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EXECUTIVE SUMMARY

The Maryland Unemployment Insurance (Ul) Work Search Demondtration was designed to
examine the effectiveness of dternative work search policiesin the Ul program. In Maryland, to be
eligible to receive Ul benefits at the time of the demongtration, claimants were required to search for
work and to report two employer contacts made per week on their continued clamsform. There was
no review or verification of the reported contacts with employers, and no specific job search assstance
services were offered as part of the work search policy. Thisrdatively streamlined work search policy
issmilar to that used in other states at the time, dthough the specific number of employer contacts
required and the extent to which they review reported contacts varied across states, and very few
offered specific re-employment services as part of their genera work search policy. Today, however,
legidation mandates that intendve services are provided to targeted or profiled clamants.

To provide much-needed information on the relative effectiveness of aternative work search
policies, the Maryland Ul Work Search Demongtration tested four aternative packages, or treatments,
of work search and re-employment services: (1) increased work search requirements by requiring
clamantsto make atota of four employer contacts per week; (2) modified the policy by not requiring
clamants to document the two specific employers contacted, but continued the requirement of two
contacts per week; (3) supplemented the norma work search requirements with a requirement that
clamants attend a 4-day job search workshop early in their unemployment spell; and (4) continued the
norma work search requirements of two contacts per week but informed claimants that their contacts
would be verified. In addition, the demongtration included two control groups to test the Hawthorne
effect, with both control groups required to follow the normal requirements of two employer contacts
per week (with no verification and no specific re-employment services offered), but one of the groups
was informed that they were part of a demondration project and that their administrative records would
be included in the evauation of the study. To ensure reliable evauation results, the demondration
project was implemented using a classica experimenta design, with random assgnment of new
clamants to one of the Six groups.

The work search demondiration project was implemented in six Ul offices, selected to ensure
geographica and local labor market representation, and o that the results could be generdized to the
date asawhole. The demondtration project began in January 1994, and over 27,000 new clamants
were randomly assigned to one of the trestment or control groups during the one-year enrollment
period. The evauation was designed to examine the impacts of the demondtration on key Ul outcome
measures (e.g., weeks and dollars of Ul benefit payments) and employment measures (e.g., whether
employed, earnings) to be measured using adminisirative data sources.

The reaultsindicate that work search policies and re-employment services have important
consequences for the Ul Trust Fund that are widespread across various claimant sub-groups. First, we
find that relative to the norma work search policy, increasing the number of required employer contacts
from two to four reduces Ul payments per claimant on average by 0.7 weeks and $116. These
esimated impects are datistically sgnificant and subgtantively important. Evauated a the mean of the



control group, this corresponds to approximately a 5.9 percent reduction in number of weeks of Ul
payments received and asmilar reduction in tota Ul benefits received. Thus, increasing the number of
required work search contacts from two to four is an effective gpproach to reducing Ul payments.

We ds0 find that the work search treatment of requiring clamants to make the normd two
employer contacts per week, but informing them that the contacts will be verified, has satigticaly
ggnificant and smilar impacts on the Ul Trust Fund. Specificaly, relative to the norma work search
policy, the employer contact verification treatment reduces Ul payments by 0.9 weeks and $113.
Evaluated at the mean vaues for the control group, this corresponds to about a 7.5 percent reduction in
weeks of Ul payments and 5.4 percent reduction in total Ul benefit payments. About ten percent of
clams were subject to verification. Given the Sze of the declinein Ul receipt associated with this
trestment, a verification rate of ten percent appears to be sufficient for sgnificantly affecting Ul
behavior. We dso find that the impacts of both trestments occur early, during the initia spell of
unemployment. Taken together, these resultsindicate that either increasing the number of required
employer contacts or verification of employer contacts are effective gpproaches to reducing Ul outlays.

In contrast, we find that the gpproach of informing claimants that they must search for work but that
they do not have to report their work search contacts each week to continue receiving Ul payments
does not affect Ul payments. Our results indicate that, relative to the normal work search palicy, this
“honor system” treatment increases weeks of Ul payments by 0.4 and tota Ul benefit payments by
$34, but only the number of weeks of Ul receipt is atigticaly significantly different from zero.

Our findings concerning re-employment servicesindicate that requiring clamants to attend ajob
search workshop early in their re-employment spell is dso an effective gpproach to reducing Ul
outlays. Specificdly, rdative to the norma Ul work search policy, damants who were randomly
assigned to participate in a 4-day job search workshop received 0.6 weeks fewer and $75 less Ul
payments on average. Evauated at the mean of the control group, this corresponds to about a5
percent impact on Ul payments and weeks of receipt. Consistent with the results from other recent
demondtration projects, it gppears that the impact of this treetment in reducing Ul paymentsis primarily
due to raising the costs of remaining on Ul rather than enhanced job search abilities. Not surprisingly,
we aso find that this treetment sgnificantly reduces the likelihood of returning to work with the same
employer. These results apply to aworkshop that was mandatory for al clamantsin this trestment
group, and other research suggests that they somewhat underestimate the impact that a targeted
workshop under profiling would have on Ul receipt.

Although our results indicate that the two more stringent work search policies and requiring
clamants to participate in ajob search workshop are effective in reducing the Ul spell, and presumably
leading to relatively more rgpid re-employment, we do not find that reducing the job search period
occurs at the cost of lower earnings. Thet is, our results indicate that the earnings of the control group
in the year after filing their Ul claim are essentidly sSimilar to the earnings of the groups that were
assigned to these other work search policies. However, we find that eiminating the work-search



reporting requirement increases clamants earnings on average by $347, or about 4 percent. This
effect isgatidicaly sgnificant.

Findly, our results indicate that there are no significant differencesin Ul payment outcomes or in
earnings between the uniformed and the informed control groups. Thus, we find no evidence of a
Hawthorne effect.



I. Background

The Unemployment Insurance (Ul) program is designed to provide temporary income support to
involuntarily unemployed individuas while they seerch for work. It isacomprehensve program that
coversvirtudly al wage and salary employees in the United States. Although the Ul program provides
temporary income support for the involuntarily unemployed, it can reduce the incentive to seek
employment because Ul benefits reduce the cost of being unemployed. Asaresult, the Ul program is
likely to raise the reservation wage and result in longer spells of unemployment. To partidly offset the
negative impact Ul benefits have on job search, sate Ul programs typically impose work search
requirements for continued benefit receipt.  In addition to ensuring that claimants are actively looking
for work in accordance with Ul laws, work search requirements are intended to facilitate the re-
employment of Ul claimants by accderating their return to work.

There is congderable variation in the stringency of work search requirements across States. For
example, some States require claimants to make more employer contacts than do other States. In
some States, claimants must provide detailed documentation of their work search, while in others no
documentation is required. Moreover, there appears to be consderable variation in the extent to which
reported job contacts are reviewed and/or verified. Traditionally, there has aso been considerable
variaion across Statesin the level of re-employment services provided (e.g., job search assistance,
job-finding workshops) to facilitate claimants return to work, with very few States offering intensive
reemployment assistance services to clamants. There is some evidence, however, that more intensive

re-employment servicesare a



cost-effective way of reducing claimants duration of unemployment.! As a consequence of this
evidence, recent legidation was passed to require States to implement Worker Profiling and
Reemployment Services systems, and provide intensve services to targeted clamants.

Over the last decade, there has been a strong trend towards reducing the stringency of work search
requirements to reduce administrative costs. As aresult, severd States no longer have work search
requirements, and many others only require one in-person employer contact per week. In addition,
some States have implemented work search policies that are tailored to the claimant's occupation or to
labor market conditions. These changesin Ul work search policies and, in particular, the trend
towards reducing the stringency of work search requirements have been made with rdatively little
information on the efficacy of dternative work search policies?

The Maryland Ul Work Search Demongtration was undertaken to provide much-needed
information on the efficacy of dternative work search policies. This demongration project was initiated
by the U.S. Department of Labor through a cooperative agreement with the Maryland Department of
Labor, Licensng and Regulation (DLLR). The primary objective of the demongtration was to test --
relaive to atraditiona program of requiring two employer contacts per week -- whether more stringent

work search requirements speed clamants re-employment and reduce Ul benefits paid, without

1Both the Charleston Claimant Placement Demonstration and the New Jersey Unemployment Insurance
Reemployment Demonstration Project found evidence that increasing claimants requirements to report to
the Job Service Office and providing re-employment services significantly reduced Ul spells. See
Corson, Long and Nicholson (1984) and Corson et.al. (1989). However, neither demonstration tested the
effects of changing the number of employer contacts required, or of verifying employers contacted.

2 Prior to the Maryland initiative, the only study that has directly tested the effectiveness of aternative
work search policiesis the Washington Alternative Work Search Experiment. That study provided strong
evidence that an "exception-reporting” approach that involved no work search monitoring whatsoever, and
included an automatic payment, increases Ul outlays, and that re-employment services reduce Ul
payments. It did not, however, examine the effects of increasing the number of work search contacts
required or of verifying reported contacts.



affecting clamants earnings. To design the demondtration and conduct the evaluation, DLLR sdlected
the team of Abt Associates Inc. (prime contractor) and Battelle Memorid Ingtitute (subcontractor).
Abt and Battelle worked with DLLR and DOL taff to develop the trestment design and salect Sites,
Abt had primary responghility for monitoring demondration activities, and Battelle was responsible for
the impact andyss.

Four different work search policies were evaluated. As described in more detail below, the four
dternative policiesincluded: (1) requiring two additiond employer contacts (i.e., atotd of four
contacts) per week; (2) diminating the requirement to report employer contacts; (3) intensvere-
employment assstance early in the unemployment spell combined with the norma two employer
contacts, and (4) verifying reported employer contacts combined with the norma two employer
contacts. In addition, two control groups were included to test whether the demongtration resulted in a
Hawthorne effect. Aspart of the demondiration, new Ul claimants were randomly assigned to one of
these four work search treatment groups or two control groups. Because random assignment implicitly
controls for any differences between the groups in observed or unobserved characterigtics, differences
in outcomes among the groups can be reliably attributed to the treatments.

The report describes the final results from the Maryland Ul Work Search Demondtration.  The
remainder of this report is organized asfollows. In Section |1, we describe the design of the
experiment, including the dternative work search gpproaches tested, the sample design, and data
sources. In Section [11, we describe the characterigtics of the claimants in the trestment and control
groups and present information on adherence to work search requirements and on services received.

In Section IV, we present the impact results on Ul and employment and earnings outcome measures.



In Section V, we conclude by summarizing the main findings, comparing them to prior research, and
discussng the implications of these findingsin light of recent policy changes.

[I. Design of the Work Search Experiment

The Maryland Ul Work Search Demondtration was undertaken to provide valid information on the
effectiveness of dternative work search policiesin the Ul program. To meet this god, the
demondtration was designed as a classical experiment, in which claimants were randomly assigned to
one of four treatment groups, each representing a different work search policy. In addition, the
Maryland Demondtration included two control groups, only one of which was informed of the
demondtration, to test whether there is a significant Hawthorne effect. The experiment was
implemented in Sx Ul officesin Maryland in January 1994. Approximately 27,000 new Ul clamants
were randomly assigned to one of the trestment or control groups during the one-year enrollment
period. Thework search and re-employment services were ddivered to clamantsin each of the
treatment groups by loca Job Service (ES and Ul) gtaff.

In this section we describe the design of the work search experiment. We begin with an overview
of the four trestments and the two control groups. We then describe the specific e ements of each
trestment. The next subsection discusses experiences in monitoring demongration implementation and
operation. The next subsection briefly describes the anaytic design, including Site sdection and sample
design issues, and the random assignment procedures. The section concludes with a description of the

data sources used in the evauation.

Overview of Treatment Design

The norma work search policy in Maryland requires claimants to make two (2) employer contacts
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per week, and to report those contacts in order to receive Ul benefit payments. There is no verification
of contacts or additiona work search services provided as part of the standard Maryland Ul work
search policy. The demondtration tested four gpproaches that modified various aspects of the normal
work search gpproach: (1) two additional employer contacts were required; (2) diminated the
requirement of reporting employer contacts; (3) provided re-employment services through a mandatory
job search workshop; and (4) verification of employer contacts. The four trestments tested and the

two control groups are summarized below.

Treatment Group A: Additional Required Employer Contacts

Clamantsin this treatment group were ingtructed to make four (4) employer contacts per week, instead
of the normad two contacts. They were required to submit aform listing four employer contacts per
week for each week claimed in order to receive Ul benefits. Claimants were informed that failure to
make four work search contacts could result in aloss of Ul benefits for that week. By increasing work
search requirements, and thus raising the costs of continued Ul receipt, this trestment is expected to be
associated with lower Ul receipt.

Treatment Group B: Elimination of the Reporting of Work Search Contacts Requirement

Claimants assigned to this treatment group were basicaly placed on the honor syssem. They were told
to actively search for work, but unlike the norma process, they were not required to report their
specific employer contacts each week. They did, however, need to inform the Ul office by mail that
they had not found employment and were actively looking for work in order to receive Ul payments®
By diminating the employer reporting requirement, and thus lowering the costs of continued Ul receipt,
this treatment is expected to be associated with higher Ul receipt.

Treatment Group C: Job Search Workshop

3 Although this trestment is similar conceptually to the exception-reporting treatment tested in the
Washington Experiment, in the Washington Experiment claimants received their Ul benefit checks unless
they contacted the Ul office to indicate a change in their status. Treatment B will help determine
whether it was the lack of reporting requirements or the automatic check feature of the Washington
Experiment that was the cause for the large increase in duration on Ul observed in that study.
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Clamantsin this trestment followed the standard work search requirement of two documented work
search contacts. In addition, they were required to attend afour (4) day job search workshop for a
total of sixteen hours. The workshops occurred early in claimants spells of Ul receipt (over 70% of
clamants who atended a workshop did so during the third, fourth or fifth week after filing for benefits).
The workshop conssted of three parts. Thefirgt part involved ingruction in assessing employment
options, setting redigtic job gods, and identifying employment resources. The second part involved
ingtruction in how to prepare resumes and job gpplications and practicing telephone contacts and
persond interviews. The third part of the workshop involved helping claimants plan their own job
search drategy. Claimants were instructed thet failure to report for and complete the workshop could
result in loss of Ul benefits for that and subsequent weeks. This treetment is expected to lower Ul
receipt, either because the workshop increases the efficiency of work search or because the
requirement to atend the workshop increases the costs of continued Ul receipt. Thistreatment differs
from the current program that mandates profiling and intensve services for targeted claimants.

Treatment Group D: Verified Work Search Contacts

Clamantsin this treetment followed the stlandard work search requirements of two documented job
search contacts per week. In addition, they were told that their contacts would be verified. Clamants
in this treetment group were required to provide the names and telephone numbers of the employers
they contacted. Claimants were ingtructed that failure to provide this information could result in the loss
of Ul benefits for that week. The study design called for Ul staff to verify about 20 percent of clams
filed by damantsin this trestment, haf by random sdection and haf by Ul gaff identifying cases that
potentially looked suspect.* Among those sdlected for verification, Ul staff telephoned each of the
employers listed to verify whether the clamant had contacted them about employment. Because
employer verification increases the risk of identifying false reports of employer contacts, this trestment is
expected to increase the costs of continued Ul receipt for those who are not actively seeking work, and
be associated with lower Ul receipt.

Informed Control Group E

Clamantsin this control group followed the standard work search requirements of two documented
work search contacts. They were told that the State of Maryland was conducting a study of the Ul
program and that information from their Ul records would be used in the study. The reason for
including this control group was to examine whether knowing that they were part of a demondration in
and of itself would dter clamants Ul behavior (i.e., to test for a Hawthorne effect).

Uninformed Control Group F

% The actual verification rate for the study was dlightly higher than 10 percent, and relatively few
claimantsin this treatment were randomly selected for verification.
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Clamantsin this control group followed the standard work search requirements of two documented
work search contacts each week. They were not told they were participating in the demongtration.

Treatment ServicesActivities

To test the effectiveness of the four work-search policies required that changes be made in the
way clamants were initidly informed of their Ul rights and respongbilities and that a process be
developed to inform them of any new work search directives. In addition, certain services were
modified to fit the objectives of the demongtration. Below we describe these activities and services.

Presentation of Benefits Rights. Individuasfiling new clams were given an gpplication package

and ingtructed to complete the forms to the extent possible and to return them to the clamstaker. The
clamstaker checked for the proper completion of the application forms and informed claimants of their
rights and responghilities under the law. This presentation included reviewing monetary determinations,
indructing claimants on how to file continued claim forms to receive Ul benefits, providing informeation
concerning job search responghilities, and giving each individud an "Information for Claimants'
booklet. The damstaker dso informed clamants in trestments A-E of thelr participation in the
demondtration, that different claimants may be assigned to different work search requirements, and that
if the claimant is not notified by the dlaims taker or by mail about specia work search requirements, the
clamant should continue to follow the ingructions received when filing the initid clam.  After digibility
assessment and random assignment, the claims taker provided each claimant with the appropriate
goplication form.

Because different information needed to be provided to clamantsin certain treatment groups,

customi zed applications were created for each treatment: one for Treatment Group A, indicating that



they must make four (4) employer contacts per week; one for Treatment Group B, indicating that they
must actively search for work, but that there are no work search reporting requirements; one for
Treatment Group C, indicating that they must make two (2) work search contacts per week and that
they mugt attend a job search workshop about the fifth week of their claim; one for Treatment Group
D, indicating that they must make two (2) work search contacts per week, that the contacts will be
verified, and that they must supply employer contact names and phone numbers for verification
purposes, one for Treatment Group E, indicating that they must make two (2) work search contacts per
week; and one for Treatment Group F, which isidentica to the one for Control Group E, except that it
makes no mention of the demondtration. Each applicant was informed of his or her demongtration
requirements and had to sign the gpplication form acknowledging that he or she was subject to these
requirements. Participants in the demonstration received a copy of the gpplication form.

Within one week after theinitid Ul claim, each demongtration trestment group member was sent a
letter generated by the Participant Tracking System (PTS). Thisletter served as areminder to
clamants that the State was conducting a sudy of the Ul program and that data from claimants
records will be included in the study. The letters dso restated clamants work search requirements.
Control Group F members did not recelve such aletter.

Job Search Workshop. Clamantsin Trestment Group C who did not find work in the first few

weeks after filing their Ul claim were sent aletter at Week 4 ingructing them to attend a four-day
workshop that would assst them in job search techniques The four-day workshop lasted four hours
each day and included training on skills assessment, methods of salf-marketing, job-interview
techniques, and resume preparation. This workshop was modeled after the workshop used

successfully in the New Jersey Reemployment Demondiration for clamants likely to exhaust their Ul



benefits, and is a somewhat more in-depth service than the workshop tested in the Washington

Experiment.

Monitoring of Implementation and Operation

In conducting a complex experimental demonstration project such as the Maryland Work Search
Demondration, it isimportant that the implementation and operation of the demondration be well
monitored and documented. Careful monitoring and condstent documentation was especialy important
in this project since the monitoring component was performed by different parties, including the
research contractor, the State and DOL.

In order to ensure that dl three parties congstently implemented the monitoring functions, we
developed a monitoring protocol. This protocol was used during each dte vidgt. The monitoring
protocol was designed to collect information on whether the procedures were implemented consstently
across participants and across stes. Where deviations from gpproved procedures were found, the
deviations were documented in the monitoring protocol.

The following project activities were monitored during Ste vigts

Preparing Initid Claims,

Conducting Random Assgnment,
Explaning the Application Form,
Explaining the Demondtration,

Explaining the Work Search Requirements,
Explaining the Certification Forms,

State Mainframe Data Entry, and

Job Search Workshop.

In addition to observing key demondtration activities during regular Site vidgits, we interviewed the

following Saff:



Locd Office Manager,
Locd Office Clams Supervisor, and
Job Search Workshop Leader.
A Totd of five formswere utilized during each Ste vist:
Staff Interview Guide,
Participant Enrollment Observation Guide,
BRI Observation Guide,
Job Search Workshop Observation Guide, and
Job Search Leader Interview Guide.

In generd, the results of the Site visitsindicated that the procedures described in the Procedures
Manud were followed closely. No mgor deviations were found during any Stevists. Interesting
issues, however, were raised during some of these sitevists. A sample of these issuesfollows.

In the College Park Office, for example, we quickly discovered (and corrected) a potentia
problem. Inthisoffice, initia clamswere handled in groups, and resulted in claimants being made
aware of the different trestments. Thisissue was quickly remedied by presenting only generd
information at the initia group presentation, with more detailed information presented later in private
sessons. Alsoin College Park, we found it necessary to trandate dl materiasinto Spanish in order to
accommodate the large Hispanic population.

In more rura offices, especidly in the Eastern Shore, amgor issue was trangportation. Since
many clamants did not have cars, there were anumber of complaints about difficulties associated with
getting to the office and to the workshops.

Based on the Site visits that were made by the research contractor, by the State, and by DOL, the

project implementation gppears to have followed closely the project design. Indeed, the few issues that

were identified during Site visits were minor and were quickly resolved.
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Site and Sample Selection

The objective of the Ste and sample salection was to ensure that the results of the demondiration
could be generdized to the State asawhole. The experiment was implemented in five Stes (Sx Ul
offices) selected to be representative of Maryland on key dimensions. As described below, the five
Stes selected provide arange of environments that are representative of the State, taking into account
geography and local labor market conditions. A one-year enrollment period was chosen to ensure that
the results would not be affected by seasond differencesin the characteristics of clamants or in the
hiring practices of employersin different industries. Below we provide additiond details of the Ste and

sample sdlection.

To select the sites, we first stratified all local Ul officesinto five broad geographical areas. (1) the Baltimore
metropolitan area; (2) the Washington DC metropolitan area; (3) the non-metropolitan area of central Maryland; (4)
western Maryland; and (5) the rural eastern shore. Demonstration budgetary and implementation constraints
required the elimination of small, rural offices, aswell as offices with unique operational circumstances. These
criteriaeliminated five of the twenty-six full-service Ul officesin the State. Other small offices within the broad
geographical areas defined above were combined to form one site. This process yielded eighteen potential sites for
the demonstration. Siteswere then randomly selected with asite’s probability of selection being proportional to its
size, as measured by the number of new Ul claimantsin the prior year. This approach yields a self-weighting sample
when equal numbers of cases are selected from each site. The selected sites are: (1) Baltimore; (2) College Park; (3)
Glen Burnie; (4) Hagerstown, and; (5) Eastern Shore (Salisbury, Snow Hill and Ocean City). These sites represent
approximately thirty-eight percent of the claimantsin the State.

Because the objective of the demonstration is to test alternative work search policies for claimants who would
normally be required to search for work, not all claimants were eligible for the demonstration. To meet the early
intervention objectives of the demonstration and to avoid confounding the effects of old and new work search
policies, the demonstration was limited to new Ul claimants who filed an initial claim for anew benefit year during
1994; individualsfiling attached or partial claims were excluded. New claimants who did not have awork search
regquirement were also excluded. Thus, interstate claimants, claimantsin the Work Share program, claimants who are
required to find work through a union hiring hall, claimants on temporary layoff subject to recall by their employer,
those on temporary layoff who expected recall within ten weeks and those in approved agency-training programs
were excluded.

Findly, bulk layoffs were excluded because of the unique adminigirative procedures involved with mass

layoffs
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All digible individuas who filed avdid new initid clam in the five sites between January 1, 1994
and December 31, 1994 were randomly assigned to one of the four treatment and two control groups
described above. A totd of 23,758 monetarily digible new Ul clamants were enrolled in the Maryland
Unemployment Insurance Work Search Demonstratior?. Random assignment was based on the last
two digits of the person's Social Security Account (SSA) Number. Because the last two digits of the
SSA are random numbers, the use of such assgnment methods typicaly ensures that the characteristics
of individudsin each of the Sx groups are Smilar on average.

The assgnment process was somewhat complicated because of the decision not to implement one
of thetretmentsin dl stes. Specificaly, because there were too few potentiad employersin two Stes -
- Hagerstown and Eastern Shore -- for claimants to be able to make four job contacts a week without
contacting the same employers week after week, clamants in these sites were not assigned to the
trestment requiring additional employer contacts (Group A). If Sites were homogenous with respect to
the type of clamants served, this deviation in treatment design across sites would not be important.
However, there are Ste differences in the racid and income digtribution of claimants. Specificdly, the
proportion of claimants who are Black is higher in the Sites where assgnments were made to Trestment
A. Clamantsin this treetment aso have higher earningsin the year prior to filing for Ul benefits and
higher Maximum Benefit Amounts (MBA) because they are more likely to come from the Batimore

dte.

® An additional 3,456 individuals applied for Ul benefits at the five sites during the demonstration year but
were determined to be monetarily indigible. Although random assignment ensures that the generalization
of the results would not be affected by including these claimants in the analysis, they are excluded from
the analysis so that we could focus on the effects of the trestments on the subgroup of new claimants
eligible for benefits. To improve the efficiency of the estimated impacts it would also have been desirable
to exclude claimants who are non-monetarily indigible to receive Ul benefits. It was not possible,
however, to accurately identify claimants who are non-monetarily ineligible to receive Ul benefits from
the administrative records available for the evauation.
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Because of these trestment differencesin clamant characteristics that result from the assgnment
method, it is not gppropriate to compare Smple mean differences in outcomes between the treatment
and control groups. Rather, to obtain unbiased estimates of trestment impacts it isimportant to control
for dlamant characteristics and Site in conducting the net impact andyses. For thisreason, in dl of the
net impact analyses presented in this paper, we include Site, race and ethnicity, prior earnings, and a
number of additiona factors as control variables in the models used to estimate trestment impacts.
Additiona analyses show that the estimated treatment effects do not vary by site, prior earnings, or race
and ethnicity. These results strongly suggest thet the inclusion of these terms control for race, prior
earnings and gte differences that are the result of the restrictions imposed on the trestment assgnment

method, and yields unbiased estimates of the trestment effects.

Data Sources

The evaduation of the experiment was desgned to rely on information from various Sate
adminigrative data systems. |n addition, DOL provided a customized tracking system to monitor the
demondration activities. The primary datafor the evauation of the experiment were obtained from two
different Maryland State databases. The fird is the database maintained to store information on Ul
clamants and the benefits they receive. This data base contains individua demographic information
(eg., age, race, x), Ul digihility information (e.g., clam type, weekly benefit amount, maximum
benefits payable), requirements and services, and detailed information on experiences with the Ul
system during the benefit year of the experiment. In addition to summary measures of numerous

indicators of Ul outcomes (e.g., tota weeks paid, total conditiona payments, total overpayments),
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clamsinformation was provided for each of the 52 weeks of the benefit year to develop religble
measures of spells of Ul benefit receipt during the experiment.

We a0 obtained quarterly information on the total wages of employeesin covered employment.®
We obtained information on wages in covered employment for the four quarters prior to the quarter
that each person filed the claim and entered the experiment, and for the four quarters after the quarter in
which the Ul clam wasfiled. These data were used to construct key outcome measures of
employment and earnings, as well as control variables. In addition to providing information on quarterly
wages, these data enabled us to determine whether claimants returned to work for their previous
employer.

Findly, the Participant Tracking System (PTS) was a customized computer system set up by DOL
to monitor demongtration activities and the flow of clamants through the different trestments. It
contained data on participants as they moved through the demondration. It utilized information from
the Maryland State Ul mainframe system, and aso included additiond information on services received
and adherence to work search requirements that were specific to the demondtration. In particular, this
database contained detailed information on workshop participation, employer contact verification, and

supplementa employer contacts.

® Although the use of Ul wage records has a number of advantages for the evaluation, it must be
recognized that these data only include wages in covered employment and do not include wages from
other states. These coverage gaps are relatively small, however, and result in nearly 90 percent of all
state wages included in Ul wage records (Bgj and Trott, 1991).
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[11. Sample Characteristics, Work Search Requirementsand Services

In this section, we provide background information on the characteristics of these new clamants,
and on the work search requirements and employment services they received. Thisinformation is useful
in understanding the population of clamants served in the demonstration and provides a context for

undergtanding the net impact results described in later sections.

Background Characterigtics of Experimentad Sample

About 55 percent of the sample are made and dightly over 50 percent are white. The clamantsin
the sample average approximately 35 years of age, with about 30 percent being 45 years of age or
older. Over 95 percent are U.S. citizens. In terms of prior work experience, clamants enrolled in the
experiment earn an average of about $16,000 during the four complete quarters prior to filing their
dam.” The mean weekly benefit amount for our sampleis $169 and the average maximum benefits

payable (MBA) is $4,385.

Work Search Reguirements and Employment Services

For interpreting the impacts of the various treatments, it isimportant to understand the extent to
which the claimants received employment services, and the extent to which they adhered to the more
stringent work search directives. Approximately 50 percent of clamants in the treatment that required

participation in ajob search workshop (Group C) were required to attend the workshop. The

" Throughout the report, dollar figures are reported in fourth quarter 1995 dollars.
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remaning clamantsin this trestment were not required to attend the workshop because they did not
receive Ul benefits or because they were excused from the

workshop by loca Ul aff.® About 60 percent of claimants who were told to attend the workshop
actudly atended. Thus, overdl about 30 percent of claimants assigned to this treatment attended the
workshop. Although this may seem like ardatively low participation rate, nearly one-third of the
clamantsin this treetment group did not recelve a Ul payment and many others exited Ul before their
workshop, which was usualy scheduled for the fifth, sixth, or seventh week of Ul receipt. After
adjusting for these factors, including exit prior to the fifth week, the overdl workshop attendance rate is
goproximately 63 percent. Thisfigureis broadly consstent with workshop attendance in previous
demondrations. Claimants assgned to aworkshop were potentialy denied benefits during the weeks
they did not attend.

In the employer verification trestment (Group D), dmost haf (47%) of the damantsin this
treatment were selected for verification at least once. Overdl, dightly over 10 percent of the person-
weeks of Ul receipt were sdlected for verification. About 30 percent of the verification attempts
confirmed that a clamant had contacted the identified employers. In less than one percent of the
verification attempts were Ul staff able to document that a claimant had fasely reported an employer
contact. For the remaining 70 percent of the verification attempts Ul staff were unable to determine
whether the claimant had actudly contacted the identified employer. In most cases, an unverifiadle
attempt meant that no one answered the phone when Ul staff caled, or that employers contacted could

neither confirm nor deny that the clamant applied. Those clamants who did not supply employer

8 Claimants were excused from the workshop if they attended a workshop in the past couple of years,
received smilar training from an employer or other public source, or because of overcrowding in the
workshop they were to attend.
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contact information or whose employer contacts were found to be untrue were potentialy denied
benefits during these weeks.

Overdl, the treetments were implemented successfully and claimants complied with the work
search directives they received. Workshop attendance was comparable with prior demongtrations, and
compliance among claimants directed to make two additional employer contacts each week was high.
The only exception was in the employer verification trestment. The verification rate was about haf that
planned, and the mgority of verification attempts were unsuccessful in contacting employers. Aslong
as clamantsin this trestment were unaware of the low verification attempt rate and low successrate,

nether islikely to influence damants behavior.
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IV. Treatment Impactson Ul and Employment Outcomes

The work search treatments were expected to affect the receipt of Ul benefits by eigible clamants
in different ways. For example, the additiona employer contacts treatment (Treatment A) was
expected to reduce spdll length and Ul benefits by increasing the intensity of work search. The
workshop treatment (Treatment C) was expected to reduce spell length and benefits received either by
providing work search skills early to clamants who did not return to work quickly or by raising the cost
of continued Ul receipt. The employer contact verification trestment (Trestment D) was expected to
reduce Ul spdll length and benefits by lowering the reporting of false employer contacts, thusincreasing
the effective intendity of work search. In contragt, the treatment that did not require the reporting of
work search contacts (Treatment B) was expected to increase unemployment spell length and Ul
benefits paid because clamants in this treetment group were not required to demondrate that they were
actively seeking employment. The informed control group (Group E) was expected to reduce Ul spell
length and benefit receipt only if knowledge that they were involved in ademondration changed their
work search behavior (i.e., a Hawthorne effect).

In addition to examining the impacts of the treetments on Ul outcomes, it is aso important to
congder employment and earningsimpacts. To the extent that certain treatments affect clamants job
search intengity and result in finding ajob sooner than they otherwise would, this would affect not only
Ul benefits paid but could dso affect the quality of the job obtained. Of particular concern is whether
any gainsto the Ul system from reduced Ul payments that arise from the more stringent work search
requirements would be offset by claimants accepting less desirable jobs and lowering earnings.
Moreover, it isimportant to determine whether any losses to the Ul system from higher Ul payments
arise because less intensive search policies are offset by more effective job search and higher earnings.
To control for Ste differences in the random assgnment to treatments, and to improve the efficiency of

the estimated effects, we estimated the impact of the trestments on the outcome measures usng
regression and logit regression models® The estimated models contain dummy variables for the

% Because ordinary least squares techniques are not generally appropriate for binary outcome variables,
such as whether a claimant worked in covered employment (i.e., due to heteroscedasity and the possibility
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different trestment groups. The estimated net impact models control for differences in demographic
characterigtics, prior work experience, Ul entitlement, and site. We also include a set of seasonal
dummy variables to control for possible seasond variaions in earnings. Specificdly, the moddsinclude
measures of the following characterigtics age, sex, race/ethnicity, federa employee, military employee,
U.S. citizen, earnings in each of the four quarters preceding the quarter aclamant filed for benefits, Ste,
entry quarter, and maximum benefit amount.

The results described below are based on the totad sample of monetarily digible new clamants

who were enrolled in the demondtration. As such, the effects can be interpreted as the average impacts
over dl digible damants, regardiess of whether they actually received the specific services or adhered
to the work search requirements that were part of the treatment.

In examining the impacts of the treetments on Ul benefits, three types of measures of benefit
receipt are used. Thefirst isbased on the entire 52-week benefit year, and include the number of
weeks for which a benefit payment was issued, the tota dollar amount of Ul benefits paid to
clamants’® and whether claimants exhausted their benefits. The other two types of measures are
gpecific to the first two spells of Ul receipt. These measures include whether afirst (or second) spell of
Ul receipt occurs, length (i.e., number of weeks) of the spell, and total Ul benefits received during the
odl.** We consider measures of both total Ul receipt and of the first two spells of Ul receipt to help
distinguish between trestment impacts that lead to temporary withdrawa from the Ul rolls and impacts
that lead to longer-term effects. The earnings measures we employ are for earnings in covered
employment during the first four complete quarters following the quarter that aclamant filed for
benefits.

that predicted values fall outside the unit interval), alogit procedure was used to estimate models of binary
outcomes. All other results are based on ordinary least squares regression models.

10 The measure used for total benefits includes small supplementary payments that some claimants
received for children and overpayment amounts. Another measure of total benefits paid was available
that eliminated both of these factors from the calculation of total benefits paid. However, it was not
possible to remove one factor without removing both. We preferred using the measure that included
supplemental payments and overpayments because overpayments are a cost to the Ul system, and
because this measure could be constructed on a week-by-week basis, which was needed for the spell
analyses. A comparison of the two measures revealed that their means were very similar, and that
estimated net impacts were nearly identical. For this reason, and for comparability with the spell results,
we report only the results for the measure of total benefits that includes supplementa payments and
overpayments.

11 These spells correspond to consecutive weeks of receipt of Ul payments - not to spells of
unemployment - as claimants can work part time and still receive benefits. For those who exhaust their
benefits without working, the number of weeks of insured unemployment is a censored measure of total
unemployment.
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Hawthorne Effect

Decades of research have shown that people may change their behavior if they know they are
participating in aresearch study. This effect isreferred to as the Hawthorne effect. The Hawthorne
effect may occur because people are concerned about what an observer may think of them or the study
may ater the environment in such away that it dters people sbehavior. In Ul demondrations, the
Hawthorne effect may arise because clamants suspect thet their work search activities will be
monitored more closdy during a demondration than they would have been in the absence of the
demondtration. That is, clamants who know that they are participating in a demongtration may dter
their work search behavior, which may affect their duration of Ul receipt. If knowledge of the
demondtration does produce a Hawthorne effect, then estimated net impact results may not yield
unbiased estimates of what would happen if a trestment were implemented on a state-wide basis. To
date, no Ul demondtration has tested for the existence of a Hawthorne effect. As such, this component
of the Maryland Ul Work Search Demondration provides vauable information for interpreting results
from prior demondrations, and will assst in the cost-effective design of future demondrations.

Because the existence of a Hawthorne effect has important implications for conducting the net
impact analys's, we firgt tested for such an effect. In particular, we tested whether the estimated
impacts for the informed control group (Group E) differed significantly from the estimated impacts for
the uninformed control group (Group F). Thereaults of this andyss (shown in Table 1) indicate that
there is no observable Hawthorne effect on Ul benefits or earnings. Moreover, nearly dl of thet-
vaues reported in Table 1 are less than unity, implying that none of the differences are close to being
datidticdly sgnificant. For instance, over the first four complete quarters following the quarter in which

they filed for Ul benefits, clamantsin Group E recelved $38 lessin Ul payments for 0.2 weeks less
than daimantsin Group F. They earned $33 less than clamants in Group F during this period.*2

2 The only statistically significant difference between the two groups is that claimants in Treatment
Group E received significantly greater overpayments (not shown) than did claimants in Treatment Group
F. Thisfinding may be the result of clamantsin the informed control group fedling that they are being
monitored more closely. Consequently, they may be more willing to inform the Ul office of any
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The lack of a Hawthorne effect permits us to combine clamantsin the two control groupsinto a
sngle control group. By combining the two control groups, we are able to obtain more precise
estimates of the impacts of the other work search treatments. All subsequent reported net impact

results are based on a control group that combines claimants from Groups E and F.

overpayments they received.
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Table1
Tests for Hawthorne Effect

(t-valuesin parentheses)

Impacts of Informed M eans of
Control Group (E) Uninformed
Relative to Control Group F Control Group (F)

Full Benefit Y ear

Total Ul benefits paid ($) -38(-.96) 2088

Number of weeks of benefits -.2(-.81) 120

Percent exhausted benefits -7(-.75) 286
First Spell

Percent who received at |east one payment -1.0(-1.01) 69.0

Total Ul benefits paid -37(-.96) 1899

Number of weeks of benefits -2(-.93) 109
Second Spell

Percent with second spell -.2(-.46) 150

Total benefits paid ($) -1(-.04) 253

Number of weeks 0.0(.18) 15
First Quarter Employment

Percent worked 1(.07) 55.9

Earnings (%) -50(-.98) 1654
Second Quarter Employment

Percent worked 1.0(1.00) 61.6

Earnings ($) -15(-.28) 2147
Third Quarter Employment

Percent worked 6(.57) 64.1

Earnings (%) 74(1.30) 2293
Fourth Quarter Employment

Percent worked 1(.19) 62.8

Earnings (%) -42(-.76) 2292
Employment During Four Quarters

Percent worked -.3(-41) 80.1

Earnings (%) -33(-.18) 8385

Percent returned to work with same employer 0.0(-.05) 17.1
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Impacts on Ul Benefit Receipt and Duration of Ul Spdl by Treatment Group

The trestment impacts on Ul benefits are presented in Table 2. We present treatment impacts as
deviations from the combined control group (Group E and Group F). Asindicated in the last column of
this table, clamantsin the control group received an average of $2,085 in totd Ul benefits during the
benefit year. On average, these benefits were recelved for about 12 weeks of payments, with about 90
percent of the payments received during the first Ul spell. Nearly 30 percent of the clamantsin the
control group exhausted the Ul benefits avaladle to them during the benefit year.

As expected, clamants in the trestment requiring additiona employer contacts (Group A) received
lower Ul benefit payments on average than did clamants in the control group. As shown in the first
column of Table 2, clamantsin this treetment received an average of $116 lower in Ul benefits during
the benefit year than clamantsin the control group. Clamantsin this trestment also received Ul
benefits for .7 fewer weeks than did clamants in the control group. Congstent with thisfinding,
clamantsin this treetment group were dso 2.6 percent less likely than clamantsin the control group to
exhaugt their benefits™® The estimated impacts for this trestment are statigticaly significant a the .05
level. Because no services are provided as part of this treatment, the estimated effects of the treatment
can be attributed to the added cost of making two additiona employer contacts.

Clamantsin the trestment that did not require reporting of work search contacts (Group B)
received somewhat more Ul benefits ($34) than did clamants in the control group, as expected,
athough this difference is not satisticaly sgnificant at conventiond levels. In addition, we found that

clamantsin this treatment remained on Ul for .4 weeks longer than controls,

BBFor the exhaustion analysis, estimated logistic regression parameters have been converted to percentage
terms, evaluated at the mean for the control group. Asterisksindicating statistical significance levels are
based on the logistic parameters.

23



Table2
Treatment Impacts on Ul Receipt

Additiona No , Veify Control
Contacts Reporting of Workshop  Contacts Group Means
Contacts
(A) (B) (©) (D)
Outcome Measures
Full Benefit Year
Tota Ul benefits paid ($) -116** 34 -75** -113** 2085
Number of weeks of benefits N 4* -.6** - 9x* 119
Percent exhausted benefits -2.6%* 1.6* -1.1 -3.0%* 28.3
First Spdl:
Percent who received at least one Ul payment -2.4*%* 2.1%* -1.7 -3.5%* 68.8
Number of weeksin first pell -.8x* 3 -.8x* -.Ox* 10.9
Totd Ul benefits paid in first spdl ($) -143** 14 -115** -121* 1894
Second Spell:
Percent with second spell 11 0.0 1.2 .6 15.0
Number of weeksin second spdll 2 A 3r* i 15
Tota benefits paid in second spell ($) 38 25 64** 24 254

** Sgnificantly different from control group at .05 leve.
*Sgnificantly different from control group at .10 levd.
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and were 1.6 percent more likely to exhaust their benefits. The latter two impacts are Sgnificant at the
10 levd.

The results found for this treetment are consderably smdler than those found for a amilar no-
reporting-requirement treatment in the Washington Ul Experiment (Johnson and Klepinger, 1994).
The Washington study found large positive impacts on totd benefits received ($265), weeks of Ul
receipt (3.3), and on the percent exhausting their benefits (12.5). The primary difference between the
trestments in the two studies isthat clamants in the Washington Ul Experiment received a check unless
they informed the Ul office of a change in their employment status, while damantsin the Maryland
Demondration did not receive a check unless they informed the Ul office that their status had not
changed. Thus, the smdler impacts found in the Maryland Experiment suggest that regular contact with
the Ul office greetly reduces the amount and duration of benefits received when reporting of work
search contactsis not required.

The workshop treatment (Group C) dso had the expected negative impact on total Ul benefits
pad. Overdl, damantsin this trestment received $75 lessin total Ul benefits and received payments
for 0.6 weeks less than did clamants in the control group.

Although the point estimate indicates that damants in this trestment group were dightly less likely
to exhaust their benefits than clamants in the control group, the effect is not satisticdly sgnificant.
Except for exhaudtion of benefits, the estimated impacts for this treatment are satisticaly sgnificant a
the .05 leve.

As expected, clamantsin the trestment that included employer contact verification (Group D)
recelved less Ul benefits on average than did clamantsin the control group. As shown in the fourth

column of Table 2, dlamantsin this treetment received $113 lessin Ul benefits during the benefit year
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than did damantsin the control group. Claimants in this treetment group received benefits for nearly
one week less than did controls, and were 3 percent less likely to exhaust their benefits than were
controls. The estimated impacts for this trestment are dl Satisticaly sgnificant at the .05 level. Because
the additiond costs associated with supplying employer contact information are rlatively trivid for
clamants actively searching for work, we can conclude that the additiond costs associated with
verification are borne primarily by clamants who are not actively seeking work.

Turning to the spdl reaults, the last column in Table 2 indicates that among clamants in the control
group, nearly 70 percent of monetarily digible clamants received at least one Ul payment. On
average, thefirst spel of Ul lasted 10.9 weeks, during which clamants received dightly less than
$1,900 in Ul payments. Converting the logit results to percentage terms, we find that clamantsin the
treatment requiring additional employer contacts (Group A) were less likely -- 2.4 percentage points --
to haveinitiated a Ul spell (i.e., received at least one payment) than controls. Moreover, clamantsin
this trestment had sgnificantly lower Ul receipt ($143) during their first spdll primarily because of the
fewer number of weeks of Ul recelved (.8 weeks less than the control group). Smilarly, cdamantsin
workshop treatment (Group C) were about 2 percent less likely (not gatisticaly significant) to receive
any payments, received sgnificantly less Ul payments (about $115) during their first spell than controls
and drew benefits for about .8 weeks less. Somewhat larger impacts are observed for the employer
verification trestment (Group D). Specificdly, clamantsin this trestment are 3.5 percent less likdly than
controls to have received any payment, they received about $121 less during their first spell, and drew
benefits for nearly one week less. In contragt, clamants in the treetment that did not require the

reporting of employer contacts (Group B) were 2 percent more likely than controls to have initiated a

Ul pdl.
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As shown in the bottom portion of Table 2, the trestments have little impact on the likelihood of
having a second spell of Ul receipt during the benefit year or on Ul benefits received during a second
spell. The only exceptions are that clamants in the workshop treatment (Group C) had dightly longer
second spdlls of Ul receipt than controls and received about $60 more during their second spell.
Clamants in this treetment were not, however, more likely than controls to have a second spell of Ul
receipt.

In generd, Treatments A, C, and D have Smilar impacts on Ul receipt. The only result that is
datigicaly sgnificantly different among these treetments is that claimantsin the workshop treatment
(Group C) are ggnificantly lesslikdy to exhaust their benefits than clamants in the verification treetment
(Group D). In contrast, except for the results for the second spell, clamants in the treatment that did
not require the reporting of employer contacts (Group B) are sgnificantly different from the results
found for damantsin Groups A, C, and D on al measures of Ul receipt.

These results indicate that work search verification, participation in ajob search workshop, and
requiring additiona work search contacts are effective in reducing Ul spdl length. Because there are
no services provided in the treatment requiring additiona work search contacts or in the verification
treatment, the reduction in Ul receipt associated with these treatments can be attributed to the
additiona costs associated with making more work search contacts. Moreover, because the costs of
providing employer contact information islow for clamants actively looking for work, the reduction in
Ul receipt associated with this trestment can be attributed to additiona costs borne primarily by
clamants who are not actively looking for work. In contragt, the results indicate that removing the
requirement to report job search contacts increases the Ul spell, but thet the increase isrelatively smdl

aslong as damants are required to maintain regular contact with the Ul office.
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We ds0 examined the extent to which Ul impacts differed for mgor clamant demographic
subgroups. These results (not shown) indicate that the effects of the treatments are widespread and not
concentrated among specific demographic subgroups. Specificdly, none of the joint F-tests to
determine whether the effects of the treetments on total Ul benefits paid and the length of the first spell
of Ul differ by dte or clamant race, age, sex, or prior earnings was statisticaly sgnificant at

conventiond leves.

Ul Exit and Survivd Rates

Although the regression estimates presented above provide an estimate of the effects of the job
search workshop on clamants Ul experiences, they do not identify how workshops influence job
search. One possible interpretation isthat job search workshops provide clamants with skills that
make them more employable or more efficient in their job seerch. An dterndive interpretation is that
attending the workshop is viewed as costly by clamants and that the requirement to attend the
workshop acts as a deterrent to continued receipt of Ul benefits. If claimants view workshops as
cosily, we would expect the likdihood of exiting Ul to increase immediately prior to aclamant’s
scheduled workshop attendance date.

In an attempt to resolve these two competing interpretations, we estimated hazards models for
length of first spell of receipt of unemployment benefits. In addition to the control variables used to
esimate the net impacts shown in Table 2, the estimated hazard mode aso includes a set of time-
varying covariates for when claimants attended the workshop and for the post-workshop period. If the
workshop provides vaduable skills, the coefficient for the post-workshop period should be positive,

indicating a higher likelihood of exiting Ul following attendance of the workshop. If the workshop is
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viewed as codlly, the dummy variable indicating acdamant isin the workshop trestment group (Group
C) should become more negative when workshop and post-workshop time-varying covariates are
added to themodel. In generd, Snce clamants need not search for employment during the week they
attended the workshop, we expect exit rates to be lower while claimants are attending the workshop.

Because of the U-shaped hazard functions observed in these data, we estimate a piece-wise
exponentid model that alows the shape of the hazard function to vary over different time periods
(Brezlow, 1974, Laird and Oliver, 1981; Trussall and Hammerdough, 1983). To overcome the week-
to-week noise in the datathat are in part due to the biweekly Ul payment schedule followed in
Maryland, we examine the hazard of exiting Ul during two-week periods. Finaly, because preliminary
andyses reveded that smple polynomid or spline functions did not adequately describe the shape of
the hazard function, we use dummy variables for time to modd the shape of the hazard function. The
estimates from the hazard modd andysis are shown in Table 3.

In the firgt column of Table 3 we present amodel designed to test the hypothesis that al four
trestment groups have the same hazard of exiting thelr first Ul spell. These results confirm the findings
from the regresson models described earlier. Specificaly, clamantsin Groups A, C, and D havea
sgnificantly higher log hazard of ending their Ul spell than the
control group and dlamantsin Group B do not display a sgnificantly different log hazard of leaving Ul
than controls. That is, cdlamantsin Groups A, C, and D are more likely to exit Ul
in any biweekly period during their first spell of Ul receipt, and dlamantsin Group B are lesslikely to
exit Ul than clamantsin the control group who have received Ul for the same number of weeks.
Exponentiating the estimated hazard parameters, the results show that clamants in the trestment

requiring additional employer contacts (Group A) are 4.7 percent more likely to exit ther first spell of
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Ul receipt during any biweekly period than are clamants in the control group who have received
benefits for the same number of weeks. The comparable figures for the
Table3

Hazard Modds of Treatment Impacts on First Spell of Ul Benefits

Basic Modd Workshop Model
Additiona Contacts (A) .046* .047*
No Reporting of Contacts (B) -.005 -.006
Workshop (C) .055** .104**
Verify Contacts (D) .055** .055**
Workshop period -.466**
Post-workshop period -.061
Log-likeihood 44,677.98 44,666.03

** Significantly different from control group at .05 level.

* Significantly different from control group at .10 level.

workshop trestment (Group C) and the verification treatment (Group D) are 5.7 percent higher than for
the control group.

The result that clamantsin the workshop treatment (Group C) are more likely to exit their Ul
gpdl isinteresting, but it does not shed much light on what it is about the trestment that produces the
observed effect - increased human capita or higher nonmonetary costs associated with attending the
workshop. The additiona time-varying covariates are designed to examinethisissue. The results of
this analyss are presented in the second column of Table 3. Likdihood ratio tests show that the
addition of the time-varying variables sgnificantly improves the fit of the modd, indicating that the shape
of the hazard function for claimants in the workshop treatment is dtered, relaive to the other groups, by

the timing of the workshop.
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As expected, clamants in the workshop trestment are sgnificantly lesslikely to end their Ul spell
while they are atending the workshop. Surprisingly, the point estimate for the post-workshop period
indicates that the post-workshop period is associated with lower Ul exit rates, rdative to the pre-
workshop period. Although the coefficient is not statistically sgnificant, the point estimate indicates thet
exit rates are 6 percent lower following the workshop compared to exit rates preceding the workshop.
In addition, the dummy variable for the workshop treatment (Group C) increases in magnitude by
amog fifty percent when the time-varying covariates are added to the model. Prior to including the
time-varying covariates, the hazard of exiting Ul was nearly identica for the workshop treatment
(Group C) and the verification treatment (Group D): about 6 percent lower than that observed for the
control group. After adding the time-varying covariates, the exit rate for the workshop trestment
increases to 11 percent greater than the control group, while the figure for the verification trestment
remains essentialy unchanged.

In addition, we test for non-proportiondity for Group C. These results indicate that the time
pattern of Ul exits for Group C differs significantly from the other groups. Moreover, the only periods
thet are Sgnificantly different at the individua leve are those immediatdy preceding the date of the
scheduled workshop.  Specificdly, the point estimates indicate that the likelihood of exiting Ul during
these weeks is about 28 percent higher for claimants in the workshop treatment, relaive to other
groups.

These findings suggest that ingtructions to attend the workshop reduced the length of time
clamants received Ul because they increased the perceived cost of continued Ul receipt, and that
many claimants appear to exit Ul immediately prior to their scheduled workshop. The results provide

little support for the hypothesis that the workshop provided claimants with additiond skills that make
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them more employable or more efficient in their job search. These findings are consstent with the

findings from the Washington Ul Experiment (Johnson and Klepinger, 1994).

Impacts on Continuing Eligibility Issuesmpacts on Continuing Eligibility Issues

In addition to examining the impacts of the trestments on Ul benefit payments, we aso examined
effects on various continuing digibility issues. Thisis an important component of the evauation, as each
of the treatments affected the requirements for receiving benefits and the degree to which clamant
compliance was monitored. Below we provide evidence concerning the impacts of the trestments on
overpayments, conditiona payments, denids and appeds.

As shown in the last column of Table 4, clamantsin the control group received nearly one week
and $122 of overpayments during the benefit year. Treatment Group C received
sgnificantly fewer overpayments and dollars of overpayments than did controls. This result suggests thet
clamantsin this trestment were denied paymentsiif they failed to attend the assigned workshop.

Control group claimants received an average of only .05 conditiona payments for work search issues,
and .05 denids for work search issues. There are no significant differences in conditiona payments for

work search issues, in denids for work search issues, or
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Table4
Treatment Impacts on Eligibility 1ssues

Control
Treatment Groups Group Means
(A) (B) © (D)
Number of overpayments .00 .03 -.14** -.08 9
Overpayment amount ($) 0 14 -17* -13 122
Number of conditiond
payments for work .01 -.01 -.01 .00 .05
search issues
Number of denials for 01 -01 -.01 00 05
work search issues
Number of appeds” -.01 .00 .01 .00 23

“Appeals are based on all reasons, not just denials for work search issues.
** Significantly different from control group at .05 level.
*Significantly different from control group at .10 level
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for appeds. Despite the increased monitoring of work search efforts of clamantsin Trestment Groups
A and D, clamantsin these groups were not more likely than controls to be denied Ul

benefits Thisfinding is conastent with agenerd policy of JSC g&ff to give dlamants the benefit of the

doubt when making a denid determination. However, the lack of impacts may aso reflect the rarity of

conditional payments and deniads for work search issues.

Impacts on Employment and Earnings

The above results indicate that the treatment that did not require the reporting of employer contacts
(Group B) extended and that the other treatments reduced the duration of claimants job search.
Below, we present evidence on whether the reduced search time for clamantsin the trestments
imposing additiond work search requirements (workshop, verification, and additiond employer
contacts) caused them to find lower-qudity jobsin terms of earnings, and whether the additiond search
time for clamantsin the treetment that did not require reporting of employer contacts was effectively
used to find better jobs. The results are based on earnings in covered employment in the first four
complete quarters following the quarter in which they filed for benefits and entered the demondtration.

The impacts of the treatments on employment and earnings are reported in Table 5. Asthistable
indicates, dightly more than haf of the dlamantsin the control group worked during the first full quarter
after filing for Ul bendfits, risng to over 60 percent by the fourth full quarter, with 80 percent working
a some point during the firgt full year after filing the Ul dlam. On average, these clamants earned
$1636 during the first quarter, $2280 during the fourth quarter, and almost $8500 during the first full
year. Asindicated in Table 5, the treetments had relatively little impact on employment and earnings

during the observed period. In particular, thereis no evidence thet the relatively rapid
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Table5

Treatment Impacts on Employment and Earnings

Control
Treatment Groups Group Means
No
Additionad  Report of Verify
Contacts  Contacts Workshop ~ Contacts
(A) (B) (©) (2)

First Quarter

Percent worked 1.0 1.8* 0.0 11 55.9

Earnings ($) 24 71 -14 18 1636
Second Quarter:

Percent worked .6 1.0 -7 8 62.0

Earnings ($) -19 86 -46 23 2150
Third Quarter:

Percent worked 3 1.9%* -11 1.0 64.4

Earnings ($) 16 98** -79 17 2341
Fourth Quarter:

Percent worked 2 14 -7 11 62.9

Earnings ($) 34 92* -23 67 2280
Yea 1.

Percent worked 12 8 -.8 13 80.0

Earnings ($) 54 347** -163 124 8407

Percent returned to work

with same employer -1 9 -2.3** -1.6%* 17.2

**Sgnificantly different from control group at .05 level.

*Significantly different from control group a .10 level
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exit of clamantsin Groups A, C, and D occurred & the cost of lower earnings. The only satistically
ggnificant impacts on employment and earnings shown in Table 5 are for clamants in the trestment that
did not require the reporting of job search contacts (Group B). Clamantsin this group were about 2
percent more likdly to be employed than controlsin the

firgt and third quarters. They earned about $100 more during these quarters, and during the fourth
quarter. Overdl, they earned about $350 more than controls during the first full year. Given that
clamantsin this treetment remained on Ul dightly longer than controls, these results suggest that
clamantsin this group found higher paying jobs than controls. However, while datisticaly sgnificant,
these effects are not very large. Consequently, any differencesin hourly wage rates are likely to be
amndl.

It isinteresting to note that claimants in the workshop trestment (Group C) and in the verification
trestment (Group D) were less likdly than clamants in other groups to return to work with their prior
employer.** Thus, it appears that the greater cost of remaining on Ul for dlaimantsin these treatments
reduced their length of search, but aso increased their incentive to search intensively and resulted in
them being lesslikely to return to their prior employer. Although the point estimate for the trestment
that did not require reporting of job search contacts (Group B) is postive for the likelihood of returning

to work with the same employer, the estimated coefficient is not satisticdly sgnificant.

14 The prior employer is defined as the employer for whom a claimant last worked prior to filing for Ul
benefits. If aclaimant had more than one employer during that quarter, the primary employer is defined
as the employer from whom the claimant received the most earnings.
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V. Conclusons

In the previous sections, we have described the net impact results of the Maryland Ul Work
Search Demondration. Below we briefly summarize the main findings and compare the results with
those from other smilar studies.

The net impact results show that work search requirements affect insured unemployment spells.
The impact results indicate that relative to the standard work search policy followed in Maryland, more
stringent work search requirements involving either two additional employer contacts or employer
contact verification reduce Ul payments on average by about three-quarters of aweek or about $110
per cdamant. Thisfinding indicates thet a verification rate in the range of ten percent is sufficient to
impact work search behavior throughout an entire benefit year. Further, despite the rdatively rapid exit
from Ul of claimantsin these trestments, we find no evidence that it occurs at the cost of lower
earnings.

In prior demongtrations, additional work search requirements have been combined with additiona
sarvices (Meyer, 1995). For thisreason, it has been difficult to interpret the findings from prior
demongtrations because the observed net impacts could be the result of the additional work search
requirements, the additiona services, or both. In the Maryland Demongtration, the treetments involving
additiond employer contacts and employer contact verification do not include additiond re-employment
sarvices. For thisreason, the impacts of these treatmentsin reducing Ul spells can vdidly be attributed
to the increased work search requirements.

We dso find that clamants in the treatment that did not require the reporting of employer contacts

have somewhat longer duration on Ul. Thereis evidence that clamantsin this trestment group dso have
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higher employment and earnings outcomes. These findings suggest that delayed exit from Ul of
clamantsin this trestment group is associated with higher hourly wage rates, further suggesting that
clamantsin this treetment were able to find better job matches than controls. Although the effects of
this treetment were satigticaly sgnificant, they are not very large, and any differencesin hourly wage
rates are dso likely to be small. These results are much smaler than those found in the Washington
Alternative Work Search Experiment. The mgor difference in the two treatments is that in the
Washington trestment payment checks were automaticaly sent to clamants unless clamants contacted
the Ul office of achangein their status, while in the Maryland treatment clamants did not receive a
payment unless they informed the Ul office that their status had not changed. The smdler impacts
found in Maryland show the importance of claimants having regular contact with the Ul office.

In addition to changing work search requirements, the demonstration included a mandatory job
search workshop that was designed to enhance claimants' work search skills and increase their
efficiency of job search. The results show that the job search workshop reduces Ul payments by .6
weeks and $75 on average, somewhat less than that observed for additiona employer contacts and
employer contact verification. These results are broadly consstent with the findings from earlier Ul
demongtrations. Of particular relevance are the Charleston Claimant Placement and Work Test
Demondtration (Corson et.d., 1984), the New Jersey Unemployment Insurance Re-employment
Demonsgtration Project (Corson et.d., 1989), and the Washington Alternative Work Search
Experiment. These demondtrations tested whether intengve re-employment services that involved ajob

search workshop were effective approaches to reducing Ul spells and tota Ul payments.®® Compared

15 Similar to the experiment implemented in Maryland, the workshop in these demonstrations was
scheduled to occur after claimants had drawn Ul for four or five weeks. However, it should be noted
that the workshops varied in duration from three hours in the Charleston demonstration to one week in
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to no work search assstance, these earlier demongtrations found average reductionsin Ul payments
over the benefit year of roughly $50-100, and decreasesin tota number of weeks of Ul paid of about
one-haf aweek. These findings are remarkably consistent with the results described above that were
tested in very different settings.

It isimportant to note, however, that job search services, including job search workshops, are
now being targeted to claimants determined to be in need of such services, rather than being imposed
on dl clamants, as was donein the Maryland Demongtration.®  For this reason, the results reported
here for the workshop treatment, and the interpretation of these results, might not be directly applicable
to targeted job search workshops as offered today. However, Corson and Decker (1995) present
results usng data from prior demonstrations showing that the impacts are greater for workers who
would be targeted under new profiling requirements than for dl Ul clamants, as we might expect, but
that the estimated differences are not datisticaly sgnificant. This suggests that our estimates of the
effects of a mandatory workshop may understate the impacts of workshops targeted to profiled
clamants

However, care must be taken in interpreting the results of a mandatory workshop. Although ajob
search workshop may enhance job search abilities of some clamants, many clamants who would not
have attended the workshop if it were not mandatory may view the workshop as an additiona cost to

continued Ul receipt and exit Ul to avoid the workshop. Johnson and Klepinger (1994) present

the New Jersey demonstration.

16 Recent legidation requires the implementation of worker profiling to identify dislocated workers and to
provide them with intensive services. Various profiling models have been used to identify claimants likely
to have long periods of Ul receipt. The Department of Labor has a recommended approach for designing
and implementing worker profiling based on identifying claimants likely to exhaust their benefits (U.S
Department of Labor, 1994).
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findings conggtent with this interpretation, suggesting that claimants respond to the workshop as
primarily an additiona cost. The hazard modd results presented here (i.e., higher exit rates prior to the
workshop and exit rates equd to controls following the workshop) provide additiond support for this
hypothesis. That is, the results presented here

suggest that a mandatory workshop affects Ul duration primarily by increasing the costs to remaining on
Ul rather than by enhancing job search abilities. Thisfinding is conagtent with evidence from earlier
demongtrations.

The Maryland results also demondtrate that there is no Hawthorne effect. The lack of a
Hawthorne effect suggests that net impact results obtained from many prior sudies are vaid estimates
of the treetments tested, and that future demonstrations need not expend resources to maintain two
control groups.

Overdl, the results demonstrate that more stringent work search requirements reduce Ul receipt.

It isimportant to note, however, that the estimated impacts reported here may underestimate the impact
of increasing or decreasing work search requirements on total Ul outlays because any changes in work
search requirements will aso affect participation rates. Increasing work search requirements will

reduce participation rates because some Ul claimants who would have filed for benefits under the
standard work search requirements will not file for benefits because of the additional costs associated
with increased work search requirements. Similarly, areduction in work search requirements will
increase participation because some potentid Ul claimants who did not file under the standard
requirement will file for benefits because reduced work search requirements lower the codts of filing for

and recaiving benefits

40



In conclusion, it isimportant to highlight the contributions of the Maryland Unemployment
Insurance Work Search Demondiration. The Maryland Demondtration is the first to test the
implications of additional work search contacts, work search contact verification, and whether or not
participation in a Ul demondtration produces a Hawthorne effect. The results strongly indicate that
more stringent work search requirements reduce Ul payments and improve the Ul Trust Fund, as well
as demongtrate that there is no Hawthorne effect. These findings from the Maryland Ul Work Search
Demondration gregtly improve our understanding of how the Ul system affects clamants work search
behavior and have important implications for the cost-effective maintenance of the federd

Unemployment Insurance system.
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