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. INTRODUCTION

On January 7, 2003, President Bush unveiled his economic stimulus plan, which included
the proposed establishment of Personal Reemployment Accounts (PRAS). The PRA proposal
was subsequently embodied in H.R. 444, the Back to Work Incentive Act introduced in Congress
on January 29, 2003. The goal of PRAs is to provide unemployed workers who are likely to
exhaust their unemployment insurance (UI) benefits with additional assistance and incentives to
help them get back to work sooner. Each account, which would contain up to $3,000, would be
managed by the unemployed worker who is awarded it. To pay for these accounts, the federal
government would provide states with atotal of $3.6 hillion over two years.

PRAs are designed to offer maximum flexibility to unemployed workers in seeking the
reemployment services that will best help them prepare for and find a new job. According to
H.R. 444, PRASs could be used to pay for intensive reemployment services, training, supportive
services (except for needs-related payments), and assistance to purchase or lease an automobile
the worker needs to accept a promising job offer. PRA recipients would be able to choose their
own combination of services and use their PRAsto pay for them.

As currently formulated, PRAs would differ in two important ways from the standard
practices of the nation’s workforce investment system. First, PRA recipients who secure
employment during their first 13 weeks of collecting Ul benefits would be €ligible for a
reemployment bonus equal to the balance remaining in the PRA. Such bonuses are not currently
offered and would be much larger than those tested in any prior demonstrations. Moreover, a
substantial proportion of the bonus—60 percent—would be paid immediately upon
reemployment, instead of after some minimum employment retention period. Second, PRAS

would shift the reemployment assistance that One-Stop career centers offer from a free and



uncapped, but closely managed, benefit to a capped benefit that people manage themselves.
Since PRA recipients must pay for staff-assisted intensive services and training from their PRAS,
the PRA award generaly represents the maximum total value of assistance that a person could
receive from the local workforce agency (not including core services). In contrast, One-Stop
centers offer free counseling and other services to qualifying persons, with no explicit caps on
the dollar value of the assistance they can receive. Furthermore, local staff currently determine
the appropriateness of particular services for individuals. Given these differences, federal, state,
and local administrators would face important planning and operational challenges in
implementing the proposed PRAS offer.

This paper draws on research from a variety of sources to address issues related to
implementation of the proposed PRAs. Sources include the Ul reemployment bonus
demonstrations, research on Worker Profiling and Reemployment Services (WPRS) systems, the
ongoing Individual Training Account (ITA) Experiment, and more genera studies of Ul

recipients and unemployed workers. We address three broad questions about PRAS:

1. What are the likely impacts of the reemployment bonus feature of the PRAS on the
recipients?

2. How could states and loca areas set the amount and decide who would receive an
offer?

3. What procedures could local areas use to offer the PRAs and manage and monitor the
use of the accounts?

We deal with these questions in the three major sections this paper comprises. Our objective is

to provide USDOL, states, and local areas with guidance on options and important

! PRA recipients would not have to pay for core services available through the One-Stop
system. These generally include self-access services (for example, job listings) and such
services as resume writing help and workshops on interviewing to help individuals find
employment.



considerations in implementing the provisions of the PRA plan. The guidance is based on all
available information about the proposed PRA programs and our extensive experience in
implementing procedures for programs similar to the proposed PRA initiative and in conducting

research on these programs and on unemployed workers.






1. PREDICTED IMPACTS OF PRA REEMPLOYMENT BONUSES

Experience with the Pennsylvania and Washington reemployment bonus demonstrations
provides information that can be used to predict the impacts of the reemployment bonus
component of the proposed PRASs on the receipt of the bonus and Ul benefits. In this section, we
present estimates of these impacts based on combining the findings from the reemployment
bonus demonstrations and other related research with the details of the proposed PRAs. We aso
show how these estimates vary by PRA amount.

The potential value of reemployment bonuses available to PRA recipients will depend on
where states set the PRA amounts. The maximum that states can set is $3,000. In comparison,
the bonus amounts offered in the reemployment bonus demonstrations, which occurred mostly in
1989, ranged from about $300 to $1,000. While the proposed PRA maximum appears to be
substantially more generous than the previously tested bonus amounts, some of this difference
needs to be discounted as aresult of inflation. Still, Table 11.1 shows that a $3,000 PRA amount
in today’s dollars is equivalent to slightly more than $2,000 in 1989 dollars, which is twice as
large as the most generous bonuses tested in the demonstrations. Alternatively, states can choose
to set the PRA amount below $3,000. Table I1.1 also shows the values of PRA amounts of

$2,000 and $1,000 when measured in 1989 dollars.

A. PREDICTED BONUSRECEIPT RATES

We use two methods to predict reemployment bonus receipt rates among PRA recipients.
The first uses information on the rates that were observed in the reemployment bonus
demonstrations, with several adjustments made to account for the details of the PRA proposals

and for the difference in economic conditions currently and at the time of the demonstrations.



TABLEII.1

PREDICTED IMPACTS OF PRA REEMPLOYMENT BONUSES,

BY PRA AMOUNT

PRA Amount (in Dollars)

3,000 2,000 1,000

Vaue of PRA Amount in 1989 Dollars® 2,040 1,360 680
Predicted Bonus Receipt Rates (Percent)

Method 1° 33 27 20

Method 2° 31 30 29

Predicted Ul Impacts’ (in Weeks) —-1.66 -1.38 -1.09

®Based on consumer price index (CPI), 1989 to 2003.

PSimulation based on experience with bonus receipt rates in the reemployment bonus

demonstrations.

‘Simulation based on reemployment behavior among Ul recipients targeted for Worker Profiling
and Reemployment Services combined with estimated impacts on reemployment rates in the

bonus demonstrations.

9Based on estimated Ul impacts in the bonus demonstrations.



The second uses information on reemployment rates among Ul recipients targeted for WPRS,
with adjustments to account for the likely impacts of the bonus offer on reemployment rates
based on the impacts observed in the bonus demonstrations.?

We predict that the maximum PRA amount of $3,000 would generate substantialy higher
reemployment bonus receipt rates—at least for the first installment of the bonus—than those
observed in the bonus demonstrations, where the rates ranged from about 11 percent to 22
percent.® We estimate that about 32 percent of those offered a $3,000 PRA will qualify for and
receive at least the first installment of a reemployment bonus.* As Table I1.1 shows, one of the
methods used to predict bonus receipt rates yields an estimate of 33 percent, while the other
yields an estimate of 31 percent.

The higher bonus receipt rate associated with a $3,000 PRA is due not only to the greater
financial incentive of a higher bonus amount, but also to the requirement that the first installment
of the bonus (60 percent of the total) be paid immediately upon reemployment. In the bonus
demonstrations, people who became reemployed quickly enough to be eligible for a bonus aso
needed to remain employed for 16 continuous weeks before they could receive the bonus. Many
people (more than half) who initially appeared to be eligible based on when they stopped
receiving Ul benefits did not subsequently file a bonus claim. Analysisin Corson et a. (1992)
shows that many of these recipients would not have been eligible for a bonus, for a variety of

reasons, including their failure to retain their job long enough. However, some of them would

*These methods and the cal culations based on them are explained in greater detail in Appendix A.

*These rates are based only on the bonus offers that had a qualification period (the period in which people
could qualify by becoming reemployed) of 11 or 12 weeks. Offers with shorter qualification periods were tested,
but they are less relevant for making predictions for PRAs, which would have a 13-week qualification period.

“*PRA reemployment bonuses are designed to be paid in two installments—60 percent of the remaining PRA at
the time of enrollment, and the other 40 percent after six months of job retention.



have qualified under the proposed PRA rules. For example, in contrast to the demonstrations,
PRA recipients would receive the first bonus installment immediately after reemployment, and
so initia eigibility would trandlate directly into bonus receipt, assuming they apply. The size of
the offer should encourage nearly everyone who is eligible to receive a bonus to actualy apply
for it.

Another factor that could affect bonus receipt rates is the targeting of the PRA offers to Ul
recipients with high probabilities of exhausting their Ul benefits. Theoretically, targeting of the
bonus should reduce the receipt rate. Since targeting would direct bonus offers to Ul recipients
with long expected unemployment spells, this approach would be expected to reduce the number
of people who qualify. However, evidence presented in O'Leary et a. (2003) suggests that
targeting may not reduce the bonus receipt rate and instead may even increase the rate compared
with the untargeted bonuses that were tested in the demonstrations. Because of the apparent
contradiction between the theory and the evidence, and since the PRAs would be targeted more
narrowly than was tested in O'Leary et a. (2003), we chose for this analysis to assume that
targeting the PRA offers would not affect the bonus receipt rate, on average.

The bonus receipt rate will be sensitive to the PRA amount set by the states. Lowering the
PRA amount will lower the bonus receipt rate, as it lowers the financial incentive for people to
seek the bonus. According to Table 11.1, lowering the PRA amount to $2,000 would reduce the
bonus receipt rate to between 27 and 30 percent, and lowering it to $1,000 would reduce the rate
to between 20 and 29 percent. Note that even after lowering the PRA amount to $1,000, which
in real termsis similar to the amounts offered in the demonstrations, the predicted bonus receipt
rates are still generaly larger that the actua rates in the bonus demonstrations. This is due
primarily to the requirement that the first reemployment bonus installments be paid immediately

upon reemployment.



B. PREDICTED IMPACTSON Ul RECEIPT

Predicted impacts on Ul receipt are a'so somewhat higher than the estimated impacts from
the bonus demonstrations. In the demonstrations, the estimated Ul impacts ranged from —26
weeks to —82 weeks per bonus offeree, according to the amount of the bonus offered.”> In
contrast, Table 1.1 shows that we predict that the reemployment bonus component of the $3,000
PRA will generate a reduction in Ul benefits of 1.66 weeks per PRA recipient. The predicted
impacts under PRAs are larger than the estimated impacts in the bonus demonstrations because
(1) the more generous PRA bonus amount should speed reemployment and therefore reduce
benefits received, and (2) the targeting of the PRA bonus focuses on people who anticipate long
Ul spells, so it should increase the average reduction in Ul for those becoming reemployed
during the bonus qualification period (see O’ Leary et a. [2003] for a discussion of thisissue).

Reducing the PRA amount reduces the predicted impact of the bonus offer on Ul receipt per
PRA recipient. When the PRA amount is reduced, the financial incentive for people to become
reemployed quickly and give up their remaining Ul benefits is lowered. Table I1.1 shows that
reducing the PRA amount to $2,000 or $1,000 also reduces the impacts on Ul receipt to —1.38
and —1.09 weeks per recipient, respectively.

Note, however, that a lower PRA amount will have Ul impacts on a larger group of Ul
recipients, since at the lower amount proportionately more Ul recipients will receive a PRA
offer. Therefore, although the Ul weeks paid per PRA recipient may be higher at the reduced
PRA amount (since Ul impacts are reduced), the aggregate weeks paid across all Ul recipientsis

likely to be lower (since the Ul impacts are extended to a larger group of Ul recipients). For

*These estimated impacts are based only on the bonus offers that had a qualification period (the period in
which people could qualify by becoming reemployed) of 11 or 12 weeks. Offers with shorter qualification periods
were tested, but they are less relevant for making predictions for PRAS, which will have a 13-week qualification
period.



example, if the PRA amount is reduced from $3,000 to $1,000, the reduction in Ul receipt
declines from —1.66 weeks to —1.09 weeks, but this impact is expanded to three times as many
recipients. Hence, to compare these impacts, we need to triple the Ul reduction for the $1,000
PRA, which yields a Ul impact of —3.27 weeks compared with —1.66 weeks for the $3,000 PRA,
holding constant the number of PRA recipients. So, in this scenario, the lower PRA amount, at

least in terms of the reemployment bonus feature of the PRA, is more cost-effective.

C. ENTRY EFFECTS

One factor we have not accounted for in our predictions is entry effects, which would occur
if PRAS, by increasing the potential financial benefits of filing for Ul, expand the number of
people who file. Many people who expect to find a new job quickly choose not to apply for
benefits (Wandner and Stettner 2000). Others report that applying for benefits is “too much
work” or “a hassle” The potentially large financial incentive inherent in a PRA offer could
induce many of these people to change their behavior and claim benefits. This could increase
both the bonus receipt rate, since most of these people say they are likely to become reemployed
quickly, and the overall costs to the Ul system, since they would claim and receive some benefits
rather than forgo them compl etely.

However, entry effects are likely to be mitigated because of the low probability that the
potential new Ul entrants would receive a PRA offer. First, aswe will discussin greater detail in
the next section, PRA offers would be made to a small proportion of the Ul population, with the
exact figure depending on the amount that is set. Furthermore, the offers would be targeted to
recipients most likely to exhaust their benefits, which may lower further the probability that PRA
offers would be received by people who expect to start a new job quickly. Given these factors,
the potential new Ul entrants may determine that, despite the increased financial incentive the
reemployment bonus offers, the probability of receiving a PRA offer islow enough that they are

still disinclined to filea Ul claim.
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1. ISSUES ASSOCIATED WITH MAKING PRA OFFERS

In determining how PRA offers would be made, states would need to decide the PRA
amount and who is going to receive the offer. States have the primary responsibility for setting
the amount, but, as we will point out, they should take into account how the figure they set
would affect local areas. With respect to eligibility, we argue that both the state and the local

areas should play arolein determining who receives an offer.

A. SETTING THE PRA AMOUNT

The PRA proposal specifies that states would establish the amount of the PRAS to be
offered, which shall be uniform throughout the state and shall not exceed $3,000. In setting the

amount, states would need to consider at |east three questions:

1. What opportunities are offered by different PRA amounts?

2. What is the trade-off between the PRA amount and the number of offers that can be
made?

3. How do the impacts of the PRAS on recipients vary by the amount?

1. What Opportunities Are Offered by Different PRA Amounts?

The PRA amount establishes an overall constraint on the resources available to recipients.
In setting the amount, states face a tension between the bonus and service components of the
account. If the amount of the PRA is set high so as to maximize the services it can purchase, that
also creates a generous potential reemployment bonus.

The perceived adequacy of different PRA amounts depends on whether the perception is
based on the bonus or the service component of the PRA. For example, setting the PRA amount
to the $3,000 maximum would offer a generous reemployment bonus. As we point out in the

previous section, a bonus offer of $3,000 in today’ s dollarsis slightly more than twice as large as
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the most generous bonuses tested in the Washington and Pennsylvania reemployment bonus
demonstrations in the late 1980s.

However, as a maximum amount to pay for training or intensive reemployment services and
support, $3,000 may be limiting. One way to see this is to compare a $3,000 PRA with the
amount that WIA local areas currently make available through Individual Training Accounts
(ITAs) to pay for training. D’ Amico et a. (2002) report that anong 26 local areas they recently
observed offering ITAs, only 5 limited ITAs to $3,000 or less. Furthermore, the ITA amount
offered in these local areas needs only to cover the costs of training; the costs of other
reemployment services, such as career counseling, are currently paid for by local agencies. In
contrast, the PRA amount needs to cover the costs of other reemployment services and support in
addition to training. Therefore, at least in some areas, $3,000 would not appear to represent
generous funding for training, services, and other support.

The adequacy of the amount a state sets for its PRA could also vary by local area. First,
training opportunities and costs vary by local area, so a given PRA amount would purchase
different levels of support in different areas. For example, alocal area with a community college
may have more low-cost training options than one served only by private providers. Second, the
cost of living varies by local area, so the real value of the PRA amount as a reemployment bonus
would also vary (just as the rea value of a given Ul weekly benefit amount varies). Third, the
maximum amount of the primary alternative source of training support for many potential PRA
recipients—the ITA—also varies by local area. For example, D’ Amico et al. (2002) indicate that
in Missouri the ITA amount is $5,000 in St. Louis County, compared with $1,700 in West
Central Missouri. Therefore, a PRA amount of $2,000 might be perceived as generous in West
Central Missouri but not in St. Louis County. This is especially important, since everyone who

accepts the offer of a PRA must forgo access to an ITA or other WIA services. Presumably,

12



people who are interested in services would be more likely to accept PRA offers that are high
relative to the local ITA amounts. States would want to be aware of how this comparison plays

out in different local areas.

2. What Isthe Trade-Off Between the PRA Amount and the Number of Offers That Can
Be Made?

Using data drawn from the ITA Experiment, we have conducted anal yses which suggest that
PRA recipients would generally spend most of their PRAs.® Therefore, when states set the PRA
amount, they are also implicitly determining the average expenditures for PRA recipients and the
number of people that would be served. That is, setting the amount closely determines how the
available resources would be spread across potential recipients in the state. States can choose to
offer either generous PRAs to fewer recipients or smaller PRAs to alarger number.

If all PRA recipients were to exhaust their PRAS, calculating the number of offers that can
be made given the PRA amount is very straightforward—simply divide the available total
resources by the PRA amount. Since we expect most recipients to use most of their PRA, this
calculation is probably areasonable starting point. In Table I11.1 we illustrate this calculation for
the average state, based on the state receiving an average portion of the $3.6 billion available
nationwide for PRAs.” As shown in the table, the average state would have a minimum of $63
million that could be distributed to local areas to be offered through PRAS over two years.? If we

assume that all PRA recipients exhaust their accounts, average expenditures per recipient are

®The research paper (Perez-Johnson and Decker 2003) containing this data analysisis attached as Appendix B.

"The estimatesin Table I11.1 are based on simulations shown in Appendix C. These simulations can be revised
to match the particular circumstances of a given state.

®This is calculated by dividing the $3.6 billion by 53 states (including DC, the U.S. Virgin Isands, and Puerto

Rico) to get the state share, and then subtracting off the maximum 7 percent of funds that are available to pay for
PRA administration, including revising the profiling model and setting up a database to manage the PRAS.
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TABLEIII.1

IMPLICATIONS OF DIFFERENT PRA AMOUNTS
IN AVERAGE STATE, TWO YEARS

PRA Amount (in Dallars)

3,000 2,000 1,000

Total Resources Available for PRAS
(in Dollars)?

Assuming All Recipients Exhaust PRAS:
Average expenditures per PRA recipient
(indollars)
Number of offers made”

Percent of Ul recipients receiving an offer®
Assuming Not All Recipients Exhaust PRAS:
Average expenditures per PRA recipient

(in dollars)
Number of offers made”
Percent of Ul recipients receiving an offer®

63,169,811 63,169,811 63,169,811

3,000 2,000 1,000
21,057 31,585 63,170
5.4 8.0 16.1
2,519 1,672 831
25,077 37,783 76,017
6.4 9.6 194

®Based on $3.6 billion divided among 53 states, minus 7 percent that may be used to revise the

profiling model or create atracking database.

PTotal resources available divided by average expenditures.

“Based on 20.8 million new Ul recipients nationwide over 2 years, divided by 53 states.

9Based on the following assumptions:

1. The number of PRA recipients who receive the first installment of the reemployment bonus
is based on the average of the rates shownin Tablell.1

2.
3.

81 percent of first-installment recipients a so receive the second installment
Reemployment bonus recipients who do not receive the second installment do not spend

the remainder of their PRA on training or other services
4. PRA recipients who do not receive a reemployment bonus spend, on average, 80 percent of

their PRA on training and other services
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equal ssmply to the PRA amount, as shown in the second line of the table. The next line shows,
for different PRA amounts, how many offers would be made if all PRA recipients were expected
to exhaust their accounts. If the PRA is set at $3,000, PRAs could be offered to an estimated
21,057 Ul recipients over the two years. Thisis comparable to 5.4 percent of the Ul population
in the average state, which amounts to slightly less than half the 12 percent of the Ul population
that is currently targeted for WPRS services.’

States could vary the number of PRAs they offer by adjusting the PRA amount. For
example, Table I11.1 shows that if al recipients were to exhaust their PRAs and the PRA amount
is lowered to $2,000, the number of offers that the state could make increases to 31,585, or 8.0
percent of the state Ul population. If the amount is lowered even further, to $1,000, the state
could increase the number of offers to 63,170, which represents 16.1 percent of the Ul
population. In this case, the number of PRA offers would exceed the WPRS population, which
could create procedural problems for local areas.’®

Inevitably, not al PRA recipients would exhaust their full PRAS. There are at least two
reasons for this: (1) not all PRA recipients who become reemployed and receive a first bonus
installment from their account would stay employed long enough to receive the second
installment, and (2) PRA recipients who fail to qualify for a bonus might not completely exhaust
their PRA on training and services. PRA resources that are offered but not spent could then be
made available to new PRA recipients.

In determining how many Ul recipients would be served through PRAS, states should

recognize that not all recipients would exhaust their accounts. To determine how a given amount

®The Economic Report of the President, 2003, reports that 1.2 million, or 12 percent, of Ul recipients
nationwide were referred to WPRS from July 2001 through June 2002.

19See Section 111 for further discussion of procedural issues associated with PRAS.
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translates into offers, states would have to make some assumptions about how recipients would
use their PRA resources. Using a set of assumptions that are explained in Table 111.1, we
generated simulations of how many offers the average state can make for given amounts with
their PRA funding.”* The last three lines of Table I11.1 show the estimates generated by the
simulations.

Accounting for the fact that not all recipients would exhaust their PRAs obviously increases
the number of PRA offers the state would make. According to our simulations, if the state sets
the PRA amount to $3,000, actual expenditures would average $2,519 rather than the awarded
$3,000. With that level of expenditures, the number of PRA offers that could be made goes up to
25,077, or about 4,000 more than if al recipients exhaust their PRAs. This represents 6.4
percent of all Ul recipients, or slightly more than half of WPRS-targeted Ul recipients. If the
PRA amount is lowered to $2,000 or $1,000, the number of offers that could be made rises to
37,783 and 76,017, respectively. These figures represent 9.6 percent and 19.4 percent of the Ul
recipient population, respectively.

The simulations presented here imply that most states would likely spend all their PRA
resources regardless of the PRA amount. If the amount is set at $3,000, the average state is
likely to spend al its resources by making offers to only 6.4 percent of the Ul population. Even
if the amount is set at only $1,000, the average state could expect to exhaust its funding by
making offers to 19.4 percent of the Ul population (although this implies that offers would have
to extend beyond the current WPRS population). If, after the initial offers are made, recipients

spend less of their PRAS than expected, states should be able to expand the offers to a somewhat

“Additional details of the simulations are shown in Appendix C.
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larger proportion of the Ul population to ensure their funds are spent. Later in this paper, we

describe one way in which this process might work.

3. How Do thelmpacts of PRAson Recipients Vary by the Amount?

Different PRA amounts could generate different impacts on recipients both by changing the
incentives for reemployment and by changing the resources available to support training and
related services. Higher PRA amounts would increase the financia incentive provided by the
reemployment bonus, which is likely to increase the rate at which PRA recipients seek and
receive the bonus. Therefore, setting the PRA at the maximum amount of $3,000 should also
maximize the bonus take-up rate, as recipients would put the greatest effort into reemployment to
qualify for the bonus.

A high bonus take-up rate would also imply that a high proportion of total PRA dollars are
spent on the bonus as opposed to training or other services. So, although setting the PRA at
$3,000 would offer the greatest access to training and services, this approach also encourages
more recipients to focus on the reemployment bonus aspect of the accounts.

Setting higher PRA amounts should also generate larger impacts on employment and Ul
receipt per PRA recipient. As we noted earlier, a $3,000 PRA should maximize the impact on
employment and the reduction in Ul receipt per PRA recipient, since this is the amount that
maximizes both the reemployment incentive and the available training and service support for
each recipient. However, if the amount is set lower, PRAs could be offered to a larger group of
people, potentially affecting employment and Ul receipt among this larger group. $So it is
difficult to predict whether setting the PRA a $3,000 would maximize the impact on

employment and Ul receipt among all Ul recipients.
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B. DEFINING ELIGIBILITY FOR PRAs

We expect that both states and local areas would play arole in determining which customers
are eligible for PRAs. In this section we describe issues related to the responsibilities of states
and local areas, and we provide one scenario for how these responsibilities might be split

between the two entities.

1. The State' sRole

Under the PRA proposal, each local area would get an alotment of PRA dollars based on
the number unemployed locally. However, as described in the previous section, the amount of
the PRA offer has already been set by the state. By setting the PRA amount, states have aready
determined to a large extent how many people statewide would be served through PRAS.
However, the number that could be served in any local area would vary according to how the
money alotted to that area (which would be based on local unemployment numbers) compares
with the fixed PRA amount to be offered. If the number unemployed in each local areais closely
correlated with the number starting to receive Ul benefits, then each area should be able, using
the PRAS, to serve a roughly comparable proportion of its Ul population. As we pointed out
earlier, this proportion would be dictated by the amount of the PRA.

Having set the PRA amount and the allotment for each local area, a state could also set the
specific digibility criteriafor PRA offers. The state might, based on the projected proportion of
the Ul population to be served, set a specific exhaustion probability threshold. That is, the state
could require that any Ul recipient with a benefit exhaustion probability above X percent be
offered a PRA. A drawback of this approach is that exhaustion probabilities may vary across
local areas, so a given probability threshold would risk exhausting local allotments quickly in

some areas and simultaneously underutilizing the allotments in others.
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2. TheRoleof theLocal Area

An aternative approach, which is analogous to what some states have done to target WPRS
services, would be to alow the local areas to decide how many PRAS to offer each week, based
on their PRA alotment and the offer amount set by the state. The PRA allotment and PRA
amount essentially dictate the number of offers a local area could make per week. Once local
areas determine how many offers to make in a week, those offers would need to be targeted to
the Ul recipients with the highest benefit exhaustion probabilities in that week. Severa states
used a similar approach to target Ul recipients for reemployment services under WPRS (see, for
example, the discussion of WPRS targeting in Maryland and Oregon in Dickinson et al. [1999]).
Under this approach, states allowed each local area to determine its service capacity and then
offer services to those local recipients with the highest probabilities of benefit exhaustion until
that capacity wasfilled.

Local areas could use their own assumptions to simulate the number of PRA offers to make.
For example, Table 111.2 uses the same assumptions used for the state simulations above to
illustrate how a local area might go about determining how many offers to make to new Ul
recipients each week.*? One approach is shown in the first column, where the local area would
simply divide the local two-year allotment by $3,000 to determine the number of PRA offers to
make over the two years, and divide that number by 104 to determine the number of offers to
make in each week. For the case shown in Table I11.2, this simple approach implies that the
local areawould offer $3,000 PRAs to 1,888 people for the two years, or 18 each week.

However, by accounting for the fact that some PRA recipients would not exhaust their

accounts, the local area could increase the total number of $3,000 PRA offers from 1,888 to

2Additional details are shown in Appendix C.
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TABLE I11.2

IMPLICATIONS OF DIFFERENT PRA AMOUNTS
IN AVERAGE LOCAL AREA, TWO YEARS

PRA Amount (in Dollars)

3,000 2,000 1,000
Total Resources Available for PRAS
(in Dollars)? 5,664,975 5,664,975 5,664,975
Assuming All Recipients Exhaust PRAS:
Average expenditures per PRA recipient
(in dollars) 3,000 2,000 1,000
Number of offers made” 1,888 2,832 5,665
Offers per week® 18 27 54
Percent of Ul recipients receiving an offer® 54 8.0 16.1
Assuming Not All Recipients Exhaust PRAS:
Average expenditures per PRA recipient
(in dollars)® 2,519 1,672 831
Number of offers made” 2,249 3,388 6,817
Offers per week® 22 33 66
Percent of Ul recipients receiving an offer® 6.4 9.6 19.4

®Based on $3.6 billion divided among 591 local areas across 53 states, minus 7 percent that may
be used to revise the profiling model or create a tracking database.

PTotal resources available divided by average expenditures.
“Number of offers made over the 2 years divided by 104.
9Based on 20.8 million new Ul recipients nationwide over 2 years, divided by 591 local areas.

®Based on the following assumptions:

1. The number of PRA recipients who receive the first installment of the reemployment
bonus is based on the average of the rates shown in TableI1.1

2. 81 percent of first-installment recipients also receive the second installment

3. Reemployment bonus recipients who do not receive the second installment do not spend
the remainder of their PRA on training or other services

4. PRA recipients who do not receive a reemployment bonus spend, on average, 80 percent
of their PRA on training and other services
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2,249, or 22 per week, as shown in Table I11.2. Reducing the PRA amount would aso increase
the number of PRA offers that can be made. The bottom panel of Table I111.2 shows that if the
PRA amount is reduced to $2,000, the number of offers increases to 3,388 over two years, or 33
offers per week. Reducing the amount to $1,000 increases the total offers to 6,817, or 66 per
week.

Using this approach to determine the numbers of weekly offers to make would exhaust the
local area’s PRA alotment in two years, under the assumptions and projections built into our
caculations. However, even if our assumptions and projections are reasonable, actual
experience is likely to be different, and local areas would have to make adjustments over time.
One way to adjust would be to recalculate periodically the projections shown in Table I11.2 based
on actual experience with PRA expenditures, and to change the number of offers as necessary to
use up the local allotment. Since a key parameter in Table I11.2 is the bonus receipt rate, the
local areas would begin having information to adjust their offers within 13 weeks or so of their
initial PRA offers. For example, if alocal areafinds that a lower-than-expected number of early
PRA recipients become reemployed quickly enough to receive a first bonus installment,
somewhat lower projected expenditures per recipient would result. The local area could respond
to this trend by increasing the number of PRA offers to be made over the rest of the year. This
would ensure that the local area fully utilizes the available PRA resources. Figure 111.1 shows
how alocal areawould adjust its PRA offers on a quarterly basis to use their PRA funding fully.

Ul recipients whose exhaustion probabilities are too low for them to receive an offer in their
first week of Ul benefits could be put onto a waiting list for a limited period. For example, if a
local area offers PRASs to Ul recipients with the 20 highest exhaustion probabilities, the rest of
the Ul recipients could be put onto a waiting list for the next two weeks. Ul recipients in this

group could receive a PRA offer in the following two weeks if their exhaustion probability falls
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FIGURE 1.1

SAMPLE PROCESS TO SET UP AND ADJUST
NUMBER OF PRA OFFERS

Local areareceives PRA
alocation for the year

v

Divide by
number of quarters left
in the year

PRA budget for the quarter

Divide by
estimated average PRA
expenditure

Number of PRA offers
to make in the quarter

v

unused PRA funds and
add to remaining budget
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in the top 20 during that time. A similar waiting-list approach is popular in targeting Ul
recipients for WPRS. Presumably, any Ul recipients on the waiting list for a PRA offer would,in
the interim, be eligible to receive other WIA services if they were determined eligible. If they
register for WIA, they would likely be considered ineligible for any subsequent PRA offer. The

following section provides further discussion of local procedural issues of thistype.

23






IV. PROCEDURAL ISSUESIN DEVELOPING AND IMPLEMENTING
PERSONAL REEMPLOYMENT ACCOUNT PROGRAMS

Workforce administrators would have to consider a variety of issues as they design and

implement their PRA programs. The text box below shows the range of operational decisions

they would face. In this chapter, we discuss issues, options, and resources that states and

localities would consider as they make such
decisions.

Our discussion is based on process research
findings on the implementation of the reemployment
bonus demonstrations, Worker Profiling and
Reemployment Services (WPRS) systems, and
Individual Training Accounts (ITAs) and other
components of Workforce Investment Act (WIA)
programs. This is likely to be highly relevant
information as states and localities set up their PRA
programs and reflect on the issues they might
encounter once these programs are in operation.
Because PRAs would be authorized for only three

years, there would be considerable pressure to get

Design and Operational Decisions
Regarding PRA Programs

How will PRA responsibilities be
alocated?

Who will receive PRA offers?

How will PRA offers be made?

What is the content of PRA offers?
How will bonus claims be processed?

What will be allowable uses of PRA
funds?

How will PRA expenditure reguests be
processed?

How will PRA recipients appeal denials
of bonus and expenditure requests?

How will payments from PRAs be
made?

How will PRA balances be tracked?

What implementation and outcomes
data will be collected?

the programs up and running quickly once authorizing legislation is approved. Therefore, we

would expect workforce administrators to rely as much as possible on the procedures they now

use to operate similar programs, the procedures and readily available resources from similar

programs operated by others, or both.
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A. KEY CHALLENGESIN PRA IMPLEMENTATION

Before discussing specific operational decisions, we should highlight several factors that

would challenge workforce administrators as they design and implement PRA programs:

» The PRA concept is new. Reemployment bonuses are not currently offered to Ul
recipients, WPRS participants, or other customers of the One-Stop system. At
present, the use of vouchers (through ITAS) is also limited to WIA participants
determined to be in need of training. In addition, research conducted to inform the
design of the ITA Experiment found that, on their own, local areas tend to restrict
customers decision making and use of ITA resources in important ways (Perez-
Johnson et al. 1998). Yet PRAs would extend the application of vouchers to the full
range of assistance offered by One-Stop centers, not just training, and give customers
much greater flexibility and control over the use of resources.

* PRA programs could be complex. Because PRAs combine a reemployment bonus
and a broad service voucher component, the programs would likely involve severa
steps and, as we discuss next, a variety of state and local actors. States and localities
must also ensure that bonuses are awarded to the right people and that PRA funds are
used appropriately. Combined, these factors could drive workforce administrators to
specify their PRA programs fully and try their best to anticipate opportunities for
fraud and misuse of PRA funds. Thus the PRA programs could become fairly
complex.

* Yet states and localities would need to implement PRAs quickly, using simple
procedures. Aswe noted, draft legislation authorizes the proposed PRA programs for
only three years. Both the temporary nature of PRA programs and their short
implementation timetable should push workforce administrators to keep PRA
procedures simple. In addition, the program’s overall objective is to provide
unemployed persons with strong, clear incentives to become reemployed quickly, and
with direct control and flexibility in the use of resources for employment-related
needs. To accomplish this, PRA programs should also use procedures that are
straightforward and easy to understand.

* Relevant experience and awareness of resources to support PRA implementation
are likely to be uneven. Experience operating reemployment bonus programs is
limited to a few states (demonstrations were conducted only in Illinois, New Jersey,
Pennsylvania, and Washington). Similarly, states and localities vary in their overall
emphasis on WIA-funded training and, therefore, in their use of and experience with
ITA training vouchers (CLASP 2003; and D’Amico 2002). This would make it
important for workforce administrators to have access to guidance and information on
resources as PRA programs are implemented.
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B. ALLOCATING RESPONSIBILITIESFOR THE PROGRAM

Among the first decisions that workforce administrators would need to make is how to
alocate responsibility for the PRA program overall and for the many individual functions
involved in operating the programs. State-level officias and workforce administrators would
also have to decide how narrowly to define the parameters for implementation of PRA programs
and which operational decisionsto leave to the discretion of local areas.

Most PRA program functions resemble current One-Stop activities. Table IV.1 matches
PRA program functions to similar One-Stop activities. As it shows, while the range of functions
to be performed is wide and all these functions would be new, most PRA activities—with the
exception of processing and paying reemployment bonuses—are similar to activities currently
being conducted within the One-Stop system. Therefore, some expertise and resources should be
available to build upon for PRA implementation.

Dividing PRA responsibilities across Ul, ES, and WIA staff might be desirable. As Table
IV.1 aso shows, PRA-like activities are sometimes conducted by Ul, ES, and WIA staff.
Allocating PRA responsibilities in a manner that reflects and builds upon the current
responsibilities of staff from these three programs may be the most practical and efficient way to
capitalize on the resources and expertise of these various One-Stop partners.

Some PRA activities might still require shared responsibility. A key example of thisisthe
management of the accounts. PRA recipients would be able to use account funds to purchase
counseling and other reemployment assistance, which are local services likely to be delivered by
WIA staff (Table 1V.1). PRA recipients would also be eligible for reemployment bonuses, and,
under the bonus demonstrations, eligibility verification and payment of bonuses were conducted

as statewide processes by Ul staff. Yet the funds to pay bonuses or pay for services would all
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PRA PROGRAM FUNCTIONS AND ANALOGOUS ACTIVITIES

TABLEIV.1

WITHIN ONE-STOP SYSTEMS

Equivalent Within Agency/Program Staff Responsible
PRA Program Function One-Stop System Responsible (State vs. Local)
I dentify eligible Ul recipients - Identify WPRS clients ul State
Call in eligible Ul recipients - Cal-in WPRS clients UI/ES Varies (State, local)
Make PRA offers - WPRS orientations UI/ES, some WIA Locd
- WIA orientations WIA Local
Provide servicesto PRA clients - WPRS services Varies (ES, WIA) Local
and answer client questions - WIA services WIA Locd
Review and approve bonus - None currently but done under
clams bonus demonstrations ul* State*
Review and approve PRA - Review and approve ITA
expenditure requests expenditure requests WIA Local
Handle appeals of rejected - Appeals of ITA program
bonus claims and expenditure approval decisions and
requests expenditure requests WIA Local
Process payments, including - Bonuses are not offered
bonuses, out of PRAs and currently but were paid under
track account balances demonstrations ul* State*
- Process payments out of ITAS
and track account balances WIA Local
Follow up on PRA recipients
who exhaust their Ul benefits - Follow up on WIA clients WIA Loca

Note: * = Agency or staff responsible for these functions during the reemployment bonus demonstrations.

come out of the same account, and expenditures on services would not necessarily preclude

bonus payouts and vice versa. This would make it difficult to implement programs where

account management is divided—concurrently or sequentially—between Ul staff at the state

level and WIA staff at the local levdl.

PRA implementation would require greater information sharing and coordination among

Ul, ES, and WIA staff.
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coordination among Ul, ES, and WIA staff is not always as close as may be desired. For
instance, in most states and localities, WPRS responsibilities are divided between Ul and ES
staff (Table IV.1). When WIA staff participate in WPRS orientations, it is usually to describe
WIA-funded training assistance. While WPRS clients are referred to the WIA program for
reemployment assistance in some locdlities, it is more common for the WIA and WPRS
programs to operate as distinct entities—with different target populations and service offerings.
Yet PRA programs would combine activities and services from all three programs, so
implementing them would require greater coordination and information sharing across these key
One-Stop partners and could accelerate efforts to integrate One-Stop services.

We expect states to provide broad guidelines and allow local areas flexibility in the
operation of PRA programs. Consistent with how WIA and other One-Stop programs
commonly operate, we anticipate that states would make decisions about the program parameters
that have been left to their discretion in the legislation (for example, the uniform amount to be
offered to PRA-dligible recipients statewide) or as state options (for example, whether to extend
eligibility to optional groups or whether to specify additional criteria for eligibility or priority).
To safeguard against misuse of PRA funds, states might also define allowable uses of the PRAS,
standards for determining the appropriateness of a requested expense, and standards for

determining bonus eligibility beyond those specified in the legidation.

C. IDENTIFYING ELIGIBLE RECIPIENTSAND MAKING PRA OFFERS

Once responsihilities for key PRA functions and the program overall have been alocated,
workforce administrators would need to tackle basic decisions about how their PRA programs
should operate. The first steps in program operations would be to identify eligible Ul recipients

and offer PRAsto them (Figure 1V.1). In addition to deciding the number of PRA offersto make
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FIGURE IV.1

SAMPLE FLOW OF NEW Ul CLAIMANTS
THROUGH PRA PROGRAM

Screen WPRS-eligible claimants for
PRA eligibililty

Refer toregular
WPRS services
Call in eligible Ul recipient to PRA
orientation
Does NO
individual » OR
show?
YES

Make PRA offer

Individual forfeits

PRA dligibility

Isfull-time
employment secured within NO

Establish PRA

Doesindividual
request PRA expenditureswithin

A4

13 weeks of Ul benefit
receipt?

YES

Pay out first bonusinstallment

Is
individual still employed
6 monthslater?

Pay out second
bonus installment

12 months of account
establishment?

Review service or expenserequest

Isrequest
allowable? Arethere
sufficient fundsleft over in
account?

Did individual
lose employment because of
"lack of work" ?

Deny
request

Charge account for requested
service, pay for expensedirectly,
or reimburse recipient for expense

Individual forfeits further
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initially and how to adjust these procedures over time (discussed in Chapter 111), workforce
administrators would need to define the content of the offers and develop procedures for making
them. In deciding how to make PRA offers, workforce administrators would need to figure out

how to call in eligible Ul recipients and how to conduct PRA orientations.

1. Identifying and Callingin Eligible Recipients

“In general, an individual shall be eligible to receive assistance . . . if, at a minimum, beginning after the date of
enactment of the Back to Work Incentive Act of 2003, the individual (1) is identified as likely to exhaust regular
unemployment compensation and in need of job search assistance to make a successful transition to new
employment, (2) is receiving regular unemployment compensation under any State or Federal program administered
by the State; and (3) is eligible for not less than 20 weeks of benefits. A state may establish additional criteria for
eligibility and for priority in the provision of assistance.” (H.R. 444 Sec. 135E(b).)

States' lists of WPRS dligibles are the likely starting point for PRA call-in procedures. To
identify and call in PRA-eligible Ul recipients, workforce administrators could easily build upon
the procedures they now use to identify WPRS-éligible persons and call them in for orientations.
Needels, Corson, and Vannoy (2002) note that the process to identify and call in WPRS-eligibles
generaly involves three steps. (1) weekly computation of a profiling score for persons receiving
afirst Ul payment or, in some states, filing an initia claim; (2) the ranking of Ul recipients by
profiling score for each local office; and (3) the selection of recipients to call in and the sending
of arequest that they report for an orientation. The first two steps are usually done in the central
Ul office, while the third is done in the central office in some states and in local officesin others.
When the call-in step is done centrally, the central office usually generates and mails out call-in
letters, but local offices determine the number of recipients to be called in. When local areas
conduct the call-in, they usualy review their lists of profiled clients and call in as many
recipients as site capacity will allow.

Additional exclusions may nevertheless be needed for PRAs. Draft legidlation specifies

that, to be eligible for PRAS, Ul recipients must have qualified for at least 20 weeks of benefits.
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States may therefore need to implement additional screens that exclude people who qualify for
fewer than 20 weeks of benefits, and, since states share lists of profiled recipients with local
offices, incorporate this information into those lists. Staff charged with calling in PRA-€eligibles
might do as some local staff do currently and not always invite the top X people with the highest
profiling scores to PRA orientations. Rather, before inviting profiled recipients to PRA
orientations, staff would want to check that they are still actively collecting Ul benefits and have
remained eligible for the program. In addition, local staff would want to check that recipients are
not already WIA-registered customers, as this would disqualify them from the PRA program. In
the second year of the program, it would also be important to check that eligible Ul recipients
have not already received a PRA, which should be a one-time benefit.

PRA call-in procedures should promote early engagement. Research has found WPRS
orientation attendance rates to be low and followup with Ul recipients who fail to show to be
limited (Needels, Corson, and Nicholson 2001). States and local areas would nevertheless have
a limited time period in which to use their PRA allocations, which would make it important to
identify and engage €eligible persons promptly. PRA programs would also want to engage
eligible recipients early in their unemployment spells so that the reemployment bonus—available
only through the 13th week of benefit receipt—provides a strong incentive for recipients to
intensify their job search efforts or consider employment opportunities more broadly. Early
engagement would also be important for PRA recipients to be able to complete training or other
services before their Ul benefits run out.

Call-in procedures should also minimize “gaming” opportunities. Research aso suggests
an important reason why some WPRS-eligible recipients fail to attend their orientations:
although their profiling scores suggest a high probability of Ul benefit exhaustion, they still get

jobs early in their Ul spells and exit the program (Needels, Corson, and Vannoy 2002; and
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Needels, Corson, and Nicholson 2001). The offer of a reemployment bonus may encourage such
recipients to remain on the Ul rolls longer than they would otherwise. That is, if such recipients
are caled in for a PRA orientation and become aware of the availability of reemployment
bonuses, they might delay accepting a job offer or their start of employment just so they have an
opportunity to accept the PRA and claim a reemployment bonus. While it would be difficult to
eliminate this gaming potential completely, it could be reduced somewhat if PRA eligibility is
structured as a two-stage process. Recipients could be first called in for regular WPRS services
and informed of their eligibility for PRAs later, if they have remained unemployed and are still
collecting Ul benefits after a minimum number of weeks. Efforts to limit this gaming potential
should nevertheless be balanced against the desire to also promote early engagement.

Some Ul recipients might contest their exclusion from PRA programs. While draft
legislation specifies that PRASs are not an entitlement, Ul recipients could still challenge their not
being offered PRASs if others they know and perceive as similar are offered the benefit. Thisis
because PRAS represent an offer without similar aternatives for excluded persons to pursue.
Unlike WPRS, where people who are not profiled can still register with the ES and request
reemployment assistance, people who are not determined eligible for PRAs cannot volunteer for
the program. In this sense, PRAs are more like self-employment assistance (SEA) programs,
where excluded Ul recipients have tried to appeal their profiling scores in order to qualify for the
services (Messenger, Peterson-Vaccaro, and Vroman 2002). Loca staff may therefore need (1)
rules clearer than those for WPRS for determining which Ul recipients should and should not be
called in for PRA orientations, (2) training and scripts on how to explain to disgruntled recipients
the criteria on which selection is based, and (3) procedures to handle “appeals’ of PRA dligibility

determinations.
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2. Content of the PRA Offers

“Prior to the establishment of a PRA for an eligible individual, the One-Stop delivery system shall ensure that the
individua (1) isinformed of the requirements applicable to the PRA, including the allowable uses of the funds from
the account, the limitations on access to WIA services and a description of such services, and the conditions for
receiving a reemployment bonus; (2) has the option to develop a personal reemployment plan, which will identify
the employment goals and appropriate combination of services selected by the individual to achieve the employment
goas; and (3) signs an attestation that the individual will comply with the requirements related to the PRAs . . . and
will reimburse the account or, if the account has been terminated, the program for any amounts expended under
from the account that are not allowable.” (H.R. 444 Sec. 135E(c)(1).)

PRA orientations should cover a wide range of topics. Draft legislation specifies severa

topics to be covered in PRA orientations—including allowable uses of PRA funds and the

conditions for bonus eligibility (see text box). In addition : : :
Topicsfor PRA Orientations

to these requirements, our experiences in the ITA
* PRA amount

Experiment suggest that PRA orientations should cover « Period over which award is valid

the amount of the PRA award, the period over which it is * Allowable uses of PRA funds

valid, the procedures recipients must use to clam a ) 'Slt;:ty to develop an employment
reemployment bonus or request expenditures out of their « Eligibility for reemployment
bonus

accounts, and the criteria that will be applied to approve . Processto claim bonus and/or
_ o _ request PRA expenditures
PRA expenditure requests. This is because, like people
* Procedures for verification of
assigned to Approach 3 of the ITA Experiment—a “true bonus eligibility

) ) ] * Criteriafor approval of PRA
voucher” approach with no counseling requirements, PRA expenditure requests

customers would not have counseling requirements and * Payment procedures

¢ Terms of the award

this would make it essentia that they leave their

orientations with a clear sense of the program’s rules and the steps they must follow to use their

awards. Local staff may also want to explain in detail the interaction between the bonus and



reemployment account features of the award.® Because of the complex rules and terms of the
awards, it may also be useful for PRA recipients to receive a detailed, written explanation of the

program.

“For the 1-year period following the establishment of the account, claimants may not receive intensive, supportive,
or training services funded under this title except on afee-for-service basis.” (H.R. 444 Sec. 135(a)(3)(C).)

PRA orientations must provide information to help eigible recipients decide whether or
not to accept the offer. People who accept PRA offers must forfeit their eligibility for staff-
assisted WIA services for 12 months from the date of establishment of their account. During this
period, they would be allowed to receive WIA services (beyond core services) only on a fee-for-
service basis. One-Stop staff would need to explain these award conditions in detail to eligible
Ul recipients, as, for some, accepting a PRA may represent a significant trade-off in assistance.
In helping PRA-eligible Ul recipients assess this potential trade-off, local areas should be
prepared to give people some sense not only of their likelihood of qualifying for relatively costly
WIA services—for example, training—but also of their likelihood of receiving such services—
that is, based on the overal availability of WIA fundslocally for such uses.

| TA models could inform the development of PRA customer agreements. Draft legislation
specifies that people who accept their PRA offers must sign an agreement certifying that they
will comply with the program’s requirements and reimburse the government for any
expenditures that are later deemed unallowable. Some local areas, when awarding ITAS to
eligible WIA customers, use similar agreements, which could serve as models for PRA customer

agreements (Exhibits V.1 and 1V .2).

BThat is, PRA recipients can use their awards to purchase services before claiming a reemployment bonus.
However, a client who has qualified for the reemployment bonus cannot use PRA funds to purchase services unless
he or she loses employment because of a “lack of work.”
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EXHIBIT IV.1

WORKFORCE DEVELOPMENT, INC.
CUSTOMER RESPONSIBILITY AGREEMENT

Our Responsibility:

The goal of WIA (Workforce Investment Act) isto return you towork as quickly as possible. Theprogramis
funded by the Department of Labor and isa short term service program. The program is designed for your
success! Workforce Development, Inc. is responsible for the delivery of employment and training services
under WIA in partnership with the Illinois Employment and Training Centers. Core services including
career counseling, planning, labor market information, job search assistance, on-line job listings and inter net
access will be provided. Intensive services including comprehensive services to overcome barriers and pre-
vocational servicesincluding ESL will be provided. Vocational training will be offered in programs through
approved training institutions on the lllinois State Provider List.

We wish you the best of luck as you embark on your re-entry/entry into the workforce through participation
in our programs. Your Career Advisor ishereto support and assist you.

Y our Responsibility:

___Call to schedule AL L appointments with your Career Advisor. We can not guarantee our availability without an
appointment.

___If training services are determined to be necessary, you will have 45 daysto find a school and enroll in courses.
If 45 days elapse, you will have to re-certify to participate in the program. Please contact your advisor if you are
having difficulty with this process well before the 45 days have expired.

___ Basic skill levels must be met befor e funding can be supplied for vocational training. (A 9" grade math and
reading level must be met for all training programs excluding Information Technology, where a 10" grade math and
reading score is required).

___Consult with your Career Advisor prior to registering for any course(s). Workforce Development, Inc. cannot
reimburse any student for tuition, books or fees that are incurred without an authorized Workforce Devel opment,
Inc. ITA (individual training account) voucher.

___If you are taking full-time academic course work at a community college or university you must apply for
financial aid at the school’ s financial aid office before submitting the voucher. A copy of the approval or rejection
of benefits should be sent to your Career Advisor within two weeks of determination.

(Persons with a bachelor’s degree or higher and those only pursuing a certificate not a degree need not apply for
financial aid. Dislocated workers should discuss their status with the financial aid office.)

___Promptly submit issued vouchers to the designated school to guarantee registration and payment. All vouchers
must be signed where required. Sign the book voucher again upon receipt of books.

___If changes are needed on the original registration schedule such as withdrawals, additions or cancellations,
contact you Career Advisor immediately. No alterations may be made on the voucher itself. Any unauthorized
changes to the voucher will invaidate it.

___Withdrawals or changes in your course schedule may also impact Unemployment Insurance benefits. Inform
your local Illinois Department of Employment Security representative of any changesin course work.
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EXHIBIT 1V.1 (continued)

__You will be required to continue documentation of your job search for the Department of Employment Security
unless you are attending training full time (12 credit hours of more).

___Participation in programs under the Workforce Investment Act (WIA) does not extend unemployment benefits.
Unemployment benefits last for 26 weeks. Currently there is no extension period and no extensions are made.

___Notify Workforce Development, Inc. if you become employed at any point during your participation in our
program, (full-time, part-time or temporary), relocate to another area, change telephone number or addresses. This
information is very important for our files.

___When your course(s) or vocationa training ends, you MUST forward a copy of your certificate(s) or
credential(s) attained immediately upon completion to your Career Advisor for Department of Labor tracking
purposes. Grades must be forwarded upon the completion of each semester. Failure to forward your grades or
certificates will jeopardize further participation in WFD, Inc. sponsored programs. Future vouchers will not be
written.

___Upon completion of training and while searching for a job, you are required to maintain contact with your
Career Advisor at least once per month. Thisisaminimum. Your Career Advisor is here to help you throughout
core, intensive, training and job search stages of your return to the workforce.

____Once you have completed services or training and obtained a job, WFD, Inc. will need information regarding
your employment in order to show the outcomes of these federally funded services. At a minimum, we will need:
date of employment, employer’s name, company address, phone number, job title, job description, working
hours, salary, benefits and supervisor’sname. You must agreeto provide thisinformation in order to receive
services as required by the Department of Labor. This will assist WFD, Inc. in receiving funds in the future
enabling us to help others. Thisinformation is statistical only. In addition, you will be contacted by phone or |etter
for up to 12 months after you re-enter/enter the workforce to determine employment retention rates. Thisisa vital
and most important part of the program and federal funding.

| HAVE READ AND UNDERSTAND THIS AGREEMENT AND WILL COMPLY WITH ITS INTENT. |
UNDERSTAND THAT ANY DEVIATIONS FROM THIS AGREEMENT WILL JEOPARDIZE APPROVAL
FOR WORKFORCE DEVELOPMENT, INC. SERVICES. | UNDERSTAND FAILURE TO PROVIDE
GRADES, COPIES OF CERTIFICATIONS, CHANGE OF ADDRESS/PHONE INFORMATION OR FUTURE
EMPLOYMENT INFORMATION WILL RESULT IN MY BEING DENIED FUTURE FUNDING FOR
SERVICES OR TRAINING.

Customer’s Signature Career Advisor’'s Signature
Date Date
Revised 9/29/2000

In partnership with the communities of the Northwest Municipal Conference
Workforce Development, Inc. (formerly known as the Private Industry Council of Northern Cook County)
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EXHIBIT IV.2
“TOOL CHEST” LIST OF ‘I WILLS
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3. Conducting PRA Orientations

Workforce administrators would need to make several decisons about how PRA
orientations should be conducted. For instance, they would have to decide on the most
appropriate mode, that is, whether PRA orientations should be in-person sessions or whether the
offer could be presented over the telephone or in aletter with telephone followup; whether, if in-
person, individual or group sessions should be conducted; and, if group sessions are preferable,
whether any of the eligible recipients should have separate orientations. Workforce
administrators would a so need to decide which staff should conduct the orientations.

PRA orientations are likely to be in-person, group sessions. The overall content and
complexity of the topics to be covered suggest that these should be in-person sessions.**
Explaining the details of the PRA policies and procedures to eligible Ul recipientsis likely to be
difficult in a letter or over the telephone. In addition, eligible recipients are likely to have
guestions and, if they do not, might still benefit from hearing the answers to questions that other
eligible people ask. Bringing eligible recipients into the One-Stops for PRA orientations may
have the added benefit of helping to familiarize them with One-Stop services. Since the offer is
generally the same across eligible clients, PRA orientations could easily be conducted as group
sessions. Asdiscussed in Chapter [11, local offices are likely to call in enough eligible recipients
to support group sessions.

Separate orientations may be desirable for exhaustees. If a state extends PRA €dligibility to
this group, the terms of their offers and allowable uses would differ somewhat from those for
new Ul recipients. These people would be €eligible for a reemployment bonus if they secure a

full-time job within 13 weeks from the date of establishment of their PRA account, rather than

¥Alternatives such as telephone orientations or mail-based orientations with telephone followup may still be
desirable in special circumstances, for example, when dealing with claimants from remote rural aress.
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within 13 weeks of collecting Ul benefits.”> At state option, they would also be alowed to use
PRA funds for supportive payments. Separate PRA orientations for exhaustees may be needed,
however, only for the period that states or localities give these people to come forward to learn
about their PRA awards and claim the benefit, instead of for the full duration of the program.

Ul, ES, and WIA staff are all likely to play a role in PRA orientations. Ul and/or ES staff
could be responsible for caling in eligible recipients and coordinating the scheduling of
orientations, using procedures like the ones used for WPRS orientations. As we discussed, an
important component of PRA orientations will be to provide information to help customers
decide whether to accept the PRA offer and forfeit eligibility for WIA services, and WIA staff
are likely to be in the best position to explain the potential trade-off. Their involvement would
also make it possible to incorporate some quick prescreening for WIA eligibility into PRA

orientations.

D. OPERATING PRA PROGRAMS

Workforce administrators would need to develop a wide range of new procedures to
implement the bonus and voucher components of their PRA programs. They would have to
devise procedures for PRA recipients to claim their reemployment bonuses, for staff to verify
eligibility for them, and for bonuses to be paid to qualifying persons. The administrators would
also need to develop procedures for PRA recipients to request One-Stop (intensive and training)
services or other expenditures from their accounts; for local staff to review these requests and

decide whether or not to approve them; for local staff to communicate their approval or denial

As we discuss later, structuring PRAS in this manner—that is, with a firm reemployment deadline—may be
desirable across the board, rather than just for these PRA claimants.
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decisions to PRA recipients and relevant staff; and for PRA recipients to appeal denied

expenditure or service requests.

1. Processing Bonus Claims

Procedures similar to those used in the reemployment bonus demonstrations could be
used in the new PRA programs. In both the Washington and the Pennsylvania demonstrations,
participants mailed an initial “Notice of Hire” form to staff at the central Ul office.®'’ When
they received this form, Ul staff checked whether the participant met basic eligibility criteria for
the reemployment bonus—for instance, that the job met the program’s definition of full-time®*—
and, if so, mailed a notice informing the recipient that the bonus claim had been accepted.™®
Along with this notice, Ul staff also sent a*“Bonus Voucher” form and a“Job Change’ form that
the participant had to submit about four months after the start of the quaifying job.® In the
Pennsylvania and Washington demonstrations, reemployment bonuses were paid out in a single
installment and only if the recipient had maintained full-time employment for 16 weeks or

4 months, respectively. Once the participant mailed in the second claim, central Ul office staff

18All forms and notices used in the Washington demonstration are available in Appendix A of the final
evaluation report (Spiegelman et al. 1992). Corson et al. (1991) describe the forms used in the Pennsylvania
demonstration. We include several of the Washington forms and noticesin Appendix D of this paper.

Y«Notice of Hire” forms asked bonus claimants to report the start date of the qualifying job, the number of
hours worked per week on that job, and contact information for both the qualifying job and for the job held just prior
to theinitial receipt of Ul benefits.

18 n the Pennsylvania demonstration, full-time employment was defined as 32 or more hours per week. In the
Washington demonstration, full-time work was defined as a total of at least 34 hours per week on al jobs or
sufficient earningsto terminate Ul benefit payments.

staff also contacted claimants if more information was required. If the bonus claim was rejected, claimants
received a notice informing them of this outcome and the reason for it.

®The Bonus Voucher form reported current employer contact information and average weekly hours, and
certified that the claimant met all eligibility criteria for claiming abonus. This form was all that was reguired if the
claimant worked at only one job during the four month period. Claimants who worked at more than one full-time
job during that period were also required to submit the “Job Change” form, which reported employer contact
information, job start and end dates, and average weekly hours for all jobs during the period.
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checked program records to verify both the participant’s monetary and nonmonetary eligibility
for UI?* and to look for any intervening collection of Ul benefits. Ul staff verified the
employment information by telephoning each employer the recipient listed, but only if the

recipient still appeared to be eligible for the bonus.

“Sixty percent of the remaining PRA balance shall be paid to the claimant at the time of reemployment. Forty
percent of the remaining PRA balance shall be paid to the claimant not later than 6 months after the date of
reemployment.” (H.R. 444 Sec. 135F(c)(2).)

Such procedures would have to be modified to accommodate two bonus installments.
Draft legislation specifies that the PRA bonuses shall be paid in two installments—60 percent of
the remaining PRA balance at the time of reemployment and the other 40 percent no later than
six months after the date of reemployment. Hence, workforce administrators would have to
develop procedures for the claiming, processing, and paying of two separate bonus installments.

PRA bonus €ligibility criteria must balance several objectives. Workforce administrators
would want their programs to provide strong incentives for PRA recipients to intensify their job
search efforts and consider employment opportunities they may not have considered otherwise.
At the same time, they would want to minimize incentives for recipients to accept low-quality
jobs just to qualify for a bonus. Minimizing opportunities for PRA recipients to realize
unreasonable “windfalls’ or “game” the bonus claim process would also be important. To meet

these objectives, administrators may consider the following options:

» Allow a wide range of employment options. Self-employment, temporary jobs, or
working for a relative were not excluded outright from allowable jobs in the bonus

AT0 remain eligible for a reemployment bonus in the Pennsylvania demonstration, after applying for benefits,
Ul claimants had to maintain both monetary and nonmonetary eligibility (Dunstan and Kerachsky 1988). This
meant, for example, that they could not receive a duration disqualification for Ul benefits either because of a late
arising separation issue or because of a nonseparation issue. However, one-week disqualifications did not affect the
claimants' bonus status.
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demonstrations. Special rules were nevertheless developed to minimize potential
abuses associated with employment options.?*

» Deny bonuses for recalls to the previous job or placements through a union hiring
hall. In the Pennsylvania and the Washington demonstrations, paying bonuses for
such jobs was viewed as inappropriate since “job acquisition was totally dependent
upon the actions of the employer or union” (Spiegelman et al. 1992).%

» Delay bonus payments. The bonus demonstrations delayed bonus payments to
ensure that new jobs had some long-run potential. Recipients were allowed to change
jobs during the reemployment period, as long as there were no employment
interruptions greater than one week, al jobs worked were full-time, and no Ul
benefits were claimed during the reemployment period.

« Base bonus dligibility on calendar weeks, instead of benefit weeks.** Under current
proposals, Ul recipients could suspend benefits claims temporarily just in order to
qualify for the PRA bonus.®® To avoid such gaming, the bonus demonstrations gave
all participants a firm reemployment deadline, defined as a fixed number of calendar
weeks from the date of their bonus offer. A calendar-based reemployment deadline
might also be easier for PRA recipients to understand and for program staff to track.?

State or local staff may need to call employers directly to verify most bonus claims. Ul
wage records are unlikely to be available to verify employment as staff evaluate first or second

bonus claims, astypically there is atwo-quarter delay in the availability of such data. Moreover,

2| the Pennsylvania demonstration, for instance, claimants who were self-employed at any time during the
16-week bonus qualification period were required to submit proof of self-employment along with their Bonus
Voucher (and the “Job Change” form, if necessary). Acceptable proof included a copy of the IRS Employer's
Quarterly Federal Tax Return, an annual federal tax return showing self-employment income, and Employer’ s Initial
Statement for Ul, or a state or municipal business license.

%This might not be a significant concern under PRA programs since claimants with a specific recall date and
claimants who are hired through a union hiring hall are typically screened out of WPRS selection pools (Needels,
Corson, and Vannoy 2002), which would make them ineligible for PRAs.

#While the language in the draft legislation may change or ultimately be interpreted more loosely, at present it
suggests that, for new Ul claimants, bonus eligibility will depend on the number of weeks of Ul benefits collected.

ZConsider the case of a PRA recipient who has collected 10 weeks of Ul benefits and secures an offer for ajob
that will not start for another five weeks. The claimant might stop collecting Ul benefits for a couple of weeks—
indicating that he or she was not actively searching for work or was not available to accept employment during that
period—and resume collecting Ul just in time to claim the reemployment bonus.

%Another complication of basing bonus eligibility on the number of weeks of Ul benefits collected is that
administrators would need to decide what to count as a week—for example, waiting weeks and weeks when only
partial benefits are collected, only weeks when the claimant collects the full weekly benefit amount, or any calendar
week when the claimant collects at least one dollar in Ul benefits.



some states do not collect the information that would be needed to conduct the desired
verifications—for instance, employment dates, weeks employed in the quarter, and total hours of
employment each week.

Employment verification may delay payment of the first PRA bonus installment. Draft
legislation specifies that payment of the first bonus installment should occur “at the time of
reemployment.” Loca staff would nevertheless need some time to confirm that clients have
stopped collecting Ul benefits and, as we just discussed, verify their employment. Workforce
administrators might also want to delay payment of the first bonus installment somewhat (as was
done in the bonus demonstrations) to discourage PRA recipients from accepting jobs with little
long-term potential, especially temporary or seasonal jobs.

Several considerations should inform decisions about how to process bonus claims
processing. These could include efficiency and consistency in the application of eligibility
criteria, the burden imposed on individual staff, and potential delays in bonus payments. As the
PRA program would be new and relatively short in duration, centralized procedures could
minimize staff training costs and errors in the application of bonus eligibility criteria. Yet a
decentralized process would spread the verification burden and reduce its impact on the overall
workload of individual staff. If local staff conduct verification of bonus claims, the outcomes of
this process could be communicated more quickly to clients and the staff in charge of making the
payments, which might result in fewer delays in payment. Another important consideration may
be that, over the past decade, taking of Ul claims has increasingly become centralized and
telephone-based. Hence, One-Stops do not always have a staff person with direct access to Ul

data systems.?’ If charged with processing bonus claims, One-Stop staff might need to work

ZAlternatively, One-Stop staff may have read-only access to Ul systems but no substantive, recent training to
understand or interpret system codes.



with a designated person with access to Ul data systems, whom they may call to request Ul-

related information.?®

2. Processing PRA Expenditure Requests

PRA recipients would need clear guidance on the steps they would need to follow to request
services or expenditures to be paid for by their accounts. Once a PRA customer requests a One-
Stop service or an expenditure out of his or her account, a local staff member would need to

evaluate the request and decide whether or not to approveit.

a. Proceduresto Request PRA Expenditures

Customers may use paper forms to request PRA expenditures. Since PRASs include no
counseling requirements, the level of contact between PRA recipients and One-Stop staff once
these customers leave their orientations may be quite limited. Local areas may therefore want to
develop paper forms or other tools for PRA recipients to request One-Stop services and other
account expenditures.

ITA request forms could serve as models for PRA programs. Customers assigned to
Approach 3 in the ITA Experiment use different forms to request approval of their program
selection and to request ITA expenditures on training-related supplies (see Exhibits 1V.3 and
IV.4). Our experiences developing these forms and observing their use by customers and staff

suggest severa considerations for PRA programs:

%An aternative would be to grant WIA/One-Stop staff direct access to Ul data systems. We believe that,
because of data-sharing issues and confidentiality concerns, this is unlikely to happen within the time frame for
implementation of the PRA program.
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EXHIBIT IV.3 ITA@
REQUEST FOR TRAINING FUNDS —

PARTICIPANT: DATE: / /

INSTRUCTIONS: Please submit this sheet to your Workforce Development, Inc. counselor for approval. You
may submit it by mail or in-person. Remember that, for your request to be approved, you must have completed your
ITA counseling requirements and selected a program within the state’ s list of eligible training providers. Once your
reguest is approved, your counselor will ask you to register for the program or courses requested and submit a copy
of your registration paperwork. Y our counselor will then issue a voucher, which you must (1) sign and (2) take to the
training provider for payment. You may pick-up your voucher in person from your counselor or he can mail it to
you. Please allow at least 5 business days for processing of your request.

1. Institution:

2. Program:

3. Expected Program/Term Start Date: / / End Date: / /

4. Training Costs and Resources

Training Costs Training Resour ces
Tuition and Fees $ A. Pell Grant
B. Scholarships/grants

Other required expenses | $ C. Other (describe): $
(describe):

Total Costs | $ Total Resources | $

5. ITA Amount Requested: $
(NOTE: The ITA amount you request must be less than or equal to the funds remaining in your ITA.)

--FOR COUNSELOR USE ONLY --

1. Conditionsfor approval -- Enter “Y” or “ ” to confirm:

____ Customer hassatisfied I TA participation requirements.
Institution/program selected isan approved training option.
Training costs and resour ces have been fully reported and verified.
Customer has|TA fundsavailable.

2. Request for ITA fundsfor training is APPROVED:

Counselor’s STAFF_ID: [ ] Participant’sMPR_ID: [ ]
Signature: Date: [ ]
3. ITA fundsto bereleased:

Current training costs ------------------ >[$ ]

minus countableresources (A + B) -->[$ ] Remaining ITA funds. $

equalsneed for training support ----- >$ (NOTE: Refer to Participant Status sheet)

Amount approved: [$ ]

(NOTE: Enter lesser amount of “need for training support” and participant’s “remaining ITA funds.”)

Provide payment to: [V_CODE: ] for [P_CODE: ]

4. Expected Start Date: [ / / ] Expected End Date: [ / / |
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EXHIBIT IV.4 g
REQUEST FOR TRAINING SUPPLIES _

PARTICIPANT: DATE:
/ /

INSTRUCTIONS: Please complete a separate sheet for each request for training-related supplies and submit it to
your ITA counselor. You may submit this sheet by mail or in-person. For your request to be approved, you must
also enclose documentation (for example, a course syllabus or letter from the instructor) showing that the supplies
requested are a requirement for a course or program that Workforce Development, Inc. has already approved. Also,
no ITA fundswill be released directly to customers. Therefore, you must agree to get the supplies requested from a
vendor that can be paid directly by Workforce Development, Inc. Once your request is approved, your counselor
will issue a voucher, which you should (1) sign and (2) take to the agreed-upon vendor for payment. Y ou may pick-
up your voucher from your counselor or ghe can mail it to you. Please allow at least 5 business days for processing
of your request.

1.  Program/courseinformation:

Training Ingtitution:

Program:
Course(s):

2. Typeof suppliesbeing requested (select ONE category):
______ Books
Tools
Clothes/Uniforms
Other (Describe: )

3. Amount being requested: $
(Note: This amount must be equal to or less than available ITA funds.)

--FOR COUNSELOR USE ONLY--

1. Conditionsfor approval (enter “Y” for yesor “ ” to confirm):
Supplies requested are a requirement for the approved training program.
No other sources of support are available for the services requested.
Customer has|TA fundsavailable.

2.  Request for supportive servicesis APPROVED:

Counselor’s STAFF_ID: [ ] Participant’sMPR_ID: [ ]
Counselor’ssignature: Date: [ ]
3. Amount authorized: [$ |
for [S_CODE: ]
payableto [V_CODE: |
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» Formsshould reflect the full range of possible PRA uses. Draft legislation specifies
that, subject to some restrictions, PRA funds may be used to purchase intensive
services, training services, supportive services, and even assistance to purchase or
lease an automobile. Paper forms may be desirable even when PRA recipients
request One-Stop services, as existence of a paper trail may help trigger account
charges for services provided in-house.

e Forms should include detailed submission instructions. As we noted, One-Stop
staff may have little contact with PRA recipients after they have attended their
orientations. Therefore, PRA expenditure request forms should clearly lay out the
process that PRA recipients must follow to submit their requests (for example, mail
the form to a given address or submit it in person to a designated One-Stop staff
member).

* Forms should include information on the conditions for request approval. PRA
expenditure request forms should remind customers of the criteria that will be applied
to evaluate their requests and of any supporting documentation they must provide to
secure approval.”® Distinct forms, or forms with distinct sections, may be needed for
various types of PRA expenditures, as different considerations are likely to factor into
approval decisions for different types of requests.*

» Forms should describe the process to communicate approval or denial decisions.
PRA expenditure request forms should note the time required to process the request
and how local staff will notify the customer of its outcome (that is, whether the
request is approved or denied). This will help avoid unrealistic expectations about
response time on the part of customers.

b. Proceduresto Evaluate Expenditure Requests

Staff could follow a two-stage process to evaluate PRA expenditure requests. Before
examining any PRA service or expenditure request in detail, local staff could perform basic
checks to ensure that the person can in fact make a request. This determination is likely to be
based on three main elements. (1) is the person a PRA recipient? (2) does the person still have

PRA funds available? and (3) is the request for an allowable expense? Staff will also have to

#\We say remind PRA claimants, since we have assumed that approval criteria would be discussed during PRA
orientations.

®The ITA “Supply Request” form, for example, directs customers to enclose a course syllabus or letter from
the instructor, showing that the supplies requested are a requirement for a training program that has already been
approved. It also reminds customers that they must agree to obtain the supplies from a vendor that can be paid
directly by the local One-Stop agency, asno I TA funds are released directly to customers.



check that the PRA recipient has not claimed and been determined eligible to receive a
reemployment bonus. Approval decisons could then focus on whether the expense is
appropriate.

It may be sensible to require PRA expenditure requests to relate directly to employment.
For the expense to be judged an appropriate use of PRA funds, states and local areas could
stipulate that PRA requests be expenditures directly related to reemployment or services needed
to prepare for or search for reemployment. Such a standard would provide guidance and
flexibility to local staff as they evaluate PRA expenditure requests, without placing excessive
restrictions on recipients' use of their PRA awards. For example, it might still be possible for
PRA recipients to use their accounts to purchase children’s furniture and toys—if they
substantiate that these expenses are directly related to their employment goal (for example,
becoming a home-based day care provider) or a prerequisite for employment.

Caps might also be set for some PRA expenditures. States or local areas might also set
caps on the maximum amounts—overall or in a particular period—that PRA recipients could
spend on specific services. This could occur, in particular, if workforce administrators consider
it inappropriate for PRA recipients to spend their full awards on a particular type of expense—for

example, health care services, child care, or transportation.

“A State may authorize exhaustees to withdraw amounts from the PRA on a weekly basis for purposes of income
support in amounts up to the average weekly amount of Ul that the individual received prior to his or her exhaustion
of rights to UC if the individual is engaged in job search, intensive services, or training that is expected to lead to
employment.” (H.R. 444 Sec. 135F(b).)

Designated staff might process requests for income-support payments. When qualifying
PRA recipients request income support payments, One-Stop staff would first have to verify that
the person is eligible for such payments (that is, that the person is an exhaustee) and confirm that

the PRA recipient is till actively engaged in One-Stop services. Local staff would also need to
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get information from Ul staff on the average weekly benefit amount for these people. Since
income support would not be an allowable use of account funds for all PRA recipients, to
minimize errors in the application of eligibility criteria and approva of income support
payments, local areas may want to designate specialized counselors to work with the customers

who qualify for such payments.

3. Managing the Personal Reemployment Accounts

The final set of PRA procedures that workforce administrators would need to develop
involve managing the individual accounts. In particular, the administrators would have to decide
how to establish and track transactions for these accounts. Procedures would also be needed to
charge the PRASs for staff-assisted WIA services and to make payments to outside providers and

the PRA recipients themselves.

a. Establishing and Maintaining PRAs

Accounts could be managed by a designated staff person. Consistent with general practice
with ITAs, PRAs could be managed by a designated One-Stop staff person, rather than the
individual counselors who provide services to PRA recipients or evaluate their service and
expenditure requests. This staff member would be responsible for establishing the PRAS,
making payments from the accounts, tracking PRA balances, and generally maintaining the
accounts. Importantly, the designated accounts manager would have to learn promptly any
information on which Ul recipients accept their PRA offers, become eligible for bonuses, receive
One-Stop services, or have other PRA expenditures approved.

Simple procedures may be used to manage PRAs. The local areas that offer ITAs to their
WIA training customers typicaly use commercialy available software or locally developed

spreadsheets to track individual obligations, payments, and balances for these training accounts.
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While allowable uses of the PRAs would be broader than for ITAS, the approach needed to
manage PRAs is generally the same. That is, funds would need to be reserved once an eligible
recipient accepts the PRA offer; payouts would then reduce the balance of funds available in the
PRAs. Hence, local areas should be able to use similar, uncomplicated procedures to manage
PRAS.

Procedures to identify inactive or expired accounts quickly will be important. Because of
the strict two-year window for localities to award PRAS, workforce administrators would want to
develop procedures to identify inactive or expired accounts promptly and release any unused
funds so they can be used to fund PRAS for new customers. An easy way to accomplish this
would be for each PRA to receive an account expiration date (exactly 12 months after the PRA
acceptance date). Local staff could use this date to systematically identify and review those
accounts whose account expiration date has passed and return any unused funds to the overall
PRA budget. It would also be important to flag the accounts of people who qualify for a first
bonus installment, so that, if they fail to claim their second bonus installment or fail to qualify
for it for a reason other than “lack of work,” unused PRA funds are returned promptly to the

overall PRA budget.

b. Making Chargesto or Paymentsfrom PRAS

Workforce administrators would need procedures to charge PRAs for One-Stop services
(beyond core services), make payments to outside vendors, and make payments to PRA
recipients. Deciding how to set prices for staff-assisted services is likely to be a concern.
However, as we discuss next, we do not expect this to be amajor challenge.

Three factors should inform decisions about the pricing of One-Stop services. At present,

One-Stops do not generally charge for any of the staff-assisted intensive or training services they
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provide to qualifying local customers®* Hence, local areas are likely to have little, if any,
experience on which to base decisions about what prices to charge PRA customers who request
staff-assisted services. Workforce administrators could nevertheless consider three factors. (1)
the expected demand for staff-assisted services among PRA recipients, (2) One-Stop capacity to
respond to PRA demand for services, and (3) the overal availability and prices of competing
alternatives.

Demand for staff-assisted services among PRA recipients may be low. Analysis of
preliminary participation data from the ITA Experiment suggests that PRA recipients are
unlikely to request much counseling (see Appendix B), for two main reasons. First, the services
are voluntary. Second, being required to pay for them should act as a further disincentive for
PRA recipients to request them, as spending on services would reduce the potential amount of
the reemployment bonus or the PRA resources available to pay for training and other
employment-related needs.

With low demand for services, local capacity should not be a major constraint. If demand
for counseling and other staff-assisted services among PRA recipientsis low, local areas may be
able to accommodate any additional service requests without much difficulty. That is, workforce
administrators should not anticipate having to hire additional staff to increase their service
delivery capacity. Hence, increased staffing or other costs should not be a major consideration

asthey set the prices for staff-assisted services.

%1 The only exception we have encountered is the Thumb Area Employment and Training Consortium (ETC),
which serves a four-county rural area in eastern Michigan. This local area has been operating its “tool chest”
voucher model since 1996. Individual ETC customers receive a “tool chest” that pools funds from all the programs
for which the customer qualifies. With staff approval, customers are allowed to use funds from their “tool chest”
account to purchase a wide range of employment, training, and supportive services, including individualized
assistance from or workshops led by ETC staff.
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The principal consideration in setting One-Stop prices may be competitors prices. To
encourage PRA recipients to use in-house services as much as possible, local areas would want
to ensure that they price their services competitively. Workforce administrators may want to
examine closely the prices charged by local competitors—for example, resume-help agencies or
employment brokers—for services similar to those offered at their One-Stops.

Existing procedures could be used to pay certified providers. Workforce administrators
would need procedures to pay outside providers for services such as training and other allowable
uses of the accounts (for example, book purchases or assistance with child care). One-Stops tend
to have existing relationships with a wide range of providers of specialized supplies and services,
and we expect them to encourage PRA recipients to use this established network as much as
possible. When PRA recipients use certified One-Stop providers, local areas should be able to
use the same procedures they currently use to pay them.

New procedures will be needed to pay out-of-network providers. To prevent fraud and
misuse of PRA funds, we would expect local areas to insist on having out-of-network providers
bill them directly for services whenever possible, especialy if the expense is substantia (for
example, training from a provider outside the state's Eligible Training Provider List). When
provider billing isimpractical or infeasible, local areas may ask PRA recipients to pre-pay for the
expense and then get reimbursed.

Convenience might promote the use of certified providers. The convenience of obtaining
services or supplies without first having to obtain quotes or vouchers could encourage PRA

customers to use certified providers.®* PRA recipients who insist on using a