profiling system with the
cxpericnces of other UI recipients. For this analysis, we relied entirely on the estimates from the
basic profiling model (estimated with rccords data), rather than thosc derived from the elaborated

model with the three additional exhaustion predictors.

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

The demonstration’s targeting stratcgy succeeded in serving workers who would have
experienced, in the absence of any NJUIRDP services, substantial earnings reductions. Moreover
as shown in Table IV.5, the reductions in carnings cxperienced by cligibles (the control group) were
substantially grcater than the average earnings reductions for noneligibles, the group that was
cxcluded by NJUIRDP's targeting systcm. The difference between the basc-year and current-year

carnings of cligibles was approximatcly $9,000 in the first year of followup and exceeded $6,000 in
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each subsequent year. In contrast, the average earnings reduction for noneligibles was $3,200 in the
first year and less than $2,200 in each subsequent year. The differences between the earnings
reductions of eligibles and noneligibles were statistically significant in each year of followup. The
reason for these differences are probably attributable to eligibles’ higher incomes during the base-year
period; hence, eligibles’ incomes could drop by a larger margin.'* The average number of weeks
of employment per year and the likelihood of returning to the base period employer were also lower
for eligibles than noneligibles,'® but the differences between the two groups were small and not
statistically significant.

Although NJUIRDP targeted a group that experienced relatively large earnings reductions, this
group also received Ul for a shorter amount of time than noneligibles. During the six years following
their random assignment, eligibles received U1 benefits (both regular and extended) for a total of 35.7
weeks, compared with 37.7 for noneligibles.'® | UI receipt was particularly high (46.8 wecks) among
noncligibles who were not permanently separated from their jobs, either because they had a definite
recall datc or because they tended to securc cmployment through a hiring hall. The group of
noneligibles who werc not permanently separated tended to be on Ul frequently; this group included

individuals, such as construction workers, in industries characterized by seasonal or unstabic

employment.

“The average base-year carnings of cligibles and noneligibles were $18,046 and $13,144,

respectively. It is likely that eligibles’ relatively large amount of job tenure contributed to their large
carnings reductions.

3We defined "return to largest basc period employer” to be the presence of two or more quarters
of earnings from the largest basc period employer reported during the six years after the initial Ul
claim. We used this definition because there were a large number of eligibles with onc quarter of
carnings from the basc period employer. These carnings may have been severance pay.

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

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

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

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

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

attached and that their frequent collection of UI was likely due to the nature of their jobs.1?

C. IMPACTS OF PROFILED AND NONPROFILED WORKERS

A fundamental question for the proposed profiling policy is whether the system will succeed in
targcting reemployment services to those who are most likely to benefit from services. A related
question is whether the average NJUIRDP impacts could have been increased had the demonstration
used the proposed three-step profiling method for targeting services. We addressed these questions
by estimating the difference between the NJUIRDP impacts experienced by workers who would be
targeted by the simulated profiling system and those who would be excluded under this system.

For the purposes of estimating these subgroup differences in impacts, we assumed, as earlier, that
rcemployment scrvices would, in general, bé offered to individuals with probabilities of exhaustion
above the 70th percentile.!® Those with predicted probabilities above the 70th percentile were
designated as “targeied workers,” while those with predicted probabilities below this level were
designated as "nontargeted workers.” We cstimated the impact differences by including in the impact
rcgressions three additional interaction terms. These terms represented the product of a categorical

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

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

18As discussed earlicr, this example is best vicwed as representing the initial application of worker
profiling. As additional funds for services become available, it is likely that a larger group would be
referred to scrvices.
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categorical variables (which were equal to one if the worker was assigned to that treatment
group).!” We also added the categorical profiling variable to control for the profiling status of the
workers.

When we estimate earnings and Ul impacts for the targeted and nontargeted workers (see Tables
IV.6 and IV.7), we find some statistically significant reductions in Ul receipt and increases in earnings
for both the targeted and nontargeted groups. These significant impacts mirror those reported in
Chapter 1I; the impacts occur primarily in year’s one and two and most of the significant impacts are
found for Ul receipt. Interestingly, the estimated reductions in Ul weeks collected and benefits for
the targeted group tend to be larger than those for the nontargeted group and the impacts for the
target group are also more likely to be statistically significant. Nevertheless, none of the differences
in impacts between the targeted and nontargeted groups is statistically significant. This is not
surprising, since splitting the sample into targeted and nontargeted groups lowers the effective sample
sizes uscd to generate impact estimates.

These findings, while not conclusive, suggest that using a profiling model to target reemployment
services on workers with high probabilities of UI benefit exhaustion directs reemployment services
to a group of workers who are likely to benefit from the services.?? These estimates also imply that
this approach to targeting services is a relatively efficient way to provide services. Scrvices are
directed to a specific group of displaced workers who can benefit more from the services than a
broader group of displaced workers, thereby generating relatively large savings in Ul receipt for the

given level of expenditures on services.

9The three treatment groups were JSA only, JSA plus training or relocation, and JSA plus rc-
employment bonus.

PThese findings should be treated with caution since the sample sizes are relatively small and
since we could not include in the analysis all groups who would be offered reemployment services
under worker profiling. Specifically, younger workers and workers with job tenure under three years
were not offered services in the New Jersey demonstration. Some of these workers would be offered
services under worker profiling.
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V. BENEFIT-COST ANALYSIS

In this chapter, we combine estimates of the impacts of the New Jersey Unemployment
Insurance Reemployment Demonstration Project (NJUIRDP) presented in earlier chapters with
estimates of the demonstration’s net costs to assess whether, compared with the existing Ul system,
the benefits of each treatment exceeded its costs. We also assess benefits and costs from several
other perspectives--those of the major groups affected by the demonstration policies (claimants,
cmployers, and the government) and of society as a whole. This process summarizes the information

from the evaluation to help policymakers determine the relative desirability of providing any of these

treatments on an ongoing basis.
Our benefit-cost evaluation addresses several issues:
» The costs of providing each of the thrce treatments on an ongoing basis, relative to the
costs of existing services (referred to as "net costs")
* The effects of each treatment, compared with those of existing scrvices, from the
perspectives of society as a whole, claimants, employers, and the government (referred

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

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

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

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

NJUIRDP bascd on the impacts measurcd during the year of the initial Ul claim and the following -
two years. The results of this carlicr analysis showed that all three trcatments offered nct bencfits

to socicty as a wholc and to claimants, when compared with cxisting services. The JSA-only and JSA

plus reemployment bonus trcatments also led to net gains for the government scctor as a whole and
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to the Labor Department agencies that actually offered the services. The JSA plus training or
relocation treatment was expensive for the government sector.

Here, we extend the benefit-cost analysis by incorporating the longer-term impacts described in
previous chapters. Because the longer-term impacts provided evidence that the treatments generated
additional Ul savings, the results of the benefit-cost analysis are more favorable than they were in
the first followup.! We used several approaches to incorporate the long-term impacts into the
benefit-cost analysis. Qur basic approach used only the long-term impacts on regular Ul receipt to
extend the analysis, because we are confident that the impacts on regular Ul receipt represent real
impacts of the demonstration. In this approach, as in Corson et al. (1989), we used the estimated
impacts on earnings based on the follow-up interview in the analysis, thereby assuming implicitly that
all impacts on earnings took place before the follow-up interview. We then modified this approach
in two ways. First, we incorporated impacts for all Unemployment Compensation programs--regular
Ul, Emergency Uncmployment Compensation (EUC), and New Jersey’s two extended benefits
programs--even though we view the impacts of these programs with some uncertainty (see discussion
in Chapter II). Sccond, we used the estimates of the long-term impacts on ecarnings that were
presented in Chapter 1I. These earnings impacts were based on data from quarterly wage records.
Because we have wage records for six years following the period of the demonstration, we were able
to cxamine the possibility that the treatments affected the carnings of clairants over this cnure
period.

We cexplored these issues by using a comprehensive benefit-cost analytical framework.? In
Scction A, we discuss this approach to benefit-cost analysis and describe how the benefits and costs
were calculated.  In Section B, we prcaent the results of our benefit-cost analysis of the threc

trcatments. Section C contains a summary and conclusions.

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

2Sce Long ct al. (1981) for onc of the initial applications of this framework.
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A. METHODOLOGY

The comprehensive accounting framework that we used to compare the benefits and costs of the
three NJUIRDP treatments included several steps. The first step defined the various perspectives
from which benefits and costs were measured. We considered the benefits and costs to Ul claimants,
to determine whether the treatments were beneficial to those whom they were designed to serve.
We also considered the perspective of employers who hired claimants, to examine the net effects of
their hiring decisions, and the perspective of the government, to assess the budgetary impacts of each
trcatment rclative to existing programs. We also broke the government perspective down into that
of individual Labor Department programs (that is, U], ES, and JTPA) to obtain more insight into the
budgetary implication of these treatments.

After the rclevant perspectives were defined, the next step in the analysis constructed a
comprehensive list of the expected benefits and costs from each perspective.® From the perspective
of UI claimants, the key benefit of demonstration treatments would be an increase in earnings and
fringe bencfits generated by more rapid reemployment (and/or higher earnings). More rapid
recmployment should also beé a psychological benefit to claimants, because most pcople find
uncmployment stressful.  On the other hand, the incrcased reporting requirements under the
demonstration imposed a cost on claimants, by reducing their time for lcisure and nonmarket
activitics. Other costs to claimants included loss of some UI benefits from more rapid recmployment,
additional taxes due on their increased earnings, and any costs from working (for example, child care
or transportation cxpenses).

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

cmployees with salarics and fringe benefits. We assumed that the value of the additional output to

3Some of the benefits and costs were difficult to value in dollar terms.  Although these
"intangiblc" benefits or costs, such as the psychological benefits to claimants from obtaining a job, arc
difficult to measure, it is still important that they be assigned to a specific perspective, so that policy
judgments can be made about their likelihood of affecting the measured benefit-cost comparisons.
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employers equaled the value of the additional compensation by employers, which implies that they
incurred no net benefits or costs from these treatments. However, this assumption may understate
the benefits derived by employers from a labor market that functions more effectively, which would
reduce their recruiting and turnover costs. Alternatively, the treatments might impose a cost on some
cmployers if some temporarily laid-off workers were unavailable for rehire.* The Labor Department
perspective includes the perspectives of Ul and ES, which are funded through the Ul payroll tax, and
of the JTPA system, which is funded through general revenues. These agencies would incur the costs
of providing each of the three treatments in an ongoing program. They would benefit from their
direct share of tax increases paid by claimants and their employers, and from reductions in UI benefits
paid to claimants and in the costs of providing these benefits. In addition, their costs would be
partially offset by a reduction in the costs of providing existing services. Whether the increase in
payroll taxes or the reduction in Ul benefits was large enough to offset the net costs of the
demonstration was one of the key issues in this analysis.

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

'The bencfits and costs from all of these perspectives were summed to determine the benefits and
costs to society as a whole. On the benefit side, the claimants’ increased earnings represented an
increase in total output and thus a net benefit to society. The assumption underlying this approach
to valuing output is that the more rapid recmployment of demonstration claimants did not displace

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

“Both cmployers and claimants could also be affected by any changes in taxes resulting from an

increase (or reduction) in government costs from offering the treatments. However, any such changes

- would occur only in the long run, and their effect would depend on how the treatments were funded.
For this rcason, they are not included in this analysis.

3Other scctors of the government could also benefit if the treatments reduced the receipt of such
henefits as food stamps or other public assistance. We examined this potential effect but found no

impacts, so we did not include thesc potential impacts in the benefit-cost framework.
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strength of the New Jersey economy. On the cost side, the net operational costs of offering each
treatment represented social resources that could have been spent otherwise and were measured as
net costs to society.

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

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

they would have received even in the abscnce of the demonstration. For examplc, some claimants

SActual market prices were used to value bencfits and costs whenever available, on the
assumption that these prices were the best measure of the truc costs of these resources. When
market prices were not available, we estimated the dollar value of resources. For example, we
cstimated the valuc of fringe bencfits, taxes, and the administrative costs of government agencies.

"We assumcd that all the impacts of the special unemployment compensation programs (EUC
and the state programs) occurred in year six.
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referred by the demonstration to JTPA services would have gone to JTPA for services on their own.
In order to measure the extent to which the costs of the demonstration services were greater than
the costs of providing the existing services, we compared the costs of the demonstration services with

the costs of the services received by the control group. Corson et al. (1989) describe the calculations

of the costs of the services provided in the demonstration.

B. BENEFITS AND COSTS FROM ALTERNATIVE PERSPECTIVES

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

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

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

The benefits of the JSA-only treatment outweighed the costs from the perspectives of claimants,
the Labor Department, the entire government, and society as a whole. Our estimates, which are
summarized in Table V.1, revealed that members of the JSA-only group increased their earnings by
an average of $608, relative to members of the control group. We imputed another $128 in
additional fringe benefits to reach a total increase of $736 in compensation. Much of this increase
in compensation benefited claimants, but enough of the increased earnings was returned to the
government sector via increased taxes and reduced Ul benefits that the government realized a net
gain of $175 per claimant. When we examined the UI, ES, and JTPA programs that comprise the
Labor Department sector, we found that the savings roughly equaled costs (we calculated a savings
of $52, a small increase compared with our previous estimates, due to incrcased long-run UI savings).
The estimated net social gain, which can be taken as an indicator of the efficiency of the treatment,

is $581 per claimant.
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2. Benefit-Cost Analysis of the JSA Plus Training or Relocation Treatment Versus Existing '
Services

The JSA plus training treatment provided net benefits to claimants and generated net costs to
the government sector, while society as a whole roughly broke even. The earnings of the JSA plus
training claimants were $345 higher, on average, than those of control group members. We imputed
an additional $72 of increased fringe benefits, for ian increase of $417 in total compensation, as shown
in Table V.2. These increased earnings and fringe benefits represented a benefit to claimants, which
was partially offset by an increase in taxes of $63 per person and a reduction in UI benefits of $154
per person. The estimated net benefit per claimant for the JSA plus training treatment (compared
with existing programs) was $200.

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

From the purspective of society as a whole, the choice between the JSA plus training treatment
and existing s :rvices appears fairly even, with a slight net bencfit of $41 per person in favor of the
treatment

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

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

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

3. Benefit-Cost Analysis of the JSA Plus Bonus Treatment Versus Existing Services

Members of the JSA plus reémployment bonus treatment group experienced earnings gains that
were similar to those of claimants in the JSA-only group, as well as larger UI benefit reductions than
the other two treatment groups, while the costs of this treatment fell between the costs of the other
two. On balance, a substantial net gain of $565 per claimant accrued to society, relative to existing
services, as shown in Table V.3.

Claimants experienced a net benefit of $400 on average, comprising a $591 increase in earnings
and a $124 increase in fringe benefits, balanced by a $314 reduction in UI benefits and a $126
increase in taxes. The government benefited overall from the treatment, and the Labor Department
programs experienced a small net gain of $45 per claimant. The rest of the government experienced
a net gain of $154 from an increase in taxes.

Overall, the findings for the JSA plus reemployment bonus treatment were similar to those for
the JSA-only treatment. The earnings gains experienced by claimants were similar, and while the
bonus payments rcpresented a cost to the government sector and a gain to claimants, this cost (and

gain) was offset by the larger reduction in Ul payments.

4. Alternative Benefit-Cost Estimates

In this section, we recalculate the bencefit-cost estimates using unemployment impact cstimates
for all UI programs as well as earnings impacts based on wage records, rather than on the follow-up
intervicws. The Ul impacts calculated for all programs may overstate Ul impacts, because the

observed impacts for the temporary programs, particularly EUC, occurred long after the
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demonstration was implemented and hence may not be plausible. In addition, such temporary
programs will not necessarily be available in future applications of the New Jersey treatments. The
wage-records data may understate earnings impacts because (1) the data do not include the earnings
of the self-employed and those who found new employment outside New Jersey, and (2) the data
begin with the first calendar quarter after the claim date, and thus miss treatment-control differences
for much of the sample in the first month or two after the claim date. On the other hand, if the
treatments do have long-term impacts on earnings, we can use the wage-records data to incorporate
these long-term impacts into the benefit-cost analysis. The calculations of benefits and costs
presented in this section are based on wage records for six years following the claim date. Table V.4
presents the newly calculated net benefit estimates and the benchmark estimates for each treatment.

The estimates that incorporate impacts for all Ul programs do not change any of our basic
conclusions regarding the benefits and costs of the treatments. These estimates do not affect our
societal benefit-cost estimates because they affect only transfers between claimants and the
government. In addition, the only treatment showing any substantial change in the estimates was the
JSA plus training or relocation treatment. We observed relatively large veductions in UI receipt for
EUC in this treatment. However, even after we considered this change, the Labor Department and
the government as a whole continue to experience a net loss under this treatment.

The estimates that incorporate our long-run earnings impact estimates affected the benefit-cost
analysis of each of the treatments. The long run earnings impact estimates exceeded the one-year
estimates used in the alternative benefit-cost estimates for the JSA-only and the JSA plus
reemployment bonus treatments. As a result, the positive net benefits increased for claimants, the
government, and society under these treatments. The reverse, however, occurred for the JSA plus
training or relocation treatment because the long-run earnings impact estimate was reduced. For this

treatment, net benefits become negative from all perspectives.
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TABLE V4

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

Government

Labor Other Government
Society Claimants Dept. Government Total

JSA-Only Treatment

Using regular U1 impacts and
eamings impacts from interview
data® 581 407 52 123 175

Using all U1 impacts and earnings
impacts from interview data® 581 383 84 115 199

Using regular Ul impacts and
eamings impacts from wage-
records data® 1,063 773 57 233 290

JSA Plus Training Treatment

Using regular Ul impacts and
camnings impacts from interview
data® 41 200 -219 60 -159

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

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

JSA Plus Bonus Treatment

Using regular U} impacts and
camings impacts from interview
data® 565 400 45 120 165

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

Using reguiar Ul impacts and
carnings impacts from
wage-records data® 791 602 47 142 189

" Earmings impacts based on interview data were measured over the year of the initial claim. All other measures used in thesc calculations
arc defined in Tables V.1-V.3.

®All Ul impact- include impacts on regular UL, federal, EUC, New Jerscy emergency unemployment benefits, and NJ additional benefits
for ramming. ]l other measures used in these calculations are defined in Tables V.1-V.3.

“ laming impacts based on wage records were measured over the six years following the initial claim. All other measures used in these
calculations arc defined in Tables V.1-V.3.
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C. SUMMARY AND CONCLUSIONS

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

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

The net benefits and costs of the JSA plus reemployment bonus treatment appeared similar to
thosc of the JSA-only treatment from all perspectives, although the bonus generated higher costs
from the government perspective. These findings suggest that the JSA-only and the JSA plus
rccmployment bonus treatments gencrated savings in Ul benefits and increases in Ul taxes that were
greater than the cost of the treatments. Our estimates indicate that both the JSA-only treatment and
the JSA plus rcemployment bonus treatment would lead to modest net bencfits for the Labor

Dcpartment. On the other hand, the costs of the JSA plus training or relocation treatment exceeded




the savings in Ul benefits and increased taxes generated by the treatment. Use of this treatment
would require either reducing funding for other programs or increasing taxes, because the treatment

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

SAMPLES USED TO ESTIMATE THE PROFILING MODELS




This appendix describes the samples that were used to estimate models that predict a claimant’s
probability of exhausting UL These models were used to investigate aspects of worker profiling. The
models are discussed in Chapter 1V.

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

To represent NJUIRDP eligibles in both samples, we used the demonstration control group
mcmbers. These individuals did not reccive any NJUIRDP treatments, so their rate of Ul exhaustion
was not affccted by the demonstration. All NJUIRDP eligibles--including all control group
members--were permancntly scparated workers (that is, they had no definite recall date and did not
scck employment through a union hiring hall).

Within the full popula.tion of Ul recipicnts, NJUIRDP eligibies represented 26.6 pereent of all
claimants (sce Figurc 1V.1) during the period when sample members filed their initial claims.
Eligibles constituted approximately 47 percent of the entire records sample and 71 percent of the
portion of the records sample used to estimate thc models (see Figurc A.1). Eligibles also
represented 71 pereent of the entire survey sample and 89 percent of the portion of the survey

samplc uscd to cstimate the modcels (sce Figure A.2).

'These additional variables were collected through a survey conducted by Mathcmatica Policy
Rescarch, Inc., in 1988 for the demonstration evaluation.
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There were two groups of NJUIRDP noneligibles, representing two sets of screens applied
scquentially by the demonstration. The first group of workers screened out of the demonstration
were the "mainframe noneligibles,” workers excluded from NJUIRDP on the basis of data stored on
the state’s central mainframe computer. The second group of noneligibles, the "Participant Tracking
System (PTS) noneligibles," were screened out of NJUIRDP on the basis of data collected in local
Ul offices and transmitted to the stand-alone computer system used to operate the demonstration’s
tracking system.

We excluded from the sample all mainframe noneligibles and those PTS noneligibles who were
not pecrmancntly scparated. The mainframe noneligibles were excluded la-gely because they had
incomplcte data on some important variables; however, many of these noneligibles would be excluded
by an ongoing profiling system.?

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

samplc and 9 percent of the survey sample (sec Figures A.1 and A.2, respectively).

“In particular, no data relating to recall status and membership in union hiring halls were available
for mainframe noneligibles. Thc NJUIRDP scrcened out mainframe noneligibles because they
(1) reccived partial payments because they had positive earnings, (2) had a gap between the date of
their claim filing and their first payment of more than five weeks, or (3) were younger than age 25.
Most states implementing the new profiling policy are expected to exclude workers who received
partial payments and had positive earnings bccause these workers arc not permanently separated.
Some states may also exclude workers with a five-week or longer gap between their claim datc and
the date of the first payment, because delays in the first UI payment make it difficult to intervene
carly in claimants’ initial unemployment spells.  However, states will not exclude workers under 25
because states are not allowed to use age as a screen for profiling. Workers screcned out solely on
the basis of age constitute about 10 percent of all Ul claimants.
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The remaining NJUIRDP noneligibles--the permanently separated PTS noneligibles--were
included in the estimation of the model. All of these workers were screened out of the
demonstration because they had not worked with their pre-Ul employer for three or more years.
Within the full population of Ul recipients, these nontenured but not permanently separated workers
represented approximately 30 percent of all claimants (see Figure IV.1). These workers constituted
approximately 18 percent of the entire records sample, 29 percent of the portion of the records
sample used to estimate the profiling model, 9 percent of the entire survey sample, and 11 percent
of the portion of the survey sample used to estimate the profiling model (see Figures A.1 and A.2).

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

three years come only from the noneligible group.




APPENDIX B

TREATMENT/CONTROL GROUP MEANS




This appendix reports, by treatment and control group, the means and standard deviations of the
Uncmployment Insurance and employment and earnings outcomes reported in Chapter II. The
results of simple difference of means tests for each treatment-control difference are also reported.

The conclusions drawn from this analysis of the Ul and employment and earnings impacts of the
treatments are the same as those drawn from the regression-adjusted impact estimates presented in
Chapter I1. That is, while the point estimates of impacts differ slightly, the significant treatment-

control group differences reported here are essentially the same as those reported in Chapter I1.




TABLE B.1

MEAN UI DOLLARS RECEIVED
(Standard Deviation in Parentheses)

JSA Plus Training JSA Plus Control

JSA Only or Relocation Reemployment Bonus Group

Year of Initial Claim 3,113 ** 3,130 ** 3,062 *** 3,228
(First Year) (1,830) (1,837) (1871) (1,797)

Second Year 500 *** 562 521 ** 600
(1,255) (1,319) (1,265) (1,367)

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

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

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

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

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

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

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

MEAN Ul WEEKS PAID
(Standard Deviation in Parentheses)

JSA Plus Training JSA Plus Control
JSA Only or Relocation Reemployment Bonus Group
Year of Initial Claim 17.4 ** 17.4 ** 17.0 *** 179
(First Year) (8.78) 871) (8.83) (8.47)
Second Yecar 2.8 ** 3.1 2.9 ** 33
(6.64) (7.02) (6.75) (7.24)
Third Year 3.0 29 2.6 ** 30
(7.24) (7.08) (6.81) (7.11)
Fourth Year 3.0 2.7 2.8 28
(7.35) (6.91) (7.23) (7.05)
Fifth Year 2.8 2.6 29 2.7
(7.21) (7.02) (7.40) (7.09)
Sixth Year 2.1 2.2 19 2.2
(6.39) (6.54) (6.11) (6.40)
Total 31.1 30.9 30.1 *** 319
(234) (23.2) (22.9) (23.3)
NOTE:  The sample used for this analysis includes 2,416 JSA only sample members, 3,810 JSA plus
training or relocation sample members, 2,449 JSA plus reemployment bonus sample
members, and 2,385 control group members.
*Statistically significant at the 90 percent confidence level for a two-tailed test.
**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.3

MEAN PROBABILITY OF UI RECEIPT

(Standard Deviation in Parentheses)

JSA Plus JSA Plus
JSA Training or Reemployment Control
Probability of Receipt Only Relocation Bonus Group
Second Year 198 * 210 .200 219
(.378) (:407) (:399) (:413)
Third Year 175 175 162 * .183
(.380) (:380) (.369) (.387)
Fourth Year 166 160 .156 165
(372) (:367) (:363) (371)
Fifth Year 157 144 153 151
(.364) (.351) (.360) (.358)
Sixth Year 115 122 .108 122
(.320) (:328) (311) (.327)
Total Number of Claims 812 812 778 ** 840
After Initial Claim (1.28) (1.27) (1.24) (1.29)

(Year 2 to Year 6)

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

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

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

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

JSA Plus JSA Plus

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

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

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

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

Regular UI" 5,803 5,849 5,701 ** 6.031
(4,781) (4.877) (4,760) (4,903)

All U2 6,584 6,538 * 6.484 ** 6,852
(6,154) (6,099) (6.191) (6.355)

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

*For some samplc members, we did not have complete data on thesc variables for the sixth ycar
following random assignment.

PRegular Ul impacts arc for the first through sixth year after random assignment.
*Statistically significant at thc 9 percent confidence level for a two-tailed test.

**Statistically significant at the 95 percent confidence level for a two-tailed test.
***Statistically significant at the 99 percent confidence level for a two-tailed test.
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TABLE B.5

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

JSA Plus JSA Plus

Training or  Reemployment Control

Extended Benefits Program JSA Only Relocation Bonus Group
EUB 24 24 25 .24
(1.17) (1.18) (1.21) (1.19)

EUC 3.51 2.98 ** 331 3.52
(9.39) (8.50) (9.07) (9.49)

ABT® .05 04 .05 .04
(1.00) (82) (1.06) (:80)

Regular UI° 31.1 30.9 30.1 ** 31.9
(23.4) (23.2) (22.9) (23.3)

All U2 34.86 3420 * 33.70 ** 35.66
(29.64) (28.50) (28.86) (29.49)

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

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

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

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

PROBABILITY OF WORKING?
(Standard Deviation in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control

After Claim JSA Only or Relocation Reemployment Bonus Group
Quarter :
1 .50 .50 X 0.49
(.50) (.50) (.50) (.50)
2 59 57 .59 0.57
(:49) (-49) (.49) (-50)
3 64 63 .63 0.63
(48) (48) (.48) (.48)
4 63 - 62 .62 0.63
(.48) (:49) (.49) (.48)
Year
1 N 17 78 .76
(42) (42) (.42) (.43)
2
713 72 72 73
(.44) (.45) (.45) (43)
3 .70 .68 .68 69
(.46) (47) (47) (.46)
4 .65 .63 64 64
(.48) (.48) (48) (:48)
5 61 59 .60 59
(.49) (:49) (-49) (:49)
6 .56 .55 55 S5
(.50) (.50) (.50) (.50)
Total 4.02 397 3.97 3.96
(Year 1 to Year 6) (2.27) (2.28) (2:29) (2.28)

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

or relocation sample members, 2,449 JSA plus reemployment bonus sample members, and 2,385
control group members.

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

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

MEAN EARNINGS, IN DOLLARS
(Standard Deviation in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group Mean
Quarter
1 1,671 1,698 1,838 ** 1,638
(2,904) (3,122) (3.142) (2,934)
2 2,249 2,158 2,280 2,174
(3.882) (3,108) (2,979) (3,140)
3 2,602 2,564 2,582 2,507
(3.109) (3,091) (3,015) (2,922)
4 2,547 2,549 2,627 2,517
(3,014) (3,128) (3.364) (3.061)
Year
1 9,068 8,970 9,328 * 8,836
(10,156) (10,031) (10,193) (9,905)
2 11,535 11,114 11,367 11,253
(12,549) (12,010) (12,416) (12,405)
3 11,989 11,846 11,990 11,831
(13,674) (13,757) (13,488) (13,460)
4 11,891 11,753 12,276 11,679
(13,891) (14,115) (14,716) (13,954)
5 11,806 11,604 11,702 11,657
(15,074) (14,897) (14,637) (15,251)
6 11,426 11,496 11,555 11,188
(15,346) (15,654) (15,264) (15,146)
Total 67,717 66,789 68,218 66,434
(Year 1 to Year 6) (70,167) (69,918) (69,751) (69,013)

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

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

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

MEAN WEEKS WORKED
(Standard Deviation in Parentheses)

Quarter/Year JSA Plus Training JSA Plus Control
After Claim JSA Only or Relocation Reemployment Bonus Group
Quarter
1 4.1 4.0 4.3 **+ 39
5.0y (5.0) ¢ 4.9)
2 58 56 59* 5.6
&) 6.7 (X)) (5.8)
3 6.9 6.8 6.8 6.7
(5.8) (5.8) (5.8 (5.8)
4 6.7 6.6 6.7 6.6
59 5.9 5.9 (5.8)
Year
] 235 230 237+ 22.8
(18.3) (18.4) (18.5) (18.2)
2 289 28.0 28.2 27.6
(22.5) (22.1) (22.2) (20.8)
3 279 27.3 277 26.8
(23.0) (23.1) (23.3) (21.9)
4 26.3 25.7 26.3 249
(23.4) (23.3) (23.7) (22.4)
5 244 239 239 229
(23.6) (22.5) (23.5) (22.5)
6 22,5 222 223 21.3
(23.6) (23.4) (23.9) (22.5)
Total 150.1 147.0 149.0 146.3
(Year 1 to Year 6) (107.5) (108.8) (109.6) (107.5)

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

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

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

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

able to receive the full set of demonstration services.

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

increase carnings in the longer run. More generally, the follow-up studies suggested that each
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component of the treatments--JSA, training, and the reemployment bonus--probably contributed to
the impacts on Ul receipt and earnings and that the treatments generated more stable jobs than those
found by control group members. The evaluation also indicated that the demonstration succeeded
in targeting claimants who, in the absence of the demonstration, would have experienced more severe
long-run reemployment difficulties. Finally, the evaluation found that all three treatments offered
net benefits to claimants and to society, when compared with existing services. The JSA-only and
JSA plus reemployment bonus treatments also led to net gains for the government.

These findings suggest that the demonstration treatments represent useful reemployment policies
that can be directed toward UI claimants. However, before replicating these policies, it is important
to consider several other evaluation findings. First, in addition to the reemployment services
themselv=s, two aspects of the treatments--the participation requirements and the high degree of
interagency coordination--appeared to contribute to the success of the treatments. These aspects of
the treatments should not be ignored in future applications. Second, analyses of the impacts of the
treatments by population subgroup suggest that the treatments were most successful in promoting
reemployment for individuals with marketable skills. Finally, benefit-cost analyses of the individual
treatments provide the strongest support for the job-search assistance only treatment. These latter
two findings suggest that the mandatory job-search assistance services emphasized in the New Jersey
demonstration are appropriate and cost-effective for a broad range of permanently separated Ul
claimants. However, longer-run, more intensive services are probably needed for displaced workers

who suffer major structural dislocations.

BACKGROUND AND CURRENT POLICY ENVIRONMENT

The Ul system provides short-term income support to involuntarily unemployed individuals while
they scek work. The system has historically attempted to promote rapid reemployment by imposing
various work-search requirements on claimants and by referring them to the ES for job search

assistance, counseling, and other services and, through the ES, to training and other services offered
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under JTPA or its predecessors. However, observers have noted that the links to reemployment
services are often weak and that more intensive services could be provided to help Ul claimants
become reemployed.! It has also been suggested that the more intensive reemployment assistance
should target permanently separated or displaced claimants, who are expected to experience the
greatest difficulty in becoming reemployed. It has also been argued that, if reemployment assistance
were provided early in the UI claim period, the savings in Ul benefit payments could potentially
outweigh the costs of providing these services. In addition, even if paying for reemployment services
for these worke rs does not prove cost-effective from the standpoint of 17, the Ul system may provide
important benefits by identifying a broad population of displaced workers early in their unemployment
spells who could benefit from receiving the services.

Concerns of this nature have led USDOL to sponsor several demonstrations testing the efficacy
of reemployment services for displaced UI claimants. In addition to the NJUIRDP, USDOL
sponsored the Charleston, South Carolina, Claimant Placement and Work Test Demonstration
(Corson et al. 1985), which tested strict enforcement of the ES registration requirement, combined
with an increase in the intensity of reemployment services. Another demonstration in Washington
State--the Washington Alternative Work Search Experiment (Johnson and Klepinger 1991)--tested
alternative work-search requirements combined with more intensive JSA. These demonstrations, as
well as several additional ones sponsored by individual states, suggested that increased levels of
mandatory reemployment services combined, in some cases, with job-search requirements were likely
to promote more rapid reemployment among UI claimants. Further, these demonstrations showed

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

ISce, for example, discussions in the National Commission on Unemployment Compensation’s
final report (National Commission on Unemployment Compensation 1980), the 1988 Secrctary of
Labor’s seminar on alternative uscs of unemployment insurance (USDOL 1989), and a recent review
of reemployment services by USDOL (USDOL 1994a). See also Richardson et al. 1989 for evidence
that few Ul claimants, even long-term ones, receive reemployment services.
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The evidence from these demonstrations, particularly the New Jersey one, led to recent
legislation (the Unemployment Compensation Amendments of 1993) requiring state UI programs to
profile claimants as they enter the Ul system, to identify displaced workers. Subsequent interpretation
of this requirement by USDOL provides guidance to states about how to implement profiling
(USDOL 1994b). Specifically, states are encouraged to use and adapt a profiling model developed
by USDOL. This approach uses a two-step process to identify displaced workers. In the first step,
claimants who arc permanently separated from their pre-Ul jobs are identified; in the second, a
probability of exhaustion is estimated for each claimant. Those with the highest probabilities of
cxhaustion arc identified as the target group. States that do not have sufficient data to estimate such
models are expected to use a set of screens to identify displaced workers (as in the New Jersey

demonst.ation), but they are encouraged to develop profiling models as more data become available.

Identifying displaced workers is the first step in helping them become reemployed; strengthening
linkages to reemployment services is the second step. For this reason, the worker profiling legislation
requires state Ul systems to refer profiled claimants to reemployment services to the extent possible
given resource constraints.  These claimants are then expected to participate in reemployment
scrvices as a condition of eligibility for U], unless they have already completed these services or have
a justifiable reason for their failure to participate.

To implement these requirements, states are expected to establish agreements between the Ul

system and service providers (the ES or Economic Dislocation and Worker Adjustment Act--
EDWAA--programs), so that profiled claimants can be referred tq a service provider and receive
scrvices.>? Service providers in each locality are expected to hold initial orientation sessions with
claimants, followed by assessment sessions in which individual service plans are developed for each

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

2USDOL modcled this design, in part, on the basic JSA treatment used in the New Jersey
demonstration.

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

reemployment options to workers. Other proposals to consolidate existing services have also been

proposed.

DEMONSTRATION DESIGN

The New Jersey demonstration was designed to address three objectives:

1. Examining the extent to which UI claimants who could benefit from reemployment
services could be identified early in their unemployment spells

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

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

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

services. The demonstration was implemented in 10 sites that corresponded to state Ul offices. The
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sites were chosen randomly, with the probability of their selection proportional to the size of the Ul

population in each office.

Definition of Eligibility

The purpose of the demonstration was to provide reemployment services to experienced workers
who, having become unemplo: d through no fault of their own, were likely to face prolonged_ spells
of unemployment. Their job-finding difficulties might be due to unavailability of jobs, a mismatch
between their skills and job requirements, or their lack of job-finding skills. Because previous
research efforts had not established good predictors of prolonged unemployment spells, complex
eligibility requirements could not be used to direct demonstration services. As a result, the
demonstration plan incorporated a small number of screens to identify experienced workers who were

likely to be displaced permanently from their jobs. The following eligibility screens were chosen:

* First Payment. The demonstration excluded claimants who did not receive a first UI
payment. To promote early intervention, it also excluded claimants who did not receive
a first payment within five weeks after the initial claim. Individuals who were working
and, consequently, received a partial first payment were also excluded, because their job
attachment meant that they had not necessarily been displaced. Finally, special claims
(for example, unemployment compensation for ex-service members or federal civilian
employees, interstate claims, and combined wage claims) were also excluded.

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

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

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

The Treatments
As stated, the demonstration tested three treatment packages for enhancing reemployment.
Eligible claimants were assigned randomly to a control group that received existing services or to one

of the three treatment groups: (1) JSA only; (2) JSA plus training or relocation; or (3) JSA plus a

reemployment bonus.

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

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

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

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

Claimants in the third treatment group--JSA plus a reemployment bonus--were offered the same
set of JSA services as the first group, in addition to a bonus for rapid reemployment. The maximum
bonus equaled ope-half of the claimant’s remaining Ul entitlement at the time of the assessment
interview. This amount was available if the claimant started working either during the assessment
week or in the next two weeks. Thereafter, the potential bonus declined at a rate of 10 percent of
the original amount per week, until it was no longer available. Claimants recalled by their former
employer could not receive a bonus; neither could those who were employed by a relative or in
temporary, seasonal, or part-time jobs. Claimants who collected a bonus received 60 percent of the
bonus if they were employed for 4 weeks, and the remainder if they were employed for 12 weeks.

Each treatment tested a diffcrent concept of the employment problems displaced workers face.
The JSA-only treatment was based on the assumption that many displaced workers have marketable
skills but do not have enough job-search experience to identify these skills and sell them in the job
market. In contrast, the training treatment was based on the assumption that some workers’ skills
arc outmoded and must bc upgraded. Finally, the reemployment bonus treatment was based on the

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

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

Under the demonstration, claimants were expected to report for initial services, and this requirement

was enforced.

Provision of Demonstration Services

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

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

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

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

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

claimants were not "lost” from the program.

Economic Environment

During the demonstration period, the New Jersey economy experienced worker displacement
caused by a long-term secular decline in manufacturing, although substantial growth occurred in other
scctors. Overall, the state economy was quitc strong, and the unemployment rate during the
demonstration period was low (five percent). The unemployment rate continued to be low (five
percent or less) during the first scveral years of the follow-up period. With the onset of the recent
recession, however, it rose in the last two to three years of the follow-up period to between 6.6 and

8.4 percent, on an annual basis. During this latter period, unemployment compensation benefits were
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also extended. This extension probably had an effect on Ul benefit receipt. As a result, it could have

affected our impact estimates for this period.

FINDINGS
Effectiveness of the Eligibility Definition

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

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

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

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

services, would experience difficulty in becoming reemployed. An examination of the characteristics
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of the eligible population showed that it contained a substantial proportion of individuals whose age,
industry of employment, and other characteristics are usually associated with the displaced worker
population and with difficulties in .becoming reemployed. Moreover, compared with a sample of
individuals who were not eligible for the demonstration, the eligible population experienced
considerably longer periods of UI collection and longer unemployment spells, on average, during the
initial benefit year. During the full six years of followup, the group targeted in the New Jersey
demonstration continued to experience large reductions in earnings relative to their base-year
earnings. These earnings reductions were considerably larger than those realized by noneligibles.
However, the long-term UI receipt of demonstration eligibles was significantly shorter than that of
noneligibles. This finding can be attributed to the fact that workers in seasonal industries were
among the noneligible population.

These findings indicate that the eligibility screens directed demonstration services to a population
that generally faced reemployment difficulties. However, it is unlikely that all demonstration eligibles
required services. Some were in the prime of their working lives and some were individuals from
industrics ({or example, the service industry) that were strong and growing in New Jersey. Moreover,
some were recalled by their pre-UI employers.

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

In recent simulations of this targeting process that replicated current funding levels, we found
that thc group that would have been targeted by profiling experienced somewhat greater

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

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

Receipt of Initial Services

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

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

Most claimants attended orientation during the fifth week after their Ul claim, and most

complcted assessment during the next three- to four-week period. Thus, the goal of early

intervention was achieved as planned.
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The level at which treatment group members received the initial services--testing, job-search
workshops, and counseling--substantially exceeded the level at which control group members received
such services from ES and JTPA through existing referral mechanisms. Thus, the demonstration

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

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

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

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

Data on claimants who were collecting Ul at the five follow-up points (2, 4, 8, 12, and 16 weeks
after assessment) showed that 92 percent satisfied the first follow-up requirement (that is, the 2-week
contact), and '80 percent had a contact at 16 weeks. Although the rate of contact declined somewhat
at the later contact points, the degree of contact was high relative to ongoing employment and
training programs, which typically do not have systematic follow-up procedures. However, these
periodic contacts did not always follow the strict schedule that had been laid out in the design, nor
were all the contacts made in person as desired. In addition, only a few of the resource centers

appear to have been used fairly extensively; consequently, the use of these centers probably had a

minor impact, at most, on demonstration outcomes.
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TABLE 1
RECEIPT OF INITIAL REEMPLOYMENT SERVICES
Total

As Percentage of the Total Sample
Attended Orientation

Scheduled orientation 67.9

Later orientation 89

Total 76.8
Tested 45.5
Excused from Testing? 28.4
Completed Job-Search Workshop® 49.8
Excused from Job-Search Workshop 19.8
Attended Assessment/Counseling Interview 56.2
As Percentage of Those Attending Orientation
Tested 59.2
Excused from Testing 37.0
Completed Job-Search Workshop 64.8
Excused from Job-Search Workshop 25.8
Attended Assessment/Counseling Interview 73.2
Sample Size 8,675

3Includes 0.2 percent who were excused because they had previously been tested by the ES.

"Includes 0.5 percent who were excused because they had already completed a job-search workshop.
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Training and Relocation Assistance. Classroom and on-the-job training opportunities were
offered to claimants in the second treatment to test the efficacy of a service package that, early in
the unemployment spell, attempted to alter or upgrade skills no longer in demand.* About 15
percent of the claimants who were offered training participated in it. Most of this training was
classroom based. Much of the classroom training was in business and office services or computer and
information services, while the on-the-job training tended to be in technical, clerical, and sales
occupations. It appears that the training offered was directed toward occupations with strong
employment prospects in New Jersey.

The rate of training receipt was higher than the rate observed for comparable groups of
claimants who were offered training opportunities through referrals to the regular JTPA service
environment in New Jersey. Thus, the offer of training under the demonstration achieved the
objective of increasing the receipt of training. Nevertheless, the overall rate of training receipt was
lower than initially expected.

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

The second reason that training participation was lower than might have been expected pertains

to the demonstration implementation. The training treatment relied on existing JTPA program
operators to provide the training placement function, and some operators were considerably more

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

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

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

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

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

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

Impacts of the Demonstration Treatments on Ul Receipt

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

clear. Individuals who received this treatment but not training were expected to experience a
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reduction in Ul receipt, but those who entered training were expected to experience an increase in

receipt, since individuals who accepted training continued to collect UL

Estimates of the treatment impacts on regular UI receipt show that all three treatments reduced
weeks collected over the benefit year, by a half week for the first two treatments and a week for the
third (see Table 2). As expected, these reductions were largest for the third treatment--JSA plus the
reemployment bonus. As shown in the table, these impacts were mirrored in the amount of benefits
collected.

Somewhat surprisingly, longer-run reductions in Ul receipt were also observed. Significant
reductions occurred in the second year for the JSA-only and JSA plus reemployment bonus
trcatments. In addition, a significant reduction in extended benefit program payments occurred for
the JSA plus training or relocation assistance treatment.> For all Ul programs during the six-year
follow-up period, the treatments reduced UI benefit receipt by about three-quarters of a week for
the JSA-only treatment, by one and a half weeks for the JSA plus training or relocation assistance
trcatment, and by nearly two weeks for the JSA plus reemployment bonus treatment. These findings
suggest that cach of the treatment components--JSA, training, and the recmployment bonus--probably
contributed to the longer-term impacts and that the treatments, in general, generated jobs that were

morc stable than those found by control group members.

Employment and Earnings Impacts

In general, the trecatments were expected to promote the rapid reemployment of claimants, thus

‘having a positive impact on the employment and earnings of claimants after their entry into the Ul

system. As noted, short-run impacts were expected to be greater for the JSA-only and JSA plus
recmployment bonus treatments than for the JSA plus training treatment, since individuals who

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

SSpecifically the reduction was in Emergency Unemployment Compensation (EUC) benefits.
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TABLE 2

ESTIMATED TREATMENT IMPACTS ON UI RECEIPT

JSA Plus JSA Plus Control
JSA Training/ Reemployment Group
Only Relocation Bonus Mean
Regular Ul
Weeks Paid in Benefit Year 047 * 048 ** -0.97 *** 17.9
Weeks Paid in Second Year -0.53 *** -0.22 -0.44 ** 33
Weeks Paid Over Six Years -0.76 -0.93 -1.72 *x* 319
Dollars Paid in Benefit Year -87 * -81 * -170 *** 3,228
Dollars Paid in Second Year -94 **x -39 -78 ** 600
Dollars Paid Over Six Years -181 -165 2333 * 6,031
All UI Programs®
Weeks Paid Over Six Years -0.78 -1.47 ** -1.92 ** 35.7
Dollars Paid Over Six Years 222 -293 * =375 »* 6,852

Includes regular Ul, Emergency Unemployment Compensation (EUC) and two spccial statc
cxtended benefit programs.

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

Estimates of the short-run impacts of the treatments on employment and carnings suggest that
at lcast two of the treatments--JSA only and JSA plus the reemployment bonus--increased claimants’
short-run carnings. For these two treatments, earnings impact estimates based on interview data werc
positive and statistically significant for the first two quarters in the year after the initial UI claim. The
carnings impact cstimates based on wage rccords for the JSA plus reemployment bonus treatment
were also positive and significant for the first calendar quarter after the initial Ul claim (see Table 3).

Employment impact estimates (not reported in the table) were also positive and significant for the




same period. The timing of these impacts suggests that they arose primarily because the treatments
promoted early reemployment.

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

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

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

(occupational skills) and on-the-job training did enhance trainces’ earnings.




TABLE 3

ESTIMATED TREATMENT IMPACTS ON EARNINGS AND POST-UI WAGES

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

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

*Data for this variable came from the interview.

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

demonstration by looking at bencfits and cosis from the perspective of claimants, the government,

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

In terms of costs, the gross costs of providing the three treatments were estimated at $169 per
claimant for the JSA-only treatment, $491 per claimant for the JSA plus training or relocation
treatment, and $299 per claimant for the JSA plus reemployment bonus treatment. Because some
reemployment services are already provided to Ul claimants under the existing service system, the net
cost of providing these treatments was lower: $155 for the first treatment, $377 for the second, and
$276 for the third.

The results of the benefit-cost analysis indicated that each of the treatments offered net benefits
to society as a whole and to claimants, when compared with existing services (see Table 4).° The
JSA-only and JSA plus reemployment bonus treatments also led to net gains for the government
sector as a whole and to the Labor Department agencies that actually offer the services--the
reductions in UT benefits outweighed the net cost of providing additional services to claimants.
Overall, net benefits were similar for these two trcatments, and the JSA plus training/relocation

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

POLICY ANALYSIS

The demonstration showed that the treatments tested in the demonstration could be
implemented successfully. Claimants who are likely to experience long spells of unemployment and
reduced post-UI earnings can be identified and provided with services early in their unemployment

spell, through the coordinated efforts of the UI, ES, and JTPA systems. Morcover, cach treatment

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

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

JSA Plus JSA Plus
Perspective JSA Only Training/Relocation =~ Reemployment Bonus
Society 581 41 565
Claimants 407 200 400
Government 175 -159 165
Labor Department 52 -219 45
Other Government 123 60 120

NoOTF: Entrics are net benefits (the sum of benefits minus costs) relative to existing scrvices.

led to rcductionﬁ il_'llhc lengths of uncmployment spells and to concomitant incrcases in carnings and
reductions in ljl bencfits received.  All three treatments offered net benefits to socicty as a whole
and to claimants, when compared with existing services. The JSA-only and JSA plus reecmployment
bonus trcatments also led to net gains for the government scctor as a whole and to the Labor
Dcpartment agencics that actually offered the services.

Ovecrall, these gencrally positive findings suggest that thc demonstration treatments represent
potentially useful reemployment policics that can be directed toward Ul claimants. Howcver, before
replicating these policies it is important to consider several other evaluation findings. These findings
rclate to targeting scrvices, applying participation requirements, promoting intcragency coordination,

and sclecting reemployment scrvices.

Targeting Services

Who should reccive services is an important question for any recemployment strategy.  The
cligibility definition used in the demonstration attempted to target scrvices toward displaced workers
who would experienee reemployment difficultics. In gencral, this objective was achicved. although
some individuals sclected for the demonstration presumably did not need scrvices because they were
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cventually recalled by their former employers. The remainder covered the spectrum of permanently

separated workers, from those who had marketable skills and needed few, if any, services to those
who faced major reemployment difficulties.

Analyses of the impacts of the treatments through simulations of worker profiling systcms
targeted exclusively to claimants with the highest probabilities of UI benefit exhaustion suggest that
this approach to targeting reemployment services is useful. Workers with high probabilitics of Ul
benefit exhaustion appear to benefit from the services--that is, UI benefit receipt is reduced for this
group and there is also some evidence that the number of wecks worked in the bencfit yecar is
incrcased. While the differences are not statistically significant, the UI impacts also appear larger
than the impacts for workers with lower probabilitics of benefit exhaustion.  This suggests that
targeting services on workers with high probabilitics of UI benefit exhaustion is a relatively efficicnt
way to provide services. Services are directed to a group of dislocated workers who can benefit more
from the services than a random group of dislocated workers, thercby gencrating relatively large

savings in Ul receipt for the given level of expenditures on services.

Applying Participation Requirements

The UI system requirement that claimants report for the initial job-scarch assistance services
appcars to have been an important clement of the treatments. Morcover, cvidence from the
cvaluation suggests that UT and ES staff implemented this requirement successfully. Individuals who
did not report and who continued to claim benefits were, in most cases, identified and contacted for
followup. Thus, these reporting requircments and the compliance process probably contributed to
the increasc in scrvice receipt and to the impacts of the treatments on Ul receipt and carnings. The
legislation authorizing the worker profiling and reemployment services systems currently being

implemented mandates such requirements.
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Promoting Interagency Coordination

An important element of the New Jersey demonstration was that it relied on the coordinated
efforts of the Ul, ES, and JTPA systems to identify eligible claimants and to provide ;hem with
services. To be successful, this coordination required strengthening linkages among thesc agencies
at both the local service delivery and central office level. These linkages appcar to have becn
strengthened in the New Jersey demonstration both through the development of an automatcd system
linking UI and ES and through the enthusiasm and ability of staff at the local and central levels to
work well together. Getting staff to work well together, however, required a high degree of
commitment and involvement by top agency officials and key central office staff. Similar cfforts arc

likely to be necessary in any futurc program, particularly during program implementation.

Selecting Services

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

Each treatment component appcared to contribute to impacts on Ul receipt and earnings, but
the benefit-cost analysis provides the strongest support for the JSA-only treatment. This treatment
offered net benefits to society as a whole and to claimants, when compared with existing services.
It also lcd to net gains to the government sector as a whole and to the Labor Department agencics

that offered services. Although the offer of the recmployment bonus generated additional Ul savings,
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it did not offset the cost of the bonus, nor were the gains in earnings sufficiently larger than thosc
from the JSA-only treatment to make a difference in the benefit-cost comparisons. Overall, the
JSA-only and job-search assistance plus reemployment bonus treatments had very similar benefit-cost
outcomes from all perspectives. The results from the New Jersey demonstration suggest that a
reemployment bonus offer does not appear to improve labor-market outcomes sufficiently to make
the combination of mandatory job-search assistance plus the bonus offer a more successful treatment

7

than mandatory JSA alone.” The benetit-cost findings also indicated that, because the cost of

training was high (even though a small percentage of individuals received training), adding the
training or relocation assistance offer to the basic JSA services raised costs to the government without
generating sufficient UI savings or taxes to offset these costs. However, these findings should not
be viewed as indicating that training should not be offered. Training, although expensive to the
government, may be the only option to improve the earnings of individuals without marketable skills,

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

"Findings from other demonstrations of rcemployment bonuscs that did not include mandatory
job-search assistance suggest that a rcemployment bonus can yield net benefits to society, but that,
from the standpoint of the UI system; the reductions in UT benefits generated by the bonus offer are
largely offset by the cost of the bonus itself (see Corson ct al. 1992).
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