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PREFACE

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

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

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

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



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

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

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

significant aspect of the demonstration.

Throughout this demonstration MDRC has been gratified by the

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

Judith M. Gueron
President




EXECUTIVE SUMMARY

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

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

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

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

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

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

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

of the control group mean) in the second year,

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

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

could be expected to pay for itself.

Program Context

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

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

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

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

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




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

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

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

activities administered through the state's JTPA system.

Research Design and Data Sources

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

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

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

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

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

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

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

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

istics of research sample members.

Characteristics of the Full Research Sample

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

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

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

single mothers,

Nevertheless, same factors suggested more favorable job prospects.

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




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

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

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

The Need to Use Subsamples in the Analysis

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

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

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

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

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

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

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




subsample of 994 individuals randomly assigned frcm October 1984 through

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

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

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

proportion of disadvantaged individuals.

Findings on Program Implementation

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

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

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

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

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

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

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

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

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

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

mentals participated in at least one WIN or JTPA activity,

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

-
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or JTPA activities within 12 months of randecx assignment,

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

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

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

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

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

per person, The experimental-control (or net) difference in
program costs was $860.
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The OJT program spent $348 per experimental ($853 per OJT employee) in
wage subsidies to employers. OJT administrative costs weie $500 per experi-
mental ($1,226 per OJT employee). An additional $794 per experimental was
expended for administration of job search, work experience, and training
activities, as well as for general WIN and JTPA administrative costs.

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

OJT wage subsidies and OJT administration ($847).

Findings on Program Impacts

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

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

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

assigned from October 1984 to September 1985.

Short-term Impacts

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

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

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

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

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

NOTES:

not employed and for sample members not receiving AFDC.

discrepancies In sums and Jirterences dve tc rounding.

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

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

experiment
indical

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

Statistical si

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

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

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

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

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

These differences were all statistically significant.

Longer-t>rm Impacts

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

ence was not statistically significant and both groups averaged 1.7
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quarters of employment during this period. (See Table 2.) A statistically
significant employment gain for experimentals in the fifth quarter was
followed by two quarters in which controls actually hid slightly higher
rates of employment, although the differences were not statistically
significant.
o During quarters five through seven, experimentals averaged
$468 more in earnings than controls. This is a statistically
significant increase of nearly 15 percent.
During quarters five through seven, experimentals averaged $3,627 in
earnings, while controls averaged $3,159. (See Table 2 and Figure 1l.)
Quarterly averages for both groups showed a generally upward trend,

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

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

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

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

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

Levels of AFDC receipt continued to drop for both experimentals and

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

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

tistically significant in the sixth quarter. Overall, experimentals




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

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

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

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

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

significant $38 in quarter eight.

Pindings from the Benefit-Cost Analysis

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

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

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

tion. This longer-range view is necessary because most costs are incurred
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early, when participants are still active in the program, whereas benefits

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

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

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

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

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

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

Component of Analysis and Perspective Estimate

Welfare Recipients

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

Government Budgets

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

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

0 Over a five-year period, enrollees 1in the OJT program are
likely to benefit by 