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1. Introduction

In the last two decades U.S. policies have moved from the use of incentives to the use of
sanctions to promote work effort in social programs. This shift in orientation in public policies has
been documented by Jencks (1992), who, like Murray (1984), argues that it has been based, in
part, on the perception that these programs are riddled with abuse. Surprisingly, except for
anecdotes, there is very little systematic evidence of the extent to which sanctions applied to
abusive use of social entitlements result in greater work effort.

In this paper we report the results of the only field test of which we are aware that uses
randomized trials to measure whether stricter enforcement and verification of work search
behavior alone decreases unemployment claims and benefits paid in the U.S. unemployment
insurance (Ul) program. These experiments, which we implemented in four sites in Connecticut,
Massachusetts, Virginia, and Tennessee, were designed to explicitly test claims based on
nonexperimental data, summarized in Burgess and Kingston (1987), that a prime cause of
overpayments is the failure of claimants to actively seek work.

Our results provide no support for the view that the failure to actively search for work has
been a cause of overpayments in the Ul system. These results provide a much needed
complement to the results of other Ul system experiments reported by Meyer {1995), who first
brought these unique field experiments to broad attention. The treatments in the experiments
Meyer (1995) surveys, which he reports were cost effective, incorporated elements of both work
search verification and a system designed to teach workers how better to search for jobs. The
experiment reported here incorporated only the element of work search verification, and we find
that the treatments provided no benefits. Taken together, the results of both sets of experiments
imply that providing workers with subsidized job search assistance may be a relatively
inexpensive way to provide cost effective, but small, benefits to both workers and society.

In the remainder of the paper we first describe our experimental design, the nature of the

experimental treatment, and our data collection procedures. Since randomization is so important

! See also Kingston, Burgess, and St. Louis {1986) and Wolf and Greenberg (1986)



for our estimation procedure, and since there is some evidence that several field experiments
have not been properly randomized, we next report tests of the effectiveness of our simple
randomization technique. Finally, we report the effect of the experimental treatment on claimant

qualification rates, benefit payments, and claim durations.
1. Research Design, Experimental Treatment, and Data Collection Procedures

A. The Treatments

In each state, the treatment consisted of a number of new steps in the processing of
initia! claims for unemployment insurance prior to the issuance of the first check® The new steps
were implemented via supplemental questionnaires and reviews, as additions to or modifications
to the pre-existing procedures. Claimants in the control group were processed via the pre-
existing procedures. As a result, the number of new procedures in the treatment varied across
states, reflecting the differences between the pre-existing procedures in these states. A diagram
representing the application processing procedures in the treatment and control group is
contained in Figure 1, and provides a helpful way to describe the experiments.

As Figure 1 indicates, there were, in fact, two treatment groups:

Overall treatment group (Group 1). The overall treatment group was treated differently

from the control group in two ways. First, as Figure 1 indicates, some processes that were
provided to the control group at the secand visit to the Ul office were instead provided at the first
visit. The main part of the process that was provided earlier to the treatment group was the
administration of the Benefit Rights Interview (BRI), wherein the claimant's responsibility to
actively search for work as well as other responsibilities are explained.

Second, some processes were provided to all members of the overall treatment group
that were not provided to the control group at all. All the members of the overall treatment group

(Group 1) received an expanded initial eligibility questionnaire designed to explore whether the

2 This is an important difference from the design of other Work Search Experiments where the treatment was in general
provided after issuance of the first check or later.



claimant meets the able and available requirement” or has other relevant income. In addition, at
the initial visit, the active search for work requirement was emphasized to the claimant, and the
claimant received a series of forms (the work search plan, the work search instruction sheet and
the work search report form). The claimant was instructed to begin an immediate active work
search and was informed that such search is subject to verification. In addition, at the initial visit,
the treatment group received and completed a work history form, listing all relevant base-period
employment and wages. This form was used to make an extensive review of the accuracy of the
monetary determination at the time of the second visit to the Ul office.

Work Search Verification Treatment {Group 3). For part of the control group

(Group 3) an additional aspect of the treatment involved an actual verification that the
claimant undertook the job search. To do this, at the second visit to the Ul office the
completed work search report form was reviewed to evaluate the appropriateness of the
claimant's work search. In addition, job search contacts of a random sample of the
treatment group were verified by telephone before the first check was issued.

Table A-1 in the appendix summarizes the major differences across states
between the experimental procedures and the existing state's procedures. Applicants in
the treatment groups who failed to meet these new requirements were disqualified for
benefits, either temporarily or permanently. As a consequence, compliance with the
treatment is not an issue here as claimants must go through the procedures
(experimental or control) in order to receive their benefits. In order to eliminate the
possibility of Hawthorne effects, which can arise when individuals change their behavior
because they know it is under study, the claimants were never informed that they were
taking part in a randomized experiment.

B. Randomization

The population group considered for assignment to the treatment group consists

of enrolling applicants filing initial, in-person, intrastate Ul benefit claims* during the

% This means that the claimant must be able, ready and willing to accept full time work with reasonable efforts.
* Individuals filing transitional, continuing or interstate claims were excluded.



experimental period, which varied slightly across states®. Randomization into the
treatment and control groups was based on the 7" digit of the applicant's Social Security
number. It is well known that the last four digits of Social Security numbers are not
assigned deterministically, so this method provides a unique, but random, identification
for each applicant at a trivial cost. Nevertheless, in view of reports that some field
experiments {see Meyer (1985)) have not been properly randomized, we report tests of
the effectiveness of this method below. The period of enrollment into treatment and
control groups ran from December of 1984 to April of 1985.

C. Data Sources and Collection

The data used in the analysis come from two sources. Data on the outcome of claims
applications at the initial visit to the Ul office (in particular qualification, disqualification, amount of
first check) and on claimants characteristics were collected by the Ul office personnel. The local
offices collected information on all valid applications during the study period. The experimental
effects associated with these short-run outcomes are estimated using this data set.

Data on longer run outcomes of the unemployment spells, such as total benefits received
and claim duration, were obtained from each state’s central data processing department. These
longer run outcomes were in general measured one month after the end of the study pericd,
though that period of time varied in each state. For that reason, we will refer to the claim duration
variable as the observed claim duration since our measure is not aiways a measure of the length
of a completed claim. The analysis of duration variables and the measurement of treatment
effects in the context of random assignment are not as straightforward as is sometimes the case.

For example, using data from the National Supported Work (NSW) Demonstration, Ham
and Lalonde (1996) showed that samples of individuals in new spells of employment after the
treatment (training program) has been randomly assigned to unemployed workers were not
random subsets of the experimental sample. In our context, this should not be a serious problem
because individuals in the control and treatment group remain in the same state (that is,

unemployed) while the treatment is provided to the individuals in the treatment group.

% See the appendix for more informaticn on the experimental periods.



Nonetheless there is a serious problem with our long-run cutcomes samples in two of the four
states because of the data collection system used. In both Tennessee and Virginia, the longer
run outcomes were recorded anly for claimants whose claim was still active at the date of
measi “ement, so that claim duration is right—censoreds. If the treatment has any sort of impact in
reducing the duration of unemployment, then the probability of observing a censored
unemployment speli will differ between the treatment and control groups, which should not be the
case under random assignment. For these two states, therefore, it is possible that the samples
on longer run outcomes are not random subsets of the experimental sample. For this reason, we
perform separate statistical tests of random assignment on the basis of the claimant's
demographic characteristics on data coming from both short-run and long run outcomes samples.
In addition, we provide some analyses that are restricted to the data for the two states where we

are certain random assignment was not compromised.

2. The Effectiveness of the Randomization

Tables 1a and 1b present descriptive statistics for each of the study groups. Table 1ais
based of the full sample of demographics and short-run claim outcomes obtained from each
participating local Ul office in each state, while Table 1b is based on the smaller sample for which
we have longer run outcome measures. Corresponding to the discussion of the treatments
presented above we have presented data on four separate groups. In the groups labeled “All
Sample" we have provided data for the “Control” group in column (2), and data for the overall
“Treatment” group in column (1). Since we selected whether a claimant was in the treatment or
control group randomly, about one-half of the total sample falls in each group. Under the
columns labeled "WSV" we have placed data on the groups that can be used to test for whether
the work search verification treatment had an impact separate from the remainder of the
treatment process. The “Treatment” group in column (3) was subject to work search verification,

while the “Control" group in column (4) was subject only to the other parts of the treatment

® In Virginia, about 5% of the observations were not right-censored.



process. The number of observations in column (1) is therefore the sum of the number of
observations in columns (3) and (4).

These tables describe the socioeconomic characteristics and mean week benefit amount
(WBA). As is apparent from the tables, the means of these variables are remarkably similar
across group within a state. To study the effectiveness of our randomization method we tested
the hypothesis of equality of means (or proportions) for all the variables in the relevant treatment
and control groups combinations, that is (1) vs. (2}, (3) vs. (2) and (4) vs. (2). For the full sample
of demographics and short-run claim outcomes in Table 1a, the results are consistent with
randomization’ in almost all cases. The exceptions are a significantly different age variable in
the treatment and control groups in Virginia, and significant differences in the race proportions
and the gender proportions in the comparison of columns (3) versus (4) in Tennessee and
Virginia, respectively. Thus, in 57 contrasts there are three contrasts that are statistically
significant at the .05 level, which is almost precisely what would be expected (that is,
.05(57)=2.85) if assignment were random. In all cases, moreover, the differences, even when
statistically significant, are very small.

In another attempt to verify the effectiveness of the random assignment, we tested the
null hypothesis of equality of the distribution function of the demographic variables using a
Kolmogorov-Smirnov test (see DeGroot 1975 p.558). In all cases we were unable to reject the
hypothesis of equality of the distributions.

Finally, we performed the same tests reported above for the sample of long-run claim
outcomes in Table 1b. in general these results are also consistent with randomization. In fact,
the patterns of rejection of equality of means are almost the same as for the full sample of
demographics and short-run claim outcomes.

These statistical tests, based on the observable characteristics of the treatment and
control group, suggest strongly that the treatment and control groups were indeed drawn from the
same population. We will therefore estimate experimental effects using standard analysis-of-

variance methods. In addition, we use regression methods to estimate treatment effects in order

" We use a two-sided t-test for equality of means at the 5% level.



to capture any gains in efficiency that may exist. A comparison of the difference between the
results before and after adjustment for regression provides ancther test for the presence of
randomization. If the randomization was effective the two sets of estimates should not differ apart
from that which may be attributable to sampling error. Nonetheless, as discussed earlier, for two
states (TN and VA) data on long-run claim outcomes was collected on a potentially non-random
subset of the claim outcomes, and so we report some results that eliminate these data from the

results.

3. Estimated Effects of the Treatments

Table 2 displays simple summary statistics on several measures of program outcomes for the
treatment and control groups. These measures of location are based on two different samples.
The *Qualification Rate” panel is based on the same samples that underlies Table 1a, that is the
full sample of demographic variables and short run claim outcomes coming from each local Ul
office. It provides details on the extent to which the treatmént resulted in applicants being denied
claims at various points in the process. The “Benefit Payments” and “Claim Duration” panels are
based on the same sample that underlies Table 1b, that is the sample of long-run claim outcomes
variables that was provided by the state’s central data processing departments. In general, the
long run outcome samples are smaller than the samples containing demographic variables only.

Tables 3 to 6 display the various responses of the claimants to the experimental procedures.
For each program variable related to the experimental procedures we present four measures of
the experimental effects. For each variable of interest, we present differences in means (or
quantile)® and estimated regression coefficients that control for additional characteristics. Under
random assignment the estimates of the experimental effects obtained by regression methods
should not differ from the estimates obtained by comparison of means (apart from sampling
error), but could be more precise. Since in our applications most of the variation in the dependant
variable is unexplained (the regressions have R? less than .05), the improvement in the precision

of the estimates is negligible. It should be noted that it is not possible to isolate the specific



impact of the three components of the treatment (eligibility, monetary determination and work
search). We can achieve partial identification by looking at contrasts that contain a unique
component of the treatment.

The first column is the overall treatment effect, the difference between the “All Sample”
treatment and control outcomes. This treatment effect is the combined result of the three
elements of the experimental procedures. The remaining columns measure the part of the overall
treatment effect associated with work search verification. The second column presents the
difference in means between the claimants in the treatment group whose job contacts were not
verified (4) and the claimants in the control group (2), who by definition were not given the work
search verification part of the treatment. This difference measures the result of receiving the
eligibility and monetary determination elements of the experimental procedures plus the effect of
stressing the rules of work search as a requirement for claiming Ut benefits. The third column
presents the difference in means between the claimants in the treatment group whose job
cantacts were actually verified (3) and the claimants in the treatment group who did not have their
job contacts verified (4). Since claimants in groups (3) and (4) receive the same treatment, except
for the actual work search verification, this difference measures the specific impact on claim
outcomes of actually verifying the job contacts of claimants. The fourth column presents the
difference in means between the claimants in the treatment group whose job contacts were
actually verified (3) and the claimants in the control group (2), who by definition were not given
the work search part of the treatment. This measures the combined impact of informing the
claimant and actually verifying the appropriateness of the claimant's work search, in addition to
the eligibility and monetary determination parts of the experimental procedures.

As this discussion illustrates, it is possible to uniquely identify only one component of the
experimental treatment. The difference in responses between experimental groups (3) and (4)
yields an estimate of the effect on outcomes of actually verifying the appropriateness of the work
search behavior of the claimants. Since individuals in the treatment group either get their job

search contacts verified {group (3)) or not {group (4)), we can always write the mean of an

? It should be noted, as we will discuss below, that difference in quantiles are not in general unbiased estimates of the
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outcome in the treatment group (1) as X, = pXs + (1-p)Xs, where p is the fraction of the treatment
group which gets job search contacts verified. Then the overall treatment effect’, that is the
mean outcome in the treatment group minus the mean outcome in the control group (X; — Xz),
can be written as (X, — X2) + p{X; — X4). The second part of the mean difference p(Xs — X4)
reflects the importance in the overall treatment of actually verifying the appropriateness of the
work search behavior of the claimants. The first part of the mean difference (X, — X;) reflects the
importance in the overall treatment effect of the combination of all other parts of the experimental
procedures, without the verification of the job search contacts. This simple formula permits partial
identification of the specific impacts of the 3 elements of the experimental procedures.

The object of interest in the evaluation of experiments is the effect of the treatment on the
distribution of outcome variables. Unless we observe the same individuals in the treated and
untreated states (which is not the case in most instances) we cannot observe the experimental
effect for any particular individual. One implication of randomization is that the outcome
distribution for individuals in the treatment group summarizes the outcome distribution that
individuals in the treatment group would have had if they had been in the control group, that is, if
they had not received the treatment. As a result, the difference in means of outcomes in the
treatment and contro! group is the mean of the (unobserved) distribution of experimental impacts.
Without further assumptions, the same conclusion is not true for other parts of the experimental
effects distribution. For example, the difference in the median outcomes in the treatment and
control group is not in general equal to the median impact of the experiment. A discussion of this
issue is presented in Heckman (19982) and Heckman, Smith and Clements (1997). Under the
assumption of “common experimental effect”, where the experimental impact is assumed to be
the same for all the participants, the difference in the medians (or any other quantile) recovers the
median impact. This assumption is unlikely to hold in our experiment'®. For example, there is no
reason to believe that the work search component of the experimental procedures should reduce

the length of the unemployment spell of all the claimants in the treatment group by the same

guantiles of the experimental effects distribution as it is the case for means.
® This decomposition is only valid when we look at the difference in means.
'® Heckman, Smith and Clements (1997) propose some metheds to test the “common experimental effect” modei.

11



amount. As a consequence, when looking at the tables, the reader shouid not interpret the
differences in quantiles as unbiased estimates of the quantiles of the impact distribution. "
Nevertheless, the difference between the quantiles in the treatment and control distributions does
provide an appropriate estimate of the effect of the treatment on the distribution of the outcome
variables.

A. Impact on the Qualification Rate

The impact of the experimental procedures on the qualification rate mainly reflects the
effectiveness of the eligibility component of the experiment, which focussed on detecting ineligible
claimants via an extended questionnaire. Thus, if current procedures are ineffective in detecting
non-eligible claimants, the most immediate effect of the eligibility review component of the
experimental procedures should be to increase disqualifications and reduce those qualified for
benefits in the first week of eligibility in the treatment group. We analyze differences in the
treatment and control groups for the following outcomes: the fraction of claimants qualifying for
benefits in the first week, the fraction of claimants disqualified permanently (for the most part
based on the reason for separation or the failure to have significant earlier earnings), the fraction
of claimants disqualified temporarily (which mainly reflects “able and available” issues, or
transitory income or work search issues), and the fraction of “no-shows” (those claimants not
formally disqualified who did not show up at their scheduled second visit to the Ul office). The
analysis of the “no-shows” variable allows us to measure the relative importance of endogenous
stratification (see Hausman and Wise (1985)) in our experimental design.

The top panel of Table 2 presents the sample proportions of the qualification-related
variables for all the study groups. The fraction of claimants qualifying for benefits in the first week
of eligibility is quite similar among Connecticut, Massachusetts, and Tennessee, but somewhat
higher in Virginia. There is much more variation across states in the three other short run claim
outcome variables. In some states, almost all of the disqualifications are permanent (CT, MA,
TN}, while in VA almost all disqualifications are temporary. The fraction of “no-shows” is in

general small, except in MA, where it is around 15%.

" As in the example in Heckman, Smith, and Clements {1997), the nonparametric bounds procedure they suggest
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The top panel of Table 3 displays the program treatment effects on the qualification rate.
Any effect of the experimental procedures on the qualification rate should mainly refiect the
eligibility review component of the experimental procedures. The bottom panel presents the
same differences in proportions, but from a linear probability model that controls for various
factors (which are listed in the stub of the table). It is clear from Table 3 that the experimental
procedures had very moderate effects on the qualification rate outcomes. In each state (except
in CT), the overall experimental effects (column 1) are small in magnitude and not significantly
different from 0. The experimental effect on the qualification rate in the first week is of the
expected negative sign in all states, except in VA, where it is positive. The effect on the
qualification rate in the first week is only significant in CT where applicants in the treatment were
8% less likely to qualify for benefits during the first week of eligibility. Using the decomposition of
means formula presented above, we can conclude that in CT most of the overall treatment effect
on qualification in the first week is explained by the combination of the three elements of the
experimental procedures, and not by the actual verification of work search requirements. This
suggests that the eligibility questionnaire was effective in detecting ineligible claimants.

The experimental effects on temporary and permanent disqualifications provide further
information on the effect of the treatment on benefit receipt. The effect of the experiment on
disqualifications is of the expected positive sign in all states, except again in VA, where it is
negative. These results indicate that the experimental procedures tend to increase
disqualifications, but by a very small amount that is not statistically significant. The treatment
effects related to the “no-show” variable are in all cases small in magnitude (2% or less) and in
most cases not significant. This indicates that the probability of claimants withdrawing
themselves from the experiment is not correlated with the assignment in the treatment and control
group. Hence the potential problem of endogenous stratification can be left aside in the following
discussion. Regression adjusted results are presented in the bottom panel of Table 3. The
results are almost identical to those contained in the top panel.

B. Impact on Benefits Payments

provides very little information on the size of treatment effects in our data.
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The impact of the experimentai procedures on the benefit payments reflects the
interaction between the effectiveness of the review of monetary determination and the work
search components of the experimental procedures. The former aims at identifying
overpayments due to incorrect monetary determination while the later aims at reducing the
unempioyment claim length by increasing the cost of inappropriate job search. We analyze
differences in the treatment and control groups for the following outcomes: total benefits received
(up until the point of measurement of the long-run outcomes), average weekly benefits, and the
amount Jf the first check issued. We also look at various quantiles (25" , 50" and 75") of the
total benefits variable'?. Since some claims will still be active at the date of measurement, we do
not consider the mean of the total benefits variable ta be an ideal estimate of the mean of total
benefits received for a completed claim. It is likely to underestimate total benefits. Total benefits
and average weekly benefits, both of which are determined by total claim duration and by the
weekly benefit amount (WBA), should be affected by the two components of the experimental
procedures mentioned above. The amount of the first check issued should only be affected by
the review of monetary determination. Thus the most immediate effect of the review of monetary
determination and work search components of the experimental procedures should be to
decrease total benefits, average weekly benefits, and the first check issued in the treatment
group.

Table 4 presents estimates of the experimental effects on benefit payments. None of the
mean or median treatment effects is statistically significant. Moreover, in TN and VA, the effects
are opposite of the sign expected, as claimants in the treatment group received on average
higher total benefits for the observed duration of the claim. The same observation applies to the
average weekly benefits variable, though a significant negative treatment effect of 12$% a week is
observed in CT. Since the amount of the first check issued is independent of the cbserved claim
duration, any experimental effect on that variable is a resuit of the effectiveness of the review of
the monetary determination component of the experimental procedures. The effect on the first

check issued is only significant in CT where applicants in the treatment group received 8 dollars

2 We use these various quantiles in addition to the means since they are less influenced by extreme values.
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less than their counterparts in the control group. For the rest of the participating states, the
experimental effects are insignificant and of a sign opposite to that expected, i.e. claimants in the
treatment group received larger amounts in their first check. There is no clear pattern that
emerges when we look at the differences in various quantiles of the total benefits received
distribution. The differences between the treatment and control groups tend to be bigger in the
tails of the distribution (25" and 75" quantiles) than at the median*. Regression adjusted results
are presented in the bottom panel of Table 4. The results are quantitatively the same as in the
top panel.

In sum, claimants in the treatment group do not appear to receive substantially smaller
benefit payments than claimants in the control group. The review of the monetary determination
was also unsuccessful in identifying overpayments in the treatment group, as the treatment
effects on the first check issued variable are positive (instead of the expected negative sign) but
non-significant. The exception is CT where the first check issued is reduced by 8% on average in
the treatment group. It appears that for that state, the review of monetary determination reached
its objectives.

C. Impact on Claim Duration

The direct effect of the work search component of the experimental procedures is to
provide claimants an incentive to search actively for work. Thus, the most immediate effect of
this component of the experimental procedures should be to reduce the length of unemployment
claims. We analyze differences in means (and quantiles) in the treatment and control groups for
the observed claim duration. In addition, we can decompose the difference in means in the

following way:

X1 = Xo = [C4X1e + {1-C1)Xinc] — [CoXoe + (1-Co)Xanc]

Where X, and X, are the average observed claim duration in the treatment and control groups

respectively, ¢, and c, are the probabilities of censoring in the treatment and control groups, X,

'3 Standard errors of the differences in quantiles were obtained by the bootstrap method, with 5000 replications. For more
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and Xg are the average claim duration of censored spells in the treatment and control groups and
Xane @nd Xgne are the average claim duration of non-censored spells in the treatment and control

groups. Then using a decomposition of the above formula, we can write:

X1 =X = (€1 — Co)Xse + [(1-C1) = (1-Co)Xine + (X1c — Xoc)Co + [Xiane — Xonc](1-Co)

The first two terms represent the difference in mean duration due to differences in the
probabilities of censoring (and non-censoring) across the treatment and control groups, while the
last two terms represent the difference in means due to the difference in average censored and
nan-censored claim duration in the treatment and control groups. We present each of these four
components as a fraction of the overall mean difference. Since the observations on long-run
outcomes are all censored in TN and VA, we cannot perform this decomposition for these two
states.

The bottom panel of Table 2 presents the mean and median of the observed claim
durations. Variation across states reflects the difference in the impacts of the treatment across
states, but also the fact that the date of measurement after the experimental period was not
uniform across states'. For most states, the average observed claim duration ranges from 4 to 6
weeks, while in VA, the average is substantially higher, 20 weeks. This is due to the fact that
data on the long-run outcomes (including claim duration} was collected 2 months after the end of
the study period, and that for this state, data were only collected on claims that were still active at
the daté of collection. In most cases, medians and means are quite similar. We also present the
fraction with censored claims durations, which are around 40% in CT and MA.

The top panel of Table 5 displays differences in means and quantiles for the observed
claim duration distribution. Any impact of the experimental procedures from this table should be
associated with the work search component of the experimental procedures. We also present the
results of the decomposition of means outlined above. it is clear from Table 5 that the

experimental procedures had little effect (if any)} in reducing the length of the unemployment

details on that approach of computing standard errors, see Efron and Tibshirani (1993).



spells. None of the difference in means and quantiles is statistically different from 0. The
decomposition of the difference in means reveals that in CT, most of the difference is explained
by the difference in the probability of censoring, while in MA, most of the difference is explained
by the difference in the means of censored claims. Regression adjusted resuits are presented in
the bottom panel of Table 5, and they are very similar to the reports in the top half of the table. in
sum, the experimental procedures, in particular the work search component, were unsuccessful

in reducing the length of unemployment spells.

D. Pooling the Data

We present in Table 6 the analysis of the response to the treatment obtained by grouping
observations from all the states'®. We present simple differences in means (or in quantiles) as
well as regression adjusted estimates. Each regression controls for observed characteristics '® of
the claimants as well as state fixed effects. The results are consistent with those presented in
Tables 3-5. The only element of the experimental procedures that had a significant impact is
apparently the review of eligibiiity, as some of the treatment effects associated with the
qualification rate are statistically significant. Claimants in the treatment groups in the four states
are 5% less likely to qualify for benefits in the first week and 3% more likely to be disqualified than
claimants in the control groups. The responses to the treatment related to benefit received and
claim duration are not significant and they are very small in magnitude. The results for CT and

MA, where data censoring is not a problem, are similar.

5. Conclusion

The results of the randomized trials reported in this study cast doubt on the efficacy of
many claims about abusive behavior in the U.S. unemployment insurance system. We found
some evidence that, in one of the four states we studied, tighter checks on eligibility may have a

small effect on initial benefit payments. However, even in this state, eligibility checks led to little

™ These dates of measurement are presented in appendix A.

" The data are pooled without weighting.

" The regressions on all four states include controls for age, sex, and race only since annual income is not available for
VA. The regressions for CT and MA only control for age, sex, race and annual income.
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or no effect on total benefit payments or the duration of unemployment claims. Most important,
we found no evidence that verification of claimant search behavior led to shorter claims or lower
total benefit payments.

There are, of course, many potential limitations of these results. First, the experiments
were conducted only in four states, and the results might be different elsewhere. Second, the
experiments were conducted at a time when the aggregate unemployment rate was considerably
higher than it is today, and this might also affect the results. Only further experimentation can
demonstrate whether these issues raise serious problems for the generality of the results.

Many social programs now incorporate sanctions on suspected abusive behavior,
including the major welfare programs in the U.S. As with other government programs, the
effectiveness of sanctions should be subject to a cost-benefit test. The results in this paper

indicate that, at least in one program, the enforcement of sanctions is not worth the cost.
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Figure 1: Typical Processing of Claims in the Treatment

and Control Groups in the Field Experiment.
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Differential impact of the experimental procedures across states

There are a number of differences among the four participating states with respect to existing
new claim processing procedures, formats and policies. In some states, pre-existing processing
procedures already included steps that are under study. Consequently the specific treatment that
will be applied in each state will vary. In each of the states it will consist of a combination of some
new steps and “front-loading” of some current ones. The major differences across states are
summarized in Table 1 in the appendix.

Table A-1: Major Differences in the Treatment Across States.

Component of Treatment CT MA TN VA
Eligibility:
new questions 13 ? 14 11
front-loaded questions 12 ? 0 11
Work Search:
work search plan new new old new
work search instructions new new new new
work search report ? ? old ?
work search verification new new new new
Monetary Determination:
work history form new old old ?
verification of the new new new new
reason for separation
with employer (phone)
Study Period 01/85-03/85 02/85 — 04/85 01/85 — 03/85 12/84 — 03/85
Date of collection of long-run 04/29/85 05/01/85 05/01/85 7?7 05/28/85
outcomes data
Number of visits before first 2 3 2 2
check
Number of employees 33 25 13 11
at the participating
local Ul office*
Location Hartford Worcester Nashville Falls Church

Note: In rows 2 and 3 a NEW means that the element is new to the state processing procedures, a OLD indicates that the
state procedure already included a similar step. We denote ambiguities by a “?". The number of empioyees refers to the
employees involved in the experiment.
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