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. Chapter I g *
. . INTRODUCTION .
e ’ : ) . .
The Need for an Integrated Management System %

The federal-state employment security system of the United States,
consisting of the U. S, Employment Service (ES), the Unemployment
Insurance Service {UIS), and the 54‘gtate.and territorig?’employ-
ment security agencies, recently celebrated-its 40+h birthday.
During its history, the system has assisted the nation in coping, .
with the problems of the Great Depression and other less severe . 3
economic recessions, has supported the recruitment and rélocation
of manpower during wars and has played a significant role in the

- conduct of manpower development and training programs.: Through-- v

-

out this history, while the system has responded to changes in
national needs and national priorities, the ES has continued to
perfeorm basic labor functions and the UIS has continued to adminis-
ter the upemployment compehsatiOn system, both in accordance wi e .
the original mandates of fhe Wagner-Peyser Act, . "

In recent years, the governmeni has developed a number of alternate
structures for performiné many ©of the ancillary functions which
accrued to ther ES and ULS over the yeats. The employment security
system has been directed to focus its attention'more directly on
the services to employers, unemployved persons, and job seekers

than at any time since 1960, Even within the somewhat narrower
scope Of activity, the system expends approximately $1 billion

' per, year in administrative expenses, exclusive of unemployment

compensation costs.

. L o ' -,
‘At the same ‘time’ the' administratién has reguested that improved *i.

management! and' funding allocation methods bhe developed and applied.
The UIS has developed a cost model, based (implicitly) on the
concept that the UIS is a factory with meagurxable and concrete .
inputs (employer contributions and claims), concrete outputs
(monetary and nonmonetary determinations, checks, and employer

tax statements), and clearly definable production processes which
can be optimized. The cost model is used to allocate UI funds
based on expected workloads and staffing requirements derived

from estimated minutes-per-unit, taking into account differing
legal and administrative reguirements in the djifferent states.

The cost model has been accepted as fair and reasonable by the
states and by OMB for funding allocations. ] T
< s P

_ﬁhile the ES hﬁs developed a performance-based -allocation method and’

a number of management todls, the ES does not yet have a compre-
hensive management and pudgeting system which is accepted by OMB - i
and the states., A major reason is, of course, that the ES problem

is inhérent1¥ more complex. The ES has undertaken two igitlatives,
both currently incorporated as Presidential objectives, to improve L
funding allécation methods and management processes. ) .

-

T,

s
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The first of these is the Balanced Placement Formula (BPF). First
introduced in a limited way during the latter part of FYy 1973,

o

". &he BPF was applied nationally in the allocation of ES grants for

FY 1975 and, with research-based rEV:IéSJ.OnS, for FY 1976. “The

formula is- desigred to measure performance of each State agency

during the® most recent period for which data are available and to
alldcate funds for the operation of the agency, based on this
perfa;mance." (BPF FY 1976 Handbook , p.1l) ) .

The second is a résearch and deVeIOPment program to develop per=-
formance standards for the ES.? This volume reports the methods
and techniques developed in the first phase of that program. As
stated in the original Request for Proposals: s

The primary objective of the demonsfration project is to _develop
valid performance standards for Job Placement activities and the
Placement Support Service functions. These standards will be
used to reflect the effectiveness and the efficiency levels at
which the*® various placement and support fupctions of the ES should
. be performed with consideration to both quantity and quality; +o
design a.feasible system of methods and procedures for using such
medsures to &ssess the performance of state agencies in performing
activities relative to the standards:; and to design a system for
the periodic revalidation of the standards.

- After. the project was started, BPF resear®h was added as an
-explicit component. The resul s of the combxned reseanch form
the basis for the present report. _ ) -
The best summary of the éurrent_statds of the BPF and the per-
‘formance  standards development .is contained in the BPF FY 1976
Handbook, in a discussion ©of future directions for lmprovement,
. Parts of which are extracted ‘here (pp. -8-10):

® The formula may well be based in part on past performance and on
potential for.serving clients during the budget.year. Research
is expected to be carried out on ways to measure such potential
validly, based on available resources. A major 'need is data on
new hires in all industries instead of merely manufacturing. The
. allocations would be contingent in part on experilence of the State '
in atfaining the projected potential in each quarter of the
budget year. ,
-
Perforimance of each State may well be measured aghinstl standards,
for the State, instead of agaiﬁst national experjence [{or average)
The ‘performance standards’ project now underway gnd ong planned for

the immediate fut.u.re are expdcted to e methg¢dology and

.-
=]

*

o Considerapion ray be givén to qrduplnngtates according te simi-
larity of size and homogeneity of environmental factors, as an
interim replacement for national average. This was attempted
for FY 1976 but suitable guidelines for valid groupings of . —
States are not yat availqble. 6
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@ External factors affecting productivity of State agencies (instead
of or in addition to unemployment) are likely toc be built into
future formulas, based on currently ongoing and projected research.
Pactors being considered include characteristics of job seekers,

- industrial mix, occupational mix, growth-in employment, labor. market
L conditions; size of or force, and the like.
¥ ‘ - .
6 Guidelines will likely be provided for applying the -Balanced
M) Placement Formula to labhor market areas and to local offices on a
v quarterly basi to detect strengths and shortcomings and to

indicate correctiive actions neaded.

State, regional and nat;oual ES administrators and managers have

. generally accepted the concepts of performance standards and of a .

© performance~based budgeting system, and they have sSupported .
improvements of the type described above, intended to correct for
perceived inequitie$ and inadeguacies of the current BPF. To fully
‘realize and utilize their potential, standards must be developed
and applled in the comtext of an integrated management sSystem
concept, whith relates butput standards not only to budgeting but
“also to performance evaluation, the diagnosis of the causes of poor
performance, and the development of performance 1mprovement plans.
Many of the needed elements of an integrated managemént syStem ;

| eXist or are under development - output standards, input standards,:

I méthods for analyzing local office locatiop and management practices,

and ;?e existing self-appraisal process. : :

The gurpose of this volume is to set forth a conceptual framework for
an integrated management System, to describe the elemen®#s of such

a system that can be eff1c1ent1y developed in the short gun, and

to present methodologies for developing and using eleménts not
documegted elsewhere. - :

. f

. o Chapter I1I presents a conceptual framework for the
- development process.

o Chapter III discusses alternate methods for developing
models for projecting ES output (placement) performance.

adjusted for the influence of exterhal economic and . g
other factors; and refining performance-based fund R
allocation System (BPF). Methods are presented for w
using the results of such models to: ’ (ﬂY
- S

a. Col te expected ES performanée at the 1ebor area
. level and to Set output standards. 7 '
b. Simulate ES system response to changes in economic
conditions and budget 1evels.
* c. From differences between actual and standard
performance at labor area level, compute weighted
, ) . sum to obtain a state sSummary score of actual -
' performance compared to standard.for BPF allocation. .

) ¢
3 ! ¢
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d. As a byproduct,, calculate and print funding alloca-

. tiong, including performance-adjusted supplemental
alTocations. ,

) o -
® Chapter IV provides detailed methods an plans' which can

. be used to develop input resourqh'utl ization guidelines. ‘ .
Spec1f1c elements ares , ) //f ,

i

a, Sampling to develop input models based on resource ’ v

utilization patterns of areas whose output performance .
is high compared w1th standards adjusted for éxternal .
factors. - . ' .
R _f , l " +
b. Measuring stafﬁ,tiqe utilizatiOn, service percentages
and key quality factors.
c. Ana1y51s of data to develop initial input Btandards . 3
for different’ types. of labor areas.. '

.d-- Aqgregating and disaggregating 1nput standards for
local, state and national use. =~ - =

@ Chapter V returns to the theme of the 1ntegrated manage-
ment system and discusses the need to refine' the system .
for performance evaluation and improvement. It contains
the following t0p1cS°' .o

a. A 3chedule for deve10p1ng 1n1t1akAoutput and input
' standards during, the next year. ] R

b. The need for validation and. revalidatLOn of performance
‘ standards.- b ‘ :

' " e, leitations on performance- standards and future e
development needs: od N - //“
L - » X .

It should be noted at the outset and borne in mind throughout
that. the primary focus of Chapters III, IV, and v is upon
specific steps that are bélieved feasible- for implementation in -

the short run (i.e., within a one-year time frame), to .improve - .
ES management systems. The #deal long range approaches /and the . '
limitations of recommended short run steps are presented in. e e
Chapter II. The' steps recommended in the remainder of the volume S e

are designed to permit the. development and implementation of new
approaches by the beginning of FY 1977, given the current state

of knowledge, while at the same time beginning a major evolutlonary
process that may take several yéars to complete.

e
- -
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\ . " . CONCEPTUAL FRAMEWQRK U

{
The U. S, Employment ‘Service is an organization .whose overall
v " mission may be described as providing labor market services and
- - information to individuals, employers and otHer orgarizations.
: . As noted in the Introduction, the specific purposes and objec-
» tives of the ES within this general mission have changed from’
| - time to time and may be expected to.change in the future in
‘ ~response to national needs and priorities. Yet at any given
point in time, the ES consists of a bundle of -organizational
and staff resources that must be managed to meet current objec~.
. tivg§. The problem is to define the elements of an integrated
) management system such that the system itsel? can remain relatively
.. " stable and provide tools forx, management, not only in response to
+ - a specific set of objectives but also in response to changes in
_objectives. . . ;
For present purposes, the basé; framework chosen is thag of the
ES as a labor e€xchange whose basic functions, processes and
classes of outcomes, are assumed to be relativedy constant over
® time. The discggsion of the ES labor exchange functions is based
’ upon two-assumptions which are fundamental ‘to the development of
the. intégrated managemeént system mdgels and methods presented
> subsequently in this volume. - '

-
L}

——
LY

First, the ES is a federal, state and local system, with each

level qenstituting a subsystem having appropriate roles and

N functions. ' Second, the labor exchange (and related) functions
exist only at the labor area level. " By definition, a labor area or
SMSA 1s an integrated soclial and economic system constituting

. the relevant economic and sodial environment within which ES
labor exthange functions are actually performed and ES services
delivered.* ' : _ v

3 oo "

* Therefore, the federal and state levels of tHe ES system exist
only to perform suEEortliunctions (funding, intgrpretation of
policy and law, training and technical assist , Management

.. +2nd evaluation) whose effect, however crucial,/c only be

‘ﬁgasured in agtual performance at the labor area level,

Within this context, the definition of specific purpgses and

objectives implies a series-of related research and analysis

steps that would be required to define specific configurations’

v of ES resources optimally ofganized at the labor area level to
meet those objectives. As ‘an interim step, it is possible to
de¥eldp tools for measuring how effi¢iently ES resources are '

.  being utilized to meet the current constellation of (loosely

o defined) objectiwves. The chapter discusses each of these
subjects in turn. -

A

- " ¥ as used in this report, the term "labor area” is synonomous with the term
"SMSA"™ (Standard Metropolitan Statistical Area)r which is a defined labor area
. cof‘;s*isting of a central city with at least 50,000 population and.surrounding
O . counties. Much’of the data needed is not regularly compiled for smaller areas.

ERIC .. s g

Toxt Provided by ERC
——— - “ . L e ]

|3




-y

’ .

. . ’ . [ kX
Overview of ES Labor Exchange .Functions - .® ¥

Ll

3 convenient model of the ES at the operational, level is.that
Figure 1l .on the following page *
provides an.overview of the ES labor exchange, function, shgwlng
. 1 ] T
l.1 External EnVLronment '
The external enV1ronment of the ES 1abor exchange at the :§
conditions over which the ES has little ©or ne control:
growth, unemployment’, industry mix and labor force
-on. the diagram by the errows, the external environmental
factors aré hypothesized to impact on every "aspeg )
Qr i

of a production process. )
. generallzed inputs, processes hnd outputs. - .. e
PAREN o
. .
. labor area level’ ' includes all the economic apnd .social ~
.- ‘composition, alternate placement channels. As indicated
activity, from détermining the size and pgmﬁ@éi

* +  of the pools of job seekers and job openings*@gﬂm, .EE
) the ES 'draws its usgrs,'to affecting the success of‘ 1
ES in producing outcemes. '

:
"
10 - v .

Internal Environmeﬁt

3

2, . .
ES performance at 1abor area’ level- may be constrained *
by factors that arelinternal to the federal-state system as
. . .-a whole, but which are not under the contro} of local’ ES

. manpgement. policies and laws, history, management
structires, human and physical resources. ' The elements/
of the internal environment affect the 1dentificatlon E
processes {(and therefdxe thé composition of available
users), theiservice technlques, and ultfmate?& the quantity
and quallty of ES outputs. .

+ - _&;. T v

3.W£Potent1al Users 6f ES Services and Identification Processes
In. the absence of clearly deflnea objectiVes, the. potential
: ' users of the ES include all job seekers and all available
: Jjob openings in a given labor area. A variety of identifi-
cation processes results in the registration of applicants. .
and the listing of job orders. from the potential pools.
The BS does not necessarily at ;empt.. to register all job
" seekers nor £o list all job openings. The specxfic subset
sought and obtained and the processes used vary with changes

p in ES objecfives, laws and policies, and tesc@rces.
¢

-4,

L L

Production Processes ’ ?

¥ ! £

’ il

The ES attempts to match -available applicants and job
openings through a variety of technigues which can be
called production processes. The categorization in .
. Chapter 1V of this volume 'identifies 13 discrete,
x measurable placement and placement support.functions °
{(which include identification. processes)}. These processes
~ both.utilize ‘existing state-of-the-art and labor market
information as resources to the placement process and
(potentially) contribut&‘to the development of thesé

ERIC B SRR TNT N :
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The outputs from the system can*‘be classifzed into two '; . f

categorles for practlcalnreasons. o—
vl

a.’ Applicants placed and job openings filled’- /

- These two types of outputs, including sub-ciasQES 4
of each, are-the only ES outputs which are currently
measured on a regular basis, As two sides of a coin,
both measures indicate-the cgmpletioh of a man-job
matching transaction and therefore indicate positive,
concrete results from the. ES production process, even
though only limited data exist en the qué&lty “and

e

4

permanenge, of eacCh match.~ ' o A

Other ‘short-term and long—term outputs'related to
applicants and emplcyers T, :

Short-term outpnts. iMiproved vocational preparatLOn
or vogational c¢hoice, better:“job search ‘techniques,
bettef labor market information, better ]ob aescrzp—
tzons, etc.

.
~ " e

’ -

Longhterm outputs.,

increased lifetimg earnings or

incbmes, reduced unemployment’,

higher productivity,

t A

anreaSed famlly stablllty, enp . - -

the (rglatlver-expens;ve} followup data,and control

,I.group data mecysiary. to measure. the nonnplacement

xzst&ngrdata Cbllectlon and reportlng systems lack\

outputs.and % &est;mate 1o -ruﬁ effectlveness of "
placedent fe12e§d.outﬁhts.n? . //' b . = .
. . . vr, - * . - .
. To be truly cOmpEEhenSLQ and,ccmplete, an_integrated management
K . system should be based u§0n a model of the ES system that
oL completely 5pec1f1es all ob3ept1ves, quantifLes the potential ,

. for ES services in each labor area pu suant to those objectlves,
defines ‘the optimum®onfiguration of' Hesources to meét that
potentlal, and measures ald. ES outputg _%', - . ; i N

1 3 : : ’, T
In concept, such a model could be.dbveloped from a series of '
.hypotheses relating to each and every,cagsal llnkage lnglcatea
by an-arrow in Figure LI-1l, and would consist. of a seriés of t -~
structural equations describing the.hypotheSLZed re;atlonshlps. ,
-F;gureéII 2 lists some ‘0f the hypothese& that shoulg@-provide . - -~

- the b Qs for constructxng and testing a model -that relates °’ o
' RSN : ) e .
. %?r? 1:2 ',: G ' NN Lo 4
. 8 R s ! v .:
o “ : . ; - {
0 .t - % : .o b
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environmental factors to ES output performance. n all candor,

we must admit-that the table of hypotheses was congtructed

after completion®of the statistical analysis, not bhefore. .

Therefore, some élements of the tegted model are afi variance ~

with the hypothdses, and the}sgzif§tical-resurts presented in '

this report are tonsequently ddficient. Even 'so, the limited -

results presented and the hypotheses'stated provide the basis

for future development of the model. ‘/

. - e - i 4

_ " In preparing this ‘report, it was not possible to fully'@laborate

- the structural model.and a detailed plan for developing ite
Therefore, -Section B merely outlines some of the research that
would' be necessary to develop such a model,; for the purpose of

oL identifying some of thé practical limitations_of our' recommended
P short~run approach impoged by constraints of data, time and ’
’ " resources. , AR N
- i ..\ . . - e ~
. B, - An Ideal Development Program . . o Filg
bl - ~E, e

-, . ¢ I1deally, there are three hlerarchxcal levels of research wh;qh
could and should be performed. The highest level guestion Ais,
should there be a-public agency involved in the labor exchange
function, and if so, how should it béﬁatructured“falong the . .-
lines ©f. the exlstlng publi¢ employment Service or along other : f
. lines)? At - -the next level, a researchablé questign is, ‘given
- that we have an ES, is.it operating in a cost-~effectivg'manner
.- to reallze agreed-upon objectives? At the bottom” level;“given
at we have an ES but only limited indicators of its effec-)
tivehess, are there any tools which we can use to better project
performanoe, .allocate resources, identify areas of.poor perfol
mance, ‘diagnose the. -causes and develop performante 1mprovemen§ /f .
- plans° R - . |
If one were to assume the need and start from scratch to a
establish a public agency to perform labor exchange functions, .~ &
‘or ‘to redefine and redirect the ES, one would follow the steps
- . implied by the dlagram on the following page. .

+

1, First, one would define or clarify the mlssions, purpgses,

' ) and objectives of the agency+ The objectives might include

. correction of 1nequ1t1es in the labor market, improved
quallty and availability of labor market 1nformatlon, . .
reduction in .unemployment, etc., all of which have been
objectives of the ES at different times with differing .
degrees of emphasis. The definition ‘of objectives would

: be used to define specific target populations for serv1ce,
service modalities, gnd agency functions;

. . ( " : . - . .; i
3. . b’. -
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2. The second step would be to chduct a thorough and
detailed analysis 'of the-pdtential market for each .
function and 'service of the agency in each labor A
market. .The.analysis would take into account the
existence of alternate p it and private agencies

. fulfilling one or more of the objectives, and the

P probability .and de91rabilltz'of competing sucgess-

' ﬁa »* fully with eﬁch existing agencies. The Tresults bf

- ~+ the analydis would indicate what geographic markets

the public ageney (ES) should.attempt to serve, what
N ' segments of these markets should be pursued and what
' the maximum potential wodld be' for achieving each
objective in -each market. Resourcas could then be
allocated (or reallocated) and specific techrdiques
could be developed {or ref1ned3 to achieve maximum
performance in relation to the expected potential. -

3. At the same time, a management system would be developed
(or refined) to permit measurement of actual performance
in relation to potential, to assess the efficiency with’
which resources were utilized, to gqbpare regular evalua-
tions of the cost-effectlveness of the agency in relation
to each objéctive and market, and 40 provide the basis
for reallocating resources. This system would include
several types of evaluations (polié¥, program and opera-
tions). As’ the system developed, Zpecific standards
would be established for output performance and for input
‘resource utilization conflguratlons in support of each,
output’

Implementatlon of such a program would require 51gn1f1cant

amounts 'of time and resources. Precise definitions of ES

purposes and objectives do not exist, ‘and baseéd on recent
indications* such definitions will be a long time coming.

Little market analysis has-been attempted to define ES

potential in labor areas, in part because relevant data on

labor -force and employment does not exist., ES service
techniques have often béden studied and "evaluated", but

never in a comprehensive labor exchange model that could

permit estimation of the partlal contribution of é€ach serv1ce
to measured outputs. ,And no ongoing system exists for
measuring, long-term ES outputs, a necessary component for

an evaluation system.

'\ ' - .-I CRERN, )

. . \ ‘.
*Curtis C. Aller, et al , An Employment Service Research and Development
. Stx':ategx, {Center for Applied Manpower Research, March 1975) esp. Chapters
III and IV; and the presentations and discussions at the Joint Conference
-~ Of the Manpower Administration and the Interstate Conference of Employment
Securify Agencdes on "The Role of the Public Employment Service 1975-1985",

Chicago, April 22-24, 1975. 16 .
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C. An Approach

¥
.

. : 11

In actual practice, it may Tequire 3 to 5 years to develop,

a truly comprehensive, integrated management system with all

components rigorously specified, thorouahly researched and _
tested. In the meantime, the ES is cOnsumlng resources : - y

at the rate, of about $500 million per year, is experienc;ng
" reductions in real annual resource allocations, and is under )
.intense pressure from OMB to improve its operations. It is . .o
clear that the ES should not wait to begin the development of

such & system, nor should it delay implementation.of such

elements of a system as may be developed and validated in the

interim. The next SECtLOn of this chapter outlines reFommended ‘
interlm steps.

-

¢ ‘To meet immediate neeﬂs of ES’ executives for improved methods

of budgeting, pro;ecting performMance, and developing per-
formance improvement program$, a phased development program
should be undertaken. 'Program objectives should be defined
at each stage of the process to produce useful results
immediately, while setting the stagg fof refinément and
improvement ,in the next phase. The initial phase would:
‘u;iilze methodologies developéd to date to meet needs in the

rt-run, while. at the same time developing oY reflnlng
method010g1es for a next phase.

b .

A COnstellatlon of exdsting ghort=-run needs which must be met \
within the next fis year revolve around the establishment Lo
and utilization of standards for ES output performance and for
input; resource utilization. It would be fdesirable to set such
standards taking into account reliable estimates of .ES potential
and the results of the evaluation of the ability of the ES to .
realize that potential, but such data will not available.
The diagram on the following page indicates specific develop-
ment® steps which appear to be feasible to undertake, complete
and consolidate into an integrated management system during the
next 18 nonths.

i
i

J‘
’

We recommend.fhat the process begin by setting output stasndards
or norms baséd on average ES performance as measured by
. indicators of ES effectiveness derived from extant measures
.'of ES performance. This approach has already been used in the
funding allocation process. for FY75 and FY76, where the BPF
measured the performance of each state as compared with the -
national average. For the next step we recommend computlng
adjusted performance averages at the labor area level. Extarnal
economic and policy factors would be used to adjust the average
for each labor area and to calculate expeécted performance levels -
accerding t0 the methodology described in Chapter III. The
adjusted performance averages would be the basis for output
standards or expected performance levels.
v # ﬁ
=) - .
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ES Intgirateli‘ Management System

'Y Pigure II-4
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. - The standards could be usged for several purposes with actual '

- . . uses at any peoint in time depending upon Stage of development
. " and level of acceptance: :

~ A ¥ ¥
«1. Differences between actpai and standard performance
' ‘%4 - identifi specific labor areas exhibiting substandard
W * performance and indicate.where other dimgnostic
M tools ghould be. used to identify the causes of poor e 9
perfogmance, e.g., input standards. . '

2. The\differencep provide the basis for developing (

input resource utilization gtandards (minutes per

. - ' . unit, service ratios and ke quality factors) by ) w
' permitting the gréouping of drxeas into high, medium

. : ' and low performance categories {adjusted for external ) K
' factors) -

. \. : . R .
3~ Por annual budget allocations,xthe ratios of actual ’ '
.performance to standard at the labor area level would -
be combined through.a weighted averaging procedure“_

t ! to yield a s;ngle performance scoye for each state. j
The state score would bé used in #he annual funding T -
allocation process, in a manner similar to the current
BPF, or for allocating’ supplemental’resources.

¥

4. The method for calculgtlng expected performance could

. be used to estimate the performance increases to be
achieved -thxough optimally allocated %upplemental
resources, by labor area, state, and/or national total.

In sdmmary, 'the recommended initial approach focuses upon the
.pkoblem of getting a better understanding of “what i%",; what
“factors affect ‘the current operations of the ES, and what-ways
can be found to'improve those operations.. It defers questions
, abqut "what byght-to be”, but permits incorporation of the
-answers to such -questions when the answers are available in
the future. The remainder. q§ this volume describes the specific
methods for developing and ing output and input standards,

ihcluding alternate, methods where appropriate and the limitations
on.the results imposed by the current stage of development.

‘ 4

.
a
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ChapteE III - .

) R : ) o
- METHODS FOR ESTABLISHING AND USING .OUTPUT STANDARDS

A, Introduction

v 1. Practical Definitions-:-of Output Standards
, = - i .
Output standards have two primary uses: in the performance-.
"based budgeting system, they can be the performance norms
. " against which actual performance is measured; in pérformance
evaluation systems, they can setve to identify low perform-
 ing areas where other-diagnostic tools may be applied to
Lty isolate and correct the causes of poor performance. ES
' .output standards were first introduced in the Balanced
Placement Formula. The development and appllcatxon of the
BPF was gulded by one central assumption: .

-

.

The basic consideration which has dictated the
" i _content,-  organizatior, rand structure of the BPF
- for FY 1976 1is that placement ip 2mployment is
Ky the tentral mission of the Employment Service.
' Hence, the formula consists entirgly of measures
of placement of job seekers and of thé filling
of job openings: (BPF- Handbook, “p. 11. )

& - L]
Pursuant.to that assumptlon, the BPF for FY 1976 consisted
of some 30 placement (output)-qelated performance ratios .
reflecting guantitative and gualitative ‘aspects qQf the -
placement process. For each of the ratios, an output stan-
dard was established - the national average for the ratio -
and the performance of each State was c0mpared to that Lw
standard.

~ -

Common sense and theory/, h0weJEr, suggest that it is’ not
reasonable to expect all ES agencies to perform equally,
because they operate under~different environmental conditions .
that affect performance. . Also, as cited ‘'in Chapter I, the
BPF Handbook also suggested the need for other methods of ¢
setting state output standards, including the reflection: of
size and environmental factors.' A conceptual framework was
- presented in Chapter II where (in theory) estimates of ES
performance potential could be derxved from a knowledge of
specific dbjectives by examining the labor market, the job
market and the existence of competing igstitutions in each
labor area. Such an ideal model ¢ould yield specific
performance norms that would be standards for the area. )
_ Given the current rcalifies it is not-possible to develop
N such norms in the short run,. v

. dr ﬁ" 20
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With certain assumptions, howevVer, it is possible to devélop
dutput standards based on estimates of ES output achievement
which are reasonable, to.expect given economic and soc1a1
conditions: .
) » ) .
1. Assume that output standards should be "norms" '
or "pars" tbat are attainable by ES management
of average quality. .

2. Assume that average performance of ES organiza- .
tions in similar labor areas and under Similar
economic conditions is an adequate basis for.
setting. the nogms. . - =

3. Assume that the net effect of external and inter-
nal environmental conditions on ES output perform-
ance can be measured direcfly (without a complete .
model of causality) with ficient accuracy and
validity. for purposes of luating local ES
performance and allocat1nggresources N

The type of output “standard Whlch can currently be .developed
can then be stated as follows:

A ~
The output. 3tandard ise an expected average level
of performance based on average performance of- -
similar labor areas, and attainable by management -
of average quality, taking into account external T
social economic, policy 'and law factors. -

-

For the future, it is appropriate to pursue the development
of measures of ES potential that would lead to performance
norms that are sounder conceptua ly than those based on
averages. In the meantime, the "“average" is known to be
attainable. In actual uge, for certain purposes, it may be’
desirable ‘to set the actual "norms" at some percentage higher
or lower than the average, i.e., to 'reflect "standards of
excellent performance”" or "minimum acceptable level of
performance." Because these are based ©®n the average, and
because use of such variations depends Entlrely\on management
purposes, the balance of the report refers only to output’
performance standards based on expected averade level of

performance adjusted for labor market conditions and other
factors. R4

Such standards can begin to be establlshed using exlstlng
‘soutces of data and technigues. Although the specific form
of the output standards may vary somewhat depending upon the
methad used to develop standards, in general, the goal would
be to develop standards for each labor area for each of the
1nd1cator§ used in the fund1ng~allocatlon process.

Table III 1 on the following page shows the FY 1974 national
averages for each of the” performance indicators used in the
FY 1976 BPF. To use standards in funding allocation would
requ1re'a standard for each -labor area for each indicator.

) g 21 & /
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Table IIXI-1, FY 1974 National Averages of Pé}formanceu

Indicators Used in the FY 1976

: . INDICATOR '

-

Quantitative

Individuals Placed per MJL-Yéar Worked {IP/MY)

Placement Transactions per Man-Year (P/MY)

Hew Applicants and Renewals as 'a percent of the :
N er Unemployed {(AR/U)'" - .

Ind1v1duals Placed .as a Percent of New Appllcants
and Rénewals (IP/AR)

Nonagriculturral. Openings Received as a Percent
of Employment' (OR/E) -

'Nonagricultural|0pen1ngs Filled as a Percent of

Openings Received (OF/OR)
Agricultural Openings Filled as a. Percent of
Openings Received -~ -

Qualitative , - . L

Target Group Individuals Placed as a Percent
of Target Group New Applicants and Renewals:

Veterans ‘
Minority :
Poor

UI Claimants
Migrants XFY75)
Women .
Handicapped
Older Workerg
Youth

Ind1V1dua15 Counseled .as a Percent of New :
Applicarts and Renewals)

Counseled Individuals Placed as a Percent of
Individuals Counseled

_Openings Filled as a Percent of Openings Received, by:

Duration: 1-3 Days . _
4~-150 Days , v
Over 150 Days® o

Wage Rate: Urider $2.50 ,
$2.50-3.39 ’
$3.40 and over

Occupational Level: I
' 11
. IIY

L} R Iv -

o , v 99
VI
‘ 19

BPF.

AVERAGE-

139.2
$284.3

80.1
26.6
10.0

'62.3

96‘2ﬁ

27.3
33.7
37.3 .
14.8
45.8
25.4
28.0
17.7
33.7

5.8
23.1

95.0
28.2
53.1

71.3
52 5

47.8
55.1
60.2
64.5
88.5
79.8
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e The 1mp11catlon3¥of this requirement are discussed in
) o Section B with respect to alternate methodologies. For
other purposes, hdwever, fewer 'indicators can be used,
because .previous research shows that many of the 30 BPF
measures are highly interrelated {(see Volume 2 of this
= report for details) and therefore are not. independent
ind}catorf_of perxformance.

~ ' 2. 'Measures of ES Performance and Environmental Factors

Research completed to date has identified a number of
and intefnal environmental factors related to '

‘easures?gf ES performance. This Section summarizes
1ts - (presented in more detail in Volume 2, Chapter II)-
st1ca1 .analyses performed to date, presents tables

f analyses at the labor area level, identifies
gaps in the tests performed to date, and suggests additional -
tests that should be perforpmed in deVeloplng the model.

Statistical analysdis results are presented in the tables on
the following pages. .

3

+

An important criterion for selecting the specific recommended *
performance measures and environmental factors was that the

data are available from existing secondary sources -~ ES data
systems or DOL publications -- and do not requ1re primary

- - data collection.

3

(In the research conducted to date, data were used for all

- states; at the labor area level, however, time an@ resource

. _ constraints permltted\assembly of performance data for only _ I
80 of the 150 major labor areas and precluded compilation
of man-year resource data, because these are not regularly
reported to the national office for sub-state areas.)

,a. Measures of ES pPerformance
| . LY * N
Performance indicators in current use by -the E§ consist-
of bLoth “qﬁantitative“ and "gualitative" measures, the
latter consisting of measures of service to specific
‘target groups, gualitative aspects of job openings
filled, etc. The following discussion-is confined tb * R
) guantitative measures, with gualitative measures deferred
‘to Section B.3. ‘
) -Three measures of ES performance are recommended for use . '
as the key pérformance -indicators. These three measures
were Selected because the indicators are not significantly
affected by state br local policy with respect to applicant S
[ reglstration or order taking, because the data can be - -
verified, and becaus€ they represent key aspects of the_
labor exchange function,

Tw
-

5

{1} Productiyity: Individdals placed per man-year
. - % yorked ‘(IP/MY) ,

We recommend this as the key indicator of the N

¢+ efficiency with which ES resource" are utilized, °
‘given data available from ES data systems.

: 20
23

‘4




Table ITI-2

Selected ES Performance Measures for thé Pirst Half of FY 1975 and'

External Factors at the Labor Area Level fOr B0 sMSA's and 48 Balance™

of-State Areas:

o

L3

* Dummy variables.
size class.

N

Mean Standaxd Deviation
* Performahce Measures: i
‘ . ] N
Individuals Placed as a Percent of” . .
MNew Applicants and -Renewals” 22,89 - &?.84
Openiﬁgs éilled as a Percent of . . 3 Co -
Openings Received ' 67.29 - . 10,77 -
gmdividﬁals Placed as a Percent of the .
. Number Unehployed 76.02 51.91 ‘
Openings Filled at a, _Percent of : \ .
™ Nonagricultural Employment 3.52 . 2.51 o
Explanatory Variables - :
Rate of Crowth of Employﬂent ) )
10/73 ~ 10/74 3.38 5.08
-k -
Area Employment "as a Perdént of _
National Employment, 10/74 .78 W77
Area Unemployment as a Percent
of National Unemployment, CY74 +18 .85
Unemployment Rate, CY74 » 5.39 . T.71
Percent of Employment in: .
Construction . . 5.70 - 1.79
\ - Hanufacturing_ . - 23,48 10.10
GOV&r'ﬂIEE'nt » 19 . 0:{ * 6 . 90
" UI Claimants as a Percent of .
. New Applicants and Renewals . 26.15 . 14,60
Size Class:*
Over 3 Million .- - .023 0152
1-3 Million . T .070 257
Under 1 Million .531 .501
Balance-of-State 375 486

Mean indicates percent of the 128 observﬁtions in.each

=
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‘Table IXII-3

y - the Labor Area Level for 80 SMSA'S and 48 Bslance of State Areas. o

Selected-ES Performance Measures for the First Half of FY 1975 and External Factors at -

) < :
i Correlations between Performance Measures and Explanatory Variables
Do . | Performance Measures L )
o Tndividuals Placed »” — Openings Filled
as a Percent of Openings Filled Individuals-Placed as a_Percent of
New Applicants and as a Percent of’ - .as a Percent of the Nonagricultural
Explanatory Variables Renewals Openings Recejved Number Unemployed Employment
Rate of Growth of Employment . ‘ - . UL
10/73 - 10/74 .279 .359 .328 L4440
Area Employment as a Percent of ‘ T . : .
National Employment, 10/74 -.066 -.114 -.284 -.246
Area Unemployment as a Percent : . ’
of National Unemployment, CY74 - 046 . - -.039 -.357 -.203
Unemployment Rate, CY74 -.118 016 -, 497 i -.,060°
Percent of Employment in: .
Construction - .150 1713 +262 LA43
_Manufacturing -.308 -.195 -.331 : -.350
Governnent - .265 .365 0 612
UI Claimants as a Pércent of ’ "
New dApplicants and Renewals =-.543 -.336 -.359 -.348 ¢
Size Class: % _ ;
Over 3 million -,006 . ~,085 . - 124 -.093
1-3 Million -.066 ~-.233, Y -.181" -.163 + /
Under 1 Million -,196 =284 -.139 - -.213 J
Balance of State .239 42 278 ¢ . <397 X
A ‘.
3 » “
L)
L ’ . o =
- - v 7 /.-
) :
s e . J‘ ) N
e

-
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Table III~4 ‘ L
Matrix of_Correlationshﬁmoﬁg Explanatory Variables used in the Analysis of;External Facforé
on ES. Performance at the Labor Area Level for 80 SMSAs and 48 Balance of State Areas A
1 e o o v -
Cé}félations X '
’ . a L ‘( te L B . - '
Explanatory Variables . (2) (3). (ﬁj {5)  (6) (7). (8) €9) (10) 11y (12)
(1) Rate of Growth of Employment . il - . ‘ ’ . T T )
10/73 -~ 10/74 -.067 ~.010 .089 .300 -.252 .422 ~-.091 -:130 -2139 -.539 .670° .
(2) Area Employment.as & Percent of N Coe -W,j(, . . '/ : ,‘
National Employment, 10/74 .930 158 -.275 7 (192 -, 124 ,035 .700 ,290_ -.459 .102 .
o - * ;- - ﬁ - i & T - - I
(3) Area Unemployment as a Percent ° . . . , -
of National Unemployment, CY74. ' . V422 -,295  .189 -.055  .043 593 282 -.491 .172 e
(4) Unemploymert Rate, CY74 *. -.237.-,001 ,036 169  .069 .092 . -.148 -.083 /
Percent of Employment in: : - L "_ ’
(5 - Construction X .=.484 .468 -.148 -.180  -~.086 ~.068 .172
'(6) - Manufacturing ©.-.478 251 023 -.103 -.002 .050 . -
(7)  Government . ~.201 -.108 ~.056 ~.306..376 ° |
(8) - U1 Claimants as a Percént of L ‘ . N ) S ) -
New Applicants and Renewals . -046 ;020 .013-.038 . . -
. r - R @ﬁ_\ v ‘G" ’ .
. Size Class: ) . - . L A
{9) ‘Over 3 Million v - i -.043 ~.165<.120 .
‘10)  1-3 Mil14on : CT L -a293-.m3 '
(11)  Under 1 -Million . \ L. : -.825
+ - ey - . —
. | : -
(12)  Balance of State - ‘ . 1.600
4 ’,-:. //"’F'_.. g
—_— ~ 4 a e -
’ F ! *
» . ¢



was a Percent of

R N = 2 ' A - )
£ B ' - Tﬁb'l& III-s ‘h £
*
; Summary of Regression Analysis of External Factors on Sel é;ed ES Performance Measures at !
the Labor Area Level for the First Half of FY 1975 for 80 SMSAs and 48 Balance of State Areas ~
. oy, Regressj.on Coefficients (b) 3 T ,
. v BETAs (B) ‘ . . ) - -
. : L. ) e Peroent of Variance Explained by Each Eggtor (ﬁb{\d . : ~.

m . i ..! . . . . !
=~ .7 Inaividuals Placed Openings Filled

as.a Percent of N
New Applicants and
-~ Renewals {IP/AR)

" - as a Peyrcent of
Explanatory Varlahnes

Individuals Placed

the

« Number Unemployed {IP/D)

Openings Filled
as a Percent of
Openings Received

Nonagricultural

I:Qy Ay

Employment (OF/Emp)

-+

r

® “ b B Br- b B Br ™ B Br ..b° B Br
Rate of Growth .of Employment e - - - = = - . TooET LT —
10/73 - 10/74 .12 .078 .022 1.11 .109 .036 - .03 -.0l4 .005 . .03 .06l .027
Aree Employment as a Percent of ' ) . . : : .
Fational Employment, 10/74 | .. = -7.07% -.694*% .046% =53.68%~.796% ,226. *  -B,98% —.642% ,073% -1.65%-.506% .125%
Area Unemployment as a Pércent L , ' ) “ ' _
of National Uncmployment, £Y74 .,  4.91% ~ ,532% .024%  26.49% .434*% 155 6.34% ,500% .020% .12 041 .00
Unémployment -Rate, CY74 & . -l.05% -.229% ,027% . -19.07%-.628% ,312 - .64 =.102 .002 e
Percent "bf Employment in: - . , . * - B
Construction - .55 -.126.5.618 -5.69%=.196*% ,051 - . - .47 -.078 .04 J19% .135% ,060%
“Manufacturing v —~ L A7% = 219% 067% -1.48%-,287% .095 - - .13 -.122 024 .01 040 .014 '
&, Government, e -..03 -.0%6 .007 .17 .022 ».007 16 103 .03 J13% ,357% F19%
UI Claimants as a Percent of et ‘ . : -
‘New Applicants and Renevals T e L 25% -.466% .253% ), .66% ,186% 067 *. . = ;20% =, 271% 091% ~.04%-, 233% 081
" Size Class: ' v r Lt i S ) _ .
Over 3 Million . T9.91%  ,192% °,001% I R ’ 4.95% ,300% .028%"
. 1-3 Million . — = 87.89% ,435% ,079 -13,10% -/313% ,Q73% --- v -
+ ~.Under 1.Million o T e1.63 -.104 020 "8.25 .080 .01l -9.00% - 418% ,119% -,97 194 ,044
Balance of State?: \\- 2.36 - .146 .035 . 35.84*% .336*% 093 -— .51 .099 ".039
Constant 43,89 . 261.41 86.67 2.06
Percent of Variance Explained (32) 42.04 : ,59,05(’ 37.53 56.53
~Standard-Error of Estimate . 6.25 34.76 _.8.87 ., 1.73
. : - . &’ -
*Significant at the .05 level ” ) ’
- - Q" €
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(2)

* services.

' Add1tiona1 research is requ1red to develop more com-

. jects sponsored by DOL produce more . complete pro-

Y

an

o

1 .
"y . R y ’ ¢ )

The number of individuads placed by the ES is the

best available indicator of ES production and

effectiveness, although it does not reflect non-

placement outcomes; nor does it measure long-run 3
gains in employment and earnings as a result of ES

ES man-years worked in local placement and placement
support processes is recommended as the dendminator U

‘because it is the best available measure resources GZP '
applied. “of A

plete measures of ES labor and ¢apital utilization
for use in ES productivity analysis. As current pro~-

ductivity indexes, these should be substltuted for the
limited measure. o , -

Service to the Labor Market:’ Individuals placed as a
. . percent, of the humber of unemployed
' individuals (1p/U) .
4
This is a measure of performance against potential ‘and
is a composite of two more traditional measures. One .
traditional measure is. the placement rate {IP/AR), i.e:,
the number of individuals placed as a percent of appli-
dants available. The denominator, the number of ES
applicants reported through ESARS, is a controllable
number at the local office level, and therefore is -
subject tb manipulation.

The other traditional measure, penetration of the’

labor market, has -often been defined as the number ’
of appllcants as a percent of the labor force .
(AR/LF). However, the need for ES services should

be measured by the number of job seekers in the labor

force, not the total labor force. The best available -
indicator of the number of Job seekers is the n er

of individuals unemployed, although it is not presumed

that the ES should serve all unemployed individuals, L
implying .the ratio, AR/U.

The composite measure is in fact the. arithmetic
Jproduct of the two. '
'IP . AR :
— IP Uc B ¥
i X = / X _
It ﬁ%s a ver1f1ab1e numerator and an independent
*denominator. .Except for montHly averages, however,
the number of different individuals yinemployed is
estimated only through a national work experience
& _
‘ 3 ) ‘ - . . - ’ *
~ 28 1 :
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survey. RAL 802 (p. 27) suggegts the following
algorithm for estimating the number of différent

«+ »~ individuals unemployed in the labor area:

In estimating the numbers of different individuals
. ) who will be unemploved during a vear (in the near-
poverty or other categories), the following factors
1 # should be applied to estimates of average unemployment
for the year. ) v

Average Unemployment

Rate (Percent) ' Factor

Under 4.0 4.0 to 1
4.0 to 4.9 3.7 t0 1
5.0 to 5.9 , 34 tol
6.0 to 6.9 3.2 tc 1
7.0 and gver 3.0t 1

No Rnpwn method exists for estimating the number of
unémployed persons by demographic characteristics
.nor the number of subemployed: Persons-at the labor
"area level on an annual basis, as would be required
for use.in output standards. ’

+

(3) Service to the Job Market: Job openings filled as

a percent of nonagricultural wage
and salary employment (OF/Enp)

-

This measure is also a composite {arithmetic product) |
of two more traditional measurées, job Openings

‘‘received as a percent of employment (OR/Emp), and
openings filled as a percent of openings received
(OF/OR) . .The composite measure is recommended,
because the reported number of openings received is »
subject to manipulation. _ P

It would be desirable to have a denominator that
reflects the potential need for ES services rather
than merely total ‘employment. A deSirable measure
would be the number of new hires -in the area, but
that data is currently collected only for manufac-
turing, which comprises only about 25 percent of
employment and of ES openings filled.

r 1l

proxy could be developed fpr new hires data for

all industries.” If one could assume a constant .
relationship between growth in.employment ahd new .
hires across all industries or between manufacturing
and nodimanufacturing, Egen total new hires could be
estimated as a function Of the growth rate of
employment, pending direct collection of the data.
Unfortunately, it does not appear likely that the

) 26 29 _ ' :
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Further research should bzédOne to determine if a




-

‘Environmental Factors Affecting Performance

. "-ﬂﬁ}
> &'\W:

assumption -would be wvalid.

a. Stable External Factors

(1)

(2)

Industry Composition

L}

"YIE is often hypotheéized that the higher the per-

centage of employment in construction, manufacturing
and government, the lower ES performance would be
because each of these industries has distinct hiring
channels. In the analyses conducted to datle, the
hypoth351s tends to be confirmed for construction
and manufacturing, but not for government. The
results differ with different performance measures,
perhaps indicating interactions wlthflabor force
composition and growth.

More important, the hypotheses in Figure II-2 suggest
that industry composition affects ES performance
primarily through differential rates of the rates -of
labor turnover, which may have d pattern that is much
different from the percentage distribution of employ-
ment. Growth rates of employment by industry should -
be tested since they are the only proxies available
from publlshed soprces. :

Measures of concentration, dispersion, and the nﬁ;zer
of alternate hiring channels have not been developed.

Labor Force Composition .

Analysis,res?lts show the percentage of labor force
in low wage,‘®low skill occupations to be positively
related to ES performance at the state level. The
relationships with other occupational groups have
not been tested, nor has educational attainment - -of
the population. Percent_ in minority groups was not
related: .

ThHe hypotheses in-Figure II-2 suggest that labor
force composition operates on ES performance pri-
marily through its effect on applicant composition,
an hypothesis that should be tested by correlation

_(simple or multiple). The direct effect is through

the mix of applicant capabilities in relation te g..
job requirements for which there is no simple test!

Sige of Area
The hypothesis is that ES performance will be lower

in larger areas due to the existence ¢f competing
institutions and agencies. One specification of

27 ' 30 St
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o L <% size - employment in the area as a percent of ndtional
employment - is negatlvely related to ES performance.
Varidbles representing discrete size'classes were signi-
ficantly related to ES performance at the labor area
-level, but the specification ‘used needs further testing.
Cne mlght expect a ¢urvilinear relationship, suggesting
that the logarithm of size would be a more approprlate
specification. .This variable might also reflect in-

, directly the effects of concentration or dispersion of

" employment. , .
‘ f ' . .
' .o The nudmber of unemployed as a percent of the national
o . number tends to be positively related to performance,
o . - . perhaps because where more people are unemployed the

average level of skill, experience and allocation of
- the unemployed individual is higher. Since. this is a
. measure of ES potential or thé need for ES. services,
. the result-suggests that the ES does a better job where .
. there is more need for its .sexvices, .

b. -Volatlle External Factors
. - ¢
The following factors may change dramatically over a short
Ly period of time, indicating the need for representation in
) a dynamic model: . v

N ™ 11) Unemployment

It is ofteén assumed that ES. performance will be lower
where the unemployment rate is high. Several t%sts‘ )
" . - at the state level using the published unemployment
N - rate, the rate of growth of the unemployment rate, and ®
high vs.: low unemploymént rates, resulted in the con-
clusion that the unemployment rate %“E se dobes not have
consistently significant re1at1onsh s to performance.

Tests at the labor area level show a negative relation-
ship to the applicant placement rate and to the openings :
filled rate, but no reldtionship to the other measures.
The hypothe51s 'in Figufe 1I-2 states that the £ill rate
< should increase, but that assumes constant resources.
In fact, during a periéd of rising unemployment,
¥ resources may be diverted (explicitly or 1mp11C1tLy)
to UI functions.
\ ’ Measures of the severity of persistence of unemployment
W . published in "Area Trends" have net been tested, and -
additional research is needed to examine the interaction
with other variables, especially polrgy factors such
as UI work test and registration requirements.

Cm T
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Because the results were not as expected, some .

- further eomment is in order. First, while it is *
“true that the unemployment rate is related to the

number unemployed and to the size of the labor

force and to the. number employed, this does not

mean that any findings correlating the measures

of size with ES performange ipso facto confirm .
- any hypotheses about the uwnemployment rate itself,

which after all is only zhe (sometimes inappropriate)

indicator of labor markef conditions. In staitistical

analysis, one must oftery use a related or transformed .
. . specification even though it differs from the more ° al
P common statistics. Second, hypotheses about the ‘ :
e unemployment rate relate to the effects of its change

over time, and not to the differential effects of

higher or lower:rates/on a cross~sectional basis,
which+*is the form tested. v

-

i-

(2) - Growth j

The hypotheshs ls:that“ES performance will be higher
where there.is a higher rate of growth in employmént. :
This has been confirmediin the statistical analysis

at the state level, but not at the labor :Eea level. f

* Further research is needed on the components of
growth by industry and interactions with other
variables. The hypotheges in Figure II- 2 suggest that -
(f growth reduces the relative supply of qualified -
: *  workers but increases the ﬁemand fér them. The sep-
// arate effects 'should be tested.™ .

%E. Internal Environmental Factqrs .
: Internal environmental factors are those factors that are
more or less under the'control of. the enployment secirity
system at the.federal or statée level, but not at the. 1ocal

-
.. El

-

) PoLicy and Law Faltors C . -

is hypothe51zed that policies. and laws such as those
_?hat require the ES to perform enforcement activities,
jirQV1de work tests, and list openings from federal
Contractors will result in loweri ES performance because
ES resources will be expended in: registering appllcants
or listing qobs and attempting to serve applicants and
employers who may prefer not to uhse the ES. Resources
so expended are diverted from service to those
applicants and employers who want ES services.

|
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‘then rose).

If state policy or law requires :all claimants to
register with the ES, then the ES will be consuming
resources in efforts to register and.to place claimants
who are not active job seekers at the time they file
claims, although the motlvatlon to seek new employment
would be expected to increase with the duration of un-
employment and particularly with the exhaustion of
benefits. . .

L]
]

In statisticdl tests, claimant new applicants. and -
renewals as a percent of all new appliCants and renewals
was tested statistically and was found to explain 44 °
percent of the differences among the states in pro-
ductivity in FY74 (a period when unemployment first fell,
It was in fact the 31ng1e most important °
factor in-accounting for differences in productivity
among the states when external economic conditions were
held constant (statlstlcally) Similar measures of the
effects of welfare and food stamp registrations were
not statistically 51gn1f1cant, but their effects need
further examlnation. \

THese factors are .in part external to the local ES,

but are amenable to influénce and change at the state

or- federal levels. .Considerable additional research is .
underway. to devise ,appropriate measures of policy and
law factors, to egélmate their effects on performanCe,
and to develop suitable policies with respect to in-
corporating the factors into a model for setting output
standards. . . -

Resources , gﬂ/ .

The statistical model tested to date did not include
any measures ©of ES resources as variables to explain
differences in output performance among areas, but it
ig. intuitively &bvious that the level of resources has

‘a bhearing on ES performance as measured by the

recommended indicators. The following hypotheses,
suggested for testing in future analyses, each attempt

to. relate the measure of resources to.the measure of

performance in a way that corresponds to the hypotheses
in Takle II-1. Because in each case the hypothesis 1is,
that there are decreasing returns to scale, the resource
measures are specified in a guadratic form, holding
all other factors constant. -
(a) 1Individuals placed per man-year worked decreases
at an .increasing rate as the numbexpy of man-years
inc¥ezases.' The explanatory man-yeatr variables
would be spedified as total man~years and as the
logarithm of total man-years.

‘ ’I" 33
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(b) Individuals placeéd ag a percent of the number un-
employed ingreases at a decreasing rate as the ’
number ofnyin years gr 1000 unemployed increases.
The explarnatory variahles would be ES man-~years per
100? unemplpoyed and the logarithm thereof.

(c} Openings filled as a peycent of employmént increases
: at a decreasing rate as e number of man-years

\ : per 1000 (or 10,000) employment increases. The ,
) . . explanatory variables would be ES man-years per r
1000) (or 10,000) employmefit and the logarithm
thereof. \ - . .

put achieved via a small incremeht of resources is c
legs than the average output of 2ll resources.

- ‘ ¢ ‘ <
. - -

" The implication of the logarith@%c term is that out-

Methods for Establishing Output -Standards ’ -
The basic framework within which output .or: placement standards
will be developed is a model for computing g¢stimates .of ‘
expected ES performance, using statistics-that take into
account the influence 6f external factors on-ES performance .
across labor areas.” The end products would be a published -t #
list of the standards for each of the 150 major labeor areas _.

and for balance-of-state areas; the methodology for cdlculating

the standards; a computerized method for updating the standards:

ard computerized tools for using the model fog each of its-

purposes. o

N -]

The establishment of outpg; standards for ES performanc
poses a number of methodological problems. With resPec§ to )
each, there are both technical issues, relating to the best. - ) \
state-of-the-art technlques for estimating the *standards, .

and political issues, relating to the degree ofj difficulty " ‘

in interpreting the methods used so that the non-technician
can intuitively understand and trust the results to be fair
and equltable.

L
This section presents the following topics:

L%

1. Alternate methods for establishing standards for ‘
guantitative performance indicators in a static model } \

. ’
2. The need for a dynamic model

3. A method for setting standards for qualltative . .
indicators"® . :

4, The g}oblem bf'staﬁdardé'for sub~-parts of labor areas

. 34,
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Previous research- and the needs for additiona} reseafch are
discussed under each.topic. .

’ BRY

P

. : 4 .. .
Alternate methods for establishing stati& output standards A

Two alternate methods for establishing output standards
have been considered and partially tested. Ope method
uses multiple régression analysis to estimate am equation
for adjugting average performance, which can be used to
set an output stardard for each performance indigator for
each unit of 6bservation (labor area) without explicit.
grouping of labor areas into types or classes. The other
method uses factor analysis to identify significant
external factors, and a hierarchical clustering technique
to group labor areas into discrete classes based on the

external factors. -Each approach has both advantages and

disadvantages for the proposed application, and they will
be discussed in turn. |

LY
.

a. Adjusted performance equation

Development of:an equation to adjust performance
averages for external factors tRat affect performance
requires the specification of hypotheses relating each
of the external factors to each performance indicator,
creation of a data base containing both the performance
indicators and the external factors (appropriately
specified), and uge of multiple regression analysis v
‘to estimate the coefficients -of the prediction equation
[/'for each of the performance indicators.
The multiple regression analysis results in an
estimating equation, which indicates how much the
performance measure is expected to increase f{(or
decrease) as a result of a one-point increase in
.the external factor. The equation can be used, then,
to compute an expected value for the performance
measure for each specific labor area and for each
balance of state area in the equation.

.

The expected value foq§§ach area is, by definitiqp of
the statistical process, based implicitly on the
national average for that performance measure, adjusted
for differences bétweég_the external factors in the
area and the national average for each factor. Each
expected value also has a standard error of estimate
which defines the level of precision of the estimate -
and which can be employed when .the expected values
are used to set putput standards or measure performance
against the standards. The standard error of estimate
. . .. .
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répresents the area of ignorance about factors gffecting
performance, Hopefully, the principal component 'is
the variation .in ES management among the areas, although
measurement error, specification error and excluded
factors also c0ntribute. Lo
The regearch completed to date has tédsted only one
method \for setting output standards - a linear
equation for calculating expected performance,
wherein the coefficients of the estimating equation
were estimated using regression analysis. The
equation was of the standard form:

: A n x

Y, =a¢+ Eil blj 13 +_ei

The table on the following page shows two examples * -
of how expected performance can be calculated using
this type of equation. The equation coefficient

multiplied by the actual value of the factor for an
area yields the factor's contribution to expected -

performance for the area. The algebraic sum of contri-
botiors plus the constant is the exp&cted performance,
1 . w5

The particular estimating equation was.subject to the
limitations that a linear relationship was assumed ‘
between each of the explanatory-variables and the ~
dependent variable, no interaction terms were included,

the explanatory variables did not include any data on

labor force composition, and only 80 of the 150
- largest SMSA's were included in the estimate.

If output 'Standards are to be set using a performance
. adjustment eguation, several additional research
steps are reguired.

(1). The assumption of a linear relationship between
the ES perfofmance measures and the external
factors needs to be examined to ascertain whether ' ' 1
othe? specifications of some of the pxternal . ' - \
factors {e.g., a logarithmic transformation of N
the size measure) might not be more appropriate.

(2) Interactions among the ygmternal factérs need
to be e€xamined and perltaps included explicitly
in the egquation. TFor example, industry composi=-
tion varlables, partlbularly the percentage of - -
employment in manufacturing, may have more of
an effect on ES performance in combination with
growth rate than as a separate variable.

- ' - - .36
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Tabile I1I-6

.. hxampfé of How Expected Performance is Computed for One Measure, ¢
Individuals Placed as a Percent of the Number Unemployed (IP/U)

SMSAL ‘ I'\ sMsa?

Actual Value® Contribution to Actual Value Contribution to

Notes:

S _.indard Error of Estimate: 34.75%7
Percent of Variance Explained: 59.05% * "

Fﬁuaéion ngfficients of Factor Expected Performance  of Factor Expected perférmance
(1) (2) (3) = (1) x (2) (4) . (5) = (L) X (@)

. * 5] .

1.. Constant ™ 261.415 C ey .. 261.415 ' - 261.415

¢ Growth. ' 1.106, 0727 ¢ L ,080 , =1.5511 -1.718

. % Emp. * -53.678 .3489 ~18.728 . -4102 -22 %19 '
4. % Unemp. 26.494 ™, .1085 - 2.875 .. 42635 6.981 .
€ Unemp. Rate -19.074 2.0664 . -39,414 ° 3.7725 -71,955

€ Construction -5.687 65,7926 t =38.626 4.9120 ~27.932

7. Manufacturing-1.485 19.6876 . =29.234 19.6478 .'=2€,375 M
2 Government .172 20.6684 3.554 19.0918 ' © 3,283 .
9 Claimants -.661 21.8591 +14.438 15.2522 © =10.076 .
10. Size Class 1 87.893 .0 - .0 .0 .0 /
11. Size-Class 2 8.253 .0 | 00 .0 < .0 .
12 Size Class 3 0.0 1.0 [ .0 1.0 .0
13. Size Class 4 35 .0 2 .0 .0 : .0.

- [4
. wﬁ”n
Expected Performance: : \\ 127.483 - 108.809
A-+val Performance: 163.044 64.791 ‘ ’
yifference: ~35.36 44.018

k4

* Column (1) Lists the actual coefficients of the adjusted equation estimated

using regression analysis. For purposes of illustration, all explanatory

variabl®es were included in this example, even though some were not statistically

significant. The constant term is by product of the statistical process and

has no independent significance in this application.

Columns (2) and (4) List the actual values of the explanatory factors for the

two SMSA s in the example.
- A

Columns (3) and (5] List the contribution of each factor to expected '

performance. The values are computed by multiplying the actual values

of the external factors for each area times the equation coefficients

in Column (1).

'Expected Performance is calculated by (aigebraically) suming the

contributions of each factor in Columns (3) and (5) respactively.
Actual Performance is the IP/U measured for each area.

The*Difference is Actual minus Expected IP/U.” - ‘Eb
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(3)

(4)

(5}

The model is incomplete without any reflection
of labor force composition. Occupational group
(low wage, low skill) was found significant in
research at the state level, while percent of
labor force in minority groups was not; neither
variable was tegted at the labor area level.
Even though data 'onr labor force composition

is available only from the 1970 Censhs, it is
possible that changes in composition pver time
are slow enough that use of 1970 data would
improve the overdll model.

Only one variable reflecting policy and law has
been tested at the labor area level - the percent
of new applicants and renewals who were UL ’
claimants. This factor was found to have a )
significant negative effect on ES performance at
both the state level and the labor area level,
even when unemployment levels and rates were
included in the same analysis. Analogous
variables for Food Stamp and welfare recipients
were tested at the gtate level and found to have
no significant effect on productivity, byt should
be tested 4t the labor area level. It is i
necessary also to examine the effects of manda-
tory job listings on job market penetration and
percent of oeenings filled. -

Research to date has focussed on annual average
performance as affected by annual averages of
the external factors. In reality, the effects
of interteémporal changes in such factors as
unemployment rates and growth rates may impact
on the ES over shorter time periods and/or with
lags, so that the effects are concealed by the
use of annual averages. These dynamic, time-
dependent effects need further examination.

The advantages of the performance adjustment

egquation are:

(1)

(2)

(3)

A specific standard is computed for ch defined
labor area for each performance indicator, using
the actual values of the external factors in that
area to adjust.

A standard error of forecast can be. computed for
each area, using the standard error of estimate
and the standard error of the coefficient.

No explicit grouping or classification of areas

.~

is réquired,;g%nimizing the scope of negotiation
AP
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, . . ¢
b . . ’ Low - X
% on the part of ES administrators to have areas ¥ “
within their states, transferred to categories
g having lower standards.

. . ) '
(4) The resultant standards are based on the adjusted
" average performance of (implicitly) similar areas,
and reflect what should be an achievable average
performance.

" i«

The disadvantages are:

x

(1} While the estimating equation itself is a )
relatively simple arithmetic expression,. the c,®
process by which the coefficients of the
egquation and the standard-errers are computed

- o is complex. It may be difficult to explain the
process with sufficient clarity to administrators
to permit them to have confidepce in the results.

a2
A
. *

b,
-

(2) * Eadh performance indicator requires a separate _ -
. ‘ estimating equation. If the current BPF indicar
) tors are used, 30 such eguations would need to
_/ ‘ be ‘éstimated, and 30 specific standards would be .
' . . calculated for each labor area. Although computerg . : %
could do these calculations quickly, actually #ﬁ§

using all the measures could be an expensive é%ﬁ h¥¥§
propositidn. The process could be simplified

through use of a composite measure combining T -

all performance indicators, but ‘this would -
sacrifice much of the detail needed for . -
operational evaluatlon and diagnosis at the

local level. :

. {3 1t is 11ke1y that a given external factor will
be related to the different performance indica-
tors in different ways. For example, the grOWth
rate may be related to productivity and to jobs
filled, but not to’ gplicants served. Again, . ,
this may be difficult to explain clearly to “- ' .
administraters. ‘ ' - . 3

{4) The adjustment eguation is written in a form
which tends to imply causality between external ',
factors and ES performance. In fact, of course, '
the causality linkages are complex function-

. relating ES internal processes to measured outputs *
and constrained by external factors. The eguation .
would reflect only the gross effects of the .
) constraints, with the internal process effective~
ness implicitly reflected in the standard error
or éstimate. T

q-’. ) ’ @9"" ] ) .
EJSU;‘ o - | 36 _ - ) ﬂ R
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.hypothetical examples.

-several 31gn1ﬁ1cant factors, most of which are con-

" significant results, although discrete size class .

, analy51s takes as many descriptive varlables as one

[

R #
G:ouping of labbr areas i : .o

The sécond method for setting output standards is -

based upon a cla551f1cat10n scheme or typalogy that

can be used to group lapor hreas into a limited _

number of homogeneous groupings. Within each such o «
group or type, the output. standards would be based -
upon the average performance of all areas for gach

_ of the performance ‘indicators. The project plan

called for performing the statistical analysis needed v .
to .provide an initidl indication of the kinds of :
groupings and standards that could be developed, but
technical problems and resources limitations pravented
the planned tests. Therefore, the ‘following material
discusses the prlnﬁbples 1nvolved and provides

The key step in grouping is that of classifying labor
areas into homogeneous groups,. 0n¢e again’, the ©
hypothesis is that external economic conditiéns 1mpose
constraints on ES performance, S0 the gbject;ve is to
define groups of areas which aré hqmogeneous with
respect  to the relevant.external fqctors. If there
were only two relevant factors. each of which had -
discrete, values of '"high" and "low", then 4 classes - o7 *

k]

would be suff:.c:.entb : ) >

3 Class %:. high-high S & . :

; Class 2: high-low - L
Class &:; low-high :
Class 4; low-1low ' 3 ° - -

Hewever, the research completed to date has 1dent1f1ed

tinuous variables. Tests of discrete specifications
of the unemployment rate:did not yield statlstlcelly '

variables yere significant in one test at the labor
area level ? Further examination is required. , . &

. 3 .
It appears, thén, that the best method for developing .3
the groupings is to use a combination of factor

analysis and hierarchical clustering. The factor

wishes to test and selects those that . have the'

greatest independent value for dlscrlmlnatlng among N ) i
the labor areas. (It identifies a minimum number of .

orthogangl .vectors in multl-dlmen51onal space, then -

selects the observable facters most nearly correlated -

with each such vector.)
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h ~ ’ . i
., . The hierarchlcal ciustering technlque takes the factoﬂs ‘ v
~ thus identifiéd and creatés groupings - ‘of areas so that @ . rehe
el the areak within a group are most similar when all R .
o K " factors are taken together and are most different from -

areas in other groups. The technique is hierarchical
becatise it starts w1th each area as a gingle. group,*
.- . *  then proceeds stepwise to combine areas into. fewer S
" groups until all-areas have been combined to one group. -
T -~ - The number of groups used is essentially arbitrary °
’ . : with respect to the clustering technigue and is chosen .
) ' based on the practicality of the application at hand. o
For purposes of develoPing output standards, it seems
L reasonable to select ‘the step 'in the process when all
. areas have been combined into 10 or 12 groups. Within ) .
. Co each' such group, standards would be- -get by calculating
o . the average of each performance indicator within each
. - group. The table on the following page shows how X :
_L such standards might be presented for three arbitrary - 1
,‘} . typﬁs of labor areas.. . - P “ :

.
F

. Grouping.areas using a combination of several factors - ’
) can result in difficultids in interpreting the results
s to administrators. The map bglow shows how three-dif-
’ ferent types of labor area$ might compare on any,two .
. facgors. Some of the areas in Group A are more similar " 5*
. in size to areas in Group C than to other Group A-areas x>
while. Group B areas “are similar in industry composition. :
to some Group C areas, If Group A or' B have a higher
output performance standard than Groug\c, there would be
. the appearance of an 1nequ1ty. . . . ’

SIZE

Industry . ' T ' .

T‘t advantages of using groupings of labor areas to ' *
set. standards are:

(1) Fach area is classified into a specific group.
The list of areas in each group can be published .%
80 .that administrators w111 know with whom they
are being compared.

-




Table III-5, Example of Output Standards Based on

w
M
¢ . .
P

Averages. Within Type of Area for
Four .Performance Measures

’

b
" Pdrformance Measure .

IB/U
OF/E
IP/AR

" OF/OR -

{Target Groups)

{Types of Jo?s)

i

113.92 38.03
2.32 1.68
27.20 14,74
‘ 57.43 54,85
% " !
=
&

s

.V- _/
A ) ® -3
s
42 -

3 .

Ve

TzEe C
28.36
1.47
L]
_13.18

53.89
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(2) The output standard is based on an explicit
average of «all areas within a given gfoup for
‘each performance indicator. The standard
deviation for each indicator within each group
can also be computed ‘and applied in different
useés of output standards.

i

The disadvantages of using this approach are:

(1) Becauée the grouplngs are esthllshed usiné?
many factors, it is difficult to ‘explain
precisély why a given area 1s in one group
rather than anothers

(2) A given area may be more similar on one or two
factors to certain areas in different groupings 1
* with lower standards than it is to other areas
within the same grouping on the selected factors.,
This leaves an apparent_potential for 1nequ1t1es
and room for negotlatLOn and dispute,
. ) .
(3) Even when all factors are taken together, certain
areas will be on the margin of the group in which
they are cla551fled, which means that they will also
be near the margin of the next higher (or lower)
group. -

G

(4) It would be desirable for the groupings to remain
: relatively constant over time, but certain
) potentially relevant variables such as the
unemployment rate are volatile. Therefore,

<« either the labor areas must be regrouped each
il year to reflect volatile factors, or a separate
, adjustment to the output gtandard must be made
L for the volatile factors.
c¢. Recommendation
No firm conclusions or recommendations can be made -
2 ? ,. on the choice of a method until the two methods .
. "have been subjected to further testing on their <
technical and pelitical merlts. .
2. Toward a dynamic model
The preceding methodology will result in a static model
. which calculates cxpected ES performance based on tot 1
performance for the year (or other time-period) and
average of external factors for the same period.: Such
a’'model is quite useful for a variety of purposes, but
it cannot fully reflect the real world, in which events X
p-
Q ¢




oeccur in atime continuwum and in which current ES
performance 1is a function ot only of current conditions
but-also of recent history.. In the real world, use of
annual data.may .obscure time-dependent relationships
between ES- performance and external factors if the impact
of a change in external factors such as rapidly rising
unemployment passés within one or two quarters. 'The
effects can plainly be seen by an observer in any ES
office, but may wash out in annual averages.

The purpose of a dynamic model, then, is to provide a .
framework refledting the instantaneous and time-lagged
effécts of cyclical variations in external factors on

ES performance, and in particular on individuals placed
per man~year. To develop the model, it is necessary to.
explore these intertemporal cyclical relationships,
adjusted for seasonal factors and for variations' caused
by the structure of the ESARS reporting system.

Quarterly ES performance data are affected both by’ true,
seasonal factors and by artifacts of the reporting
systems. ESARS is a cumulative reporting system,

which counts each individual placed (IP) only once
during the -fiscal year, no matter how many times the
individual is placed. The annual .ratio of transactions

(P} to individuals is about 1.5. It appears that

approximately 75 percent of the individuals placed
more than once during a fiscal year, .usually in
casual, day worker, or other short~term jobs, are
placed ih the first quarter of the year. Thus, even
though the level of placement transactions may remain
constant throughout the year and the cumulative
total of individuals placed year-to-date.will rise,
estimates of the net number of new individuals placed
will always show a gquarter-to-quarter decline.
Unfortunately, there does not appear to be a simple
method fer estimating the quarterly effects of the
repdrting system in 1solat10n from seasonal or
cycllcal variationss

A dynamic model weﬁid represent a very significant
step forward <in refining the ES management system. N
Some of the dynamic effeacts of cyclical change on
ES performance might ultimately be reflected in the .
annual funding allocation process, insofar as the
data on extefhal factors found relevant are available
shortly after the conclusion of each quarter. These
effects could also be reflected in specific resource
requirement’ 'and performance projections which are a
part of the annual budgeting process.. Given the
current needs for further development of the static
model, however, it is recommended that any development
of a dynamic model be deferred.

A1 44 ,

\’




. application cards for job seekers and other doc

begveloping standards for dqualitative perfofmance indicators

At the b&ginning of this chapter, it was recommended that
output standards be developed for‘three key quantitative
ES -per formance indicators. One of these is a’'measure used
in the BPF, while each. of the other two is a composite of
two BPF measures. In additio de51rab1e for many
reasons to have also output andard for gquality
performance indicators relating to types of ES applicants
placed and types of Jobs filled. While the analysis ’
presented in Vplume 2 of -the report shows a high degree

of 1nterre1at10nsh1p among the 30 BPF measures and raises
technical guestions about the nqid for all of them, the
fact remains that virtually all the gualitative meagures .
in Table III-l are grounded in specific, laws or court
decisions (as in the case of target group placement rates)
andfor reflect a desire to build incentives to improve the
overall level and quallty of ES performance.

The major substantive problem is that all of the qualltatlve
measures in the BPF relating to placement of. target groups,

. tounseling and types of jobs filled have denominators that ,

are subject to manipulation by the ES at thé local level.
(Irrespective of the method used to set output standards,
it would be technically possible to ¢ompute a standard

for each of the qualitative measures, althbugh it might

be costly,) For example, a standard for a target group
placementt rate, once set, could easily be achieved simply
by reporting as registered only those applicants who were
actually placed. It seems wasteful to encourage this type
of manipulation, especially when it might resulz;;n a

+

lowering of overall performance due to the absencg of
ents
needed at the operating level. /f\

" One possible alternative is to derive standards for the.

qualitative .indicators from national averages of indicators
that are components of the quantitative meagures. The
example of target group placement rates can illustrate

the method {Table III~6):

a. Calculate the ,national average placement rate
{indivijduals placed as a percent of new applicants
_and ‘renewals) for all applicants and for each.target
group.. In FY 74, for example, the national average
placement rate for all applicants was' 26.6, for
veterans it was 27.3, and for claimants it was 14.8

. (Column 1.

+

bi Calculate the ratio of each target group placement
rate to thé placement rate for all applicants. The
FY 74 ratio was 102.6 for veterans and 55.64 for
.claimants (Column 2).
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c. In each labor area, establish target group placement
rate standards by applying each national ratio {of .
target group placement rate to total placement rate)
to the placemeht rate. for all applicants in the labor
area. Using data from Table III-1, 'Table III-6 shows
placement rate standards for two hypothetical areas
having placgment rates for all: pllcants of 20 percent
and 50 percent respectively (Cal umns’ 3 and 4).

In the f0110w1ng example, it is assumed that Area B has under-
' reported new applicants and renewals to increase its total
placement rate to 50 percent, an unusually high number.
) .The proposed method yields target group- standards- which are
. . also unusually high, so that unle$s the Area B has a :
. balanced performance it will' pot be rewarded. ..
The method encourages balanced placement performance without
rewarding the manipulation of the number of new applications’
and renewals reported, either for all applicants or for the
target groups, Any potential reward for manipulation is
offset by the fact that many applicants fall into two Or more
of the target groups, so that under-reporting new applicants
or renewals in any of the 1larger target groups (veterans, .
minority, clalmants or women) will . have effect on the total
number of new ¥pplicants and renewals. In _addition, the
actual standards would be based Onghistorlkal performance,
not, projected performance, so that precise standards would
be available as a performance evaluation t@ol, but not as

a target, .
L ., A similar metﬁod could be "applied to the development of
. 0 standards for. types of jobs and other gualitative factors
in the BPF,* . _ , y

T 4. .Setting ODutput Standards for Labor Areas that Cross State Lines

In gegeral, it is desirable to establish and apply output
. standards for .ES serviceS to an entire labor area, because
. by definition each such area is an integrated economic and
N - sotialk system. Use ©Of the standards should encourage ES
< management to locate its offices and utilize its resources
-to be of maximum service to. the labor area, and should
' reward ‘superior output performance 1ndependent of input
" location and utilization considerations.
‘However, of the 150 major labor areas for which unemploy-
ment rates are published in the annual Manpower Report of
the Predident, 23 are SMSA's having parts in more than oOne
state, This poses a particular problem when using output
‘standards for allocating resources tO states., In many of
these aregs, the central city is wholly within one state,

o | 46




Table III-6. Derivation of Target Group Placement
Standards for Two Hypothetical-Areas

- f

Target Group

‘all Applicants o
Veterans
Minoritly
Poor
Claimants
Migrants

" Women
Handicapped
Older Workers
Youth

*aAssumed actual placement rate for each area.
4n Col. (2) to calculate the target group standards. 'As an example:

National Data for FY74

Placement Standards

Placement Ratioc to All
Rate Applicants Area A
(1) (2) (3)
26.6 -— 26.0*%
27.3 102.6 20.53
32.7 122.9 24.59
37.3 - 140.2 28.05
14.8 ‘¥ 555,64 11.13.
45.8 172.2 34.44,
25.4 95.49 . 19.10
28.0 105.3 21.05
17.7 66.54 13.31
33.7 126.7 25.34
A

This is multiplied by

Area A Placement Standard for Veterans = (20.0)x(102.6)=20.53

47
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Area B
(4}

50.0%
51.32
61:47
70.11
27.82
B86.02
47.74
52.63
33.27
63.35

the ‘ratio

-
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with suburban‘and rural portions extending into another

. state. To take the archetypical case of Washington, D.C.,
while the area is an integrated labor area, Maryland and
Vlrglnla contain all the suburban and rural portion of the
SMSA's, while D.C. has only the central city. It ‘seems
unreasonable to apply th® same output standards to the
entire SMSA, particularly for purposes ef funding allocations,
even though thé entire metropolitan area is covered by a

" single Job Bank 0perat10n.

Therefore, it is necessary to develop a further disaggrega-
tion for output standards, reflecting the sub-divisions of
SM3A's. Performance data is regularly compiled for each
state's portion of each SMSA, and, furthermore, for each’
cost genter 1n each SMSA. Each cost center can be identified
as located in ‘the central city, the,urban fringe, or the
rural portion of the SMSA by examining its location on a
map. Using these indicators, sPeC1f1c adjustment factors
can be estimated to reflect the'effects on performance of
location of cost centers within an SMSA using either of
the alternative methods for setting standards. In the
adjustment equation approach, dummy variables would be

. included to obtain differential coefficients: in the grouping
approach, the difference between the average for all areas
within the group and the average for cost centers within
each SMSA part would be calculated.

These adjustment factors would indicate the performance
differentials between each SMSA part and the overall
average. They would be used in the funding.allocation
process te set a standard for the SMSA parts in each

state portion of a multi-state SMSA. For other purposes,
they might be used as indicators of optimum office location.

It is important to note that, while data on external factors
can be estimated for the parts of the SMSA in each state,

this should not be done because the externpal factors
influence the lntegrated whole.
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Using-Qutput Standards .
o]

The uses of output standards have been discussed in generalltles
previously in this report. This attempts to state in some
detail QQE to compute the various statistics needed for each
type of application, assuming the methods for skgtting have
already been establisned and that there is a need t¢ use them
for each purpose.

1l Using output standards ass a management tool.

It is assumed that ES management at all levels has strong
incentives to improve overall ES performance, as measured
by available data on placement outputs, Performance
improvement plans must ultimately have their effect at
“the labor area or local level, where ES services are
ractually provided and where outputs are achieved. The
outgut standards permit the identification of individual
areas where actual performance is below expected or
standard performance. While it is likely that.performance
could be improved in any lahkor arga, it seems logical to
focus on those areas that are furthest below a standard
level of performance,

The comparison of actual with standard pérformance can
tell state ES management which areas within the state
have the lowest-performance. If most areas within the
state have performance below the standard, then the
process of diagnosing the causes of poor performance .
® should start at the state level, with a review of manage-

iy ment techniques, training approaches, staffing methods, etc.
At the labor area level, the location of offices, assign-
ments of staff, and overall manner in which staff resources
are organized, trained, and managed should be examined to
isolate specific areas that need improvement.

Table III-2 %ﬁnthe”following page displays expected and
actual performance for four performance indicators for
six SMSNs, . THese have arbitrarily been grouped by high,
medium and low expected or standard performance level.
Table entries for each area show expected levels of
performance for each measure, actual performance, and
the ratio of actual to expected performance. If all
areas were in the same state, the state administrator
might set the follow1ng priorities for further analysis
and performance evaluatlon.

a, SMSAZ2 would receive the highest priority, because that
area's performance is lower than the standard for’
all four mecasurecs, while SMSA4 is low on threoe of
the four measures.

b. SMSA3 might be given the next priority, because its
peﬁgqrmance is low on both placement measures.
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TABLE III-2

x4

Comparison of Actual Performance with Estimated

High Standard

SMSA1
Expected

Actual

Actual /Expected
‘SMSK2

Expected
Actual
Actual-Expected

Medium Standard

SMSA3

Expected

Actual
Actual/Expected
SMSA4
~ Expected
Actual
Actual/Expected

Low Stand%gg

SMSAS

Expected
Actual -
Actual/Expectegd
SMSAG
Expected
Actual.
Actual/Egpegted

L

Individuals

Expected Performance for Four Performance
Measures in Six SMSA's

o

Openings Filled  Individuals Flaced Openings Filled |
Placed as a Per- a5 a Percent of 5 a Percent of as a Percent of
cent of the Nonagricultural New Applicants Openings
Number Empleyment and Renewals Recelved
AUnemployed N ;
t .
127.48 3.85 24.97 66.94
163,04 2.55 34.34 61.39
§  127.89 66.36 137.54 91.71
" 108.81 . 3.43 26.02 68.27
64.79 2.09 20.07 53.48 .
% 49.55 60.96 77.11 78.34
55.91 .97 - 18.01. 59.45
. bl.88 2.43 24,15 55.16
% 110.68 250.52 134.09 92.78
63.84 3.37 23.87 65.69
57.02 2.28 18.41 . 70.75
% 89.33 67.62 77.10. 107.70
12.85 2.06 . 11. 86, 56.94
35.92 1.57 3.62 48.74
$ 279.58 76.50 114.85 85.59
11.41 .22 12.62 ® 57.08
20.81 1.386 12.74 59.05
% 182.41 621.03 100.98 103.46
L] \"""‘\.\J
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c.™ SMSAs 1 and 5 are low on both measures of openings
filled, which taken together with the performance
of SMSA's 2 and 4 may indicate a general weakness
in service to employers in this hypothetical state.

Furthermore, . within the labor area, analysts diagnosing

the causes of poor performance must review the manner in which
such policies as performing the work test have.been implemented,
partjicularly with respect to those.items known to have a
negative effect on performance. One state found that, even
though state policy does not refuire registration of all
claimants, there were sizeable variatfons within the state

as to the percentage of -new applicants and renewals who

were claimants that’did not appear to be related to
differences among the areas in unemployment rates or levels.
(The differences were perfectly rank-correlated with
differences in performance.)

_ The key peoint for administrators to remember is that the °

output standard set for a given area takes into account .
the observed external factors - economic and social, policy
and Taw. The observed measures of policy and law factors

in & given area May, in and of themselves, indicate that
failure to conform to the _.intent of a policy or law is
having a major negative effect on performance, and correctich
of the deviation will improve performance. It is true that
correcting the probZ2em might raise the output standard

used for resource allocatign (depending upon national
policy). However, it is also true that it is the
responsibility of each state to effectively serve the
greatest numbers of job seekers with the resources it has
available. Explicit inclusion of policy and law factors in
the performance evaluation and analysis process provides
explicit guidance for the analysis of policy impledentation.

- Using outaft standards in annual resource allocatioms.

In' lieu of using national averages as the standards against'
which performance is measured for annual resource allocations.,
output standards would be set for each area, including both
the 150 major labor areas and balance~of-State areas.

It is recommended that all known factor's external to the
local ES be taken into account in the process of setting
output standards, including policy and law factors., so that
differences between the output standard ,and actual performance
can reflect as nearly as possible the effects of factors
internal to the ES (i.e., under ES control), such as location
of offices, overall quality of management and staff, local
office organization, etc. These internal factors can then be
addressed by ES management to.develop performance improvement
plans. A number of problems arise, however, in interpreting
and using. the output standards for different purposes when
policy and law effects are taken into account. @ -

g | - 51 - -
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To illustrate the problem of taking policy and law factors
into account in setting output standards, consider the
effects of policy with respect to the registration of UI
claimants. In a périod of rising unemployment, job losers
constitute-the largest component of the growth in unemploy-
ment. Most job losers are covered by UI, and most become
claimants. "In'this context, it should be noted that the
number of workers receiving unemployment compensation as

of November 1974 was practically the same as the number

of job losers..." (Manpower Report of the President,

‘April 1975, p. 29.) "Many job losers, however, are on

temporary layoff or beliegve themselves to be; they expect to
be recalled to their previous jobs, and they are not
seriously interested in finding a new permanent job.
(Unpublished data from New Jersey indicate that during 1974
only 44 percent of initial claimants were 1ook1ng for a-
permanent new job. ) \

('8 L]

Since UI reg1strat10n pol1c1es (and, to some extent, laws)
are subject to influence by state ES and UI agencies, it

does not seem desirable to lower output standards by the
total amount indicated by the adjustment equation, which in
the form shown in Table III-6 reduces the standard for IP/U
by .661 points for each l-point increase in claimants as a
percent of new applicants and renewals. This is particularily
pertinent for areas where mandatory registration results in
claimants being 60 percent or more of new applicants &nd
renewals, which would reduce that standard by 39 percentage
points. In the ,absence of  a more sophisticated procedure;
one might set a policy that the claimant percentage above
some fixed standard would be ignored in setting output
standards. Based on the average of all states (about

27 percent) and review of some specific states, a reasonable
cut-off might be 30 percent, but further analysis is
needed before policy could .be set. i
Since ES resources are allocated to states, not individual
areas, the performance of the individual areas in relation to
their individual standards must be combined to arrive at a
single state summary score, similar to the summary score
computed in the FY76 BPF. In addition to being conceptually
desirable, the arithmetic of the recommended procedure
requires this and precludes the direct comparison of total
state performance against a state standard, as illustrated

by examples on the following pages. If they so choose, a

.state could use the results to allocate resources among

areas within the statE. 3

. L
*ta. Computing a state score for each measure of perfor-
5, mance '
This section describes the computat1ona1 procedures,
illustrateq wlth an examplé from one state, us1ng only two

-
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gquantitative measures. For each labor area, its performance
for the year (or other budget period) would be compared.
with its standard for each of the performance ratios. A
simple method for making the comparison is to divide actual
. performance by the standard to arrive at a percent of
‘ accomplishment. . (A modification of this would be to
compare actual with expected, plus or minus one standard -
) error. By definition, 2/3 of the areas will have performance
that is within one standard error of expected.)
Yo - ’
Assuming three performance indicators in each area, the \
measures of performance compared with standard can be written
algebraically as follows: '

pml= IP/MYi actual
hN i IP/MYi expected

pMe- IP/Uj actual _ > J
IF/Ui expected

PM3= OF/Empi actual

. . , 1  OF/Empy expected

- . -

The first performance measure, PM} is ratio of actual

number ©f individuals placed per n-year. The subscript

(i) indicates  that this is a measure for a particular area

within a state. BPM2 compares actual individuals placed as

a percent of the nuhber unemployed (IP/U) with expected, .

and PM3 compares actual openings filled as a percent 3; 4
the number employed (OF/Emp) with expected. For each”of

the measures, avergge performance in a given labor area

would result in-a gcore of 100, while higher or. lower .
performance would vield a hlgher or lower score. ' .

Table III-7 on the following page, illustXates the -
calculation in a state reporting 7 SMSAs for two of these
‘performance measures for which data were available: IP/U &
at the top and OF/Emp at the bottom. For each area, col. (1)
shows the actual performance, COl. (2) shows the expected

and Col. (3) shows actual performance as a percent of :
expected. .The range in Col. (3) for IP/U is from 37.5 .
percent to 67.3 percent and for OF/Emp it is frpm 45.8 per- - g
cent to 191.8 percent, with only two parts of the state

exceeding the standard.

To arrive at a statewide performé;ce measure, each of the
measures must be separatgly combined into a weighted ‘ .
average foxr the state. %%; weights are based upon the A
denominators of the performance measures, and the appropriate
weight for each measure is the fraction of the state total
that is in the labor area. For the preductivity measure,
the weignt is the percent of state man-years in each area:
: e
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TABLE III-7

¥ ! CH
Example of How to Compute a Summaf; Per formance )
~ore for a State for Two Performance Measures
) . Weighted
Performance Measure 2 - IP/U @ Weights ) Average -
S wmr - (2) = (3, # Unemp % of State [Sum of , k.
. Actual ‘' =Expected A/E $ (1000's) Unemp L (3) X (5}) '
SMsa 1 30.4961 81.2493 37.5340 12.0 4,86 v 1.82
2 26.7327 35.0216 76.3320 33.6 13.60 " 10.38 .
3 19.0474 33.1501  57.4580 45.6 18.46 10.61
4 35.9696 93.2057 ° 38.5916" 16.5 6.68 2.57
5' 29.7352 . 4£6.1604 44.9441 15.9 6.44 2.89
6 ' 32.4197 55.6644 58.2414 “1l6.9 .q 6.8% 3.98
.7 30.2968 55.6752 54.4170 11.9 4,82 . .2+62
Bal. of 43.0449 61:9790 69.4508 94.6 38.30 25.60
State . : i . .
0 0 61.49
Total [33.1156) [55.5468) 247. 100.00 =7
State . B .
\ * ]
L] ~ 40.’ - " . P
, : : Weighted
Performance Measure 3 - OF/Emp Weights . . Average )
() Al @ - = (3 # Empl % of gtate (Sum of
Actual ‘' Expected A/E 8% . (1000's) - Empl (3) X (5)).
sMsa 1 1.3100 2.2993 56.9739 265.2 . 6.05 . 3,45
2 1.3553 1.8280 74.1411 557.8 12.73, 9.44
3 1.0733 .5595  191.8320 885.3 20.21 38.77
4  1.5754 2.6981 58.3892 437.4 9.98 5.83 -
5 1.0797 2.3566 45.8160 342.4 7.82 '3.58
6 2.0725 2.2525  92.0089 269.1 6.14 5. 55
7 1.6603 2.2127  75.0350 219.0 5.0 375
Bal. of 2.6993 1.9464 138.6817 1404.6 32.06 4.46
State ) .
114.93 °©
Total [1.7863]) (1.8101] - 4380.8 100.00
State : ' '
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the othesy two meagures the weights are the percent of
unemploymenfyhnd of employment respectively as shown in
col. (5) of Table III-7. ﬁe algebraic formula for.
calcubatlhg the state level score for PM¢ (mdasures IP/U)

_ The formula shows that the state sc¢ore (PMj) is the sum
. B across all areas of the state of the area berformance.
scores (PMlj} multiplied by the numper unemployed in the area
- as a percent of the state's total_ﬁﬁemploﬁment (Ug4 /ung AN
L= " THe weighted perfbrmance measures for eac a compﬁ%ed by
multiplying Col. (3) by Ckl. (5) are s Cbl (6), and t
' the weighted Gverage for the state (t um of the areas)
is shown at the bottom. For individuals placed as a’percent .
\, ' of the number unemployed, the Welghted average. actual,
L performance compared with expected is §l. 49‘percent{ for
' openings filled as a perce t of employmént, the score is
T 114,93 Qercent. ) ;- .
_%' ) | . . . .
. Some'have suggested that it would be equally as good to
. calculate the score for each measure. as the ratio of state B
performance to the weighted average of labor area standards.
oY To.illustrate the error, weighted averages ‘of actual per-
P formance and expected performance were calculated. The

[ weighted average of actual performance is, by_ deflnltlon,
: ' equal to the actdal sfate total performance and is printed ‘
4 g sackets under Cols. (1) and (2). For IP/U, the -

weighted™ayverage actual was 33.12 and the'weighted average
. expected wags 55.55. The ratio of 33.12 to 55.55 is 59.62
percent. THis is less than the true weighted average of .

_ 61.49. Similarly, for OF/Emp, the ratio of 1.79 to 1. 81 is
4 + 98,90, less than the true averade of 114.93.

This result occurs because theé larger areas of the state '
tended -to have higher ratios of actual to expected per- .o
formance than did the smaller areas. The only way to

properly reflect this is to compute the state total for each . ]
performan¢e measure as the weighted average at the ratlo of

actual to expected in each area. .

< b. Comguting the statewide BPF summary sgore

The statewide summary®score would be computed as an average. -

of the scores for each of the individual performance

measures, This woufd be a weighted average if certain items {.
, were con51dered more important than the others. For example,

it ‘'might be reasqnable to give more weight to 1nd1v;duals
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placed -than to the other measuréz. The formula m1ght‘then
read: Using only the twg meagtires for which data are
available, and ®ssuming that one might decide to give
60% weight to 'individuals placed and 40% weight to openings
filled, the BPF.formula woulq re?d as follows:

~

w

BPFy =  60% PM% + 4039}%

L]

-

Uéing_thﬁ values from the preceding table, the Ealculated
~result for the state in our example would be:

BEFF, = 6 (61.49) + .4 (114.923)
3 9\ T

=426, 894 + 45,972

= 82,866 '

*The result of this equation can be called 'the "BPF" score,
because it is analagous to the policy-weighted score which

was computed comparing state performance against the national
average in the BPF for FY75 and FY76. The weights of 60%
and 40% are analagous to the budget weights used in those

. formulas, which of course had more than two performance
measures. However, in the recommended method, the state's
performance is compared with its own standard: the weighted
sum of the performances of each labor area. If a state had
average performance, it would receive a sc¢ore of 100; in

our example, state performance was bélow standard, and the
score is 82.8B66. -

-

Therefore, the score can be used in future funding aliocat?ons

in precisely the same manner as the BPF summary score was

used in the past, to calculate the state's share of;

resources., For example, assume that 20 percent of the

annual allocation would be adjusted for. performance.

- JAgnoring hold-harmless provisions, etc., the formula can be

expressed in the followlng way:
-

MY1j:+1 - MY

-

t .
3 (.8 + .2 BPRy) myt+l

MY
5 [

This formula says that the man-year allocation for statej
for next year {my ?+ 1) is egual to its share of current
national man-yedrs (i ), adqjusted for performance

(.8 ¥ .2 BPF3), multlpT{g% by the total national man-years
available %or allocation { My t +1). In other words, the
formula adjusts each state's share of national man-years

- o .58
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based on,pérformange,.with the state's total dependente
1a;gely_dﬁ“the_nat10nal tot3l available. The result is
quite similar in end result to previous BPF formulas.

If the example state had 1000 man-years in the current ear
(MY 0 ) out of a national total of 25,000 man-years (my®,

then“the next step would be to calculate the state's share

-for the next year:
]

My, t*1 o looo )
iy sc555 L .8 + .2 (.82866)3 MYE*L

= .04 [ .96573) myt+l

=.038629 Myt+l

The initial share (1000/25000 or .04) is reduced to

96.57 percent or .0386, because performance was below
standard. If the national number of“fran-years available for
allocation uw~t+1), remained at 25,00¢, -the state would

get only 965.7 in the next year. <

Allocation of marginal or supplemental resources and

estimating ES output : ] «
Frequently, DOL asks OMB and/or Congress for addition?%gf

resources, and is ¥sked in turn what- oygsputs can be

expected from the additional resources® The prediction
model answers the gquestion by estimating the additional " a
output .that would be expected from supplemental or marginal
resources. L ‘

an Hllocdtion which gives each state and labor area some
resources but which puts the largest share in the areas
withethe greatest expected performance can be computed by
giving each labor area (via the state) a share of the
supplement yhich is equal to its current. share of resources,
adjusted for performance: .

S - MY
MYy = 3 BPF; X muyS
v

This equation states‘%hat the supplemental man-years for a
given state could be allocated by applying the unadjusted
BPF score to the state's starting point man-year then
allocating the supplement according to the adijusted share.
Using our example state, it started with 1000/25000 or 4
percent of national man-years. ‘Its BPF gcore was 82.87,
which, multiplied times the 4 percent starting share, yields -
a supplemental sharé equal to 3.31 pércent. If the size of
the national supplement was 1000 man-years, the example

state would det 71 man-years.

§54 . _ /
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A
The extent to which the underlyling predictive model assists
in predicting what outputs can be expected where depends’
upon the compléxity of the mpdel. In Section B. of this
chapter, a generaliZ?ed standard form equation was written
that shows individuals placed.per man-year (IP/MY) as a
functioh of external and internal factors. As discussed—at
that point, if the actual equation used to compute expected
performance is linear, then the average IP/MY is equal to
the marginal. Expected output from supplemental resources
can be estimated simgly by multiplying either the ©bserwed
IP/MY or the calculated expected IP/MY by the size of the
supplement“ :

S
Marginal IP = ‘Ip expected X MYS or ;5 actual X My
MY

-
If, however, the equation contains nonlinear or interaction
terms, then the equation for the marginal product must be )
derived and used to estimate expected output. The derivation
process, while simple to econometricians, is too complex

to explain in this report.

Using output standards at the local office level

a. Within the 150 major labor areas Lo P

The output standards to be developed by the methods

described in Sectdion C., are standards for an entire labor
area, and are developed taking into account the external
social, economic, policy and law factors that constitute
the relevant environment within which the ES renders its
services. With the exception of possible adjustments for
the location of offices in different parts of SMSAs that
cross state lines, the recommended methods would not result
in explicit standards for individual local offices: {except
where ‘a single local -office serves the entire area). The
rationalg for setting standards that apply to entire,labor
areas, rather than individual local offices, was stated
under D.2 above,

J
There are two questions that might be addressed in relation
to standards for individual local offices within a multi-
office SMSA., First, is it necessary to develop local,
office output standards? Second, is it feasible to do s0?

The necessity for developing local office output standards

is related to the degree of autonomy of management :
exercised By the local office manager. The local office
traditionally has been the level at which staff and other
resources are managed and utilized to provide services,

and the local office manager has been a very crucial person

in the ES menaqement structure.
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HowevVer, in recent years two.trends have developed that
were cohserved in the field work research on input .standards.
The first trend derives from the organizational approaches.
developed by ES agencies to utilize job banks. As a
minimum, most areas have centralized order "takindg, referral

control and verification functions, which necessarily G~

created a strong interdependence amcng offices. In addition,
many areas centralized,employer services and other support
functicns. In the extreme Case, oneé area has 10.to 12
service locations which provide only intake, selection and
job referral sexvices, with all other functicons handled

from a single central lécatién. This trend has reduced

the autonomy of the manager of each service ‘location and

has strengthened the role of the area or district manager,
who participates in the formulation and implementation

of policies, programs and procedures.

A second, related, trend is toward experimentation with
different constellationsof office locations and functional
specializations. The experimentaticn.is moving in many

different directions relating to horizontal and vertical - (

structures and the use of information technelogy. (See
also Aller, et al, pp. 25 to 29.) This requires the
involvement ©f the area manager "in the selection of
alternate service locatiops, the defifition of functions,
and the monitoring and evaluatibn ©of the-results of each
test. Again, the trend leads toward a stronger central
manager and weiger local office manager.

The guestion of feasibility must be answered in the context
of the complexity of different patterns of local coffice
location, functions and structures," and the stability of"
such patterns. There are several types of local coffice
specialization. As noted above, there is a trend toward
experimentation with offices having a limited number of °
service functions. Traditionally, offices have specialized
in service to specific occupational and/or industrial groups.
The setting of local office output standards would reguire
an evaluation of the effectiveness of each type of specifi-
cation in different environmer’ts, then the translation ©Of

the results into standards, tdking into account the causal
chains implied in the model of the ES presented in Chapter II
of this volume. As stated in Chapter II, considerable addi-
tional research and development is reqguired to complete that
model, and the volatility of the patterns weould have to be
reflected. - ‘

Our conclusion is that it"is not feasible in the short
run nor is it necessary to develcp specific cutput
standards for specific lgtal offices in a multi-office
labor area. Output standards for the labor area as a
whole can be used by area management as one input in
evaluating the performance of individual offices within
the area. Failure of an individual cffice tc aghieve
performance equal to or better than the standard fdr the
area, or success of an cffice %n_exceeding the standard,

36~ 09
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cannot be taken in isolation from other cons;deratlons
relating to the location, structure and functions of the
office in evaluating the overall success of a given office
in meeting the objéctives defined for it as one unit /in
the local ES service network. . .

b, Balance.of-state areas. ‘

- .
_ Specific output standards adjusted for external factors

cannet be set for most individual labor areas, die to lack
of suitable data on labor force and unemployment for SMSAs

‘- other than the-150 major labor areas and lack of published

data on employment for non-SMSA labor areas. Until the data
gaps can be filled, we recommend setting standards for
balance-0f-state areas which include all labdr areas outside
the 150 major areas. Each state would have a .single set of
standards, adjusted for state-level external factors (net .

‘of employmént, unemployment, etc., for any, of the 150 areas

within the state.} Whilé usable for funding alloc¢ati®n’
purposes, the published standards would not apply directly
40 any labor area in the balance-of-state class. State ES
dgencies, however, c¢an use internal estimates of the factors
in conjunction with the estimating equation or typology

to calculate output standards for individual areas. While
not as sound as the published standards, these could be

used as valid. standards for internal evaluation purposes and
perhaps as an input to planning,the intra-state allocation

of resources. ,

A dilemma in uging output standards to allocate resources
I@ﬂwaamimplied-in preceding sections that, following the
philosophy applied in the BPF for previous years, a state
whose overall performance was equal to the standard for
the state should receive the same share of national ES
resources in the next year as it had in the previous year
(this ignores, of course, “productivity increases”,
definitional changes, and other factors that affect the
total amount of resources available for allocation
through the performance-based budgeting process.) . -

It is’ clear from examining the research results that, -

when all external economic.and social, policy and law

factors arg taken into account, there would be quite a

wide range jin expected performance among the states, even

if -all states .and areas had performarnce equal to their
standard, because the standards will vary dramatically.

For example, for F¥74 at the state level,. expected pro-
ductivity estimates ranged from 8% to 206, with 4 states
having estimates under 100 and 4 states having estimates over
190,. nearly twice as hich. At the,labor area level, expected
values for IP/U range from less than 10 to over 150!!

* The wide rénge in the estimated standards computed to date

with the incomplete model developed in this project is
attributable to the.wide range of economic, policy and other
factors among the areas. Further refinements in the model
may lead to even wider ranges in the standards, as more of
the variatioh in .actual performance is, accounted for.
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Therefore, if output standards are established for use in
the funding allocation process, similar results can be
expected, although the specific methods used will have a
bearing -on the resultant ranges of .performance standards.

In theory, the purpose of .reflecting the external factors
A in setting putput standards which will be used in the

resource allocation process ig to adjust for factors beyond

the control of ES management and to come up with standards

" against which ES management can be judged. States wbose
g " performance exceeds the standard are assumed to have good
‘? management and are to be rewarded accordingly, while states
: whose performance falls below. the standard are assumed to
. have poor management.

The interpretation of the research results is'that certain
states having average management capability-can reasonably

be expected to have performance levels at least twice as p
high as certain othdr states also having average management
capability. The credibility of e research results have been :
challenged, because on-site evaluations have identified numerous
examples of poor management practices in certain areas where

the statistical analysis results indicate that actual per-
formance is eqgual to or better than the (low) standard; the
converse is also true. One hypothesis {not easily testable)

is that the environment in certain areas is so detrimental

to ES performance as to produce organizational frustration,
manifested as poor management,tlow morale, etc.

4
This' leaves the policy maker with stething of a dilemma:

On the one hand, it is desirable to reward good manage-
. ment, implying that the abso%;te level of performance

' %\ is not being judged, only actual performance relative
to a reasonable standard. This approach is advantageous,
particularly when in the past it has been the large
northern and eastern states who have suffered most
through BPF. If the standards are lower for such states,
it is less likely that they will suffer cuts in the
future,

On the other hand, the ES exists to serve job seekers
and employers who request its services, Irrespective
of the quality of management or the stability of the
service organization, it seels reasonable to allocate
the resources to states where the greatest number of .
clients can be served. It is often argued that resource
reallocations through the BPF have in some sense

penalized the people living in the states 1051ng

resources.

The converse of this arqument is that leaving resources

in states where actual oy expected productivity is low
- {irrespective of guality‘of management) penalizes the -
. . | G:h ’
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residents of states where productivity is high. For
example, a state whose productivity is 200 individuwals
Placed per man-year can serve twice as many people per
unit of resource than a state whose productivity is
. : , only 100. Job seekers in the first state lose in the
ratio of 2 to'l when (marginal) resources are re-
. allocated to the second state.

. The policy maker must address this dilemma, taking into

account both the political and the program implications . R
of differenty solutions, pr1or to decidin¢ how the adjusted
. output standards should enter into the funding allocat10n
process,: 1f at all.
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Chapter 1V .
METHObS FOR ESTABLISHING INPUT STANDARDS
E ] w . T

-

Introd@étion: Practical Definitions .and Uses of Input
. ' ﬂ_ B

Input standards are models of the placement and placement support

processes which can help diagnose the cause of poor performance r

when actual operation$ are compa¥ed to them. Their purpose is to

help improve the Employment Service, particularly in local

Placement operations. The development of these standards is not

a simple matter and the'difficulties of the task were recognized

from the beginning of the project. In fact, doubts have been

expressed that standards could be established without first

answering long range questions on the specific missions, purposes, ' '

objectives and roles of -the ES such as, "Is the Employment

Service primarily serving ehlployers or -serving applicants?” or,

“"Does the Employment - Service aim primarily to maximize placements

or to reduce the unemployment rate?” When this study was started

these questions already had a long history; pethaps they will

have as long a future. It was clear then that the ES could not

wait for them to be answered; the practical needs for an effective

tool to carry out the purpose of improving the placement process®

was too urgent. An gffective respornse to the current demands for

an effective and efflicient Employment Service requires. that

adequate manag€ment tools [} put into the hands of state and local

managers as rapidly as possible.

An Integrated Management System that combines the output performance
evaluation components of the Balanced Placement Formula with
diagnostic and prescriptive analysis can be developed without
waiting for the answers to long range questions. Studies of the
cost effectiveness of the placement process may take years; now
there is an urgent need to make' the current placement .process as
efficient -as possible, at least until alternatives are developed,
tested, and implemented. We therefore began our study by

proposing a model for the placement process. that depicted the
current functionhal activities and the relationships between them.

An overview model is shown -in Figure I1v-1 on the following - N
page. Resources allocated to each functional activity are inputs
to the placement process. The inputs are assessed by comparing
the "actual performance levels with sthndard levels to be determined
through methods described in this report. The efficiency of each
functional activity is assessed by comparing the resources o
required for the measuregaperformance level against the standard
model resources. In this¥project we have performed the following
tasks: j” : ) 4 .

EXTA Y

© Selection of the measures of performance. ]
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® Development of a method to measure the levels of
performance -for each functional activity.

- e Develophent of a method to determine the resource .
requirements to meet. those performance levels when
. the functional activities operate efficiently.

Our project was designed to set the stage for a larger survey

that would establish the actual performance standards. Our
objective was to develop methods which would: be used in that
survey. After developing the methods we tried them out ‘in

several locdations to demonstrate their practicality and

capability to develop.the standards.,’' In these pilot trials

we developed a self-application procedure for conducting the
surveys that will significantly improve the scope of the next °
step by reducing the need for a member of the study team at T
every site on every day of the-survey. A Handbook for Analyzing
Local ES Performancé (Volume 4 of this report) has been

developed for collecting time utilization data at the local level-
for computing efficiency measures, service percentages, and-key
quality factors; and for collecting the data needed to establish
and validate input standards. In addition, the Handbook can be _
used immediately for local office analysis. ' '

To illustrate the form in which the data can be analyzed and some
Potential uses of the data, Table IV-1 on the foljlowing page shows .
the .results” of applying thé methodology to t al officea¢ .
Part A of the table shows the perCent of resources allocated to
each category in the placement process. The categories were -
defined so that they can be related directly to codes used in
the official time distribution system without being limited to
those codes. (The alphabetic codes were developed and used in
the data collection at the local office level to avoid confusion
between time recording on the special survey time ladders and

. time coding on &he time distribution sheets.,) In addition to the
items shown, the. Handbook also contains methods for measured

s 1nter-act1V1ty ratios, such as referral-to-placement ratios,

individuals counseled or tested as a percent of intake, etec.

ES'input standards, when established, will provide a model, a
measure and a comparison upon which ES management can build -
performance 1mprovement plans. A primary use of the standards
- will be as a tool in diagnosing the causes of poor performance
in labor areas that fail to meég output standards, not because
_ these are thejonly areas that could achieve higher output
~ Derformance, but because the performance-based budgeting- system
' tends to give an incentive to concentrate on such areas. To use
the standards, it is first necessary to perform the resource
tilization measurements described in Volume 4 in the labor
reals) and local office(s) of interest and tO calculate the
everal statistics that characterize input utilization. The
esults can then be compared against the appropriate standards .
fog that type of labor #rea to identify dlfferences which might .
-indicate causes 0f poor performance. \

6:5
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lable Iv-1. Example of Data Compxlation from On-site Survey
of 2 Local Offices

L

A. % Resource Allocation for Placement Process Component Activities

Ll

Placement and Support Activities 1o#-1 (3) LO#-2 (%)
AT  APPLICATION TAKING 8.1 14.5
CSs COMMUNITY SERVICE 1.0 0.6
CO  COUNSELLING . 2.3 11.0
. ES EMPLOYER SERVICE 6.1 2.2
FC FILE SEARCH/CALL-IN - 7L 1.0
JD  JOB DEVELOPMENT - 2.7 1.6
JIS* JOB INFORMATION SERVICE 1.5 2.1
JO JOB ORDER TAKING 1.9 2.7
RE RECEPTION : 4.5 & 6.6
RC REFERRAL CONTROL 4.3 0.3
RI REFERRAL INTERVIEWING 9:8 11.3
TE TESTING ' 2.5 ) 0.1
VE VERIFICATION/VALIDATI N 2.0 1.3
Subtotal . 6.8 58.3
Ll ’ -
Non-Placement Activities .
Xc CETA ¢c.0 , 1.6
XE EFS STUDY . 0.5 1.0
XF  CLERICAL . 11.2 8.9
XI SICK . 4.4 2.4
X7 JOB CORPS, FOOD STAMP, UI, ETC.. 1.0 . 2.7
XM  MEETING, TRAINING 6.6 0.4
XS SUPER. , MANAGEMENT ETC. 6.5 4.4
v VACATION ANNUAL LEAVE ' 5.8 7 5.0,
- XX - PERSONAL, COFFEE BREAK ALL ELSE 7.2 15.3
. Subtotal ¥ 1’3. 2 4.7
Total’ ' © 100.0 100.0
B. Selected Service Ratios (Percent of Traffic)
‘Application Taking : - 44.0% 46,9%
Referral Interviews 60.5% S9%
C. Selected Quality Factors:, ' \
¥ Responding Employers Anéwering YES
Does an ES represantatxve contact you ‘ '
regularly? " . 75% 43%
When an LS representative visits you, does
he/she appear to be knowledgeable of the )
current labor market? 93% 50%
( ” :
D. Monthly Placements per Equivalent Position 45.8 28.6

. e
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Pending the establishment of input standards, the rasults of the
measurement can be utilized by comparing the statistics with
existing sources of related Bnformation. The local office manager
has planning and budggting standards of comparison for resource
- utilization and servige ratios from the Plan Service System and
has data on performance per unit of resources from POSARS.
" Comparing the results of the survey with the data from official
. ' sources, the Ranager can compare his actual resource utildization
1 and intermediate outputs with his plan, and can validate the
\ official figures. fHe can also review the data on key qua qu
factors for each agt1V1ty against available (published or personal)
' standards of peéerformance and identify staff training needs ln the‘
state-of-the-art.

1

-
The, area manager or field supervisor, given data from several #ocal
offices,- can compare input resource utilization with intermediate
“and final outputs to identify potential areas for correction. In
Table IV-1, for example, L0 2 has a much lower number of monthly
placements per equiva¥ént staff position than does 1L.O 1, Lo 1
devotes relatively mog¥E resources to employer service and to file
search and call-in, and-Yess to afpligatiOnhtaklng and counselling. It
. has higher’ serV1celratlos for applicatjom-taking and counselling. It has
higher service ratios for referrai interviewing, and a better rating
on employer service quality facto A field supervisor could use
such comparative data, even in the absence of validated standards,
to examine he causes of such differences, including the effects
of external economic factors, etc., and to develop a plan for -
1mprov1ng performaﬂca in the second local offlce.

This example 111ustrates the potential for 4pplying such methods in
the diagnostic process even on an. 1nter1m basis. It also illustrates
the potential p1tfa115 of applying validated- standards. Input
standards can be ‘developed in accordance with the methodology and
plans, which standards can never be used in a rote cookbook.manner

- } toegrescribe changes in the organization or functioning Wf the ES,

need for such changes must always be identified on- thé basis

of sub-standard output performance, and corrective plans must always

take into account the specific realities and“‘constraints of the

. individual labor area. The Handbook for Analyzing Local ES

' Performance, (Volume 4 of this report) describes in detaii how raw

data can be collected, how the data can be compiled into standard

forms, how observed patterns can be' compared to the standards, and -
how the comparison can be used in developing performance improvement
plans. - .

The ideal objeéctive of the next major phase ¢f input standards
development would be to establish and validdte patterns of
resource use, service ratios, and efficiency and. key quality
factors that discriminate between areas lpaving high levels of
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~and low performers, holding all other factors constant.

output performance. (under given. sets of external conditions)

and all other areas. " However, the current state-of~the-art

does not permit the "validation] of ‘input standards. Valida-
tion of standards requires the analysis of input patterns in

relationship to output performance, and the identification

of input patterns that discriminate between high performers

The use of output standards and the comparison of actual
performance with the’ standards permits identification of high
and low performing labor areas, holding constant the effects

. :of external economic and policy factors. To validate input -

standards ‘additional factors must be held constant: local
office location, overall management quality, staff skill level

" and morale, and guite possibly the mix of applicants and job

openings., This would permit the observed patterns of inputs

to b ested, net of all other influences, to identify those
pafgg;ﬁgmwhiCh discriminate betweén high .and low performers.

While technigques have been developed for measuring location

and management quality, they have not been sufficiently tegted,

and integrated into a comprehen51ve system to permit us t

factor them into an analy91s in the immediate future.“

Therefore, an achlevable shortﬂrun objective is to identify

patterns of input utdlization characteristic of high performing
labor areas and of offices within thosg areas, ignoring the .
other internal factors and deferrihg the question of validation

to a future timeg when the.state-of-~the~art permits validation: °

The steps needed to achleve the objective include measuring . ‘
input utilization in a sample of labor areas, identifying input —
patterns, and pregarlng input guidelines for different types

of labog areas. he steps outlined in this chapter are —
designe@ to finalize these pattérns. ,The recommended approach

will result in the setting of standards for each of the

13 functions identified in Table 4V-1, based on the average

level for each measure in high petSormlng offices in each -

type of labor area. It is guite nossible “that when it becomes®
p0551ble to validate input, it wikl be found that not all of the.
functions nor all three measures of each fupction discriminate
between high performing areas and other area&. ¢ It is further
possible that periodic revalidation” of thé standards will show

that different functions or measures are va11d, as ES service
ob]egtlves and methods change over time. -

& "

The current status of the progranlfor deve lopment of ES 1nput
standards is .that methods have been developed and tested: for

'measurlng the utilization of ES staff - time 1pr the local

office in pexformahce of 13 placement anq placement support
functions and % non- placement (overhead) sategories, measuring
activities and”’sexfvices resulting frﬁm pl ent functions,

‘and measuring keyiquality factorg assoclated with those .
fiuinctions; for mputing ratios, mif ¥s per unit of service, and
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resource distributions: and for aggregating results to the 3%
. labor area level, and, where feasible, to the state lewvel.
Section B, of this chapter presents plans for classifying
labor areas by type and for selecting samples of labor areas
-and local offices for different data collection purposes,
- data analysis problems, and impllcatlons for validating and
revalidating standards. Section C,discusses an additional
- . use of. the data.

¢

B. Metbods of Data Collectidn and Analysis

k

4
The measurement of ES staff time utilization®and service »
"patterns for all of the approximately 25,000 to 30,000 ES
staff members in all 2500 to 3000 servicé locations iS. neither
necessary nor desirable for collecting the data nheeded to
establish input standards. The problem is to design an
efficient, practical approach to selecting a sample for the
measurement, the results of which can be used to establish
1nput patterns characteristic, of-high,performing labor areas
of dlfferent types. The recommended design is’a stratified
" sample -of lapor areas resulting .in a sample of ebout 10
- R percent of ES local offices and staff. v ST
¢

; l.. The sample of labor areas

N As stated previously, the labor area is the preferred .
"unit of an sis, because gt is an integrated economic
, and social System within which the ES provides services.’
) For practical purposes, the relevant size of the universe
' ' is the 15045MSAS that are defined as major labor areas
plus 48 balance-of-state areas.

v -

it
The flrst step in £ﬁe sample design is~to stratlfy labor
A - areas.by ‘external d€conomic conditions found to be

'SLgnlficantly related to ES output performance. The
. factors identified in previous reséarch are -size, the
stable ones of industry composition, and labor force
compesition; and the more volatile ones™of unemployment
" and growth. The actual stratification or grouping of
. . labonr, areas by type ‘can be done using these variables
. (or others found significant in further development of
output standards) and the combination of factor analysis-
and hierarchical clustering as described in Chapter IIT. C“
“ 1.b. The result would be groups of areas as similar as
possib;e to each other within each group. Therefore, the
groupings would be used not only for sampling but also for
the typing of areas in setting standards. For. the purpose
8. ‘Qf using the inout standards, the list of the labor arcas
in gaelr type must be published along with the standards for
each type.

Using the comparison of actual perfcrmenCe versus oubtput

L standards, labor areas can further be stratified into
' “ . high, medium.and.low performance groups. If the concept

ERIC = 0 P 89 | - .




of a standard error or standard deviation is used as the
criterion, then within each stratum, 1/6 of the areas
would be high performers, 2/3 would be medium performers,
and 1/6 would be low performers. Across all strata there
would be about 33 areas in the first class, 132 in the
second, and 33 in the last. - . !

The next step is to use the stratification to seléct an
actual sample of areas. If it were feasible to both
establish and validate input standards, then-either of *-
two sampling approaches could be used. One would be to
select a sample representative of the entire universe;
multi-variate statistical analysis techniques would be
used to identify the input elements ‘correlated with
higher performance. "The other would be to select only
high performing and low performing areas within each
type: analysis of variance could be used to identify the
input measures that discriminate between high and low
performing areas. :

Both approaches would encounter difficulties in a sample

of 50 areas, becauSe the number of observations in each
class of area might be too small to permit use of the .
statlst;cal techniques, requlrlng the combining of strata
or the use of only a few strata to start with.

G;ven ‘that it is not Possible at the present tlme to
validate the input standards, one reasonable recommendatlon
is that the sample be limited to the 33 high performing
areas, using the data'within each type to calculate averages
for each ofithe inpit measures: Even this.approach may
encounter problems of a practlcal nature. Research completed
to date using data from 80 SMSA's and 48 balance of state
areas results in only one of the 12 largest SMSAs falling
into the high performance group. None of the. three largest,
containing about 120 or 5 pergent of the nation's ES

offices and posslbly as much as 10 percent of the nation' s

'ES staff, would be in thesample based.on "available results'.

Since all three are different from each other when
measured by both internal and external factors {except
size) , since they seem “to be different from other areas,
and since they consume such a large share ¢of ES resources,
it seems hlghly desirable that they bé included in the

. sample. e

2 feasible solution to the problemggﬁ’to dlélde the
universe into two parts. SMSA&,over 1 million in

‘population, and major labor aréa% under 1 million in

population plus all balance of state .areas. The 12~

largest SMSAs are. estimated to coggaln approximately 210

local offices and 3800 staff, or out 15, percent of the

/A
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national staff total. Data collect&on‘within such areas,
while important to the total national picture, reguires
further stratified sampling. It i%¥° quite possible that
the prior factors in the causal chain, particularly the
location of offlces, would have a domlnant effect on ES
performance in large SMSys with complex transportatlon’
taking this effect into account, it would be necessary to:
stratify local offices by functlonal specialization and
by occupational/industrial SpeC1allzat10n. It might also

'be necessary to sample work units within local offices,

stratifying by functional unit and: even by job description.
The data are not currently available to begin to propose

a plan for such sampling, and r? is recommended that
measurement of lnput patterns in these areas be deferred
to a later phase in' the development of input standards,

The recommended sample, then, reduces to selc .tion of the

high performing labor areas from among the remaining

138 major labor areas, of which there would be 23, plus

the High performing balance-of-state areas, of which

there would be about 8, It is estimated that the 23 SMSAs
should average between 5 and 10 local offices, while
balance-of-state areas should average about 30 local offices.
If the 23 SMSA's averaged 7 offices, all could be included

in the survey for a.total of 161, leaving .39 offices to

be selected from the 8 balance-of-state areas. The highest

5 performlng offices per state could be selected based on

" state data. Using this design,' the balance of state areas
. would be a gingle stratum with 8 members. The 39 offlces
" selected would constitute a .16.8 percent' sample,

)

The recommended method would result in a sample of 200
offices containing an estimated 2000 staff, about 9.4
percent of the staff outside the 12 largest cities. .
Returning to the guestion of the appropriate number of
strata, excluding the classification by output performance
in relation standard, it appears that a desirable
number would ba 7 classes of areas, allowing an average of
5 or 6 are pex class of SMSA plus 8 areas in the balance-
of-state stratym, which would permit a computation of
the variat among areas within each class to accompany
the computed average for each performance measure for
each type of area.

The sample of tlme

L
a

The -data collection design presented in’ Volume 4§ discusses
the choice of a one-week period in which to conduct the
survey in each 1oca1 office, The period of data collection
is limited to a one-week period to minimize the burden, and
it is recommended that the survey be done in a continuous

AN
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five~-day period to maximize training effectiveness.

The one-week constraint raises the possibility that .
sample results will be unduly affected by seasonal .
factors, by unusual local conditions and by the .
sampling error., Each of these aspects needs further :
consideration.

It is quite likely that seasonal factors will influence

the results of the data collection, If collected in

the FPall staff time utilization tterns and service
ratios may. reflect a general seasp“al decline in hiring
activity, while data collected in the early Spring could
show the opposite effects. Data collected near the end

of the school year would show the seasonal, effects of

large numbers of youth applying for summer jobs. Data
collected in the Summer might show the effects of temporary

" ES staff. reassignments and absences to cope with the

traditional vacation period. Holidays occurring within
a survey week might shift work loads or leave factors.
It is strongly recommended that a survey week be chosen
in conjunction with state ES mandidgement that does not
contain a holiday. Beyond this, the only known method
for adjusting for seasonal effects is to collect data
during each season (perhaps du¥ing the mid-month of each

calendar quarter) and compute an annual average.

The extent to which unusual local conditions durxng survey
week may affect results is less clear. Obviously, if a
major training program, management review, or other
controllable event is scheduled, the survey would yield a
pigher than normal percentage of nonplacement time, -and
it' is recommended that the data collection be.scheduled
away from such events. It is also possible that major
changes in economic conditions, such as a massive layoff,
could affect performance in a given area., It seems likely,
however, that the effects of such events related to the
business cycle would average-out over a number of gimilar
labor areas. The only feasible adjustment method would be
to sample at different points in the business cycle. This
could be combined with the quarterly measurement plan dis~
cussed above. *
The sampling error associated with the survey week can be

computed. Since the national average leave factor is -
about 15 percent, the average number of weeks worked by : °
ES staff nationally is about 44.2. One week, therefore, T

is a 2.26 percent sample of each staff member s time on «

the average, if leave taken during the week is excluded K

from the calculations. If time is sampled quarterly, this

results in a 9 percent sample of time. Sampling error, RN
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which assumes an unbiased estimate of the true value, is
a function of the square root of three factors. It
increases with the measured variance. It decreases with
an increase in the sampling frab;éon, but the relative
increase in sampling error for percentages is only 3
percent for an increase from a sampling fraction of 2
percent to a sampling fraction of 9 percent. More impor-
tantly, the sampling error decreases with an increase in
the sample size. For the current problem, this is impor-
“ tant only with respect to the balance-of-state estimates,
where the number of offices per state is small. However,
since the balance of state is treated as a single area in
each state for which the estimates are to be computed, the
relevant number is the expected number of staff (estimated
at 40 per state) rather than the number of local offices.

' ’ 4
3. Computation of input standards by type of labor area

The data collected from the sample of labor areas will

be used to compile the four types of input measures for
each of the 13 functional activities and nonplacement

time, for each of the 31 sample areas, using the detailed
methpds contained ih the Handbook for Analyzing Local ES
Per ormance, The result will be 3l sets of 1nput measures.

\\h\\\UTHé'data for the areas would be grouped by type of area -
5 or 6 SMSA types and l balance-of-state type. To calculate
?thg-iﬁput standard for each type of labor area requires
two related computations. The first step is to calculate
the average across areas within each type for each of the
" - input measumes, minutes per unit,-service percents, percent
of resources, and key guality factors. (Of these, only
the percent of resources is relevant to Nonplacement time.)
The average for each measure is the initialijnput standard
for each ES function. .The second step is to compute the
standard deviation for each of the measures. The standard
deviation will be published along with the.average to
indicate the extent of variation obsérved.

Table IV-2 on the following page shows an example'of how
the resultant input standards would locok when published
- for one type of fabor area. In using the standards, ES
management would look up the particular labor area under
review in the list of labor areas by type, then consult
the tables of standards for that type of labor area.

]
)
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Table IV-2, Example of Quantitative Input Standards
L] \ - ‘,
Unit Costs Résource Use " | Quantitative o
Minutes Per Percent of Service Measures of .
Aotivity , “Onit Quality Total Resource Percents - Component Activity
. Average 3.0 : 4.5 5.0 .
RE Reception . Range* 1.0 0.5 1.0 . -
) . Average 11.5 8.2 44 0.025
AT Applicatinn Taking Range* 1.5 % Y:E}__ 10 010
Average 36.3 : 2.1 - 42.5 N
CO  Counselling Range * <. 75.0 1% 10 0.5
Average 12.1 2.5 ¥y 7.0 0.007/0.110.050
TE Testing Range* 1.0 0.5 2.0 0.00% 0.05/ 0,005
- Average 10.1 3.8 60 ° - 0.40 / 4
RY Referral .Intervieiwng Range* 2.0 1.0 15 0. 05 0.5
Average 5.3 7.1 56.0
PC File Search/Call-In Range* 1.1 1.2 20 |
. Average 4.8 1.5 15 i
S I3 Job Information Service Range* - 0.5 0.7 3
Average .13.4 1.9 1.0 |
OT OQrder Taking Ranqge* 2.0 0.7 .1 % l
Average - 4.37 a3 180 |
=~JRC Referral Control Range* 0.5 6.5 40 ‘
= | — Average L7 2.0 385
vV Verification/vValidation Ranga* 0.2 0.2 70 ‘
' ) Ayerage 103.1 6.2 30
ES Employer Service Range* 30.0 1.0 5 -~ i
Average -’ M 4.0 i
CS  Community Service Range* NA 14 2.0 - NA -
. Average 5.9 .2 50,0 ~ Q.2 0.50
D Job Development ks Range* 1.0 . 1.0 s 107, 0.05 0,05 )
"’4 r
*Range is equal to the average plus or minus one standard deviation, ’ ] VJ( .




' Aggregating and Disaggregating Input Standards for Use \

at the Local Office, State and National Levels

As in the development of output standards, the methods for
developing input standards lead to standards characteristic
of labor areas, more specifically the 150 major labor areas
for which data on external economic and policy factors is
available plus balance-of-state areas. For reasons discussed
in more detail in the previous chapter, we believe that both

-output and input standards should be set and used primarily

at the labor area level, because this is the level at which
ES resoudrces are applied in service to an integrated economic
and social system, although for practical reasons it is not
possible to do so for individual ‘areas outside the 150 major
labor areas, at the present time.

There is, however, considerable interest in the use of
performance standards in local offices which requires dis-
aggregation low the labor area level, and in state and
national offi¥es, which requires aggregation above the labo#
area level. The subjecdt wastdiscussed with respect to cutput
standards in the previous chapter, wherein a weighted averaging
methodology was desgribed for using output standards at the
state level. L

For using input standards at the local office level, one class
of the measures can be applied directly. These are the key
quality factors associated with each activity. The field

work for this project leads ug to believe that the specific
measures of quality are generally applicable to any office,
because they represent significant dimensions of the accepted
state-of-the~art for performing ES services to applicants and
employers. The data collected for the purpose of establishing
input standards should be analyzed to test for variations
among areas. '

The use of standards for minutes per unit of service, service

" percents, and percent of resources will vary depending upon the

type and degree of specialization of ¢ffices within an area. If
offices are not specialized in any way, the standards may be
applied directly. If offices are spec¢ialized along occupatifonal/
industrial lines, the mix of applicants will vary among offices,
and the minutes per unit and the service percents will also vary.

- The methods developed to date would not permit derivation of a

standard for each local office. If offices are specialized
along functional lines, an estimate of the percent of resources
can be derived from the standard for the area by assuming a
constant nonplacement percent and reallocating the standard
percents among functionsperformed in the office under study.
For example, consider an office whose functions are limited
to reception, application taking, referral interviewing, file
search and call-in,* and job development, with all other functions
performed centrally within the area. As shown in Table 1V-3,
if the share of nonplacement time remained constant, the place-
ment time would be allocated among the 5 functions.
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Table IV-3. Calculation of Percent of Resources
- fdxr_a Limited Sezvice Office
‘“ . Lt

”
3 .t .

‘Labor Area Local oOffice Percent of Resource
Percent ©Of Resources Functions Allocation by Function¥®**
(1) » (2) - (3)
4.5 ‘ ' 4.5 11.9
8.2 8.2 - 21l.8
2.1
2.5 , '
4.5 -~ 4.5 11.9
7.1
. A 1.5 b 4.0
' 1.9 ’ .
4.3 { A4 L
1.7
o "B 2,7 N 2.7 'a% 7.2
6.2
4.0 _ .
43.2° 43.2 43.2

Subtotal Percent of

Non-placement Time -~ 43.2 T 43.2
Time to be Allocatedf/// 56. 8
C ' . - ;:-*E’!“- ?

[
*Computed by subtracting nonplacementaéx) percent from 100.
**Compute by: g

(1) Add p the standard placement percents in col.n(Z).
Total is 21.4

" {2) Divide the total by the share of time to be allocated,,
56.8. 21.4/56.8=.3768

(3} Divide each standard placement.percent by the result
‘(.3768) to obtain the allocation for the local office.

\
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Aggregation of input standards to state or national totals -
encounters similar problems. Key guallty factors probably

can be used without aggregation. Certain of the minutes-
‘per-unit measures cen be aggrecated through a weighted sum-
mation process, where the weights are the share of the state's
gervice units in each type of labor area.. For example, the
minutes per unit for counselling can be aggregated by multi-
~plying the standard for each type of labor area by the percent
of applicants in thatf type of }abor area, then summlng to a
state tt:'tal.,~ For megsures where the denominator is not a
statistic or serV1ce reported to ESARS, such as call-in attempts,
the aggregation can ly be performed 1f the activity has been
‘measured in all loc offices and areas. A similar problem
pertains to the service percents. A state standard for percent
of resources can be computed by weighting the ffandard for

each type of labor area by the share of state man-years in

that type of-labor area, then summing to a state total. The
logic of these calculations can also be applied to the computa-
tion of national- standards. . .

An 1mportant guestion with respect to the computation of input.
standards at the state or national level is the interpretation
and use of the results. Input standards can serve the manage-
ment of the Employment Service as a diagnostic tool and an

aid in planning for improvement. In our concept of an integrated
_management system, the diagnostic tools (input standards and
others) are called into play primarily when there is a measure- '
ment: indicating that the labor area has achieved poor performance.
In other special cases, state management might wish tO conduct

a Perxformance Standard Survey in a large city in the state

even if that labor area had good performance because of the -
importance a large labor area has in the state as a whole.
Management might reason that even a small improvement on a

good operation in a large area would be more beneficial ‘than

a large improvement they might achieve in the smaller areas
*in the state. The important point about all of this is that
input standards are utilized after the output standards have
indicated where the high and Idw performers *are. They assist L
management in reaching the potential of each labor area in the
state' and they are never used without an analysis of the output
performance first. Although it may be .desirable to estimate
the optimum percent of applicants who should be counselled or
the optimum share of resources to be devoted to a particular’
activity, the current stage of development only permits us to
identify what high performers have actually done. We can

say "what is" as far as high performers are concerned; we are
not yet able to say "whgt should be".
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' Chapte; v .. s

A PLAN FOR DEVELOPING AN INTEGRATED MANAGEMENT SYSTEM

g

.

The preceding chapters of this volume have detailed the concepts
and methods developed to date for the establishment of output

and input performance standards for the United States Employment
Service. The purpose of this chapter’is to define the specific
.steps that can be taken to implement ES performance standards
during the next 12 months, to present approaches.to further steps
that would be needed in the future, and to summarize the conceptual

~and practical limitations of the performance standards that would

result from the recommended methodology.

o A,

4
Plan for Establishing ES Performance Standards

There are three crucial milestones that should be met .in the
next year in the development of ES input and output performance
standards. The first of these is the beginning of the Fall
hearings on the ES budget a:t OMB, which start on or about
October 1, bit delays in completing the present report may
preclude meeting that date. The plan presents steps that would
result in an initial set of ES output standards based on a
static model that could be used to project ES performance for

FY 1977,.as ome input 'to the bgdget process. The next milestone.
is the date for publishing ES funding allocation to the regions
and states. 1In the past this date has come ip Pebruary, although
with FY 1977 beginning October 1, instead of July 1, the date
may be delayed. The results of the déveloprient of output
standards for use in the funding allocation process must be
available for use in the performance-based allocations. - The
third milestone is June 30, when the results of.tfie input
standards development should be avallable for publicat1on and
distribution to the states. .

The following specific tasks and schedule are recommended as
the minimum to implement static output and input standards.

}.n\Develop Static Output Performanae Standards and ~
‘Projection Model

a. Data collection {9/1 -,9/30}) ~

The basic data to be used are available for each state
and for 150 "major labor areas. In actual practice
output standards could be established for each of the
‘150 labor areas and for 48 balance-of-state areas.
(Puerto Rico lacks data on external economic factors:
Alaska performance is abnormal due to pipeline activity:
Washington, D.C. is.a metropolltan area only: and

Rhode Island consists almost entlrely of the Providence

. SMSA. )
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.b.

(1)

(2)

! D

o .
.

ES performance data is available from ESARS
Tables 12, 22 and 91B. At present, these
tables are transmitted to the national office
(0AM} for 80 sMSA's and 52 state agencies. It
is recommended that the tables for FY 1975 be
obtained for the remainder of the 1350 major labor
areas and for individual cost centers within them.

E5 cost data is available from the Cost Accounting
System, but only state totals are currently sent
to the national office. Preparation of man-year
estimates by labor area requires that Report 03

be obtained from each cost center using Title III

", grant funds in each labor area.

’

The sum of the "actual hours charged to 5xx and
6xx time codes (exclusive of special projects
within those codes) is the total hours applied- '
to the placement process in each cost center.

.
“

The SMSA total is the sum of tHe cost’ centeys
within the SM¥A. This total can be divided by
any arbitrary standard work year (such as 2040

" hours) to obtain comparable estimates of man-years

(3)

(4)

(5)

bata

(1)

(2}

worked, adjusted for differential leave rates and-

hours of wak. ’ . g

Annual labor force data (employment and unemploy~
qpnt) are published in the annual Manpower Report
of the President. Monthly data are available from
TArea Trends in Employment and Unemployment."

Labor force composition data is available only
from the 1970 Census, and is published in
convenient form in the County and City Data
Book, -1972. '

-

Industry composition, employmeht and growth data
are published monthly in "Employment and Earngngs"
with annual averages in the Mai_issue. 6‘

9

-

analysis and model definition (9/1 - 10/31)

Develop structural equations from the hypotheses
in Figure II-3. '
Test hypotheses and structural relationships to
identify the statistically significant environ-

mental factors and the best specification
of factor. ' ' .

) 79 ‘ s . v
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(3) Test alternate méthods for setting -standards:

(a) Develop equation(s) for computing
" adjusted performance averages.

(b) Develop typelogy and compute éverages
and standard deviations within type. -

(4) <Combine data from cost’'centers to level of SMSA °
parts and test methods for setting standards in
SMSA parts of multi-state areas.

Iﬁplement output standards model {11/1 - 12/31)

(1) Write computer programs to implement, the

accepted method for setting output standards,
the methods for comparing actual performance ’
with the standard, and the method for computing

. sState summary scores.,

(2) Compute expectéd values and deviations between
actual and expected performance for each labor
area and state for FY'1975. Publish standards
for dissemination.’ '

N . '.\ o
(3) Write programs to compute resource allocations,
total and marginal, state. -

©

(4) Design an ES output Sitqulation model and simulate
ES performange under different resources
allocation assfimptions,

A

Develop ES Input Standards (9/1/75 - 8/31/76) °

(1) Select a stratified sample of-areas using ipitial
: dutput standards and typology to identify high .
performing areas by type of labor market. E‘hev
recommended sample would include about 31 areas,

200 offices and 2,000 staff (12/1/75 - 12/31/75)

(2) Prepare regions and statgs to collect data 1
s(2/1/75 - 2/28/76) g

* b

(a)- Publish list of sample areas.

(b) cConsult with regipns and states,
(c) Train-vregional survey :teams. *
* B

(3) “pata collection (3/1/76 - 3/30/76)

(a} Collect data on time utilization and quality
. factors using Handbook techniques and
materials from volume 4 of this report.

‘79 "
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" {(b) cCollect performance data from sample
¢/ LOs.for use in computing service ratios.

(4) Data analysis (4/1/76 - 5/31/76)
{a) Analyze time dlstrlbutlons vs. cost .
. accounting system. -

(b) Analyze time distributions, service ratios, .
guality factors, etc..

{5) Establish input performance standhrds by type of
labor area, publish standards, and publish list
of labor areas by type of area (6/1/75°- 6/30/76)

e.. Implement Performance Standards Utilizdtion System

{10/1/75 ~ 8/30/76) ,
=
(1} Provide handbooks and train regional .staff to
interpret output stardards and apply them to -
» labor areas. \ ’
: : Q c
* {(2) Provide handbooks and guidelines for applying
input standards and other diagnostic tools.

(3) Provide training and technical assistance in
deve10p1ng performance improvement plans using
an integrative apptoach .

Develop Dynamlc Output Performance Standards and
Pro;ectlon Model

In addition, it is recommended that work begin in parallel
on the development of a dynamic output performange
standards and projection model, as a crucial next step in
developing togls for evaluation and (possibly) fundin
allocation that adequately reflect the effects of intek-
temporal variations in economic conditions on ES ’
performance. some of the tasks in the development might”
be as follows:

a. Model definition

-
oy

¢1) Define hypotheses for time-dependent felationships
etween external factors and ES performance:
stable economic factors, volatile economic factors
and policy factors.

(2) Specify structural equations in an ideal model.

(3) Specify equations in a practiéal m9del.

A -

b. Data collection may be limited to fecent periods.

during which national ES policy was relatively constant
and for which performance data are available. 1k
may be feasible to collect data from the Sources
listed above for the following:

80 - . 1
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(1) Quarterly performance data from 150 major labor
areas and from balance-of-state areas for
- 7/1/74 to 12/31/75 T

¥

o

e (2) Qua;terly data on external factors for the same
o areas from 1/1/74 to 12/31/75.

. o ’
(3) OQuarterly staffing data for 7/1/74 to 12/31/75.
. c.;'Data analysis e

(1) ﬁnalyze guarterly changes and rates of change -
‘of external factors in relation to ES performance.

{2) Test alternate lag factors.
- {3) Test e@uatiOns in the stfucbural model.
(4) Develop seasonal adjustments.

. -d, Finalize dynamic model for use

2
Ll ! [

- (1) Slmulate expected performance and deV1at10ns for
'FY 75.

{2)' Project performance for the 1st half of FY 76 by
" .rstate and labor area, and compare actual with
projected. . -

" {3) Compute optimum fesource allocations.
° {4) simulate ES response to changes in resource
. allocations, economic conditions and policies.

- a
-

One of the most important tasks ‘in the development of ES
-performance standards is not listed in the above schedule.

. THat is the task,;of maintainipg close contact with ES manage-
ment at the national, regional and state level. Unlike many
other research and development efforts, the development of
ES performance standards is decision-driven: the results. will
be used to make decisions about ES budgets and resource
allocations almost as guickly as the products are available.
The development program will utilize methods that are
unfamiliar. to many, .and will yield results that can have a
revolutionary, impact on the ES system. For this reason, it

J is recommended’ that spec¢ific resources be earmarked for the’
P purpose of supporting immediate uses of results in the BPF
/ and other applications in parallel with development tasks.

Certain significant policy guestions have already been
identified and others will arise that will reguire decicions
+to permit the program to proceed. Furthermore, the pfdducts
of the program should be delivered #© state and loeal
admlnlstrators in a form that is unﬁg;s%andable and usable
. [
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tithout extensive on-site technical assistance. ES officials
at all levels have an excellent practical instinct for -
identifying research and development results that 4o not
"make sense.”

Fl

Close consultation with ES decision-makers at all levels
can help to insure that the development program remains .
grounded in, reality and that usable products can be developed
within the very tight schedule. It is recommended that a
full time project monitor be a351gned for the program, to meet
at least weekly with the project director. Monthly briefings
should be held with all Associate Manpower Administrators or
their assistants tp review work c0mp1eted during the past
month and the schedule for the coming month. In addition, it
is recommended that a steering committee including national,
?regibnal and state ES officials be established tO meet and
review significant ,products. These stepS.can help to insure
timely delivery of usable results on a schedule that meets -
the needs of decision-makers.

Purther Development Steps .

At the end of the One-yégf program outlined above, usable .
_.perﬁo:mance.standards.wlll have. been -developed, but. there--
will remain the need for further research and refinement.
Although no specific schedule can be developed at this tlme,
1t is useful to summarize the major 1tems.

¢

1. Valldatlon and Revalldatlon ¢f Performance Standards

The need for é%lldat¢0n and revalldatLOn of performance
standards relates to both outpyt and input. standards.

For outpunt standards, validation implies further research
and examination of the basic model for projecting ES
output performance to test the relationships-between
factors hypothesized/to have an effect on performance
and actual performance., As data become available on
additional factors, these will need to be tested and
incorporated into the mbdel. In addition, as more time
series data become ava'lable on ES performance, the %
parameters of the dynamic model will need re-estimation.
Finally,.as~research prbceeds on the specification of
ES objectives and measu 1ng$perf0rmance in relation to
those objectives, the basic.elements of the model may

*  change. Vo
1

a

For input standards, it %as-already been stated that it

is not vrog'sible to validate the standards at the present
time, begause the optirilim configuration of input resources
depends upon other. prior internal factors such as the mix
of appliggﬁ%s and openings’ received, the location of 5




»

- (-.

"The basic purpose of performance standards is to provide

nd ‘the overall quality of ES management. - , »

‘Validatlo- the future will require that methods 'be '
used .to control for such factors’ and that data on input
utilization be collected from.a sample of offices
representative of the full range of output performance,’
external factors and internal factors. Revalidation of-
input standards, once established, will be needed to
ascertain whether or not changes in policies and manage-
ment approaches have altered the patterns of input
utilization that discriminate among higli and low performing
areas, Revalidation will requlre new surveys. These : e
could be done on a three-year rotation basis, revalidating
selected types of areas.each year. It is recommended
that a revalidation program be integrated with a quarterly
ES staff time utilization sample“

+
* ¥

2,  Integration with other research and development results

Research if currently underway to test methods for

. estimating ES performance potential. During the coming
year, there will be at least five research and evaluation

+ projects undertaken to improve measures of ES productivity;
to examine the effects of mandatory registrations and
‘other ES enforcement activities on ES pidductivity; and
to evaluate counselling, job information services and
employver services. During the past year, methods have
been developed or refined for assisting in the location .
of local offices and for evaluating significant dimensiohs
of the overall qguality of management. While specific Loy
steps can and should be taken to coordinate the develop-
ment of performance standards with all of these, it is
virtually certajn that findings will emerge during the
next vear that can only be integrated irto the overall
ES management system as a part of a COntinuiqg program
for refinement and impi?vement. .

”

-

Limitations of Performance Standards

3 oy

guides and methods for improving the.quality and quantity
of service provided by the Employment Service. These and
other approaches which aim at the improvement of Employment,
Service performance must take into account realistic limits
on the improvements ‘achievable by ES management.: Many
factors affect the operations of a local ES such as the
external labor market, the general economic conditions in
the community,.the attitudes of the staff, and thé skill '
levels of the.gtaff. .These internal and external factors . . - ' Y
combine to create a .style of operations-and a pattern of L
achievement for each local office. - Past history, past

perceptions, and past policie8 alse effect this picture -

R TR - ]
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even when present conditions have been radically changed

. and even when considerable time has elapsed, since past
conditions existed. Much of the actual operations are
determined by factors -external to the ES or out of the )
control of local managers; therefore current management
practices can influence only a fraction of total achleVe—
ment .
The 1nput shandards focus upon the internal operations-of
the ES in a ‘local office or labor area; they i &an only be
used to improve that .fraction of total achieXement influenced
by local internal factors. The methodology treats these
internal factors in an analytical or reductive manner. It
breaks, down the placement process into component activities
and treats each as a separate component. .The result of

+

applying the method
activities actually
‘and a comparison of

Differegceslbetween
then interpreted as

vields a measure of the separate component
carried on in the local Employment Service
thoseractivities with "standards"

- L]
the actual and standard activities are
clues for spotfing weak areas and for

developing a plan for improyeéfent. . Operations in the locdl,
office, however, actually involve a good deal of interaction
among these components and with all‘the external and internal
conditions influencing ES performance. Effects of the inter-
action among components are not directly measured by, the’
recommended methodoldgy. Therefore, performance stand

deal only with a portion of these many factors subject [tb.
objective measurement and numeric expression.” (The quallt%flve
_miasurements that have been developed are tied to See::g

rds

mponent activities and do not directly effect the ove all
environment in which the ES functions.) . ¢
. The potential for improvement, however, must.be expressed‘“ '
and accounted for ‘'in any improvemeént plan, in answer to this
question: What can we expect this local Employment Service.
to achieve, given the external factors in the community?
One currently feasible way to answer this question. is to. ]
apply statistical analysis to develop performance adjustment
equations; another is tg group ‘areas .based on individual
external factors. Bogh methods vield output standards that
are derived from a best fit to the data on the effects of
external variabled and on measures of ES performance. The
results tell what an average office operatirg in a particular
environment would achieve, given the external factors. The
differences between expected and actual achievement should be
entirely due to differences in internal ES facters between the
partlcular local office and the averagé.

,f#‘-?
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However, neither method’for setting output standards is paged

on a complete model -of causality. Even after applying the
s methods, we might still ask how these external¥factors
. operate on the expectations and work patterns of the local
office staff. A strictly-statistical approach may not provide
ginsights into these human factors., We may find that the
patterns revealed by measuring separate activities lead to
b .questions that can be answered only after investigating the
. ““human integrative issues in the Employment Service. Such
integrative issues are particularly significant for the
manager - the key individual in the local office. State
administrators have often said that if they knew the name of
the’ manager they could tell how the local office has performed.
- : The analytical, reductive approach might reflect these
holistic-factors indirectly but, by itself, it may not Pr0V1de
the key information fotr an. improvement plan. Therefore we
should apply the performance standards methods cautiously
whlle maintaining a sensitivity for the broader effects. The
¢ ébasic purposes of the Employment Service are important in
: ' ~*his context. We might ask: What is this office trying to
¥-do? What are the goals of the ES in this community as
* perceived by the local managers? How ate they measuring the
*¢ 'achievement of the ES. .in meeting these goals‘and are these
- the approprlate goais? %
' . The ES output Qerformance goals underlying the recommended
) : st methods for esfablishing performance standards.are as expressed
s . - in the Balanced®Placement Formula. ‘If the state or the local
- managers of the Employment Service are not trying to achieve
the goals represented by this formula the diagnostic methods '
of the input standards may not apply. If they are trying to %f
) meet these goals and if they accept the BPF-type measures as
¥ appropriate and performance standards measures of component-
- activities as sound, we believe the method will lead to
improvements. ! oV '

b

But the ihput standards must be applied cautiously, with these
caveats in mind, and with an understanding of. the holistic
relationships; otherwise, a mechanical application of the
it - method will be unrewarding. For example problems might derive
e from the morale and skill level of the local staff which are -
- _ caused by such factors as the prevalllng salarieg, State Civil
¢ ¥ _.Service policies, and past practicés in the State agency. The
Q?“u performance §Eandards cannot directly measure these effects: ‘
it can only“reflect them. In other cases the achievement of ‘
e high g50ores on a BPF-type of measurement might conflict, with
programmatic goals of the agency. In our survey of 18 local
offices we observed such praGtices, but we have not been able
to gquantify or codify these observations; they remain at the
) level of logal 51tuat10nal‘observat10ns, The foregoing

3
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discussion of the holistic effects of ES organizational
behavior lead us to expect that such practices cannot be
made explicit through a reductive method such as perﬁprmance
standards. If these holistid effects are over-riding the
effects of the mcasurable parfls as determinants of ES

achievement, if they underly

verything else, then we have

only begun the research that 1s needed:

research on the

integrative effects. ] .
aVe :

The problems in applying performance standards are parallel

. to problems in sociological search associated with the
controversy over "operatlonalism“ that reached its height in
the 1930's and 1940's. In summary this ¢ontroversy centered
around the differences between measurable guantities and -
theoretical concepts.* Our problem is similar because we are
trying to express the underlying goal and the causal relation-
ships between ES staff organizational behavior and achievement

N of those goals by reducing these factors (goals and organiza-

tional behavjor] to measurable guantities which are then the
data of our method. The capacity to truly devedop insights
into ES achievement through the use of these methods depends
upon the validity of such measurements in expressing the
achievement of goals and the behavior of the ES. Our approach
(1argely analytical anl reductive) necessarily ellm;nqtes
integrative- factors,-lndeed-even if we could measure those
factors we anticipate that the technlques would be too com-
.plicated for practlcal application. o

The Performance Standards Method is offered here as a tool in |
the armamentarium of the ES manager; it is not the total
answer to management's needs for analysis. In gsome cases the
problems are caused by "political" and socio~economic factors

that underly the measurement of component activity. Effective
planning for improvement should recognize thesg}cases and the .
connections between the "political" factors and component

activities; the efforts for change should then be applied to

b " those factors that upderly the problem.
. I ,
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*For a detailed discussion of these problems see H.M. Blalock and

. A.B. Blalock "Metlodology in Social Research". Mébrgz:ﬂill, 1968.
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