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Abstract

The Performance of Performance Standards
The Effects of JTPA Performance Standards on Efficiency, Equity, and Participant Outcomes

Performance standards systems designed to direct bureaucratic behavior are widely
viewed as a solution to the problem of inefficiency in government. Such systems aim to motivate
bureaucrats to achieve program goals by rewarding them on the basis of observable short-run
outcomes. This paper examines the JTPA performance standards system, which is widely
regarded as a prototype for other government programs.

The greatest reservation about such reward systems is that they promote cream-skimming,
the practice of serving the least disadvantaged among a program’s target population. This paper
clarifies the multiple definitions of cream-skimming used in the literature and shows that cream-
skimming may be socially efficient. Evidence is presented that the cost of equitable allocation
of program services is low because the gains from participation are close to uniform across skill
groups. We also discuss the problem of using short term targets to motivate the achievement
of long-run gains. We show that the short-run targets used in the JTPA system to monitor
performance are only weakly, and sometimes perversely, related to longer-run impact measures.
This represents a fundamental weakness of the JTPA performance management system and
reveals a serious challenge to designers of performance standards systems.

JEL Numbers: 132, H40, 128
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1. Introduction

Concerns about inefficiency in government have led to calls for bureaucratic reform from both
ends of the political spectrum. When Senators Ted Kennedy and Dan Quayle redesigned and
decentralized the federal job training bureaucracy with the Job Training Partnership Act (JTPA) of 1982,
they incorporated a system of performance standards. These standards provide budgetary rewards and
punishments to local job-training bureaucracies based on the measured labor market outcomes of the
people they train. The hope was that this system would motivate local program administrators to use
their newly acquired flexibility to raise participant earnings and employment in the long run.

More than a decade later, the JTPA performance standards system is widely viewed as a success,
and as a prototype for incentive schemes in other government programs. The concept of rewarding
government workers, administrators or offices on the basis of direct measures of bureaucratic output
dominates current discussions of organizational reform in government. The "Reinventing Government"”
initiative of Vice President Albert Gore (1993), which culminated in the Performance Standards Act of
1993 (U.S. Congress, 1993), embraces the use of performance standards systems similar to that adopted
in JTPA in many other government programs.

Despite the widespread popularity of performance standards systems in policy circles, almost
nothing is actually known about their effects on bureaucratic behavior or on the gains achieved by
program participants. In this paper, we use data from the recent National JTPA Study (see Larry Orr,
et al., 1995) to examine the effects of the JTPA performance standards system along three important
dimensions. First, we consider the effect of the system on the efficiency with which JTPA services are
allocated. We address the question of how performance standards affect the extent to which JTPA
services are allocated among program eligibles in ways that maximize the earnings gain per dollar spent.
Second, we examine the distributional effects of the standards. In particular, we investigate their effect
on the allocation of JTPA services to eligible persons with different levels of skill or economic
disadvantage. Finally, we analyze how well, if at all, the JTPA performance standards system acts to
motivate training centers to achieve the program’s primary goal of increasing participants’ long-term
earnings.

Three ingredients are essential to an effective performance standards systems for job training
programs, educational interventions or other activities expected to have long-term effects on participant
outcomes. First, the performance measures or goals used in the system should be clearly defined and



susceptible to objective measurement at low cost. Since the aim of performance management systems
is to motivate behavior in the short run, these goals or standards must inevitably be stated in terms of
short-run targets. Thus, the designers of the JTPA performance standards systems face a difficult task.
The goal of the program is to produce long-term increases in the earnings of participants relative to what
they would have earned in the absence of training. Measuring long-term earnings gains takes time.
However, in order to motivate behavior in the short run, a performance standards system must provide
quick feedback. As a result, performance standards systems must rely on proxy measures to estimate the
" long-run gains to participation. The same is true of educational performance systems. In the case of
JTPA and other similar programs, the proxy measures adopted consist of labor market outcomes such
as employment and wage rates measured at or shortly after termination from the program. Put
differently, the performance standards system uses short-term outcome levels in place of the long-term
changes in outcomes that are the program’s real objective. ’

Measuring performance by the outcome levels attained by trainees at, or shortly after, termination
from the JTPA program raises the issue of cream-skimming. Cream-skimming occurs when JTPA
program staff select persons into the program who are likely to do well in the labor market whether or
not JTPA training benefits them. Selecting persons into the program based on short-run expected
outcomes, or on the basis of observable characteristics that predict those outcomes, will increase training
center performance as measured by the short-run performance of its trainees. In this paper, we show that
the distributional and efficiency effects of cream skimming, and hence of a performance standards system
that induces it, depend critically on the relationship between trainees’ expected labor market outcomes
in the absence of training and their expected benefits from participating in JTPA. If outcome levels and
program benefits are positively related, and the costs of treatment are the same across skill levels, then
cream-skimming increases efficiency by encouraging bureaucrats to focus resources on those who beneﬁtA
most from JTPA training. The distributional effects of cream-skimming depend on this relationship as
well, for it indicates the efficiency cost (or benefit) to concentrating JTPA services on the least well off -
- called the "hard-to-serve" by JTPA administrators — within the population eligible for JTPA.

Using experimental data from the National JTPA Study, we present evidence on the link between
the gains to JTPA participation and the labor market outcomes that would occur in the absence of
participation. For most groups, the gain appears to be roughly constant over much of the skill or
advantage distribution within the current population of participants. Furthermore, only at the lowest end
of the skill distribution does there appear to be an efficiency loss from targeting program resources away

from the most employable. Thus, cream-skimming appears to produce modest efficiency gains.
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The second ingredient required for a successful performance standards system is that it must
motivate training centers to attain the standards. Pascal Courty and Gerald Marschke (1995a,b) and
Carolyn Heinrich (1995) demonstrate that the JTPA performance system successfully motivates the
bureaucrats governed by it. However, attainment of short-run targets does not ensure that the long-run
goals of the program are achieved. If the short-run targets in a performance standards system do not
predict the desired long-run impacts, then motivating program staff to meet them will not increase the
program’s attainment of social objectives. A performance standards system that adopts short-run
performance measures unrelated to or negatively related to the true objectives of the program will
eventually be called into question. Thus, the third key ingredient to an effective performance standards
system is that the proxy measures used to gauge bureaucratic performance must be related to the long run
goals of the program. For example, the use of test scores as a short-run performance measure in public
schools appears to effectively motivate teachers and school systems to improve student test scores. Test
scores clearly possess the first two ingredients just described. However, the success of educational testing
as a motivational device has led to concerns that test score gains may result from teachers and
administrators learning how to "teach to the test" rather than reflecting real gains in long-run student
achievement (see Koretz, 1994). To the extent that teaching to the test takes up time and other
educational resources that might otherwise be used to generate real gains in student achievement,
"successful” educational performance systems based on test scores may actually reduce the sustained
increases in student achievement that should be the schools’ real goal.

In this paper, we present empirical evidence on the link between the short-term outcome measures
set up as goals under the JTPA performance standards system and longer-run changes in participant
earnings and employment. Our resuits indicate that there is little relationship between the two. In many
cases, short-run outcomes appear to be negatively related to longer-run gains. These results have very
strong implications for the effectiveness of the JTPA performance standards system. They suggest that
too much attention has been paid to the issue of cream-skimming, and too little attention to the more
important question of whether the bureaucratic activity induced by the performance standards system
serves the end of increasing the earnings and employment of program participants in the long run.

The plan of the paper is as follows: In the next two sections, we describe the institutional
structure of the JTPA performance standards system and the data from the National JTPA Study that we
use in our analyses. In Section IV, we consider the efficiency and equity effects of the JTPA
performance standards system, while in Section V we present evidence on the relationship between the

short-run outcome measures used in the performance standards system and the long-run earnings and



employment gains experienced by program participants. In the concluding section, we summarize our
results and indicate their implications for the effectiveness of the JTPA performance standards system and

of other similar systems currently being proposed for application in many other government programs.

II. The JTPA Performance Standards System

In this section, we describe the structure of the JTPA performance standards system. This
description provides an institutional context for the empirical work that follows.! The federal
government, the states, and the more than 600 local JTPA training centers all play distinct roles in the
system. The federal government defines a set of core outcome measures that serve as a basis for the state
performance systems. These core measures have evolved somewhat over time, but consistently include
employment rates, either at termination from JTPA or 13 weeks after, and average wage rates among
those trainees who find employment. In the early years of the program (including the period when our
data were collected), there was a cost standard, which measured average training center costs per trainee
who obtained a positive outcome such as employment or enroliment in further school or training. This
standard is no longer used. Each program year, the federal government defines target levels, or
standards, for each outcome measure, and provides a regression adjustment model that allows states to
adjust the target performance levels to reflect differences in economic conditions and participant
characteristics across centers.

The individual states can adopt the federally-defined standards as offered, or else they can modify
and augment them within fairly broad limits. Many states add additional standards that provide incentives
to their training centers to serve particular sub-groups within the JTPA-eligible population. States also
have discretion, again within limits, to define the "award function®, the rule that determines the budgetary
rewards each training center receives as a function of its performance relative to the standards. These
functions vary widely across states along many dimensions, including the extent to which there are
threshold levels below which there is no reward, the extent to which performance above the target levels
leads to additional rewards, and the extent to which centers compete against each other for the awards.
All of the state systems share the characteristic that a center is never worse off for increasing the average

employment or wage rate among its trainees. For this reason, and because the employment and wage

! Longer descriptions of the JTPA performance standards system appear in Courty and Marschke
(1995¢), Katherine Dickinson, et al., (1988) and Janet Johnston (1987).
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rate standards typically receive the greatest weight in determining awards, we focus primarily on these
standards in our analysis.

The individual centers keep track of the labor market outcomes of their trainees, subject to state
and federal reporting rules. At the end of each program year, states gather the performance measures
for their training centers and determine the budgetary rewards they receive. Depending on the state,
these rewards can vary from a few percent of a center’s budget up to 20 or 30 percent. Centers value
these funds both because they allow additional persons to be served but also because they can be used
more flexibly than the centers’ regular budget allocations. The administrators and staff of training centers
that do well under the performance standards system receive additional benefits in the form of

professional recognition within the JTPA community and political recognition in their local areas.
III. Data

The data we use were gathered as part of the National JTPA Study, a recent experimental
evaluation of the JTPA program.? The experiment was conducted at 16 of the more than 600 training
centers in the JTPA system. At these centers, persons who applied to and were accepted into the
program were randomly assigned to either a treatment group allowed access to JTPA services or to a
control group denied access to JTPA services for the next 18 months. Background information including
demographic variables, educational attainment, work histories, indicators of previous training and of
participation in government transfer programs and family income and composition were collected at the
time of random assignment. Survey information on employment and earnings was collected around 18
months after random assignment and again for a sub-sample of the experimental group at around 30
months after random assignment.

IV. The Implications of Cream-Skimming for Efficiency and Equity in JTPA
The most frequent complaint directed against the JTPA performance standards system is that it

leads to cream-skimming. In most cases, such charges are unaccompanied by a clear definition of what
cream-skimming means, or by more than a cursory discussion of why cream-skimming is bad. Cream-

2 The design of the experiment is described in Fred Doolittle and Linda Traeger (1990). The
experimental impact estimates appear in Howard Bloom, et al., (1993) and Orr, gt al., (1994).
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skimming induced by the performance standards systems can affect both the efficiency with which JTPA
program services are allocated and how they are distributed among persons with different levels of skill
or advantage within the JTPA population.

In this section, we distinguish and make precise the different definitions of cream-skimming in
the literature. We link these definitions to the competing goals embodied in the JTPA legislation and
demonstrate the potential importance of cream-skimming for the attainment of these goals. Judging the
importance of cream-skimming is an empirical issue. We establish the empirical relationship between
the benefits from JTPA services and the location of JTPA clients in the overall skill distribution of current
program participants. Our evidence indicates that the empirical importance of cream-skimming may be
small relative to the attention it has received in the literature, because the benefits from JTPA
participation do not differ much by skill level, except possibly at the lowest skill levels, where the

impacts are lower.
1. Definitions of Cream-Skimming

The basic notion behind all the discussions of cream-skimming in the literature is that when
cream-skimming occurs, "less deserving" persons receive JTPA services than would have received them
in the absence of cream-skimming. In practice, “less deserving" often means persons who are less "hard-
to-serve” because they possess some or all of the skills necessary to obtain employment at good wages
in the absence of assistance from JTPA. It is important to note that all of the definitions of cream-
skimming in the literature are conditional on eligibility for JTPA. As a result, even the "cream” - those
who are most advantaged within the eligible population - live in families that either have low incomes,
or receive government transfers, or both.

Three logically distinct concerns are combined and confused under the general rubric of “cream-
skimming". The first is a concern about efficiency. This concern is motivated by the belief that the least
advantaged within the eligible population are the most likely to benefit from JTPA services. If so, cream-
skimming that reduces the participation of such persons in the program acts to reduce the net social
benefit obtained from the services provided.’

The second concern is about equity. In this view, there is a normative preference for providing

program services to the least advantaged, even within the already disadvantaged population eligible for

3 This assumes that the costs of providing JTPA services are uniform across skill levels.
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JTPA. This concern is independent of any efficiency concerns.

The third concern centers on discriminatory practices by program administrators in the admissions
process that may lead to the under-representation of certain groups among JTPA participants, irrespective
of where they lie in the distribution of skill or advantage. This concern is about fairmess, or
nondiscriminatory behavior. Regardless of whether efficiency or redistribution is adopted as the goal of
JTPA, the concern is that some persons might be excluded from the program on the basis of irrelevant
personal and group characteristics because of the wide latitude allowed to JTPA managers and case
workers in making enroliment and placement decisions.

Stated in this way, it is clear that the importance of each of these concerns is fundamentally an
empirical issue. In the first case, the efficiency effects of cream-skimming depend on the relationship
between the benefits of JTPA services and the position of trainees within the distribution of skill or
advantage of the JTPA-eligible population. If the (net) benefits of JTPA are positively reldted to skill
or advantage, then cream-skimming increases efficiency, while if they are negatively related, then cream-
skimming decreases efficiency. The equity concern depends indirectly on the same relationship, which
indicates the efficiency costs of induiging normative preferences for serving those at the low end of the
skill or advantage distribution. Finally, the third concern depends on patterns of participation conditional
on eligibility for and application to JTPA. Those patterns are discussed at length in James Heckman and
Jeffrey Smith (1995a,b).

2. The Conflicting Aims of JTPA

Like most acts of Congress, the legislation creating the Job Training Partnership Act (1982)
expresses apparently contradictory goals. Some of the prose in the Act states that training sponsored
under it should be "targeted toward the economically disadvantaged best able to use it." Other prose
states that training should be given to “the most difficult to employ among the economically
disadvantaged" (see Robert Guskind, 1988, Sar Levitan and Raymond Gallo, 1988, and Kathryn
Anderson, Richard Burkhauser, Jennie Raymond and Clifford Russell, 1991). At issue are the two major
arguments supporting government intervention in any area: first, that government programs should
promote efficiency and maximize the social surplus and second, that government programs should
redistribute resources toward the "truly needy” and toward those discriminated against by society at large.

The two clauses in the Act do not necessarily contradict each other. The goal of efficiency need
not necessarily conflict with the goal of serving the least advantaged, though it is sometimes perceived



that it does. The greatest economic and social benefit may be achieved by targeting the least advantaged
among the disadvantaged. For example, transferring resources to the most disadvantaged may counteract
market imperfections that prevent them from undertaking efficient investments in human capital. In this
case, the apparent contrast in the stated goals of the legislation actually represents two different ways of
stating the same objective, because pursuit of distributional objectives has no cost (and perhaps even
yields benefits) in terms of social output foregone. This is an instance of socially efficient redistribution.

Pointing out that the two goals need not conflict in theory does not mean that they do not conflict
in fact. Whether or not they do depends on the empirical relationship between the gains to participation
in JTPA and the trainee’s position in the distribution of skill or advantage within the JTPA-eligible
population. In this paper, we document that for certain groups, primarily adults, and especially adult
women, things are not so simple. There is a genuine trade-off between efficiency and equity for these
groups. One can redistribute by providing services to the most disadvantaged or one can maximize total
social output by focusing training resources on the least disadvantaged, but not both. However, even for
these groups, the efficiency loss from redistribution toward the least skilled is modest.

Given the empirical trade-off between the goal of efficiency and the goal of serving the most
disadvantaged, it is worthwhile to briefly consider the value of concentrating JTPA resources on those
at the low end of the skill distribution. For several reasons, such a focus may not make good policy
sense.

The argument that JTPA should focus on the most disadvantaged among its eligible population
tacitly assumes that JTPA is the only program available to help the poor. In fact, JTPA is far from being
the only training program providing services to this group. As documented by the National Commission
for Employment Policy (1995), numerous other employment and training programs exist to serve the
disadvantaged. In many cases, these programs provide services better suited to very low-skill individuals
than the classroom training in occupational skills and on-the-job training at private firms that are the
primary offerings of JTPA. These JTPA services presume levels of basic skills or of employability that
the most disadvantaged among the eligible often lack. In addition to numerous other training programs,
there are also many income and in-kind transfer program devoted to meeting the needs of the poor.
Failure by JTPA to train members of certain groups does not prevent them from being trained elsewhere,
nor does it condemn them to neglect.

It is sometimes argued that training fosters the work ethic, and that work is valuable even if the
investment in training is not economically efficient when measured in conventional terms. Social benefits
may be high even when economic benefits as measured by participant earnings are low. This argument

»

.

e



is an elusive one since social benefits are intrinsically subjective and thus difficult to establish any
consensus about. This argument is also incomplete. Even if society values having the most
disadvantaged work because of its beneficial effect on their families and on their communities, it does
not necessarily follow that training is the most effective way to promote work. As argued in Heckman,
Rebecca Roselius and Smith (1994) and Edmund Phelps (1994), employment subsidies may be a more
effective tool to promote work than training programs.

3. Cream-skimming and the JTPA Performance Standards System

Even if maximization of the net benefits to training were universally accepted as the goal of the
JTPA program and there were no discrimination by program officials, there might still be concerns about
the effects of cream-skimming engineered by the JTPA performance standards system. An ideal JTPA
program that maximized net benefits would raise the earnings of trainees at the lowest possible social
cost. The total budget allocated to this ideal JTPA program would be set to make the marginal social
opportunity costs of funds (including income foregone) equal to the marginal social returns. Implementing
this ideal program in practice requires information about two important counterfactuals, both of which
are difficult to measure. The first counterfactual is what the earnings of participants would have been
had they not participated. This is required to compute the gain in earnings resulting from participation.
The second required counterfactual is how the resources devoted to training would otherwise be used.
This counterfactual is needed to calculate the marginal social cost of achieving that gain. As shown in
Heckman and Smith (1995c) and elsewhere, both counterfactuals are required to evaluate the program
at the margin, yet both are in practice difficult to obtain.

Given the difficulty in directly measuring the economically appropriate constructs, it is natural
to turn to alternative measures that are related to the desired constructs but are less difficult to measure.
This was the course taken in the design of the JTPA performance standards system. As discussed earlier,
in that system, levels of outcome measures computed at the time trainees are terminated from the program
or ninety days after they are terminated are used in place of changes in the outcomes brought about by
the program. Average direct program costs are used in place of marginal social costs. Training centers
are rewarded for attaining the average outcome levels specified in the performance standards and not
(directly) for the impacts that they have on participant outcomes. When they were in place, the cost
standards component of the performance standards system rewarded centers for achieving these average

outcome levels with low direct average costs, rather than at low marginal social costs.



There need not necessarily be any conflict between efficiency and maximization of performance
under the JTPA performance standards system if outcome levels predict real gains from participation.
But because gains and levels need not be positively related within the JTPA-eligible population,
performance standards based on levels may cause persons to be admitted into the program who do not
contribute to maximizing the social surplus. However, if gains and levels are negatively related, and if
potential participants can estimate their expected gains from the program, then training centers will find
it difficult to cream-skim in practice because persons with high levels will not want to participate in the
program.

4. Evidence on the Relationship Between Gains and Levels

In this section, we use data from the National JTPA Study described earlier to examine how
program impacts are related to outcomes in the absence of training and to initial skill levels. As
discussed in Heckman (1992), Nancy Clements, Heckman and Smith (1993) and Heckman and Smith
(1995d), social experiments do not solve the fundamental evaluation problem that one cannot observe the
same person simultaneously in the treated (participant) and untreated (non-participant) states. Some
assumption must be made that relates a person’s outcome in the untreated state with that person’s outcome
in the treated state. The conventional approach is to assume that treatment effects are the same for
everyone irrespective of their outcome in either state.

Figures 1A-1D and 2A-2D, based on an analysis by Clements, Heckman and Smith (1993), relax
the assumption that participating in JTPA has the same effect for everyone but preserve one feature
consistent with that assumption, namely that a person’s rank in the distribution of outcomes in the treated
state is the same as their rank in the distribution of outcomes in the untreated state. Under this
assumption, the person with the best outcome in the treated distribution also has the best outcome in the
untreated distributiori, the person with the worst outcome in the treated distribution also has the worst
outcome in the untreated distribution, and so on.

Under this assumption, it is possible to use experimental data to derive the gross gain from
participating in the program for each rank in the treated or untreated outcome distributions. Using the
experimental data from the National JTPA Study, Figures 1A-1D plot the estimated gain (or loss) in
earnings in the 18 months after random assignment for persons at each percentile of the outcome
distribution in the two states. Figures 2A-2D plot the same thing, but using earnings for the 30 months
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after random assignment.® These figures relate program benefits to outcomes in the absence of training.
For example, for the adult women (age 22 and over) in Figure 1B, there is no impact up to about the
20th percentile. The treatment effect is flat and positive over the interval from the 20th to the 90th
percentile, after which there is a discernible increase in the estimated impact in the final decile. This
evidence suggests that among adult women, the greatest impacts are for those who would do well even
without training, while the smallest impacts are for those who would do poorly without training. In
between is a broad range over which the impact of the program is roughly constant. The 30 month
evidence in Figure 2B is similar, with the exception of a dip in the gains around the 85th percentile.’

The increase in the impacts in the last decile does not necessarily mean that it is efficient to screen
those persons into the program who would do the best without training. Their social opportunity costs
may be higher than those for other groups, as they will earn more even if they don’t participate. What
Figure 1B reveals is that the gains are modest and roughly constant over a broad range of untreated
outcomes, and that cream-skimming past the 20 percentile probably contributes little to efficiency. Past
the 20® percentile, the pursuit of distributional goals is not likely to entail substantial efficiency costs for
this group. However, a policy of targeting services at the bottom two deciles would likely entail
considerable efficiency costs.

With the exception of the graphs for young men, the figures for the other groups tell a similar
tale. For the adult men in Figure 1A, the curve is flat over the range from the 10th to the 50th percentile,
after which it takes a dip and then begins to rise. This pattern is only little changed at 30 months. For
young men, the curve is flat, but the estimated impacts are negative. For them the least harm comes
from targeting those who would do worst in the absence of training. Only for this group do distributional
objectives comport with efficiency considerations. A better policy, however, would be to deny services
to male youth entirely. For young women, the curve is very flat in both Figures 1D and 2D, indicating
no effect of the program and little scope for cream-skimming to affect the social surplus one way or the
other.

Tables 1 and 2 present experimental estimates of the mean impact of JTPA participation on total
earnings and employment in either the 18 or the 30 months after random assignment for the four

* The samples differ somewhat between the two sets of figures. The samples for the 18 month graphs
are the same as those used in Bloom, et al,, (1993). The sample for Figures 2A-2D consists of all
persons with valid self-reported earnings values for the 30 months after random assignment.

5 In work not reported here, we find that the difference between the 18 and 30 month patterns is not
an artifact of the change in sample composition.
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demographic groups just discussed.® The results are presented conditional on a variety of characteristics
related to human capital and employability. For each characteristic, we include the p-value from a test
of the null hypothesis of equal impacts across subgroups.

Results for adult males appear in Tables 1A and 2A. In general, the estimated impacts of JTPA
are not statistically distinguishable for subgroups based on labor force status, education, receipt of Aid
to Families with Dependent Children (AFDC) or time since most recent employment, each measured at
the time of random assignment. The sole exception is the 30 month earnings impacts conditional on labor
force status at random assignment. Here we find that men employed at random assignment have a higher
earnings impact than those out of the labor force at that time.

Impact estimates for adult women appear in Tables 1B and 2B. At 18 months there are no
statistically distinguishable' subgroup differences in the estimated impact of JTPA on earnings or
employment. At 30 months, there are statistically significant differences by AFDC receipt and time since
most recent employment in both earnings and employment impacts. The AFDC estimates indicate a
larger program impact for persons receiving AFDC at random assignment. The pattern of estimated
impacts for time since most recent employment is not monotone, but the largest point estimates are for
persons with some employment experience who had been out of work at least nine months as of random
assignment.’

The subgroup impact estimates indicate only small differences across skill levels in returns to the
program. For aduit men, there is some evidence that impacts are positively related to initial employment,
suggesting a positive relation between gains and levels. For adult women there is some evidence that
impacts are positively related to AFDC receipt, which suggests a negative relation between gains and
levels for this group. However, the overall impression is one of little difference in impacts across

subgroups of the participant population as a function of their observable earnings-related characteristics.
V. The Relationship Between Short-Run Outcome Measures and Long-Run Gains

In this section, we address the question of whether short-run performance measures of the type
used in the JTPA performance standards system predict long-run improvements in participant earnings.

¢ See the Appendix for a detailed discussion of the construction of the estimates.

7 We do not present estimates for youth because the sample sizes for the youth groups are too smail
for an analysis based on subgroups.
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Increasing the earnings of participants is the primary goal of the JTPA program. Because earnings
impacts are difficult and expensive to measure directly, the performance standards system relies on
alternative performance measures that are less difficult to obtain. As previously noted, these measures
consist of levels of earnings and employment at termination from the program or shortly thereafter. In
order for these alternative measures to guide training centers toward the true objective of earnings
maximization, they must have a positive relationship with later earnings gains. If they do not, then the
evidence in Courty and Marschke (1995a,b) and Heinrich (1995) that the performance standards alter
bureaucratic behavior indicates only that the standards have led program bureaucrats to take actions that
will not increase JTPA's effect on participant earnings.

Using the experimental data from the recent National JTPA Study, we now present evidence on
the link between short-run outcome measures like those in the JTPA performance standards system and
estimates of the longer term effect of the program on the earnings of participants. We find that the short-
run measures used in the performance standards system are at best weakly related to the longer-run
measures. In many cases, the short-run measures are negatively related to longer-run effects on earnings.
The disconnection between the short-run goals embodied in the performance standards system and the
program’s long-run goal of increasing the earnings of its participants calls into question the usefulness
of the current JTPA performance management system.

Tables 3 and 4 present estimates of the relationship between experimental earnings and
employment impact estimates and various short-term outcomes measured at selected dates after random
assignment.® These estimates are obtained from regressions using experimental impact estimates and
estimates of the short-run measures for overlapping subsets of the experimental sample. These subsets
are defined by characteristics such as training center, race, level of education and level of recent
employment experience. The regression is optimally weighted using the estimated covariance matrix from
the estimation of the subgroup impacts.

Given the evidence presented earlier that impacts are generally uniform across skill levels, we
report only aggregate estimates that do not condition on initial skill levels. The columns in the tables
present the various impact measures. The rows present various performance measures stated in terms
of levels that can be measured by the training center and their monitoring organizatidns. The first panel
of each table includes only measures that are actually used in the JTPA performance standards system.
The second panel of each table includes other measures based on outcomes at the time of random

8 See the Appendix for a detailed discussion of the construction of the estimates.
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assignment, termination from the program, or 13 weeks after termination. These measures are for
comparison purposes only; they are not used in the JTPA performance standards system. The A versions
of the tables refer to adult males. The B versions of the tables refer to adult females. As above, we do
not present results for youth as the samples sizes for the youth groups are too small for an analysis based
on subgroups.

The two columns in Tables 3 and 4 correspond to cumulated earnings or employment gains over
the eighteen and thirty month intervals. Each cell of these tables presents the regression coefficient
associated with the column’s dependent variable and the row’s independent variable, the estimated
(robust) standard error of the coefficient, the p-value from a test of the null hypothesis that the true
coefficient is zero and the R? for the regression. The constant from the regression is omitted to reduce
clutter.

Thus, for example, the first row of the first column of Table 3A reveals that a regression of
cumulative earnings over the 18 months after random assignment on the hourly wage at termination from
the JTPA program produces a regression coefficient on hourly wage of $465.41, with a standard error
of $395, a p-value of 0.2452 and an overall R? of 0.0328.

Four striking findings emerge from Tables 3A and 4A for adult men. First, the R? values are
quite low. The short-run performance standards measures are only weakly related to the long-run earnings
and employment gains produced by the program. Second, moving from wage measures at termination
to "longer-run" follow-up measures at three months after termination usually worsens the relationship
between the performance standard measure and the longer-run earnings or employment impacts. Third,
the performance measures often do worse at predicting the longer-run earnings gains cumulated over 30
months than at predicting earnings gains cumulated over only the first 18 months after random
assignment. Fourth, the relationship between some of the performance measures and the experimental
impacts is negative. The only evidence supporting the efficacy of short-run outcome measures is the link
between employment at follow-up and earnings, which is positive at 18 months and positive and
marginally statistically significant at 30 months.

Tables 3B and 4B reveal a similar pattern of results for adult women, except that the estimated
relationships are almost all negative. Most of the performance measures are weakly negatively related
to cumulated earnings and employment impacts measured over 18 and 30 months. The success of the
employment at follow-up measure found for adult males does not recur for adult females; for women,
the relationship is negative. In many cases, the short-term outcome measures held up as goals under the

JTPA performance standards system are perversely related to the longer-run participant earnings and
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employment gains which are the program’s primary objective.

V1. Conclusions

Performance standards systems that attempt to motivate bureaucratic behavior by rewarding
government workers, administrators or offices on the basis of short-run outcome measures are widely
viewed as a solution to the problem of inefficiency in government, despite the absence of any strong
evidence that such standards lead bureaucrats to increase their attainment of long-run program goals. In
this paper, we examine the effects of the JTPA performance standards system — widely cited as an
example for other programs to follow - on the efficiency and equity with which program services are
distributed among the eligible, and on the long run earnings and employment gains attained by program
participants.

The JTPA performance standards system must of necessity rely on short-run outcomes measured
in terms of levels as proxies for the longer run changes in outcomes that the program is intended to
produce. This focus on short-run outcomes gives bureaucrats an incentive to cream-skim, by admitting
persons likely to find employment at good wages in the short run whether or not they benefit from JTPA
services. The problem of cream-skimming by JTPA administrators has attracted a lot of attention in the
literature and in policy circles. We reduce the confusion surrounding cream-skimming as it is presently
discussed. By making clear the multiple definitions of cream-skimming used ‘in the literature, we show
the fundamentally empirical nature of the problem. Only with evidence about the relationship between
outcome levels and program gains can the efficiency costs (or benefits) associated with cream-skimming
be established, and only with such evidence can the efficiency costs of concentrating program services
on the least disadvantaged among those eligible for JTPA be judged.

We present empirical evidence from the recent experimental evaluation of JTPA that suggests that
for adults and for female youth, there is little efficiency loss associated with cream-skimming, because
the relationship between outcome levels and the benefits of program participation is generally flat, except
at the low end of the skill distribution. This also means that for these groups, satisfying distributional
concerns by targeting services to those at the middle of the skill distribution of current participants would
result in little, if any, loss in efficiency. For male youth, the effect of the program is negative overall,
but least negative for the least advantaged. For this group, efficiency and distributional goals coincide.

Empirically more important than the efficiency and distributional effects of cream-skimming
induced by the performance standards system is its effects on the longer-term earnings and employment
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gains experienced by participants. A positive link between the short-run measures employed in a
performance standards system and the longer-term effects that are the true goals of the program is a
critical prerequisite to the effectiveness of a performance management system. The weak and often
perverse relationship between the short-run outcome measures used in the JTPA performance standards
system and longer-run measures of the impact of the program on participant earnings and employment
reveals a fundamental weakness of the JTPA performance management system. Even if the system
motivates training centers to attain its short-run goals, the evidence presented here indicates that the
attainment of these short-run goals has no beneficial effecfs on participant earnings and employment.

The evidence presented in this paper shows that concerns about cream-skimming in JTPA are
exaggerated. Instead, critical attention needs to be devoted to the relationship between the performance
standards system and the earnings enhancement goals of the JTPA program. We find the link to be weak
or even negative, which suggests that the JTPA performance system is at best ineffective and at worst
is reducing the earnings gains achieved by the program’s economically disadvantaged clientele.
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TABLE 1A
EXPERIMENTAL EARNINGS IMPACT ESTIMATES BY SUBGROUP

Aduit Males
Eamings Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Assignment Assignment
Labor Force Status

P-value for test of equal 18-month impacts across subgroups: 0.0407 i
P-value for test of equal 30-month impacts across subgroups: 0.3469

Employed 2839.24 6328.20
( 1145.51) ( 4143.22)
p=_0.0132 p=_0.1271
Unemployed 718.84 3021.68
: ( 710.16) ( 2339.51)
p= 03115 p= 0.1969
Out of the Labor Force -2193.85 272572
( 1658.81) ( 4693.28) |I
p=_0.1861 p= 0.5616
Education

P-value for test of equal 18-month impacts across subgroups: 0.6077

P-value for test of equal 30-month impacts across subgroups: 0.7939
Highest grade completed < 10 680.26 1713.46
( 1193.62) ( 3935.62)
p= 0.5688 p= 0.6634
Highest grade completed 10-11 -64.77 -270.18
( 1020.79) ( 3516.67)
p= 0.9494 p= 09388
Highest grade completed 12 1438.13 552.70
( 793.68) ( 2729.26)
p= 0.0701 p= 0.839
Highest grade completed > 12 <92.00 4886.81
( 1238.21) ( 4155.34)
p= 09408 p= 02399

1. Nauoaal JTPA Study data used n estimation.
2. Moothly earmungs is based on self-reports with top 1% trimaung.

3. Least 3q pecit with Bloom esti of umpact.

4. Earnings unpacts are caleulaied usicg all sample members with valid observaucas for sclf-roported moathly eammgs durmg cach penod.

5. The sample includes 4886 valid ob joas foe the 18-month penod after random amigament and 1147 valid observations for the 30-moath period after random assigamsat.
6. Robust standard errors are used.

7. P-values within cclls are Gom tests of the null hypothesis that the umpact 13 zevo for each subgroup.
8. Run og July 19, 1995.



TABLE 1A - Continued
EXPERIMENTAL EARNINGS IMPACTS ESTIMATES BY SUBGROUP

Adult Males
Earnings Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Assignment Assignment

AFDC Recelpt at Random Assignment
P-value for test of equal 18-month impacts across subgroups: 0.5948
P-value for test of equal 30-month impacts across subgroups: 0.5794

Not Receiving AFDC 72273 2933.22
( 556.43) ( 181058)
p= 0.1941 p= 0.1055
Receiving AFDC -232.18 -274.82
( 1706.56) ( 5495.50)
p= 0.8918 p= 0.9601
Recent Employment

P-value for test of equal 18-month impacts across subgroups: 0.5995
P-value for test of equal 30-month impacts across subgroups: 0.6193

Currently employed 2668.20 3053.96
( 1230.61) ( 4174.11)
p=_0.0302 p= 0.4646
Last employed 0-2 months ago 816.36 6126.54
( 1091.14) ( 3637.23)
p= 04544 p= 0.0924
Last employed 3-5 months ago -425.61 1248.64
( 1162.99) ( 3794.83)
p= 07144 p= 07422
Last employed 6-8 months ago -5.65 <790.27
( 1824.51) ( 545391)
p=s 09975 p=_ 0.8848
Last employed 9-11 months ago 1191.58 -4914.31
( 2328.58) ( 7657.02)
p=_0.6089 p= 0.5211
Last employed 2 12 months ago 525.44 3885.63
( 1333.79) ( 4722.38)
p=_ 0.6936 p= 0.4108 J
Never employed -799.52 -6377.68
( 1606.04) ( 6242.27)
p= 0.6186 p= 03072
1. Natiooal JTPA Study data used w estmatson.
2. Moanthly casmngs 13 based on sclf-reports with top 1% tranmmg.
3. Least squares specification with B imator of eamings tmpsct
4.E anpacys are calculsted using all sample members with valid observatoas for sclf-reported hly cammgs during cach period.
S. The sample includes 4386 valid ob jous for the 18-moath penod after rendom assignment and 1147 valid observations for the 30-month period afier random assignmest,
6, Robust standard errors are asod.

7. P-valucs within cells arc from tests of the nufl hypotbesis that the impact is zero for each subgroup.
8. Run on July 19, 1995.
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TABLE 1B
EXPERIMENTAL EARNINGS IMPACT ESTIMATES BY SUBGROUP
Aduit Females
Earnings Impacts Measured Over:
- Group 18-Month Period 30-Month Period
After Random After Random
Assignment Assignment
° Labor Force Status
P-value for test of equal 18-month impacts across subgroups: 0.3919
P-value for test of equal 30-month impacts across subgroups: 0.5745
Employed 1223.78 1487.38
( 651.64) ( 2461.08)
p=_0.0605 p= 035458
Unemployed 507.42 428.84
( 507.92) ( 1715.10)
p= 0.3178 p= 0.8026
Out of the Labor Force 1543.72 3274.29
( 601.48) ( 2089.21)
p= 0.0103 p= 0.1174
Education
i P-value for test of equal 18-month impacts across subgroups: 0.6890
| P-value for test of equal 30-month impacts across subgroups:  0.4641
Highest grade completed < 10 1029.22 -2227.56
( 643.40) ( 2571.38)
p=_ 0.1097 p= 0.3876
Highest grade completed 10-11 1341.37 3088.46
( 592.06) ( 2179.51)
4 p= 0.0235 p= 0.1567
Highest grade completed 12 460.29 1503.23
( 469.73) ( 1711.16)
s p= 03272 p= 0.3799
Highest grade completed > 12 971.20 795.14
( 816.54) ( 2991.34)
p= 0.2343 p= 0.7908

1. Nauonal JTPA Study data used in estimauon.
2. Monthly carmings ts based on sclf-reponts with top |% trimmung.
X Leasi sq P joo with Bl of camungs upact.

4. Barmi ipacts are caleulated using al) sample members with valid obscrvations for self-reported monthly cammgs durmg cach period.
5. The samplo wcl 6272 valid ob for the 18-month penod afier random asnignment and 1273 valid obscrvatioas for the 30-moath penod after random sssigamest.
6. Robust standasd emrors arc asod.

7. P-values within cells ase from tests of the null hypothesis that the cmpact i3 2cro for cach sabgroap.
8. Run ca July 19, 1995.



TABLE 1B - Continued I
EXPERIMENTAL EARNINGS IMPACT ESTIMATES BY SUBGROUP

Adult Females
==
Earnings Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Amlgnmem Assignment

AFDC Recelpt at Random Assignment
P-value for test of equal 18-month impacts across subgroups: 0.7224
P-value for test of equal 30-month impacts across subgroups: 0.0371

Not Receiving AFDC T12.26 -947.01

( 392.05) ( 1462.17) II
= 0.0693 p= 05173

Receiving AFDC 924.57 3624.35 "
( 451.07) ( 1631.02)
p= 0.0404 p= 0.0265

Recent Employment
P-value for test of equal 18-month impacts across subgroups: 0.8614 . .

P-value for test of equal 30-month impacts across subgroups: 0.0492

Currently employed 1104.08 396.24

( 721.42) ( 2851.27)

p=_0.1260 p=_ 0.8895
Last employed 0-2 months ago 594.01 979.22

( 713.69) ( 2485.38)

p=_0.4053 p= 0.6937
Last employed 3-5 months ago 171.44 -7677.17

( 95391) ( 343531)

p= 08574 p= 0.0256
Last employed 6-8 months ago 1874.38 975.22

( 1175.53) ( 3721.12)

p= 0.1109 p= 07933
Last employed 9-11 months ago 1679.73 5244.59

( 1311.91) ( 4437.63)

p=_0.2005 p= 02375
Last employed 2 12 months ago 1304.36 4919.73

( 587.15) ( 2020.46)

p=_0.0264 p= 00151
Never employed 610.59 -2490.44

( 609.42) ( 2763.46)

p= 03164 p= 0.3677

1. Natiotal JTPA Study data uscd in estimauoa.
2. Moazhly carnings is based oo self-reports with top 1% onming.
3. Least squares specification with Bloom estamator of exmmgs inzpact.

4. Earnings impects are calculated using all sample members with valid observaucas for self-repored ki g3 during cach period.
S. The samplc mcludes 6272 valid ob jons foe the 18-month period after random assigmment and 1273 valid oboervations for the 30-month period after random sssigameat.
6. Robust standard crrors are osed.

7. P-valucs within acils are from tcas of the oull bypethesis that the &mpact is zcro for cach subgroup.
8. Run oa July 19, 1995,



TABLE 2A
EXPERIMENTAL EMPLOYMENT IMPACT ESTIMATES BY SUBGROUP ‘L

Adult Males
Employment Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Assl:_gnmem Assignment
Labor Force Status
P-value for test of equal 18-month impacts across subgroups: 0.2679
P-value for test of equal 30-month impacts across subgroups: 0.6517
Employed 0.0300 0.0005
( 0.0166) ( 0.0194)
p= 0.0703 p= 09780
Unemployed 0.0056 0.0180
( 0.0105) ( 0.0125)
p= 0.5920 p= 0.1495
Out of the Labor Force -0.0163 0.0289
( 0.0262) ( 0.0281)
p= 0.5341 p= 0.3042
Education

P-value for test of equal 18-month impacts across subgroups: 0.9587
P-value for test of equal 30-month impacts across subgroups: 0.7206

Highest grade completed < 10 0.0114 0.0403
( 0.0203) ( 0.0225)

p= 05736 p= 0.0730

Highest grade completed 10-11 0.0120 0.0134
( 0.0163) ( 00188)

p=_ 04639 p= 04771

Highest grade completed 12 0.0030 0.0105
( 00119) ( 0.0141)

p=_ 07995 p= 0.4584

Highest grade completed > 12 0.0116 0.0201
( 00172) ( 0.0221)

p= 0.5006 p= 0.3626

_

1. Natonal JTPA Study data used wn estimatioa.
2. Least squares specitication with Bloom esumator of employment unpact.

. Employment unpacts are caleulated based upon scif-reports of gs 23 2 p ge of all sample members with valid observations for self-reported monhly
carumnygs during cach penod.
4. The sample cludes 4886 valid Tvations for the 18-month pentod after random assigument and 1147 valid obscrvations for the 30-maath period after random assigumeat.

S. Robust standard emrors arc used.
6. P-values withun colls are from tests of the null bypothesus that the impact is zero for cach subgroap.
7. Run ea July 19, 1995.



TABLE 2A - Continued

EXPERIMENTAL EMPLOYMENT IMPACT ESTIMATES BY SUBGROUP

Adult Males
Employment Impacts Measured Over:
Group 18-Month Period 30-Month Perlod
After Random After Random
Assignment Assignment

AFDC Receipt at Random Assignment
P-value for test of equal 18-month impacts across subgroups: 0.3813
P-value for test of equal 30-month impacts across subgroups: 0.6678

Not Receiving AFDC 0.0122 0.0161
( 0.0085) (. 0.0099)

p= 0.1493 p= 0.1027

Receiving AFDC -0.0132 0.0306
. ( 0.0278) ( 0.0322)

p=_0.6340 p= 03423

Recent Employment
P-value for test of equal 18-month impacts across subgroups: 0.9112
P-value for test of equal 30-month impacts across subgroups: 0.7010

Currently employed 0.0176 -0.0134
( 0.0178) - ( 0.0212)

p= 0.3245 p= 0.5269

Last employed 0-2 months ago 0.0168 0.0205
( 0.0152) ( 0.0180)

p= 0.2674 p= 0.2531

Last employed 3-5 months ago 0.0037 0.0119
( 00176) ( 0.0209)

p=_0.8346 p= 05702

Last employed 6-8 months ago -0.0135 0.0312
( 0.0256) ( 0.0296)

p=_0.5969 p= 02912

Last employed 9-11 months ago 0.0163 0.0098
( 0.0384) ( 0.0478)

p= 06717 p= 0.8376

Last employed 2 12 months ago 0.0284 0.0475
( 0.0224) ( 0.0257)

p= 0.2041 p= 0.0644

Never employed 0.0017 0.0145
( 0.0295) ( 0.0319)

p= 09539 p= 0.6484

1. Nationa} JTPA Study data used in esumstion.
2. Least squares specification with Bloom estimator of cmployment uxpact.
1. Empt lated based upoa self-reports of ings as a p ge of all sample members with valid obssrvatons for self-reposted monthly

eunm;sdumnac'hpm::.
4. The sampie mcludes 4886 valid ob for the 18-month perod after racdom assigazent and 1147 valid observatons for the 30-moath period aftcr random assignmoat.
5. Robust standard errors are used.

o, P-values within cells are from tests of the cull bypothesia that the impact is zeto foe each sabgroup.

7. Run on July 19, 1995.
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TABLE 2B
EXPERIMENTAL EMPLOYMENT IMPACT ESTIMATES BY SUBGROUP
Adult Females
_—
Employment Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Assignment Assignment
Labor Force Status
P-value for test of equal 18-month impacts across subgroups: 0.4715
P-value for test of equal 30-month impacts across subgroups: 0.2286
Employed 0.0017 -0.0158
( 0.0135) ( 0.0168)
p= 0.8967 p= 03493
Unemployed 0.0112 0.0184
( 00112) ( 0.0128)
p= 0.3149 p= 0.1504
Out of the Labor Force 0.0274 0.0184
( 0.0160) ( 0.0188)
p= 0.0878 p= 0.3280
Education
P-value for test of equal 18-month impacts across subgroups: 0.8149
P-value for test of equal 30-month impacts across subgroups: 0.4646
Highest grade completed < 10 0.0135 0.0175
( 0.0164) ( 0.0182)
p= 0.4087 p= 03373
Highest grade completed 10-11 0.0289 0.0246
( 0.0147) ( 0.0171)
p=_0.0493 p= 0.1512
Highest grade completed 12 0.0129 -0.0053 II
( 0.0109) ( 0.0129)
p=_023%0 p=_0.6803
Highest grade completed > 12 0.0115 0.0209
( 00172) ( 0.0211)
= 0.5062 = 03234

ge of all ssmplc members with valid observatoas for seif-reposted moathly

for the 18-month peniod after random assigrmnent and 1273 valid obscrvatons for the 30-moath period after random sssigomest.



TABLE 2B - Continued
EXPERIMENTAL EMPLOYMENT IMPACT ESTIMATES BY SUBGROUP
Adult Females

—_— |

Employment Impacts Measured Over:
Group 18-Month Period 30-Month Period
After Random After Random
Assignment Ass@mem

AFDC Receipt at Random Assignment
P-value for test of equal 18-month impacts across subgroups: 0.0277
P-value for test of equal 30-month impacts across subgroups: 0.2607

Not Receiving AFDC 0.0028 0.0026
( 0.0087) ( 0.0105)
p= 0.7507 p= 0.8084
Receiving AFDC 0.0343 0.0211
( 0.0113) ( 00127)
p= 0.0025 p= 0.0973
Recent Employment

P-value for test of equal 18-month impacts across subgroups: 0.5708 j
P-value for test of equal 30-month impacts across subgroups: 0.0139 |

Currently emploved 0.0138 0.0056
{ 00151) ( 0.0197)
p= 0.3589 p= 0.7751
Last employed 0-2 months ago 0.0099 0.0060
( oo1s6l) ( 0.0181)
p= 0.5365 p= 0.7387
Last employed 3-5 months ago -0.0063 -0.0589 |
( 0.0199) ( 0.0220)
p= 0.7514 p= 0.0074
Last employed 6-8 moaths ago 0.0451 0.0502
( 0.0263) ( 0.0305)
p=_0.0860 p= 0.0997
Last employed 9-11 months ago 0.0310 0.0636
( 0.0305) ( 0.0382)
p= 0.3092 p=_0.0958
Last employed 2 12 months ago 0.0341 0.0347
( 0.0155) ( 0.0180)
p= 0.0285 p= 0.0539
Never employed 0.0335 -0.0059
( 0.0168) ( 0.0191)
p= 0.0467 p= 0.7558 =||
1. Nauoaal JTPA Study data used wm estimation.
2. Least squares speci with Bloom esti of employment impact.
i, Emp pacts are calculated based upoo self-reports of 0o g3 as 2 p ge of all sample members with valid obeervations for scif-reported moathly
canungs dunng cach penod.
4. The sampie uxcludes 6272 valid obx for the 18- h penod after random assigoment 2ad 1273 valid obscrvatioas for the 30-moath period after random assigament.

S, Ronust sanazsd errors ase used.
6. P-values withun cells are Grom tests of the null hypothess that the ampact s zero for each subgroup.
7. Run ca July 19, 1995.



TABLE 3A
DETERMINANTS OF EARNINGS IMPACTS OF PARTICIPATION IN JTPA
Adult Males
e e ———————]
Earnings Impact Measured Over:
18-Month Period After 30-Month Period After
Actual JTPA Performance Standards Random Assignment Random Assignment
Hourly Wage at Time of Termination 465.41 -1405.68
( 394.76) ( 1653.30)
p= 02452 p= 0.4001
R’= 00328 R*= 00173
Weekly Earnings at Time of Follow-up 6.74 -20.76
( 742) ( 3L79)
p= 0.3690 p= 05174
R*= 0.0197 R*= 0.0103
Employment at Time of Termination 2542.99 3673.71
( 1384.72) ( 5869.08)
p= 0.0737 p= 0.5349
R%*= 0.0778 R?= 0.0097
Employment at Time of Follow-up 2579.24 18716.00
( 2486.91) ( 9842.28)
p= 03058 p= 0.0643
” R*= 0.0256 R*= 00810

TABLE 3A
DETERMINANTS OF EARNINGS IMPACTS OF PARTICIPATION IN JTPA
Adult Mates

Earnings Impact Measured Over:
18-Month Perod After 30-Month Period After
Other Short-Run Measures Random Assignment Random Assignment
Hourly Wage at Time of Random Assignment 756.15 -1813.07
( 367.69) ( 1574.18)
p= 0.0461 p= 0.2561
R*= 0.0935 R*= 00313
Weekly Earnings at Time of Random Assignment 29.79 -2.69
( 1062) ( 47.03)
p= 0.0076 p= 09547
R*= 0.1611 R*= 0.0001
Employment at Time of Random Assignment 3757.22 18678.00
( 2037.89) ( 813692)
p= 00725 p= 0.0269
: R*= 0.0766 R*= 0.1139
Weekly Earnings at Time of Termination n 5.12
( 898) ( 3829)
p= 0.6807 p= 0.8943
R*= 00042 R?= 0.0004
Hourly wage at Time of Follow-up 239.67 -823.90
( 399.11) ( 1657.69)
p= 05515 p= 06218
R*= 0.0087 R%*= 0.0060

1. Nauoaal JTPA Study data ased m estanaticn.

lAcm:lJTPAPerfommMcmmbﬁmduﬁoﬂm

Hourly Wage at Pl the gc wage at program termunation for employed adul

Weeuy&mu%ﬂphmpw?‘ﬂzlnpdwuwbmmmmdﬂmhuhmm
Rate at Pl

Emp!oymz Ratz st Follow-ap: the fraction of adults who were euplo)odu wocks aftcr program termination.

3. in our anslyss, emplmnmma!mlmdhuedwthemmwamofnobmuw:thnlOdw:o!eaﬁ fi
tnl.lw- Hwiy calculated bascd on the highest dmwgpmmmwmwmsoanummm Wukly
m“ cal y tarepag o ofh:ﬁymggumdnm worked per woek acrass all reported job spolls withm 30 days of each referencs date

the
wwwme &md&”&yvmmdbynchpb
4. Run oa July 20. 1995.




TABLE 3B

DETERMINANTS OF EARNINGS IMPACTS OF PARTICIPATION IN JTPA

Adult Females

Earnings Impact Measured Over:
: 18-Month Period After 30-Month Perlod After
Actual JTPA Performance Standards Random Assignment Random Assignment
Hourly Wage at Time of Termination -577.61 -1729.66
( 304.00) ( 1280.64)
p= 0.0645 p= 0.1842
R*= 0.0809 R*= 0.0426
Weekly Earnings at Time of Follow-up -3.74 -12.05
( 878) ( 36.54)
p= 0.6726 p= 07432
R*= 0.0044 R*= 0.0026
Employment at Time of Termination -117.72 -2065.61
( 941.92) ( 3928.63)
p= 09012 p= 0.6019
R*= 0.0004 R*= 0.0069
Employment at Time of Follow-up 1513.28 -1873.03
( 1482.04) ( 6236.83)
p= 03132 p= 07655

R®= 0.0248

R*= 0.0022

TABLE 3B
DETERMINANTS OF EARNINGS IMPACTS OF PARTICIPATION IN JTPA
Aduit Females
Earnings Impact Measured Over:
18-Month Period After 30-Month Period After
Other Short-Run Measures Random Assignment Random Assignment
Hourly Wage at Time of Random Assignment -688.90 -2845.35
( 308.62) ( 1321.78)
p= 00311 p= 0.0373
R*= 01084 R*= 0.1015
Weekly Earnings at Time of Random Assignment 224 4.32
( 1242) ( 5145)
p= 08578 p= 09336
R*= 0.0008 R®= 0.0002
Employment at Time of Random Assignment 511.33 -6250.53
( 1314.50) ( 5417.38)
p= 0.6993 p= 02553
R*= 0.0037 R*= 00314
Weekly Earnings at Time of Termination 9.20 -2091
( 1020) ( 42.35)
p= 03725 p= 06240 "
R*= 00194 R*= 0.0059
Hourly wage at Time of Follow-up 31224 -1283.42
( 319.96) ( 1316.65)
p= 03348 p= 03354
R*= 00227 R*= 0.0226

1. National JTPA Study data used @ estimstion.

LAmalﬂ'PAMommMemmdsdmdnldlm: 5

Hourly Wage at Pl wage at

for employed edults.
Weekly Ezmings at Fdhv-ur. ?;mp u:fcﬁwoguh&lu who were employed 13 woeks afier program enmnson.

Employmeat Rate at Pt

wmmhahuwmphmdwummwnthumm

3. In car analysis,
m«fdlow-cp. H

raws were calcalated based oa the presenos or abescacs of a job
nmmwcﬂmundomhcw

ing the product of houdy wages and worked per wock across all

boary wage for all job spells

mwwmﬁmammywmww Job spell.

4. Run on July 20, 1995.

mu-msoaporacnnmm«m:mmum
reporied within 30 days of each reftvence dato
roparied job spells withm 30 days of each reforence date



TABLE 4A
DETERMINANTS OF EMPLOYMENT IMPACTS OF PARTICIPATION IN JTPA
Adult Males
Employment Impact Measured Over:
18-Month Period After 30-Month Period After
Actual JTPA Performance Standards Random Agi_g_nment Random Assignment
Hourly Wage at Time of Termination 0.003 -0.005
( 0.005) ( 0.010)
p= 04914 p= 06230
R*= 0.0116 R*= 0.0059
Weekly Earnings at Time of Follow-up 0.000 -0.000
( 0.000) ( 0.000)
p= 09921 p= 0.3274
R*= 0.0000 R*= 0.0234
Employment at Time of Termination 0.005 -0.059
( 0017) ( 0.034) H
p= 0.7559 p= 0.0850
R = 0.0024 R*= 00723
Employment at Time of Follow-up 0.050 0.021
( 0.028) ( 0.061)
p= 00848 p= 07338
R = 0.0707 R*= 0.0029
TABLE 4A
DETERMINANTS OF EMPLOYMENT IMPACTS OF PARTICIPATION IN JTPA
Adult Males
Employment Impact Measured Over:
18-Month Period After 30-Month Period After
Other Short-Run Measures Random Assignment Random Assignment
Hourly Wage at Time of Randotn Assignment 0.003 0.004
( 0.004) ( 0010)
p= 04747 p= 07019
R*= 00125 R*= 0.0036
Weekly Earnings at Time of Random Assignment 0.000 0.000
( 0.000) ( 0.000)
p= 0.4983 p= 03073
R*= 00113 R*=_ 00254 ,#
Employment at Time of Random Assignment 0.027 -0.032
( 0024) ( 0.050)
p= 02668 p= 0.5335
R*= 0.0300 R*= 0.0095
Weekly Earnings at Time of Termination -0.000 -0.000
( 0.000) ( 0.000)
p= 07201 p= 09339
R%= 0.0032 R*= 0.0002
Hourly wage at Time of Follow-up 0.001 -0.006
( 0.005) ( 0010)
p= 07728 p= 05626 r
R*= 00021 R*= 0.0082 |

1. Nationa) JTPA Study data used in cszimation.

2 Actoal JTPA Petfomm Measures arc defined as follows:
Hourly Wage at Pl the gC wage at pr ion for
Weeldy Emplgymm at Follow-u& the avwxg} \veekly wage of .mxu who were en:ployed 13 wecks aftcr program terminatica.
Employment Rate at P
Employmcot Rate at Follow-up: the fraction of .m!u who were emplayed 13 wocks after program ternxnation.

3. ln our analysis. cmploymenz rates were calculated based oa the presence or abscoce of a job spetl within 30 days of each ref: dates

um.ocfallmz-up asmiymgumuladawd based on the hughest nm;dhouly wago fwau)obq;clh reported within 30 days of cach reference date. Weekly
carnings were calculated by averaging the product of bourly wages and worked per week across all reported job spells withm 30 days of each referencs date
weighted by the fraction of the 30-day wndow spanned by each job spell.

4. Run oa July 19, 1995.



TABLE 4B
DETERMINANTS OF EMPLOYMENT IMPACTS OF PARTICIPATION IN JTPA
Adult Femates
Employment Impact Measured Over:
18-Month Period After i 30-Month Period After
Actual JTPA Performance Standards Random Assignment I Random Assignment
Hourly Wage at Time of Termination -0.018 -0.010
i ( 0.008) ( 0011)
K p= 0.0202 p= 0.3559
g R= 0.1246 R%= 0.0208
E Weekly Earnings at Time of Follow-up " 0.000 -0.060
| ( 0.000) ( 0.000)
p= 02728 p= 0.3277
R*= 0.0293 R*= 0.0234
Employment at Time of Termination -0.023 -0.029
( 0.023) ( 0033)
p= 03213 p= 0.3767
R*= 0.0246 R*= 0.0196
Employment at Time of Follow-up -0.067 -0.024
( 0.037) ( 0053)
p= 0.0767 p= 0.6521
R*= 0.0745 R*= 0.0050
TABLE 4B
DETERMINANTS OF EMPLOYMENT IMPACTS OF PARTICIPATION IN JTPA
Adult Females
Employment Impact Measured Over:
18-Month Period After 30-Month Period After
Other Short-Run Measures Random Assignment Random Assignment
Hourly Wage at Time of Random Assignment -0.023 -0.012
( 0.008) ( 0012)
p= 0.0055 p= 03372
1 Ri= 01732 RP= 00225
| Weekly Earnings at Time of Random Assignment -0.000 -0.000
( 0.000) ( 0.000)
p= 02653 p= 06742
R*= 00302 R*= 0.0044
Employment at Time of Random Assignment -0.075 -0.050
( 0031) ( 0.045) J J
p= 0.0214 p= 02898
: R*= 0.1225 R*= 00213
Weekly Earnings at Time of Termination -0.001 -0.001
t 0.000) ( 0.000)
p= 0.0177 p= 0.1511
R*= 0.1296 R*= 0.0496
Hourly wage at Time of Follow-up -0.008 -0.008
( 0.008) ( 0011)
p= 03382 p= 04914
R*= 00224 R*= 00116
1. Nauonal JTPA Study data uscd o csumauon.
2, Acwal JTPA Performance Measures are &ﬁnedn follows:
Hourly Wage at Pl the wage for exmployed adl!
Weckly Employmut at Follow-up: e average weeuy wage of adults who were mluycd 13 weeks after program terminstion.
Rate at Pl the fra of adults d 2t ProOgram termmnztion.
Employment Rate st Fellw-up:hhcuonohmmvbomm!mdla weeks after program teronation.

1 in var 208 raies were calculated besed o the prescace or absence of a job speil within 30 days of cach refe date

oL, 1t iollo\v-up. Houﬂy wages were calculsted based oa the tughest reponed hourly wage for all job spells re pomdwuhn}Odaynolewhufavmd:u Weckly
duct of bourdy wages and bours worked per week across all reported job spells withm 30 days of each reference date

wehied: tw :he fracton of the 30-dav wmdow spanned by each job spell.

2, Rugi oo dudy 1v, 1995,
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Figure 1A
Treatment — Control Differences at Percentiles of the

18 Month Eamings Distribution

Perfect Positive Dependence Case
Adult Males — Full Sample

Difference
5000

4000

3000 -

---------------------

10th/ioth  20th/20th  30th/30th  40th/40th  SOthSOth  60th/60th  70thv70th  80BVBOth  SOtVSOth
Percentile (Control/Treatment)

1. Sample consists of ABT's experimenta! 18 —month study sample
2. ABT imputed values were used in place of outlying values
3.Stnndardorromforﬂ1oquanﬂleaaroobtalneduslt\gmqﬁ described In Csorgo (1983).
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, Figure 1B
Treatment — Control Differences at Percentiles of the

18 Month Eamnings Distribution

Perfect Positive Dependence Case
Aduit Females — Full Sample

Difference
4000 -
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1000 -

—1000

10th/i0th  20th/20th  30th/30th  40th/aoth  SO0th/SOth  6Oth/60th  70th/70th  80th/B0th  8O0th/B0th
Percentile (Control/Treatment)
1. Sample consists of ABT's experimental 18 —month study sample

2. ABT imputed values were used In place of outlying valuer
‘. 3. Standard emors for the quantiles are obtained using methe.. described in Csorgo (1993).



Figure 1C
Treatment — Control Differences at Percentiles of the

18 Month Eamings Distribution
Perfect Positive Dependence Case
Male Youth — Full Sample

Difterence
3000 -

2000 -

) I I | 1 1 ! ! 1 1 1 1 1 i | T ! 1 I

10th/ioth  20th/20th  30th/30th  4Oth/40th  50th/S0th  60tVEOth  70HV70th  B0th/80th  80th/S0th
Percentile (Control/Treatment)

1. Sample consists of ABT's experimental 18 —month study sample
2. ABT imputed values were used in place of outlying value

- 3. Standard emors for the quantiles are obtained using methdts described In Csorgo (1883).



Figure 1D
Treatment — Control Differences at Percentiles of the

18 Month Earnings Distribution
Perfect Positive Dependence Case
Female Youth — Full Sample

Difference
2000

1000 -

-1000
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[N [ e [ e e e T T 71 |
10th/ioth  20th/20th  30th/30th  40th/40th  50th/50th  60th/60th  70th/70th  80th/80th  80th/90th

Percentile (Control/Treatment)

1. Sample consists of ABT's experimental 18 —month study sample
2. ABT imputed values were used in place of outlying values

3 Standard emors for the quantiles are obtained using metht  described in Csorgo (1993).



Figure 2A
Treatment — Control Differences at Percentiles of the
30 Month Eamings Distribution
. Petfect Posliive Dependence Case
Adult Males — Full Sample

16000
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Percentile (Control/Treatment)

1. NJS eperimental data. wmddmmmm;uotmw-wmm
zsuwummuqmmmmmmwunmm.
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Figure 2B
Treatment — Control Differences at Percentiles of the

30 Month Earnings Distribution
Perfect Positive Dependence Case
Adult Females — Full Sample

Difference
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Percentile (Control/Treatment)

1. NJS experimental data. Sample consists of all persons with 30 months of valid self—-reported eamings data.
2. Standard emors for the quantiles are obtained using methods described in Caorgo (1893).

- . —



Figure 2C
Treatment — Control Differences at Percentiles of the

30 Month Earnings Distribution
Perfect Positive Dependence Case
Male Youths — Full Sample

Difference
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10M/10th  20Uv20th  30UV30th  40tVAOth  SOHVSOth  GOtVGOth  7OUVIOh  B0tVBOth | 9OtVBOHh
Percentile (Control/Treatment)

1. NJS exporimental data. Sample consists of all persons with 30 months of valid self—reported eamings data.
2. Standard enors for the quantiles are obtained using methods described in Ceorgo (1899).
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Figure 2D
Treatment — Control Differences at Percentiles of the

30 Month Earnings Distribution

Perfect Positive Dependence Case
Female Youths — Full Sample

Difference
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1. NJS experimental data. Sample consists of all persons with 30 months of valid self—reported eamings data.
2. Standard erors for the quantiles are obtalned using methods described In Csorgo (1893).

-~



	Western University
	Scholarship@Western
	1996

	The Performance of Performance Standards: The Effects of JTPA Performance Standards on Efficiency, Equity and Participant Outcomes
	James J. Heckman
	Jeffrey Smith
	Citation of this paper:


	tmp.1459179915.pdf.vVWUy

