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1. Introduction

RECENTLY, there has been extensive
evaluation of unemployment insur-
ance (UI) reforms in the United States.
The proposed reforms generally have
sought to improve the reemployment
prospects of UI claimants and reduce the
budgetary costs of UI. A novel aspect of
many of these recent evaluations is that
they have been true social experiments
where individuals were randomly as-
signed into either a group subject to spe-
cial treatment and incentives, or a group
that received existing services and incen-
tives. Despite the large number of ex-
periments, there is no comprehensive
analysis of their results to date. Their re-
sults are found largely in government re-
ports and have not been systematically
compared or interpreted. This contrasts
sharply with the extensive literature on
the Negative Income Tax and welfare ex-
periments. In this paper, I describe what
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can be learned about the labor market
and UI policy from the recent UT experi-
ments.

The UI experiments have taken two
main forms: cash bonuses and job search
programs. Four cash bonus experiments
made payments to UI recipients who
found jobs quickly and kept them for a
specified period of time.! Six job search
experiments evaluated combinations of
services including additional information
on job openings, more job placements,
and more extensive checks of UT eligibil-
ity.2 Experiments offering self-employ-

1 The four bonus experiments are the Illinois

UI Incentive Experiments, New {ersey UI Reem-
ployment Demonstration, Pennsylvania Reemploy-
ment Bonus Demonstration, and Washington
Reemployment Bonus Experiments.
2 The six job search experiments are the Nevada
Claimant PI]acement Program, Charleston Claim-
ant Placement and Work Test Demonstration,
New Jersey UI Reemployment Demonstration,
Nevada Claimant Employment Program, Washing-
ton Alternative Work Search Experiment, and the
Wisconsin Eligibility Review Pilot Project.
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ment assistance or extensive job training
have been tried or are underway.’

A. The Reasons for the Experiments

Several forces seem to have caused
this outburst of experimentation. Re-
cently, there has been increased concern
about both the long-term unemployed
and displaced workers. Between 1975
and 1985 the unemployment rate was
persistently higher than it had been in
the first 30 years after World War II.
Much of this change was attributed to
increases in unemployment among peo-
ple with very long periods of joblessness.
Structural changes in the economy
seemed to be eliminating a large number
of jobs. The Bureau of Labor Statistics
estimates that 5.1 million workers with at
least three years of job tenure became
separated from their employer during
the 1981-85 period. These increases in
joblessness seemed to call for new mea-
sures to provide for the unemployed.
Identifying displaced workers and target-
ing services to them was one goal of the
experiments (Patricia Anderson, Walter
Corson, and Paul Decker 1991, p. 1).

On the other hand, the large increases
in unemployment during this period
drained state UI trust funds forcing
many states to borrow to pay their bene-
fits (Wayne Vroman 1986). By the begin-

3 Self-employment demonstrations are currently
underway in Massachusetts and Washington State.
These experiments waive the work test which re-
quires UI recipients to look for work actively.
Lump sum payments to start a business are also

art of the experiment in Washington State. These
gemonstrations are not evaluated here because
their goals differ from the other demonstrations
and they have not been completed. It is also clear
from the interim reports that self-employment in-
terests only a small percent of UI recipients (see
Terry Johnson and Janice Leonard 1992; and Ja-
cob Benus et al. 1992). Training programs for Ul
recipients such as the Texas program described in
Howard Bloom (1990) are also omitted because
they are much higher cost programs and are better
analyzed in comlilarison to other training pro-
rams. See Judith Gueron and Edward Pauly
1991) or LaLonde (1992).

ning of 1983, 28 states owed $13.7 bil-
lion to the federal government. The
sorry financial state of the UI system
pushed many policy makers to look for
ways to save money on Ul programs. Re-
ducing the costs of the UI program was a
goal of all of the experiments. There has
been recently a growing desire to get the
unemployed back to work which the ex-
periments also emphasize. These forces
seem to have been a particularly impor-
tant impetus in the case of the bonus ex-
periments. .

The job search experiments were
spurred by these forces as well as ideas
about reforming UI operations. Some of
the early experiments pointed to abuses
of the UI system such as overpayments.
A prime cause of overpayments that is
mentioned is the failure of claimants ac-
tively to seek work.4 These experiments
also mentioned a conflict between the
goals of the UI offices which must moni-
tor eligibility and the state Employment
Service (ES) which refers people to jobs.
Often these two functions are provided
in different locations and they are gener-
ally provided by different individuals.
While the conflict is often described in
vague terms, it seems that the ES has an
incentive to be more selective in whom it
refers to employers than might be desir-
able for the UI system in the short run.
Several of the experiments sought to in-
crease UI/ES cooperation (John Stein-
man 1978, pp. 1-6; and Corson, David
Long, and Walter Nicholson 1985, pp.
2-4).

These forces for reform have influ-
enced both state and federal administra-
tors to try changes to existing UI pro-
grams. The first bonus experiment,
which took place in Illinois, was a state
effort. The Illinois experiment appeared
to be very successful. This success

4 For an overview of the nonexperimental litera-
ture on this topic see Paul Burgess and Jerry King-
ston (1990).
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spurred further experimentation, much
of it hoping to fine tune the bonus idea
rather than to firmly establish whether
the broad idea of bonuses makes sense
(Robert Spiegelman, Christopher
O’Leary, and Kenneth Kline 1991, pp.
xii—xiv; and Corson et al. 1992, p. 1). The
three bonus experiments that followed
were partly supported by the U.S. De-
partment of Labor. The job search ex-
periments were a mix of state and fed-
eral initiatives. The state sponsored
experiments have tended to be more am-
bitious, but have also been less carefully
designed and evaluated.

B. The Use of Random Assignment

The UI experiments examined here all
used random assignment. Claimants
were assigned to a treatment group or
the control group usually using the last
two digits of a person’s social security
number. This focus of the paper on true
social experiments is motivated by two
factors. First, experimental evidence, if
properly conducted and interpreted, is
likely to be the most convincing to social
scientists and policy makers alike. Ex-
perimental evidence is easy to explain to
policy makers, and the assumptions nec-
essary for its validity are often weaker
than those required in nonexperimental
empirical work.5> Randomization should
provide treatment and control groups
with identical characteristics except for
sampling error. Estimates of the effect
of treatments can then be made by com-
paring outcome measures such as bene-
fits paid or earnings for those who re-
ceived the special treatment to the same
measures for those who did not. The sec-
ond reason to focus on experiments is
purely practical; the focus narrows the
scope of the paper to a small group of
reforms that can be adequately analyzed.

5See Jerry Hausman and David Wise (1985) for
a discussion of these issues. Of particular interest
are the papers and comments in Chapters 3 and 5.

One should bear in mind, though, that
experiments are not a panacea. In many
situations it is not politically or morally
feasible to randomize. Results from ex-
periments may not be well suited to test-
ing theory or generalizing beyond spe-
cific treatments. Randomization may not
be done perfectly. We will see below
that there were deviations (usually mi-
nor) from true randomization in the UI
experiments. There are also threats to
the validity of results from experiments
such as spillover effects.6

C. Evaluating the Evaluations

The degree of success of the experi-
ments can be measured in a number of
dimensions. In all cases I report whether
the experiments achieved their objective
of reducing weeks of benefits paid and
costs. Because a speedier exit from the
UI rolls might result in a worse job
placement, I also focus on claimants’
subsequent earnings when it is possible.
Some other outcome measures are ana-
lyzed below when available. I also dis-
cuss analyses of the overall costs and
benefits of the reforms tested in most of
the experiments.

In many parts of the paper it is neces-
sary to calculate summary statistics other
than those presented in the original re-
ports in order to describe the experi-
ments in a uniform way. I do not discuss
the effects of the experiments on sub-
groups of the sample populations, both
for brevity and because the imprecision
of the estimates leads to a morass of in-
significant results.

D. A Brief Summary

The bonus experiments show that eco-
nomic incentives do affect the speed
with which people leave the unemploy-

6 Thorough discussions of the potential weak-
nesses of experiments can be found in Thomas
Cook and Donald Campbell (1979) and James
Heckman (1992).
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TABLE 1

MAIN DESIGN CHARACTERISTICS OF THE FOUR BONUS EXPERIMENTS

Tllinois UT Incentive
Experiments?

New Jersey UI
Reemployment
Demonstration®

Enrollment period

Bonus amount
Relative bonus amount
When bonus offer made

Qualification period

Reemployment period

Population examined

Eligibility for bonus

Sample sizes

July 1984 to November 1984

$500 for all claimants

About 4 times average
weekly benefit

At Job Service registration

11 weeks for all claimants

4 months

20-55 year olds without
definite recall date, or
membership in union us-
ing hiring halls

No exlusions

3,952 in control group, 8,149
in 2 treatment groups

July 1986 to June 1987

1/2 of remaining
entitlement, but declining
10% per week

About 10 times weekly
benefit at beginning,
$1,644 on average

Approximately 5 weeks after
claim filed

10 weeks, but beginning
about 7 weeks after claim

60% of bonus after 4 weeks,
rest after 12

Excluded those under 25,
those with definite
recall date, members of
unions using hiring halls
and those with tenure less
than 3 years.

Those returning to Pre-UlI
employer ineligible

2,385 in control group, 8,675
in 6 treatment groups

Sources:

2 Stephen A. Woodbury and Spiegelman (1987); Spiegelman and Woodbury (1987).
b Corson et al. (1989); Anderson, Corson, and Decker (1991).

¢ Corson et al. (1992).

dSpiegelman, O’Leary, and Kline (1991).



Meyer: Unemployment Insurance Experiments

TABLE 1 (Cont.)

Pennsylvania Washington
Reemployment Bonus Reemployment Bonus
Demonstration® Experimentsd
July 1988 to October 1989 February 1988 to November

1988
2 levels: 3 and 6 times the 3 levels: 2, 4 and 6 times the
weekly benefit amount weekly benefit amount
3 times the weekly benefit Offer varied from $110-
averaged about $500 $1,254; average offer of
$562
After first payment or When claim filed
waiting week

2 level: 6 and 12 weeks

16 weeks

Excluded those with definite
recall date of less than 60
days, and those who
obtained jobs exclusively
through their union

Those recalled by pre-layoff
employer ineligible

3,392 in control group,
10,694 in 6
treatment groups

2 levels: .2 times potential
duration + 1 week, and .4
times potential duration +
1 week (3—13 weeks)

4 months

No important restrictions

Those who returned to same
job or hired through union
hiring hall ineligible

3,082 in control group,
12,452 in 6 treat-
ment groups

Notes: (1) In Illinois a second treatment paid the $500 bonus to the
employer. (2) In New Jersey three treatments were tried,
mandatory job-search assistance (JSA) only, JSA plus relocation
assistance and training, and JSA plus bonus. The bonus became
available only about seven weeks after filing for UI benefits. (3) In
Pennsylvania five of six treatments were combined with an optional
job search workshop. A fifth treatment group had a bonus amount
which declined from six times the weekly UI benefit over a 12-week
period. A sixth treatment was a bonus amount of six times the
weekly UI benefit with a 12-week qualification peroid, but no job
search workshop.
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ment insurance rolls. UI is not a com-
pletely benign transfer; it affects claim-
ants” behavior. This is shown by the de-
clines in weeks of UI receipt found for
all of the bonus treatments, several of
which are statistically significant. The ex-
periments also tend to show that speed-
ing claimants’ return to work does not
decrease total or quarterly earnings fol-
lowing the claim, but the evidence is less
strong because the estimates are impre-
cise. The cost-benefit analyses indicate
that the bonus experiments usually lead
to small net losses for the UI program,
and are about break-even for society as a
whole.

I further argue that the permanent
adoption of a reemployment bonus could
have unintended negative consequences.
The key drawback of the experiments is
that they cannot account for the effect of
a reemployment bonus on the size of the
claimant population. A reemployment
bonus makes the first trip to the UI of-
fice much more valuable for claimants as
they become eligible for a large payment
if they find a job quickly. Such a pay-
ment is most valuable to someone who
plans to start a job soon and may not cur-
rently believe filing for UI is worth the
trouble. Using estimates of the effects of
benefits on filing rates, I show that
changes in initial filing could eliminate
or reverse the positive effects of a bonus.

The job search experiments test sev-
eral alternative reforms which appear
more promising. The five experiments
try several different combinations of ser-
vices to improve job search and increase
enforcement of work search rules.
Nearly all of these combinations reduce
UI receipt, increase earnings (when col-
lected), and have benefits that exceed
costs.

Section 2 describes the design and re-
sults of the bonus experiments, while
Section 3 does the same for the job
search experiments. These sections in-

clude cost-benefit analyses and problems
with extrapolating the results to perma-
nent programs. The implications of the
results for theories of unemployment
and program participation are discussed
in Section 4. Section 5 describes implica-
tion for policy, while Section 6 discusses
the value of the experiments and a fur-
ther role for experimentation. Section 7
concludes.

2. The Bonus Experiments

The cash bonus experiments made
payments to UI recipients who found
jobs quickly and kept them for a speci-
fied period of time. This section de-
scribes in turn the design of the experi-
ments, the outcomes of the experiments,
and then whether the results suggest
that permanent adoption of a bonus pro-
gram would be sensible.

A. The Experimental Designs

Table 1 summarizes the main design
characteristics of the four bonus experi-
ments. The experiments differed along a
large number of dimensions. These di-
mensions included the amount of the bo-
nus payment, the period during which a
person had to find a job to qualify for the
bonus (the qualification period), and the
period the individual had to remain at
the new job to receive the bonus (the
reemployment period). In addition to
these elements, the point at which the
offer of a bonus was made known to the
claimants differed, as did the population
of claimants offered the bonus, and the
eligibility of people returning to their
previous employer or hired through a
union hiring hall.

The first bonus experiment in Illinois
offered all claimants, regardless of their
previous earnings or weekly benefit
amount, a $500 bonus. To put this dollar
amount in perspective, it was about four
times the average weekly unemployment
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insurance benefit. The qualification pe-
riod was eleven weeks for all claimants
and the reemployment period was four
months. In other words, to receive a bo-
nus a person had to start a job within
eleven weeks of filing for benefits and
keep that job for four months. The other
experiments had  different benefit
amounts, qualification periods, and
reemployment periods. The later experi-
ments, particularly those in Pennsylvania
and Washington, tried several different
combinations of benefit amounts and
qualification periods. Washington tried
three different formulas for the bonus
amount combined with two different for-
mulas for the qualification period, for six
different treatments in all. Pennsylvania
also had six different treatments. Ran-
dom assignment was also used to assign in-
dividuals to these alternative treatments.

While the bonus amount was the same
$500 for all claimants in Illinois, in the
three other experiments it was a multiple
of a person’s weekly benefit amount
(which depends on their previous earn-
ings). In Washington, the qualification
period also varied across individuals
within a treatment group, depending on
their potential duration (which in turn
depends on the stability of a person’s
earnings over the previous year). These
formulas which determined the benefit
amount and qualification period were
the same within a treatment group, but
differed across treatment groups. One of
the treatments in the original Illinois ex-
periment offered the $500 bonus to em-
ployers who hired claimants. This treat-
ment had a much smaller impact than
the one which paid the $500 to employ-
ees, and this approach was not tried in
any of the later experiments.

Each of the experiments randomly as-
signed eligible UI claimants to either a
control group which received existing
benefits and services, or one of the treat-
ment groups. However, three of the four

experiments excluded several groups
prior to this randomization. Generally,
those with a definite recall date and
those typically hired through a union hir-
ing hall arrangement were excluded. The
unemployment durations of these indi-
viduals were thought to be unlikely to be
affected by a bonus. The experiments
following the one in Illinois all excluded
individuals recalled to a previous job.
This exclusion eliminated the subsidy to
temporary layoffs that would have been
present if the Illinois bonus design had
been permanently adopted.

There were some other aspects of the
treatments that somewhat complicate
comparisons across treatments and
states. Several of the experiments com-
bined the bonus offer with the provision
of other services. The New Jersey experi-
ment was a hybrid between a reemploy-
ment bonus experiment and a job search
experiment. New Jersey had a mandato
job-search assistance (JSA) program
which was part of all treatment groups
(but not available to the controls). I dis-
cuss the bonus elements of the New Jer-
sey demonstration here, while the job
search treatments are discussed in Sec-
tion 3. However, to assess the effects of
the bonus alone, it seems most natural to
compare the bonus with JSA treatment
to the JSA only treatment. For some of
the published statistics one can make
such comparisons, but for other outcome
measures one must make the comparison
informally. Pennsylvania also tried a job
search workshop, but it was optional and
the participation rate was under three
percent. Therefore, I follow Corson et
al. (1992) and assume that we can ignore
the effects of the workshop.

Before examining the results, it is
worth mentioning whether random as-
signment was properly carried out in the
experiments. From the descriptions in
the reports it appears that it was, with
one exception. In Pennsylvania, the sam-
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TABLE 2
EFFECTS OF THE BONUS EXPERIMENTS ON WEEKS OF BENEFITS AND REEMPLOYMENT EARNINGS MEASURED AS
TREATMENT MINUS CONTROL
(standard errors in parentheses)

Weeks of Benefits
in Benefit Year Earnings ($)
Without With 3rd Quarter Total
Regressors Regressors After Claim Earnings
State and Treatment (1) (2) (3) (4)
Illinois UT Incentive Experiments?
1. Claimant Experiment -1.15 3 366
(0.29) (58) (190)
2. Employer Experiment -0.36 -96 -78
(0.27) (58) (164)
New Jersey UI Reemployment®
Demonstration
la. JSA Plus Bonus -0.90 -0.97 46 361
(0.25) (0.24) (82)
1b. JSA only —0.50 -0.47 101 554
(0.25) (0.24) (82)
lc. JSA Plus Bonus —-0.40
Minus JSA only (0.25)
Pennsylvania Reemployment
Bonus Demonstration®
1. Low Bonus, Short -0.41 -0.65 -171 -289
Qualification Period (0.34) (0.34) (87) (272)
2. Low Bonus, Long —0.44 —-0.36 54 165
Qualification Period (0.28) (0.28) (75) (226)
3. High Bonus, Short —-0.49 -0.44 97 141
Qualification Period (0.31) (0.29) (85) (244)
4. High Bonus, Long —-0.92 -0.82 120 171
Qualification Period (0.27) (0.26) (70) (214)
5. Initially High but -0.19 -0.33 77
Declining Bonus, Long (0.31) (0.30) (82)

Qualification Period

pling rate for the treatment groups was
changed twice relative to the controls
(Corson et al. 1992, pp. 38-39). There-
fore, the average data of entry for the
treatment groups was different from that
of the controls. Given the similarity of
the results below with and without con-
trols for quarter of entry, this deviation
from random assignment does not ap-
pear to be especially damaging. Com-
parisons of pre-experiment means of
various variables for the treatment and
control groups in this experiment as well

as for the others also suggest that ran-
domization was done successfully (see
Woodbury and Spiegelman 1987, pp.
517, 522 for Illinois; Corson et al. 1989,
p. 213 for New Jersey; Corson et al.
1992, p. 46 for Pennsylvania; and
Spiegelman, O’Leary, and Kline 1991, p.
85 for Washington).

B. Effects on Weeks of Benefits and
Earnings

Table 2 reports estimates of the ef-
fects of the four experiments on weeks of
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TABLE 2 (Cont.)
Weeks of Benefits
in Benefit Year Earnings ($)
Without With 3rd Quarter Total
Regressors Regressors After Claim Earnings
State and Treatment (1) (2) (3) (4)
Washington Reemployment

Bonus Experimentsd
1. Low Bonus, Short -0.06 -0.04 1 —226
Qualification Period (0.30) (0.29) (84) (236)
2. Medium Bonus, Short -0.18 -0.27 100 -134
Qualification Period (0.30) (0.29) (83) (232)
3. High Bonus, Short -0.62 -0.70 176 196
Qualification Period (0.34) (0.33) (94) (262)
4. Low Bonus, Long -0.51 -0.62 -9 -186
Qualification Period (0.30) (0.29) ' (83) (232)
5. Medium Bonus, Long —0.14 -0.26 24 -186
Qualification Period (0.30) (0.29) (83) (232)
6. High Bonus, Long -0.73 -0.75 189 300
Qualification Period (0.34) (0.33) (95) (265)

Sources:

aWoodbury and Spiegelman (1987, p. 521); Meyer (1988, p. 38); and author’s calculations.
bCorson et al. (1989, pp. 256, 383); Anderson, Corson, and Decker (1991, p. 22); and author’s calculations.

¢ Corson et al. (1992, p. 92); Decker and O’Leary (1993, Table 9); unpublished tabulations supplied by Paul Decker;
and author’s calculations.

d Spiegelman, O’Leary, and Kline (1991, pp. 88, 92); Decker and O’Leary (1993, Table 9); and author’s calculations.
Notes: (1) To aid interpretation of the results, the control group mean weeks of benefits were 20.1, 17.9, 14.9, 15.2
and the 3rd quarter earnings were $2,070, 2,507, 2,605, 3,270 for Illinois, New Jersey, Pennsylvania, and
Washington, in order. (2) All of the earnings numbers are not conditional on earnings being positive. The New
Jersey, Pennsylvania, and Washington earnings numbers are the coefficients on dummy variables for the different
treatments from regressions with individual level control variables. The total earnings measure in Illinois,
Pennsylvania, and Washington is the 4 quarters beginning with the quarter of claim. In New Jersey the total
earnings measure is the first 10 quarters after the quarter of claim.(3) The sixth Pennsylvania treatment group that
did not receive the voluntary job search workshop has been combined with the fourth treatment group in this table.

See the text for a discussion.

unemployment benefits received and
measures of reemployment earnings. Re-
ducing the weeks of UI received by
claimants was an explicit goal of all of
the experiments. I report the weeks of
benefits received in the benefit year?
rather than dollars of benefits or weeks
in the first spell of UI receipt because
benefit year weeks are precisely mea-
sured, and are easier to compare across

7The benefit year is the 52 week period begin-
ning with the week the individual filed for UI
benefits.

experiments. Furthermore, if there is a
tendency for claimants to take a job
quickly to receive the bonus, but then
become unemployed later, the change in
first spell length would be a biased mea-
sure of the longer term effects of the bo-
nus. In all cases, I report the mean
weeks in the benefit year for the treat-
ment group in question minus the mean
for the control group. The mean for a
treatment group is the mean for all those
assigned to the treatment group not just
those who participate or receive a bonus.



100 Journal of Economic Literature, Vol. XXXIII (March 1995)

This method allows us to use the con-
trols as a valid comparison group and
provides an estimate of the effect of the
bonus on the number of weeks of UI
benefits received. When available, I also
report the same statistic obtained after
one accounts for the effects of individual
characteristics in a regression analysis.
These individual characteristics typically
include age, sex, race, and other vari-
ables such as location in the state and
recall expectations. The control group
mean weeks of benefits and earnings are
reported in the notes to Table 2.

Several of the evaluation reports over-
state the case for using regression con-
trols for individual characteristics in the
estimates of experimental effects. As
long as the randomization is done prop-
erly, comparisons of means are unbiased
and probably more convincing to policy
makers because there are no ad hoc
choices of control variables. The im-
proved precision of the estimates with
regression controls appears small in all
cases in Table 2, which is expected given
the small proportion of the variance in
the dependent variable explained by the
equations.8 Large differences between
the estimates with and without regres-
sion controls should be taken as evidence
that random assignment was not carried
out properly. We should find the small
differences of Table 2 below encourag-
ing.

The negative numbers reported in the
first two columns of Table 2 indicate that
the number of weeks of Ul benefits re-
ceived was lower for those who were of-
fered a reemployment bonus. The bonus
offers appear to have caused a decline in
UI receipt in all of the experiments,
though many of the declines are not sta-
tistically significant at conventional lev-
els. The Illinois claimant experiment had

8For example, the New Jersey benefit year
weeks equations has an R2 of .064.

by far the largest effect and the one that
is statistically the strongest. Mean weeks
of benefits fell by over one week when
individuals were offered $500 for start-
ing a job within eleven weeks of filing
for benefits. The employer experiment
in Illinois had a much smaller impact on
weeks of benefits, and payments to em-
ployers were not tried in any of the later
experiments. Some reasons for the dif-
fering results of the two experiments are
mentioned in Section 5 below.

The three subsequent experiments, in
New Jersey, Pennsylvania, and Washing-
ton, all estimate much smaller effects of
reemployment bonuses. In New Jersey,
the job-search assistance (JSA) and bo-
nus treatment has a large estimated
effect of almost one week, and this dif-
ference from the control group is statisti-
cally significant. However, when one
compares this treatment to the JSA only
treatment, one sees that the estimated
additional effect of the bonus is much
smaller and only marginally statistically
significant. In both Pennsylvania and
Washington the estimated effects of the
different bonuses on weeks of benefits
are mostly small and of weak statistical
significance. To put the magnitudes of
the estimated effects in perspective, the
average weeks of UI received in the
benefit year by the control group ranged
from 15 to 20 weeks in the different ex-
periments. The effects of the bonuses
cluster around one-half of a week, or
about three percent of the average dura-
tion of receipt.

There is some tendency for the larger
bonuses and those with a longer qualifi-
cation period to have a larger effect, but
this relationship is not strong. In both
Pennsylvania and Washington, regres-
sions were estimated to determine if
there was any statistical evidence that
the effects of the bonuses rose with
either the bonus amount or the qualifica-
tion period. In both experiments a
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higher bonus and longer eligibility pe-
riod were associated with greater im-
pacts, but neither effect was statistically
significant. Each thousand dollars of a
bonus was estimated to reduce UI re-
ceipt one-third of a week in Pennsylvania
and almost one-half of a week in Wash-
ington. Decker and O’Leary (1993)
pooled the data from Pennsylvania and
Washington though they noted many dif-
ferences in the samples, UI programs,
economic conditions, and estimated out-
comes in the two states. Not surprisingly,
the estimated effect of each thousand
dollars of a bonus is about the average of
the two estimates above at 4—tenths of a
week. This relationship is found to be
statistically significant, while the effect
of the eligibility period is not.

Other measures of UI receipt, such as
dollars of benefits received (see column
(1) of Table 3 below) or weeks in the
first spell, show a similar pattern of de-
creases by those offered bonuses. There
is also little evidence of a larger treat-
ment effect for first spell weeks of UI
compared to benefit year weeks as the
first spell effect is larger in Illinois, iden-
tical in New Jersey and tends to be
smaller in Pennsylvania and Washington.
Overall, the experiments show the ten-
dency of people to find a job more
quickly if there are monetary incentives
to do so. However, the evidence comes
from the consistent negative values for
the treatment minus control differences
in weeks of UI receipt rather than from
precisely measured effects of each treat-
ment.

A key measure of the success of the
bonus offers is their effect on claimant
earnings. I focus on two distinct mea-
sures of earnings: weekly or quarterly
earnings which is an indicator of the
quality of the job; and total earnings dur-
ing a period of several quarters after fil-
ing the UI claim which is largely deter-
mined by the number of weeks worked.

If claimants are induced to find a job
more quickly, the job they find may be
less desirable. I examine quarterly earn-
ings because it is an easily quantifiable
measure of the desirability of a job and it
is available for all of the bonus experi-
ments. Column (3) of Table 2 reports the
estimated impact of the different bonus
offers on earnings during the third quar-
ter after filing for UI. In almost all cases,
this earnings measure should capture
earnings after leaving the UI rolls. As
with the weeks of UI estimates above, I
report the earnings of those who re-
ceived the bonus offer minus the earn-
ings of those in the control group.

The estimated effects of the experi-
ments on third quarter earnings are
somewhat encouraging. The experiments
show no statistically significant declines
in earnings, and many of the bonuses of-
fered to workers actually indicate no
change in earnings or small increases. In
Ilinois the claimant experiment group
has slightly higher earnings than the con-
trol group, but the difference is not sig-
nificant. Treatment group earnings for
the employer experiment are lower, but
not significantly lower than the claimant
experiment or control group. In New
Jersey the difference in the change in
earnings between the JSA only and the
JSA plus bonus group is positive. In
Pennsylvania there are slight increases in
earnings for all treatment groups except
for the “low bonus short qualification pe-
riod” group where the hypothesis of no
change in earning cannot be rejected.?
In Washington the estimates are that
earnings generally rose, but the changes
are statistically insignificant as they are
for the other experiments.

Even if quarterly earnings on the new

9The inclusion of the job search workshop as
part of the treatments may have affected these re-
sults somewhat, but as less than three percent of
claimants attended the workshop the bias is likely
to be small.
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TABLE 3

COST-BENEFIT ANALYSES OF THE BONUS EXPERIMENTS FROM THREE PERSPECTIVES AND COMPONENT PARTS OF

THE CALCULATIONS
(all numbers per treatment group member)

Change in Bonus Administrative
Benefits Costs Costs
State and Treatment (1) (2) (3)
Mllinois UI Incentive Experiments?
1. Claimant experiment 194 —68
2. Employer experiment 61 -14
New Jersey UI Reemployment® Demonstration
la. JSA plus bonus 279 -125 -150
1b. JSA only 148 -154
lc. JSA plus bonus minus JSA only
Pennsylvania Reemployment Bonus Demonstration®
1. Low bonus, short qualification period 103 -39 -69
2. Low bonus, long qualification period 69 —60 -31
3. High bonus, short qualification period 99 -95 =31
4. High bonus, long qualification period 130 -151 -33
5. Initially high but declining bonus, long qualification period 61 -89 -31
Washington Reemployment bonus Experimentsd
1. Low bonus, short qualification period -19 —29 -3
2. Medium bonus, short qualification period 41 -80 -3
3. High bonus, short qualification period 107 -142 -3
4. Low bonus, long qualification period 117 —46 -3
5. Medium bonus, long qualification period 40 -114 -3
6. High bonus, long qualification period 141 -215 -3
Sources:

2Woodbury and Spiegelman (1987, pp. 521-28); Meyer (1988, p. 38); and author’s calculations. Only the UT system
calculations are in Spiegelman and Woodbury. No administrative costs are available for this experiment.

bAnderson, Corson, and Decker (1991, pp. 22, 62-67); and author’s calculations. Unlike the calculations presented
here, those in Anderson, Corson, and Decker include imputed fringe benefits and UT taxes.
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TABLE 3 (Cont.)

Perspective (Benefits minus Costs)

All
UI System Government Society
Change in
Earnings (1)+(2)+(3) (5)+.2%(4) (5)+(4)

(4) (5) (6) (7)
366 126 199 492
-78 47 31 =31
361 4 76 365
554 -6 105 548
10 —29 -183
—289 -5 -63 -294
165 —22 11 143
141 —27 1 114
171 54 —20 117
47 -59 =50 -12
—226 -51 —96 -277
-134 —42 —69 -176
-196 —-38 1 158
-186 68 31 -118
-186 =77 -114 —-263
300 =77 -17 223

¢Corson et al. (1992, pp. 141-56); Decker and O’Leary (1993, Table 9);
and author’s calculations. The change in earnings number including fringe
benefits had to be used for Treatment 5.

d Spiegelman, O’Leary, and Kline (1991, p. 196); Decker and O’Leary
(1993, Table 9); and author’s calculations.

Notes: (1) These calculations use the total earnings changes from Table 2
where possible. The calculations ignore fringe benefits and UI payroll
taxes.
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job were unchanged, an individual’s total
earnings after filing for UI might have
increased if he or she worked more
weeks. The bonus offers reduced weeks
of UI received, but did this translate into
an equivalent number of more weeks
worked? Column (4) of Table 2 reports
earnings over as long a period as is avail-
able in the reports and papers. The pe-
riod is one year except for New Jersey
where it is two and one half years. The
expected relationship between fewer
weeks of UI and more weeks worked is
at best loosely true. The treatments with
the largest reductions in weeks of UT are
associated with positive earnings changes
of about the right magnitude. But, there
are many reductions in weeks of UI asso-
ciated with total earnings drops.

A few observations about the experi-
mental evidence are in order here. There
is correlation in the estimated treatment
impacts across treatments. While the
treatments are given to separate ran-
domly chosen populations, the impact
estimates all subtract out the outcomes
for a common comparison group. This
common component leads to the covari-
ance between the different estimated
treatment impacts generally equaling
more than half their variance. An unusu-
ally high earnings draw for the control
group will make all treatments look
worse. Thus, when examining the weight
of the evidence one should not count the
five treatments of Pennsylvania as five
times as much evidence as the one treat-
ment of Illinois. Overall, there was not
sufficient attention to obtaining precise
earnings estimates in the experiments.
Such estimates are crucial for any overall
evaluation because they are the key com-
ponent of the cost-benefit analyses be-
low.

C. Other Outcomes

Several of the other objectives of the
bonus experiments were not achieved.

The New Jersey experiment attempted
to target displaced workers who were im-
plicitly defined as those at least 25 years
old with three years of job tenure and
without a definite recall date. These
screens eliminated three-fourths of the
claimants and selected a group that had
17.9 weeks of UI receipt on average
compared to 15.1 for those not selected.
While those selected are statistically dif-
ferent from those not selected, it is not
clear these differences are large enough
to merit special treatment. Furthermore,
the differential effect of the treatments
on different groups should also be taken
into account when targeting groups.
While all of the experiments examined
whether the bonuses had larger UI bene-
fit and/or earnings effects on certain
groups, no clear patterns emerged as to
which groups responded the most to the
treatments.

The Pennsylvania and Washington ex-
periments sought to determine an opti-
mal bonus amount and qualification pe-
riod. Optimal is not precisely defined in
the evaluations, but can be taken to
mean a treatment which maximizes net
benefits in a cost-benefit analysis. Each
experiment tried six different treatments
with different benefit amounts and quali-
fication periods. The small number of
observations per treatment caused the
impacts to be imprecisely measured and
makes comparisons among the treat-
ments difficult. As mentioned above, re-
gression models which assumed a linear
relationship between the outcome mea-
sures and the benefit amount often yield
insignificant estimates, though the re-
sults are somewhat mixed. Thus, the im-
precision of the results makes the design
of an optimal offer impractical.

D. Analyses of Costs and Benefits

To assess whether a reemployment bo-
nus is a desirable policy to adopt perma-
nently, we need an overall accounting of
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the costs and benefits of such a program.
I believe that the cost-benefit analyses in
the published reports are easily misinter-
preted, as they all ignore likely effects of
a reemployment bonus on the inflow to
unemployment and the UI claims pool as
discussed in Section 2.E below. Never-
theless, for completeness I summarize
their results. The reports on the experi-
ments have cost-benefit analyses usually
undertaken from a number of perspec-
tives. These perspectives usually include
that of the UI system, government as a
whole, and society in general.

The cost-benefit analyses from differ-
ent perspectives differ as to what is in-
cluded among the costs and benefits.
From the perspective of the UI system,
the costs of a bonus program are the bo-
nus payments and administrative ex-
penses. The benefits are the reduced Ul
payments.10 From the perspective of the
government as a whole, the benefits also
include tax revenues on any earnings in-
creases. A societal perspective ignores
bonuses and UI payments as they are
just transfers between the government
and individuals. The costs are the admin-
istrative expenses, and the benefits are
any increases in claimants’ earnings and
fringe benefits. This is the procedure
that is followed in the evaluation of most
of the experiments. The evaluations do
not try to quantify work costs such as
childcare, or the leisure value of time
out of work which would enter a com-
plete accounting. One should also note
that these are not true economic mea-
sures of changes in welfare such as com-
pensating or equivalent variation. Thus,
they ignore changes in dead-weight loss
from tax distortions if payroll taxes
change, for example.

I should emphasize that the cost-bene-
fit analyses make several strong assump-

10 This perspective is that of a narrow adminis-
trator who wants to insure as large a UI budget
surplus as possible without altering taxes.

tions. They generally assume that work-
ers who take a job more quickly do not
displace other workers from those jobs.
They assume that the short-run response
by current UI claimants is a good esti-
mate of the long-run response to a per-
manent bonus program. Lastly, they as-
sume that there is no new entry into the
pool of UI claimants after the financial
rewards for a short UI spell have in-
creased.

The cost-benefit analyses I report in
Table 3 differ from those in the pub-
lished reports in several ways. Most of
the differences are due to my attempt to
provide statistics that are comparable
across experiments. No analysis of UI
system or societal costs, and benefits was
included in the Illinois reports. The
components of the net benefit calcula-
tions, i.e., the changes in benefits, bonus
payments, administrative costs, and earn-
ings, all come from the individual re-
ports and papers. I have not imputed
changes in fringe benefits due to the
treatments, but I have imputed taxes at
the rate of 20 cents on each dollar of
earnings. In all cases, I have used actual
earnings changes from administrative
data. These numbers were used in the
other experiments, but the Washington
experiment report imputed earnings by
assuming each week of reduced UI re-
ceipt translated into an additional week
of work at the average earnings level. My
changes from the reported analyses
make little difference for the ultimate
results except in the case of the Wash-
ington experiment where the imputed
earnings numbers of the published re-
port differ substantially from actual
earnings.

The Illinois claimant experiment
sharply reduced UI payments without
paying a large number of bonuses. Con-
sequently, both the UI system and the
total government cost-benefit analyses
were strongly favorable. Total earnings
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also increased, so that a societal level
cost-benefit analysis was also favorable.
In New Jersey, there were only small dif-
ferences between the bonus with the
JSA, and JSA only estimates for UI sys-
tem and all government cost-benefit
measures. Thus, the additional benefits
of the bonus beyond that of the JSA were
essentially zero. Due to worse earnings
numbers for the JSA with bonus treat-
ment than the JSA only treatment, the
bonus itself had negative societal level
net benefits. In Pennsylvania, most treat-
ments had costs to the UI system and to
all government that exceeded benefits,
but society tended to benefit due to in-
creases in worker earnings. In Washing-
ton, the UI system and all government
analyses were similarly unfavorable. In
addition, because earnings declined in
most cases, four of six treatments had
negative net societal benefits.

These cost-benefit analyses should not
be surprising given the UI benefit and
earnings responses described above.
The Illinois experiment was a success
from all perspectives because it elicited
a large reduction in weeks of UI bene-
fits claimed. In the other experi-
ments, there were small responses of
weeks of benefits to the bonuses, lead-
ing to small and mostly negative effects
on the UI system and total government.
The earnings numbers are the key ele-
ment of the societal level cost-benefit
analyses, but they are measured impre-
cisely.

One could use other methods to esti-
mate earnings impacts such as assuming
that one week less of UI receipt trans-
lates directly into one week more of
earnings. Unfortunately, the evidence
for this assumption is weak as described
earlier. Such an assumption would make
the all government and societal level cost
benefit analyses much more favorable. A
better choice would probably be to ex-
amine true changes in earnings (post-

treatment minus pre-treatment) for the
treatment groups relative to the controls,
rather than the post-treatment differ-
ences in levels that are used in the cur-
rent reports. Given the positive correla-
tion in earnings over time, this would
provide a better point estimate of the
treatment effects on earnings (though it
would have even larger standard errors).
For all of the New Jersey, Pennsylvania
and Washington treatments (over a
dozen treatments) the base-period earn-
ings (pre-treatment) are greater than the
control group earnings.!! Thus, such
analyses would make the cost-benefit
analyses of the experiments even less fa-
vorable.

E. Interpreting the Long-run Effects
of Bonus Offers

It is unclear whether the experimental
impacts of bonuses just described can be
directly applied to a permanent program.
There are at least three sources of uncer-
tainty.12 First, if one group of individuals
is encouraged to go back to work early,
they may gain employment at the ex-
pense of others who are unable to get
jobs. Second, with a permanent program
a different fraction of eligible claimants
might apply for the bonus causing a
change in the costs of the bonus offer.
Third, by increasing the financial reward
for short UI spells, a permanent bonus
would probably increase the number of

L1 For New Jersey see Corson et al. (1989, p.
213); for Pennsylvania see Corson et al. (1992, p.
46); for Washington see Spiegelman, O’Leary, and
Kline (1991 ?, p. 85). The New Jersey JSA plus
bonus treatment also had higher base-period earn-
ings than the JSA only treatment. In Illinois,
claimant experiment base-period earnings ex-
ceeded control group earnings, but employer ex-
periment earnings were lower; see Woodbury and
Spiegelman (1987, p. 522).

12These sources of uncertainty can be called
threats to external validity following the terminol-
OFY of Campbell and Julian Stanley (1966). For an
alternative discussion of threats to the validity of
several of the experiments see Spiegelman and
Woodbury (1990).
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people unemployed between job changes
and increase the number of UI filers.
These three arguments imply that the
simple cost benefit analyses in Section
2.D overstated the benefits of a reem-
ployment bonus. I will discuss displace-
ment, participation rates, and entry ef-
fects in turn.

Displacement occurs if by taking jobs
more quickly, those eligible for a bonus
reduce the number of job vacancies
available to other unemployed workers.
This possibility has been mentioned by a
large number of researchers.13 The easi-
est way to understand this possibility is
to consider a situation where the number
of jobs is fixed. If such displacement oc-
curs, the cost-benefit analyses have over-
stated the net benefits of bonuses, be-
cause the gains to those eligible for a
bonus come partly at the expense of
longer unemployment for other workers.
Theoretical examinations of displace-
ment have led to ambiguous results:
some theories suggest no displacement,
while others suggest substantial displace-
ment. In the end, the issue must be set-
tled empirically. Unfortunately, we have
little direct evidence from any source to
determine the importance of displace-
ment.14 However, some indirect evi-
dence on the importance of displace-
ment comes from the literature on
immigration. While much of this litera-
ture suggests that large increases in the
number of immigrants looking for jobs

13See George Johnson (1979), Robert Solow
(1980) and Laurie Bassi and Orley Ashenfelter
(1986) for discussions of displacement in training
programs, and Anthony Atkinson (1987) for dis-
placement and UI. Also see some of the reports on
the experiments, in particular Spiegelman and
Woodbury (1987, pp. 8.8-8.10), Corson et al.
(1992, pp. 156-57) and Spiegelman, O’Leary, and
Kline (1991 ?, pp. 230-31).

14 Bassi and Ashenfelter (1986) state that there
have been no formal analyses of this issue. Phillip
Levine (1993) has recently examined displacement
for UI recipients, but additional research is
needed before strong conclusions can be made.

has little effect on low-wage natives,
other papers find substantial effects.1
Other indirect evidence that suggests
some displacement comes from work on
cohort crowding effects. This literature
finds that larger cohorts of workers tend
to have lower employment rates and re-
ceive lower wages (David Bloom, Free-
man, and Sanders Korenman 1987). One
should also bear in mind that there are
positive general equilibrium effects of
decreases in wages as prices fall. This pa-
per is not going to resolve the long-
standing debate on the importance of
displacement. As current evidence is in-
conclusive, the possibility of displace-
ment remains a caveat to the results in
the experiments.

The issue of participation also affects
the long run net benefits of a reemploy-
ment bonus. A substantial portion of
those eligible for a bonus in each of the
experiments did not fill out the required
paperwork to receive the money. The II-
linois claimant experiment estimated
that 55 percent of eligible claimants re-
ceived the bonus, in Washington the es-
timated takeup rate was 66 percent, and
in Pennsylvania a lower bound was esti-
mated to be 65 percent (for Illinois see
Woodbury and Spiegelman 1987, p. 525;
for Pennsylvania see Corson et al. 1992,
pp. 83-85; for Washington see. Spiegel-
man, O’Leary, and Kline 1991, pp. 183-
85). If all of these additional claimants
received a bonus, the UI system and to-
tal government cost benefit analyses
would be much less favorable. However,
it is unclear whether long-run participa-
tion would be any higher given the low
participation rate for many permanent
social programs.16 The issue of incom-

15See George Borjas, Richard Freeman, and
Lawrence Katz (19923 and its discussion of past
work.

16 See Robert Moffitt (1983) for participation
rates in three programs that range from 38 to 69
percent.
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plete participation is discussed further in
Section 5.

The last reason to pause before ex-
trapolating the experimental results to a
permanent program is the possibility that
a bonus would affect entry onto the UI
rolls.17 The experiments estimate one
important behavioral response to finan-
cial incentives, but implicitly set several
other behavioral responses to zero. A bo-
nus offer substantially raises the reward
for initially contacting the UI office for
someone who knows he will begin a new
job within the qualification period, and
raises the reward by something less for
all others.18 Recall (from Table 1) that
the bonus amounts ranged from three to
ten times the weekly benefit.

A permanent bonus program may lead
to an increase in the claimant pool for
three reasons. First, the currently unem-
ployed who do not file could respond to
the increased incentives to file for UI
benefits. Second, those currently not un-
employed but changing jobs could start
work slightly later and file for UI bene-
fits. And third, firm layoff policies could
respond to the increased compensation
for short UI spells. Using results from
previous work as well as new evidence,
this section documents that all of these
responses are potentially large.1®

First, those who become unemployed
under existing incentives but do not file
could respond to the new incentives.

17The following paragraphs are an updated ver-
sion of a section of Meyer (1991). A similar argu-
ment can be made about the delayed offer of a
bonus in the New Jersey experiment where the
bonus offer was conceal)f]:d rom claimants until
five weeks after filing. In a permanent program,
this concealment could not occur and would in-
duce claimants to stay on the Ul rolls until offered
the bonus. See Spiegelman and Woodbury (1990)
and Meyer (1988) for a discussion of this problem.

18 A claimant would also need to know that she
would hold the new job until the end of the reem-
plolyment period.

9See Moffitt (1992) for the similar argument
for the possibility of entry responses in the context
of welfare and training programs.
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Survey estimates indicate that takeup
rates for UI are substantially below one,
with the range of estimates in the litera-
ture for the fraction of eligibles receiv-
ing UT ranging from 0.55 to 0.83.20 This
finding indicates that a large number of
the currently unemployed could respond
to additional incentives to file for UI.
One can obtain a rough estimate of the
quantitative effect of a bonus offer on
the probability of filing for UL Let P be
the probability of filing for benefits.
Then the percentage change in the prob-
ability of filing when a bonus offer is in-
stituted can be written as

P(given a bonus offer) —P (given no bonus offer

P(given no bonus offer)
: dln(P)
~ dln(weekly benefit)
e expected percentage change in UI dollars
5 dln(P)
- dln(weekly benefit)
e probability qualify for bonus

bonus amount
* weekly benefit » (weeks of receipt

given qualify for bonus).

The first equality indicates that the per-
centage increase in the probability of fil-
ing is equal to the effect of a percentage
change in benefits times the expected
percentage change in UI dollars received
due to the bonus offer. The second
equality replaces the expected percent-
age change in UI dollars with the prod-
uct of the probability of receiving a bo-
nus and the conditional percentage
increase in UI dollars received. We can
obtain estimates of the first expression
from past research and estimates of the
second and third from the results of the

20 The 0.55 estimate comes from a special Cur-
rent Population Survey supplement reported in
Vroman (1991), while the 0.83 estimate is for
Panel Study of Income Dynamics household heads
reported in Blank and David Card (1991).
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experiments. Anderson and Meyer
(1993) estimate that the first expression,
the takeup elasticity, is between .46 and
.78.21 In what follows, I use the Illinois
experiment as an example because it was
the most successful. If increased entry
can outweigh the benefits there, it is un-
likely that the other experiments would
yield favorable results. The probability of
receipt of a bonus in Illinois was .136,
the bonus amount was $500, and the
mean weekly benefit $119. The mean
weeks of benefits conditional on qualify-
ing for the bonus (finding a job within
eleven weeks of filing) is taken to be the
control group mean conditional on re-
ceiving ten or less weeks of UI in the
first spell, or 3.65. Combining these esti-
mates suggests that takeup would rise
between 7 and 12 percent.

For two reasons, this range probably
underestimates the effect of a bonus of-
fer on takeup. Remember that the .136
bonus receipt rate is made up of a 25
percent qualification rate and a 54 per-
cent takeup rate. First, it is likely that
the marginal UI applicant induced to ap-
ply by a bonus would have a short spell
on UI that previously would have made
application unrewarding. Thus, it is un-
likely that only 25 percent of the claim-
ants would qualify for a bonus. Second, it
is unlikely that only 54 percent of those
induced to apply and who qualify for a
bonus would fill out the paperwork to re-
ceive it. Those induced to apply because
of the bonus would presumably be more
willing to fill out the paperwork to re-
ceive the bonus.

Even ignoring these factors, one ob-
tains a substantial increase in the costs of

21 This is the range of point estimates, which
one should not interpret as a confidence interval.
Anderson and Meyer (1993) is the only paper to
estimate this elasticity using individual data with
accurate information on benefit amounts and po-
tential duration. Other papers using aggregate
data have generally found ranges of point esti-
mates that overlap with this range.

a bonus offer. Costs per person with
no takeup effect were $500°.136 = $68.
With a takeup effect they would be
$500°.136%(1 + .07 to .12) +
$119°3.65°(.07 to .12) = $103 to $128. In
addition, once more people are induced
to enter the UI system, they may be sub-
ject to its incentives to prolong unem-
ployment, leading to increased jobless-
ness as well as greater costs.

Second, those who currently change
jobs without an intervening spell of un-
employment could become unemployed
for a few weeks, start work slightly later,
and file for UI benefits and the bonus.
A large fraction of those changing
jobs without unemployment would be in-
eligible because they quit their previous
job (though the enforcement of this
restriction is far from complete). How-
ever, estimates of the fraction of layoffs
that do not result in unemployment
range from 0.14 to over 0.30 in three
sources.2?

Third, a permanent bonus program
would subsidize firm layoffs by increas-
ing the compensation for short UI
spells.23 Frank Brechling (1981), Kim
Clark and Lawrence Summers (1982),
and Robert Topel (1983) find large and
statistically significant effects of higher
UI benefits on the probability of enter-
ing layoff unemployment. The ap-
proaches of Brechling and Topel are par-
ticularly designed to capture the
incentives firms face when considering
layoffs. Their results suggest that higher
compensation for short UI spells will
make layoffs more attractive to firms.
While much of the effect of benefits is

227Jacob Mincer (1991) gives the over 0.30 fig-
ure, Peter Gottschalk anf Tim Maloney (1985)
give 0.24 for involuntary separations which in-
cludes fires, and Robert Gibbons and L. Katz
(1991) give 0.14 for displaced workers.

23 These effects would be softened somewhat by
experience rating of the UI tax. But given the
slack in experience rating in most states, most of
the effect would likely remain.
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probably on layoffs that are initially
thought to be temporary, in about one-
third of such layoffs the worker is not
recalled. (See L. Katz and Meyer 1990.)
Therefore, even if recalled individuals
cannot receive a bonus, there will likely
be an effect on layoffs as part of the
compensation package in unstable indus-
tries increases. In addition, if we in-
crease the compensation for laid off
workers, it makes jobs with a high prob-
ability of layoff more attractive. The in-
centives will subsidize the expansion of
unstable industries, also tending to in-
crease layoffs and unemployment.24 One
should note that all of the effects de-
scribed in this section would tend to in-
crease unemployment as well as increase
UI payments.

It is possible that part of the experi-
mental impacts of the treatments were
due to Hawthorne effects. The term
Hawthorne effects refers to responses
that come from the act of experimenta-
tion itself rather than the intended treat-
ment.25 For example, claimants may
have reduced their receipt of UI because
they were under study per se, rather
than because of the bonus offer. This ex-
planation is not precise so, it is hard to
rule it out. However, Hawthorne effects
are a less plausible explanation if larger
bonuses tended to produce larger re-
sponses and if groups that were expected
to be more responsive to a bonus did re-
spond more. Such evidence would sug-

24 See Donald Deere (1991) for empirical evi-
dence on UI induced industry cross-subsidies, ex-
pansion of high layoff industries, and unemploy-
ment.

25The term Hawthorne effects comes from ex-
periments coriducted at the Hawthorne plant of
the Western Electric Company in Chicago be-
tween 1924 and 1933. The first of the experiments
appeared to show that changes in the level of illu-
mination resulted in increases in worker produc-
tivity and job satisfaction whether the lighting was
increased or decreased. For a critical examination
of these experiments see Richard Franke and
James Kaul (1978).

gest responses to the character of the
treatment rather than the act of experi-
mentation per se. There is some evi-
dence of this form because there is a
tendency for the larger bonuses to elicit
greater responses. But, as mentioned
above, this tendency is only significant in
pooled data from Pennsylvania and
Washington, not for either of the states
separately. There is also little evidence
of a larger response by low earnings
individuals to the fixed $500 bonus in Il-
linois (see Meyer 1991). On the other
hand, it is encouraging that the claimant
experiment in Illinois was successful,
while the more complicated treatment of
the employer experiment had little im-
pact.

F. Additional Comments

While the initial reaction of policy
makers and academics to the bonus ex-
periment idea was very positive, I be-
lieve the initial optimism is fading. With
time we can see more clearly the weak-
nesses of the experiments as a guide to
the viability of a permanent bonus pro-
gram. The initial results from Illinois
were so striking that additional bonus ex-
periments were tried. If the Illinois ex-
periment had produced weak results, the
idea probably would not have been re-
peated.

The large magnitude of the Illinois re-
sponses is still puzzling. Carl Davidson
and Woodbury (1991a) have argued that
the availability of extended benefits
during the first part of the Illinois
sample period interacted with the bonus
to produce larger effects. They find
larger differences between the treat-
ments and control groups during the pe-
riod that extended benefits were avail-
able. However, the Illinois claim
duration effects during the period when
extended benefits were not available
were still larger than the most compara-
ble treatments from Pennsylvania and



TABLE 4A
MAIN DESIGN CHARACTERISTICS OF THE DOL EVALUATED JOB SEARCH EXPERIMENTS

Charleston Claimant Placement New Jersey UI Reemployment Washington Alternative
and Work Test Demonstration? DemonstrationP Work Search Experiment®
Enrollment period February 1983 to December 1983 July 1986 to June 1987 July 1986 to August 1987
Treatments Three treatments, all 3 were required to Periodic contacts with Employment Three treatments:
report to ES and were monitored: (1) 2 Service required along with job search (1) exception reporting based on the
enchanced placement interviews and a workshop of 5 half-days plus one-on- honor system. UI payments sent
3-hour job search assistance session one session (JSA). unless office told to stop; (2) similar to
required after 4 weeks of UL; (2) 2 control group, but group eligibility
required interviews only; (3) 1 reviews and follow-ups had diffferent
required interview only. The control emphasis; (3) intensive work search
group was not subject to usual ES assistance with 2-day job search
reporting requirement. workshop
When first contacted ~ After st UI payment Approximately 5 weeks after claim filed At interview following claim filing
Population examined ~ Mass layoff claimants excluded Excluded those under 25, those with a All eligible claimants

definite recall date, members of unions
using hiring halls, and those with
tenure less than 3 years
Sample sizes 1,428 in control group, 4,247 in 3 2,385 in control group, 6,226 in 2 2,871 in control group, 6,763 in 3
treatment groups treatment groups treatment groups

Sources:

aCorson, Long, and Nicholson (1985).

b Corson, et al. (1989), and Anderson, Corson, and Decker (1991).

< Johnson and Daniel Klepinger (1991).

Other Important Characteristics

New Jersey UI Reemployment Demonstration: the job search assistance treatment were part of a larger demonstration which is also described in the bonus experiment
section. An additional treatment composed of job search assitance plus an offer of training and relocation assistance is not described here for reasons given in the text.
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TABLE 4B
MAIN DESIGN CHARACTERISTICS OF STATE JOB SEARCH EXPERIMENTS

Nevada Claimant

Placement Program (NCPP)2

Wisconsin Eligibility
Review Pilot Project (ERP)P

March 1983 to August 1983

6-hour job search workshop conducted
by ES staff; also tried 3-hour job
search workshop

80% when first filed, 20% at first ES
interview (approximately 6 to 9
weeks after claim)

Enrollment period February 1977 to March 1978

Treatments One treatment: more staff attention and
more referrals, weekly interviews and
eligibility checks, all services from
same ES/UI team which coordinated
their efforts.

When first contacted  After 3rd UI Payment

Population examined  After eligible claimants

Sample sizes
ment group

1,174 in control group, 2,371 in treat-

Claimants indefinitely separated from
most recent job

2,277 in control group, 2,587 in
treatment groups

Sources:
a Steinman (1978).
b Wisconsin Job Service (1984, undated).

Washington. Other possible explanations
include the state of the macroeconomy
(the unemployment rate at the time of
the experiments was highest in Illinois)
or that Illinois allowed employees re-
called by their former employer to re-
ceive the bonus.

3. The Job Search Experiments

The job search experiments tried sev-
eral different combinations of improved
provision of job finding services and in-
creased enforcement of the job search
requirements for the receipt of UI. This
section describes in turn the design of
the experiments and the effects of the
experiments on weeks of benefits, earn-
ings, enforcement of work search rules,
job searches, referrals and placements. I
then analyze whether the results suggest
that permanent adoption of an expanded
job search program would be sensible.
This part is divided into cost-benefit
analyses, and interpreting the long-run
effects of the programs.

A. The Experimental Designs

Tables 4A and 4B summarize the main
design characteristics of the five job
search experiments.26 I have split the
job search experiments into two groups
and given these groups the labels De-
partment of Labor (DOL) evaluated job
search experiments and state job search
experiments.2’” The reason behind this
division is that the DOL experiments are
more carefully designed, implemented
and evaluated than the state experi-
ments. Thus, their results should be ac-
cepted with greater confidence. Before

26 Because of defects in the experimental de-
sign, I have dropped the Re-Employ Minnesota
program and the Nevada Claimant Employment
Program (NCEP) from this version of the paper.
See Meyer (1992) for a description of these pro-

rams.

27These labels are an oversimplification in that
the DOL supported experiments were fed-
eral/state cooperative efforts and some federal
support was provided for the Nevada Claimant
Placement Project. However, the DOL experi-
ments are described in DOL publications, while
the state efforts are described in state staff re-
ports.
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describing the experiments, it is useful
to describe the status quo that these ex-
periments altered.

UI claims procedures and the work
test differs significantly across states, but
there are several common elements.
When UI claimants file for benefits, they
are typically divided into those that are
required to register with the employ-
ment service and those that are not.
Those that are exempted typically are on
layoff with a definite recall date or are
members of a union that hires through a
union hiring hall. Some states monitor
whether a claimant registers with the
employment service, while others do not.
States require all claimants to submit
evidence of their job search efforts.
Typically, but not always, they require
details of employer contacts made during
a week. After a claimant has been unem-
ployed for some time, she is typically
asked to report for an eligibility review.
Often this review takes the form of a
group session followed by an individual
review of eligibility. This is the proce-
dure for a typical state, but states differ
in many respects.

Each of the experiments altered the
existing state procedures in a different
way and several of the experiments had
more than one treatment. The main dif-
ferences between the treatments were
the job finding services provided, the
additional reporting requirements, and
whether or not a job search workshop
was required. The experiments also dif-
fered according to when the new ser-
vices or requirements were provided and
whether some claimants were excluded
from the demonstration.

The job finding services provided dif-
fered substantially across the experi-
ments. In the Charleston experiment
claimants were interviewed and a job-de-
velopment attempt or referral was made.
They were placed in the state job match-
ing system and taught how to use job

listings. In New Jersey claimants were
interviewed and tested. A job resource
center was set up in each office and list-
ings of job openings and telephones were
made available. In Washington, claim-
ants had an interview which emphasized
job-finding techniques and phone rooms
were made available. The Nevada experi-
ment emphasized more personnel atten-
tion by ES/UI personnel and also in-
sisted that all ES/UI contacts be
provided by the same person or pair of
individuals (one from UI, one from ES). A
separate treatment group in the New ]er-
sey experiment was provided training or re-
location assistance. For the reasons men-
tioned earlier (its higher cost and simi-
larity to training programs, not job search
programs), I did not study this treatment.

Four experiments, Charleston, New
Jersey, Washington, and Wisconsin, re-
quired that at least one of their treat-
ment groups attend a seminar on how to
find a job. The Charleston workshop
“lasted approximately three hours and
provided a forum for discussing basic
search and interviewing strategies, and
for making relevant labor-market infor-
mation available.” The New Jersey work-
shop lasted five half-days and “included
such topics as dealing with the loss of
one’s job, self-assessment, developing re-
alistic job goals, organizing an effective
job search strategy, and developing re-
sumes and effective job application and
interview techniques.” The Washington
workshop lasted two days and “included
training on skills assessment, interview
and marketing techniques, telephone
canvassing, completing applications, and
preparing resumes.” The Wisconsin
workshop lasted six hours and included
how the job service works, job opportu-
nities assessment, how people find jobs,
application completion, and interviewing
techniques (for Charleston see Corson,
Long, and Nicholson 1985, p. 19; for
New Jersey see Corson et al. 1989, p. 72;
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for Washington see T. Johnson and Kle-
pinger 1991, p. 5; for Wisconsin see Wis-
consin DILHR, undated, p. 10).

An important element of several of the
experiments was more frequent checks
of claimant eligibility, and additional re-
quired visits to the UI or ES offices to
maintain UI eligibility. The Nevada
Claimant Placement Program required
weekly interviews and eligibility checks,
Charleston required a different number
of in depth interviews depending on the
treatment group, and New ]ersey re-
quired periodic contacts with the Em-
ployment Service. This combination of
additional services and tightened eligibil-
ity checks makes it difficult to determine
what aspects of the experiments induced
the changes in outcomes below.

One of the treatments in Washington
tried the opposite approach of requiring
fewer checks of claimant job search ac-
tivities. This exception reporting treat-
ment was based on the honor system,
meaning that UI payments were sent to
claimants until they indicated that they
were no longer eligible, i.e., had re-
turned to work. Claimants were in-
structed to make an active job search,
but no job search services were provided
and no reporting of work-search contacts
was required.

The experiments also differed as to
who was included and when claimants
were first contacted and told of their ob-
ligations or opportunities. Some experi-
ments excluded from the study pop-
ulation certain groups such as those on
temporary layoff.28 The experiments
that delayed contacting claimants or ex-
cluded others generally did this to ex-
clude certain individuals who usually did
not need to report to the Employment
Service or were thought to be unlikely to
benefit from the job search services.

281n all experiments the exclusions took place
Erior to random assignment or were applied to
oth treatment and control groups.

Before turning to the results, it is
again worth reporting whether random
assignment was properly carried out in
the experiments. From the descriptions
in the reports it appears that there were
two experiments with deviations from
perfect random assignment. In Washing-
ton, the allocation rate for the treatment
groups relative to the controls was
changed in the middle of the experiment
(T. Johnson and Klepinger 1991, p. 11).
Therefore, the average data of entry for
the treatment groups was different from
that of the controls. Similarly, in Char-
leston the allocation of claimants among
the treatment groups was different for
one site, leading to the geographic repre-
sentation of the treatment groups being
different from the controls (Corson,
Long, and Nicholson 1985, p. 26). Given
that the Washington estimates control
for the season and year in which claim-
ants filed, the deviation from random as-
signment there is unlikely to appreciably
bias the results. It appears that the
Charleston regression estimates do not
control for the sites, so the deviation
from randomization is more of a con-
cern there. However, the two groups
that were shuffled had roughly simi-
lar impacts so that any bias is likely to
be small. Comparisons of the pre-
experiment means of various variables
for the treatment and control groups in
these two experiments as well as for the
others do suggest comparability of the
groups (see Corson, Long, and Nichol-
son 1985, p. 27 for Charleston; Corson et
al. 1989, p. 213 for New Jersey; Stein-
man 1978, p. 19 for Nevada; T. Johnson
and Klepinger 1991, p. 16 for Washing-
ton; and Wisconsin Job Service 1984, p.
11 for Wisconsin).

B. Effects on Weeks of Benefits and
Earnings

Tables 5A and 5B report estimates of
the effects of the six job search experi-
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TABLE 5A
EFFECTS OF DOL SUPPORTED JOB SEARCH EXPERIMENTS ON WEEKS OF BENEFITS AND REEMPLOYMENT
EARNINGS: MEASURED AS TREATMENT MINUS CONTROL
(standard errors in parentheses)

Weeks of Benefits Earnings ($)
Without With 1st, 2nd, or 3rd Total
Regressors Regressors Quarter After Claim Earnings
State and Treatment (1) (2) (3) (4)
Charleston Claimant
Placement and Work
Test Demonstration?
1. 2 Interviews and -0.70 -0.76 131 152
Job Search Session (0.39) (0.38)
2. 2 Interviews only -0.50 -0.61 145 264
(0.37) (0.36)
3. 1 Interview only -0.50 -0.55 38 110
(0.38) (0.37)
New Jersey UI Reemployment
Demonstration?
1. Job-Search Assistance -0.50 -0.47 101 554
(JsA) (0.25) (0.24) (82)
Washington Alternative
Work Search Experimente
1. Exception Reporting 3.34 =31 —23
(0.29) (63) (220)
2. Individually Tailored 0.17 54 —24
Work Search (0.30) (64) (224)
3. Intensive Work Search -0.47 36 292
(0.28) (60) (211)

Sources:

aCorson, Long, and Nicholson (1985, pp. 57, 69, and 75) and author’s calculations.
b Corson, et al. (1989, pp. 256 and 383), and Anderson, Corson, and Decker (1991, p. 22) and author’s calculations.

¢ Johnson and Klepinger (1991, pp. 27 and 44).

Notes: (1) To aid interpretation of the results, the control group mean weeks of benefits were 15.5, 17.9, and 14.5 for
the three experiments in the order listed above. The control group earnings corresponding to column (3) were
$1,369, 2,507, and $2,019 in the 3 experiments in order. (2) In Charleston the UI benefits measure is for the first 6
months of the claim, and the two earnings measures are for the second quarter and the first two quarters after claim.
(3) In New Jersey the UI weeks measure is for the Benefit Year, and the two earnings measures are for the third
quarter and first 10 quarters after the quarter of claim (with regression controls). (4) In Washington the UT weeks
measure is for the Benefit Year, and the two earnings measures are for the first quarter and first year following the

claim.

ments on weeks of unemployment bene-
fits received and measures of reemploy-
ment earnings when available. Table 5A
reports the results for the higher quality
DOL evaluated experiments, while 5B
reports the results for the state experi-
ments. See Section 2 B. for a discussion

of the reasons for using these outcome
measures. In the tables, the mean for
the treatment group in question minus
the mean for the control group provides
an estimate of the effect of the treat-
ment on UI receipt. When available, I
also report the same statistic obtained
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TABLE 5B
EFFECTS OF STATE JOB SEARCH EXPERIMENTS ON
WEEKS OF BENEFITS AND REEMPLOYMENT EARNINGS:
MEASURED AS TREATMENT MINUS CONTROL
(standard errors in parentheses)

Weeks of Benefits
Without
State and Treatment Regressors

Nevada Claimant Placement -3.90

Program (NCPP)» (0.41)*
Wisconsin Eligibility Review

Pilot Project (ERP)b -0.62

(6-hour workshop) (0.43)*
Sources:

aSteinman (1978, pp. 28 and 35), and author’s
calculations.

b Wisconsin Job Service (1984, pp. 13 and 15).

¢ The standard error for the NCPP has been estimated
using the reported sample sizes and a standard
deviation of weeks of benefits of 10. The Wisconsin
standard error was approximated using the significance
level reported in Wisconsin Department of Labor
(1984).

Notes: (1) To aid interpretation of the results, the
control group mean weeks of benefits was 12.4 and 16.4
for the two experiments in the order listed above. (2) In
the NCPP the UI weeks measure is for the first spell,
and for the sample excluding union members. (3) In
Wisconsin the UI weeks measure is all weeks
accumulated by a fixed date that was just under a year
after the end of the intake for the experiment.

after one accounts for the effects of
individual characteristics in a regression
analysis.

The DOL evaluated job search experi-
ments show moderate sized effects on
weeks of UI received. Charleston, New
Jersey, and Washington all show reduc-
tions of about one-half of a week in UI
receipt from the treatments with more
intensive services and oversight. Several
of these effects are statistically signifi-
cant or nearly statistically significant and
the estimated impacts are about the
same size as those of the bonus experi-
ments. The Washington exception re-
porting treatment that did not provide
any services and reduced the oversight of
claimants was associated with a large and

statistically significant 3.34 week in-
crease in weeks of UI received. As was
the case for the bonus experiments, re-
gression controls have almost no effect
on the point estimates or their standard
errors.

The Wisconsin job search workshop
experiment showed a moderate decline
in the duration of UI receipt that is simi-
lar in magnitude to those for the DOL
evaluated experiments. The change is
not statistically significant however.

The Nevada experiment shows a very
large and statistically significant decline
of 3.9 weeks of UI benefits received by
the treatment group.2® This experiment
emphasized higher quality delivery of ex-
isting services and required claimants to
return to the same ES/UI team for all
contacts. The Nevada experiment seems
especially promising, but its approach re-
quires more study because its evaluation
is one of the least complete.

Earnings impacts are also available for
the DOL evaluated experiments and are
reported in Table 5A. I have less choice
of earnings measures for these job search
experiments than I had with the bonus
experiments. The measure of quarterly
earnings is the second, third, and first
quarter after claim for Charleston, New
Jersey, and Washington, respectively.
The measure of total earnings is the first
two, ten, and four quarters, for the three
experiments in order. All of the quarterly
earnings measures suggest slight in-
creases in earnings for the more inten-
sive treatments (all treatments except
the first two in Washington). The total
earnings numbers are also always posi-
tive and are consistent with a one-half
week reduction in Ul receipt being asso-

29 Standard errors on the weeks of UI effects
were not reported for the two state experiments,
so I have approximated them using the reported
sample sizes and a standard deviation of weeks of
10, which is slightly larger than the average from
the other experiments.
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ciated with one-half week more of work.
However, because of their large standard
errors, the earnings numbers are consis-
tent with a wide range of possible im-
pacts.30

There does not appear to be a sym-
metric decline in earnings for the Wash-
ington exception reporting treatment
which removed almost all oversight by
the Employment Service and increased
UI receipt by 3.34 weeks. These addi-
tional weeks of UI receipt do not seem
to have been translated into fewer weeks
of work, as total earnings in the year
were only slightly lower while hourly
earnings over the year were insignifi-
cantly higher than the control group.
While this Washington treatment did not
affect earnings during the year after
claim, it did significantly increase the
probability of a worker returning to the
same employer or industry.

C. Enforcement of the Work Search
Requirements

One of the goals of the job search ex-
periments was to reduce abuse of the Ul
system by claimants who do not search
for work as required. This section re-
ports the effects of the experiments on
the enforcement of work search rules. In
four of the five job search experiments,
administrative measures of enforcement
such as denials of benefits increased sig-
nificantly.3! These four experiments re-
quired claimants to make additional trips
to the Employment Service and failure
to report could result in denial of bene-

30 While standard errors are unavailable for two
of the experiments, the sample sizes are such their
earnings estimates are also likely to be imprecise.

31For Charleston see Corson, Long, and
Nicholson (1985, pp. 44-54); for New Jersey see
Corson et al. (1989, pp. 273-77); for the Nevada
NCPP see Steinman (1978, pp. 36-42); for Wis-
consin see Wisconsin Job Service (1984, p. 14). In
Washington there were no significant changes in
denials for the main treatment group; see T.
Johnson and Klepinger (1991, pp. 39—43?

fits. The experiments differ whether the
increased denials were due to failure to
report or to better enforcement of the
work search rules. In Charleston it ap-
pears that better enforcement of work
search was more important, while in
New Jersey and Washington an increase
in denials for failure to report was the
only significant change.32 It is possible
that those failing to report would have
been denied for work search reasons, but
the results suggest that part of the re-
duction in UI receipt in these experi-
ments came from the additional costs im-
posed on claimants. In all cases however,
denials per se would account for a small
fraction of the decline in weeks of Ul
received. For example, in Charleston
there was a rise in denials of specific
weeks for the treatment groups, but it
would take ten weeks per denial to ac-
count for the declines in UI receipt
these groups showed (Corson, Long, and
Nicholson 1985, pp. 48-51). If increased
enforcement was responsible for most of
the decline in UI receipt, the decline
must have come from indirect effects of
tighter enforcement such as deterring
violations of work-search rules.

The Washington exception reporting
treatment provides some evidence of the
effects of changes in the opposite direc-
tion, i.e., reducing reporting require-
ments. Ul duration increased over three
weeks when this treatment had claimants
notify the UI office when they had found
a job and did not require the reporting
of work-search contacts. It is unclear
whether this increase indicates that
claimants were slow in notifying the UI
office that they had found a job, or that
eliminating the work-search reporting

32 A hazard model analysis in the Washington
report analyzes the timing of the effects of the
work search services. It suggests that the shorter
durations of UI receipt are due to the costs of

pearing at the UI office. See T. Johnson and
I‘ieplnger 1991, pp. 31-38).



TABLE 6A

EFFECTS OF DOL EVALUATED JOB SEARCH EXPERIMENTS ON WEEKS OF BENEFITS AND REEMPLOYMENT EARNINGS
MEASURED AS TREATMENT MINUS CONTROL

Perspective (Benefits minus Costs)

All
UI System Government Society
Change in Administrative Change in
Benefits Costs Earnings (1)+(2) (4)+.2%(3) (4)+(3)
State and Treatment (1) (2) (3) (4) (5) (6)
Charleston Claimant Placement
and Work Test Demonstration®
1. 2 interviews and job search session 73 -18 152 55 85 207
2. 2 interviews only 59 -13 264 46 99 310
3. 1 interview only 53 -5 110 48 70 158
New Jersey Ul Reemployment
DemonstrationP
1. Job-Search Assistance (JSA) 148 -154 554 —6 105 548
Washington Alternative Work
Search Experiment*
1. Exception reporting —265 0 —23 -265 -270 —288
2. Individually tailored work search -5 -2 —24 -7 -12 -31
3. Intensive work search 68 -14 292 54 112 346

Sources:

2 Corson, Long, and Nicholson (1985, pp. 57, 104) and author’s calculations.
b Anderson, Corson and Decker (1990, pp. 22, 62-66) and author’s calculations.
© Johnson and Klepinger (1991, pp. 27, 44 and 50).
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TABLE 6B
COST-BENEFIT ANALYSES OF THE STATE JOB SEARCH EXPERIMENTS
Change Administrative UI System
in Benefits Costs Benefits—Costs
State and Treatment (1) (2) (3)
Nevada Claimant Placement Program (NCPP): 318 —49 269
Wisconsin Eligilibility Review Pilot Project (ERP)P 82 -25 57

Sources:
sSteinman (1978, pp. 59-61), and author’s calculations.
bWisconsin Job Service (1984, p. 13).

requirement actually reduced search ef-
fort, or just reduced disqualifications for
weeks without search. As total earnings
did not fall, it seems likely that the
change in requirements did not reduce
search effort appreciably.

D. Job Searches, Referrals, and Placements

Two of the five job search experiments
generated large increases for the treat-
ment groups in measures of job search
assistance such as job searches, referrals,
placements, and counseling (for Charles-
ton see Corson, Long, and Nicholson
1985, pp. 37-44; for the Nevada NCPP
see Steinman 1978, pp. 36-39; for New
Jersey see Corson et al. 1989, pp. 246-
51; for Washington see T. Johnson and
Klepinger 1991, pp. 19-21). The experi-
ment with the largest reduction in weeks
of UI was one of these two. The experi-
ments generating large increases in ser-
vices were in Nevada and Charleston. In
both experiments referrals to new jobs or
placements more than doubled. In New
Jersey the treatment groups received
more counseling but only moderate
sized, but statistically significant in-
creases in job referrals (from 6.1% to
8.5%). At the other extreme, placements
and referrals tended to be lower for the
treatment groups in Washington. Infor-
mation on referrals and placements was
not available for Wisconsin.

E. Analyses of Costs and Benefits

To assess whether a job search pro-
gram is a desirable policy to adopt per-
manently, we need an overall accounting
of the costs and benefits of such a pro-
gram, as we did for the bonus experi-
ments in Section 2.D. Table 6A reports
cost-benefit analyses and components of
the calculations for the higher quality
DOL evaluated experiments. Table 6B
reports similar, but less complete, evalu-
ations for the state experiments. Except
for the New Jersey experiment, the costs
of the job search treatments were always
low compared to the savings in UI bene-
fits. Therefore, the UI system and total
government (in the absence of large
negative earnings changes) benefitted
from the programs.33 The benefits of the
job search experiments tended to exceed
costs by a wide margin. For example, in
both Nevada and Wisconsin the costs of
the additional services and oversight was
much less than half of the savings in UI
benefits.

Societal level cost benefit analyses
require earnings estimates as they com-
pare the administrative expenses of
the experiment to changes in claimant

331n the New Jersey JSA only treatment, the Ul
system broke even and total government gained,
while the iSA and training treatment had higher
costs than benefits.
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earnings. Unfortunately, earnings are
only available for the DOL evaluated
experiments. These experiments indi-
cate earnings increases are associated
with less UI receipt. However, I should
emphasize that most of the estimates of
earnings impacts are not precise. Over-
all, the job search experiments are very
encouraging, but conclusive societal
cost benefit analyses will require more
precise earnings impacts. In addition,
none of the cost-benefit analyses include
the cost of any additional burdens placed
on claimants as part of a strengthened
work test. These costs are likely to be
particularly important in the experiments
that put less weight on job finding assis-
tance such as Washington and Charles-
ton.

F. Interpreting the Effects
of the Experiments

A key question in the interpretation of
the job search experiments is the relative
importance of increased services and
work search requirements in the deter-
mination of outcomes. It is clear that a
wide range of treatments was successful
because the Wisconsin experiment had
very little additional enforcement while
the Washington experiment treatments
showed little effect on measures of ser-
vices such as referrals and placements.
The other experiments seem to lie some-
where in between, however it is difficult
to discern the relative importance of ser-
vices and requirements in a treatment
where they are combined. In New Jersey
the report authors argue that the direct
effects of the increased compliance
checks were small. Claimants were un-
likely to be disqualified for failure to re-
port for services. The Charleston authors
indicate that reporting requirement cou-
pled with the cessation of payments were
the most important part of the treat-
ments. While in Nevada, the author of
the report argues that continuity, i.e., re-

turning to same UI/ES team and the in-
dividualized services were the key (see
Corson et al. 1989, pp. 275-77; Corson,
Long, and Nicholson 1985, p. 108; and
Steinman 1978, pp. 48-50). Thus, the
bottom line is that a wide range of ap-
proaches seem to be successful.

A key advantage of the job search
approach to UI reform is that it is un-
likely to increase entry into the pool of
UI claimants. Unlike a reemployment
bonus, job search assistance does not
increase the incentives to file for UI if
one already has a job lined up or ex-
pects to have a short spell. The experi-
mental treatments that make continued
receipt of UI more costly, such as some
of those in Washington and those in
Charleston, might reduce the pool of UI
claimants.

The possibility remains that those en-
couraged to find a job quickly will do so
at the expense of others who are dis-
placed by those workers. However, to
the extent that job search assistance im-
proves the matching of workers and jobs,
displacement may be less important. In
addition, several of the experimental
treatments led claimants to use the em-
ployment service more intensively. It is
an important unresolved question as to
whether this will draw down the quality
and quantity of available job listings for
others. Alternatively, it might induce
employers to list more jobs with the ES
as the number (and possibly the quality)
of potential applicants grows. One
should not take the results of the experi-
ments to indicate that the job service
should haphazardly make more referrals.
Such a strategy could sharply reduce em-
ployers’ willingness to list jobs.

It is possible that part of the experi-
mental impacts of the job search treat-
ments were due to Hawthorne effects if
claimants responded to being in an ex-
periment per se rather than the intended
treatments. Hawthorne effects may be
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more plausible for the job search experi-
ments than the bonus experiments be-
cause they involved repeated contact
with claimants which the bonus experi-
ments did not have. As mentioned above
in Section 2 E., the imprecision of this
hypothesis makes it hard to rule out
completely. However, with the job
search experiments there is stronger
evidence that more intensive treatments
produced larger responses, and treat-
ments which were expected to increase
UI receipt did so. The most intensive
treatments were in the two Nevada ex-
periments which also had the largest UI
duration responses. The intensity of
these treatments is indicated by the de-
scriptions of the services, the large ef-
fects on referrals and placements, and
the large administrative expenses per
claimant. Other experiments such as
New Jersey and Washington had small or
no effect on service provision, and
Charleston and Washington administra-
tive expenses were extremely low be-
cause few services were provided. Wash-
ington also had two treatments which
could have been expected to have no ef-
fect or increase UI receipt, and the re-
sults supported this. The exception re-
porting treatment lead to more weeks of
UI and the second treatment that was
similar to the control group had no
change in weeks of UI. Thus, the pattern
of the responses in the job search experi-
ments is not consistent with Hawthorne
effects being the main cause.

A potentially more important problem
with the Nevada experiment is that the
job service personnel may not have been
representative of the entire pool of ser-
vice providers. In Nevada, the treatment
group received assistance from four two-
person teams. If job service personnel
differ substantially in their ability to as-
sist claimants, a sample of four is not
large enough for such differences to av-
erage out. The outcome differences be-

tween treatment and controls may be
partly a measure of the personnel’s abil-
ity rather than the effect of the services
provided.

4. Implications of the Experiments
for Theory

Two main approaches have been used
by labor economists to analyze unem-
ployment: labor supply models and
search theory. These approaches can be
used to understand the results of the bo-
nus experiments and, to a lesser extent,
the job search experiments.

Labor supply theories such as Moffitt
and Nicholson (1982) model unemploy-
ment in a static labor-leisure choice
framework. An individual’s utility is
taken to be an increasing function of in-
come and unemployment, where unem-
ployment is valued because of its leisure
component. It is assumed that an indi-
vidual can become reemployed at any
time and search behavior does not affect
the reemployment wage. An individual
maximizes utility subject to a budget
constraint that is altered by UI. Further
assume that the period for this maximi-
zation is a year and that any leisure dur-
ing the period must be taken in the first
spell of unemployment. A reemployment
bonus then raises the budget constraint
by the bonus amount over the range of
unemployment less than the qualifica-
tion period. Figure 1 displays the origi-
nal and modified budget constraint cre-
ated by a bonus program.

This change in the budget constraint
has different effects depending on a per-
son’s preferences and thus their location
on the original budget constraint. The
effect of the bonus on the combined
population is uncertain. If initially a per-
son was unemployed for less than the
qualification period, then the income ef-
fect will cause her to lengthen her unem-
ployment spell. On the other hand, if she
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was originally unemployed for longer
than the qualification period, she has an
incentive to reduce her unemployment
spell to receive the bonus. While the
theoretical effects of the labor supply
model on unemployment are ambiguous,
the likely effect of a bonus offer is to
decrease mean unemployment duration.
Certainly, the first effect is limited to
small changes in duration which keep
unemployment spells less than the quali-
fication period.

Search theory provides a reason other
than the consumption of leisure for why
an individual might choose some unem-
ployment. Dale Mortensen (1987) ana-
lyzes the effects of a reemployment
bonus using a simplified version of the
models described in Mortensen (1986).34
In this partial equilibrium model, indi-
viduals are wealth maximizing and have a
constant search intensity. Assume con-
stant, but different, offer arrival rates
when unemployed and employed, and a
stationary wage distribution. With some
additional assumptions, this model im-
plies a lower reservation wage with a bo-
nus than without, during the qualifica-
tion period. This result translates into a

34Gee Levine (1991) and Anderson (1992) for
further extensions of this model.

higher hazard of exit from unemploy-
ment during the qualification period and
shorter mean unemployment duration
with a bonus offer.

The bonus experiment mean duration
and earnings numbers can be interpreted
using these theories. The reduction in
mean UI receipt for most bonus treat-
ments is consistent with both of these
models. The lack of significant negative
effects on earnings is consistent with la-
bor supply models where the wage is
fixed. But, because there are large stan-
dard errors around most of these earn-
ings numbers, it would be inappropriate
to reject search theory. The earnings
numbers are also consistent with most of
the adjustment to the bonus offer in a
search model coming through search in-
tensity rather than the reservation wage.
While these models can explain the
changes in UI receipt and earnings, they
are less successful in explaining the
second order question of the differences
between the results of the different
experiments. Levine  (1991) tests
whether a simple search theory model
fits the data from both the Illinois and
New Jersey bonus experiments. Given
the large differences between the bonus
responses in the two states (see Table 2),
he finds that it is difficult to reconcile
the results of the two experiments.
Davidson and Woodbury (1991a) argue
that the differing results of the Illinois
and Washington experiments may be
due to the availability of FSC in Illinois,
but the results of their theoretical model
are surprising and do not seem very gen-
eral.

Besides their implications for mean
unemployment duration, there are sev-
eral other important predictions of these
models and their extensions. Because of
the discontinuity in the budget set in the
labor supply model at the end of the
qualification period, many people will
maximize their utility by receiving UI for
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exactly the qualification period.35 One
must argue informally, as Moffitt and
Nicholson do in their paper, that the ran-
dom nature of job finding leads people
to cluster around this discontinuity
point. This modification would lead to
the prediction of a rising hazard just be-
fore the end of bonus eligibility. Morten-
sen’s search model also implies that the
hazard rises as an unemployment spell
progresses until one reaches the point
where bonus eligibility ends. Then, the
hazard drops discretely to a constant
lower level.36 There is only weak evi-
dence from the Illinois employee experi-
ment for a higher hazard before the end
of the qualification period. Meyer (1991)
finds that the hazard rises eight percent
in the last two weeks, but this change is
not significantly different from zero. A
visual examination of the Pennsylvania
hazards appears to show an increase in
job taking just prior to the end of eligi-
bility, but the changes are unlikely to be
significant given the sample sizes (Cor-
son et al. 1992, p. 103). Thus, the Illinois
and Pennsylvania data only weakly show
the increases in job finding predicted by
labor supply and search theories.37

One might expect that formal search
or labor supply models of unemployment
would predict that those with lower
earnings, or lower weekly UI benefit
payments, would respond more to a bo-
nus of a given dollar amount. These im-

35 Levine (1988) simulates the effects of the bo-
nus using four different sets of preferences and
finds that between one-quarter ang one-half of the
sample is located at the discontinuity in the
budget set. His results might be softened if incom-
plete participation were assumed.

36 Most of the simulations performed by
Mortensen using this model show a sharp increase
in the reemployment hazard just before the end of
the bonus e igigility period.

370ne would not expect similar behavior in
New Jersey since the bonus decreased to zero at
the end of the eligibility period. An examination of
this issue is not possible in the published Wash-
ington data since the length of the eligibility pe-
riod varied across individuals.

plications are shown in Meyer (1991)
which also examines the evidence from
the Illinois experiment. The effects gen-
erally point in the expected direction,
but are small and insignificant. One can-
not examine this issue in the other bonus
experiments because the bonuses are
proportional to weekly benefits.

Interpreting the job search experi-
ments in a formal way is more difficult
than it is for the bonus experiments. The
job search experiments provide a mix of
useful information and increased re-
quirements. The information, which
includes referrals, suggestions of search
areas, aid in writing resumes and inter-
viewing techniques can be interpreted as
increasing the productivity of search.38
Alternatively, the increased enforcement
of work search rules can be interpreted
as making the leisure component of un-
employment more costly or inducing
more search. Both interpretations are
consistent with the experimental results
of shorter spells of UI receipt and earn-
ings that do not appreciably decline and
may even increase.

Some of the experimental data can be
used to examine search models with the
possibility of recall to a previous job.
The data are also informative about the
role of recall expectations on job finding.
Models incorporating these charac-
teristics can be found in L. Katz ( 1986).
In one of his models an individual re-
vises downward her expectation of being
recalled as her unemployment spell con-
tinues. Anderson (1992) examines the
New Jersey experiment with these mod-
els in mind. She finds that the bonus of-
fer and the job search assistance work-
shop have little effect on the recall rate,
as we would expect because the experi-
ment did not allow recalled workers to

38 Even if the control group investment in
search productivity is private%y efficient, it may be
beneficial for the government to provide assis-
tance if it reduces UI program costs.
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receive a bonus. She further finds that
the job search workshop seems to have
much of its effect through convincing
people who initially expect to be recalled
to consider searching for a new job. She
also finds a declining negative effect of
initial recall expectations on new job
finding, which agrees with L. Katz’s
model of worker updating of recall ex-
pectations.

Besides their implications for theories
of unemployment, the bonus experi-
ments and their low takeup rates are
informative about theories of program
participation. As in Moffitt (1983),
economists typically explain incomplete
participation by transaction costs or
stigma. The results of the bonus experi-
ments agree with past findings of low
participation in many social insurance
programs. As indicated above, the takeup
rates for the bonuses ranged from 55 to
66 percent.3® These numbers provide
further evidence of stigma or transaction
costs associated with government grants.
The low participation is surprising given
that the receipt of a bonus typically re-
quired filling out only one or two forms.
An important role for transaction costs
rather than stigma is suggested by these
results as potential bonus recipients had
already overcome any stigma of initially
applying for UL Follow-up surveys for
two of the bonus experiment also sug-
gested that stigma was not as important
as lack of information about and trust in
the experiment, forgetfulness, and the
complications of the procedure (Spiegel-
man and Woodbury 1987, pp. 7.5-7.7;
and Spiegelman, O’Leary, and Kline
1991, pp. 183-85). The extremely low 12
percent takeup rate in the Illinois Em-
ployer Experiment (where the employer
received the $500 bonus) also suggests

39 This omits the employer experiment in Illi-
nois where the takeup rate was a minuscule 12
percent.
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the difficulties that employees have with
telling their employers that they are “on
sale” and possibly negotiating a side pay-
ment.40

5. Implications for Policy

A number of conclusions can be drawn
from the four reemployment bonus and
five job search experiments. First, the
bonus experiments show that economic
incentives do affect the speed with
which people leave the unemployment
insurance rolls. UI is not a completely
benign transfer; it affects claimants’ be-
havior. This is shown by the declines in
weeks of UI receipt found for all of the
bonus treatments, several of which are
statistically significant. While the half-
week impacts that were typically found
may seem small, one should remember
that typically only about 15 percent
of claimants received a bonus in most
treatments. Only about 30 to 40 per-
cent of claimants found jobs during
the qualification period, and typically
only about half of these submitted the
paperwork indicating they had found a
job.

The experiments also show that speed-
ing claimants’ return to work does not
appear to significantly decrease quarterly
earnings and may increase total earnings
following the claim. With large standard
errors for most treatments, we cannot
say anything stronger. If further research
supports a conclusion of no effect on
quarterly earnings, it would be an impor-
tant finding and would imply that small
changes in the generosity of UI are un-
likely to affect the reemployment wages
of claimants.

I have also argued that the results do
not show the desirability of a permanent

40 Also see John Donohue (1989) who argues
that comparisons of the Employer and Claimant
Experiments in Illinois provide a test of the Coase
theorem.
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reemployment bonus program. The sim-
ple cost benefit analyses that do not ac-
count for entry effects show that most
bonus treatments generate small losses
for the UI system. Corresponding socie-
tal net benefits are positive about one-
half of the time and negative in the other
cases. Furthermore, accounting for entry
effects would make cost-benefit analyses
of a bonus program less favorable for
both the UI system and society as a
whole. A reemployment bonus makes
filing for UI much more valuable, as
claimants become eligible for a large
payment if they file and then find a job
soon. Empirical estimates discussed
above suggest that these effects might be
large. An important caveat on the socie-
tal cost benefit analyses is that they are
not definitive because they rely cru-
cially on earnings estimates that are im-
precise.

These observations also suggest that
the optimal UI literature, such as Steven
Shavell and Laurence Weiss (1979) and
Hausman (1984), has overlooked a key
element in designing a pattern of bene-
fits. Front loading benefits is likely to
have an effect on entry into UI, both
through takeup by the unemployed and
through firm temporary layoffs. One can-
not alter one part of the UI payment
structure to reduce moral hazard and ex-
pect all other behavior to remain un-
changed.

On the other hand, the job search ex-
periments show that various combina-
tions of increased enforcement of work
search rules and additional job finding
services can reduce UI receipt and un-
employment in a cost effective way.
Nearly all of the combinations tried by
the five experiments reduce UI receipt,
and the reductions in UI receipt are
often statistically significant. The more
intensive treatments tend to have bigger
effects, but unfortunately the largest im-
pact occurred for the least well designed

and evaluated experiment. Nearly all of
the treatments have benefits that exceed
costs for the UI system. If one accounts
for any reduction in the excess burden of
taxation as government expenditures and
taxes fall, the calculation would likely
lead to more positive cost benefit analy-
ses. Societal level cost benefit analyses
do have some uncertainty because the
earnings change estimates, when avail-
able, have large standard errors.

These results suggest that there are
benefits to UI claimants and society
from strengthening the work test and the
employment service. In thinking about
the form changes should take a key issue
is the weight put on enforcement versus
services. It is clear from the Washington
exception reporting treatment that some
enforcement of the work test is neces-
sary. This treatment increased Ul receipt
by over three weeks and led to little
change in job quality. The social value of
strengthening the work test as in Char-
leston and some of the Washington treat-
ments depends on whether the increased
costs fall disproportionately on claimants
who are not actively seeking work. It
seems likely that this is the case, but the
experiments do not examine this issue di-
rectly. They do tend to find that UT offi-
cials are reluctant to disqualify claimants
for lack of participation in treatments if
that was their only work test violation.
The experimental results, as well as work
such as Burgess and Kingston (1990) in-
dicate that there is a role for further
search requirements as part of the bar-
gain for UI receipt.

On the services side we should con-
sider making job search assistance uni-
versal. The exact combination of services
we should include is not completely
clear, but job search workshops and indi-
vidual attention by the same personnel
seem promising. The uncertainty about
the right combination of services leads to
the next section.
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6. The Value of the Experiments and
Future Experiments

The bonus experiments should con-
vince any hardened skeptics that mone-
tary incentives have a substantial effect
on job finding. Because there is already a
wealth of nonexperimental evidence on
the effects of unemployment insurance
payments on unemployment duration
(Theresa Devine and Nicholas Kiefer
1991, Ch. 5; and Atkinson and John
Micklewright 1991), it is likely that the
number of such skeptics is small. How-
ever, there are people both within and
outside the economics profession that
are only convinced by experimental evi-
dence. We are also unlikely to learn
more from future experimentation with
reemployment bonuses as it is hard to
generalize from bonus experiments to
the effects of other UI reforms. Further-
more, experimental methods cannot eas-
ily examine takeup and other entry issues
which are crucial to evaluating bonuses.
Examining such effects would require
randomization at the site or state level.
Even this research design is unlikely to
be successful because the magnitude of
the component of variation in outcomes
attributable to the site itself is likely to
be large.

Job search experiments have both
been more successful to date and are
more promising for future experimenta-
tion. Nonexperimental evaluation of the
employment service or the UI work-
search requirement is very difficult. To
evaluate UI search requirements, there
are few quantifiable differences between
state systems that one can use to esti-
mate effects on unemployment durations
or earnings. In contrast, the effects of
monetary incentives can be examined us-
ing the many differences in benefits,
across states, within states, and over
time, that are easily quantifiable. The job
search experiments provide evidence

that is difficult, if not impossible, to ob-
tain from nonexperimental sources.

Similarly, to estimate the effects of the
employment service one needs a group
to compare to those who register. An ap-
propriate comparison group is generally
not available. The decision to use the
employment service is typically made by
a worker and cannot be considered to be
independent of that worker’s observable
and unobservable characteristics. In ad-
dition, if one examines the effect of ES
referrals, biases would result if ES em-
ployees select the most suitable regis-
trants to refer based on characteristics
that the researcher does not observe.
Such selection is likely to occur as ES
employees seek to satisfy employers that
provide job listings. A further complica-
tion arises because the use of the service
takes place over time. The unemployed
typically use it only after they have un-
successfully tried other means of finding
work. Thus, simple comparisons between
those that do and do not use the ES spu-
riously indicate that the ES lengthens
their unemployment durations.1

Given these impediments to research,
it is not surprising that the nonexperi-
mental evidence contrasts sharply with
the evidence from the job search experi-
ments. Various authors have tried to
overcome this lack of an appropriate
comparison group in studies of the effec-
tiveness of the employment service, but
the results are not convincing.42 In fact,
some of the papers find that UI job
search requirements prolong unemploy-
ment as do visits to public employment

41See Arnold Katz (1980) who explains this ar-
ument in detail.

42Gee A. Katz (1980), T. Johnson, Katherine
Dickenson, and Richard West (1985), Michael
Keeley and Philip Robbins (1985), Carol Romero,
Donafc'l Cox, an(FA Katz (1991 and Lars Osberg
(1993). The identification strategy in Steven Di-
rector and Frederick Englander (1987) is more
convincing, but it is difficult to estimate effects
using aggregate data.
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service.#3 These results clearly contrast
with the results of the job search experi-
ments. The Washington treatment which
relaxed the job search requirement ap-
peared to prolong unemployment, while
those that tighten it seem to shorten
spells. The provision of additional job
search assistance seems to speed the re-
turn to work. If we were to believe the
nonexperimental evidence, it would im-
ply that not only are the employment
service and UI search requirements a
waste of money, but that they are also
counterproductive. I think we are likely
to conclude that, in this case, nonexperi-
mental methods are not as reliable.44

Furthermore, overall estimates of the
impact of the employment service or Ul
job search requirements do not indicate
how the ES or UI can be improved. As
this kind of information can be obtained
from the job search experiments, I be-
lieve there is an important role for fu-
ture experimentation in evaluating job
finding services. To date, the experi-
ments have not convincingly separated
the effects of requirements and assis-
tance. This distinction should be a focus
of future experimentation. One might
also favor experiments with additional
job finding assistance rather than en-
forcement because it is difficult to ex-
perimentally quantify the costs imposed
on claimants that are a key part of the
latter type of experiment.

We should also consider trying addi-

43 See Keeley and Robbins (1985) and the 1981
results in Osberg (1993). '

44 This conclusion can also be found in Corson,
Long, and Nicholson (1985, p. 6) and Spiegelman
and Woodbury (1990). The latter authors argue
that nonexperimental methods can be used to
evaluate the UI work test. Their claim, though, is
based on the assumption that all changes to the
work test can be evaluated by counting up who
would be disqualified and who would not under an
alternative system. These assumptions are incor-
rect in that they ignore any behavioral responses
to work test changes and incorrectly assume that
existing data bases have the required information
to evaluate all plausible reforms to the work test.

tional treatments with more intensive
services. For example, the most success-
ful experiment in Nevada had frequent
contact between ES personnel and
claimants. It also had the same ES and
UI employees meet with the claimant
each time. However, as this experiment
was less well designed and evaluated, we
cannot draw strong conclusions from it.

The involvement of professional re-
search organizations in the design and
evaluation of most of the experiments
has had important advantages. It has led
to more careful implementation of ran-
dom assignment and more thorough
evaluations. However, it has probably
lead to more timid research designs. Two
state designed and evaluated experi-
ments (Re-Employ Minnesota and the
Nevada Claimant Employment Program)
had more ambitious treatments involving
frequent contact between the same
ES/UI personnel and claimants. The ex-
periments have been omitted from this
version of the survey because of defects
in their use of random assignment, but
they are described in Meyer (1991). De-
spite the major flaws in these experi-
ments, the very large impacts for these
experiments suggest that more intensive
treatments should be tried in some fu-
ture experiments. While we have learned
that we can obtain small improvements
in a variety of ways, large gains will re-
quire more ambitious treatments.

7. Summary

A number of conclusions can be drawn
from the unemployment insurance ex-
periments. The bonus experiments show
that economic incentives do affect the
speed with which people leave the un-
employment insurance rolls. Ul is not a
completely benign transfer; it affects
claimants” behavior. This is shown by the
declines in weeks of UI receipt found for
all of the bonus treatments, several of
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which are statistically significant. The ex-
periments also tend to show that speed-
ing claimants’ return to work does not
decrease total or quarterly earnings fol-
lowing the claim, but the evidence is less
strong because the estimates are impre-
cise. The cost-benefit analyses indicate
that the bonus experiments usually lead
to small net losses for the UI program,
and are about breakeven for society as a
whole. However, the societal level cost
benefit analyses depend almost entirely
on earnings changes which are impre-
cisely measured.

I argue further that the permanent
adoption of a reemployment bonus could
have important unintended negative ef-
fects. The key drawback of the experi-
ments is that they cannot account for the
effect of a reemployment bonus on the
size of the claimant population. A reem-
ployment bonus makes the first trip to
the UI office much more valuable for
claimants as they become eligible for a
large payment if they find a job soon.
Such a payment is most valuable to
someone who plans to start a job soon
and may not currently believe filing for
UI is worth the trouble. Using estimates
of the effects of benefits on filing rates, I
show that changes in initial filing could
make a bonus program much less attrac-
tive to the UI system and society.

The job search experiments test sev-
eral alternative reforms which appear
more promising. The five experiments
try several different combinations of ser-
vices to improve job search and increase
enforcement of work search rules.
Nearly all of these combinations reduce
UI receipt and (when available) increase
earnings. Again, the earnings impacts are
generally imprecise. The main treat-
ments have benefits to the UI system
that exceed costs in all cases, and socie-
tal level cost benefit analyses are favor-
able though they are only available for
three of the experiments. Unfortunately,

the experiments make it difficult to de-
termine which treatments are likely to
be the most successful, as most were a
combination of services and enforce-
ment. In the future, treatments which
are exclusively assistance or enforcement
should be tried as well as some more in-
tensive job finding treatments.
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