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PREFACE

The Youth Incentive Entitlement Pilot Projects demonstration has

- -— e - - -

been the most ambxtlous attempt thus far to determlne the fea51b111ty of

ustng prlvate Employers to prov1de a work exper1ence in a youth employ-

ment progr aii. i EQ'abllshmg this demonstratlon, éongreéé aijthoriied

program operators to recruit prIvate businesses .35 well as the tradi-

t1onal prov1ders of work exper1ence piibllc and nonprof1t agenc1es.

; R
Prevmusiy; the Involvement of the pr1vate sector in empioyment and

vtraInIng efforts had effect1ve1y been 11m1ted to on-the-Job tra1n1ng

sponsors that managed the demonstrat1on therefore; the anaﬂahiiity of

the prlvate sector as a source of JObS was seen as a new challenge

and a new opportun1ty Entltlement was a cbance to exaiine both the

potent1a1 for a coiiaboration between private é”ployers and pubhc

-manﬁoiler agencres, and the experiernces of youths in a pr:tvate sector

énvironiﬂent .

ment ; this report -examines the part1c1patlon of pr1vate buslnesses in the

demonstration with partu:ular attention to the experiences of both the
firms that chose to p'artu:ﬁate aii'd ;‘th’éée that did not. It containg

ie’ssoné from the demonstratlon that prov1de valuable 1ns1ghts on the

féadiiantaged youths and tha_t some- of these Sponsor;hrns w111 eventually

., lead to Uﬁéﬁhéidiz’éd JObS We aiéé know that the effort requlred to

I ==
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recruit pr1vate work sponsors is substant1a1 particularly in liéht of

that all but one of the pr1me sponsors opted to offer the

Padll
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maximum suhsidy level permitted; 100 percent of the minimum wage
- z - i z -
Furthermore, the results of a small-scale eiperiment which tested employ-

hiring economrcally drsadvantaged young people mav be qu1te limited.

When considering the findings in this report; ome should bear in
m1nd that the 1nvolvement of for-prof1t employers was not an essent1a1

component of the Entitlement program The demonstration was des1gned to

find out whether the employability and édiiéatiéﬁal' achievement of low=

income youths could be Improved by Irnkrng a guaranteed JOb to satrsfac-

tory attendance and performance in school: Initially, program operators

did not all choose to recruit pr1vate businesses as wo rk sponsors, and

those that d1d were faced at the same time with other unfam111ar demands,

aﬂCh as the need to develop new lrnkaées with the schools and the en-

/

forcetient of attendatce and performance standards. The allocations of
resources to meet these novel demands may have limited the time spent on
the private sector component; and thus its success, at least in the early

stages of the demonstration. On the other hand; the need to find i'o'is;-

for 311 e‘IgIbIe youths who app11ed for the program undoubtedly st1mu-

laled later efforts to recruit and retain prrvate employers, and the
private sector involvement in Entitlement became an object of study.

Despfte the difficulties of 1nvolv1ng these employers, as outlined

in thrs report, operators of employment and tra1n1ng programs clearly

have a growing interest in Includrng profrt—makrng busrnesses in the



training and development of yauﬁg and d1sadvantaged persomns. Since

pr1vate sector employment compr1ses the vast maJority of unsubs1dized

Jobs, the 1nc1uston of private businesses in employment-related programs

greatly oroadens the s¢ope of available work opportun1t1es it is also

apparent that many iouthsj as ﬁell as séaéié in the community at large,

place an added value on work experience With private firms

R The experzences—outlined in this report should be put to use not

only as a springboard for further 1earn1ng efforts, but also as a guide

for those who formulate and 1mplement youth and manpower policies. It

behooves policymakers, in designing a biueprint for future énaéavars—

to take advantage of what we a1ready know about pr1vate sector responses
to publié sector initiatives. fhis report hiéhliéhts the obstacles that

face the pub11c sector when it seeks the collaboration of private employ-

ers 1n pub11c1y—funded soc1a1 programs, ‘but it also shows that these

barr1ers can be overcome, prov1ded that policymakers and pub11c agenc1es

understand the difficulties and are committed to putting forth the

necessary effort.

Robert C Penn
Vice-President
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' EXECUTIVE SUMMARY

The Youth Incentive Entitiement Pilot frojects'demonstration;

created uuder the Youth Act of 1977 established a 3ob guarantee in l7

communities for disadvantaged 16- 19 year-olds, conditional on their

returning to or remaining in high school: ‘The demonstration was managed

by local CET} prime sponSors, who were chosen competitiveiy from a fieid

through August 1980, Entitlement prime sponsors enrolled and assigned

76 000 youths to Jobs (part-time during the school year, full-time in the

summer), nearly all at the minimum wage. Over 67 600 of the youths were

éssigﬁéa at seven large-scale Tier 1 programs, encompassing full or

Béféiéi central city areas or multi-county regions. The remaifing youths

were employed at tem Tier II programs, covering smaller cities, rural or

semi-rural counties, or school-district—sized neighborhoods.

A distinctive component of the Entitlement demonstration was the

with the prime sponsors managing a ceutrai payroii for aii enroiiees.

Over the coiirse f the demonstration, 5, 959 private businesses were

recruited to serve as work sponsors, comprising 55 percent of all Wotk

were spent working for private business. This reflected a 5téaay in-

crease from 14 percent of joB hours i September 1978 to 23 percent 1in

June 1980.

. A
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The private sector authorization in Entitiement marked a departure

K - -

sponsorships to pubiic and nonprofit sponsors. While there had pre-

viousiy been small vocational exploration and work sampiing projects in

some communities, and an authorization for GETA prime sponsors to develop

n—the—job training subsi;ie: with private employers, Entitlement was the

first large—scaie opportunity to test the potential for prime sponsor]

-

private sector c00peration, for either youths or older enroilees.

This report addresses the strategies of prime sponsors in recruiting

private businésses, the interest of firms in participating as work

sponsors, and the experiences of those ‘who participated. In particular;

the report assesses the sensitivity of the participation decision to the
‘level of Wage subsidy offered by the prime gﬁéﬁ;é? on the basis of a

subsidy variation experiment conducted at two of the program sites. In

administration and with the youths working for them, and the factors

which affected their Willin’gness to remain active as work spomsorss

Finally, the report addresses the dual congressional mandate that job

creation for Entitlement youths must not result in ° make"work" jobs or in

displacement of work opportunities for others by examining the reiation~

ship between level of work quality and degree of displacement.

Prime Sponsor Job Deveiopment StratggiesewithethefPrivate Sector

While some of the Entitlement prime sponsors did not believe it

partinuiariy necessary or vaiuable to recruit private business, most

regarded the option to augment the pool of pubiic and nonprofit agencies



as a welcome opportunity. Their enthusiasm was témpered ;iéﬁ some

trepidation, however, since GETA prime sponsors had not made significant

inroads with the private sector by 1977 and since the eiperience with

believe that private employers were reluctant to becOme involved with

disadvantaged enrollees or with government red tape.

Although prime Sponsors were apprehensive about business respon-

sivenéss, several features of the work sponsorship arrangement were

likely to allay empioyer reluctances All Entitlement youths were paid

frOm a central payroll managed by the prime sponsor, s0 that work

sponsors would not have *he paperwork burden of carrying youths on their»

payrolls, withholding taxes, or covering them with Workmen Co mpensation

Insurance. Furthermore, all prime Sponsors save one (Mississippi at 75

percent wage ubsidy) opted to subsidize the full minimum wage cost of

enrollees assigned to private businesses. Thus, a youth who workea a

full year with a private employer (10—26 hours per week in the school

year, 30-40 hours per week in the summer), with a full wage subsidy,

would have brought more than $2 500 in subsidized wages to an employer at

the 1980 minimum wage. These arrangements probably marked as attractive

a bargain as a prime sponsor could strike in recruiting a business to

provide work experience for youths.

As a bridge to businesses, several prime sponsors solicited the

cooperation of Chambers of Commerce, the Nationai Alliance of Business,

or similar business organizations to recruit private employers and

to screen youths for job assignment. Those prime sponsors that empha-

sized private sector job deve10pment proposed to give special attention

o -xiii-




prime sponsots held off a major private sector effort until their pro-
grams had stabilized then recruited businesses in increasing numbers,

particuiariy as some began to perceive tﬁéy had fairly uell exhausted the

pool of available public and nonprofit agencies:

Prime sponsors generally found that small retail and service esta-

blishments were easier to recruit and more likely to be geographically

eaei to recruit hecause of '”'ltiple bureaucratic clearance problems,

difficulty in scheduling part—time worR dangerous or inappropriate work

approvals to accept subsidized youths. These concerns were reflected in

the mix of busi sses ecruited.

Businesses particip’a’tiné .were primarily in the retail trade or

service industries (over three—fourths), but an appreciable number

(one-tenth) were manufacturers: Most businesses were reiativaiy smaii

with over two-thirds employing fewer than ten reguiar workers. The

compared with the typicai pubiic or nonprofit agency, which sponsored two

to four youths;

Subsidy Levels and Participation Rates of PrivatemEmployers

From January through April 1980 job developers in Baltimore and

Detroit participated in a wage subsidy vartation experiment in connection

with the expansion of the Entitlement target areas in those two communi-

~xiv-
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ties. In Detroit; staff listed over 1,000 private businesses that had

not been Entitlement work sponsors. These employers were then randomly

assigned to two groups; ome to be approached with the offer of full wage

subsidy and th. other at a three-fourths wage subsidy: In Baltimore, job

developers offered employers on one side of town a 50 percent subsidy,

and on the other, a full wage subsidy. The minimum wage during 1980 was
$3.10.

Several conditions of the wage subsidy variation experiment probably

constrained the likelihood of business participation in comparison with
employers at all sites over the longer course of the defonstration. For

the experiment businesses were recruited over a five-month period for a
§§é§iéy of limited duration, C6ﬁﬁéréa with the much 165;&? joé develop-
ment period which existed during the demonstration: Further, early 1980
was a period of economic decline; particularly in Detroit.

Other factors, however, may have tended to make participation rate

estimates overstate the résponsiveness of private businesses: First the
experiment measured the decision of firms to participate;, but did not

measure the number that actually sponsored youths, since slower than

expected job development and youth assignment in Baltimore ‘and Detroit

prevented making the latter estimate. Furthermore, while job developers

were instructed to approach all businesses; save clearly inappropriate

ones (such as bars and liquor stores), there may have been some tendency

-XV—-
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f1nd1ngs emerged

e The participation rate of businesses that were .offered 100
percent wage subsidy; adJusted by multiple regression to

control for . differences .in employer characteristics, was 18

percent: This _appears to corroborate initial pr1me sponsor
concerns about business responsiveness, despite ‘the full
subsidy and convenience of the central payroll.

®  The participation rate of businesses offered a three-fourths

subsidy was 10 percent; and the participation rate at one-half

subsidy was 5 percent:

. F1rms agree1ng to part1c1pate volunteered two pr1nc1pal rea-
sons: the attractiveness uf the relat1ve13 low wage cost, and
the opportun1ty to do something to help unemployed youths.
More firms cited the altruistic motive as their most important
consideration than voluntéerEd the cheap labor consideration.

° Firms whtch were less than three,years old ‘that had prev1ously

employed youths, or that had expanded the1r work force in the
last year were more likely to participate.

By far the most frequently cited reaéeﬁ for declining to

work; or had work which demanded h1gher skllls than hlgh-school
youths could offer. Very few employers cited government

redtape or administrative problems as disincentives:

iministration and Assigned

FYﬁPf‘lPﬁ?’e nF Private F‘m"r"" rs
Fxperienc

short-term wage subsidy variatipn experiment; a random sample of private

sector sponsors that were ‘active in September 1979 was interviewed by

teiephene in May 1980. Several maJor f1nd1ngs emerged from that survey:

. On. the whole; perate sponsors,were sattsf1ed with the adm1n1-

stration of the Entitlement program. They spoke with program
staff frequently, usually about the performance and progress of
youths at the worksites, and less often about problems with
program administration. More often than not the sponsors found

“xvi- 16



program staff helpful on these matters. Over half the sponsors

interviewed requested youths to replace those who had departed
and 80 percent of those reported that they had received re-

placements. Two-thirds indicated they had requested that youths
assigned to them have some generai or specific qualifications

met them.

Private sponsors were generally satisfied with the. youths

assigned to them. Over 80 percent reported the youths’ work

habits to be average or better; and over 80 percent found

youths’ attitudes and willingness to work to be average or

better. Three-fourths found that the youths’ performance

improved over time. Two-thirds indicated that _supervising

the youths did not take more effort than they had originally

anticipated.

among the youths assigned to them. Whiie typicaiiy sponsoring

only one or two youths at a time, -On_average private employers

sponsored seven youths: On the basis of the youths that had

stayed longest with them, nearly one-third of the employers had

no youth who lasted more than six months, but another one-

quarter had at least one youth who stayed more than a year.

One-fifth of the employers reported that they had hired Enti-
tlement enrollees on their own payrolls after sponsoring them
at a subsidy.

To assess work sponsor satisfaction with individual y0uths,

empioyers were asked .to report the tenure and departures for

the youths that. had been most recently assigned to them (up to
six youths could be' listed). Of the most _recently assigned

youths, nearly two-thirds were still working for their employer

at the time of the interviewjt,Empioyers indicated that of the

youths who had departed, they had been satisfied with the .

performance of 63 percent, had a3 neutral opinion of about 20

percent; and had been dissatisfied with 17 percent. The last

group represent 5 percent of the youths who had left on their
own, and 12 percent whom the employer bad "Fired" (requested

that prime sponsor staff reassign the youths elsewhere):

' During the period Septembe:,1979 thrnngh May 1980 87 percent

of the businesses_continued to_sponsor youths or were témpo-
rarily without a_youth at the time they were interviewed. Only

13 percent reported they had chosen to cease participation. On

an. annualized basis, this would indicate a 17 percent '"quit
rate" for private sector sponsors.

Regression analysis indicates that the only factors which made

a statistically significant contribution to an employer’s

L -Xvii-



willingness ‘to remain active as a sponsor were factors related
to their degree of satisfaction with the youths assigned to
them. There is also some indication that prime sponsors
recruiting a very large share of their work sponsors from the
private sector were_ more likely to _experience lower privute

sponsor_retention rates: Other factors; connected with program

tmplementation strategies, did hot significantly affect sponsor
retention. These 1included whether a business Iintermediary
group handled job development and liaison, and whether work
sponsors found program staff to be helpful or not.

There was a widely held opinion among Entitlement prime sponsors
that the private sector component was valuable for two principal reasons.
ﬁmi the expanded pool of potential sponsors that included private

husineaqes made it easier to assure guaranteed jobs to enrollees:
Second; prime sponsora perceived that the quality of jobs in the private

sector was greater than in public and nonprofit sectors. With respect to

the latter perception; the analysis of workaite quality and the dual

congressional prohibitions against "make-work" Jjobs and displacement

fndicate a somewhat more complex pictures

® From thv field reports on a random sample of workaitca {n all
three sectors, upon which MDRC has reported previously, there
are few measures of quality which distinguish private sector
sponsors from all-others. There were lower youth-to-supervisor
ratios in the private sector. Private sponsors were somewhat
less likely to value the work which youths performed for them,

while yobtha,nssigned to the prtvnte sector were more 1ike1y to

think the assignment would heip them get a job in the future.

however rhere were no gignificanpﬁdifferencea between prtvnrc
sector and other work sponsors. For all worksites evaluated,
regardless of sectur, 87 percent were assessed to be adequate
or better and 13 percent were found inadequate.

™ Concurrent analyses of disp%ncement and work qunlity in a
sample of private sector worksites indicate that the higher the
overall quality rating for a worksite, the greater tlie likell-
hood that some other worker had been displaced from afjob as a
result. Compared with worksites that were judged "inadequate,"

| “xviii- 18
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worksites that were rated "outstanding" displayed 22 percent
greater displacement. The most_pronounced difference in

and those rated adequate. There is a trade-off, siich that the
less a worksite is constituted "make-work," the¢ groater the
chance that someone Has beenn displaced. The - more: that o¢m-
ployers rneed the work done, the greater the likelihood that
théey would have hired an unsubsidized worker to perform
that work.

The policy rationale prohibiting "make-work' is clear; particularly
where a program’s purpose is to develop an exemplary work experience for
vouths, one intended to foster good work habits. Thc issue of displace=
meiit and its impacts, on the other hand, appears to encompass several
implicit policy judgments, some¢ of which may compete with each other: If

alternatives  available than the disadvantaged enrollee, policymakers
might attach a differeat value to this redistributive effect. 1f the

employer that benefits from a displacement subsidy is a young firm,

secking to establish itself in a declining neighborhood, policymakers

could regard the subsidy as having different value than a subsidy to an

GiiiiiiQHEd firm in a more stable nnighbbrhdbd;

While the available data do mot indicate which of these displacement
inpacts was most prominent for private sector work aponsors in Entitle-
medt == although there is good reason to belicve that all were proment to
some oxtent == the congressional prohibition against displacement
dovs not address the  iifferential impacts nor aﬁsf;h relative priori-

ties for avoiding certa. ones more than others. Clearly, however, if

‘there is a strong emphasis on'avoiding "make-work," part of the price of

// . , : | \& .ll) i - | .



involving the private sector is scme degree of displacement:

Findings from surveys with private employers and from interviews

with prime sponsor staffs indicaﬁék;haﬁ the ébiiity to access the private
sector was a valuable feature o;\\he Entitlement demonstration. It
greatly eased the ability of some pri;é\sponsors to satisfy the require-
ment that they guarantee jobs to eliglile youths, snd thus probably

raised the quality of other worksites by ié&uciﬁg'thé need for prime
sponsors to ask them to overload themselves :§h§ too many youths. Youths
working with private sponsors seemed to value Athe experience somewhat
more Bi§5i§ than the yéufhs who were assigned_tsxpubiic and nonprofit
employers, and many of them were subsequently pick;a\up on the private
émpiéyérg5 payrolls. Recruiting and serving private sector work sponsors
took more staff time, however, and did not result in dramatically higher
" Where quality was greater at privaté\sector work-
\

\

quality worksites.
sites, so was displacement.

Thus; the benefits of the private sector component i% Entitlement

****** countervailing costs. The

‘relatively low péfiiéipéiion rate of firms, even at a full nge subsidy,

and the notably lower participation, where firms had tdvaééuﬁe part of

the wage cost, may additionally raise some questions éB#ut business

community responsiveness to employing disadvantaged youths at costs below
i

the minimum wage. |
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€Chapter 1}
INTRODUCTION

‘nattonal effort to test severai approaches to attack the severe problems

of youth employment and educational nttainme;%; One of the largest
programs under the act was the Youth Incentive Entitlement Pilot Pro-
jects, or the Entitlement demonatration. The development ; oversight; and
research Gf the demonstration wers directed by the Manpower Demonstration
Research Corporation (MDRC) under the overali supervision and policy
direction of the U:S: Department of Labor.

The demonstration was established in an attempt to deterine if a
guaranteed minimum-wage work experience, combined with a school Fequire=
ment, would enhance the future education; employability and earnings of
disadvantaged youths: Work was provided on a year-round basis (full-time
in the Simmer, part—time during the school year) to all 16-19 year-old
low-income youths in specific geographic areas on the condition that
these youths remain in; or return to; school and that~they make satis-
factory progress toward a high school diploma or its equivalent.

The Entitlement demonstration operated from March 1978 through
August 1980 as the responsibility of 17 local and state government prime
sponsors, established under the Comprehensive Empioyment and Training Act
(CETA) of 1973. Nearly 76,000 youths were enrolled and asssigned to jobs-
during this period in target areas that encompassed all or part of the
prime sponsor jurisdictions, as éiiﬁuﬁéfiiea in Tahle 1. Seven of the

projects, called Tier I sites, were authorized to serve large numbers

-1=
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Aruitoxt provided by Eic:

Table 1

DESCRIPTION:OF ENTITLEMENT AREAS AND CUMULATIVE NUMBER OF ASSIGNED YOUTH

IN THE YOUTH ENTITLEMENT DEMONSTRATION THROUGH AUGUST 1980, BY SITE

Cumulative
S - . Number of Youth
Demonstration Site - __Assigned
Tier I @
Baltimore Four complete high school districts
and part of a £ifth 16,890
Boston Four- school districts; parts of o
seven others . 9,780
Cincinnatti Entire city 5,160
Denver Entire city 3,480
Detroit Five school districts 12,260
King-Snohomish King and Snohomish counties includ- S
ing the city of Seattis _ 6,580
Mississippi . Nineteen rural counti®s located in -
a belt across the state : 12,960
Total Tier I | —— 1 67,110
Tier II
Alachua County Two school districts encompassing .
orban and rural areas in Florida 480
Albuquerque i One school district ) 1,560
Berkeley Entire city 1,250
Dayton ~Ohe—census tract 340
Hillsborough Entire city of Nashua, New Hampshire 330
Monterey One school district is in a pre- -
dominantly rural area of California 620
New York Part of one school district in B
Brooklyn . 1,520
Philadelphia One census tract in North Phila- L o
delphia » 680
Steuben County Seven school districts in rural
Steuben County, New York ' 350
Syracuse _Entire city 1,700
,'Pio”ii]' T R :EI: N —%E,éjb
Total Demonstratioch. . 75,940
- . - t o I
SOURCE: Original Entitlement proposals and tabuiations of Monthly Performarice

Report data from the Entitlement Information Systei.

_NOTES: This table shows the original Entitlement arsas, which were somewhat

expanded in late 1979 in Detroit, Baltimore, and seven Tier II sites. Cumulative

numbers of youths assigned include youths in the original and expansion areas.
. ®Anassigned youth is a youth who has been paid wages on the Entitlement
payroll. Numbers have been rounded to the nearest ten.
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(Cincinnati ﬁenver, WashingtOn s King and SnohOmish Counties, includ-
ing Seattle), partial city poverty neighborhoods (Baltimore, Boston,

.Detroit), and a 19-county area in southern Mississippi. Ten smaller

proJects, called Tier II sites, entitled all eligible youths in saéiléé

cities, rurai or semi-rural counties, or school-district-sized areas.

target areas of their entitlement to participate in the program and

then he prepared to enroll thosé‘nho—uanted to take part. Second, to

employers to serve as work sponsors for the participants. The Entitle-

ment 1egis1ation (Title 1I, subpart i of YEDPA) facilitated this job

deveiopment mandate by authorizing the prime sponsors to recruit poten-

tial work sponsors from all sectors of their 10Cal economies, including

the private-for-profit business sector: .

Entitlement was thus the first major opportunity for manpower
operators to elicit the participation of private businesses im a youth
employment program. While there had been some on-the-joh-training
arrangements previously -- with 1imited results, as discussed in Chapter

1 The 17 ﬁrime sponsors were authorized to continue Operations in

fiscal year 1981, following the conclusion of  the demonstration, on. a

fixed-slot (non-enti lement) basis, at a 1eve1 proportionate to their
enrollment during the demonstratiOn period,



private sector -- including educational cooperative work-study, the
traditional vocat®-nal education programs, and work sampling projects
such as the Vocational Exploration Program -- but wage-paying work
experiéncé was almost complétély confined to public and nonprofit
agencies. Eﬁtitléﬁéﬁt;é ﬁdténtiél scale; and its provision for subsi-

dizing up to 100 percent of the participants’ wages marked a major
departure from these relatively small ventures and from the traditiesai
batierﬁ of providing work experiernce.

The large=scale efforts by several of the demonstration prime

sponsors to work with private businesses, therefore; offer the oppor—

tunity to explore not only the role of the private sector in Entitlement,
but also to examine the lessons which the demonstration may provide to
other employment and training initiatives for youths.. During the past
egpan&iﬁg private sector involvement with employment and training pro-
grams, as evidenced by the 1978 awendments to Eﬁﬁ, which created the
Private Sector Initiatives Program; in hearings aiiéi reports of ti’ié Vice

Education Councils sponsored by the National Institute for Work and
Learning; and as seen in several smaller demonstrations under YEDPA
sponsored by organizations such as the Corporation for Public/ Private

Ventures and Youthwork, Incorporated: (See Wirtz; et al., 1975;

1; Other research being conducted on the Entitlement' program includes:
the evaluation of participation rates of eligiblé youths, and -ptogram
impacts_on_ education and employment; assessment of program implementa-

tion; and the quality of work experience provided to youths. These are

listed at the end of this report.
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édfpbratién for Public/Private Ventures, 1980; Vice President’s Task
Force on Ycuth Employment, 1980.) The Eipefiences of pfiﬁe éﬁéﬁéaié and

participating businesues with Entitlement JObS add to the knowledge in

The ProgramAModelAandeConditions Affecting

Private Sector Work Sponsors

The YEDPA legislation and subsequent program regulations set forth
several cdn&itidﬁs on the jobs developed for Entitlement participants.
Work experience positions were mot to be "make-work," but were to provide
'youths with "opportunities to learn and eara that will lead to meaningful
employment opportunities after they have completed the program" Work

experience positions should lead to a net creaYion of new job opportufii-

them to work an average of noc less than 10 and no more 20 hours per week
during the school 9éar, éﬁé from 30 to 40 hours per week.in the summer.
Youths were to be paid at the minimum wage, except that prime sponsors

wages for youths aés1gned to private businesses could be subsidized at up
to 100 percent.

During the séfiaé of competition ror Entitlemént grants, in which
over 150 CETA prime sponsors applied, all of the 34 sponsors selected for

the final round of competition were required to submit enough job slot
commitments from potentfal work sponsors to ensure a work experience for
all of the eligible youths that the prime sponsor expected would partici-

§ééé; Guidelines for the final applications specified that if a pfiﬁe



sponsor offered private Btisiiiéssés a full wage subsldy for sponsoring

youths, the prime sponsor must also Submit a plan for subsequently

reducing the level of the private sector subsidy over time. Under the

initial offer of 100 percent subsidy. The eiception was tiié state of

its i§-county Entitlement area.l

To ensure the ability to measure progrem costs and program partici-
pation rates in the impact éva—iaaaaﬁ and to proiiide for greater fiscal
control and simp];ified payroll procedures, program regulations specified
that all participant wages be paid from a central payroll, operated under
the direction of the Entitiémént primé spoﬁsors. Thns, potéﬁtiai work

to withho;td taxes, or to include participants in their regular fringe
benefit ﬁaeﬁagéé;

they maintained program eligibility, that is, until they turned 20 years
old; moved from the program target‘. area; crossed the f’amily poverty
income line, compiétéd high school or earned an equivalency degree.

program initially proposed to assign less than 5 _percent of their en~
rollees in the private sector. The rest proposed private sector slot
levels ranging from 10 to 80 pefcent. (Ball, et al., 1979: 103).



minimim school attendance and performance standards set by prime spon-
sors, and sééisfiéEafy performarice at the ﬁéiﬁ experience positiOns.

Work sponsors w0u1d not have the authority to terminate a yout. s en-

titlement bit could request that youths be transferred from their
employment. Prime sponsors retained the authority to terminate youths
from the program for unsatisfactory behavibf at the worksite: Where
yéaéﬁé ééfe to be a@ss gned to a union sh0p, the prime sponsor was re-
quired to consult ﬁith the union to ensure that participant jobs were
struc ed so as not to dupiicate job positions of the reéuiar work
force.

From the vantage point of private businesses in the 17 communities,

demonstration job uevelopers appeared to have had a relatively attractive

bargain to offer. Subsidized at the full minimmn wage cost, -a youth
uorking i6:26<asa;; péE éeek in the school yéar and 30-40 hours a week in
private employer at the 1980 minimum wage. The business had to be
prepared, in turn, to offer a "meaningful" work ékperiénée eé economi-
cally disadvantaged youths, one which would not dispiace others, and to
structure the jobs for part-time work from September through May and for
full-time work in the summer. The business, however, would incur no
participant wage costs and have relatively little paperwork; the firm had
oﬁiy to record yaaéﬁé' time and attendance. pfogféi ééaff were available

worksite;

The agreéement to sponsor youths was not without some potential

difficultiés, however. If the firm later agréed to a partial subsidy,



i
1
'

it would have to reimburse the prime sponsor for its share of the wages
paid from the Entitlement payroll. Furthermore, supervising high school
youths, many with no prior work experience, could be a challenge, and the

employers would have to assume the cost of supervision. Even at Ffulil
subsidy, employers were not provided with entirely "free' labor.

Organization and Data Sources of the Report

How prime sponsors recruited private businesses, the respomse of

businesses to the offer of subsidized jobs, and the experiences of
private employers and participants are the subjects of this report.

Taken tggether, an assessment of all three may offer some indications

byaﬁéﬁ employment strategy. The report addresses several major questions:

. Prime Sponsor Recruitment Efforts :

What strategies did prime sponsors develop to recrult private
employers as work sponsors? To what extent did they request
the cooperation of business intermediary groups, and what roles
did those groups play?.

. Types of Firms Participating and Jobs Provided

How many businesses participated as work sponsors? What kinds
of businesses? What kinds of jobs did they provide to Entitle-
ment participants?

® Rates of Business Participation and Sensitivity to Subsidy

What proportion of businesses approached agreed to participate?
To what extent did the level of wage subsidy contribute to the
decision whether to participate? What reasons did businesses
give for their decision to participate, or to decline partici-

pation? To what extent did firms indicate that their reluc-
tance to participate was influenced by concern about red-tape

and bureaucratic tangles with local governments?



o Patterns of Business Participation and Levels of Satisfaction

How. many yonths did the average firm sponsor? How stable was

youth tenure with private sector sponsors? How satisfied were

businesses with the experience of work sponsorship? . Did. _any

subsequently hire participants on their own payrolls; without a
wage subsidy? What were the retention and the "quit" rates of
priva.e sector wdrk ~sponsors, and what factors infiuenced

e kQuality of Work Experiences Provided and Relationship to
Displacement

.

Did private sector work sponsors provide distinctively better

work experience than public and- nonprofit agencies and was

there less tendency to provide "make-work" jobs? To the extent

that jobs weére not "make-work," was there any countervailing

tendency to displace other uorkers by sponsoring Entitlement
participants? "

™ Value of the Private Sector for a Youth Job Guarantee

In what wavs did the opportunity to recruit businesses contri-

bute to the ability of prime sponsors to provide guaranteed
employment for participants? .

The stuay addresses these issues with data from four principal

sources; each of which is the major source for one of the four chapters

in the report. Information on prime sponsor expectations about private

sector participation and on their strétégies for Eééfﬁitiné and eerving

rent ; and work sponsor liaison activities at each of the 17 demonetrétiOﬁ
sites. Their fiela fébbfts form the basis for discussion of job develop-
ment in two previously published reports on program implementation (Balil,

et al., 1979 iaz; et al., 1980), which in turn are summarized in



Estination of the response of private businesses to different levels
findings from a wage subsidy variation experiment. The experiment, in
which program job developers approached private employers who were
systematically chosen to be 6fféi‘é&i one of three wage subsidy levels

ducted at the Baltimore and Detroit sites during the first half of 1980
Telephore iﬁtérGiéag with a random sample of 311 of these bisinesses were
conducted in August 1980.

ployers who had sponsored youths during the final school-year of the
~ demonstration, 1979-1980. A random sample of 513 employers at the 12
" sites that had recruited apﬁreéiaﬁié number: of private sector sponsors
was interviewed by telephone during the spring of 1980: Information
about the quality of the work experience in the private sector, and about
the réiétibﬁéﬁip between levels of displacement and workeite quaiity;
discussed in the final chapter, is based upon field visits with a randonm
consultants diring the summer and ‘fall of 1979. A mich more detailed
analysis of worksite quality has béen reported in an earlier volume in

the MDRC series on program implementation (Ball, et al., 1980).

-10-
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Chapter 2
PRIME SPONSOR STRATEGIES IN RECRUITING PRIVATE EMPLOYERS

sponsors in the 1970s usually had an established base of public and
nonprofit agencies that they approached every year for the Summer Youth
Eﬁéi&&ééﬁé program and other ﬁééjéééé they operated during the school
year. These agencies also became the mainstay for the Entitlement
program.  Job development; for most Entitlement prime sponsors, was
not a matter of starting cold, but of contacting local agencies zbopt
the Entitlement project, describing it as similar to the éﬁ;ﬁé;:ybuth
S?égfém; only on a year-round Bééi's, and és’kih'g how many youths the
agencies could reééoﬁéﬁii ébbnsor while proVidiEg éléuiiabie work ex-
perience.

Thirteen of the 17 Entitlement sponsers, in their final applications

submitted in iQﬁ, solicited over half of their job slots from the
traditional pdoi of public and nonprofit sponsors (Ball; et al:, 1979:
103). 1In fact, Ehéig ability to develop sufficient commitments to meet
their expected enrollment, especialiy during the short final application

ﬁé;iéd; was dependent upon their previous working rélééi();igﬁip's with
those agencies. High-ilevel support, in the form of a directive From the
mayor’s office to ﬁﬁﬁiié agency heads, greatly fééiiiféfgd the process at
several sites.

Aﬁﬁ;égéhing private i:'ij'siriééééé; Eé&eber; meant i)réaf«".; new éi‘éund
for many of the Entitlement sponsors: While the CETA legislation had
previously authorized on-the-job training arrangements in the private

sector, - few prime sponsors had tapped private businesses to any signifi-

-i1- ) .
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cant degree. On a mation-wide basis, in fiscal years 1975-77, CETA prime
sponsors had assigned fewer than 9 percent of all their enrollees; and
spent less than 10 percent of théir training funds in OJT contracts. !

Furthermore, the last najor effort to enlist the cooperation of the
private sector had preceded CETA -- the Job Opportunities in the Business
Sector (JOBS) program, established during the final year of the Johuson
administration. i.atjnci'iéd with charéctériétic Great Socieiy enthu’siaém by

(NAB), the program aimed to develop thousands of on-the-job training

po§1tions for economically disadvantaged aduIts. While 1arge numbers

were tréinéd, evaluations of the program found that its scale o‘ten

exceeded the implementation capability of the federal government and

local NAB affilia ;e' and complex contracting procedures; generating

large amounts of paperwork and reporting; had frustrated many partici-
pating businesses. (See, for exampie; kéﬂéékf 1973:)

Thus, with relatively little prior contact in the private sector,
and with apprehension among senior manpower professiorals who remembered
the pre-CETA experience, Entitlement sponsors approached the private
sector with a mixture of enthusiasm and trepidation: Some prime sponsors
d1d not regard the private sector option as particularly useful or
necessary to meet the job guarantee mandate. All but ome of those that
did pién to &é%éiaﬁ ﬁfivéée ‘éﬁpio’yér commitments felt it necessary to
offer the maximum authorized full 100 percent wage subsidy. Furthermore,

v

1 ééﬁfﬁgjﬁ CETA Quarterly Progréss Réports, Employment and Training

Administration, U:S: Department of Labor.
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* Entitlement sponsors were generally ’sib”w to follow up with the required
offered the 100 percent subsidy, would be unwilling to lower the subsidy.
' Consequently, MDRC and the Department of Labor in 1978 issued & mardated
plan which all Entitlement sporsors would have to follow unless they
submitted an acceptable alternative. The rationale fai'éhié requirement
was primarily that, while the Entitlement legislation permitted as iuch
as 100 percent subsidy; previous OJT programs had generally imposed &

ceiling of a 50 percent subsidy, which was meant to offset the lost

productivity that an employer iz’otii&i incur while training an enrollee.

The basic plan required that any private sector wponsor who, on of
after January 1§79; had sponsored ény youth for 12 months would ﬁé asiéa
to assume 50 percent of the youth’s wage cost. If not, the youth would

be reassigned to another spousor and the employer would lose the job siot

for any future assignment of éﬁtitléﬁnéﬁé youths.'1 Eﬁfifiéinent spon-
sors, with varying degrees of diligence and accuracy in their job assign-
ment records, began active enforcement of the subsidy reduction require=
ment in late 1979 and early 1980:

It should be reiterated that, although most Entitlement staffs
envisioned the recruitment of private employers to be a new and potenti-
ally difficult business; expecting little private sector enthusiasm for

involvement with a government program, thé bargain which they ‘had to seil

! ‘s discussed in Chapter 1; “he Mississippi program agreed to offer &
15_percent. wage subsidy from the outset. The subsidy reduction arrange-

ments under which the other Entitlemént sponsors began to nperate in 1979
are listed in Appendix B.
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to firms was probably the most attractive that could Sé'bfféréé. There
was a full wage subsidy at the outset and a prime~sponsor managed pay-
roll. In thé anticipation that private businesses might still be reluc-
tant to come forward in lurge numbers, however, those prime. sponsors
which chose to approach the private sector took special care to develop a
private business recruitment sirétegy;

Various strategies were used. In Detroit,; letters were sent to
private businesses over the mayor’s signature, inviting their partnership
in the Entitlement endeavor. In Denver, the local affiliate of the
National Alliance of Business was contracted to approach employers,
develop job openings, and screen youths for assignment to private firms.
The Cincinnati prime sponsor, although not placing as strong a priority
on private sector involvement, subcontracted with the Chamber of Commerce
to Béﬁ&ié private sector job development and youth referrals. The
Hillsborough County, New Hampshire primé sponsor made a similar arrange-
ment with its Chambér of Commerce and received Department of Labor
authorization to develop job openings in higher than minimum wage posi-
tions; with an emphasis on the expanding manufacturing sector in southern
New Hampshire. In Philadelphia, a local business=labor organization
approached local businesses, inciuaing a éairiy large share of smail
manufacturing £irms.

Other Enfiiiemehf sponsors also made a strong inifiai recruiting
effort in the private sector, but chose to do so directly, without the
assistance of a business intermediary group. Monterey County, California
approached small retail and service establishments in the Entitlement

area towns of Gonzales and Soledad and the nearby city of Salinas. The
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Baltimore prime sponsor consulted with a local CETA-business advisory
group to obtain listings of firms, then established a special private
sector job development and liaison group within its Entitlement and youth
programs divisicn. ,

private sector and public or nonprofit sponsors are sifmarized in Table
2. During the starting months through August 1978, eight of the prime

sponsors recruited more private businesses than public and nonprofit
agencies, although in terms of all sponsors recruited, nearly two-thirds
were in the government and nonprofit séctors.

As the demonstration developed during the first and second Full

priority on the private sector contimued to recruit more than half of
their work sponsors from the private sector. Other primé Sporsors began

to place greater emphasis on recruiting private businesses later inm the
I - B - \\ 7 .

demonstration period. Program staffs from the several program agents

in kiﬁé and Snohomish countiés; for example; h d not ihiiiaiiy seen
any great necessity to expand jéﬁ &évé16§ﬁené efforts beyond the ﬁéiiz
established arrangewents with public and nonprofit agencies. As the
was enough program stability to iéi.iﬁéi’x a private Eéééaf i?ééfuiti.ﬁg
effort, but also that ﬁhg\pool of available public and nonprofit agencies
was diminishing. During the final school year, 1979-80, King-Snohomish
staffs recruited more new pr}vfte businessés than sponsors from the other
sectors: N

This délayéd private sector recruitment was even more pronounced in
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Began assighing youth by February 1978, -

Table 2
DISTRIZUTION OF WORK SPONSORS BECONTNG ACTIVE FOR THE FIRST T1IE
: DURING SELECTED TINE PERIODS,
BY SECTOR OF WORK SPONSOR AND SITE

(]

Febriary 198 - st 198 | Septnber 19 a7 | Sepanber 157~ et 1900 |05 ThEih Augist 1080

Site Private-Seetor +OtherSectors | Private Sector [ Other Sectors | Peivate Sector | Obher Sectars Private Sector [ Other Sectors
terr - - - D
Baltinore 186 163 266 % 5l 1l 3 7]
Bostsi 18 ®® L M 24 2 110 £ 700
Clncimati 6 mwoojonr 19 s g 30 23
Denver 31 Bl m i u 15 55 %0
Detroit mn mol 1% 509 28] Mo 1 &
King-Snobomish 19 W 1% 184 3% 97 g ns
Mississippi 100 I 9 3% u 1,129 519
gltalfier T | L% Wl 1,01 178 T T I R
' l
Tier II -- _ ; _ N = .
Klachia County 19 i ! ) 1 1 2 1
Albuguerque 0 16 0 9 2 1 2] 5]
. Berkeley 7 8 ] i 18 L ] 156
Dayton 1 ¥ 3 1 1 0 E Kl
Hilsborough % A ) } « 1l 1l i0
Monteeey i 2 0ol i E mo|
e fork. 59 0 U 40 6 109 moo|
Philadelphia 51 ’ 1 1l 12 52 9%
Steaber Coity u 4 U 5 0 13 0 2
Syracise ; ] 2 N N N 1 13
walte 1t | I 0 W | I it g %) B0
T@t&[@éﬁﬁﬁgfﬁfibh L8t 2,592 2,215 L) L 1,090 5,959 4,85

SOURCE: Wty erfomarce Reort dta fon the Entitleent, Tormation Sysen
NITESs  etive For the FESt Tine" refers £ the Flrst onth durlng ¥IEh A youth vas assigned to a vork sponsor and vas paid. let all sitss
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the i§-c6dﬁty ﬁissiSSiﬁﬁi Entitlement area. The program began in the
summer of 1978, and by Iate in the year, a large number of yoath enrollees
did not have job assignments. ihé idcal job ééVéié;é}s indicated, and
ﬁfdgram nmnitbring génerally Qéfifiéé; that the relatively small ﬁubiié
sector in many of the more rural counties had reached capacity in the
niimbers Of youths they could employ. The private sector was the only
target of opportunity available, and as Table 2 indicates, in the 1978-79
and 1979-80 school years, MississESSE job developers recruited seven
times as many private businesses as new public agencies.

Prime sponsor staffs utiiized several rules of thumb in identifying
arid a&ﬁ;éééﬁiﬁg,éfivate businesses. It was important £o locate busi

nesses which were fairly ‘éccé§§i5ié to éﬁ%éiiéég; who were eligible
to work 10-20 hours per _week after schest during the academic year.
One problem that some prime sponsors encountered (Baltimore and Denver,
particularly) was that initia] solicitations produced interested employ-
ers outside the central city, whose distance from the Entitlement area.
did not allow yoiiths adequate working time to meet the 1l0-hour wééiiy
minimum guarantee after schooi. The Monterey program staff, who wanted
to deve10p jobs in Sa11nas 15 miles from the Eﬁtitiéheht éféé; éEEéﬁéé&
a bus service after school and into the éatiy evéﬁiﬁé; Géﬁéféiiy speak-
enrollecs’ homes and s’éﬁééié; and small businesses in the Entitlement
ﬁéigﬁbdihbbaé 5;6eéa to be a useful resource.

Entitlement job developers stayed away from some businesses as

1nappr0pr1ate workplace for youths, excludtng bars, iiquor sStores;

massage parlors; adult book stores and the 11ke; In addition, during the

-17-
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early months, job developers found that certain kinds of firms seemed

particularly difficult to recruit: Large manufacturing firms -- for

reasons that included the multiple bureaucratic clearances necessary
to reach a worksite agreement,; employer concern about upsetting the
unions; child labor laws prohibiting certain kinds of work, difficulty in
scheduling part-time jobs for youths, or geographic imaccessibility --
were judged by many primé sponsors to take more staff time to develop
than seemed affordable, given the large numbers of youthé for whom jobs
had to be found. It was not an insurmountable problem to develop.some
manufacturing jobs, however, particularly in smaller firms. Both the
Hillsborough and fhiiadeiphia programs in Tier II demonstrated this.

Thus, for reasons of neighborhood accessibility, sheer numbers of

available employers, and lack of bureaucratic clearance; job developers

generally found it more fruitful to recruit relatively small businesses
and service establishments. Two surveys of random samples of private
employers == those active in the demonstration in the 1979-80 school

year; and those contacted for the wage subsidy variation experiment (see

Chapters 3 and 4) —-- revealed fairly consistently that about 40 percent
of the businesses approached or recriuited had fewer than five full-time
employees (counting two part=time employees as one full-time equivalent);
and two-thirds had fewer than ten Full-time workers.

Businesses that served as work spomsors typically took only one or
two youths at a time, reflecting their small size. This compares with
public and nonprofit agency work shonsors that more typically took twice
as many youths. Walf the private sector work sponsors im July 1979, for
example, had only one youth assigned, while haif the public and nonprofit

~
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agencies ﬁa& fhé ysaﬁﬁé; kéfiecting the wéight of those sponsafs aﬁa

(Diaz, et al., 1980: 126 )
Table 3 displays the cumulative numBér of for-profit employees

recruited by Entitlement prime sponsors and the proportion of enrollee

job hours worked in the private sectora Some 55 percent of all work

during the demonstration is given in Table 4. The retail trade and
services emphasis of prime sponsor recruitment is clear, with mearl; half
of all the private work sponsors in retail businesses and over one-Fourth
in the category of service establishments. The occupational distribution
of youth job hours in the private sector reflects the industries to which
youths were assigned and the relatively low-skill jobs which employers
assigned them. Two-thirds of the private sector job hours were in
éiéricai; food service; sales ancl building maintenance-type jobs, as
shown in Table 5.

In working with the private sector, many prime sponsors initially
expressed concern that private sponsors should be accordea some degree of
special consideration, for there was a wideSpread belief that private
employers were likely to be 1ess toierant of administrative fOul-ups.
Several programs used intermediary organizations, as they did in recruit=

ment, to interview and screen youths and make a match with employer



- DISTRIBUTION OF PRIVATE SECTOR WORK SPONSORS .
AND HOURS WORKED IN THE PRIVATE SECTOR, THROUGH AUGUST 1980,
"+ BY SITE

Private Sector Work Sponsors Private Sector Hours

_Cumulative = | . Percent . Cumulative . _ Percent

Private Sector | Private Sector | Private Sector | Private Si
te . ... |  sponsors | Of All Sponsors Hours? Of All H

SR

3altimore - 703 64.2 1,530,400
3oston. 691 49.7 1,521,200
>incinnati 260 312 418,200
denver 515 595 - 601,400
etroit 1169 63.1 2,206,500
¢ing~-Snohomish ' 331 42.6 _ 249,500
tississippi ° 1129 64.6 1,097,200

BN =N
NOO O DO
.

b OO O WW

[
L] .

Totai Tier I 4998 55,3 7,624,500 18.8

ir II:

\lachua . County 26 49.1 14,400 5
ilbuquerque 27 32.1 -7,000 1
lerkeley 28 14.9 21,300 2
layton ) -5 14,3 - 2;900 1
[illsborough 111 73.5 124,000 3
lonterey 217 70.0 180,500 3
lew York 223 54;1 276,700 5
‘hiladelphia . 197 69.6 186,600 55.9
yracuse 127 49.4 187,600 24.6

‘W, OV OV

Total Tier II 961 54.0 1,000, 900 22,9

al Demonstration - 5959 55,1 8,625,400 ' 19,2

SOURCE: Monthly Performance Report data from Entitlement Information System.
~ NOTES: Steuben County had no private-for-profit activity and is not shown in tab
al job hours and sponsors from this site do, however, contribute to the Total Tier I1
al Demonstration percéntages shown, '

a30b houré havé béén roun&é& to thé nearest hunéré&.
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Table 4

PERCENTAGE DiSTRIBUTION OF ACTIVE PRIVATE SECTOR. WORK SPGNSORS
THROUGH AUGUST 1980, BY TiIER AND INDUSTRY TYPE

S T . = - - mtai**: -
Industry Type® Tier I Tier II _ Demonstration .
Agriculture/Forestry/Fishing 3.6 0.6 3.1
Mining/Constriction 2.9 2.4 2.9
Manufacturing 9.1 13.7 9.8
Transportation/Communications/ o
Utilities 1.9 2.6 2.0
Trade ) o
Wholesale Trade - : 2.3 1.7 2.2
Building Materials/Hardware 1.8 1.5 1.7
General Merchandise 3.3 4.1 3:5
Food Stores = 8.6 6.7 8:3
Auto Service Stations 5.6 3.0 5.2
Apparelégccessorxes 5.1 1;9 5.5
Furniture. 2.4 3.4 2.6
Eating Places 10:5 6.8 9.9
Miscellaneous 7.6 12.7 8.4
Total Trade 47.1 47.9 47.3
Finance/Insurance/Real Estate 5.6 6.0 5.6
seryi‘ééé,, oL - =
Lodgings 0.9 0.7 0.9
Personal “Services 4.6 2.5 4.2
Business Services 4.7 2.5 4.3
Automotive Repair 5.6 7.0 5.9
Miscellaneous Repair 1.6 2.6 1.8
Amusements/Recreatlon/MotIon 1.4 2.2 1:5
Pictures : - -
Health Services 3.3 3.8 3.4
Legal Services 1.7 1:3 1.7
Educational Services 0.4 0.2 0.4
Social Services' 2.7 1.3 2.7
- Miscéllaneous Serv1ces 2.1 2.6 2.2
Total Services 29.3 26.8 28.9
Unknown 0.4 0:1 0:4
Total 100.0 100.0 100.0
SOURCE: Moﬁfﬁly Progress Report data from the Entltlement Informatlon System.
NOTES:  Percents may not sum to 100 due to roundzng.

aIndustr1al categorles are. based on the d1v1510nal groupIngs of

the _Standard Industrlai CIasslflcatlon _Manual (Si€j,; pubiIshed by the

o Executive Office of the President, Office of Management and Budget, in 1972.
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PERCENTAGE DISTRIBUTION OF HOURS WORKED”IN THE PRIVATE SECTOR

THROUGH AUGUST 1980, BY TIER AND OCCUPATIONAI. CATEGORY

Percentage Distribution By Tlerx

S - - - Total
Occ;Patlonal Categories . Tier I - -} Tier II - Demonstration
Clerical 33.1 36.6 33.5
Food Service 14.6 4.7 13.5
Building construction, 7
maintenance, repair 13:2 6.7 12.4
sales 8.6 16.6 9:6
' Auto. mechanic, service
station attendant 5.2 6.4 5.4
care of children, and o 7
the elderly 3.4 1.8 3.2
Warehousing, material
handling 2.6 5.6 2.9
Medical assistant 2.8 2.6 2.7
Community workers, ‘ ,
recreational aides 2.8 0.5 2:5
Other 13.6 18:5 14.3
Total 100.0 100.0 100.0
_ SOURCE: Monthly Performance Report data from the Entitlement Information
System.
NOTES: Occupational categozies were derived from groupxngs ofrgimiiar

jobs as defined by 3-digit codes from the Dictionary of Occupational Titles,

Fourth Edition, published by the U.S. Department of Labor, Employment and

Training Administration, in 1977,
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needs in the hope that they could clarify communications and smooth the

liaigon with businesses. The King-Snohomish program agents, as another

example, sought to implement a policy of only referring older youths and

high _ééﬁééi seniors to private i:’ijéirié'ss'e'é, or youths who had displayed

good work habits and work motivation on public/ nonprofit worksites. The

Boston program iﬁiciéliy attempted to establish an elaborate joﬁzﬁatéhiﬁg

process for enrollees: During the course of program implementation,

however, the press of numbers at the large programs made it difficult for

 prime sponsors to maintain special job &ééiéﬁiéﬁt and pfogram liaison

procedures for private employers. Except perhaps where intermediary

organizations played a role, prime sponsor usually found they did mot
have the luxury of etiough time or séaff to treat ﬁ;iiiéEé businesses much

differently fron public and nonprofit sponsors.

Entitlement prime sponsors succeeded in signing up nearly 6,000
aébéiéﬁu}é& éf.fbft; especially fince all but one of the Tier I projects‘

recruited over 500 businesses each. After recruiting businesses, an
. intensive program staff liaison operation was necessary to assign youths,
collect time sheets from employers, consult with employers about problems

with youths on the worksite, and to procéss employer requests for youths

since prime sponsors had to develop these work experience opportunities
de novo; without the previous working relationships that they had

established in theé other sectors, and without the kind of top-level

assistance which mayors could provide in lining up public agency co-
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operation.

In the larger Tier I communities; where thousands of youths agreed
to the school-for-work bargain; many staffs agreed that the private

sector option greatly facilitated the delivery on that bargain, given the
fixed and relatively small capacity of the public and not-for-profit

sectors. Without the opportunity to develop jobs made possible by the

private sector authorization, many staffs believed that the public and
nonprofit agencies would have been overloaded with too many enrollees.

Other prime sponsors saw a much more positive side .to this opportunity,

believing that work experience in the private sector might offer youths a

better chance to get hired after their program assignments. Many

job developers and senior prime sponsor staffs also believed that private
businesses were less prone to create '"make-work" opportunities than
public and nonprofit Sponsors.

It should also be noted; however; that this active participation
by certain private businesses did not reflect a universal agreement by

every business contacted to accept the attractive offer of "free" labor:

Many firms -- both large and small, manufacturing, retail and service

establishments =- declined to participate. A discussion of how willing

businesses were to agree to sponsor youths follows in the next chapter.

50
-24- It

'



Chapter 3

THE RESPONSE OF PRIVATE BUSINESSES IN

THE WAGE SUBSIDY VARIATION EXPERIMENT

The Entitlement program demonstrated clearly that prime sponsor
staffs, with or without the help of business intermediaries, could
éffééfi%éiy recruit private bus1nesses, and that large numbers of firms

would agree to part1c1pate Tﬁé demonstration also hélped to dispel some

myths about the unw11itngness of the private sector to cooperate in a

government subsidized training program, and givé ﬁ?iﬁé éﬁonsors experi-
ence iﬁ héikiﬁé with private businesses. That exper1ence probably helped
Eéﬁ& of them to achieve a séébﬁé55§ goal: building br1dges to the private
sector for future ﬁféé?éﬁ iﬁiéiéfivas.

level of a éﬁBéIdy to the private sector. The decision of all Ehtitié;
ment Sponsors but ﬁi'séiééip'pi to opt for a full wage subsidy &i'd not
reflect the kind of arrangement that has been typical in éﬁ§16§ﬁéﬁf
programs, where bﬁ:éﬁé-jéﬁ training §u5§idié§ do not exceed 50 percent of
wage costs: Furthermoré, a policy-relevant idéétion -- the rate of
business acceptance to a sii'b"siéiiéa wage offer - was not addressed
by Ehé demonstration eiﬁé?iéﬁéé since prime sponsors were not Eéiﬁiié& to
keep employer contact records. S

To examine these poiicy iééués; péftiéﬁiéiii private sector respon-

the establlshment of a spec1al wage su}s1dy variation experlment during

the last months of the Entitlement demonstrat1o1. At that time several

Ent itlement prime sponsors were allowed to expand their targét areas, and
. )
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the Baltimore, Detroit and New York programs agreed to vary systemati-
‘cally the level of wage subsidy that they offered to businesses for

sponsoring youths in the expansion areas. Employer participation rates
were measured, and the experiment permits some conclusions; albeit

carefuiiy quéiifiéd; to be drawn about the géﬁéiéiﬁif& of bdsineéses Eé
different wage subsidy levels. It also provides some indication of the
non-price considerations that enter into a firm's decision whethér to
iééépé é work sponsorship role. The fiﬁaiﬁgé of tﬁé eiperimént are the
subject of this chapter.

The variation was implemented somewhat differently at each site. In
Detroit; Béégiiﬁ staff were to list all private employers in the expan-
sion area until a sufficiently large number had been reached for experi-
mental purposes. These firms were then féﬁ&éﬁly allocated to one of two
lists: those who would be approached by job developers with the offer of
a %ﬁifIGSEé EEBSi&y, é;a those who would be contacted in the same manner,
but éfféfé& a 75 pefcent subsidy. In Baltimore, jais 'cie’\'iélo'i:e'fs ap-
proached employers dirctly without previous listing and random assign-

east of a major dividing street were offered the full

age subsidy, and

N . A : __ . __ R
all located west of that street were offered a 50 percent wage subsidy.

$1des of town. The plan in New York was to offer all employers in one

lexpansion area full subsidy; all those in another area, a 75 percent
/ subsidy; and all in a third area, a 50 percent subsidy: Each area was in
' & aifferent berough of the city. This systematically varied job develop-
/ -
/ ment in each of the fﬁéifiémenf cities was to be carriéd out during the
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first five mouths of 1980.

Administrative delays and confusion prevented the new York variatics
from being launched in-time for inclusion in the experiment. There were
also delays, but iéié_éxtéﬁéiVé ones; in Battimore and Detroit: Follow-
ing the conclusion of the job development effort and after the assignment

of the youths to those émbioyers who had agreed to participate, an MDRC
research contractor was to interview a random sample of the firms in each
city and at each of the subsidy levels. The iiﬁiémentation delays and
the lower than expected participation rates, however, led MDRC and the

research contractor to conclude that the available savple did not warrant

the elaborate planned analysis.! Instead, MDRC staff and consultants
intervieved random samples of firms in Baltimore and Detroit by tele-
phone, using a more modest questionnaire &ééiéﬁé& to assess parficipaiiah;
rates and employer reasons for accepting or declining work sponsorship.

Before discussing the findings -- and in particular, the participa-
tion rate findings -- it is important to set. forth more fully the condi-
tions under ﬁﬁibﬁ thé experimental job ééVéiééménE proceeded in order

to provide some context and cautionary qualifications about the gener-

1 The original design called for a survey of 1,000 private sector

employers in Detroit, with the possibility of a simitar survey in Balti-

more, and an analysis of the following issues: (1) participation rates of
firms offered different subsidy levels; (2) characteristics of the firms

and their impact on participation, (3) the number of youths employed by
participating firms, and (4) the willingness of firms to continue to

employ Entitlement youths after the subsidy ended. Felder; 1980, reports
on_the research design, implementation of the experiment; and _his recom~

mendation mot to conduct the full analysis. The primary factors in his
recommendation were small sample sizes and the problems of comparability
of job development methods and placement of youths in participating
worksites. The extension of the program after August 1980, with somewhat
different operating rules, further compiicated matters by making it

impossible to observe the post-program behavior of participating firms,
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alizability of the findings to private sponsors in the Entitlement

stances. There are some important differences between experimental

conditions and job development during the 30-month demonstration:

First, when the experimental job development was conducted in early
1980, the end date had mot yet been determined for demonstration funding;
and hence employer participation.! Experimental job developers in
Detroit and Baitimore were thus mot in a position to offer employers
assurance of subsidized wages beyond the summer of 1980. In contrast, at
the outset of the demonstration in early iéfré, prime sponsors could
recruit work sponsors for a demomstration that was scheduled to run
through June of 1979, subsequently extended through August 1980. Employ-

ers facing the prospect of 18 to 30 months of work sponsorship might,

firms, which faced a shorter and less cercain period of subsidy. This
factor could lower experimental péréiéipatidn rates.

A second difference was the relatively ghort time span for experi-
mental job development, January through May 1980. Fmployers during
the earlier period in the demonstration may have exhibited a "delayed
response” in agreeing to participate. In support of this, many employers
contacted during the experiment indicated they were aot interested at

that time in sponsoring a youth, but might at some later date, when

' Shortly after that time, the Department of Labor concluded that the
demonstration period would eénd in August 1980, with some possibility for
eéxténsion of program operation at a reduced scale through early 1981:
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circumstasn ces changed for the1r bus1nesses. Furthermore; interviews

with prIme Sponsor staffs dur1ng the demonstration revealed perIOdIC if

not always comprehens1ve pr1me sponsor cdll-back efforts to bus1nesses,

'\

ﬁith these contacts sometimes pxcktng up f1rms that had 1n1t1ally de-

ciined the 6féé§; Both local economic cond1t1ons and the d111gence of

length and 1ntens1ty of act1ve JOb deve10pment in the exper1ment c0uld

thus lead to different cumulative employer part1c1pat1on rates.

On the other hand delayed response m1ght d1scourage part1c1pat1on

among communlty employers became 1ncreas1ng1y negat:ve, as employers had

unhappy exper1ences 01th youths or program adm1n1strat1on iniciai

enthus1asm among tilose not prepared to part1c1pate early m1ght turn to a

definite decision not to part1c1pate at some later date. Nevertheless

cumulat1ve part1c1pat1on rates can only increase over time as the period

of opportun1ty to part:c:pate lengthens.

baunchIng the experiment late in the demonstration might have had

the exper1ment were instructed in ﬁetroIt not to 11st any employers?ﬁho

were current or former Entitlement work sponsors, el1m1nat1ng firms who

-z - 4 il e
had been p081t1ve dec1der’" about Ent1tlement. Slm1lar1y, Baltimore job

developers were 1nstructed not to complete contact cards on any employers

who were current or previous work sponsors. _Although this "saturation"

! fThere is an analogy to the participation rate of eligible Entitle-

ment youths, which grew cumulat1vely over the course of the demonstra-
tion as word of mouth spread about the Entitlement: opportuntty;
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phenomenon appears to have been m1n1ma1 51nce exper1menta1 jOb deyeIOp—

,ponsorshlps oatsxd@ th° ortgr"al Entrtlement areas. They had howeVer,

comimit 11g.

Additionally; the establishment of the wage subsidy experiment
in only two of the 17 Entitlement communities must be regarded as. an
impértant qua11f1er; Not 'oniy are the labor markets of Detroit and

nati, for example) but the per1od of experrmental JOb deve10pment was

corncrdent wrth a downturn in the Detrort economy . N

In generai; most of these factors would appear to constrain the

incentives or dppbrtunltl es for pr1vate bus1ness part1c1pat1on in the

exper1mPnta1 per1od mak1ng exper1mEnta1 part1c1pat1on rate est1mates

. o o o

an understatement of comparable partrc:patron rates'tn the full demon—

stration:. There are; however; some ot'ier factors which might lead
to overstated participation rates. First, the local delays in imple-
menting the experiment meant that; at the time of the téiéﬁhSBé surveys

in August 1980, most employers had not been assrgned an Entitlement’

enrollee. Their agreement to part1c1pate was thus a prospect1ve one, and
there is reason to believe that there miéh’t have been some attrition

between the time of agreeing to participate and the actual assignment of

(o N1

a youth.

A second factor tend1ng to press exper1mental estimates upward is

that 1ob developers at both sites ay have had some tendency to list for
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the experiment those businesses they believed, from previous jot devel
ment experience, to be more likely to participate. While experimental ru’
required that Detroit jéﬁ 5é6€16§é§§ list all private businesses to deve

the random subsidy level assignment listi:, there is someé indication tt

‘general interest of all private businesses in sponsoring subsidized youth

On balance, however, the conditions of the experiment probably contr

stration, than raising it. In particular; the shorter time-frame for j

development, and the fact that community businesses which had alrea

ﬁéééiéisated‘were excluded from the experiment, probably make the findin

reported here somewhat of an understatement of business participati
rates. : ) i

Job developers in Baltimore and Detroit contacted 2,259 businessei
recorded descriptive information about the industry and number of employee:

level offered. The overall number of employers contactec

the subsidy

allocated by level of wage subsidy; is summarized in Table 6. Industri
distribution of the experimental firms was generally the same as in th
overall national demonstration; the largest proportion -- about half th

firms -- were involved in trade, and another quarter fell into the categor

of providing services.

" See Appendix Table A-3 for a breakdown of industry éyﬁé and size o©
firm.
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Table 6

_ D TRIBUTION OF PRIVATE SECTOR EMPLOYERS

CONTACTED IN THE WAGE SUBSIDY VARIATION EXPERIMENT,
BY SITE AND SUBSIDY LEVEL

Site and Subsidy Level . Number of Employers Contacted

Baltimore = =
50% Wage Subsidy ' 610
100% Vage Subsidy 561
DeEi?}t:;: DI T D oot
75% Wage Subsidy 569

100% Wage Subsidy _ 519

Total ' - 2259

_SOURCE: . Tabulation of Wage Subsidy Variation record

cards filled out by. job development staff of the Baltimore
and Detroit prime sponsors.
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In ordeér to assess the factors which contributed to the decision of
these firms to accept or decline sponsorship, a stratified random sample

of the 25259 firms contacted was interviewed by telephone in August and

September of 1980. A total of 311 businesses were interviewed; with the

sample drawn to inciu&é a sufficient number of firms that agreed to
the possible influence of differences between the firms at the two sites
and firms offered different subsidy levels, the survey data were examined
using multiple regression analysis. The regression technique permits the
analyst to estimate the iﬁﬁééé of A;givén characteristic or treatment
Qﬁiié éEéEiéEiEéii& controlling for the impact of other méaéuré& differ-
ences. This allows, for example, :hé61mpac: of the subsidy level to be
measired as if firms differed only on the subsidy they were offered.

Appendix A discusses sample selection, weighting and the régréssion
models used to analyze employer participation.

The Impact of Subsidy Level on Private Sector Participition

Tabié 7 displays the participation rates of the firms in the
sample. Gﬁéféii; 12.6 péfééné of the firms agreed to participate at one
of the éabéidy levels. While this is the average for aii three subsi=
dies, it is notable that the firms offered 100 percent subsidy, the basic
bargain struck by prime spomsors throughout the demonmstration, pav.ici-
pated at the rate cf only 18.2 percent: Despite the offer of no wage
cost, fewer than one in five employers agréed to participate. vTHué, wage
considerations do not appear to be a first priority for most businesses.
This seems to corroborate the initial prime sponsor apprehension about

business willingness to sponsor Entitlement youths, even if the experi-
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REGRESSION-ADJUSTED PARTICIPATION RATES
OF A SAMPLE OF PRIVATE EMPLOYERS CONTACTED

IN TIE WACE SUBSID" -VARIATION EXPLRIMENT,
BY SUBSIDY LEVEL

Subﬁidy Level Participation Rate
50% ‘ gL 7aREs
75% . , 10.0%*
100% i8.2%

Average for aill Employers 12.6%

Total Number of Empioyegg 282

aboutbecomlng w0rk sponsors durlng the Wage Sub51dy .
Variatjon kExperiment, The survey is described in Appendix A.

NOTES: . Part1c1pat10n _rates are regre551on adjusted

and_based on the 282 cases for which complete data are

avaxiable.r The . regre551on model used. to. predict particl—

pation is. descrlbed in Appendix A.. SIgnIfxcance tests

are made by comparing . partlcxpatlon at the-100%: sub51dy

level with part1c1patIon at the two partlal subsidy

levels._. Part:c:natxon rates at the 50% and 75% subsidy

levels are not SIgnlflcantly different from each other:

*Slgn1f1cant at the 10 percent 1eve1

**Slgnlflcant at the 1 percent level.



ment may somewhat understate the employer take-up rate in the longer
demonstration period:
Table 7 also shows that, within thé narrow range of employer re-

sponse, there is a fairly striking sensitivity to price. While only 18

dropped to.10 percent when an employer was asked to pay 25 percent of the

minimm wage. The drop was half again as great if employers were asked
to share half the wage cost.l
As a matter of program iﬁﬁléﬁéﬁiééiéﬁ; or with respect more general-

ly to replication of a private sector strategy in other work experience
programs, Entitlement prime sponsors would have had to contact four times

as many employers to get equivalent numbers had they offered a 50 percent

fraction of the private sector businesses approached, even if one assumes
that the participation rates in the longer demonstration might have been
somewhat higher -- say 25 to 30 percent, instead of 18 percent.

The Impact of Other Factors on Private Sector Participation

The 311 firms interviewed in the wage subsidy variation survey

were asked to cite the reasons why they agreed or declined to partici-

" The participation rates at _the 50 :ééiééﬁg and . 75 percent subsidy
levels are significantly different from the participation rate at the 100

percent subsidy level as measured using two-tailed t-tests on the regres-
sion coefficients for the partial subsidy levels. Significance levels
are shown in the notes to Table 7. Except where noted; all significance

tests in the remainder of this report are two-tailed t-tests.
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employers were asked to report generally on how well their businesses had
fared in the previous year. These, along with other characteristics of

the businesses, were examined with multiple regression analysis, control=

have influenced their decision.
All firms that agreed to participate as work sponsors were asked to
cite the perceived advantages or benefits which they had considered in

asked to specify the most important consideration. The reasons for
participating are summarized in Table 8.
As the table shows, two reasons were cited far more frequently than

all others. Nearly six out of ten participating businesses cited "cheap

labor" as a major consideration. Notably, however, two-thirds spoke of
the opportunity to provide a work experience for unemployed youths, with

comments that ranged from "I know how important it was for me to be able

keep kids off the streets." Additionally, when asked to sort out the

most important of their considerations, more employers cited the altru-=

istic motive (48.4 percent) than economic self-interest (32.9 percent).

The é?iﬁééy of this pair of motives, and the fact that self-interest wa
not the dominant one, corroborate findings from two previous surveys with
active or former private sponsors conducted at 12 of the demonstration

sites over the course of the demonstration. (These surveys, conducted in
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PERCENTAGE DISTRIBUTION OF REASONS FOR PARTICIPATION

IN THE WAGE SUBSIDY VARIATION EXPERIMENT

! Percent_ - | Percent of Spo:
. - : of Sponsors Reporting Reas

Reasons Given for Participation Reporting Reason® as Most Import

Cheap labor, no wage cost 57.8 : 32.9

Chance to look over unskilled workers
for possible later hire 19:3 8:7
Chance to do sométhing for ,

disadvant.ged yoiith 67.1 48.4
Possibility of expanding output
temporarily 15.5 5 .é
Chance to have motivated youth

willing to both study and work 2.5 1.2
M:i,ﬁ’iiﬁfai paperwork 0.6 0.0
Chance to employ specific youth
known to employer 1.2 1.2
{Other) 5.0 1.8

tocal Nutber of Reasons Reported 274 ——-

it la’ Nuw -1 Sponsors Interviewed

JCJRCE: See Table 7.

NUIES:  The Table reports answers from the 161 firms in the sample
wLo 4¢ aed to ;ar.icipate at one of the subsidy levels,
“Percents in this column do fiot sum o 100 ‘due to multiple reaponse

bpercents in this column do not Sum to 100 due to rounding.
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the fall of 1979 and the "sﬁéiﬁg of 1980 are discussed in Appendix A.)
Interviewers in all three surveys were persuaded that the altruism
sounded génuiﬁé, notléimpi9 Whice talk" from;dbwniown businessmen.

The larger group of subsidy variation survey firms; those which

declined to participate as work sponsors; were asked to indicate why and
to specify the most important reason for declining the offer. These
are summarized in Table 9. By.far the most often cited reason, and the

enough staff to handle the work already, or that the business was just

too small to need additional hands. Over two-fifths of all non-partici-

pating firms volunteered this reason, and over one-third cited it ‘as the

most important consideration. The second most frequently cited consi-

deration was that the work available was not appropriate for high school
youths; was too dangerous; or demanded highér skills than the employer

thought the Entitiement youths could provide:. Less than one-fifth of

non-participating firms cited declining business conditions as a reason:

While there siay have been factors other than those directly stated
in the Su;Véy;‘it would appear that a large share of thé emiployers
approached by experimental job’ developers siﬁpiy did not have enough
work, or tte right kind, to take on subsidized help. Without more
evidence on *heir parallel unsubsidized hiring practice, it is not
pussible to sott out whether these businesses, during the period they
..re approached; were simply not hiring; or were more specifically not
interested in spu:soring Entitlement participants:

In addition to asking employers about their reasons for partici-
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Table 9
PERCENTAGE DISTRIBUTION OF REASONS FOR NON-PARTICIPATION
IN THE WAGE SUBSIDY VARIATION EXPERIMENT.

-

- - .. ___ | percent of Emplovers
77777 - _ S ) Percent of Employers - Reporting Reason_
Reasons Given for Jon-Participation Reporting Reason? |- -as Most Iﬁ@értantb
Not enough gérk; sufficient sta f
already, too small to nced extra ) .
help 42,2 35.3
Nature of work inappropriate for .
teenaqers reguirements too high 27.9 21.1
Not enough work; businers &low o
or declining . 17.0 12.9
Potential problems :Gpcrvising
youth : 8.2 4.8
Concern avout yout.
attitudes/reliabil:: 8.2 4.8
Difficult/reluctance
part-time wsrk 8.2 4:8
Dislikes govermme .t~ ; sod i
1abor programs | 4.8 3.4
H3Q to lay off regular statr
and reluctant to take on
sibsidized youth 3.4 0.7
Couldn't get approval from .
main office 2:7 2.0
Heard bad reports about program 2.7 0.0
Potential or actual union
crobles 3.0 1.4
Administrative/paperwork
problens 2.0 2.0
Couldn't afford partial wage 1.4 0.7
tature of program or. o ‘
reguirements anclear 0.7 0.7
iother) 3.4 3.4
{No reason given) 1.4 1.4
Total Number of Reasons Given 198 —
Total Number of Emplovers Interviewed 137

SOURCE: See Table 7;
pate shown in tables 8 and 9 sum to JO8 rather than 311 because three of the
firms interviewed had neither refused nor accepted the Entitlement offer. These
firms were waiting for the program to recontact them.,

NOTES:  The number of firms agreeing o participaté and refusing to particic

3percents in this columh do not Sum to 100 due to multiple
responses.
PPercents in this column do not sum to 100 due to rounding.
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pation, interviewers collected information on several more obJective
factors which were hypothésized to affect the willingness of firms to
accept a sponsorship,rdié; Some of these were factors suggested By the

,,,,,

- \.

stration, -and others were based upon assumptions about the economic

behavior of private sector firms. They included the following:

¢ Industry of business: Were manufacturing firms 1éss likely to
participate than firms in other industries?

o  Size of business: Were very small firms more likely to sponsor
youths than large firms?

. Age of business: Were recently established firms more likely to
participate than older businesses?

e Unionized businesses: Were unionized firms less likely to
participate!7given7t§eiagditional negotiation with unions which

would have been necessary? -

° ?fiéf éipéfieﬁéé empiojiné youths or sponsoring employment
program participants: Were businesses that had previously
employed youths or participated in an employment program more
likely to participate?

S
. Financial condition of business in past 9ear.,Were businesses

that reported themselves as doing well financially likely to

participate than businesses that had not done too well?

more likely to sponsor Entitlement youths than those which had
remained stable or actually reduced their regular work force?

As with the estimation of subsidy 1level impacts on participation,
multiple regression analysis was applied to determine how much each of
these factors influenced the participation decision when all other
variables were controlled: These are summarized in Table 10, which
estimates participation rates as if firms differed only on the factor in

quéstion.
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REGCRESSION-ADJUSTED PARTICIPKTION RATESVOF A SAMPLE -OF PRIVATE SECTOR EMPLOYERS
TROACHED FOR -THE WAGE- SUBSIDY VARIATION EXPERIMENT,

BY SELECTED EMPLOYER CHARACTERISTICS

Characteristics .| Participation Rate
Age of Establishment: 1-2 Years 22.8%%x
3-10 years 13.2%
e 11-20 Years 11. 3%
(Comparison Group) : Over 20 Years 7.5%
Had Prior Experience with : o
Youth EmMployees: Yes 15.7;‘
No 7.9
Had Prior Experience with o -
Employment and Traihning Programs: Ves 11:3%
No 12.8%
Change }n Level of Regular 3 o
Employment cover Last Year: _Increase 22.5%%*
{Comparison Group) No Change 10.86%
Decrease 10.9%
Manager's Description of Financial o
Condition: S poing Pretty wWell 16.9%
(Comparison Group) - Doing OK 11.1%
Not Doing Too Weill 9:7%
Manager's Lescrxpflon Ogi?ipfltablllty
Moderately or hithy Proflg§ple 11.6%
Barely or not Profitable 14.1%
Industry Type: ~ Manufacturing 4.4
Non-~-Manufacturing 13.2%
Workers Unlonlzed. - Yes 7il9§
No 13.1%
Size of Firm in Full-Time Equivalenciesd: 5 Employees 12.61
.20 Emplcyees I12.6%
100 Employees 12.4%
Total Sample 12:6%
Sample size 282
SOURCE: See Table -};
NOTES : See Table 7 f&r Hotes on the regression model used. Signif-

icance tests are made -comparing participation rates for &

mplaoyers with a

given characteristic to participation rates for employers without the char-

acteristic, Where more- than one comparison is possxble,

is identified against which all sxgnxflcance tests are

participation rates for firms aged i-2 years; 3-10 years,

made.

a compdrison group
For exampile,
énd 11-20 years

are compared with the- partxcipafxon rate for firms operating for over 20

years: Firis aged 1-2 years-are the only group significantly more likely

to participate than firms over 20 years in age. Slgnlficance is measured

’ 3rull- t1meequxva1encies are measured by _counting each part-

time employee as one-nalf of a full-time employee. Fitted values for this
characteristic are produced from a Continasas variable so a comparison - -

group canuot be idenviiied,
on participation.

N “*significant at the 10 percent level.
**Significant at the 5 percent level.
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have occurred by chance: These include whether an employer was a
manufacturer or v’]rés’“titiio:iiZEd; whetheér a firm was large or small, whether
éﬁﬁiayéfs characterized their financial condition as "doing pretty well"
or not, and whether an employer had prior experience with employment and
training programs: |

Three of the employer characteristics did make a significant and
1ﬁdépéi§’déﬁt contribution to the particiﬁaii’o’ﬁ decision. First, businesses
that had in the past employed youths were twice as likely to sponsor
Entitlement participants as those who had mot: 'Althoagh this is hardly a
surprising finding, it does support the sensible notion that employers
are more likely tf'o" repeat an éxpériéﬁcé with which they are familiar, and

_ LT ‘;,:;\;:??; J ) o . N - S, . "
further; that those businesses are more likely to have low-skilled work

which is appropriate for high school-aged youths. It may also point to
the possibility that such employers Eight substitute subsidized éﬁibiiééé
in jobs which ﬂiiéiit otherwise have 'go'né" to others. This potential
diiemma is addressed further in the £inal chapter.

The other factors influencing participation are the age of the
business and the expansion of its regular work force dﬁfiéé the previous
year. New Busiﬁésé@;é; less than tilré'é.’yééts’ old, participate at a 23
percent rate. Stmtlarly, firms that have increased their labor force in
the last year also show a 23 percent participation rate. It may be that
never firms, in tiiét/@é’ridci of uncertainty which accompanies the high'
catlays and slow sales growth of the first years, are moré likely to see
benefits in subsidized wages and in the opportunity to spomsor youths

without the responsibility of carrying the= on their regular payroll.
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Similarly;. it ‘is reesonébie that éxpaﬁaiﬁg Bﬁsinésses have " work that

It is 1mportant tu reiterate that the f1nd1ngs from the wage subsidy

«

variation experiment wust be regarded Qith great caution in drawing
genereiizétions about the behavior of private businesses in the Entitle-
ment demonstrat1on, or about the reSponslveness of fixqs more generally

to the spgnsorshlp of youth work experience. The variation was app11ed
in'only two cities; for a relativély short period; and after aeﬁaagtié-

tion sponsors had been recru1t1ng pr1vate employers for nearly two

years. It is thus l1ke1y that the .18 percent part1c1patIon rate of fully KN

subsidized bus1nesses represents a lower rate than would have b 5n

Y

theless, even

offer of 100 percent wage subs1dy does not brrng

.

,.,H
oy
i

businesses “forward in 1arge pr0port1ons. The vast majority do not find

the bargain sufficiently attractive:

The sensitivity of businesses to subsidy level is also fairly
dramatic, and while the specific ratic of participation rates among
subsidy levels should be regarded cautiously, it does appear that.busi-

ness enthusiasm for employing disadvantaged youths is further constrained
. . L

by the imposition of a ccét-énéringgﬁrdéeaure. That only “one-fourth as “
ﬁéﬁ?’émnidyeré are; w1111ng to pay $1. 65 per hour (one-half the 1980

minimum wage) for a yodth 8 labor than are w1111ng to sponsor a yOuth at

no direct wage cost speaks to a rela' ively margi nélineed for yduth
employees, or a marginal enthusiass for sponsoring disadvantaged youths;

or both.
b -

The reasons glven by f1rms for their agreement to part1c1pate

%43~ -
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may well be that the generally small firms which participated in the

wage subsidy experiment and in the demonstration as a whole are es-
pecially likely to feel a community concerr for youth employment. The
narrower economic motive does not contradict or diminish this altruistic
s "
mot ive.
The generally low participation rates of businesses. in the two-site

experiment do imply that employer demand for juuth employees would not be

great ~aough to give manpower operators the 6pEion of supplanting their
Eéédiéf §é$§§ of ﬁﬁﬁiié and nonprofit agency work sponsors wich private
buainesses. The level of job developmént éffort necessary to land
for-profit work sponsors in iust the experiment itself was fairly sub-

stantial.

Developing work experieace in the private sector thus may very well

not be the most cost-effective job creation stratégy, all other consi-
derations being équal, when expenditure of public Ffunds For recruiting

work experience providers is considered. On the other hand, ‘since great
/ > :

fomoTomoooo L L : - R T T
pumbers of businesses did agree to sponsor youths in the 17 communities,

their experience with sponsorship and the degree to which they were

willing to continue sponsoring youths deserves Ffurther comsideration.

This will be explored in the followins chapter.
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PRIVATE SECTOR SATISFACTION AND RETENTiON

Finaihgs from the wage subsidy variation experiment address several

quest1ons concernrng the response of pr1vate businesses to Entrtlement

and similar youth work exrériéncé programs -- in particular, the private

sector’s w1111ngness to sponsor v0uths at the 100 percent subs1ov affived
uring the demonstrat ion, the effect of a lower subsiay ~"fer on
ité‘fééﬁéﬁ;é; The t1m1ng of the experlment iété in the demonstration
ﬁééiéé; and local delays in 1mp1ement1ng it did noEbpermIt several other
ques&iong to be éxéﬁined; however. Most éﬁ;ioyers who aéreed to partici:

spr1ng and summer of 1980. They could not be 1;terv1ewed about their
actual éxperiehce as work sponsors; their degree of gifiéfagtion with
pfogram administration and with aééigﬁéé yéuéﬁé, or their willingne:s to
remain active as work sponsors. '

To address these questions, MDRC fielded a telephone survey in May
1980 with a random §'amp1e of 513 émpidyérs who had é,saﬁéa;éé yauehs;
Ent {t1ément sites who had §6UEE§ working ¢5- them in September 1699 the
beginning of the final gchooi year in the demonstratzon.i They were
asked about their overall exper1ence as work sponsors and questxoned more
closely about the1r part1cular exper1ence with the youths who worked for
them most récently. Fiﬁdiﬁég from that survey are the Subiéct of this

chapter.

Employers were not 1nterv1ewed at thP flve srtes which had fewer

than ten active private sector sponsors in Septeﬁrer 1979.

\

|
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The 513 employers interviewed represent fairly closely the in-
dustrial mix of private sector sponsors who participated over the course

were in the retail or wholesale trades; 32 percent wete in service

industries, and 8 percent were manufacturers. They were predominantly

small businesses; as Table 11 summarizes; with 41:6 percent employing
fewer than five full-time (equivalent) regular employees, and '65.3

percent having fewer than ten full-time workers. These employers had
been assigned 3,626 enrollees tiir'o"u'gh the time of the interviews in May

1980, for an average of saven youths per sponsor, although they typically
had only one or two youths assigned at any ome time. They were asked

about their contact with program liaison staff in terms of the cosntent of
the communication with staff and their satisfaction with the :raff’s
assistance. They were also asked about their experierce with the yoct:s

who had been assigned to them:

Although the job bargain which program staff had to offer private
businesses during the demonstration was a relatively low-cost and trouble-

free arrangement, administrative logistics could be fairly complex,
particularly in the large Tier I programs. Once the prime sponsor had

recruited a business, a youth would have to be sent for the employer’s

other qualifications. If an assigned youth did not get paid in timely
fashion by the priwe sponsor, he or she might complain to the work spon-
sor first. If a ycuth’s attendance or behavior was a problem for the

employer, program staff might or might not attend to the matter quickly.
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Table 11

PERCENTAGE _ DISTRiBUTiGN OF PRIVATE SECTORWWORK SPONSORS

INTERVIEWED IN MAY 1980, BY SIZE OF FIRM

Percent
S ~ of
Numberuof,Employees —{ . Sponsors — -
Less than 5 4.5
5.0 - 9.9 23.7
10.0 - 19:9 13.7
20:0 - 49.9 10.5
50.0.~ 99.9 4.2
100:0 - 249. 9 3.2
2500 - 499.9 1.6
500.0 - 999.9 0.2
Over 1000.0 1.2
Total : 100.0
Average Size 34.6
Mediai: Size 6
Number of Sponsors Reporting Size of Firm 503

77777§OUR€E Intervxews in May 1980 w1th 513 prlvate sector _ work

sponsors at seven Tier I sites and five Tier II sites who employed

Entltlement youths in September 1979. The survey is described in
Appendix B.

NOTES: Percents do not sum to 100 due to rounding:

_ aNumber of empioyees are calculated in full-tlme ec‘l-
gaieﬁgje§7§y countIng each part-time employee as one-half of a. fuii-
tzmé equivalent employee. These figures do not include Entitlement

youths.
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If a youth walked off the worksite and the employer wanted a replacement,
the program had to have a ré—ESQignmeﬁt Pr0cedure in piaCe to keEp

the sponsor supplied. Breakdowns in this liaison procedure and follow-

payroll red tape.
Prime sponsor staffs, as discussed in Chapter 2, were concerned at

confivm a naturai suspicion about government inefficiency and :that they

would resign as sponsors very quickly in consequences Despite that
concern; the press of numbers did not generaiiy allow prime spénsbfs to

develop special arrangements to treat businesses’ problems quickly,

except possibly at those sites such 58 Cincinnati and Denver that

siibcoritracted an ongoing liaison role to business trade groups:
The May 1980 work sponsor survey asked sponsors to recall their
initial expectations about problems or disadvantages in agreeing to

sponsor youths: Their responses about administration and employing
youths are summarlzed in Table 12. As ti1: table iﬁ&iééEéE, the iéEéééE
response category was the 61 percent of cmployers who could not recall
having had any particular misgivings. Thé néxt largest catsgory, encoi-

Conceérns about program and administration, suspicion of government

programs, and so on were expressed by only 7 percent of the employers.

While employer recall of early expectations may have been colored by
their subsequent experience as work sponsors, it does not appear that

administrative brobiéms were pérticuiériy salient. The work sponsor

Ay
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Table 12

PERCENT OF PRIVATE SECTOR WORK SPGNSGRS INTERVIEWED IN MAY 1980

WHO PERCEIVED DISADVANTAGES TO PARTICIPATION IN ENTITLEMENT,

BY TYPE OF DISADVANTAGES REPORTED

Percent
- S . of
Perceived Disadvantages/Risks - | - ._SponSors

Youth-related concerns: . . . R ¥
Youth work. at;;tudes or rellablllty 27
Problems superVIslng youth

Security or theft

Proqram—related 'concerns: 7
Admlnlstratlve or paperwork problems
Endlng_of wage subsxdy

Other’ emoioyer concerns: 11

Lack of work

Part time schedules difticult
OVerhead or supervisory costs

Other -
No Disadvantages/Risks Reported 61
Total Number of Disadvantages Reported 265

SOURCE: See Table 11,

NOTE: Percents do not sum to 100 due to multlple responses.
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survey revealed that over 80 percent of the employers had not previously
sponsored youths for an employment and training program. To somé extent
their general lack of concern about program administration may have

reflected naiveté. Other survey findings, however,; do not appear
to support this interpretation.

Surveyed firms were asked whether they had requested any general or
specific quaiifications for the youths they would be assigné&. As Table

were characterized in general terms, such as reliability or willingness
to work hard, aii:ho’uéh a minority of the employers indicated they had
asked for youths with typiﬁg skills, abiiity to work with customers,
arithmetic ability, and so Forth. Of those who had requested youths with
some qualifications; over 80 percent responded that the youths assigned
had met thém. The sponsors were also asked whether, once théy had
assumed sﬁansofshiﬁ, they had occasion to request replacements for youths

who had left their éﬁﬁiéy; One-half of all the employers giii'iié)ié& did
request repiacameﬁt youths, and 85 percent of those reported that re-
placements had been assigned to them.

The primary contact that employers %“ad with Eatitlewent program

staff during their sponsorship was the program counselor or caseworker:
One of the tasks which program counselors were assigned related to the
lbi-Wéekiy central payroll (weekly at two of the survey sites). Staff
ﬁiéiéa up time sheets for assigned youths at nearly all sites, and at
some locations distributed pay checks on the worksites While this was
the principal activity of program liaison staff, the visits to the sites,

required by the payroll mechanism, set up an opporiunity for communi-
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Table 13

_ DISTRIBUTION OF PRIVATE WORK SPONSORS
BY WHETHER THEY REQUESTED AND RECEIVEPR YOUTHS

Percent

- , . of

Responses | __ Spopsors

Work sponsor reported that they: ,
Asked for qualifications 64
Did not ask for qualifications 35
Did not recati 2

Wwork sponsor asked for gualifications
and reported that the youth assigned: -
Met the qualifications_ ‘ 82
DCid not meet the qualifications 17
Did not recail i

Number of Sponsors Who Asked for Qualifications 326

SOURCE: See Table 11.

NOTL: Pércénts may not sum £o 100 due to rounding.
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cation abou* youth performance and other employer problems. As Table 14
indicates, . 2:rly half of the work sponsors reported contact with counse-

called for bi-weekly contact at all but two sites. Nearly three-fourths
reported contact at least every two weeks. Most of the employers report-—
ing less frequent contact were probably at those sites where time sheats
could be mailed to the prime sponsor; although periodic staffing problems
at a few sites may also be reflected. 3
Table 14, also summarizes private employer responses on the issues

~
-

.they discussed with program counselors. While one-quarter of them raised

administrativé probléms with counselors, most also discussed youth

4

performance, attendance, progress, or personal probiems. Employers
were also asked whether they could recall any matters about which program
counselors had been particuiariy helpful, and whether there were any
issues .where program staff had been notably unhelpful. Responses to
these two questions are summarized in Table 15. Two-thirds found
employers found them particularly unhelpful on Some matter. Greater
proportions found counselors héiﬁful than unhelpful on matters of youth

attitudes; attendance, perfrmance; or other youth-related comcerns: In
addition, twice as meny volunteered that program staff had been helpful
45 opposed ts unhelpful in matters of program administration.

The sample of employers survéyé& thus appears to present an overall
pattern of satisfaction with program administration. Not only were there



Table 14

DISTRIBUTION OF PRIVATE SECTOR WORK 'SPONSORS

'BY REPORTED FREQUENCY OF CONTACT AND
ISSUES DISCUSSED WITH PROGRAM COUNSELORS

Percent

- of
Responses 7 . -Sponsors-
Eréquéncy of caﬁtaéé35
Once a week or more $§
Egggy two weeks 23
Once a month 11
Less than once a month 11
Did not know 2
No contact reported 4
Total 100
Issues discussedb:
Work habits, attitude, attendance 56
Perfoxmance 65
Progress, training . . 37
Other aspects of youths' part1c1patiqg, 9
Personal problems of youth 15
Difficulties on worksite (safety, heaith, B
theft etL- ) - 3
Probledis with program admxn:stratlon
(paychecks, replacements; etc:) 24

SOURCE: See Table 11.
NOTES:  3Percents may not sum to 100 due to rounding:
Ppercents do not sum to 100 due to multiple
responses.
e

\

\
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Table 15

PERCENT bF PRIVKTE SECTOR WORK SPONSORS,WHO -REPORTED

COUNSELORS TO BE PARTICULARLY HELPFUL OR UNHELPFUL,

AND PERCENT WHO IDENTIFIED SPECIFIC ISSUES
ON WHICH COUNSELORS WERE HELPFUL OR UNHELPFUL

Percent of Sponsors
Reporting Counselors to be:

Responses Helpful Unhélpful

General Statements of Sponsors: L
Yes 67 17
No 31 8l
Did not know 2 2

- Ll ’ T Lo »

Specific issues identified by Sponsors?2 - -
Work habits, attitude, attendance 33 6
Performance = _ _ . , 17 3
Other aspects of youth' parEiEipatIon 1o 3
Difficuities on worksite (safety, - :

theft, health, etc.) 3 1
Personal problems of youth 15 2
Progress, training 7 : 11 1
Problems with program adfhinistration _ _

(paychecks; replacements, etc.) 18 8
Other 7 4

[ B

SOURCE: See Table 11:

NOTES : This table is based on two ,eparate questibhs, whlch asked
sponsors if there were areas in which counselors had been particularly
helpful, «nd areas in which counselors had been particularly unhelpful.

The fact that counselors _were not -identified as helpful in_ the first.
column, does not necessarily mean that counselors were unhelpful.: sgaaga;g

could report that_ counselors were both helpful in some areas and unhelpful
in others or could report that counselors were neither particularly

helpful or unhelpful

counselors unhelpful. Percents do not sum to 67 and 17 due to multiple
responses.;’
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staff about youths pérfbrmanéé; atten&aﬁee; 55& Srogress in their work
experience. §incé all the éﬁﬁié?érs contacted, save those in Missis-
sippi, were working under a full-subsidy arrangemenc, it is impossible to
determine whether their perceptions (and expectations) of program help-
fulness might be partly a halo effect from not EQQing to assume any of
*he wage cost. 'l'lme full sdﬁsi&y and the streamlined payroll do appear;
however, to have created a situation in which employers could judge the
eisééiéace on the basis of théir primary eontact, the §édtﬁs who worked

for them.

Employer Experiences with Enrollees

If employers reported general satisfaction with program administra-
tion, what of their perceptions of the assigned youths’ Survey 1ntérﬁ

viewers asked several questions abont youths work habits, attltudes; and

bf the eﬁﬁl6yér's time than had originaiiy béen eibeéteé; These 1nd1ca-
tors >f satisfaction are summarized in Table 16. The four indicators
. together reveal a pattern which shows that §6uths' attitudes and wodrk
habi:s were generally average or a little better, that most employers did
not find that sﬁﬁerVisiéﬁ took more time than they had antlEiﬁate&, and
that the great majority observed the youths improving over time.

It is reasonable to expect employers to complain less about youths

for whom there is no wage cost. Nonetheless, their general satis-

faction with Entitlement participants, éven in thé face of a fair amount

of youth turnover, appéars to indicate that they generally accepted the

sometimes érratic work patterns of teenagers and their own role as
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mable 16

PERCENTAGE. DISTRIBUTION OF PRIVATE SECTOR WORK SPONSORS,
BY SPONSORS' REPORTS OF SATISFACTION

WITH ENTITLEMENT YOUTH ASSIGNED TO THEM

Percent
e ,‘: : - ,;ég;,,,
Sponsor_Reports of Satisfaction L Sponscers

Perceived that Youth demanded more
staff time and effort than expected: -
Yes 35
No. . - , [ 64
Did not know : » 1

Rating of general work habits: : -
Above Average : 29
Avérage 33

Below Average 18

Rating of attitude and willingness
to work:. : « .
Above Average . 34
Average 50
Below Averagds : : 17

Perceived impropsment over time in work
or attitude: , .
Yes - 75
No . 21
Did not know - ' i 3

SOURCE: See Table 11,

NOTES: Pereents may not sum to 109 -ine to rounding.
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) R - e e
prov1der of a work- tra1n1ng experlence Part of that 0verall satis-

he Ay

the seven or so youths that the average employer sponsored over time.
Empioyeés were asked to recall the 155@&&& éEéy of any of the

youthé they .époﬁg:a”réé. Table 17 é"fééiéj&é the number of months that the

vouths worked for each sponsor: While nearly one-third of the sponsore

¢

had no youths who stayed more than six months, another one-quarter :ad

!

yoaths who had been with them'for more than a year. Over one-half of the
A sponsors had at least one youth for e1ght months o; more.
Another overall indicator of employer sat1§fé¢t16n would be the

proportion of employers who, faliing subject. to the wage subs idy, reduc-
tion requirement discussed in Chapter 2; agreed to assume half the wage
cost. Applying the subsidy reduction guidelines interviewers determined

that ié percent of the éﬁﬁiéiéfé (91 of the 513 sUrveyédi were i‘éiigililié;i

_for at least 12 months after January 1979: As a po - ible indicator

éf *he constrained d111gcnce with which some Ent1t1emenL ptiie. sponsors

SOught ‘to eaforce the requIrement, only half of the 91 employers recalled

haV1ng‘been approached w;.h the choxce of plcklng up part of tﬁé ﬁ;gé

cozt or logrng the é§§1gned youth (o] those who did recall being aékéd,
however; over threeffourths (78 pef&éné) agreed to pitk up half of the
youth’s wage éaéé; |

=
It is of course po!s1b1e that p;Lme 8ponsors were selecttve In a

bIased fashion about whom they approached for reduced pub81dy; since cnly

‘ -
i

! See Osterman;, 1980, for a discussion of ybuth labor force behavior:

’ -




Tapie 17

___ PERCENTAGE DISTRIBUTION

OF PRIVATE SECTOR WORK SPONSCR. ,
3Y LENGTH OF EMPLOYMENT
OF THE YOUTH WITH LONGEST TENURE

Percent
T a , S ] of
Number of Aonths Employed. } Sponsors

1- 3 months 11
4 6 months 21
7-? months . 23
‘+-12 months. 15
13-18 months 15
More than 18 months 8

(Sponsor did not recall) 8

% . Total * 100

Mean 9

.
v

Median 8

SOURCE: 35See Table ;.

_ NOTE:  The table shous the lenyth of employment
for the youth indentified by each Sponsor as having been
. employed the longest. Since sponsors were: not asked if
the youth employed the longest was still employed, these
figures probably understate the length of employment.
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half of the "eligible" sponsors remembered having been approached: &

more ﬁléhgiSié éiﬁiiﬁifiéﬁ is the relatively poor recordkeéping by some

prime spousors und their relatively slow start=up in enforcing the
requiremerit .
Thus, the fact that three-fourths of the work sponsors approached
/ .

-

satisfaction; bui/is an additional indicator that employer s:-isfaction

may &pring in part from a stable experience with enroliees. Further-

more; there ?éfé few complsints abeut the subsidy reduction; many work

sponsors irterviewed, in the spumsor survey and in less formal interviews

in the flield, volced the opinion “tiat {t wouid only be fair to accept a
reduged subsidy if a youth had “ituu ¢ scable worker; and that refusail
7

/However, that while a8t employ:rs who had a Sﬁé—yearutriai reriod with
no wg;é cost sees-* ;iiiiﬂg to dssume -half the wage cost, éuséia§ experi-
Eéaf employers approached with a 50 percent offer from the outset ééééé&
to p-rticipatc at onlv a 5 percent rate.

Another mark of private employers’ satisfaction with their ro. . —-
and a particularly distinctive bemefi® to private sector work experience,

AN 3

given the ﬁirgng constraints on must local governments in this era --

is the proportion of work fponsors who subsequently hired enrollees o
thefr own payroll. Table 18 summarizes employer response to this

question; showing that nearly one-7ifth of the sponsors had taken on

youths (61 percent of them hired one; 39 percent hired two or more).
Another two-fifths intended to hire one of the youths in the future or

had inténdéed to, if the youth bad not 1eft on his or her own accord. It



PERCENTAGE DISTRIBUTION. OF PRIVRTE SECTOR WORK SPONSORS

BY WHETHER THEY HAD HIRED OR INTENDED TO HIRE ENTITLKMENT YOUTHS

ON THEIR OWN PAYROLL

Percent
LT . b;::::
Responses . Spensors. . . _
Yes, I id hired one or more youth 19
No, had not hired any but intended to hire? 38
No; Ei& no intentions to hire 42
Did not know 1
Total ’ 100

SOUFCE: See Table 1.

g@rts~ aEmployers could report 1ntent10rs to hire current e

tItlement employees or.intentions to hire past Entitlement employees
who left.
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appears, tierefore, that the Entitlement assignment amounted to subsi-
dized on-the-job training for some of the youths assigned to private
businesses and led to their subsequent hiring: There are fio data aboit
comparable hirings by public and nomprofit work sponsors, but it is
reasonable to ;bééuiate that few had thé budget resources to do so:

To minimize probléms of sketchy recall and to obtain a more narrowly
focused pictu-e of employer experiences with individual youths, inter=
viewers asked a battery of questions about the most recently asgigﬁéa
youths who had worked for the employar. Employers were asked to report
on u; to six youths, starting with the one or ones most ééééﬁéiy assigned
and working BéckWérd.i These guestions covered employers’ experiences
with one-half the youths ever Sééiéﬁed~£o them, 1,818 of the 5,626
youths.

As Table 19 indicates, n;arly two=."1rds of the recently assigned
enrollees were still working for tﬁeii éﬁpldyéf; éﬁ§i6§é;§ had requested
that 279 of the youths, slightly ander 12 percent. be re-assigrd -+
~another work sponsor; from the employer’s point of view, this was equiva=

"

lent to "Eiring" the youths:’ An additional one-fourth of the recently

Nearly 70 perc:nt of the 5i3 sponsors had employed six or fewer

vouths.

? s discussed in Chapter 1, Entitlement regulations authorized only
prime sponsor staff to terminate a youth’s Entitl:ment for poor perfor-

mance or attendance, aud of course;, staff took into account empliyer
dissatisfaction as marked by a request to re-assign a youth: In Home
Instances, also,/ program staff determined that a work sponsor had been
unreasonably hagsh in "firing" a ycuth .and chose to give the youth a

second. chance on another worksitc. Cva»#il, 11 percent of Entitlement
participants. lost their entitlement for unsatisiactory worksite perfor-

- N .
mance or attendatnice.



Table 19

BY EMPLOYMENT STATUS IN MAY 1980

Percent

oo mn [ - c,fl -
Employment Statu- _Youths
Employed at time of interview 64
"rired"? 11
Left employment for other reasons a3

Totatl - - - 00
Total Number of Recently Assigned Youths 1,818
Numbeér of Sponsors with Yo:ths Who LeftP 322

SOURCE: See Table 1l.
~_NOTES: Percents are based on data for as many
as six youths most recently assigned to euch sponsor.
Three hundred tw«-<nty-four sponsors employed fewer
*han six youth:c.

dWork sponsors c.: ..d ask the program to re-
assign youths who were not working out; which had the

same effect, frem the employers' perspective, as firinc

the vouths. However, onl- *he prime sponsor could ter-
minate a youth from the erititlement program.

o bi1iis includes youths who left due to
"firing" and who left for other reasons.
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assigned youths left on their own accord; for some other reascn: Of

those who left without being fired, the employers reported that they had

percent; and had been dissatisfied with the performance of 17 percent, or
77 youths. As a summary indicato-, the 286 youths that éﬁﬁiéyéEé had

either "fired" or chought "good riddance" of amounted to 16 percent of

the most recently assigned youths

w()i'li ,séa,j: - LTz

The 513 employeérs surveyed in May 1980 had all sponsored youths in

Septembsr 1979. Interviewers found that, at the time of ihe interviews,
éé percant of the éﬁ;iB?é;E still had youths working for them. An
~dditional 19 percent indicated Ehat; while they did not have any youth
tional youths. These two groups; still active or interested in resuming
work sponsorsMip, comprise an 87 percent '"retention rate" among the
surveyed éaﬁiayéié over the nine-month period, September i§?§:nay i§§6.

Only 13 percent of the employérs indicated that they were no iaﬁééf

willing to accept ybuths (or were vndecided) and had thus, in -1ifect,
quit as work sponsors. On an annualized basis, this would amount to a 17
ﬁéiééﬁé "aﬁif rate" for work sponsors. Combined with the ;éiétiVéiy ib&
particip-tion rate of firms, even at full subsidy, as estimated for
the Balt.iore and bétrdit sites in the wééé §65§i&§ variation experiment,
thié one-sixth éﬁﬁﬁéi rate of attrition in the sponsor pool accentuates
further the level of job Aeveiopméﬁi required to maihtaiﬁ a stable share
of privaﬁé séctor work sponsors in the Entitlement demonstiation. 1t is

a plausible speculation that emplover quit rates would have been higher



had business<cs beer required tc acce;: only a partial wage subsidy i-om

the u.itset of their participation.

An effort was made , applying regression analysis, to determine what

factors and perceptions appeared to affect the retention rate of work

sponsors. The variables discussed above were
site-related factor: the comparison of sponsor
which had contracted with intermediary business

sector job development and staff liaison.'

znalyzed; as well as omne

retention at those sites

groups to handle private

The retention rate anaivéig (sé2 Table 20) indicates that several

factors had such a small effect on employer retention that they mlght

have occurred by éhéhée.z ) Uﬁfértﬁﬁéteiy;

several of the"e statisti-

'\cally 1nsxgn1f1cant factors are of some pollcy interest since they are

O

connected with particular implementation strategies or with employer

perceptions of primé Spersor werformance.

emplovers had asked for, »v. .ot received,

These included whether tie

youths with particular skill

quatifications; whether the emplovers found program staff to be notably

i

percent wage sub51dy.

2

h1gher than the 87 percent unadJusted rate

In addltlon, whether the employer was at the M1s51551pp1 51te was

PN

The overall reteantion rate d1splayed in Table 20 92.8 percent, is

_This reflect§ a property of
See Appendix B for a techni-

ca1 dlscu551on S1gn1f1cance tests were méde céﬁpériﬁg retention rates
for employers w1th .a given characteristic to retention rates for Pﬂrloy-
ers_without the charac. er15t1c Where more than one comparison was

possible; _a c*vwarlson group was identified agaInst which "aTl ‘IgnIfx-

cance tests were made. For example, retention rates for firm° fmploying
youths with above average work hab1ts were compared w1th the irete-tion
rate for firms employing youths with average work habits. Tirms er plov-
ing youths ,w1th above average and below average work hat .ts remcined
w;lllng to participate at rates 51gn1f1cant1y different from the rate- for

the comparison group.
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Table 20

HECGHESSION-ADJUSTEL RETENTION RATES OF A SAMFLE OF PRIVATE SECTOR WORK SPONSORS
BY SELECTED WORK SPONSOR CHARACTERISTICS

Characteristics . . Retention Rate
Employer Ratéd Yourl Work Habits: Above Average 97.0%*
{Comparison Group) Average 91.7
Below Average 83.0**
Youth Improved Ovetr Time: Yes 93:8*
No 88.7
Youth Requirvd More Staff Time Than Expected: Yes 89.7*
No 94.1
Employer Asked for pualified Youths e -
el Revedvend: _ -Youths Meeting Qualifications 93.8
- Youths Not Meéeéting yualifications 50.9
(Comparison Group) Employer Did Not *sF for Qualifications 91:8
‘ounselors Fowmid ﬁeipéui in Some Area: Yes 93:4
No 91.5
Counselors Found Not Helpful in Some Area: Yes 93.1
No 32.8
Frequency of Counselor Contact: Once or More Per Week 88.4
Twice Per Morth 92.9
Once Per Month or Less 97.2%+
Employer Approached for subsidy Reduction: Yes 98.6*
No 91:.7
Sizé of “irm in Full-Time Fquivalen-:a2s3 -5 Eﬁbiéiééé 91:7
20 Employees 92.3
i00 Employees 94:.9
Indasery Type: Manufacturing 93:1
 Trade 92.7
77777 Service 89.9
{Comparison Group! y “thers 89.7
~Prior Expéricnce with Youth: Yes 94:1*
No 90.1
\\\ Pricr Experience with Employment and Training Programs : Yes 94.3
No 92.4
N
| Efiflover in Site U{ihg BusSinéss In-ormediaries: Yes 90:7
No 93.2
tmployer in Mississippi: Yes T3.9kk*%
No 94.5
ketention Rate for all Sitcs 92.¢
sample S:ze 493

SNURCE: Logistic regression 1 odel based on data from the May 1980 Work Sponsor
Survey.
- NCTFE. See Appencix B for rites on the rigreseion model ised. EStimates are
based n tne 42 cases for which complete data are osvailable. -The average work
spon:io. retention “ais ‘> 86.5 pe- ent bifore adjustment, and 92.8 percent after
adjustment.  Fitr-.val. : for_ rouortiong of worksites in private sector are shown in

ppend:ix B. & - .f "3 ¢ 15 mear.r.’ (Sinc ChI-SqUarée tasSts§ on regression
oefr-cients foOr Vo Er e, er v woteristic.

FGID = @ w i inrtoe aye ééfihéd as in Table 10.

perigat 1ivel.

w cert lavel.
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helpful or unhélpful: and whether the prime sponsor had enlisted the

cooveration of busini.. ine¢rmediarv groupc tc st as employer liaisons:
< factor related ‘to implementation wh- . i 1id appear to have some
-t on work sponsor rotention was the dei:ve to which a prime sponsor

depénded on work sponsors coming from the privite se-tor. Thére is some

private sector participation experienced lower levels of work sponsor
retent jon. (See Chart B-1, Appendix B.) Perhaps the relatively greater

bii.dén on staff resources required to recruit and serve private sponsors;

or the tower degree of selectivity in choosing employers -- since a large

number would be necessary for the job pool -~ may have contributéd to
lower qiiality of liaison efforts, vouth job matching, or a lower level of

interest among emplovers.

Several other factors also ‘nfluenced t - employer retention decis-
ions, all of which seem reasonsb!~. “ponsors ~ating youths’ work habits
above averapge were significantly —ouic lizxély to remain in the sponsor

pool; and those who found youths’ work habits below average were sub-

stantially more likely to quit: Sponsors who found that youths’ work
habits improved over time were much more likely to remain active than
those who did not. Those who found that supérvision took moré time ‘nan

expected had lower -etention rates. Employers who had agreed to accept

! One of those sites with a relatively high share of private sector

§i§6ﬁé6rs, Mississippl; has a particularly low adjusted participation
rate, as Table 7" reveals.. It is possible that the lower subsidy level

in Mississippi may al:- have contributed to lower retention, but this
factor cannct be stat irgt;i;cgilry;isglia;tegr from the other. factors which

distinguished the Mississippi site from the others in the survey.

Y
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a reduced subsidy were more likély than average to remain active.
Tuehisy factor thcﬂ appeared to have contributed to retention, and one
that is not so intuitively éViééﬁé; was the relatively hiéhér retention
rate for work §§6ﬁ§6f§ who saw program s:aff less than once a months It
§éé§§ piéuéibie thé& the employeérs Qith problems initiated ﬁé;é frequent
contact with program staff than did businesses that were satisfied.
;hé regression aﬁéi&éig does not reveal particularly dramatic

findings in terms of other program impleméntation strategies. Those

factors which might be hoped to have an effcc: == using intermediaries o

cignificant. The fihdihgs that are significant come down to the simpie
observation that employers with better youths :vualsi active longer.
This can be Sé;éii rescued from tautology by the observation that more
careful job matching by programe stcoffs may hel; »-ire §§6ﬁgbfs cotain a

larger pool of private sector work sponsors. Thi- ~. is .. 4 simulc
taneous strength and limitation of the private sector component in the

Entitl:ment demonstration: that some degreé of “creaaing5 in égéiéhiﬁé
§6ufhs to the private sector is ﬁfdbably E;iiéa féfﬁ Y. .7ate work
sponsor assignments are not the optimal ones for all youths:

Further &iécuséiaﬁ of private éaﬁioyer incentives to participate, the
consequences in terms of work quality and labor market dicplacement, and
more §éhéréi observations about the place of the ﬁEiVéEé sector component

in the Entitlemént demonstration are discussed in the Ffinal chapter.

' It should be noted that; apart from their being relatively satisfied

with the bargain, the rules of the subsidy reduction regulation and its
eligibility criteria make it much more likely that those who accepted
reduced subsidy would have had youths on board at the time of the survey.
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Chapter 5
TEE UTILITY OF THE PRIVATE SECTOR COMPONENT

IN ENTITLEMENT

Entitlement prime sponsors dedicated a fair degree of effort,

increasing over time, to the recruitment of private businesses. Their
ability to obtain nearly 6,000 private employers indicates their success,
but on the basis of the Bal:imore and Detroit wage subaidy experiment,

that success came from contacting many more businesses than the 6,000
that actually signed up. Cumulatively, over half the work spossors in
Entitlement were in the private sector; however, the fact that they
provided work experience for only one-fifth of th¥ youth3’ work time

invites the question whether the work experience was of comparably

resources. Additior-lly, there ie a question of displacement. Would the
factors that contributed to quality also produce work displacement since
avoiding "make-work" might involve assigning enrollees to jobs that he
employer wousld otherwise £ill with an unsubsidized worker?

Both of theze quéatiOﬁé can be explored with data from the Entitle-
ment work quality survey and from an exploratory study of the relation=
ship between displacement and work quality. The findings are presented
in the two sections that follow: Their implications for reaching an
overall judgaéﬁt on the utility of a privacé sector component, in En-

.

earlier.
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Work Quality in the Entitlement Demonstration

A previous study in the MDRT series on Entitlement implementation
has examined the quality of the wsck experience at a random sample of 520

worksités which were visited and assessed during the period; November

1978 through November 1979 (Ball, et al., 1980). Consultants and MDRC

Fteld monitors visited worksites and interviewed youths and theif super-
visors, following a étruc:ureé obSéfﬁé:?éE and Eéﬁéié guide. Over 7C
variables were coded; which were summarized into several major factors.
These factors were based upon ana_;sis of the literature on work quality

and an éEEééﬁE to define operationally the concept of "make-work:" The
factors included: whethér the work sponsor beiieved the youths’ work was
dir-:1ly related to the sponscr’s mission or business needs and whether
it enhanced the sponsor’s output; vhether the youths were kept Fusy, how
ciosely the youths interacted with supervisors and other agency staff,
the quaiiiy and content of that interaction, and the supervisor-to-youth
iitio; how the youths rated the éi;éfiénce and whether théy :hbught it
would belp them go' a job in the future; the skill content of the work:
and th> assessor’s independent éuagmént of the overall quality of the
work exseriencé. A full iis:ing of variables and major factors is
wided in Appéﬁéix c.

These factors were anslyzed for worksites grouped by Tier T and Tier
Il sites, by sumier full-time and school year part—time status; and by
sector of work spuusor. In the MDRC report on work quality, differences

between the éfdhﬁs £ wo-ksites were only reported if quality differences

on the measured factor met or axcéédéd the 5 percent statistical signi-

ficance level (less than one chance in 20 that the difference occurred
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only by chance): By this significance measure, tfa private sector did

prove dis:incéivé;frdm the other sectors on three fa‘ct*ors; First,
for;profi: sponscrs had a smailer number of youths per supervisor than
secto: worksites had a one-to-one E?u:h to supervisor Fééié; 66 percent
of for-profi. worksité€s had this low ratios And where 1S percent of
nonprofit workéi:e's had five or more youths per supervisor, only &4
‘percént of fér:pfb%if héfEé(Ees had a ratio this great (BalT, et ai:,
1980:36).

believed that the youius” work was valuable: in amount, coutribution to

output, and fn congricnce with the sponsor’s wission. Private secto
sponsors were somewhat less likely to value the youths’ work highly than

were public and nonprofit sﬁbﬁéééé (Béii; et a'., 1980: 46). This

businesses may be somewhat more critical about the value of employing
Entitlemert enrollees than thée other sectors.

A third differencé == and significantiy aifférent ationg the three
ence. On a scale which included factors such as the youths’ perceptions
that the work would help them gain job skills, a job reference, a job in
the future, and a bélief that their work was of vaiue to the employer,
youths at private sector worksites géGe theirleiperiénCE higher ratir
than youths at public or nomprofit worksitss. While there may have been
ééﬁé selection bias involved ir assigning more motivated or 565~fuéufe-

Al

oriented youths to privage sector worksftes, the youths’ perceptionqﬁaré
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consistent with the f1nd1ngs reportex in Chapter 4: that nearly one-fifth

of the prxvate work sponsors surveyed in May 1980 had hired Ent1t1ement

youths on their own payroll.

On other factors, worksites in public, nonprofit and for-prof1t

degree " When asked whether y0uths were kept busy, 88 percent of the work

sponsors, 81 percent of the youths at the works1tes and 67 percent of

the site assessors reported that the youths were busy most or a11 of tha

time, and there were no significat interiéectoiai differences among the

ratfngs ngen by any of the three observers. The frequerncy, qua11ty, and

content of superv1sor-youth ‘nteract1ons also did not slgnlficantly vary

between sectors. Further* there were no d1fferences on an aggregate

1ndex of p081t1ve JOb character1st1cs.

Slte assessors ass1gned an overall rat1ng to the qualicy of each

worksxte they v1s1ted baséd upon their own synthes1s of all the charac-

teristics théy had been asked to observe. Their overall finding was that

at 1east 87 percent of aII worksites they had v151ted were adequate good

I

or outstandxng, and unly 13 percent were of inadequate qual1ty. Assessor

ratxngs among sectors d1d not differ at the level of conf1dence reported

in the Wbtk qua11ty study, there were some d1fferences, but at a signif}-
cance level of only .25, indicating there was one chance in four that the
differences mxght be the result of samp11ng varxabxl1ty The assessor

scores ;ié distrlbuted by sector in 'Table 21 prlﬁarily to shoﬁ thé

general slm11ar1ty among them. Notxng that ary apparent d1fferences

should be regarded with cautxon" the princ1pa1 d1st1nct1on is the some-
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Table 21

PERCENTAGE DISTRIBUTION OF RATINGS OF WORKSITE QUALITY
- FOR A SAMPLE OF WORK SPONSORS
ACTIVE BETWEEN SEPTEMBER 1978 AND NOVEMBER 1979,
BY SECTOR OF WORK SPONSOR

_ Sector of Work Sponsor

Assessor

Olit st anding 18.0 12:3 ' 9.3 | ‘13.5
Good 36:5 34.1 33.8 ) 3.9
Adequate 32:8 20.2 43:0 3515
inadequate 1é.7 | 13.4 13.9 13.3

Total 100.0 100:0 100.0 ' 100.0

ﬁlimﬂbe'ir 'of T _ oo Coo . e
Worksites Assessed 189 180 151 | 520

. SOURCE: Field assessments of a random sample of 520 Entitlement worksites,
conducted as part of MDRC'S Quality of Work study. See Ball et al, 1980.

NOTES: Each worksite in the sample was assigned an overall rating of quality

according to the four categories indicated in the table. A detailed description
of the assessment methodology can be found in Appendix C and in the published final

report of the Quality of Work, study.

- Differences between the sectors are significant at the .25 level, as
measured by Chi-square test.
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smaller pr0porti6n of "adequate" worksites in the private sector: There
!

was not a distinctly smaller share of inadequate worksites in the privaté

sector.

The findings of the wotk quaiity study thus do not square thh the
expectations of many prnme sponsar staff that there “would be notable

quality differences between private and pubiic or nénprofit nbrksites.

With the \stmmier youth employment rogram in earlier years, which was
\\ P

S _
criticized in some evaluations for having a high number of iarge work-
sites in public, and nonprofit agencies wheré so many youths were assigned
: -z - v i o - Loz o P -

that it was of.en difficult to find enough productive actiVity for

éﬂéi: This problem was generaliy minimal in the Youth Entitlement

demonstration.1

Additidnally; prime sponsor staffs seem to have partaken of the

general myth in America that public agencies, Operating on b

not sales revenues, haVe less incentive to avoid "make-work" jObS. While

this is probably true to some extent’ the tightness 6f lccal budgets in-

the 19705, combined with the year-round 3ob assignments and reiatively

small numbers of youths assigned per worksite in Entitiement may have

dampened this tendency;

Work Quality and Displacement in the Private Sector

In the 1977 Youth Act, Congress impressed a dual mandate upon prime

sponsors who deveioped subsidized work experience opportunities for

!

1,, Gompare,rfor example, General Acc0unting Office, 1979, and General
_ Accounting Office, 1980.
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youths. On the one hand, it said that the jobs should be real and
me aningful; not "make-work:" ©On the other; jobs created with a subsidy

were not meant to displace® opportunities for workers who would otherwise

have Been empioyea; There should be a net creation of new 565@. Tmple-

clear policy intent; aéy pose a dilemma; if JObS created are meaningful
and not superfluous to an employer’s needs, then might the employer not

hire Someone without a subsidy to perform them'7 Is it the case that the

ﬁéké:aaéﬁé; the greater the iikelihood that the employer will displace

someone else by accepting a subsiuized youth?
The Work quality study in Entitlement nffered the possibility of

exploring whether such a relationship might have existed. To examine

this question, site asessors who visited private sector worksites

~in the summer and %;ii éé l§7§ were trained to use 5 field evaluation

j o
occurred;l Since the;assessors also assigned an overall quality rating
; . oL . o

- - - S B - - o L I
to each of these worksites; it was possible to examine any interrelation-

There is no simple answer to the question, "Would an employer

The evaluation method utilized was a modification of the field
nétaork _evaluation strategy developed by the Brookings. _Institution for

Theuprivate sector displacement estimates in this report. should be

regarded _as . preliminary. A more elaborate analysis of displacement in
public, nonprofit, and private sector worksites, using two estimation
methods, is currently being conducted by Unicon Research Corporation
underwcontract to MDRC. Results of that analysis will be available in

July 1981,
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______,jﬁiu;___se have hired someone to do the work asigned to a subsidized

youth7" One must as.ess the previous h1ring pattern of the empioyer the

employer s pattern of growth or decline, and" the empioyer s hiring plans

before any subsidy opportunity ekisted. A Joh created with a subsidy may

also be partIy a new pos1tion and partly some displacement of work for

which an employee might have been hired or a supplier contracted. Tﬁe

e — 4

categories of JOb creation and displacement and the concept of partial

dispiacement, are discussed at some length in Appendix (oF

Using the results of the displacement estimation methodology, the

degree of displacement was regressed against assessor quality ratings,

while controlling for a range of factors that included sponsor industry,

size; empioyer s perceptiOn of the advantages in sp0nsoring Entitlement

youths, and other factors. The anaiysis reveals that there is indeed a

relationship between the work quality rating and degree of aisplaeeééiés

Compared to worksites judged inadequate, worksites assessed as "adequate"

displayed 14 percent more displacement, those found "good" showed 18

percent more, and those found “6utstAﬁaiE§" showed 22 percent dore
dispiacement; Only the 1last coeff ’ent; however, was statistically

significant.

Considering the quality factors which influenced site assessor

Eept husy, the skill and training content of the joh; the degree to ﬁhich
the work sponsor valued éﬁé youth’s contrioution, and other factors —

work sponsors who did not have enough work whose work was éiﬁiié and

repetitive, and who did not think the work particuiariy 1mportant were

less likely to displace work for others. Unfortunately, these very
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characteristics are not desirable attributes of a work experiernce that is

intended to foster good work habits for youths. The work quality study

found that the youths themseives valued Lhese Rinds of experiences 1ese,

and that they perceived their jobs to be more meaningfni if they believed

the employer needed the work they were doing.

The congressional rationale prohihi!fg iimai’ce-wo’rkii is clear,

particuiarly in connection with an exemplary wotk experience for teen-

agers. The matter of dispiacement and its impacts, on the other h—gma—

appears to encompass several implicit policy judgments, some of which may

compete with each other. To the extent that dispiaeement can be accu-
rately estimated -- a subject of some dispute; given the necessity to

nnravel employers intentions in *the absence of a subsidy - poiicymakers
might attach higher priority to avoiding somé types of dispiacément over

others.

The q question to consider is, "Who is being displaced, to the extent

that it occurs?" If Entitlement participants, who are economicaily

disadvantaged simpiy get a work experience at the expense of other poor

}yOuths, the net benefit to society is problematicai although policy-

nakers might consider whether the participant s agreement to stay in

school is worth rewarding. If those displaced are disadvantaged aduits,

policymakers should balance wﬁether the social investment" in poor

youths is worth the foregone work Opportunity for disadvantaged adults,

or whether it is more important to protect adult breadwitmers. If the

dispiaoed are non-poor youths - particuiarly if they have a Broadér'

range of alternatives availabie to them - is the redistributive effect

an acceptable one? Of course; displacement and redistributive effects



are reduced to the extent that a local economy is expanding. Unfortu~-
nately; that is not the situation in many of the communities that have

high concentrations of disadvantaged youths and adults.

subsidized displacement, and to what extent is tha: inconsistent with

nrogram;purposes and ’other,b’olicies?ii Ore factor to note is that,

displacement aside, firiis sponsoring ﬁntitleiﬁent youths will probably not

get as much output from those youths as from more experienced workers or

from workers hired without a subsidy. That nart of the subsidy which

§§§§ for ' training costs, in return for the employer accepting a youth

who would not otherwise have been hired may be socially equitable. This

is the rationale behind subsidizing on-the-job training of disadvantaged

workers. Beyond that, ﬁaaéVéE; if an éaﬁiayéf benefits from full or

partial displacement policymakers might consider whether the additional

conscientious employer.

A related question potnts to a different cluster of policy conacerns.
If the firms most likely to accept subsidized Entitiement sarticisants
are young firms struggling to get established (as the wage subsidy
experiﬁéﬁt indicates) and if those firms are located in economicaily

distressed neighborhoods (as was the case with many Entitlement work

sponsors) then some subsidy reward to their enterprise might be con-
sidered an economic development investment. Of course; a completely

"free" enterprise philosophy would argue against prolonging the life of a

marginal business, and against any other form of tax or bndget snbsfdy to
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business.

The avaiiabie data do not indicate which of these displacement

<

impacts was most prominent with private sector work Sponsors tn Entitle-

ment, although there is reason to believe that all were present to some

extent. It is cﬁaf'a'c'tei-iééié of ﬁaiié'}; mandates -~ and cbﬁgréséibﬁai

policy. Nor does the simple argument of economic - efficiency - that

subsid121ng employment should add a full increment to output -- offer

that characterizes advanced economies like the United States. 4 flat

important values and competing interests.. fresumably; bétter po‘icy

would arise from a more conscious balancing of those values and in—

terests. Clearly, however, if there is a strong emphasis in youth

employment programs on avoiding make—work " part of the price of sub—

sidizing private sector work sponsors is soie degree of displacement.

Summaryaand4COnclusion.,
Substantial Benefits Tempered by Attendant Costs

From the perspective of the Entitiement operators concerned with

praviaiﬁg good gafﬁ experience for youths; there were ciéarii sévérai

benefits in recruiting private sector businesses. First, access to the

private sector facilitated the provision of work experience to all

enrollee-’ Many private businesses were located within the participants

neighborhoods, and enrollees found it easier to work the 10-15 hours per



week after school; Youths who were assigned to private empioyers also

sponsors. Furthermore, the great majority of employers were generally

satisfied with the performance of the participants assigned to theém and

"the program staff ﬁho assisted them. One-f1fth of the pr1vate businesses

subsequently hired Entitlement youths onto their own payrolls:

That the quality of private sector worksites was not f und to be

dlstinctively better than the more traditional public or nonprofit

worksites, contrary to prime sponsor expectatrons, and that there is

displacement in the private sector which increases with quality, indi-

cate, ﬁ&ﬁé;é?; that the private sector option was not an unalloyed

recruiting them. Their §§é$é1§ reduced responsiveness to smaller subsidy

levels aiso may raise some question about th ease f replicating a youth

JOb guarantee (or other youth work experienre programs) with a strong

private sector emphasis.

may be a 1ower bound estimate of business participation in Ent1tlement.

tion, had they been systematically measured would probabiy have been

Detroit experimental firms: Even presuming that these taice-up' rates
could have been as high as 25 percent, this still fleans that prime
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Aruitoxt provided by Eic:

ment resources’ to recruit pfi@été Businessesr contacting four businesses

This contrasts with procedure§}for recru1t1ng pub11c or nonprof1t spon*—0

sors who generally sponsor youths each summer, and where lining up
commitments is more a matter of sImply ask1ng those agenc1es how many

youths they have work for and can effect1vely superv1se

costs as Well wh1ch were greater for prrvate work sponsors. than for

sponsors in the other sectors ngen the smaller niimber of youths ass1gn-

ed per sponsor A rea50nable estimate about recru1tment and ongoxng

11arson efforts; with the différénces in. stfatégy and §outh assignment

1f the Ent1tlement
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pr1vate sector* the subs1dy var1at1on exper1ment fIndIngs Ind1cate that

the recruitment cost per sponsor m1ght have been doubled or quadrupled

again. Further, 1f employers who were asked to pay part of the wage

cost would not partrcrpate as long, being more read11y frustrated by

problems wrth youths or program adm1n1stratlon, then recrurtment costs

would increase even more.
fhe fact, therefore, that EntItlement _prime sponsors recruited large

numbers of pfivaté employers -~ in the face of a relat1ve1y greater

burden on staff resources and the rather small proportron of resu1t1ng

job hours ~-- is testament to the general enthusiasm which many of them

shared for maklng a 11nk to the private sector. ?art of the inducémént

for th1s level of effott on their part was the program requ1rement for

~ : . =80-
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atd the correspond1ng boundar1es on .admlnistrat1ve §téff bndgeté -3
priﬁé sponsors m1ght not have sustained their enthusiasm for an ongoing

private sector component especially if lower subsidy levels made

recruitmeunt even more d1ff1cu1t.

There were, of course; othe

. Th

greater ease of the guarantee.

greater likelihood that private employers will gaséééééﬁéiy hire youths

onto their own pairoii thls has always been a pr1nc1pa1 rationale for

brivaté ctor strategxes in manpower programm1ng It ﬁould be an
‘ B S —

e — JE

overstatement w1th youth work exper1enCe programs, hoﬁeﬁer _to charac-

ployer or even in the same occupatlon. Chang1ng JObS and ep1sod1c Iabor

force attachment are fa1r1y typ1ca1 of teenagers Entitlement does,

however, provide a prlvate sector opportunlty to a d1sadvantaged youth

who otherw1se mlght ot have found such a JOb Exper1ence in the pr1vate

sector - where a JOb may seem more real" to a youth or be perce1ved as

a good credentlal for future employment - mlght offer a pos1t1ve 1nduce-

ment to iéarnIng Job sk1lls.

The‘waée subsldy exper1ment f1nd1ngs 1nv1te one more observatlon.

vork exper1ence for dxsadvantaged teenagers, i ss than one-f1fth of

those who were proffered a full wage ub31dy agreed to part1c1pate. 6ni&

-81~
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gubsidy variation experiment should be borme in mind; of course, amnd

employers would undoubtedly face different incentives in comsidering

whether to hire a youth on the regular payroll. Nonetheless, the notable
lack of employer demand for disadvantaged Entitlement participants may

raise questions about private sector responsiveness to :hiring ‘poor and

minority youths at costs below the minimum wage; were the Fair Labor

Standards Act to be so amended:

£
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APPENDIX A
THE WAGE SUBSIDY VARIATION EXPERIMENT

The discusston in Chapter 3 of the Wage Stubsidy Variation Experiment

ra‘iim on two sources of &iiia; i‘xp”eriiii’e'ritiil job contact record cards

dﬁééiihéd Béidﬁ; ulﬁhp with the methods usod to produce regreasion

coitdact cards filled out by aex;ib'riiﬁéhtiil job aévéiaﬁéfé; These 'cii'rdé

were used to keep trick of experimental employer contacts and tc indicate

‘the number of firms fn Baltimore and Detroit that accepted the Ent it tement

’

ﬁftvr it bdbﬁ subsidy levels fnﬁib A-i éﬁbaé tﬁé number of %ifﬁﬂ con-
tacted and agrecing to participate at cach site and subsidy level. These
Flgures are used to calcilate "rawh participation rates: 1t is h6t55L§
that participation at the two sites differs, with more firmg agreeing to
pnrtiriﬁﬁté at a 100 Eéiéé;t ﬁiée subsidy 1n Baltimore than in Detroit.

Witlifn cich éité; pnrticipatioﬁ at the pnrtinl subsidy iu significnntly

The fob contact cards arc useful in identifying the overall universe
of experiméntal firms but not very uaefni in describing them: To further
dcscrlbe the firma cnntncted during the experiment and 1dent1fy factors
which infiuvncc pnrticipation, a telephone BUrvey was 66hdﬁbtéd on a

candom sample of these firms: Eight separate sampleés vere drawn to

reflpet the diffcrcnt subsidy levels and posilitive or negntiVe responses
. f :

to the program of fer at differeit sites.

Recause of the small number of lower-subsidy acceptors (lens than 50

11y



?nbic A-i

PARTIC Il‘l\i‘ION Rﬁ'l‘[. Oi' I‘RlV?\'I‘l SECTOR EMPLOYERS
IN THE Wh(:l‘ HUHSIDY Vl\RIl\'l‘ION EXPERIMENT

BY SITE AND SUBSIDY LEVEL

) o T - ._,}@Eﬁgv;—:”,i g "'“_>”m?r"' - 7
S . ) Aqtcvlnq to lnxticip;ition
Site and Subsiidy level @ Contacted . Participate — _ cooooo Rat e .
Baltimore

50% Wage Subsidy 610 KL 7. bRk wwa
100% Wage Subsidy 561 111 20, 1%
betroit

75% quc Subsidy 569 44 T Tuwwen

100% Wige Subsiidy 519 H1 15.6%
e m e o el DTUIIDIIII L RS U P G
Total 2259 284 EREANY
— e e e e e = P SO VSRR e e e Sl ie .

SOURCE : Tubulutlnn of Wige Subuldy Varidation record cards filled out by job
vvclopers in Baltimore and Detroit.

NUTha. These figures. updatc flgures rcported 1n lcldcx, Rescarch. Peqign Jnd

Iﬁilementation 3499EE§ The Wage Subsidy Variation of the Youth Entitiement P:of

ject; SRI lntcrhatzonai, 1980 Fisjures in this table reflect the oJxmlnaLion of
duplicate rccord cards nnd the resolution of all cases identified as "pcndxuq" in

_Fcider rcport. Pcndan Firms that signed worksite aqrcvmunta by Auqu.t of 1980
arc counted -here as participating., Pondlnq firms that had not signed agreements
as of thisg date ard treated as non-par'tu Ipant_ , rogardless of whother they
indicated an interest in future participation: .

a"larticipation rate” refers to the percent of the vmpiuyox % contact ed
that aqgreed to participate as work spongors,

b'l‘hc t- stutistjc ror the differenco . bvtwvcn takv up rntv~ for 50%
and 100\ .ubandy levels in Baltimore is 6.30. . The t- JLdLthlL for the diftorence
bctwoon take up rates for the 75% and 100% subsidy levels in Dotroit is 4.00,
Significance is measured by two-tailed tosty.

*#s45ignificant at the 0.1 percent loevel.
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Aruitoxt provided by Eic:

at each site), all cmployers in this growp weré fneluded 15 fhe sampie
Th( remalining strita were HZlmpl(d S0 thit (;ii(‘il would be .;i:mii;'ir in size
to the liiwii;-éiiﬁéidy acceptor strata. The Féﬁiiiiihm sample members wore
drawn ;:;lld(jmiy f rom witiiiﬁ their s:t.;iit:i at r}'i:ti'.ki ecessiey to obtatn ¢he
desired sample sfzes. In all, some 535 tirms wore fneluded In the
gample, out of which 311 iﬁibrﬂvﬁﬁ were completed, ﬁ\ph%&biifﬁl;{ a 58
percent ;l;(:;;j')(m;-w rate: iib.iim’n.i;ii rates were lower among  refusers | (46
percent) than among aceeptors (72 percent), and lower n Dotroft (52
percent) than fn kai:imara (61 pereent): The proportion of firms witiin
cich Stritum {n the iiﬁiﬁo?sc of  Job contict rocord cnrds aind fu the
survey sample H .‘;i\()wil in Tible A-2.  Table A=2 éii;() shows Hu wi"iﬁillk
which were used to cstimite the characteristics of thié population of
£1rms contacted khii"ilif, the Wup( Subsidy Variatton Exporiment. wéiéhiu

are necessiry  stince the relative glze of wich stratum of the sample

differs from the size of the same 8tratum {6 the population of employers

contact ods

The (]iii-ﬂiiiiﬁiiiliri‘ askod i;ihjiiiiyé;ﬁ Gha-iiu-r they hid agreed to i);l;t i-
cipate as work sponsors, for descriptive Informition on their firms; nnd
for the reasons for thetr jmrtiriia’:’uimi decisions Intervi ews were

tant contract to ﬁi)R(fi and took fxiiiif(iximiiibiy five iﬁiﬁiitéé to i;éi:;if)i.i;il';
The  questionnatre wili be sent to {ntérested h‘ééti?éiié;é (:m request .

Wage anﬁstdy Variation flj}xp'('ririhiimii]: data w(;?e iﬁiiwrcd at 'oniy two
Hlt(\ﬂ. If generalizatfons :("!l.'r'v’ to he iﬁiia(:' from these dﬁtii; it is 1mpoi‘~
tant to be able to dbtéi‘rﬁiéé how similar the experimental firms are to

the iinfverse of all firms in the two sites; and whether the characteria-
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Table A=2

FOI\‘. USE IN PROJECTING OUTCOMES OF THE WAGE SUBSIDY VARIATION LXI’ERIMLN'I‘ .

proportion

e ,,.-._.v__-_-:.... .

- Proportion Proportion Weight for
S in Experiment of Sample Regression
Site andVSubSidy Level (A) (B) (S)
Baltimore Observations
Agreed at 100% Subsidy 5.0 17.9 0: 280
n&fééa at 50% Subsidy 2.0 ' 11;n 0.18%
Refused at 100% Subsidy 19:9 12,0 1.653
Refused at 50% Subsidy 25.0 14.9 1.674
i
Detroit Observations .
Agreed .at 100% Subsidy 3.6 12.7 0: 2114
Agreed at 75% Subsidy . 2.0 11:.4 0.172
Refused at 100% Subsidy 19:4 10.4 1.464
Refused at 75% Subsidy 23.2 9.7 2,180
2256 308 N:A.

Total Number of Observations

SOURCE

developers in Baltimore and Detroit, and data from the Wage Subsidy Variation

. Survey.

NOTES: _

column (A) by the proportion in coiumn (B):

_Weights, column (C), are calculated by dividing the proportion in

Weights for Regression eﬁtimates were based on rhe 308 cases in the
sample in which employers were clearly participants or non-participants. A total

‘of 3ll firms were interviewed but three of these were found -to be pending. They

pressed an interest in participation.

participants or non-participants becausa of their ambiguous

WGights for frequency distributicns included

These . firms were not

for recontact and ex-
treated as either
status.

in Table A-5, wherc no

participation rates are calculated, are based on a11 311 cases in the survey sample,
with the three pending cases included in the strata from which they were originally

drawn.
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tics and behavior of the participating firms in the nample are typical of
the demonatration as a whole. The evidence available for comparison ia
lihitb&; but some informatidn can bu Bronght to bear on both aﬁeﬁiiona;

The charncteriﬁticﬁ df £irms aﬁﬁ?biéﬁeé in h;iiimore and betrbit
diring bkpériméhthi jbb déyéléﬁﬁéﬁi EQh be compared with the character-
tatics of all firms in these cities. in & rough way using data on em-

plovern in Balttmore and Detr01t from County Buslnesa Patterna. County
Business Patterna rely on FICA ‘tax data to count the number of employera

in U.S. counties by iz and sector.r There are some problems— however;

in bbﬁbaiiﬁﬁ FICA data with survey data. All hdn;ﬁUbltc employers whose

!

employees are coverad by FICA are included, so that some nonprofits are

counted in this data.) Also, FICA data are available only for the City
of ﬁaitimaré and for Wayne County Michigan, the boundaries of which are
not coterminous with the areas of experlmental 1ob development Despite

these factors, the comparlsona of the dlstrxbutxon of emplcyers by size

the Wage Subaxdy Variation Surveyl in Table A-3, show that firms ap-

proached during the experiment ar9>58?iegzrsmaiy atypical of firms paying
.‘f‘
l

Evidence of the nlmxlarlty Petween fxrms approached by experlmental

FICA in the same county.

comparxaona of the Wage Subsxdy Varlatlon survey data with data from two

other MDRC surveys at 12 demonstration sites the Muy 1980 Work Sponsor

County -Business Patterns data in Table A 3 exclude educational

institutions aince these are not treated as private sector work sponsors

in Entitlement even if they are private profit-making institutions.
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Table A-3

PERCENTAGE DISTRIBUTION OF ALL PRIVATE EMPLOYERS IN BALTIMORE AND DETROIT

THAT PAID SOCIAL SECURITY TAXES IN 1978, = .
' AND OF A SAMPLE OF THE PRIVATE EMPLOYERS IN.THOSE. CiTIES
THAT WERE CONTACTED IN THE WAGE SURSIDY VARIATION EXPERIMENT
BY NUMBER OF EMPLOYEES AND INDUSTRIAL TYPE

Percent,GIAEr;vaa}JQﬁ}Ayersf—~

o Asalg%mg;egff — Detr?itb
- Wage o . Wage
s .z Paid FICA Subsidy Paid FICA SUbSldy
Employer Characteristi¢s® | in 1978 |variation in 1978 Variation
*<;\/ ~ Rt -
Number of Employees o
0-4 41,3 27.6 47.7 .y
5= RV 314 2. 2956
10-19 14.3 1h:4 15:0 17:4
20-39 9.9 15:5 9:9 .3
50-99 305 1.8 [ 1.5
Lan-249 2.0 4.4 1.4 R
250-499 0.6 0.1 0.6 0.0
500~999 0.2 0.0 0,2 0.0
10004 0.2 1.1 0.3 0.0
Total 100 .0 100:0 10020 10050
Industrial Type: . _
Agrxculture/?orestry/
. M1n1nq/Construct10n ‘G.H 0.6 T3 7.5
Manufacturan 7.7 7.7 9.4 Hod
Transportation 4.0 3.5 1.0 0:0
Trade 1.3 H2:6 Hoa Ghi6
Finance/Insurance/Real Estate 1.3 9:3 Hi0 R
Services 1206 26.4 30.9 8.4
Miscellaneous 126 0.0 S 2.a 0.0
Totatl 1000 100 .0 100, 0 lou .0
e o - 1
SUURLE Wage bubsidy Varxation _Survey Data, and County Business Patterns
(Wayne County and Baltimore 1978) published by the Depiffﬁéﬁi of Commerce in
1980.
_ NOTES: . Percent. iy not sum to 100 due to rounding. Thé Baltimoré wage

Sdbsidy Variation dat.

data are for 151 casas.

o for 161° casas.

iihéié data exclude aduéatioﬁal 1ﬁ§t1tutiohé.

outside petroit ctty 1imits.

cNumbot of employees is the sum of tho

113

and full-time employecs.

;,‘

=90~
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ERIC

Aruitoxt provided by Eic:

Survey and the I‘)?‘) Quali ty of Work ﬁnirVi-y.i In all three surveys,
part ii'iimtlii}i i*nij)l‘iy(F;.li were asked: ;'ﬁily did you dectde to part i(‘iinit.(- in
the iii‘i)}ii‘:liﬁ?"' The responsies on the li;i:(v(- questionnal res , shown in
Ténliilé A4 fndieate a Baiﬁl(':liiy similar piattern.

It s dl§o possible to éi)i;ji:i;(- the fadist ri.'i I compos{ tion of rins

part felpit fnp i the Wage Subsidy Varfat fon experiment with that ol ot her
Eiit 1t lement work sponsors:  The iii&:trlhi:tidxi of t1irms .-i;:ri-i-iiip_ to part -

clpate In the Wage Substdy Vartatfon experiment turis ot to differ | rom

the distribut fon of act ive work sponsors by fidustry i Septoember 1979 as

measured by the 1980 Work Sponsor Survev.  Far ower minutacturiug 11 rms

(2.1 péveent) turned up I the former sample t han In the Litter (8.3
percent). When the dittereices Between these percentigos 15 toestod ulnp
a two=tafl led t-test, the resulting stat st e (6 2,74, which I slpgnlff-
cant  at  the | pereent  level: The dif ferenee may li;(li(;;lii‘ that lewer
iiiiiliii;;:i(‘fili'i; rs were willing to part i('iii;it(;/ fn the bad ceononfe condit iimi.'

of the spring of 1980 than (o the better couditionn ol .S;(-i){_uinl)i;i' 1979, or

Ent it leiiont '()t;fi-i' In the two Wape Sllimi(iv Vui‘lnthiii clties versius other

v

demonst ritt fon cit fesg

Use of the ;é(-ighim.i survey sample makes {t possible to cstimate the
i;“ﬁﬂli;t(;ﬁ.‘;iii'ﬁ of ”rgnﬁ contact od d;l;‘ii;}{ the Wage %imidy Vartat ion
Experiment . Table A=5 shows the characteriatics of these §irms on a
virfety of measures. Dita o these characterintles wore used o prodiice

repression estimates of participation. Regresston estimntes gre valuable

-

These surveys are discussed further (n Appendices B oand ¢:
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Table -4

PERCENTAGE DISTRIBUTION OF REASONS Fok FAfICITITIN o PERCEIVED AUVANTAGES U Phkcicipatioy

REPORTED BY THREE SAMPLES OF PRIVATE SECTOR WORK SPONSQRS, BY PERCENT OF SPONSORS REPOKTIN

i
G EACH REASON,AGVANTAGE

Qualityofork/ | Mylwo | L
Labor Market Survey” | Work Sporsor Survey” | MWage Subsidy Variation Survéyb
S b
- S Percent of Sponsors | Percent of Sponsors P ‘cent of Sponsors | Reporting keason

feasons fur or Ferceived Advantages of participation . Reporting Advantagéc Répbrtiné_hdﬁéétééég Reporting heason® as Most Important
Jiea. labor, no wage Cost 1.2 54.0 57.8 329
Chance to do something for disadvantaged youch 5.8 64.3 6.1 iny
Ciice €0 100k over wiskilled workers for possible 2.0 12.1 19.3 8.7
later hure
Rosiinility of expanding output temporarily f2.8 121 15.5 5.6
Cidi ety rave mobivced south willing to both 1 18.7 25 1.2
:>fﬂ"":’ did work
Mz imal pdpe rworK 440 1.2 6;6 0.0
Chate ty &mpluj ﬁyuﬁific yéuth Kiiowii £0 Ghplover 3.2 6.8 1.2 1.2
it 0,0 6:2 5.0 1.8
ot .‘v!u::ﬁfu:u.ﬂli 24 1.9 0.0 0.0
Tural Somber of FAViitages o Hedsons feported 234 017 M -
foral S of Sponsors Interviewsd 125 513 161 16l

 SORRCE: Responses of samples of private Sectot enplojers interviewed in
wds adninistered to @ sgbsef of 125 firms surveyed duri

5posor SUrvey was adninistered to a sample of 513 private sector Entitlement

theee different surveys.

The Wage Subsidy Variation Survey vas adninistered to-311 private sector enployers {1 Baltinore and Detroit who had been approached

the Wage Subsidy Variation Expetiment.

(Quality of Work Survey),

NOTES:  “Sponsors intervieved in these tws Surveys were asked what ad

agreed to be a work sponsor.

7 Experinental job development was conducted in t
Algust 1980, These surveys are further described ifi Ehis dppendix (Wage Subsidy Variat

.ngkji;éb;ré,iihitéﬁ'iéﬁé& in this survey veré diked why they had agreed to become  work sponsor,

been nost inportant in deciding,

“Percents in these colums do ot sin to 100 due to multiple responses.

he Spring of 1980 and interviews we e comducted in -
lon); pperdix B (Maj 1980 Work Sponsor Survey) and Apperdix C

nt sureps.The Qualiy of ban/tabor Weet Suiey
Ay the QuAlity of Work Survey effort in the Sumer and Fall of 1979 The Nay 1980 Work
work sponsors who had empl

oyed Entitlement youths in September 1979,

as a part of

e Conducted in

vantages to participation they had pérceived when they had originally

and then to indicate which reason haé,

.P
=y
CLn



TabIe A-5

- PERCENTAGE DISTRIBUTION OF PRIVATE SECTOR EMPLOYERS
CONTACTED FOR THE WAGE SUBSIDY -VARIATION EXPERIMENT,
BY SELECTED EMPLOYER CHARACTERISTICb

_Percent
S of Employers

Characteristics Coniﬁctgdmggf,gggm

aAge of Establishinent: -1-2 vears 13:2

: 3-10 Years 39.7

- 11-20 Years 20:2

over 20 Years 25.8

No Response 1.1

Had Prior Experience with

Youth Employees: Yes 59.3

. No 40.8

Had Prior Experience with - R

Employment and Training Programs: Yes - 15.4

No 84.6

Change in Level of Regular .

Employment over Last Year: Increase 15.5

NG Change 55.5

- Decrease 28.4

K No Respornise 0.6

Managgrﬁ§ Description of Financial )

Condition: Doing Pretty Well 29.6

D01ng OK 48.3

Not Doinq Too Well 20.1

o No Response 2.0

Managér s Descrlptlon of Profltab111ty' L

Moderately or Highiy Profitable 57.0

Barely or Not,PipflfabIe 36.3

No RESpthé 6.7

Industry Type: Manufacturlng 6.5

Non-Manufacturing 93.5

Workers Unionized: Yes 4.6

NO 95.4

Size of Fimm in Full=Time - .

Equivalencies:? : 0-4.5 Eﬁployges 32.5

-5-19.5 Enployees 47.6

20-99.5 Fiployees 14.5

100 or more Employees 4.2

o No Response 1.3

Total Sample 100.0
Sample Size 311

SOURCE: Wage Subsidy Variation Survey data.
NOTES: Sarvey responses ggrg weighted as described tn Tab1e75j{7

to estimate the-characteristics of the firms contacted by job developers
during the experiment:. Percerits may not sum to 100 due to roundlng

aFul§fttme equivalencies are measured by counting each

part -tifie empioyee as one-half cf a full-time employee. Employers with no

pald employees other than Entitlemen: workers, are treated as having zero
employees.

El{llC o 119
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ERIC

Aruitoxt provided by Eic:

a8 a0 means  of il‘.-ﬁé.i;;”ii;i;i Eil(; data while control ling for tiiffi?i‘biibi:‘é
between firms of fored different sibstdy levels.  Firms of fered different
subsidy levels in Detrolt simnid not ditffer from each other in any
Systemat fe wity; since sﬁﬁéiay léﬁéiﬁ iﬁ Detroft were ngsigncd réhabﬁiy.
i HnikiMhiv, where Qﬁﬁkidy level was assigned on the basis of gédgrnpﬁy,
systemat {c diflerences may cXist beétween the flrms of fered the two
§63§139‘ levels, The regression cstimates measure the iﬁpﬁét of the
subsidy ii.;\"r(-.j, coitrol g for those differences among firms Wh{cii’ could
be meigiired in the SUTrVeyY,

The represslon ﬁ;dvi Gsod to csiimuib participation is btbnﬁﬁtéé in
Table A=65  This madel wses i dummy variable for ﬁdftiéiﬁéfibﬁ Equhi to
one for those firms  that signcd worksite éiééééﬁvﬁfs; ieéo tor flrms
that did not, and missing for the Eﬁ;oc firms that indicatod tﬁéy were
ers. The variables In Table A6 .iré relatively’ self<explanatory. All
are dunimy virfables except for #ize of fi;ﬁ; which is measured in full-
t i oqnivuibnt émblhiéég; Fﬁii-iimc equivalencies are éétiﬁhtéd by
count fup vﬁéﬁ part=t ime worker as one-half of a full=time Wafkéé; Tﬁé
viriable fdentifying firms located In the dfiﬁlﬁﬁi Entitlement area of
Balt {more wis iﬁbiudvd to bﬁntioi}fb; the fﬁéé that participation rates
thore might differ from iiﬁiéiéli|i:ii.i<)i1 rates In otlivr drcas of the éit.y.
The model produces the adfusted participation rites reported in Chapter
3. These are compiirsd with the "raw" j)iiitl(‘ijiﬁfiéﬁ rates calculated

.

directly from job contact record cards in Table A-7.
It Ia worth noting that the difference between participatlon rates

at the % percent and 100 perecnt subsidy levels in Balt tmore in the

~94-



Table I\(- [,‘:

FICTENTL OF A REGREGS Ton Moy,
STTMATING VR IMPACT OF T SURCGTDY  LEVIL RHD MY 6 CHARACTER s
ON FARTICIPATION DURING M1 WAGE S00EDY VARTATION EXPLERINE R

Shain it

Var rablees Coetficient Panon
Manntactuiiiing e <M T

\ Sree o Batablislment oop o tall cirme Eqmivalencie: [ENATE [EINEN
Mge ot Bstabl isitiment ; 1-2 Yearn ' Y

=10 Yearns + et

11- .0 Vet t ton i

(Compat faon Group) Over MO Yoain

Uiniiiiin el 4 m - o

Prior FExporsemse with Youth g loy e f Al 1.

Friotn Expeitence witly Empdoyment aml THAL U] 1 onp| s 1.0 o4

1Lt Year:

Clhinge an Reqinlar Employment o

1 RN R EINTEE
7 . Devet ouaeiee o, .0
{(Compataon droap) Niv Ol e
Manages 5 Description of Fiidacial Comlit el ;

. Dotng Fretty well [T ; 1.0
o Novt Diaidqeg Too Well - I} ! i
(COompait i don Groug Doing oK

Manger Deescbibed Fitim e Modetataly or Highly Proty tabfod RITH d.0
Frrm Located To Oviginal altimore Entit lement Area bolog (I
Subady Lovel Of togidd b Firm: - ]
) SOW Nubniy beevol [T
I Sabaidy Laeval - R
(Compat 1uon Group) 0% Salviidy teevel
Conutant oG H
Sample fHize S
. - . .- -
Ko of the Reajresiaion AN
RN

o Cstandard BError of the Redgross o
S e Y . . P . .
DN

BOURCE:  Linear serenaion basd on data obtars Fiai e Wisge Subeidy Van bt ion

Survey.  Weaaglite disiad b e todjredinion are Shown on talide AL,

Thi fiodel i Based on the DU canes Tor whlch compdete dala ore ave Beilslee:

NOPES
Feevel |>|7

The P-lovel tor thin equation ta 1?7 which i sooquid feiil ot thee 10 et et
nrgnd brcanca: Signiticance of fndividual t'|,;|-'l]t'i"iil!£ o calvalated Wiy two g Lind %
t=tentya,

Mho comparbnon qroup En U canie v bl $ e e iladl i ERTYES I

protitable or ot protitable by thety Niditiiogest 5,

ftitgni ticant at the Y% porcont foel,
sresigmiticant at the | jegeant level

et | |
oo
b~
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Table A-7

, AT
PARTICIPATION RATES AT EACH SUBSIDY LEVEL
ESTIMATED BY JOB CONTACT RECORD CARDS AND BY REGRESS1ON

Pdrt1L~?dt10n Rates thlmatgd By
Subsidy Level | Record cards Regression
50% ' 7. Guesai . AcTaees
753 7. 74xnns 10.0%+
100% : 17.9%: 18.2%
All Subsidy Levels 12.6% 12.6%
Sample Size 2059 282

vOURLJ Tdbuldllun nl Wuqv »ub.xdy lelu!inn
prurlment record cards fxlled out by job daevelopers in
Baitimore and Detroit,; and linear regression based on
data déveloped from the Wage Subéidy variation Sﬁfﬁéy;

NOTES : without weighttnq, tho averaqe partictpation
rate estimated . by regression WOuld be 53%. ‘leights-used
in. the regreqsion are- shown- in Table A-2. The regression

model used is shown In Table A-d:

‘ Participatxon rates caloulated from record cards for
50% and 75% subsldy levels are significantly different
from the participation rate for firms offerad full sib-
sidies, where significance i8 measured using two-tailed
t-teste._ Significance. tests for participation rates.

estimated by regression are made_by comparing _participa-

tion at each’ parttai substdy teval with participatton at
the 100% subsidy level. Significance is measured using
two- tailed t- tests on the regression coefficients for the

50% and 75% subsidy levels.

***signtficant ag the 1 percent 1eve1.
sanagiqnificant at the 0.1 parcent lovel.

R
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"raw" data (12:6 percent; see Table A-=1) ié quite close to the difference
in participation at the two subsidy levels predicted by the regression
model (13.6 percent). The correspOnding differences betweer participa-
tion at the 75 percent and 100 percent subsidy devels in Detroit are even

closer, 7:9 percent and 8 2 percent respectively. This shows that random

control systenatic differences between the 75 percent and 100 percent
subsidy firms. The fégféééiaﬁ essentially averages the two 100 ﬁéfééﬁé
subsidy participation rates, while controlling fariaiffeféﬁéég between
firms at the two sites which might affect participation. This procedure

is iegitimate if the relationship between participation and the indepen-
dent variables is similar in the two sites (see bele)

Several additional variables were tested»bnﬁ\not~iiélﬁded'iﬁ:the
final model. These include a variahle identifying estabiishments as a

branch of another firm or franchise, and variabies identifying whether or

not these firms had the authority to hire youths or participate in

employment and training programs. Amother variable dropped was l=sngth
of time; in months, between the first contact with Entitlement job
developers and August 1980; the nominal end of the Entitlement demons tra=-
tion. None of these variables had much influence over participation.
Although the variable denoting the length of time for which youths were
known to be available from the Entitlement program might be expected to
have an important\inflnence on participation; some employers may not have
been told that the program would end in August 1980, and others may have

expected the program to be continued in somé form after that date. The

,Entitlement program was; in fact, extended after August 1980, so firms

-97-
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which did not expect the ;ssgzay to end turned out to be correct.
Regressions were also estimate using size classes to identify non-linear
reiationships between size of firm and participation, but this did not

show significant results.
Ordinary least squafesﬂéégféggiéﬁvﬁa;asiiy is not regarded as
appropriate for estiéaéiﬁg equations ‘with dummy dependent variables.!

Tﬁe reiationship between participation and the - independent variables
described above was also estimated using a logistic regression modei

which is more appropriate for such data. Hﬁfaréaﬁéééﬁ this model couid
paraneters. The unweighted iogistic regréssion model and a similar
tion rates which are quite similar. rﬁé F-level for the unweighted
ordinary least square mode}l, with variables identical to the weighted
model; is 2.437, which is significant at the 1 percent iéVéi of sig-

nificance. The variables explain participa‘ion bettér in the regression
without weights because the proportion of participating firms in the
sample is close to 50 percent before Géigﬁéiﬁg. Unfortunately, when
éné sample is not GEiéﬁte&; iittle can be said about participation of
the popuiation of firms actually approached by the experimental job
developers: These factors, combined with the similarity between welghted

participation rates and "raw" participation rates, indicate that the

A good discussion of the problems raised by the use of least squares
regression for binary dependent variables_ 1is_provided in Hanushek and

Jackson, Statistical Methods for Social Sciemtists, 1977, Chapter 7.
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veighted least squares model is likely to reliably describe participa=
tion. |

K remaining issue in the analysis is the extent to which it is
reasonable to pool data from Baltimore and Detroit to estimate one
participation equation. These 'cia'ta’ should not be merged if the rela=
tionship between participation and the explanatory variables differs in
the two sites. The similarity of the relationships at the two sites can
be tested using analysis of covariance téchniiﬁééai The test for the
B&ﬁéééneity of the two réiétibhsﬁiﬁé s an F-test, in which the sums of
the squared residuals from the separate regressions for each site are
compared with the sum of the squared residuals from a regression based
on all data: The three regressions must have the same explanatory
variables. The regression model shown in Table A-6 was, thevefore,
nodified so that the two dunmy variables for the two partial subsidies
vere replaced with ome dummy variable for a full subsidy. The variable
identifying firms located in the old Baltimore Entitlement area was alse
dropped.

The three regressions necessary to perform the analysis of covari-
ance are shown in Table A-8: ALl regressions are weighted, using the

weights shown in Table A=2. The F-statistic which results when the sums

of the squared residuals from the three regressions .are compared is
0.201. This F-level is not significant at normal levels of sighificance.

This means that it is statistically possible to reject the hyothesis

! The SfSéé&ﬁférﬁééaiﬁéféﬁiértékeh from Johnston, Econometric Methods,
2nd Edition, 1972, pp.192-207.°
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Table A-8
COEFFICIENTS OF THREE REGRESSION MODELS
ESTIMATING THE .MPACT OF SUBSIDY LEVEL AND EMPLOYER CHARMCTERISTICS

ON PARTICIPATION DURING THE WAGE SUBSIDY VARIATICN EXPERIMENT,

BY 5ITE
Both Sites Combined Baltimore Data Only Detroit Data Onaiy
St B Standard - Standard o Standard
e‘lulm.-.euaur.s — + | Coafficient Error Coefficient Error Coefficient Error
MARGEaCEEIRG SecTor | - 7.9 2.7 - 309 1.9 < 9.3 12.3
Size of Establishment in Full Time Lquwalencxes - 0.009 0.03 - 0.0l 0.03 - 0.1 0.1
Aje of Ectablisnment:  1-3 Y@hid + 13,700 6.8 ¢ 19,70 0.3 v o6l 16,2
3-6 Years + 83 6.3 + 6.8 16.5 4+ 5.1° 4.4
7-17 Yaars + .0 6.0 + 8.1 9.7 + 6.5 8.8
- . 1127 Years s+ 1.7 5.9 + 3.8 9.2 + 3.0 8.2
(Comparison ircup) Over 20 Ymars
Gaionized Firm _ - 9.4 10.0 - 019 i8.7 - 13.3 123
Prior ﬁ&éiiunce with Youth Employees + 8.0 4.2 + 8.1 5.6 ¢ 10020 6.1
Prior Experiance wi h Employment and Training Programs | - p.03 5.7 ¢ 78 i6.6 SR T 7.2
Chanqe J.u ﬁeqﬁlur L;;)léﬁént over I.ast ieux. . - ) o .
;f?f','f‘,‘? + 12,60 5.9 11.6 8.4 + 12,5 10.0
I : beirrase - 0.7 4.8 1.0 8.3 | - 0.3 6.5
. (Comparison iroup) No Change
Manajer's Description of Financial Cend:tion: o . oLl -
Doing Preatty well + 5.5 4.8 v 47 1.2 e s
. bot boing Too well - 11 5.6 - 1.9 9.9 - 1.4 7.2
(Compartson Group) Deing OK
;hl_u;;; De;;;iseu nm as Hoder.:t.el,' or Hz,hly - o o
Profitable . - 2.0 46 - 39 7.9 -~ 13 6.1
Full Subsidy Offered to Firm i ‘ + g.ges a1 + 14,24 6.5 Vo7 5.0
Zonatant - 21 - €6 - 0.4
sample Size 284 140 144
ii (_)E ;.he éé;reumn .082 .105 .076
Sundard Errur o{ the Reqresalon 12.% 3545 3l.6l
i o i i

SOURCE: Linear regressiof bused on data obtained from the Wage subsxdy variation Survey. Weights used in the regressions are shown in
Table A-2. "

sign.ficant a
slonificant at accented levels of aiqnificmcn. Siq‘niﬂclncl of indlvidual ooe!fichnfn is caIcﬁIatod using tvo tailed t-tests,

-*3ignificant at 10 percent- laval. )
**significant at 5 percent level. . .-

ERIC

NOTES: 'lhe mdel 18 bued on the ’84 cases far wruch cmpIete d.ata are av.\ilablu. The F lavel for the tint. equnmn m 1.61, which {a



that there are no significant differences between the participation
eiﬁétiéﬁs measured for the two sites, and that data from the two sites
can be safely pooled. A similar éﬁéiysis was conducted on thé unweighted

sample with similar results.
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APPENDIX B
SURVEY OF ACTIVE WORK SPONSORS

The data useéd in Chapter 4 are drawn primarily from the MDRC May

1980 Work s:po'h's;’o'f. S&Hé’j; This ap'p'éﬁdii: describes that survey, the
regression models used to estimate work sponsor retention, and other data
relevant to the analysis in Chébtéi 4s

The May 1980 Work Sponsor Su‘rvey was administered to a sample of
p:ivaté sector work 51363&6155 who emp’i’o'yéd Entitlement §6héﬁs in Septem—
ber 1979. The universe of such firms was fdentified through the Enti=
tlement Information System, which is MDRG's management information system
for the Entitlement Demonstratiom. It contains c’i’e"ane’d data -on the
monthly status of ati Entitlement work sponsors. |
IT sites which had more than a handful of private sector worksites. The
uﬁiverse of firms and final §a:E1;>ié sizes for the survey are aéééﬂbed;
by site, in Table B-1. Firms were sampled in four strata that were
@aée up of firms still employing Entitlement youths by January 1980 and
fii—ié not active at ciiét date in Tier I and Tier II programs. The
largest stratum contained Tier I firms active in January 1980, and 25
percent of the firms in this stratum vas sampled:; The remaining strata
were Eéﬁﬁié& at a 50 percent rate. ééﬁﬁiéé were selected randomly
within strata, except that firms interviewed in the Quality of Work

The stratification scheme described above deliberately oversampled
firms inactive as of Jandary 1980 and firms in Tier II sites, which

raised the possibility that the sampie would not accuratély represent
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' Table B-1
~ DISTRIBUTION OF PRIVATE SECTOR WORK SPONSORS
ACTIVE IN SEPTEMBER: 1979, AND INTERVIEWED IN MAY 1980,
BY SITE -

o , Number
Site Number Active Interviewed

Tier I
sassioore

Boston . . 363 11

Cincinnati 123 23
Denver 131 36
Detroit =~ 523 96
King-Snohomish 103 27
Mississippi 44> 84
Total Tier I 2,000 397

Tier II

Hillsborough 34 , 11
Morntérey 57 21
New York 125 49
Philadelphia 31 16
Syracuse 54 19

 Total Tier II | 316 . 116

Total Sample 2,3%6 513

. SOURCE: Monthly Performance Report data from
the Entitlement Information System and survey records
for the May 1980 work Sponsor Survey.
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the universe of firms from which it was selected: Weights similar to
calculated for May 1980 Work Sponor Survey datas Examination of
weighted and unweighted frequencies of employer characteristics and
behavior showed that the weights made very little différence. Some 88.2
percent of work sponsors employing Entitlement youths in September 1979
remained willing to do so in May 1980, according to the weighted data, as
opposed to 86.9 percent in the unweighted data. These weights were not
used in the analysis presented in Chapter z,'which eans that estimates
of work sponsor retention presentéd in that chapter are éﬁéﬁify conser—
vative: -

Interviews were conducted by experienced telephone interviewers
working under consultant contract to MDRC: Interviews lasted approxi-
mately 20 minutes: Copies of the questionnaire are available fo {ne
terested researchers on request.

Chapter 4 pertain to employer experiences with, and reaction to, prime
sponsor subsidy reduction plans, described in Chapter 2. The character
istics of the plans submitted by the variogs prime sponsors are described
in Tables B-2 and B=3. 1In most cases éﬁﬁiéiéfs were required to pay at
least 50 percent of Entitlement wages for any youth placed with their
firm for more than 12 months;

The fégfes‘sion model used to bféaiéé work sponsor retention in
Chapter 4 was éétimétéa uging a 16@:1;53:6 repression model, and is shown
in Table B=4. The dependent variable is a binary variable equal to

one if a work sponsor employed, or expressed a wiiﬂﬁéhééé to employ,
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Table B-2

PRGCEBURES ESTABEISHED BY TIER I PROGRAM OPERATORS
TO REDUCE THE LEVEL OF WAGE SUBSIDY FOR YOUTH ASSIGNED
TO PRIVATE SECTOR WORK SPONSOKS

Site Subsidy Reduction Procedures B

Baltimore Employer §§,§§k9§,59 geyﬁ;QQ% of wages at 6 months .if

employer rated youth as very good or. better; but_ pay—

ment is not mandatory Empioye&,oays 50% of wages at _ .

12 menths if employer rated youth as very good or better.
Boston Procedure identical to that of Baltimore:

~Tincinmati . _ . Employer is asked to pay 25% of wages at 6 months, but

payment is not. mandatory. Regardless; employer pays

50% of wages at 12 months, 75% of wages at 18 months,

and 160% of wages at 24 months:

Denver Emgibyér pays 50% of wages at 12 months and 100% of
Wéééé at 18 months.

Detroit ﬁ;ﬁio§ér pays 25% of wages at & months ané gé% of wa iges
at 12 months:

King-=Snohomish Fmployer pays 50% of wages at 12 months and 100% of
wages at 18 months.

Mississippi No subsidy reduction plan. Employer pays 25% of wages
from date of employment.

SOURCE: Subsidy reduction plans submitted to MDRC by prime Sponsors.




Table B-3

PROCEDURES. ESTABﬁiSHEﬁ BY TIBR II PROGRAM OPERATORS

TO REDUCF THE LEVEL OF WﬁGEisUBSIDY FOR YOUTH ASSIGNED

TO PRIVATE SECTOR WORK SPONSORS

Site

Alachia County
Albuquerque

Berkeley®

Dayton
Hillsborough

Monterey County

New York

Philadelphia

Steuben County

Syracuse

Employer pays 50% of wages for second half of a contracted
period based on length of time before youth graduates:

Employer pays 25% of wages at 6 months and 50% of wages at
12 months.

For. short term piacements, the employer pays 100% of wages
at_6 months if employer evaluates youth as employable._ For

long-term placements, the employer pays 25% of wages at 6 .
months, -50% of wages at 9 months, 75% of wages at 12 months;

and 100% of wages at 15 months if employer evaluates youth

No sub51dy7regggtrogiglan Employer pays 50% of wages

from date of employment:

Employer pays 50% of . wages at 12 months, 75% of wages at
18 months and 100% of wages at 24 moﬂfﬁs.

Employer pays 25% of wages at 6. months, 50% of wages at 12

months, hires youth at 18 months._. Employer pays same

percentage at 6 and 12 months of the difference between

minimum wage and regular entry-level wage.

Employer pays 50% of wages at 12 months.

Employer pays at least 55% of wages at 6 moﬁtﬁé;Wéﬁd,ﬁéito
50% deperiding on rating of youth. The ea@§”9g§aé§§§é;;§;
followed at 12 months if the employer is paying less than

50¢. Employer pays 100% of wages at 18 months:

No prIvate sector worksxtes.

No subsxdy reductron plan.

Employer pays 25% of wages at 6 months ¢:d 50% of wages at
12 months.

SOURCE:

NOTE'

subsiay reduction plans submitted to MDRC by prime Sponsors.

ff a Berkeley employer evaluates fhe youth as unaoceptable,

youth is removed from worksite.

o
o
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Table B-4

COEFFICIENTS FOR A LINEAR REGRESSION MODEL

ESTIMATING TU'Z IMPACT OF WORK SPONSOR CHARACTERISTICS, EMPLUYER LXPLRIENCES,
AND PRIME SPONSOR CHARAC?ERISTICS ON WORK SPONSOR FETENTION

i

Standard

variables < Coefficient Error
industry Type: Manufdcturing +4.6 6.8
Prade +7:2 4.8
.Service +0.07 5.0
{Comparison Group) Other Sectors
A - oo
Size of Establishment in Full-Tifie anivalcrcxes +0.01 0.01
Prior Experience with Youth! Fmployces +4.8 3.0
Prior EXperience with Emplowvwent and Tréihihq Progrims +4.1 3.7
impioyét asked for é ixflea ?bufhs and o o
Received Y(,ihs Meeting Qua11f1uat1ons +2.6 3.2
. - . Recazived Youths Not: Meeting QUalificatisns -1.7 5.2
(Compariscr Group) Employer @id not ask for Qualifications
Employer Rating of Youth Work Habits: }
Above RAverage +6.7% 3.4
- BpBalow Average ~12.0%** 4.4
(Comparison Group) Average
Youths PétfbthAﬁCE xmptoVEa Over Time +8, 3%% 3.7
Y5uths: R -1 3.2
Freduency of Counselor Contact:
Once a w§¢k or More -5.9 3.9
- _ Once_a donth or Less +8. I 4.2
(Comparxson Group) Twice a Month
Counselors Found Helpful in Some Arca s2.2 3.4
66ﬁﬁ§ziérs Foand Unhelpful in Some’ Area ~-0.002 4.1
Employer Approached for Suhsidy Reduction +10.9%+ 5:4
Empioyer in Site Using Business Intermediaries: -4:4 4.4
Ehployer in Missxss1pp1 219 Guwkw 4.7
Proportxon of Prquam erksités in Eho Prxv é §ééé6r
in September 1979: - o o
Proportion - +1.5%% 0.7 -
PEOPOY €161 Squared ~0.02%#%* 0.007
Constant 47.5
Sample Size 493
&% ot Regression Hodel .159
Standard Error of the Reqgression ‘ 31.53

SOURCT::
;

NOTES:

_ Estimates are based on: thq 493 cases for which complece data are available.

The F level forﬂﬂns equation is 4.244, which is sxgnxfxcant at the 1 percent level of

significance.
t-tosts.

‘Slgn1?1655€ at the 10 percent level /
**cjgnificant at the 5 percent level.
**#significant at the 1 percent level.

*w**5ignificant at the 0.1 percent level.
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Entitlement youths at the time of the interview. The variable was coded

zero if thé employer did not accept an Entitlement youth at the time of

the intérview and §5§ unﬁiiiiné to do 50 in the future The indépendent
variables in the model are self-explanatory: All factors, except size of
fiE;; the proportion of worksites in éhe private séctor in the local
Entitlement program and this E?dportion squared, are binary variables
codéd as one if the variable applies to a given case, and zero if it does
not. Size of firm is measured in full<:ime equivalent employees, with
two part-time employees equal to one full-time equivalent. The propor-
tibn of worksites in the private sector for €ach program was measured
using data from the Entitlement Information éyscem.

The curvilinear relationship between the proportion of program work

sponsors in the privaté séctor and the retention of thesa work sponsors

was noted in the text in Chapter 4. This relationship is identified by
the program proportion and program proportion squared variabies. in Table
ﬁ-t? ahé suggests that, over the range of private sector Bfogram emphases
obseérved in the sites that were surveyed, ﬁ;iVéEe sector work sponsor
retention rates declined as the proportion of private sector work
sponsors in the program increased. This relationship is graphed in Chare
B-1. The dots on the chart indicate the fitted values for work sponsor
retention at each site when the program proportion variables in the
 equation in iﬁhié*i;ﬁ,aré replaced by a set of dummy variables for the .
sites. Except for Mississippi and Hillsborough, these fitted values Fit
cﬁé curve rather well. Table B-5 gives the unadjdéééa values for private
sector retention at each site for comparison.

The rélationship between worksite retention and employer character~
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LIl B—1

REEATEGNSHEP BETWEEN PRIVATE SECTOR WORK SPONSOR RETENTION

AND PROPORTION OF PROGRAM WORKSITES IN THE PRIVATE SECTOR,
AS ESTIMATED BY REGRESSION

ibd%' ) . o
S , ‘ Baltimore (98.5%)

. Syracusa (96.1%) @ philadelphia (96.4%)
Boston (95: 3:)@- O ® | '

95%1 ,
King-Snohonish e - Denver (94.5%)

(93.0%) - @ New York (92.7%)

9087 4 e et M Eas /'Dét;' it (89.3%)
/6 €incinnati (88:5%) i JN\petrol -3%)

\

8o%t T R - I
' Mississippi (79:2%) @ @ Monterey (78.9%)

75% /

70% T /

T

Private: Sector: Work: Sponsor Retention' Rate

o :' oo Tl 65-7%
6584 Hillsborough ( ) @

60% * +————t——— —4- +- —s = — +
. 10 20 30 40 50 60 70 80 90
Proportion of Pi‘ogté&h Worksites in the Private Sector (%)

1

e e ——SOURECE:  TWO_ lmear regress:.ons based on data_ from the May 1980 WOrk Sponsor

Survey. One. regress:.on, shown in Table B-4, established the curve, while a

similar regression established fitted retention rates for each program.

i*if)'fﬁé: See Table B“D for unadjusted retention rates and sample sizes by
program.

: Relationship estimated by regression.

® : Fitted retention rates for individual sponsors, ignoring effects of the
[ R

scale of private sector efforts:
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Table B-5

WORK SPONSOR RETENTION BY SITE

AND FOR SITES USING INTERMEDIARIES AND OTHER STRATEGI

7 TTT——
D Numbétof
Prime Sponsor Employers. SEEEEE
Strategy and Site Interviewed | Retention Rate
intérmééiar9
Cincinnati .23 : 87.0
Denver . 36 91:.7
Hillsborough 11 90.9
Philadelphia 16 93.8
Total Intermediary 86 90.7
Other Sites
Baltimore 54 9.3
Boston. 77 . 90.9
Detroit . 96 - 79:2
King-Snohomish 27 92.6
Mississippi 84 81.0
Monterey : 21 76.2
New York 49 89.8
Syracuse : 19 89.5
Total Other Sites 323 . 87.5
Total 513 86. é

SOURCE : May 1980 Work Spcnsbr Survey data.

 NOTES: - leferences in retention rates for the

Qarxous sites are not statlstlcally significant as
measured by analysis of. variance.
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'istics was also estimated using ordinary least squarés. As noted in

The least squares specification does have the advantage, however, Of
being readily interpretable, since the least squares coefficients are the

measure of the impact of a giveh variable on the outcome being measured.
The least squares regression model using the explanatory variables shown
in Table B-4 is shown in Table B-6: GCiven the limited variance of the
dependent variable, this model explains work sponsor retention relatively

well. The least squares regression model predicts retention rates that

are generally lower than those predicted by the logistic model, sometimes
by as much as 4 to 6 ﬁéf&éﬁiage ﬁoiﬁts; except where predicted valies are
over 98 percent. _ The overall retention rate predicted by the least
squares dodsl was 87.0 péfééﬁE%_VEfsﬁé 92.8 percent predicted by the
coefficients in the least squares regreééiog had the same sign and
relative gignifiéaneé as those in the logistic fégréssidn, although one
variable == previous experience with youth employees —- is significant in
the logistic model when it was not significant in the least squares

model: Because of greater efficiency;, the logistic model was used to

prodice the fitted retention rates presented in the text. For reasons O
simplicity of presentation; the least squares models will be used in the
in Mississippi which follcws.

The analysis of the impact of intermediary organizations and the

fmpact of being a work sponsor in Mississippi calls for more than one
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Table B-6

COEFFICIENTS ‘FOR A -LOGISTIC REGRESSION MODEL

ESTIMATING THE IMPACT OF WORK SPONSOR CHARACTERISTICS, -EMPLOYER: EXPERIENCES, ’ B

AND PRIME SPONSOR CHARACTERISTICS ON WORK SPONSOR RETENTION

- | Standara
variables ——- - — — ————1Coefficient Error
Industry Type: Manufacturing ¥.431 ;668

Trade +:713 .501
.. Service : ‘ +.016 1508
{Comparison Group) Other Sectors
§izé of Fitablishment in Full-Time Equivalencies +.005 .004
Prior Experience with Youth Emplcyees +.551 .317
. Prior Experience with Enployment and TraInlnq Programs +.299 437
Emplover Asked for Quallfled Youths and - .
+.299 :346
ived Youths Not Meéﬁlnq Quallflcatlons -.115 576
{Comrariscn Group) Employer did not ask for Qualifications
trplover Rating of Youth Work Hablts.r :
Above Average +1.069 .388
- : Below Average -.822 . 381
(uohnarlson Group) Average :
Youths Ferformance Improved Over Time +.665 346
Y~uths Fequired More écaéf Tifie Than Expected -.5609 -319
Fre: auenc; of Counselst Lontact o
once a Week: or More -.534 313
Oncé a Month or Less +.973 .483
(Coﬂvarlaon Group) Twice a Month
Coursclors Found Helpful in Some Area +.270 361
Courselors Found Unhelpful in Some Area ~.050 417
Errloyer Appr oa’éhé'c:i for Subsidy Reduction +1.850 1:083
mrloyer in Site 051ng Business Intermediaries: -.341 . 506
Employer in I\ixggigsippi: ~1.811%%% .474
qu;ortlon of Program works1tes in the Private Sector
in Sertember 1979: S
Proportlon o J156%* .074
Proportion Squared -.002%* 1001
Constant : =2.007 1.930
sample Size 493
-2 x iaq Likel iticod ' N 298.97
Model Chi-Square : Bl.6€

SOURCE: Logistic regression based on data obtained from the May 1980 work Sponsor
Survey.

sNOTES:  Estimates are based on the 493 cases for whzch csmpléte data are ayallable. /

This model is used to produce adjusted retention rates shown in Table 20 and Chart R-1.

The model has, 21 degrees of freedom. Significance of individual coefficients is

calculated using Ch1-Square tests.

‘slqnlflcant at the 10 pércenc level:
**Significant at the S percent level.-

**#gignificant at the 0:1 percent level.
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regression: One could not; for example; control for the impact of the
activities undertaken by ini:’ermé'ciiariés and then conclude; using a dummy
variable for sites using intermediaries, that intermediaries had no

impact.

In order to determine the impact of intermediary organizations

on work sponsor retention, three least squares regressions were compared
- with raw data for work sponsor retention at sites of various types: The
third and final regression is shown in Table B-6 and includes all vari-
ables thought éppfopriate; The remaining two regressions are shown in
Table B-7. Model A, the first regression, controls only for émpiayef

zations produced by these regressions with the unadjusted data shows that
the relative superfority of intermediary organizations in fostering work
sponsor retention drops as more and more of their activities are con-
trolled for, but that retention rates in the sites that use intermedic

aries are never significantly different from those sites that do mnot.

< As noted in the text, Mississippi ‘was the only program that did not
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Table B-7

- - COEFFICIENTS FOR TWO LINEAR REGRESSION I MODELS =

ESTIMATING THE IMPACT OF WORK SPONSOR CHARACTERISTICS AND PRIME S.ONSOR CHARACTERISTICS
ON WORK SPONSOR RETENTION

Model A - . Model B e
SR S fostamdarT Standard
Yariables e — N Coefficient | Error Coefficient ;| _ Frrar
— - S ! i
Industry Type: wanufaccuziﬁq -0:5 ‘ 6.9 +3.4 , 6.7
Trade +5.8 5.0 | +6.0 | 4.8
Service - -1.4 5.2 | -0.7 ; 5.0
(Comparlson ¢roup) Other Secto :
. - |
o e R S [l —- v
Size of Establishment in Full Time Equivalencies +0.01 . 0.01 i +0:01 i 0.01
Prior Experience with Youth Employees -4:9 _ 3.1 [ o-s.3 300
. - : - - j :
- - - { R
Prior Exper1ence with Employment and Tralnlng Programs +4.3 3.8 | +5.1 ; 3.7
Employer asked for Quallfl§g7YOUChS and: - : - ' . ' ! )
Received Youths Meet1n9799§11f1cat1ons NA ) N§ j +3.2 | 3,2
- Received Youths Not Meeting Cualifications NA NA | -N.9 j 5.1
(Comparlsoh Group) Employer Did@ Not Ask For Qualifications ]
1
Employer Rat1ng of Youth Work Ha@lgglf o . .
Above Average NA NA T 1%% 3.4
Average NA NA -11.5%%x 4.3
(CompériEéﬁ Group) Below Average f
Youths Performance Improved Over Tife NA NA +B8.3%% 3.6
Youths Required More Staff Time Than Expectea NA NA ~6.3%% ! 3.2
N . i
S : Co !
Employer in Site Using Business Intermediaries: +0.2 4.3 -1:2 ! 3.2
- - i - -
Employer in ﬁiésiesippi; ~11:2%# 3.3 ~13.9%k#x 4:3
Proportion of Program Work$1tes in private
Sector in September 1979:
Proporticn o 0.9- é;éi, 0.8 8.6
Proportion Squared -0:01 © 0,007 ~0.01 0.007
Constant 68.0 63.2
Sample Size 503 502
R? of the Regression 1037 .133
Standard Brror of the Regression 7 33,07 31.69

SOURCE: Linear régressions based on data obtalned from the May 1980 Work spaﬁééf EﬁEGéQ.

NOTES: Models are based. on cases for which complete data-are: availsble. Sample s1;g§79hange when variables
with_ ‘missing observations-are added to the-regressions: The F lével for Model A is 1.88 which is significant at

the 5 percent level of significance. The F level for Model B is 4.44 which is signifiééﬁf at the 1 percent lcvel

of 51gn1ficance. Sign1f1cance of individual coefficients is calculated using two tailed t-tests.

_*Significant at the 10 percent level.

**Significant at the 5 percent level.

***Significant at the 1 percent lével.

***tSignificant at the 0.1 percent level.
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Table B-8

UNADTUSTED AND ADJUSTED DIFFERENCES BETWEEN PROGRAMS IN PRIVATE SECTOR
WORK SPONSOR RETENTION, BY SITE GROUPS

leferences in Fetentton Rates from Other Sltes

Unadjusted Differences in Preé1cte__b¥_Three_Regress1on Nodels:b

Retention Rate from

Site Groip" Other Sites |  ¥odel & ModelB | Model ¢
Internediaries 432 Hi2 -1:2 1.4
Hississippi 6.5 SRR 1394 g5

- SQUReE: Data Was obtalned From the May 1980 otk Sponsor Survey. Unadlusted differences were
caicuiated frcm data on Table B-3. Adjusted differences were obtained frop linedr reqression models pased
on May 1980, Work Sponsor Survey data.

NéTES Sample sizes for each group are prov1ded ifi Tablé B~ 5 Sample sizes for reqressxon estImates
are, reduced by the presence of missing values in the three regression models.

Sltes using 1ntermed1arzes are CInc1nnat1 Denver, Hlllsborough and Philadelphia.. Retentxon
ratds for this i qroup and Mississippi are compared with the avi rage retention rate for all other sIfes:

Mot WodeL B e Wl & 35 6 GF Tble-b. ok ¢ i the regression odel shown
in Table 87,

Slgnlflcance of dIfferences between unadJusted retentlon rates for the two qroups and the

remalning sites were measured by F-test using analysis of variance, The s:gntflcance of the reqression
coefficients for M1351051pp1 and §ites using intermediaries produced by Modsis A through C are measured

using two tailed t-teste,

**SlgnifiCéht at the 5 percent levet;

*trtSignificant at the 0.1 percent level, °



offer a 100 percent wage subsidy to private sector sponsors. Th1s

other sites, contribute to Mississippi's low retertion rate.

A variéty of adiitional variables were considered for these models
bit were nof included: Some such as program tier, indices of satisface
tion with individual youths, percent of the six most recently employed
youths fired, and nﬁnher of 5;i65£é sector work sponsors at a ﬁE&gEéﬁ
site, did not have significant and independent influences on retention.
Others: such as lemgth of participation a5 a work sponsor, requests for

replacement youths and receipt of replacement youths, were not indepen-

dent of the outcome variable. These 1atter variables measure the wiii-

ingness of work sponsors to continue participation, and it is thecefore

retent ion. The variable identifying firms approached for subsidy reduc-
tion is also not independent of the dependent variable, since firms had
to be active work sponsors to be approached for subsidy reduction. This
variable idéﬁtifiéé the Biéh retention ratés among firms so approachea;
Its inclnsion did not significantly alter the pattern of relationships

. of better désc-fbing the snrﬁéy sanple.
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APPENDIX €
THE WORK QUALITY-DISPLACEMENT RELATIONSHIP
Data used "in Chapter 5 are drawn priﬁariiy from MDRC’s Quality of

Work Surveys; These surveys were used as the basis of Ball, et al, The

methoos and analysis strategies of that study will be summarized in this
appendix as they apply to the data presented in this study- This appen~~
dix also summarizes data on dISplacement gathered in two labor Market
Surveys administered to private sector firms as a part of two waves of
the Quality of Work Surveys, and describes the methods used to estimate
the reiationship between iuaiity of work and displacement:

Data for the Quality of Work Study were gathered in five survey
waves over the period between September 1978 and November 1979. The
first three survey ‘waves were conducted in Tier I sites only, dﬁriné the
1978-1979 school year. The two final survey waves were conducted in the
summer and fall of 1979 in all Tier I sites and eight Tier II sites.
Private sector observations were made in the five Tier II sites with
signifieant numbers of private sector work sponsors;1 The Entitiement
Ihformation System was used to identify the universe of firms to be
sampied; Data on displacement were gathered for private sector worksites
in the last two survey waves. The survey samples in these two waves were
drawn so that sufficient numbers of Tier II sites would be available for
comparison with Tier I sites.

1
<

% Thése are the same sites surveyed in the May 1980 Work Sponsor
Survey.
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in the five samples; any firm assessed in a previous survey wave was

replaced by another sample observation. Work sponsors were assessed

only if they actively employed Entitlement youths at the time of Survey.

observations were in the private sector and included Labor Market ques-
tionnaires.

Site observations were made by fleld assessors who prepared semi-
structured narrative reports on each worksite. The assessors were either
MDRC field staff out-stationed to the sites with responsibilities for.
mbﬁitoriﬁg 6ﬁéfétibné and gathering research 'déta5 centrally-based MDRC

efforts on Entitlement. In order to gather information on a set range of
topics, the assessors followed a survey instriment which specified that
they speak to the Sﬁpéﬁiébfé of youths and the youths themselves and try

to observe the work being done by the program youths: Assessors were
encouraged to be discursive, but overall the Eopiéé covered in the
reports were organized inte five major categories. The factors included
ih edach of the five catégoriéé and the field éééééédrg* rating scale are

summarized in Table C-1. Each worksite report included a summary narra-
tive and/ numerical rating of the overall quality of the worksite based on
the ééééEébr;é observations. For quantitative analysis, the data in the
narrative assessment reports wére,fdrﬁaiiy contentranalyzed by a team of

study. The end result of this analysis was a worksite quality rating of
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Table -1
ORGANIZATION OF THE QUALITY OF WORK FIELD INSTRUMENT
BY MAJOR WORK QUALITY FACTORS AND SUB-FACTORS
ASSESSED BY FIELD ASSOCIATES

Geperal Descriptive Information

Type of work site; tier; full-time or part-time; sector of sponsor;

number of youth assigned; normai ﬁarticipant-to;EuperviSOf ratio;

number of separate jobs acsessed.

Work Content

Task description; amount of -training required; what tools used;:
physical or mental skills required:; task variety; whether task

responsibilities increase over time.

Worksite Organization N
Orientation of work sponsor to supervision requirements; timecard
procedures; attendance and performance standards; role of program

counselors; grievance procedures; orientation of youth to attendance

and pérfbtﬁahéé”standards;ftiméCSrd,pibééaﬁres; supervisor judgement

on Whéthéirappxop;iate number of youtbtgssigned;WsupérViébi;,ﬁédEﬁ;

assessor judgements or whether youth busy most of the time; are youth
judged by same general standards as regular ‘employees;_do. youth
interact freguently with regular staff; do youth understand duties;

‘are youth expected to compiate tasks within specified period of time.

Supervisor tenure with agency; supervisor experienceé performing youth's

assigned tasks; supervisor experience with training; supervisor ex-
perience with other manpower programs; supervisor experience counseling
youth; proximity of supervisor Eéryouth;ffréQUéhcy,bf,iﬁ?éfactions with
youth; content of interactions with youth; youth perceptions of super-
visor helpfulness and accessibility; assessor judgement about quality

of youth-supervisor interaction.

Youth Perception of Value of Assignment

biériébﬁhrget type of 5bb,ie§§é§§éa;rare youth sétisf%ggﬁgiiﬁiéééignment;
do youth believe assignment is useful in terms of learning, obtaining
work history, getting future job; do youth feel work is of value to

agency, to community.

Value of Work to Sponsoring Agency

Does sponsor believe participants' work is consistent with agency
mission; that youth are producing valuableé output; that agency

effectiveness is increased by participants' work.

Summary Comments. and Assessor's Rating of Worksite

Ratings: inadequate, adéquate, good; outstanding

qg;dlis.



inadequate; adequate; good; or outstanding.

Estimation of the relationship between displacement and the quality
First, an estimate of the extent of displacement in each private sector
worksite was developed. Second, a regression model was estimated to
explain variations in displacement among the worksites. One of the
- factors explaining variations in displacement is the quality of the |
f&orksite, as judged by the field staff who assessed the worksites. The
o steps are described here.

Estimation of displacement is in itself a complex task, and one
which 1is ihé subject of much debate:! Displacement in Entitlement can
be defined as the difference between the number of persons employed in
unsubsidized jobs in an Entitlement area and the number of such persons

who would have been employed in the absence of the program. Since the
latter fiéufé is not observable, some means must be developed to estimate
it. Unicon Research éorpbraiidﬁ is currently conducting a large-scale
field evaluation and econometric study of dispiacémént in four Entitle-
ment programs. This study, which will use the two methodologies cur-
rently used to measure displacement; should provide definitive estimates
of the displacement rates assocated with Entitlement in the public,
pri;été and nonprofit sectors.

To gather data on displacement in the private sector for this study,

! For a summary of 'the pros and cons of the various methods used to
estimate displacement, see M. Borus and D. Hamermesh, in Job Creation
Through Public Service Employment, 1978.

. F
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creation and displacement deveioped by the Brookings Institution (see
Nathan, et al., 1978). This typology recognizes that the employment
of a subsidized person may result in either &isplacement or job c'eation,
and that these events éan occur in a number of ways. A survey instrument
was designed to ascertain the extent of both displacement and job crez-

tion according to the following:

1. A youth who is employed by a firm prior to the Entitlement
program is shifted to YIEPP funding after entering the program,

2. & firm replaces a terminated employieAﬁiéit or fired) with a

YIEPP youth rather than an unsubsidized person.

3. A firm hires a YIEPP youth to do_ work that it previousiy had
done for it by another firm. (Note that the displacement in

this case occurs at the other firm);

4. A firm whose business is expanding hires YIEPP youths rathér than

unsubsidized persons to fill the ney positions.

Types of Job Creation
1. The availability of the §lE§P youths makes it feasible for a firm

to offer a new service or product.

2. The availability of the YIFPP youths makes it feasibie to increase

existing services or production levels.

It should be noted that the last three categories attempt Lo make
the difficult distinction between work that would have been done even if
there were no Entitlement youths (displacement), and work that was made
possibie by the availability of subsidized youths.

The questionnaire used in the two Labor Market survey vaves included
questions designed to measure the displacement or job creation associated
with each type of behavioy identi fied above. Data describing the firm
and identifying the réasohs for employer participation were also obtained.

Only one firm reported displacement of the first type listed above.
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One hundred three, or 83:! percent of the firms, indicated that subsi=

dized youths did tasks previously done by regular employees: These
responses indicate the possibility of displacement, but do not measure
it. Displacement was measured in the survey instrument by asking employ-

ers to identify the number of ‘work hours which regular employees saved as

work done by Entitlement workers which would have been done in their
absence. Labor time was measyred in hours, so that displacemeat was

measured as the ratio of the number of hours not worked by regular

employees or contractors as the result of the presences of subsidized
workers, divided by the number of hours worked by the subsidized workers.
According to this &éfiﬁicibﬁ; displacement occurs at a rate of 25 percent
when a regular employee works five fewer hours per week because & subsi-
dized worker is hired to work 20 hours per week, Viewed from the éﬁﬁaé
site perspective, 75 §érceﬁt of the time spent by the subsidized worker
represents work created by the subsidy. . Although it is theoretically
‘possible for displacement to take place at rates higher than 100 percent,

as in the case where subsidized youths complete work normally donme more

slowly by regular employees, 100 percent is treated as the uppe‘ bound
for displacement in this analysis. At this rate subsidized labor is
substituted for regular 1abor on a one=for=one basis. °

Unfortunately for the purposes of the data analysis, over half of
the firms questioned p{bvided:information which produced multiple esti-
mates of éisﬁiaééﬁéﬁt.ﬁ This occurred when employers allocated more than
100 percent of their Entitlement worker’s time to the six categories of

labor market behavior described above, and interviewers did not recognize
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these responses as Cbﬁt?ééictpiy. Displaiement values could be assigned
to iii of the firms after é.&ééaiiéé analysis of survey responses was
conducted and a set of decision rules established for dealing with
mitiple estimates. These rulés, along with the set of survey questions
used to determine the extent of diéﬁigééﬁéﬁﬁ; are available to interested
researchers on request. :

The distribution of displacement rates assigned to firms is shown i
Table C-2. The average displacement rate summarizes the behavior of the

111 firms in the sample for which displacement rates could be assigned:
A displacement rate for private sector worksites in the Entitlemest
demonstration ab = whole can be calculated if displacement rates are

iééiéne§ to individual youths. This étbgréﬁ rate of displacement depends
not only on the displacement rates of individual firms; but the number of
youths hired at each displacement rate. If firms with high displacement
rates employ more subsidized labor than firms with low displacement
rates, one would expect the 6Véréii ﬁfogféé rate of &iéﬁiéééméné to be
higher than the average displacement rate for participating £irms.

As ran be seen in Table C-2 the average of displacement rates
assigne¢ to individual firms is 47.4 percent. The median displacement
rate is 50.0 ‘percent: The overall program private sector displacement
rate, the average of the displacement rates for individual youths, is
49.9 percent. ‘The first average 1;51iag that private. sector firms in the
sample Eéﬁéifé&tﬁ%ﬁ éﬁéfﬁée, savings of 47 hours of regular labor time
for every 100 h;§rs of labor they employed through Entitlement. Looking
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Table c-2

DISTRIBUTION OF PRIVATE SECTOR WORK SPONSORS AND INDIVIDUAL ENTITLEMENT YOUTHS

BY DISPLACEMENT RATE ASSOCIATED WITH EACH SPONSOR OR YOUTH

e _ Work époné'oré Yéufzhé
Displacement e —— - L — . -
- Rate., : Number Percent Number .|  Percent
o8 16  id.ds 31 12.7%
13-10% 1. 0.9% 1 0.4%
- 11%-20% | 6 5.4% 12 4.9%
“318=30% 19 T 17:1a 32 13.1%
31%40% - 7 6.3% 12 4.9%
41%-50% 19 17.1a a8 9.6
513-608 : 6 5.4 16 6.5t
618=708 9  8.1% . 40 10 16
71%5-80% 1o 9.0% 20 8.2
8is-o0% . 1 0.8 1| o
913-100% 17 .38 | 32 13.1s
Total: 111 100.0% 245 100:0%
g .
Average Rate _ 47.43 - 49. 9
Standard Error | = c s - 1.9%
SOURCE: Quality of wWork Labor Market Surveys.
NOTES : .ée:rcerii:'s may not sum to 100 éué to rbﬁﬁéiﬁé;
'rhe dxspiace‘ment rates ass1gned to 1r;d1v1dual youths_g;efthe -

dxsplacement rates ass:.gned to the work sponsors where the youths are employed.
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regular private sector employees nearly 50 hours of works \
Assuming that the deécision rules used to produce displacement
estimates always produce correct resuits, and that employers were accu-
rate in théir estimates of labor time saved by Entitlémen’t 'wo'éiegfé,— 'the
percentage ﬁaiﬁté and the estimate for youths is accurate to‘plus or
minus 4 percent; In vt:act,— the results presented here are proBaSly
less precise than this. Because of small sample sizes and the necessity
of - intérpretin§ a laréé numher of empioyér responseS, thesé results

Entitlement program at private sector worksités. The report on the

Unicon Research Corporation s displacement stLdy should provide more

reliable estimates;

tory factors; This is essential since it is important to-avoid attribut-
ing to worksite quality a relationship with displacement that may really
b~ due to other factors. Idealiig this model would include the various
characteristics of each firm; such as its size, financlal coﬁ&ition,
recent chanées in output or sales, the skill mix of the work . force and
the degree to which workers of différeﬁt skills can be substituted for
each other. Unfortunately, oniy a few of these characteiistics could be
measured in a short interview:. In aaaitioﬁ; pragraa:feiateé £ :ééé may

affect displacement. ?Or,example; some program& may monitor the firms

more closely than others, discouraging dispiacement;. There may also he
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more displacement during the school year than in the summer. Firms may
find it easier to substitute Entitlement youths for part-time workers

rather than for full-time ones. 1In addition, youths may bé used for
special projects in the summer; ones that otherwise might not have been

done, and 1ittle or no displacement would ééguif; On the other hand, the
greater the number of Entitlement youths at a worksite relative to the
_number of regular émpioyéés, the more likely it is that the youths are
engaged in productive activities;, and thus are displacing regular em-
ployeess |

Aﬁééﬁéf_ potentially impo%ﬁant influence on dispiacemEﬁ£ is the
attitude of the firﬁ.tbﬂéréé the Entitlement program. Each employer was

asked to recall what factors he/she perceived as advantages to partici-

ﬁétiﬁé as an Entitlement work sponsdf; The volunteered responses are
shown in Table €-3; which shows the least squares regression model used
to predict displacement. Responses in the first five employer motiva-

tions are ékpéctéd‘tb be associated with higher levels of displacement.
A response in category six is expected to be associated with less dis-
placement, and a response in the last category could polnt in either
direction: The other variables in the .model are:

1. A dummy variable distinguishing Tier I from Tier II worksites;
to account for possible differences in prime sponsor monitoring,

which could be more thorough at the smaller Tier IT sites.
2. A dummy variable distinguishing full-time; summer from part-time,
school-year worksites.
3. Dummy variables reflecting the major industrial classification
(manufacturing; wholesale and retail trade, services) of the
firm. :

4. The size of the firm, measured by,the number of full-time;

regular employees.
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Table c-3

COEFFICIENTS FOR A REGRESSION MODEL

ESTIMATING THE -IMPACT OF WORKSITE QUALITY, EMPLOYER CHARACTPRISTICS,

AND EMPLOYER MOTIVATIONS ON DISPLACEMENT

o e Standard
Variables ] Coefficient Error
Worksiteé Quality:  Adequate - +13.6 11:5
Good +18.1 11.2
- _Outstanding +22.0* 12.5
(Com arison Gro )Inaaequate
Encxtiemént Workers Available For: - o o
. - Full Time Work (Summer) =17.1%* 6.7
: (Compar1son Group)Part Time Work (Fall) .
Tier 1 WOrks1te N + 5;5 é;é
Number of Employ . ' + 0:02 0.02
Ratio of Reqular Employees to Entitlement
Employees - 1.7 2.6
inaustry TVpe: Mgnggacturlng +9.9 % 15.9
Trade -7.4 11:2
___ Services - 9.1 11.7
(Comparison Group)All Others ’
Employer Motivations:
A Chance to Hire a Specific Qéﬁtﬁ Known o -
to the Firm +14.2 17.0
A Chance to Hire a Motivated_ Youth -11.2 11.4
A chance to Look Over Unskilled Workers + 3.9 7.4
A Chance to Hire Cheap Labor, No Wage R _
Cost - 2.0 7.6
A Minimum of -Paperwork is Required- : +36.7%% 14.4
A chance to do ﬁometh1ng for Unemployed L o
_ -Youth - - 9.4 7.2«
& Chance to Expand Outpuf Té'péfafily + 7.5 9.4
ﬁonsfaﬂf i 49.0
Sample Size L B 105
IR — - —
R” of the Regression ’ s o .208
Standard Error of the Regression I

SOURCE: Linear Regression base d on data obtained from the Labor Market Survey
of the Qualltynof Work Study.
- NOTES: = The model is based on 105 cases for which complete data are available.
The F level of this re egre sian is 1:346. )
The significance of individual coefficlents is measured using two-
tailed t-tests:

**Significant at the 5 percent level.
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5. The ratio of zmué;éﬁ: 9éééﬁé Eé iégaia; éaﬁiayéég;

SOTS.

Displacement is measured at the level of the firm in this analysis.

The major finding is that higher worksite quality is associated with

greater displacement. The estimated coefficients imply that, on average,

displacement in outstanding worksites will be 22 percentage points higher

than in inadequate worksites. Although the differences between displace-

ment at inadequate worksites and worksites at intermediate quality levels

are not significant" it appears that the biggest increase in displacement

with further increases in quality ass ociated with smaller increments in

dispiacement; )

The amy vériablés; those which can only take the value 0 or 1,

a particular state, or not. For example, full-time ﬁorksites have 17

percentage points less displacement on average; than part-time work—

sites. This highiy significant finding confirms the hypothesis set forth

above that it is easier for firms to substitute Entitlement youths for

regular employees when the youths are émpioyéd part-time during the

school year;1 The other factor that is significantly related to dis-

placement is the firms’ perception that an advantage of Entitlement is

its minimal paperwork. These firms were much more likely to d‘splace

points); Only &4 percent of the firms in this sample perceived minimal

)

;"” Entitlement youths work an average of abaut 15 hcurs of work per

week during the school year. See Diaz et al., 1580.
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papefﬁorﬁ as an adva'ritagéf1 but those firms which Were conscioUs of the

relative paperwork burdens of hiring yOuths on their own payrolls appeared

quite likely to substitute Entitlemevt workers for regular employees.

The other variables do not exhibit statistically significant assoc1ations

wi*h displacement.

The relationships described in Table C-3 were also estimated using

two alternative specifications* The first variation involves a iodel

ident1cal to that shown’ in Table C-3 except that worksite quallty rating

was treated as a continuous variable. This model assumes that the change

in displacement ass0ciated with moving from one worksite quaiity rating

to the next is the same no matter where one starts on the scale. This

model prég._i'c:éa that increasing vdrksite ﬁuaiifi from any quality rating

to the next is associated with a6 percentage point increase in dispiace-

ment. The coefficient for the worksite quality variabie was significant

_at the 10 percent level of significafice. The other c éééfficients in the

model were similar in magnitude— sign and significance to those shown in

Table C:d; Li’ce the dependent variable in these models - displacement

-- can vary Only from. 0 percent to 100 percent, linear regression is not

str1ctly appropriate. Therefore, an estimate of the model just described

was made using a logit transformation. This produced similar, but less

reliable, results:

See Table A—3 for a frequenCy distribution of firms mentioning each

advantage in the Quality of Work Labor Market Surveys.
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