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PREFACE

The Congress is considering proposals to replace the Compre-
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end of fiscal year 1982. This paper, requested by the Senate
Budget Committee, describes current CETA training programs and
analyzes their effects on the post-program earnings of adult
participants.
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Policy (on leave from Harvard University) and Maureen A.
McLaughlin of the Congressional Budget Office prepared this
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for Chapters 1I and IV. The paper was written under the supervi-
sion of Nancy M. Gordon, Martin D. Levine, Daniel H. Saks, and
Ralph E. Smith. 1In addition, Burt S. Barnow, Seymour Brandwein,
Daniel M. Koretz, Michael J. McKee, Larry L. Orr, Bruce Vavrichek,
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SUMMARY

The Comprehensive Employment and Training Act (CETA), which
authorizes most job training programs for low-income persons, is
scheduled to expire at the end of fiscal year 1982. Several pro-
posals for new legislation are now before the Congress.1 Two
important issues in the design and operation of job training pro-
grams are: whom to serve and what services to provide. To provide
background information on these issues, this paper analyzes the
effects of CETA training on participants' post-program earnings.

CETA TRAINING PROGRAMS

The federal govermment will spend about $1.7 billion in
fiscal year 1982 to support CETA comprehensive job-training
programs through Title IT-B,C. These programs are administered by
state and local governments and provide a variety of services
including classroom training, on—-the-job training, work
experience, and job search and placement assistance. In fiscal
year 1980 (the 1latest year for which complete data were
available), approximately three—quarters of a million low—-income
persons were served by these training programs.

Almost half of the 1980 participants in CETA comprehensive
training programs were enrolled in classroom training, which took
place in institutional settings and was designed primarily to pro-
vide specific occupational skills such as typing and keypunching,
as well as basic educational skills such as those required for a
high-school equivalency degree (see Summary Table 1). Slightly
more than a tenth of the participants were enrolled in on-the-job
training, which took place in actual job settings and was designed
primarily to provide specific occupational skills, such as automo-
bile repair and machine tool operation. The remaining four-tenths
of the 1980 participants were enrolled in work-experience

1. The Administration's proposal, the Job Training Act of 1982--
S. 2184--was introduced in the Senate on March 9, 1982. The
Senate passed the Training for Jobs Act—--S. 2036--on July 1,
1982, and the House Committee on Education and Labor reported
the Job Training Partnership Act--H.R. 5320--on May 17, 1982.
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programs, which provided subsidized jobs that focused primarily on
establishing basic work habits and attitudes. The typical
work—-experience position is difficult to characterize, however,
because of wvariations in the degree of supervision and 1in the
provision of supportive services.

Classroom training, on-the-job training, and work experience
were generally short-term programs——lasting about 20 weeks, on
average—-—and usually prepared ©participants for relatively
low-wage, entry-level jobs. In 1980, the average cost for each
participant served was $2,400, ranging from an average of $2,100
for on-the-job training to $2,700 for classroom training.

SUMMARY TABLE 1. DESCRIPTION OF CETA COMPREHENSIVE TRAINING PRO-
GRAMS (TITLE II-B,C), FISCAL YEAR 1980

All Classroom On-the-Job Work

Training Training Training Experience
Number of Partici-
pants Servedf/ 760,000 360,000 100,000 300,000
Percent of
Participants Served 100 47 13 40
Average Duration
(in weeks) 20 21 19 20
Average Cost per
Participant
(in 1980 dollars) 2,400 2,700 2,100 2,200

SOURCE: Based on Department of Labor data.

a. Based on the average duration per participant.
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THE EFFECT OF CETA TRAINING ON POST-PROGRAM
EARNINGS OF ADULT PARTICIPANTS

Analysis of information on persons over 24 years old who
entered a CETA program between January 1975 and June 1976 (the
most recent group for which appropriate data were available) and a
comparison group of low-income persons who were not in a CETA
training program suggested the following:

o Training increased the average future earnings of female
participants substantially—--probably because CETA training
programs increased hours worked more than wage rates and
female participants had less past employment experience
than male participants.

o Training did not seem to affect the average future earn-
ings of male participants--probably because men had pre-
viously been employed more than women and there was little
effect on their wage rates.

o In addition, both male and female participants with the
least past employment experience had the largest earnings

gains after training.

The Effect of Training for Women

For many years before training, female participants consist-
ently earned less than female comparison group members (see
Summary Figure 1). Immediately after training, however, partici-
pants' average earnings jumped above those of their comparison
group and stayed above for at least three years (the longest
period for which appropriate data were available).

Detailed analysis of this experience indicated that CETA
training increased female participants' average post-program earn-
ings by between $800 and $1,300 annually, with similar gains for
the three major types of training (see Summary Table 2). Because
only a small portion of this gain was due to increased wage rates,
training may not have upgraded job skills substantially. Instead,
its principal contribution was probably to improve job access and
perhaps to encourage greater labor force participation. Although
wonen seemed to benefit more from training than men, they still
earned less after training--primarily from receiving lower wage
rates rather than from working fewer hours.

xvii
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Summary Figure 1.

Average Annual Earnings for Female CETA Participants
and Comparison Group Members from 1964 to 1978

Earnings
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1,000 1976 Participants
==
0 1 1 1 4 1 | | ] | | 1 | 1
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Year
SOURCE: Estimates from the Continuous Longitudinal Manpower Survey.

The Effect of Training for Men

For most of the period before training, male participants
consistently earned about as much as did male comparison group
members (see Summary Figure 2). In the year before they entered
a training program, however, male participants experienced
unusually low average earnings. Nevertheless, soon after leaving
the program, their earnings returned to approximately the level
attained by the comparison group.

Men in each of the three major types of training programs
experienced this same pattern. The best information available
indicates that male participants' earnings would have increased in
this way even in the absence of training--that is, traiﬁing had no
discernible effect on the average post—-program earnings of men
(see Summary Table 2).
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Summary Figure 2.
Average Annual Earnings for Male CETA Participants
and Comparison Group Members from 1964 to 1978

Earnings

6,000

Comparison Group

5,000 I// |
///
4,000 + - /7/ |
RN ’
7,/1976
3,000 / RN \ // Participants

1975 Participants™

2,000 -
e
1,000 £~ -
0 | | | i | | | 1 I I 1 1 |
1964 1966 1968 1970 1972 1974 1976 1978

Year

SOURCE: Estimates from the Continuous Longitudinal Manpower Survey.

ISSUES AND OPTIONS FOR FUTURE JOB-TRAINING PROGRAMS

One important issue is whether there is a necessary federal
role in providing job-training programs. Currently, the federal
govermment provides support for programs administered by state or
local governments. To the extent that such programs might receive
funding from other sources, there would be no need for federal
involvement. It seems unlikely, however, that other sources would
replace reduced federal funding for such programs.

Given a federal role, two important issues arise in the
design of such programs:

o What employment problems are facing low-income persons?

o What types of job-training programs are most effective for
this group?
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SUMMARY TABLE 2. THE EFFECT OF CETA TRAINING ON AVERAGE ANNUAL
POST-PROGRAM EARNINGS BY SEX AND TYPE OF
TRAINING (In 1980 dollars)f/

Type of

Training For Womqu/ For Meqi/

All CETA Training 800-1,300 Insignificant
Classroom training 800-1,400 Insignificant
On-the—~job training 700-1,100 Insignificant
Work experience 800-1,300 Insignificant

SOURCE: Estimates from the Continuous Longitudinal Manpower
Survey and the March 1976 Current Population Survey
supplemented by individual Social Security earnings
records.

a. For persons over 24 years old and in CETA training programs
more than seven days.

b. Results are statistically significant at the 0.0l level. This
indicates a less than one-in-one hundred chance that a result
of this magnitude could have happened randomly.

c. Specific estimates were $200 for all men in CETA training pro-
grams and $300, $300, and -$100 for men in classroom training,
on-the-job training, and work experience, respectively. None
of these estimates was statistically significant at the 0.05
level.

In addition, no matter how federal legislation resolves these
issues, state or local program operators will continue to make
decisions about whom to serve and what services to provide.

Two specific aspects of bills that are currently being

considered as replacements for the Comprehensive Employment and
Training Act (CETA) relate to the above issues—--the eligibility
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criteria for determining which adults should participate in train-

ing programs, and the types of training services that would be
available.

What Are the Employment Problems
Facing Low-Income Persons?

Low-income persons may experience different types of employ-
ment problems. Persons who have never worked or who have not
worked for a long time may face problems in entering or reentering
the job market. Persons with chronically low earnings, on the
other hand, may need to be more stably employed and to increase
their wage rates. Women are more likely to be members of the
former group, whereas men are more likely to be members of the
latter groupe.

Currently, CETA eligibility criteria do not distinguish
between low-income persons with little previous employment exper-
ience and those with chronically low earnings. Although none of
the proposals currently pending before the Congress would explic-
itly distinguish between these groups, both the Administration's
proposal and the Senate-passed bill would focus training programs
more on persons in families receiving Aid to Families with Depend-
ent Children——that is, probably more on women who are more likely
to have limited job experience. The House Committee bill, on the
other hand, would essentially continue the current eligibility
criteria.

What Types of Training Are Most Effective?

The types of training that are most effective at addressing
the employment problems facing low-income persons differ for per-
sons with little previous employment experience and persons with
some previous employment experience but chronically low earnings.

Persons with Little Job Experience. CETA training programs
seemed to be effective for persons with limited previous employ-
ment experience, as seen in the greater overall earnings gains for
women. Whether current training was provided in a classroom set-
ting, on the job, or through subsidized work experience appeared
to make little difference in participants' average post—program
earnings. For all three types of training, the discounted value
of participants' increased earnings during the next several years
approximately equaled the federal costs of training.
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Since most of the earnings gain from CETA training programs
was due to an increase in the amount of time worked, more emphasis
on job placement services and less on training might achieve the
same results at a lower cost per participant. This would be true,
however, only if the effect of CETA programs was due primarily to
placement services rather than training. Otherwise, focusing
mostly on placement services might seriously 1limit potential
future earnings growth.

Previously Employed Persons with Chronically Low Earnings.
None of the current types of training seemed to help persons with
more previous employment experience but chronically low earn-
ings--more often men than women. For this group, there is a
smaller margin for increasing the amount of time worked; this
means that greater emphasis must be placed on raising their wage
rates, which would require more extensive, and thus more costly,
training. The magnitude of the potential benefits of extensive
training for this group is uncertain; however, some findings of a
CETA demonstration project, the Skill Training Improvement
Program, that provided training for more highly skilled jobs,
suggest the possibility of positive results.

Current Legislation. All bills currently being considered
would change the types of services allowed, although in varying
degrees. Currently, CETA programs provide many services,
including classroom training, on—-the-job training, work
experience, and job placement assistance. The Administration's
proposal and the Senate bill would eliminate work experience for
adults, whereas the House Committee bill would retain work
experience. In addition, all bills would allow, but not require,
more extensive training.
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CHAPTER I. INTRODUCTION

The Congress and the Administration are considering legisla-
tion that will determine the future of federal job-training pro-
grams. These programs were originated in 1962 under the Manpower
Development and Training Act (MDTA), reformulated in 1973 by the
Comprehensive Employment and Training Act (CETA), and further
modified by amendments to CETA in 1978. Because CETA expires at
the end of fiscal year 1982, new legislation is required if the
federal government is to fund such programs in the future.

For this purpose, the Administration proposed the Job
Training Act of 1982--5. 2184, which was introduced in the Senate
on March 9, 1982. 1In addition, the House Committee on Education
and Labor reported the Job Training Partnership Act--H.R. 5320--on
May 17, 1982, and the Senate passed the Training for Jobs Act--S.
2036—-on July 1, 1982.

Among the important issues in the design and operation of any
job-training program are:

o Who should be served?

o What services should be provided?

o Who should provide these services? and
o How should these services be funded?

This paper addresses the first two issues by analyzing the
effects of training programs—--not including public service
employment-—on disadvantaged, low-income adults. Chapter 11
describes the training programs funded under CETA. Chapter III
examines the effect of these programs on the post-program earnings
of adult participants. Chapter IV analyzes issues and options in
the design of future job-training programs.






CHAPTER 1I. CETA TRAINING

This chapter describes training programs authorized by the
Comprehensive Employment and Training Act (CETA). It examines
the program structure, the types of training, and the types of
participants.

PROGRAM STRUCTURE AND FUNDING

The federal government provides funding for CETA training
programs, primarily for economically disadvantaged persons. Forty
percent of total CETA funding is currently provided through
comprehensive training programs (Title II-B,C). The remaining
funding is provided through three categorical programs--special
federal responsibilities (Title III), youth frograms (Title 1V),
and private sector opportunities (Title VII).

Although federally funded, most CETA programs are administered
locally. Local program operators—-referred to as prime sponsors
——decide whom to serve and what types of training to provide with-
in federally established guidelines. Discretion is greatest in
Title II-B,C comprehensive training programs.

1. CETA programs have been changed many times since they were
enacted in December 1973. The original act included: Title
I comprehensive manpower services, Title II public employment,
Title III special federal responsibilities, and Title IV Job
Corps. Amendments in December 1974 added Title VI emergency
jobs. In August 1977, several youth programs under Titles
II1I-C and VIII were added. In October 1978, CETA was
reauthorized to include Title II-B,C comprehensive training
programs, Title II-D transitional employment opportunities,
Title III special federal responsibilities, Title IV youth
programs, Title VI countercyclical public service employment,
Title VII private sector opportunities, and Title VIII Young
Adult Conservation Corps. In August 1981, the Omnibus
Reconciliation Act removed the authorization for Titles II-D,
VI, and VIII. .

96-112 0 - 82 - 4



In fiscal year 1982, 475 prime sponsors--including 76 cities,
202 counties, 139 consortia, and 58 other jurisdictions—-adminis-
tered CETA programs.2 Prime sponsors may choose to organize them—
selves in many different ways. For instance, they may operate
programs themselves; contract with outside organizations; or pro-
vide training programs through smaller governmental units.

Spending for CETA comprehensive training programs kept pace
with inflation between fiscal years 1975 and 198l--growing from
$1.3 billion to $2.2 billion (see Table 1). Last year's budget
actions, however, will cut back 1982 spending substantially, to
approximately $1.7 billion. At the same time, due largely to
changes in public service employment, total CETA spending grew
from $2.9 billion in 1975 to a peak of $9.5 billion in 1978, and
will fall to about $4.4 billion in 1982. As a result of these
changes, comprehensive training programs currently represent a
share of total CETA funding similar to their share in 1975.

TYPES OF TRAINING AND TYPES OF PARTICIPANTS

CETA comprehensive training programs provide three main types
of training--classroom, on-the-job, and work experience--as well
as allowances for participants while being trained and job-related
services such as counseling and placement activities.3 These pro-
grams, which are described in this section, offer basic educa-
tional training, specific occupational training, general exposure
to work, and job search assistance.

Participants in CETA training programs are members of low-
income families. The median family income for adults (persons
over 24 years old) entering training in 1980 was $5,000. Of these
participants, one-third received public assistance during the year
before training (see Table 2).

2. Prime sponsors are generally state or local governments with
populations of 100,000 or more. The number of prime sponsors
has 1increased from 403 in 1975 to 475 in 1982. The
distribution of prime sponsors by type of government has not
changed substantially, however.

3. This section focuses on the national picture and may therefore
not apply to particular prime sponsors.



TABLE 1. SPENDING FOR COMPREHENSIVE EMPLOYMENT AND TRAINING ACT
PROGRAMS, FISCAL YEARS 1975-1982 (In millions of

dollars)
1975 1978 1981 1982

Comprehensive Train-

ing Programs2/ 1,331 1,992 2,231 1,700
Public Service

Employment ProgramsP/ 838 5,764 2,387 274
Other Programs®/ 751 1,777 3,082 2,428
Total 2,920 9,533 7,700 4,402

SOURCE: Figures for 1975, 1978, and 1981 represent actual
spending, from Department of Labor data. Figures for 1982
are CBO estimates.

a. Includes Title I/II-B,C.
b. Includes Titles II/II-D and VI.

¢. Includes Titles III, IV, VII and VIII.

In 1980, most participants received classroom training or work
experience rather than on-the-job training, and the types of
people receiving different types of training varied somewhat (see
Table 2).4 For example, on-the-job training participants were
more likely than other participants to be male and were more

4, Although the overall CETA program has varied since it began,
the comprehensive training portion, on average, does not seen
to have changed substantially. The duration of training has
remained fairly constant. Training costs per participant have
increased by only up to 20 percent in real terms (between 1976
and 1980) and the characteristics of participants have
remained roughly the same. Because of this stability, results

(Continued)



TABLE 2. CHARACTERISTICS OF NEW ADULT PARTICIPANTS IN CETA COM-

PREHENSIVE TRAINING PROGRAMS (TITLE II-B,C), FISCAL YEAR

19802/
On-the-~

Charac- All Classroom Job Work
teristics Training Training Training  Experience
Percent Male T 43,7 38.6 62.1 43.6
Percent Minorith/ 48.7 50.5 38.5 41.3
Percent with Less Than
12 Years of Education 36.6 35.1 35.5 41.0
Percent Over
44 Years 01d 15.3 12.5 13.1 23.2
Average Percent
of Time in the
Labor Force f/ 68 66 74 69
Percent in Families
Receiving Public
Assistance_g/ 32.7 35.9 23.1 31.6
Median Family Income ¢/
(in 1980 dollars) 5,000 4,900 5,700 4,900

SOURCE: Continuous Longitudinal Manpower Survey.

ae

Includes persons over 24 years of age.
Includes all non-white persons and Hispanics.

During the year before entering a CETA program.

(Continued)
of the analysis of program effectiveness based on data for
persons who entered a CETA program between January 1975 and

June 1976 are probably indicative of the relative
effectiveness of current programs.



likely, on average, to have spent more time in the labor force
during the year before training began. The occupations for which
training was provided also varied: for example, in 1976=--the most
recent year for which these data were available--classroom train-
ing participants were more likely to receive clerical training
than other participants (see Table 3). 1In spite of these differ-
ences, however, in 1980 the average duration of all three types of
training was quite similar and costs, especlally for on-the~job
training and work experience, were also similar (see Table 4).

Classroom Training

Classroom training provides occupational skill training and
basic educational training in an institutional setting. Occupa-
tional traianing-—-provided to about three-quarters of classroom
training participants in 1980--provides skills for specific jobs,
such as clerical workers. Basic educational training--provided

TABLE 3. DISTRIBUTION OF PARTICIPANTS BY OCCUPATION FOR WHICH
TRAINING WAS PROVIDED, FISCAL YEAR 197@3/ (In percents)

Occupation for Which Classroom On-the-Job Work
Training Was Provided Training Training Experience
Clerical 39 15 24
Crafts 19 21 7
Operative (nontransport) 15 28 9
Laborers 1 8 16
Service 17 11 26
Other 9 17 18

Total 100 100 100

SOURCE: Westat, Inc., Continuous Longitudinal Manpower Survey
Follow-up Report No. 2 (March 1979).

a. Includes persons who entered a CETA program during fiscal year
1976 and terminated within 18 months. Includes only persons
who reported an occupation for which training was provided.



TABLE 4. DESCRIPTION OF CETA COMPREHENSIVE TRAINING PROGRAMS
(TITLE II-B,C), FISCAL YEAR 1980

All Classroom On-the=Job Work

Training Training Training  Experience
Number of Partici-
pants Servedd/ 757,000 356,000 97,000 304,000
Percent of Partici-
pants Served 100 47 13 40
Average Duration
(in weeks) 20 21 19 20
Average Cost per
Participant
(in 1980 dollars) 2,400 2,700 2,100 2,200

SQURCE: Based on Department of Labor data.

a. Based on the average duration per participant.

to about one-quarter of classroom participants in 1980~-focuses on
general skills, for example, preparation for high school equival-
ency degrees or training in English as a second language, rather
than skills for specific jobs.

Classroom training is provided in many different settings.
For example, CETA participants may enroll with other students in
courses offered by state and local vocational education institu-
tions. Or they may enroll in these institutions for an evening
class specifically for CETA participants. Or thirdly, they may
participate in a full-time CETA program at a multipurpose skills
center.

Classroom training focuses most heavily on clerical skills,
probably because these skills can be taught easily in a classroom
setting. In 1976, 39 percent of occupational classroom training
was for clerical jobs; 19 percent was for craft jobs; 15 percent

was for mnontransport operative jobs; and 17 percent was for
service jobs.



Forty-seven percent of all training program participants were
enrolled in classroom training, at a cost of $2,700 per partici-
pant, in 1980. On average, these participants received 21 weeks
of training. Unfortunately, data are not available to describe
the average number of hours in training per week or the proportion
of participants who completed training.

On-the-Job Training

On-the—-job training provides specific occupational skill
training in actual job settings. CETA subsidizes participating
employers for part of the wages of untrained persons and generally
expects these persons to continue working for the firm or organi-
zation that trained them.

On—-the-job training focuses most heavily on operative and
craft training, probably because these skills may be best learned
in a workplace setting. In 1976, 28 percent of the participants
in on-the-job training were trained for operative jobs; 21 percent
were trained for craft jobs; 15 percent were trained for clerical
jobs; and 11 percent were trained for service occupations.

On-the-job training is the least frequently used type of
training--representing 13 percent of participants in 1980--prob-
ably because it requires existing jobs. In addition, since pri-
vate employers generally prefer job-ready workers, more exper-
ienced persons tend to be selected for these positions. On—the-
" job training provided an average of 19 weeks of training, costing
$2,100 per participant served in 1980.

Work Experience

Work experience differs from classroom training and on-the-job
training because it focuses more heavily on providing subsidized
employment to instill basic work habits and attitudes rather than
to teach specific job skills. Work—experience jobs are in set-
tings with varying degrees of supervision, complementary training,
and supportive services.

Forty percent of all participants were enrolled in work-exper-
ience programs in public or nonprofit organizations in 1980. Work
experience was most frequently in clerical or service jobs in
1976--24 percent of participants 1in work experience received
clerical training and 26 percent training for service jobs.
Work-experience participants received, on average, 20 weeks of
training at a cost of $2,200 per person in 1980.






CHAPTER II1. THE EFFECTS OF CETA TRAINING ON THE POST-PROGRAM
EARNINGS OF ADULT PARTICIPANTS

This chapter examines the effect of CETA classroom training,
on—-the-job training, and work experience on the post-program
earnings of adult participants.1 The first section describes the
basic methodology used, the second reports the findings obtained,
and the third briefly interprets these findings.

ESTIMATING THE EFFECT OF TRAINING

The effect of training was estimated as the average differ-
ence between participants' earnings during their first two to
three years after leaving the program, and the best available
estimates of what they would have earned if training had not been
provided (see Appendix A). Although these estimates are only
approximations, they probably provide a reasonable indication of
the effect of CETA training.

Earnings Before and After Training

Figures 1 through 6 describe the average annual earnings of
two groups of CETA participants, before and after training, as
well as the corresponding earnings of a comparison group of sim-
ilar persons who were not in a CETA program.

Figure 1 illustrates that, before training, the long-term
earnings profile of female participants was slightly below that of
female comparison group members. Immediately after training, how-
ever, the average earnings of female participants jumped sharply
above that of the comparison group and remained there for at least
two to three years (the period for which data were available).’

1. Youth were not included because earnings in the years after
participating in training--the performance indicator used for
adults--is not always the most appropriate performance indi-
cator for youth. For a discussion of youth training programs
see Congressional Budget Office, Improving Youth Employment
Prospects: Issues And Options (February 1982).
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Figure 1.
Average Annual Earnings for Female CETA Participants
and Comparison Group Members from 1964 to 1978

Earnings
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SOURCE: Estimates from the Continuous Longitudinal Manpower Survey.

This pattern was experienced both by women who entered
training in 1975 and by women who entered training in 1976 (the
two groups for which data were available).2 In addition, it was
experienced to a similar degree by female participants in
classroom training, on-the-job training, and work experience (see
Figures 2 and 3).

The pattern experienced by male participants was entirely
different, however (see Figures 4, 5, and 6). Their average,
long~term earnings profile before entering CETA was virtually the

2. For reasons explained in Appendix A, 1975 participants were
defined as persons who began CETA training between January and
August 1975 whereas 1976 participants were defined as those
who began training between September 1975 and June 1976.
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Figure 2. Figure 3.
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Longitudinal Manpower Survey. Longitudinal Manpower Survey.

same as that of male comparison group members. But the year
before entering the program, male participants experienced a sharp
drop in earnings. Nevertheless, soon after leaving the program,
their earnings had returned approximately to the same 1level as
that of the comparison group. The best available data indicate
that the earnings decline experienced by male participants (and to
a lesser extent also by female participants) was temporary and
would have disappeared rapidly, even in the absence of training
(see Appendix B). For reasons explained in Appendix B, this
"pre-program dip” was probably a statistical artifact produced by
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Figure 4.
Average Annual Earnings for Male CETA Participants
and Comparison Group Members from 1964 to 1978
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the fact that eligibility for CETA training programs is based on
short-term rather than long~term individual earnings experience.

The Analysis

The analysis was conducted as follows. First, what each
participant in the sample would have earned if training had not
been provided was predicted from his or her past earnings trend.
Figure 7 illustrates this process for a participant whose earnings
increased sharply after CETA training.

Next, the difference between each participant's actual and
predicted earnings was computed for up to three years after
training (see A, B, and C in Figure 7). This difference--referred
to hereafter as the deviation from trend--was averaged for all
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Figure 5. Figure 6.
1975 Male CETA Participants’ 1976 Male CETA Participants’
Average Annual Earnings from Average Annual Earnings from

1964 to 1978 1964 to 1978
Earnings Earnings
8,000 8,000
7,000 - — 7,000 4
y On-the-Job /
On-the-Job - Training ;
6,000 |- Training /' _{ 6,000 |- / 5
v /
/ [4 e [/
5,000 | ! 4 5000 / =
/ Il l/" ]
/ /N
4,000 4,000 +—
3,000 - Vs 3,000 -
’ ’——
 Wo v
2,000 xpenence Classroom | 2000 Experience
Training
Treaini
1,000 + 100" -
0 I T N T T N TN N A Y A ol L L 1 1 [ F L 1 1 & L 1
1964 66 ‘68 ‘70 ‘72 ‘74 ‘16 78 1964 ‘66 ‘68 ‘70 ‘72 ‘74 ‘76 ‘78
Year Year
SOURCE: Estimates from the Continuous SOURCE: Estimates from the Continuous
Longitudinal Manpower Survey. Longitudinal Manpower Survey.

years after training for each group of participants, providing a
rough indication of the effect of training.

The next step was to account for changes in participants'
earnings that resulted from fluctuating economic conditions.
These changes were estimated by observing corresponding deviations
from the earnings trends of comparison group members. The average
deviation from trend for the comparison group was then subtracted
from the average for participants to refine the initial estimate
of the effect of training. Because each person's deviation was
measured from his or her own past trend, it was not necessary for
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Figure 7.
Earnings After Training Relative to the Past Long-Term Earnings Trend
of a CETA Participant Who Experienced a Post-Program Earnings Gain
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the trends of participants and comparison group members to be the
same, although Figures 1 and 4 indicate that they were quite
similar on average.

The principal strength of the preceding approach is the
ability of past earnings trends to account for individual
differences in factors that affect future earnings. Past trends
reflect measurable factors that affect earnings, such as age and
education, plus factors that cannot be measured directly, such as
motivation. The approach is, however, only as strong as the
relationship between past and future earnings.

Three further refinements were made. First, adjustments were
made to account for the unusually low average earnings experienced
by participants (especially men) in the year before they entered
training. Second, all results were expressed in 1980 dollars to
account for inflation. And third, adjustments were made to
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account directly for individual differences in personal character-
istics such as age, education, marital status, and family composi-
tion. To the extent that these characteristics predict 1likely
future deviations from past earnings trends, it was necessary to
control for them explicitly. Doing so had a relatively small
effect on the final results, however.

The Data

The analysis was based on data for CETA participants who were
over 24 years old, who entered classroom training, on—the-job
training, or work experience between January 1975 and June 1976,
and who stayed in the program for more than seven days.3 These
data were obtained for a sample of 1,615 female participants and
1,608 male participants from the Continuous Longitudinal Manpower
Survey conducted by Westat, Inc., and the U.S. Bureau of the Cen-
sus for the Employment and Training Administration of the U.S.
Department of Labor.4 This large-scale national follow-up survey
of CETA participants provides detailed information about the
employment experience of participants before and after training,
plus data on their personal characteristics.d In addition, annual

3. Persons over 24 years old were chosen in order to focus on
adults with meaningful past earnings experience. Participants
in public service employment were excluded to focus directly
on CETA's comprehensive training title. Persons entering
between January 1975 and June 1976 were chosen because they
were the only groups for whom appropriate data were avail-
able. And persons staying in the program for more than seven
days were selected to ensure a minimum exposure to training
and to be consistent with the criterion used by other
researchers. Changing this last criterion to 50 days did not
alter the results, however.

4. TFor a description of the Continuous Longitudinal Manpower
Survey see Westat, Inc., Impact on 1977 Earnings of New FY
1976 CETA Enrollees in Selected Program Activities, Employment
and Training Administration, U.S. Department of Labor (1980).

5. This information was obtained from CETA application forms plus
surveys administered to participants when they entered CETA

training programs and approximately 6, 18, and 36 months
later.
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earnings data for many years before training and up to three years
after training were obtained from the Social Security records of
each participant and included as part of the data base.b

Data for the comparison group of 21,096 women and 9,572 men
were obtained from the March 1976 Current Population Survey
supplemented by individual Social Security earnings records. Only
persons who were between 25 and 60 years old, who earned less than
the Social Security maximum for every year from 1970 through 1975,
and who were members of families with 1975 incomes 1less than
$30,000 were included in the analysis.7

OVERALL FINDINGS

Because CETA training affected men and women differently,
these effects are reported separately. All results are in 1980
dollars and are rounded to the nearest $100. In brief:

For Women:

o CETA increased average post-program earnings by $800 to
$1,300 a year (see Table 5). About four-fifths of this
increase was due to an increase in the amount of time
worked and about one-fifth was due to increased wage
rates.

o In addition: the effects of classroom training, on-the-
job training, and work experience were roughly the same;
participants with the least previous labor market exper-
ience increased their earnings the most; the effect of
training did not diminish during the first two to three
years after training; and the effect of training appeared

6. For a discussion of this process see Westat, Inc. (1980).

7. The maximum earnings covered by Social Security and thus
reported by Social Security records were $7,800, $7,800,
$9,000, $10,800, $13,200, and $14,100 from 1970 through 1975,
respectively. Persons in families with incomes greater than
$30,000 were eliminated to be consistent with the analysis by
Westat, Inc., who supervised development of the data base.
See Westat, Inc., Continuous Longitudinal Manpower Survey: The
Impact of CETA on Participant Earnings, Working Paper # 2,
U.S. Department of Labor (June 1980), p. 2-6.
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TABLE 5. THE EFFECT OF CETA TRAINING ON AVERAGE ANNUAL POST-

PROGRAM EARNINGS BY SEX AND TYPE OF TRAINING (In 1980

dollars)d/
Type of
Training Wome E/ Men
All CETA Training 800 - 1,300/ 2004/
Classroom training 800 - 1,400¢/ 3004/
On-the-job training 700 - 1,100¢/ 3009/
Work experience 800 ~ 1,300%/ ~1004/

SOURCE: Estimates were derived from the Continuous Longitudinal

Manpower Survey and the March 1976 Current Population
Survey supplemented by individual Social Security earn-
ings records.

For persons over 24 years old and in CETA training more than
seven days.

The upper bound of each range includes earnings gains due to
increased labor force participation, increased ability to find
and hold a job, increased hours worked per week employed, and
increased wage rates. The lower bound excludes earnings gains
due to increased labor force participation and increased hours
worked per week employed.

Significant at the 0.0l level.

Not significant at the 0.05 level.

to increase with the 1length of training (although this
last finding may simply reflect the fact that women with
the greatest potential were least likely to drop out of
the program).

For Men:

o CETA training did not appear to affect average post-
program earnings, although for two subgroups there was

19
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some evidence of an effect. This evidence was subject to
qualifications, however.

The Effect of CETA Training for Women

Average Post—-Program Earnings Gains. Women in classroom
training increased their average post—-program earnings by about
$1,400 a year, women in work experience programs increased their
average post—-program earnings by about $1,300 a year, and women in
on-the-job training increased their average post-program earnings
by about $1,100 a year. These large gains were significant
according to accepted statistical standards® and were consistent
with the findings of past studies based on similar data.? They
represent the upper limit of the range of results for women in
Table 5.

The small differences in the results for the different types
of training were not statistically significant and thus do not
necessarily indicate true differences in effectiveness. There~
fore, it appears that all three types of training had roughly the
same effect.

This finding is contrary to that of several other researchers
who concluded that on-the-job training was most effective. But
for reasons discussed in Appendix E, the statistical model used by
these researchers did not fully compensate for the fact that
on—-the-job training participants earned substantially more than
the other participants did before they entered training.

Changes in the Components of Earnings. The average earnings
gain experienced by female participants was due to changes in:

8. Statistical significance indicates that a finding is unlikely
to reflect a chance sampling error. All statements in the
text about statistical significance are based on the
conventional 0.05 level, unless otherwise indicated.

9. See Orley Ashenfelter, "Estimating the Effect of Training
Programs on Earnings,” The Review of Economics and Statistics,
vol. LX, no. 1 (February 1978), pp. 47-57. Also see Nicholas
M. Kiefer, "The ©Economic Benefits from Four Government
Training Programs,” in F.E. Bloch, ed., Research in Labor

Economics: Evaluating Manpower Training Programs, (JAI Press,
1979), pp. 159-86.
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0 their labor force participation (the amount of time they
were available for employment);

o their ability to find and hold a job (measured by the
amount of time they were employed as a proportion of the
amount of time they were available for employment);

o the number of hours they worked per week employed
(reflecting their mix of part-time, full-time, and
overtime employment); and

o0 their average hourly wage rate.

To further refine estimates of the effect of training for
female participants, it was necessary to examine the role played
by each of these basic components of earnings.

Table 6 describes each component during the year before and
the first year after CETA training. According to calculations
based on this information (see Appendix F), 21 percent of the
average earnings gain for female CETA participants was due to
increased 1labor force participation; 39 percent was due to an
increased ability to find and hold a job; and 18 percent was due
to an increase in hours worked per week employed. Thus a total of
78 percent was due to factors relating to an increase in the
amount of time emp10{ed. The remaining 22 percent was due to
increased wage rates. Y

To interpret these results for women, one must examine the
role of each earnings component. For example, consider 1labor
force participation. Labor force participation's contribution to
post—-program earnings gains represents an increase beyond that
predicted by participants' past experience, by the experience of
comparison group members, and by individual personal characteris-
tics. To the extent that training produced this unusually 1large
increase (for example, by instilling self-confidence in women
entering the labor force for the first time or reentering after a
long absence), earnings gains due to 1increased labor force
participation should be attributed to training. But to the extent
that this increase represents a self-selection process whereby
women already predisposed to entering the labor market were more

10. These percentages are only approximations and are subject to
qualifications discussed in Appendix F.
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TABLE 6. LABOR FORCE PARTICIPATION, EMPLOYMENT, HOURS WORKED, AND
WAGE RATES BEFORE AND AFTER CETA TRAINING f/

Women Men
Year Year Year Year
Before After Before After

Training Training Training Training

Average Number of Weeks
in the Labor Force 35 41 43 46

Average Time Employed as
a Proportion of Average Time
in the Labor Force 0.47 0.62 Q.57 0.63

Average Number of
Hours Worked per
Week Employed 33 38 35 40

Average Hourly Wage Rate
for Time Employed
(in 1980 dollars) 3.81 4.49 5.41 5.93

SOURCE: Estimates were derived from the Continuous Longitudinal
Manpower Survey.

a. For persons over 24 years old and in CETA training more than
seven days.

likely to participate in CETA, its contribution to future earnings
gains should not be attributed to training.

Next, consider participants' ability to find and hold a job.
This component's contribution to post-program earnings gains
represents an unusually large improvement in participants' success
in the job market. Such an improvement was unlikely without
training.

The third component of earnings, hours worked per week

employed, reflects participants' mix of part-time, full-time, and
overtime employment. To some extent, an increase in this factor
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could have been produced by female participants' decisions to
shift from part-time to full-time employment. But much of this
shift may have required assistance in preparation for and finding
full-time employment.

The fourth component of earnings was wage rates, which
largely reflects individual skill levels. Its contribution to
earnings gains represents an increase in wage rates beyond that
normally expected. Such an increase was unlikely to occur without
the assistance of training.11

More Conservative Estimates of the Effect of Training. The
preceding discussion indicates that even though the estimates of
post—-program earnings gains discussed above accounted for the past
experience of participants, the past and post-program experience
of comparison group members, and differences in personal charac-
teristics, they may overstate the effect of CETA training for
female participants. More conservative estimates were obtained by
eliminating the portion (roughly two-fifths) due to shifts in the
two components that probably could have been most easily changed
by female participants, even without special assistance--labor
force participation and hours worked per week employed. These
estimates, which may understate the effect of training, indicate
that all three types of CETA training increased the average post-
program earnings of female participants substantially (see the
lower bound of the ranges in Table 5).

Duration of the Effect of Training. A comparison of earnings
gains for each of the first three years after female participants
had left training yielded no sign of decay over time. In addi-
tion, past studies based on similar data indicated that the effect
of training for women persisted for at least three to five years
(the maximum period for which data were available).12

The Effect of CETA Training for Men

None of the three types of CETA training appeared to affect
the average post-program future earnings of male participants (see
Table 5). After experiencing a sharp earnings drop in the year

11. Some of the increase in wage rates may, however, have been
due to shifts from part-time to full-time employment, some
portion of which might have occurred without training.

12. See Ashenfelter, op. cit., and Kiefer, op. cit.
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before training, male participants returned to their past trend
after they left the program. According to the best information
available, this would have occurred without training (see Appendix
B).

This finding does not mean that CETA training had no effect
on the future earnings of male participants. A small effect could
have been missed by the analysis because of the range of
uncertainty (several hundred dollars) produced by inevitable
limitations in the data. Nevertheless, the findings suggest that
training probably did not have a large effect for male
participants.

Secondly, the finding does not imply that no training
programs were effective for any groups of male participants. Some
local programs might have been quite effective, but there was no
way to identify these programs given the available data. 1In addi-
tion, some of the evidence below, although subject to qualifica-
tions, suggests that some subgroups of male participants may have
increased their future earnings because of CETA training.

COMPARING RESULTS FOR MEN AND WOMEN

Women probably benefited most from CETA because they had the
greatest margin for increased employment--the component of
earnings that appeared to be most responsive to training. But
even so, they did not earn as much on average as male participants
did after they left the program.

Why Women Benefited More Than Men Did

Differences in past labor market experience rather than dif-
ferences in personal characteristics probably explain why women
benefited more than men did from CETA training. For example, the
average ages, the average education, and the percentages of
minority group members were roughly 