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AESTRACY

Objective: To review the prellmlnary steps taken to implement
the Targeted Jobs Tax Credit (TJTC) for employers hiring eligible
ex-convicts and ex-felons and to develop guidelines for an impact
evaluation. Additionally, estimates were made as to the numbers
of eligible ex~felons potentially using the tax credit.

Methodology: Information gathering was accomplished through
interviews with employer representatives, staff of.the U.S.
Department of Labor respounsible for TJTC implementation, state
Employment Service staff and offender enployment dssistance
program staff, as well as some limited literatur2 review.

Findings: The process evaluation noted that (1) the DOL imple-
mentation effort has been limited tc local responsibilities in the
certification process, rather than program features such as staff
training or coordination to other offender employment assistance
efforts, (2) several states had developed sicgnificant expertise

in TJTC implementation that might be shared with other states,
1nc1ud1ng the use of state economic development funds as - added
economic inducements for employers, (3) problems exist wit

respect to the signing of eligibility determination sub-zgreements.
between the E.S. agencies, the CETA-prime sponsorxs, and state and
federal correctional agencies. The impact evaluation guidelines -
reconmending use of a time series study as a preliminary evaluatloh
orocedure but noted the problem of developing a comparative

basis for judgirng the 51gn1f1cance of statistical measures

of ex-felon employment and unemployment. For long-term impact
evaluation, the study proposed the alternative vse of either

the experimental ‘'evaluation technique. cf a causal model of

change or the use of econometric models of employment looking

to significant demographic and environmental variables affecting
ex-felon employment.

Policy Implications: An analysis of the factors affecting employer

policies and practices towards ex-felons reinforces the process
evaluation findings emphasizing the need for coordination of

.TITC efforts with other programs to aid offender employment.

DOL needs to broaden the mandate of its netional cffice staff
managing the TJTC program to include program coordination, train-

ing of field staff, and technology +transfer. The tentative nature

of this recommendation highlights, however, the lack of comprehensive
research on employer policies and practices.
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INTRODUCTION

The neﬁ Targeted Jobs Tax Credit (TJTC) established
in the Revenue Act of 1978 is intended to increacse the
employment levels of target group members, who are assumed
to face artificial barriers to employment. While previous
efforts to reduce other barriers to employment, such as equal
employmenﬁ opportunity laws, may have had é tengential effect
upon these groups, more help is thought to be needed. For,
unenmployment among these groups' members remains high.
Positive economic inducements for emplcyers to hire them
seem regquired.

One of the seven targetvgfoups included in the tax
credit program is economically disad?antaged ex-convicts and
other ex~-felons within five years of conviction or release
from prison.1 While nct much is known about other groups

of ex-felons, U.S., Department of Labor and state correctional

. agency studies testify to theiparqlee's often

high level of unemplbyment. Many other studies show that cne
cause of their unemplovment problems is the artificial bar-
rier to employment from employer policies and practices

against hiring persons with criminal records.

1. This paper will use the term ex-felon to encompass
both ex-couvicts and other ex-felons, including probationers
and those receiving suspended sentences, since it is
inclusive of the former. '

2. See Neal Miller, Emplover-Barriers to-the Employment
of Persons with Records of Arrest or Conviction” (1979).
Note that this zeview found that employer stereotypes of
ex-convicts which lead to "statistical discrimination® against
ex-convicts is often generalized to all holders of crininal
records, including persons with records of arrest without
convictions or having served prison terms.

-3 -




The help offered by the TJTC to parolees, other ex~felons

and ex—convicts is the economic inducement offered by the tax
credit prov151on for employcrs to reduce »he¢r’1abor cests by
applylng thp tax credlt against their federal tax liability in
the amount of onz-half of the newly hired ex-felon's first year
;fﬁ'f salary and oﬁe;quarter of the second year salary, up to $6,000 of .

PYAY each year's salary. For the first year this averages about $1,800
Ly . 1

. '\ gain to the employer pef each qualifying employee.

The purpose of this paper is twofold. First, it wilil

i
|
}

" attempt to determine if the implementation of the targeted jobs

tax credit is effective in promoting employment of the target

% , groups in general and specifically, as it is directed at ex-felon \
employment. Second, it will attempt to develop an evaluation
""[:‘ plan for measurlng empirically the changes in ex~felon employment
that have resulted from the tax credit. To these ends, the rarer '
will: ;

- examine the iegislétive mandate, . e

; - estimate the potential number of ex-felons to be
i helped,

- conduct a preliminary process evaluation of the
procedures by which the tax credit program is !
managed and publicized, . i

“ - develop guidelines for an impact evaluation plan, and

- review the policy implications of the findings. 1

—1. The tax credit replaces the wage deduction to the |
employer s gross profits before taxes, so that not all of the f-
-/ ! maximum tax credit of $3,N00 is a savings. For-a taxpaye: :
' : in the 40% bracket, the net gain is $1,800 ($3,000 x 60% .

g [100-40]). This does not take into account the effect of the
tax credit upon state tax liability of the employer.
See below.
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I. The Legislation

The Revenue Act of 1978 under Section 321, Targeted
Jobs Credit for Business,l provides for a tax credit.of
fifty percent:of the qualified first year wages and twenty-
five percent éf the qualified second year wages, up to
$6,000 per yeén for employers hiring, after September 1978,
an indiQidual who has been certified by a DOL-designated
agency as:
:"A) having been convicted of a felony under any
statute of the United States or any state,
B) being a member of an econemically disadvan-
taged family..., and
C) having a hiring date which is not more than
five years after the last date con which such
individual was so convicted or was released from
?rison."
The tax créﬁit may be applied to up to ninety percent of the
employer's tax liability and may be applied against'the tax
liabiiity for three years preceding the year of hire or for

seven years subsequent to the yeat of hire.

f
Legislative Context

The tax credit for employers hiring ex-felons is not the

' sole employment tax credit under the Targeted Jobs Tax Credit

(TJTC), nor are the several TJTC tax credits tﬁé sole tax

- : ; : -
credit available to businesses. v -

1. Section 51, Internal Revenue Code of 1954,
26 U.S.C. 51.
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The principle non-TJTC tax credits available teo

businesses are the WIN employment credit and investment
credits for (1) companies purchasiny new equipment, plants,
gtc.;_(Z) pollution control facilities, (3) rehabilitation of
buildings tﬁenty years old 5r more. In addition, there is
a tax credit for payment of foreign taxes. The investinent
tax credit for new equipment is applicable in 1%79 up to
sixty percent of the tax liability, rising in ten percent
inérements'to ninety percent in 1982 or thereafter. Employers
may use the WIN (work incentive) tax credit when hiring
welfare recipients; the WIN credit can be appliéd against
the emplbyé}'s total tax liability for fifty percent of the
first year's wages ahd twenty-five percent of second year
wages, up to $6,000 each year.

The other targeted job tax credit categories include:
referrals from vocational rehabilitation agencies, econo-
mically disadvantaged youth (between ages 18 and 25},

Vietnam Veterans under the age of 35 who are members of

economically disadvantaged families, recipients of supple-

mental security income benefits under Title XVI of the

Scnial Security Act, fecipients of General Assistance (Welfare)
payments, and youth participating in a gualified cooperative
education program. Ex-felons may be included in one cr more
of these other TJTC categories leading to the possibility of
double counting of the same individuals in the_glanning or

evaluation of the TJTC program, an issue that will be

-

.« -

discussed below on page .

)
C
§
H
i
3

SRRPSRY SN BHPALY P YPUOIe S S RSPV TP '

[ SRV Pt

i o

SR DU,

et

A e




Eligibility Ambiguities: Before analysis of the TJTC

can begin, we need to know who is intended to bz helped by

the tax credit. The key definitional element for the tax

- credit is that of being convicted of a felony. One commonly

accepted definition of felony is a crime for which one may be
sentenced to prison for a term of one year and‘one day or

1 :

While the United States penal code, Title 18, follows
this definition, many state penal codes do not. Cne state,
New Jersey, does not evsn have the category "felony,” using
instéad the term "high misdemeanor.” Many other states
(at least a dozen) provide for misdemeanors, maximum sen=
tences of incafceration for periods of more than one year,
and sémetimes having the sentences served in prison rather
than jail. Conversely, at ieast one state, Minnesota,
defines a felony as a crime for which one has been imprisoned
for a year or more, rather than having a potential maximum
sentence over one year in term.2 In this light, it is likely
that if Congress had an intent when using the term felony.,
it was to adopt the federal criminal code rule rather than
accepting the various state cdefinitions.

A second definitional ambiguity i§ the meaning of the

term "ex-convict™ as it might be construed to exclude

1. Crimes for which the maximum sentence possible is
one year or-less, include misdemeanors and violations (the
latter generally not exceeding a three-month maximum jail

sentence). -

2{ Personal communication from staff at the state
Criminal Justice Statistical Center.
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individuals serving prison sentences, such as work releasees

or persons in halfway houses, who are able to work in the

community. The DOL's Solicitor's Office has, however, issued
an{interpretation that permits convicts, as wéll as ex-convicts
fo/be eligible iorgﬁhe TJTC credit. A related problem that

is not dealt with ;n the Solicitor's memorarndum is the data
on.which the five-gear period following release from prison

begins to run for these ex-convicts. No national guideline

is possible since the answer depends upon state law. In some states
the law may permit the prison.correctional authority to retain
legal control of the convict, even where the convict is physically

outside the prison, such as residing in a halfway house and working

in the community. Release from convict status does not occur untill

jurisdictional control over the individual is transferred to the.
parole agency or an unconditional release is granted. 1In other
states, an individual is not released to a halfway house until
release from prison and the grant of parole. It is even possible .
that in some states, both systems are in use'and halfway house
fesidents are a mix of "convicts" and parolees. It is also likely
that some states definition of convict may have changed in the
past five years so that historiral information will be needed

to apply the five year from release eligibility test.
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A third, non-defin’“ional source of potential confusion
over "recorg" eiigibilityilies in the practice of perhaps
a dozen stateé of transferring convicted misdemeanants with
sentences over éAcertain period {e.g., three monfhs) to state
prison.. In most states, misdemeanarts serve sentences in
local jails rather than state prisons. And, even ih the
dozen or so states mot following this practice, it is often
a new practice for misdemeanants to serve their sentenée in
prisons. I£ is not inconceivable that thesz incarcerees may
be inadvertently declared eligible Ly certifying agents who

assume that releasees from prison have felony convictions.

1. Such an action, while not authorized, would seem
consistent with the legislative intent to aid tbe transition
of ex-felons back into the labor force. Reentry problems are
probakly as significant for misdemeanor incarcerees as for
felony incarcerees.
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ITI. The Ex-Felon Target Population: Estimating the
Maximum Potential Use of TJTC 2mong Ex-Felons

The starting point for examining the Targefed‘Jobs Tax

Credit (1JTC) for ex-felons is estimating the number of

persoﬁs potentially subject to the credit's use. This

determination involves:

(a) }estimating tiie number of persons convicted of
felonies Qithin the past five years,

(b) adjusting for differences (if any) between the
past five year's prison intake and release of convicted
felons,

{(c) estimating the proportion of ex-felons who are
economically disadvantaged,

{(d) estimaéing doukhle counting due to overlap between
these eligible for the ex-felon tax credit and for other
tax credits for disadvantaged youth, and Vietnam-era veterans,
handicapped, etec., and

(e) estimating likely maximum use of the TJTC from the
proportion of eligible, disédvantaged ex-felons (regardiess
of double counting) who are labor force participants and

unemployed within one year's time.

Universe Estimation

!

National statistics for number of persons convicted

of felonies are not available; Indeed, this statistic
1 s
is not collected by most states.

1t

i

1. Rather, they collect "case" or indictment statistics.
Since cases or indictments may include multiple individuals,
or one person may face several indictments, these statistics
are not useful in the present context.

- 10 -
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The procedhre used here is to gather "person-count”
statistics from selected states wheres this information is
available énd extrapolate from this number to a national
estimate; the éxtrapolation being based upon the fraétion
of the ﬁétional éopulation or aggregate arrests represented
by the combined state's statistics.

~ Two major sources of eryor exist for this procedure.
First, the states surveyed do not have the information
sought for five years. The information available may
therefore be unrepresentative of the full five years' felony
conviction activity. However, what information;there is seems
to show a lowering of the felony conviction totals for the
period 1974-1978., Thus, use ef the later years' figures
{the ones available) will result in an underestimate of the
nunber of persons with felony convictions--a conservative
direction of error.

The second,’moré:serious source of error is in the
likelihood of séme persons being convicted twice (or more)
for felonies in the five-year period. Wiﬁh most persons
being convicted of felonies not receiving prison sentences,
and a majority of those receiving prison sentences being
incarcerated for three years or less, some felons are likely
10 have recidivated in the five-year period. To offset this
possible source of érror, it is estimated that felony
recidivism for felony convicteés ozcurs in the range of ten

to thirty-three percent. v

- 11 -
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a) Estimation of number of persons convicted of
felonies in the past five years is based on reports from
the state court offices in California and New Jersey and

from the ftatistical Analysis‘Centers (funded by the Law

- Enforcement Assistance Administration) in Maryland and

Minnesota. These four states report a total of app}oxi-
mately 85,000 felény and felony—equivalent1 qonvictions
annually. For five years, this would constitute a pcpula-
tion of 425,000 ex-felons.

Extrapolating from thistfigure on the basis of the
four states' 17.26% proportion of the total U.S. populatibn
(unpublished U.S. Census estimate) or their 19.7% pxoportion
of esfimated annual nationai arrests (from unpublished

Uniform Crime Reports data) leads to an estimated range

for the number of ex-felons in the United States of betwesen
2,157,000 and 2,462,340 persons. |

b) The next step is to remove estimate errors resulting
from counting the same persons *wice, due to multiple felcny
convictions. Using a felony recidivism likelihood of
between ten to thirty-three percent,2 the new estimate of
total U.S. ex-felons with less than five-year-old conviction
or release from prison is between 1,445,000 and 2,216,000

persons,

1. See discussion above, page 7.

2. No studies exist which report or the national level of

felony recidivism among ex-felons. No recent research has addressed

this specific question. The Glaser cohort of federal parolees
showed 48.5% recidivism for both felony and misdemeanor crimes
for a five-year follow-up. D. Glaser, The Effectivenéess of a
Prison and Parole System (1964). The range of 10 to 33 percent

used here 1s consistent with whatever partial studies do exist.

- 12 -



Other Adjustments

® / 3 o @) The next step is to adjust for the higher ratio of

| otherwise eligible felons who are now in prison{ compared to
" the number of 1nmates in 1974 ‘This is done by adjusting for
° / 7 | dlfferencesl in prison 1ntake and release, based upon changes
in total prison population for the five-year period.
Accordinag to the Law Enforcement Assistance Administration
figures, there has Lkeen an increase, in this.period, of'about
75,000 persons,‘serving felony cor feiony-equivalent (one-yéar
\, plus) sentences. In aggregate, tﬁis number is nearly de

| minimus, although in the real world, these felons are most
.\,ﬁ- likely to need the help promised by the TJTC. Reducing the
\" ' ] estimates above by 75,000 leads to a new range of.between

: 1,370,000 to 2,141,000 ex-felons.

i’., . ' __ b) Estimating the proportion of ex-felons who meet

the statutory income test of ecoﬁomically disadvantaged1

is not directly possible. No state collects the necessary
economic information for persons convicted of felonies. The
® ,,-:’;\ g‘ only data available come from surveys of jail and prison

) | inmates done by the Law Enforcement Assistance Administration
[ _ in 1972 and 1974.2 These studies suggest that sixty to

seventy percent of the inmates had income levels neeting the
, ,

1. Section 321 of the Revenue Act of 1978 defines
economically disadvantaged persons as individgals Whgse _
- family's inccme during the six months' preceding hiring was
' less than seventy percent of the Eureau of Labor Statistic's
® “lowex living standard. =
2, The Bureau of Census report, Persons in-Institutions
and other Group Quarters; 1970 Census of Population (1973),
dces not differentiate between persons in custody from those
not in custody in reporting 1969 income of 1nrates. Hence
the data are not useable here,

e 7 . - 13 -
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f statutory criteria. Since probationers, who make up two-
thirds of conviction dispositions,Aare likely to have had
I : higher incomes than inmates (for that time prior to arrest/
| conviction) the eligibility range is reduced to an
estimated fifty'to sixty percent.. This reduces the esti-
@ i mate to between 685,000 and 1,285,000 disadvantaged felons.
L ¢) It may be thought desirable to distinguish between
éx—felons meeting other TJITC criteria and those who do not.
For, it may be thét‘whére a choice is possible, ex-felons
~ff" may prefer to use another TJTC category in the expectati. 1
that the other category is not as strong an employment barrier
B as the criminal record.l Estimating the extent to which
ecoﬁomically disédvantaged ex-felons meet other TJTC cate-
gories requires information on the extent to which ex-felons
are Vietnam—efa veterans (under age 35) or youth under age
® . 25, Those who meet the other TJTC criteria, such as general
assistance recipients, or vocational rehabilitation referrals,
probably do not include significant numbers of ex~felons
(nor is there any way to estimate their numbers).
¢ \ ‘ Significant numbers cf ex-felons are, however, disad-
vantaged Vietnam-era veterans or disadvantaged youth. Based
on Law Enforcement Assistance Administration statistics, it
) ‘ : is estimated that six percent of all ex-felons are Vietnam-

era veterans under the age of 35.2 Using a variety of

l. See, note 2, below, page '16. .
e 2. President Carter's Message -on Vietnam-Era Veterans
(3 Weekly Compilation of Presidential Documents, Vol. 14 (no. 41);
‘ pp. 1737-1742 (October 10, 1978). About 12% of the prison
population were estimated to be Vietnam-era veterans. Since
the median age of this group as a whole is 34 years, this
means that slightly more than half are below the 35-vear
cutoff,

.' - 14 -
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1 it is estimated that youth under

criminal justice reports,
age 25 constitute between thirty-three and thirty-nine
percent of all felony convictions.2

The extent to which disadvantagéd ex-felons meet other
TJITC attributes isvthus est&mated'to be in the range of
thirty-nine to forty-five percent. The group of ex-felon
youth ér Vietnam veterans is between 267,000 and 578,000

individuals, while the group of ex-felons with neither

attribute is between 377,000 and 784,000 persons.

Likely maximum use of ex-felon TJTC

Not all disadvantaged ex~felons need help in receiving
employment since many are already working or not in the
labor force. It is assumed that labor force participation

3

rates for ex-~felons approximate that for non-felons™ and

that felons comprise thirty rercent minorities and ninety-

1. These reports include Law Enforcement Assistance
Administration Survevs of Inmates of State Correctional
Facilities-1974 (1976); Uniform Crime Reports=-1977 (1978);
and Criminal Justice Profile-1977 (1978) California Bureau
of Criminal Statistics.

2. Not all of these will be economically disadvantaged,
but if it is assumed that the proportion of economically
disadvantaged veterans and youth is the same as that for

BN

disadvantaged ex-felons to all ex-felons, no further adjust-

ment need be made for dual-eligibility.

3. One problem with this ana]ysis is that criminal
justice agency rules often reguire probatloners and parolees
to work. Non-labor force participation is permltted only
for reasons such as attending school, illness, or disability.
Hence, TJTC-eligible ex-felons might be expected to exceed
their non-offender peers in labor force participation.

- =15 -
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five percent males.1 Applying participation rates of 78.5%
for white males, 71.0% for black males, and 48.4% for
females, between 306,000 and 607,000 ey-felons exclu51vely
are labor force participants. Making no distinction between
ex-felons with and without other TJTC_at£ributes2 brings

the numbear of all ex-felon labor force participaﬁts to a
range of Slé,OOO to 562,000 persons.

1 .
No national data exist that show the incidence of

‘unemployment of ex-felons either for one point in time or

for one year's time. Existirg data for parolees indicate

that they have higher rates of unemployment than non-offenders.
The duration of unemployment may also be more extended than
that for non-offenders.3

Thus, using general population

statistics is likely to underestimate, perhaps seriously,

1, Mitler, supra note 2, page 3.

2, In the real world there is probably little reason:
for ex-felons to prefer another TITC category since primary
labor market employers are likely to learn about their
crimiral records through application form guestions, inter-
views, and background checks. Secondery labor market
cmployers show little concern for the criminal record.
Miller, supra note 2, pg. 3. Indeed, employers concerned
about the record mlght react negatlvely to ex-felons using
another TJTC credit if they perceive such use as an attempt
to evade the employer's interest in the record. And, as
will Be discussed below, there is probably little opportunity
for the ex-felon to choose another TJTC, where the local
agency certifying his/her eligibility is the criminal justice
agency or where that agency has referred the applicant to
the CETA-prime sponsor for certifying.

3. As discussed above, note 1, ex-felons are not as
likely as non-offenders to bzcome non-labor force partici-
pants upon leaving a jOb and, hence, for this-reason alone,
likely to have longer "unemplovment™ spells. -See, Clark
and Summers, Labor Force Transitions and Unemployment (1978), -
for a discussion of the relative 1mportance of labor force

leaving -and entering upon unemployment for the general
population.

- 16 -
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the incidence of ex-felon unemployment. However, no
alternative is available other than a few parolee studies
showing their unemployment to be three times the national

rate for all labor force participants.1 Nor are data

‘available to show the re.ative incidence of unemployment

among offenders and the genaral labor fcrce, although it is
likely that ex~felons suffer higher levels of unemployment
for this measure as tﬁey do for unemployment at one point
in time. Tt is conservatively estimated, therefore, that
thirty percent of all disadvantaged e%-felons arc unemployed
in the course of a year.2

This results in the following estimates of potential
ex-felon TJTC utilization:

- a minimum of between 89,000 and 168,000 ex-felons

exclusively, to

-.a maximum of between 154,000 and 289,000 ex~felons,
including those eligible for TJTC certitication as disad-
vantaged Vietnam-era veferans under age 35 or disadvantaged

youth under age 25.

1. e.g., G. Pownell, Emplovinent Problems of Released
Prisoners (1969). ’

——

2. Burcau of Labor Statistics, Work Experience of the
Population in 1976 (1977), indicates that about 20% of all
Tabor market participants ar2 unemployed in thé course of
a year, although some of this may be short-term, ‘awaiting

‘a-promised job opening rather than a job-seeking period.

- 17 -



III. Preliminary Process Evaluation of Ex-Felon
Targeted Jobs Tax Credit: National Program Efforts

The ex-felon targeted jobs tax credit (TJITC)} has cne
priﬁéiy goal, that of increased employment among eligible
ex-felons. This goal may be achieved directly through tax
credit utilization or indirectly as a result of the
existence of the tax credit, even without employers claim-
ing its tax reduétion benefits. For, increased employment
implies, in part, employer changes in personnel policies

from one of excluding ex-felons, te their acceptance of
\

ex-felons or even affirmatively seeking their hire; this may

occur where employers simply consider the use of TJTC,
regardless of their decision to use it or not. Increased
employment levels may also imply as an alternative to
increased ex-felon hiring, a lowering of their guit or
employment turnover rates. Other indirect means whereby

the tax credit results in increased employment of ex~felons,
without use of the credit by an employer, include knowledge
of the credit leading to increased ex-felon lebcr force
éarticipation and its stimulating greater efforts for their
employment by agencies providing ex-felons employment assist-
ance. A third positive outcome from thefTJTC, related to
but separate from increased employment, is that of decreased

underemployment (from better jobs now being open to ex-felons.
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The process evaluation's purpose is to examine the
legislative mandate 'and implementing éroceéures_to see
whether they are compatible with the goals above or whether
‘implementation may have unexpected} negative results that
hinder ex-felén employment.

I
The specific intent of the process evaluation is

twofold, Fir;t, to contribute to the management of the
program's operations by noting where changes might help in
efficiency or effectiveness. Second, setting the framewcrk
for an impact evaluation by establishing the program's
evaluability and by examining the causal links between the
program’s operations and effects. With these gocals . in mind,
it should be noted, however, that this process evaluation
is done at an early stage of the-TJIC implementation and is
largely limited to naticnal implementation efforts. Other
DOL evaluations are already examining state implementation

of the tax credit program.

The tax credit mechanism and limitations

The mechanism by which the tax credit ostensibly seeks

to achieve its goals is through its providing economic

incentives to empleyers to hire ex-felons.1

i
The tax credit for employers ririrng ex-felons

provides for an election by an employer to claim the

- 1. Note that the National Alliance of Business  in
Connecticut reports that the state corporate tax structure
penalizes the use of the tax credit by increasing the state
tax to a degree greater than the credit's :reduction of the
federal tax. This problem is also true for tae pre-existing
WIN credit; one manufacturer is reported to explain use of
WIN as being part of its corporate social responsikility role.

e
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credit in an amount equal to one-half the wages paid in
the first year of employmeﬂt and one-quarter wages in the.
second year of'employment, up to $6,000 in wagesAfor
either year. The creait can be claimed for an amount

up to 90 percent of the employer's tax liability for the
tax year of employment; if‘unused because of a lack of

tax liability or other credits meeting the 90% limit,

the tax credit may be applied against the tax liabilities

of the employer for the three previous or for the next
seven tax years. The emplovment tax credit can he alaimad
only after all other tax credits have first been cléimed.
The principél alternative tax credits are the investment
credit and foreign tax credit. The tax credit ceiliqg

for the investnient credit is less than the S90% ceiling

for the TJTC for all years prior to 1982.

The maximum tax credit of $3,000 for the first year

of employirent must be subtracted from the employer's

wage deduction. The actual reduction in taxes will then

vary from $300/employee to $2580/emplovee, with the

median saving being $1800/employee. -

- O RPN -———— e

Two observations can be made about the tax credit.

First it {s important to note that the credit is available

only to tax-paying employers. This means that much

enployment in tae private sector, with tax-exempt agencies

and in the public sector is not subject to direct tax

ce s 1 S
credit influence Even for private employers, however,

1. In contrast, a federal wage subsidy could effect
these employment areas.

- 20 -
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’ : v : : 1
for any single year, most do not have tax liability,

"and a significant proportion may not have any sufficient
degree of tax liability for the entire ll-year carry-back

~ or forward period to warrant their making changes in

hiring practices/policies.

Second, the tax credit does not discriminate between
employers not needing any incentive, i.e., presently
hiring substantial numbefs of ex-felons and those who it is
wished to effect. This is significant because, as is
répofﬁed elsewhe;e, hany of the employers who now hire
ex-faloas, employ them in secondary labor market jobs,
which are relatively unattractive;and receive near minimum
wage salaries.2 Since these jobs'have high turnover rates,
secohdary labor market employers have maximum opportunity to

utilize the ex-felons ta: credit, without this necessarily

‘reflecting any increase in ex-felon employment, nor any

diminuation of ex-felon underemployment. Indeed, some
increase in ex-felon underemployment or sub-employment

might even result, limiced only by the TITC restriction

that the first-year wages paid to exffeloﬁs (up to the $5,000
1imit) cannoct exceed thirty percent of the wages subject

to the Federal Unemployment Tax Act fo;'all employees

during the same time period.

[T See, iInternal Revenue Service, Statistics of
Inc-me, 1975, Corporation Income Tax Returns, Preliminary

Report (1977).

2. See, Neal Miller, su?ra note 2, page 3.

- 21 -

~

T R R e DR e DIy S R

e T b

O




Implementation Responsibilities and Procedures

The Department of Labor has two responsibilities for
the implementation of the TJTC.1 These are designation
of the local agency responsible for certifying individual
eligibility as a TJTC group member, inclﬁding therein
a specificat%on of certification procedures, and for
publicizing éhe tax credit among employers.

a) Designation of Local Agrency Responsibilities, First,

the prime sponsors under the Comprehensive Employment and

Training Act of 1973, as amended are assigned responsibility

by DOL for certifying eligibility of members of the three

~groups whose TJTC eligibility is limited to those who are

economically disadvahtaged. This involves interviewing
applicanﬁs who are seekiﬁg certification gnd verifying their
responses, If the applicant is indeed entitled to
certification, the CETA prime sponsor issues a voucher which
tells employers of the holder's status as a TJTC-eligible
job applicant. (The voucher does not, however, inform the
émployér into which category the holder fits.) Second,

the state employment service (ES) issues a certificate éf
eligibility for the employer's use in claiming the tax credit,
after the TJTC applicant has been hired (as described below,
paée 24) . The ES's requnsibility is to check that the
individual's eligibility has not expired, and if it has,

to have the prime sponsor recheck the individual's eligibiliity.

1. The Department of the Treasury is responsible. for
dealing with employers claiming the tax credit, including
legal issues unrelated to employee eligibility.

- 22 -
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The reéponsibility of the CETA prime sponscr for
dete:mining\TJTC eligibility may be delegated to other
~agencies through the signing of cooperative agreements
between éhe prime and thé other agencies. In the case of
the ex-felon, delegation to correctional agencies occurs
because:

- the criminal justice agency is the source of infor-
mation as to ex-felon status;

- the ériminal justice agency is often in the best
position to make determinations of eccnomic disad-
vantaged status, since it has conducted baékgrouni
investigations of the individual or has the investiga—v
tion reports available to it;

- such delegation reduces for applicants the number
of contacts and processing stages;

- such delegaticn reduces the burden on prime sponsor
staff,

b) The certification process: begins with an irdividual
requesting a voucher of eligibility. This usually occurs
in one of three ways: (1) employers refer workers hired
after September 27, 1978;1 {2) employers or, employment
assistance agencies serving job seekers refer them; (3) job
seekers self-refer themselves as a result of program

publicity.

7. Wages for employees DPired after Septe&ﬁér 27, 197¢
that are paid after January 1, 1979 are covered by the
TITC credit.

- 23 =
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No feferral occurs where a correctional agency provide§
employment assistance services to its clients ;nd has been
sub-designated through a cooperative agréement for issuing
eligibility vouchers. It is possible that the agency may

/ routinely issue vcuchers for all eligible clients. It may
issue é voucher only when asked by a job-seeking ex-felon.
A third possibility is that the agency may impose additional

: 1
job-readiness tests before issuing the voucher.

Whén the individual is hired, the employer fills out
and returns to the Employment Service the "Employer Declara-
tion" portion of the voucher form. The Employer Declaration
is a simple form identifying the company, the new employee,
starting date of employment, starting wage and job title.

If eligibility has not been invalidated or expired {i.e.,
the hire is more than six month's past the date of original
eligibility),\the ES staff then completes the Employee
Certification Form, which is mailed to the employer.

c) Publicity: responsibility for the TJTC national

publicity efforts has been plaéed with staff in the Office
| of the Secretary of Labor. As of June 1979, the only
plans for publicizing the ex-felon portion of the TJTC
was for a news item to be placed in a monthly newsletter
issued by the Law Enforcement Assistance Administration

in the U.S. Department of Justice.?

T. It is problematical whether a correctional agency
has legal authority to deny an individual an eligibility
voucher since the law seems to create a federal statutory
entitlement, :

2., See, below, page 31l.
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Implementation Process Evaluation Findings

Interviews with Department ¢f Labor staff and tele-
phone discussions with'empioyers, state Employﬁeht Service
personnél, and staff of employment assistance agencies,
inciuding cfiminal justice agencies, piovided information
raising a variety of issues relative to TJTC implementation.
Some of these relate to the tax credit in general, while
others relate to the ex-felon credit specifically.

a) . The most noticeable defeci of the ex-felon credit
is the government agency use of the term "ex-convict."

While this is the statutory title, tlLe term ex-convict is
(a) incorrect since the ~x-felon need not have served any
term of incarceration to be eligible and (b) destructive
in reinforcing employer stereotypes of ex-felons as

being equi&alent to ex-convicts in terms of criminal pro-
pensities, work habits, experience and skills. This is
most ce}tainly pot the case, since sentencing decisions of
judges look to these factors as helping them distinguish
between persons who should be sentenced to incarceration and
those who should not. It would be far preferable if the
government referred to this credit as either an ex-felon
credit or as an'ex-convict and ex-felon credit.

(b) The DOL-requirement that sub-designation of voucher
issuing agencies be done through agreements with CETA
prime sponsors is not being followed, in part due to the slbw

acceptance of CETA primes to their TJTC responsibilities.

R Y S N T A S . 5 T I T it A
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\In at least_three states, Connecticut, Maryland, and

New Jersey, the state Employment Service agency has
signed agreements, in contravention of DOL guidélines,with

the state correctional agency, the state parole agency

(where separate) and the United States Probation Service.

The rationale for Employment Service/correctional agency
agreements is: v

- thebagreements are state;wide, being in lieu of
multiple local agreements between the CETA primes
and a state-wide agency:

- the CETA primes in two of the states had not yet
agreed in all instances to cooperate with the TJTC
program. Since they had not signed (as of late
May, 1979) agreements wit. the state E§ they
could not sub—designate‘to the local correctional
agency, responsibility for issuing eligibility
vouchers.

There is much to be said for the correctional agencies
undertaking to issue eligibility vcuchers for their clienté°
Such "one-stop" services minimize the normal attrition
that accompanies any referral process. Ex~felon percep-
tions or expectations that theg4wfll be refused services
by non-criminal justice agencies increasg the likelihood

of attrition.

et
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’ 1 . .
DOL,  there is good reason for ultimately having the CETA

Conversely, the ES should not normally sign agreements with

i e T R L ¥ o N e BT T L U e BT T ME TR e - AT

Nonetheless, for reasons other than those cited by

prime sponsors and ecriminal justice agencies sign'cooper-r
ative agreements.. For, the TJTC program is an excellent §
vehicle iround which to build other avenues for program .
cooperatibn. Moreover, by the ES superceding the CETA |
primes?® rble in signing cooperative agreements, difficul-
ties may‘1atez occur with the CETA prime certifying other
ex-felons who seek eligibility directly from the CETA
prime and who need to have their ex-felon status documented
by the criminal justice agencies. :
It would seem .therefore, that DOL should continue to
epcourége the CETA prime to establish cooperative agree-

ments with the several local, state, and fede:al criminal

justice agencies in their jurisdictions. At the same time

information about the TJTC program should be sent to these )
public and private criminal justice agencies urging them
to seek out cooperative agreements with the CETA primes.
CETA primes should not, however, bar by default state-wide
correctional agencies signing agreements with the state ES

for them to act as issuers of eligibility vouchers.

correctional agencies that have only local or regicnal

1. These reasons lie with the inability of the state
ES agencies under the Wagner-Payser Act to perform services
which are not paid for under the federal appropriations for
the ES. Since the Revenue Act of 1978 did not provide for
funding for the ES to determine applicant eligibility, the
CETA-prine sponsors were a natural choice to make the
necessary checks, particularly as they have experiénce
with making income eligibility determinations.
-27 - " - f
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jurisdiction,.since that would infringe upon the primes’
local pe:ogatives and experience.

{c) .Therpotenfial proliferation of agencieé issuing
eligibility vouchers may create two problems. The éirst

is the need for training of these agencies' staff in the

application of the economically disadvantaged criteria.

. Correctional agency staff are not familiar with the use

of income tests for service eligibility and may even be
unsympathetic to it. Hence, the need for training.
A second, related problem is the need to ensure that the
income tests are being applied correctly. Random sampling
by a special review unit could accomplish this, as it does
for CETA :=ligibility.

(d) DOL integration of the TJTC program with other

efforts to aid target group employment is lacking. For

" éxample, information to employers about the ex-felon TJIC

could easily include references about these other programs,
especially the federal bonding program, which offers fidelity
bonding up to $10,000 for persons denied commercial bonding
because of their status, such as being ex-fclons (among
other types of status). Reference could also be made to

the screening that many émployment aésistance agencies do

for employers to ensure that their ex-felcn referree is
work~ready and has the requisite skills. Publicity materials
like this could best be prepared by the DOL for use by state
and local agencies. This suggests that the ex-felon TJTC

program should establish linkages with the several offices

- 28 -
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invthe Employment and Training Administration providing
fundlng or technical assistance to offender progxamb and
with the Woman's Bureau.

Two states, New Jersey and Maryland report they are
planﬁing to coordinate TJTC selling efforts with other
employment development efforts. Included among these
other efforts afe Veterans Administration OJT benefits
(which are paid to the veteran, not the employer).,

Basic¢ Educational Opportunities Grant (paid to the student)
and state economic development programs which include
t:aining subsidies (which assist the employer).

A final example of possible coordination is to have
staﬁe Emploxment Service staff taking job orders,ask if
the employer would accept a TJTC referral. If such a
practice were linked to a staff capable of answering
questions about the credit, would maximize publicity about
the credit. One state is considering this action.

(e} 1Integration ofAthe TJTC program with genéral
DOL programs serving the disadvantaged also seems deéirable,

yet presently lacking. For example, a substantial propor-

tion of disadvantaged ex-felons lack work skills or education.

Because of their perceptions of employer bias against crim-
inal record holders, they may not have sought help from
CETA or other programs for employment upg;ading. Secondiy,
the disproportionate number of minority group members

among ex-felons {(at least twice as many as 1n the general

population) suggests that the tax credit: wculd be relevarnt

- 29 -
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to companies' affirmative action programs. Hence the

‘.' ‘ : Office of Federal Contract Compliance Programs within

.
e e e

DOL and the Egual Ehployment Opportunity Commission may
have a petential role to play in publicizing the TJTC
for ex-felons.

The CEfA prime sponsors are undoubtedly serviné some
ex-felons in their regular programs. They may not realize

this, howeﬁer, since probably half of all eligibile ex-felons

are not under criminal justice custody and the CETA intake

often fails to gain offender status infcrmation unless the

offender is under supervision. Assistance should be

i; '/f provided to the CETA primes in developing methods for
.'/’;‘ integrating the TJIC tax credits with their other activities.
K Information about the TJTC should ke given to regular CETA
fi ) clients and PSE workers.
. _ (f) A concern that derives from the idea that TJTC ' :
/ ; should be linked with other existing -:mployment assistance
_Nj ! efforts is the need for DOL technology transfer efforts
‘ ; to maximize the use of the most successful of _such efforts.
; The need for this is great, since . many employment
assistance staff learn their "craft® only through trial
and error. Often the scope of their experience is limited
. _‘f ' : to particular segments of the labnr market, leaving large
gaps in knowledgé of employers with other types of jobs.
One specific suggestion is for training of employment
") ' | assistance staff for advoc_:acy-ac;tivities among employers.
- 30 -~
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(g) Publicity efforts about the TJTC program from
the Departhent qf Labor has been as noted above, relatively
unfocused and not widespread. Despite this, most employers
and emp‘oywent assmstanee agencies that were contacted ' ]
seem to be aware of the exlstence of the TJTC, although
they may be not fully knowing of how it works. This occurs
because several employer associations have publicized the
TJTC program and some state and local gencies wbrking with
ex-felons or the other target groups have been meeting with
employers to discuss it. These agencies, in turn, have been
made aware of the TJTC from their professional_associations'
newsletters (e.q., International Halfway House Association).

No efforts have.apparently been made by DOL to system-
atically utilize these alternative publicity channels.
During the process evaluation, it was suggested to the DOL .
staff handling TJTC publicity that they begin such an i
effort by contacting:

- National Criminal Justice Reference Service,

- National Institute of Corrections,

- Federal Probation {(published by U.S. Probaticn
Service), and |
- American Probation and Parole Association.
A second problem with the TITC publicity effort
involvee the separation of publicity from those responsible

for the program itself. Publicity to be most effective

Y. This is a minimel list ‘since there are ‘dozens of
newsletters directed at the relevant criminal justice
agencies helping ex-felons.
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- to provide TJTC details, such as paperwork reéuirements.

shoull be coordinated with program cperations, such as the

'state and local agency meetinygs with employers. There do

not. seem to be plans for any national coordination--or even
to merely encourage state or local-level efforts. One state
ES official said that he would like to see training made

available to teach staff how to "sell" the TJTC.

Employer Responses to TJTC

Information about employer respcnse to the TIJTC comes
from direct telephoné conversations with representatives
of eicht large employers-and indirect reports from twelve
employment assistance agencies helping ex-felons.

One of the large employers interviewed dismissed the
TJTC as being of little interest because of the "paperwork
involved." The employment assistance agencies also reported
a -ew such responses. It is possible that these employers
are confusing the TJTC with prior enployment tax credits,
which did have much more associated paperwork. It is more
likely that they recognized that TJTC is a different credit,
but assumed thét the paperwork reguirements of past employ-
ment tax credits (e.g., WIN, new jobs) have not changed.

In the absence of federal government infofmation, emplovers
learn about the TJTC from newspaper réports, from theix
professional associations' newsletters or from employment

assistance agencies' outreach staff--who may not be aware

of the employers' concern. ' None of these sou%ces are likely

1

1. See, e.g., American Bankers Association, Urban &
Community Economic Development (January 1979).
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In the main, however, the large employers were

interested in usirig the TJTC, but had not acted to develop

.// . plans to take advantage of it. 1In only one ins_tancg did 5
a company, a bank, say that it had decided that fhe TJTC 3
was of no interest, in this case, because of a combination

o - ! of low préfits and use of other tax credits diluting thel ,
possible be%éfit of the TJTC.1 The lack of large employer
action suggests that the complex way in which personnel
policies are made and implemented, as seen in other studies,2

., acts as an impediment to corporate use of the TJTC as an

,:&7*‘ : element of that policy. The extent to which this will

| : continue to be true is nct clear, given thé relatively
. ‘ short period cf time the credit has been available and the
lack of effort by LCOL or others to "sell” the_creéit.3

[ In contrast to the present lack of large employer use
.3  | of the tax credits, mediuwr and small empioyers seem much
-..I e' more receptive, according to employment assistance agencies.

E In the context. of these agencies acting as advocates for

S . ex~felon hiring, small businesses have tradlitionally Lkeen

t

o |

4 1. Subsequent conversations with Interral Revenue Service
' staff indicate for example, that banks take advantage of the
" investment tax credit to buy airplanes, which they then
lease to the airlines (who have already used up all their
eligible investment tax credits). Note, however, that-the
: investment tax credit does not reach the 90% liwit on tax
o K ) . liability as does the employment tax credit. It is not clear
what this might imply as to lack of publicity about these
differences or the relative value of the TJTC's econonic
1nducement beyond the :mvestrnc\')t tax credlt 1eve1.

"

2. See, Neal M111er, supra note 2, page 3.

) : which reviews the findings of those studles, Institute for
® 1 ~_ Manpower Analysis; Employment Tax Credit Utilization (1978)

' ; which reaches similar conclusions in the WIN and Welfare Tax
credits contex.

3. The writer has been informed that several com-
munity groups have begun campaigns in New orl"eans, Phila- -
® delphia, Pa. and other cities to convince major employevs

such as Sears Roebuck 3;0 use the TJTC.
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mosf re5ponsiveAto thése agencies' efforts.l Thus, it

is nbt surprisihg that agencies working with exffelons

report that_they expect the TITC to help them in finding

new jobs for ex;felons aﬁong small businesses with which

have not previously worked. It céuld well be, however,

that the real benefit of the TJTC lies in its acting as

a catalyst in getting together employers and emplcyment
assistance agencies. For, it is likeiy'that many of théée
employefs would have been willing to hire ex-felons,

even in the absence of the tax credit, had they_been asked.
The effort to sell the tax credit has brought together emrploy-
ment assistance groups not previously helping each other,

who jointly are able to effect many mcre employers than

they would separateiy.3 By providing a reason for this,
the‘TJTC may have begun to build new coalitions for improving
employment of ex-felons, and provided entree to employers

who are seeking informatiou about the tax credit.

1. Note, however, that because large businecses have
complex personnel systems, negotiations by an employment
assistance agency with them ebout ex-felon hiring is a long
process. As a result, most agencies feel that placing
ex-felons in srall businesses is quicker, even in the
aggregate, Also, small businesses are mcre in need in the.pre-
screening ° services of these agencies; hence,; these agencies
have a variety of reasons for expecting small businesses to

be more responsive than medium or large businesses to their
efforts.

PR

2. Neal Miller, supra note 2, page 3.

3. Compare the efforts of the National Alliance of
Business to assist local NAB metro centers to develop
employrent clearinghouses for ex~felons and other offenders.
Perhaps a dozen such clearinghouses exist.
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Those émployment assistance

.with me lium-sized employers also

to the TJTC. 2gain, the TSTC is

Overall, it is too early to

likely to respond to the TJTC.
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agencies ‘'working mainly
report great receptivity

tied in with the agencies’®

w'ability to screen ex-felons prior to job'referral.
‘'say how employers are

What signs there are, are

favorable--for those states showing imagiration and

s ¢

initiative in marketing the TJTC.
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Overall Impressions

The Targeted Jobs Tax Credit (TJIC) has been in effect
for only six menths, Efforts Ey the Department of Labor
beéan only a short while before its implementation. The
unit responsiple for implementation is relatively isolated
from intra~adency'suppo:t, lacking information for example,
aboﬁt DOL invglvement (if any) in earlier employment tax
credit'programs.1

It is not surprising, therefore, to find that program
planning has focused on the tax credit certification
institutions\and process to the exclusion of other needs,
such as staff training in verifying client eligibility, or
"selling" the tax credit to employers, or the coordination
of the tax credit with other employment and training |
assistance services., Nor does it seem likely that these
issues will soon be addressed, since it appears from the
telephone intervieﬁs that most states are still developing
agreements and sub-agreements for CETA primes and other
agencies making eligibility determinations. Thus, it is
premature to now make absolute statements eithér about the

manner in which the TJTC program is being implemented or

the likelihood of increased employment of ex-felons resulting

from the TJTC.

The general impression from the process evaluation,
given the limits of certainty above, is that some increased

employment is likely to occur, but that the present imple-

1. This description is based upon interviews with
Department of Labor staff in the Employment and Training

Administration.
- 36 ~
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mentation efforts'have not yet maximized the level of

" increased employment that .is potentially achievable. The

reasoning for this conclusio. is:

- the economic‘inducement to employers has differential

value to employefs, Jepending upon the profitahility
level, stéte tax laﬁs, existing employment biases,; com-
plexity of their personnel systems, and level of
perceived rick to the employer.

employer biases against hiring e:-felons which work
acainst TJTC effectiveness can be diminished by
educ;Eional programs direc*ed at ewployers.

the economic inducement of the TJTC can be increased :
in two ways: (a) by tying the TJTC to other induce-

mencs such as VA, CETA, economic development, or

0JT subsidies; and (b) reducing the emplcyers® risk

through tie-in with the federal bonding program oY

through screening of ex-felon job applicants by

employment assistance agencies (this also has a

direct economic vaiuve to the employer by reducing

his/her own screening costs).

large employers with complex personnel systems are

likely to incur costs in changing their sys.ems to

accommodate or even faver ex-felon hiring; these

costs can be reduced by their gaining technical

- assistance from DOL or the state E.S agencies to help

them develop new procedures and hiring standards.

.
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- employer risk can be further reduced by meeting the
ex-felon employee needs for support services while

on the job; this can be met by linking agencies now

providing these services together in a cooperative
effort.
i

In the absence of DOL efforts to stimulate the actions

above, the TJTC appears likely to cenerate some increased

employment of ex-feleons among sccondary labor market
employers and smaller primary labor market employers.

This increased employment will ke due to both employer
hiring in anticipation of tax credit use and to some employ-
ers being asked for the first time by employment assistance
agencies to hirevex—felons, without any anticipation of

tax credit use.

e
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IV. Guidelines for an Impact Evaluaticn
Plan

Impact evaluation of social programs differs from
proéess evaluation by focusing on the changes éaused by
the subject of the evaluation rather than on the program's
management quality. The ultimate concern is for effects, not
on how they are achieved. Cause and effect are not mutually
exclusive_concerns,‘however, so that an impact evaluation .
should also look at process variables to ensure that the
treatment did cause whatever changé'is seen. A two-leveled
impact evaluation seems most appropriate, when,‘as with the
T3TC, the program being evaluated is a new one, with a need for
administrative improvements. The approcach taken here is to
include evaluation measures designed to stimulate program
imprdvements as well as the basic study of program effect

or impact.

Evaluation Approach

a) Goals: The starting point for impact evaluation
is the formulation of measurable goals.1 The process evalua-
tion set several goals in its seeking to learn if TJTC
implementation procedures are conducive to attainment of

the described goals. These weres -

T. Compare, General Accounting O7fice, Assessing Social
Program Impact Evaluations: A Checklist Approach. Exposure
Draft (October 1978): "Impact evaluation is the process of
appraising the extent to which evaluations are (1) achieving
their stated objectives, (2) meeting the performance percep-
tions and expectations of decision makers,'individualg gnd-.~
groups affected by the program, and others with a legitimate

"interest in it, ard (3) producing other significant effects

of either a desirable or undesirable character.”

~
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. C . . ’ c s
H . (1) increased employment of eligible ex-felons,
@ . - . . coning from:

- more ex-felons with employment,

- longer periods of employment for employed,

=

® _ : . eligibie ex-f.elons‘ when employed, and
- shorter periods of unemployment while between
jobs.
(2) these changes in employment of ex-felons beinrg
céusally related to the TJTC, through:
~ employer easing of artificial barriers to theif
hiring of ex-felons.,

- employer adoption of measures for affirmative

recruitment of eligible ex~felons., and

- employer efforts to reduce ex-felon employee turnover.

In addition to these explicit goals for the TJTC,
the process evaluation also described (directly or implicitly)
e some 1ike1y-incidental results, which complement these goals.
\;_'% ) They are:
@ o , ) ' - increased employment of all persons with records of'
arrest or conviction (coming from employer easing of
artificial barriers to the employment of eligible

ex-~felons) ,

-~ decreased levels of underemployment among ex-felons
and other persons with criminal records.

¢ ) _ The process evaluation also described two possible

outcomes from the TJIJTC, which add to the likelihcod of TJTC

. - 40 -
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impact by being an eliement of the causal chain linking TJTC

availability to increased employment of ex-felons--even in

‘the absence of TJTC utilization. These are:

- increased advocacy activities Ly agencies promoting

ex-felon hiring aﬁdng private sector employers, and
increased utilization of other programs such as the

|
federal bonding of ex-felons unable to gain commarcial

|
fidelity bonds which are reguired to gain employment.

Possible negative, incidental effects of TJIJTC ex-felon

increases in employment include:

.increased concentration of ex-feloas in secondary labor

market jobs, both short and long-term.
displacementiof non-target group members from employ-
ment. |

displacement'of.other target group mernbex:s.1
long-term reinﬁorcement of emplover stereotypes of
offenders,'resulting from adverse experience with
TJTC certified ex-felons.

long-term reinforcement of ex-felon expectations of

" employment failure, resulting from unmet need for

b)

on-job support and job failure;

Determining evaluability: For a social program to

be evaluated it must actually be impleménted. The process

evaluation suggests that TJTC irplementation has not yet

tions,

occuvrred in all jurisdictions. Hcwever, in several jurisdic-

such as New Jersey and Maryland, implemeﬂtation'hés_

1. It is alsc possible that if the TJTC has a positive

effect
effect

upon ex-felon employment that there will be a secondary
to reduce the criminal behavior of the ex-felons.

- 41 -
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~follow shortly in the states where it has heen lagging, but

T Y v~ o ot AT

proceeded sufficiently to believe that it can be evaluated

in those states. TJTC implementation can be expeéted to

£ e s e

depending upon the evaluation schedule it may be preferable
to limit the evaluation scope to areas where implementation
has been more extensive.1

One external confound related to program evaluability

‘specific to efforts to raise employment levels, is the state

of the economy. If few jobs are being generated by the
economy, and it is in fact even losing jobs, the impact of
the TJITC program may be expected to be affected.

| c) Developing an evaluation approach: The premise of
eQaluation‘theory is that comparisons are needed to test

differences between what occurs when the TJTC is available

and when it is not avéilable. At the same *ime, social experi-
ments,such as the TJTC, that treat whole populations, because
of their breadth of sccpe do not easily permit direct compari-
sons., HNo valid comparison can be directly made of TJTC
eligible ex-felbns since any other population will have o ¢
different attributes; including differences in the criminal record
variable selected by Congress to merit special help. Even

if comparative techniques are available (through the use of

‘statistical ﬁethods to eliminate most selection bias error),

the identification above of goals and related cutcomes indicates

the necessity to supplement any statistical measures with

1. This conclusion assumes that the evaluation is a3
much concerned with the likely potential impact as with
actual impact. '

i
- 42 - |
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gualitative information about causal relationships. Both
considerations suggest a two-pronged evaluation strategy:

one looking at eligible ex-felon employment and one looking

‘at employers® practices.

A vériety of technigues can bé used to de&elop a base-
line for comparihg ex-felon employmert following TJTC
implementation. These include:

- self controls, using the prefTJTC experience of

these studied as the baseline, making:corrections
for e;pected gains in employﬁént”from time passage
alone. Validity problems with this approach include
the difficulty of making the ﬁéeaed corrections to
account for‘the age facteurs, maturity gains, the
effect of incarceration upon»employability, or the
differences in economic conditions between pré- and
post-TJTC implementation.

= Comparison group for the studied ex-—felon;,"'matching1
the ex-felons' major characteristics such as demo-
graphic factors, skill levels, ard work histories.
In order to fully compensate for the effects of ex-felon
status, several comparison groups'would be needed,

including those of economically disadvantaged ex—-felong

1. For an application of the use of multivarate analysis
for matching control groups on manpower evaluations, see, e.g..,
Kiefer, '"Federally Subsidized Occupational Training and the
Employment and Earnings of Male Trainees,” Journal of Econo-=

metrics, Vol. 8 (1978), pp. 111-125; Ashenfilter "Estimating

the Effects of Training Programs on Earnings,® Review of
Economics and Statistics, Vol. 60 (1978), pp. 47-57.

SRS RIS P 1. EX T Y
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not eligible for “JTC due to the date of their
conviction or release being more than five years ago,
ex-felons not economically disadvantaged, economically
disadvantaged misdemeanants or arrestees, or eccnomically
dicadvantaged non-criminal record holders.'l
- Usé modeling techniques to develop employment predic-
tign indexes, using the data gathered from analysis of
the employment histories of TJTC ex-felons and fhose
coﬁparison groups above. Already developed criminal
' recidivism indexes (i.e., base expectancy scores),
might be used as a Qaéis for developing naw emp}Qyment;‘
: probabilityAestima£iﬁgytechniques. Note, however, that
the existing criminal recidivism indexes do not usuzlly
take account of variations in economic-Conditions;
An alternative to evaluation based on comparison is the
causal chain model.; The causal chain model might best be
described as an effort to observe the actual workings of
thé experimental treatment upon the treatment population.
This approach assumes that treatment has a cause/effect

result through the actions of intervening variables.

This requires the isolaticn of each

I.” For all comparison groups . that might be chosen, the
problem of selection bias is ines:apable. While statistical
measures may help with some groups, for others where the
differences in selection relate to motivation, this will not
be the case. Examples of this might include comparisons bet- -
ween eligible ex-felons not applying for the T3TC and those
-applying, or between ex-felons gaining eligibility vouchers ) .
but not using them and those using them. The latter comparison - '~
also suffers from employer selection bias, since non-use of
the tax credit may result from both employer and ex-felon
decisions. : - - -

2, See, Edward Suchman; Evaluative Rescearch (1967),
pp. 169-177, for an early description of the causal model
approach. - a4 - - .
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"specific program component, the identification of the direct
results flowing from each component and the formﬁlation of
measurement criteria for each change. Environmental context
is also considered critical insofar as it haf impose pre-
conditions which must be met for the program treatmene to have
positive results. |
The causal model can be used in two ways: first, as a
complement to conventional comparative evaluation measures
(see below) or, secondly, as an independent method that‘ap—'

proaches this evaluation target as a self-ecnlesed system

wherein all the conditions needed for program impact can be

- defined and measured. A comprehensive process evaiuation is,

of course, necessary to ensure that all the variables affecting
the expected impact are identified; a preliminary causal model is
set forth in Chart 1, pages 46-47 for the purpose of illustra-
ting the complexity of the problem posed. .Since it is unclear
that sufflclent improvements in the model can be accompllshed

in the immediate future, po recommendatlon ‘can be made between
using the causal model evaluation appraoch and the comparative

evaluation described below.

Preliminary Test of Impact

-

Before proceedingfwith a'x"ll'impact evaluation it may be g

de51rab1e to undertake a prellmlna*y 1mpact evaluation to test

: whether more exten51ve efforts are warranted. The evaluatlon

technique most compatible with this limited evaluation goal is

- 45 -
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the time series méasure, comparing the employment of eligible
'ex-feléns after the TJTC imélementation to their employment
pfior to TJTC impiemenﬁation. While this approach will not
alloﬁ-ué to conciude that TJTC is responsible for any employ-
'ﬁent gains scen (rather than some other cause),1 it Qill show
whether any employment gains have occurred,; such that a more
rigorous evaluation can testvthe causal link. Even without
further experimentation, adjustments can be made to account
for some ppsSible other causal factors such as the state of
the eccnomy (see discussion below).

The major difficulty in time series‘énalysis is locating
a cohort for time series anaiyses, since obtaining accurate
employment data retrospectively is most difficult. Fortunately,
a cohort data base does exist in a research study noﬁ being
done by the U.S. Bureau of Prisons (BOP) on 1100 federal
parolees. These parolees were released from BOPAcustody in
the first six months of 1978. A one-year follow-up of their
employment and crime acticns is now being cbmpleted. This will
provide employment history information for the period just
prior to TJTC implementation and at its implementation.
However, because of the delay in TJTC nationally, a further
follbw-up secms needed for the period July-December 1979.
This can probably be done through the U.S. Probation Service
for a large part of the cohort, but not all since some of the
parolees will have been released from'pa:ole supervision.
Field interviews will therefore be needed for those no longer

. _ ' . . ) W

1. See Donald T. Campbell, "Reform As Experiments,in

‘Caro, ed., Readings In Evaluation Research (197:), pp. 233-261,
for a discussion of internal validity problems.
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under‘supervision. This éhould not be to§ difficult since

the U.S. Probation will have "last kno&hradresseé" for them.
Some limited process information may also be available

'fromrthe U.S. Probation Service as to the extent of employment

assistance provided the cohort ﬁembers and their gaining TJTC

vouchers, wWhere the Probation Service can provide information

" about who the employers are, the state Employment Service

agencies can'tell whether the employers have asked for TJTC

ceftificates when hiring these parolees. The Probation

Sefvice may also know whether the employers had a reputation

priof to TJTC of hiring ex-felons or whether the TJTC seemingly

had an effect of causing a personnel policy change in favor

of now hiring. Direct interviewing of the employers based

- upon the fact that they have hired parolees from the study

cohort may, howéver, be a violation of the federal Privacy Act.

since the employers may not know about:their hire's offender

.status and any interviewing might therefore have unfavorable

consequences to the parolees.

Full Impact Evaluation

Assuming the preliminary impact evaluation is sufficiently
positive in its findings, a more rigorous test of the TJTC
will be warranted. Such a test will proceed, as did the
preliminary evaluation, on th levels: employer changes and
ex~felon employment changes. This will be true'fegardless
of whéther one uses the causal model appraoch oéebomparative

techniques. As noted below, hoever, the causal model approach

calls for more extensive data collection regarding the oper-

SR - 49 -
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ations of intervening variables lmpacting upon the decisions
of both employers and ex-felons to participate or not in TJTC

and any other change in their behavior.

Evaluating Emplover Practices: chanass due to TJTC

An impact evaluation of the TJTC effect upon employer
practices can leook for changes among both (1} employers
utilizing tﬁe tax credit (defined as having sought an eli-
gibility cegtificate, regardless of ultimate use) and (2} among
all other employers.

The procedure £o check for changes in policies and
practices is to determiné the sampling»pniverse, draw a
sample and conduct interviews with the employers. The rumber
of interviews for each employer will vary according to the
complexity of each émployer's personnel system fof hiring and its
relationship to the officers responsible for fiscal matters.

- Determining the two employer universes: the TJITC
i employer universe may be determined throuch the

reccrds kept by the E3 of employers to whom eligi=

bility certificates have been kept. Defining the

TJTC employer universe in this way, rather than from

companies using the credit seems both desirable

{cince many factors can go into the non-use of an
| _available credit) and probably necessary, since tax

credits earned in 1979 will not be claimed in many

instances until the fourth guarter of 1980.

1. The reason for including non-TJTC utilizing employ-
ers is that the greater activity among employment assistance
agencies serving ex-felons generated by the TJTC may have
an effect separate from tax credit utilization in increasinag
ex-felon employment amonyg non-TJTC utilizers. See above
discussion.
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e _ ’ ' 'fhe univexée of non-TJTC employers may be gained
. through using the ulnemployment inshrancer(UI) lists
of eompanies paying FICA taxes. Other sources of
.employervlistings~may also be availakle at the state
level; these may be used to supplement the UI lisc
or even to locate firms for which erronenus addresses

v

. . appear on the UI list.

- Drawing the sample: the method of drawing a sample
eflemployers to interview is usually by uce of a
table of random numbers or other random selection

. . ' : procedu;e. The more difficult problems are:

i\' o ’ (1) ensuring representEtiveness of the sample where
| some employers refuse to cooperate O are ‘unable to
be fourd apd (2) accounting for differences among
employers who join the TJTC progran iate in implemen-
A tation from those participating'early. The late
- joiners may be thought to be more representative of
. _ other potential TJITC participants'who, for unknown
| reasons, have been unablz to decide €o participate,

but who may. Since large firms with complex personnel

policy mazking procedures are l1ikely to be among

potential, but not yet, participants in TJTC, this

PR S E

distinction may help in estimating likely future

1 | . . impact, rather than ioeking only at present impact.
i v _ - Conducting intexrviews: Two types of gencerns musc¢ b2 ex-
| amined in the interviews-with TJTC employer participant;.
The first concern is whether changas have occurfed

.-. v L , or not in ex-felon hiring policy. Changes are likely

i
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‘to occur from removing past bars to ex-felon hiring, to their

affirmatively seeking to hire eligible ex-felons in greater
numbers than before. Where this latter change occurs, other
policies leading to the displacement of non-felon workers

may result--«this displacement should be examined ﬁo see which
worker subéroups are affected, including holders of other
types of cfiminal'records, other TJTC grodp ﬁembers, the

. . ' . S g s as 1
handicapped and persons with other employment disabilities.

In either case, the process by which policy change was affected

should be docunented, including how it was initiated, by whom,

and the role plaved by different corporate oifices (e.g-.,
fiscal, personnel, community relations, etc.). Dccdmentation

is also needed for thevprevious personnel policy (if any}. Finally

1’the interviews should look at incremental shifts in policy- due

. té "tésting“ out of ex~felon employees by employers without

prior experience with them.

The second concern is for the extent to which personnel

" practices reflect the new policy, including determining whether

there is a change from paét practices (regardless of any policy
changes).

Interviews must therefore be held wiéﬁ'all major actors
in both policy formulation and employee hiring. Interviews

!
should also be conducted with the public and private agencies

1. This rconcern for ex-felon displacement of other workers
should be complemented by examination of any non-demand among
TJTC employers for the ex-felon target group versus other target
groups. Indeed, the TJTC evaluation should examine why employers
evidence or express a disinclination. to hire any of the six
target groups. Thic would help document the Congressional
assumption behind the TJTC that the target groups need demand- -
side help in finding employment. o
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filling job orders from the company to see, at a minimum,

if the job orderc reflect changes in policy or practices.

If the causal model evaluation approach is used, the

scopé of questions would be expanded tqvinclude ﬁhe agencies'
likely contributions to both employer changes in employment
policy and to ex-felon interest and use of the TJTC.

AThe scope of employer interviews should include both
hiring and post-hiring policy and practices, since the TJTC
goals/effects encompass non-hire concerns such asiunderemploy-
ment or reduction in emplcyes turnover (i.e., less firing or
better work conditons that lead to reduced quits). This infor-

mation shouid include job quality, wage levels, promotion

. potential, and the extent to which ex-felons are eligible to

apply for all jobs.
Interviews with TJTC non-participating employers should

focus on the reasons for non-participation, including, for

" example, the extent to which they are aware of the TJTC

credit, perceived knowledge of how it works, weight of the
economic induceﬁent, etc. Information should also be gathered
on the extent to which non-participation may turn into parti-
cipation and the maximum potential impact likely to result.
This should include data'on‘pxisting policies and'p;aétices,
including the employer's reputation among agencies providing

employment assistance tovoffenders.

-Other Causal Model Data Needs

The basis for using a ¢ :sal model is that it encompasses

..

all significant decision points that impact upon employers'

. e —
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" and ex-felons' employment decisions. This includes both for-
P

mal decision points as well as the intervening variahles

that mediate between these decisions, whether intended or

othe;ﬁise. Thus, che causal model approach would expand the
necessary'interviewing to include participants removed from
the employment decision under study, as well as expanding

the questions to Le asked of those directly involyed.' Chart 1
describes many of the additional data needs, even if only in

a preliminary fashion. The key to tl.e model involves (1) the
flow of information about the TJTC program to employers and
ex-felons and (2) the factors causing the decision, eithéfrto
4par£icipate or not in the tax credit. While all of this
information can be gained by interviews with employers, for
exémple, the validity of the answers must be checked by cross
reférence to the antecedent 1link in the causal chain. To
illustrate this: An employer may report ‘that no infcrmation
has been’receivea about the TJTC, yet other daté sources may
reveal that the newslefter of the employer's’trade association
reported this information and copies were sént to the emplover--
which should lead to a check of who reads the newsletter among
the company's employees, what respo:sibilitieé they might have

for personnel policies or fiscal matters of the company, etc.

~ Evaluating Ex-felon Employment Effects

o R g e Bt

a) Two approaches exist for studying statistical changes
in ex-felon employment. These are (1) to study .the employment

experiences of those ex-felons gaining TJTC certification, and
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felons eligible

(2) to study the employment level of all ex-
Because the process evaluation

for TJITC certification.

et

4]

1 See CETA, Section 301(b) (Z) as amended in 1978.
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between the ef

all eligible ex-

the files without the court's help.

CoEE

jstance and therefore can be studied for ¢istinguishing

fect of the two services, TIJTC and employment

help.

1f, however, the study seeks to include examination of
felons, the two problems of defining the

universe of eligible ex-felons and locating them will be guite

expensive to resolve. First, the determination of the ex-felen

universe will require information from the courts on convic-

information and from the probation and parole agencies as to

what jurisdictions the felons were released since many

parolees committed crimes in "foreign" jurisdictions, but

are released to their home communities under the Inter-State

Parolé Compact. Once this is done, the ex-felons will have

to be located, using correctional agency information on last
address, family location, etc. ‘Then, eligibility determin-
ations will have tobe madeT .

Overall, it is ¢ifficult to be optimistic about the

 feasibility of studying all eligible ex-felons rather than

those under . correctional supervision. For example, it is

likely that some <local courts will be hesitant about cooper-

ating with the evaluation; while convictions are a matter of

public record, it would beAquite expensive to go through

Moreover, the complete-

ness and accuracy of jocal court files may not be adegua‘’e.

Similarly, many ex-felons may not wish to be in£e£§iewed sO
ie

that eligibility determinations will not be able to be made.

I£ enough ex-felons were non-cooperative, a valid evaluation

might be impossible.
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it is recommended therefore that the impact evaluation
study the TJITC effect only upon economically disadvéntagea
ex-felons who are‘undér probation or parole supefvision.
Further, that the baseline for coméarison pe taken from
employment prediction indexes to be developed from existing
criminal recidivism prediction indexes. Alternatively: thesé
same modeling techniques can be used to adjust for known
differences between the study .group of disadvéntaged ex~-felons
and the comparison gfoup(s) described above. Both approaches '
are novel in the offender employment context and hence it is

not clear which of the two is more feasible.

b) The measurement of whether or not increased emplcyment
of economically disadvantaged, ex-felons will include:

For one point in time

- Proportion of ex~-felons employed, by skill level,vﬁagg,
level, and entry versus non—piomotion possible job
(or skill transferable, such as saleshan).

- Proportion of ex—-felons employed part-time or full-
time by the factors above.

- Estimated level of underemployment compared to skill
levels shown in employment history.

- Labor force participatior rate.

.- proportion of ex-felons partieipating.in education oY

training programs.
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- Por period of time (i.e., six-month period)

- Proportion of ex-felons employed measured as full-
time equivalenﬁs by those factors above. '
- Duration oflunemplbgment spells by type of job left
_or sought. '
- Duratién of @méloyment period among fuli-time employed
ex-feléns by type of job and other factors abrve.
- = Labor force participation rate {(weighted for period
and for participation at any time period).
- Estlmated ‘level of underemployment by length of

employment and unemployment periods for those ex-felons

showing any underemployment. )
c) Some of the data needs above can be met by use of

information kept in the Unemployment Insurance files. However,
much other data, such as labor force participation behavior

is obtainable only through interviews. This evaluation plan
assumes that such interviews will be a key data collection
element and that they can easily be done through liniting

ﬁhe study's subjects to those ex-felons under correctional
supervision.

One important consideration in interviews is to reassure
the ex-felon subjects of the non-thréatening nature of the
study. It is recommended that ex-offender groups, such as
the Fortune Society in New York City, be involved in the

planning of the interviews.
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V. A Final Word

' The anaiysis of the Targeted Jobs Tax Credit (TJTC)

- for disadvantagedlex-convicts and ex-felons implicitly

followed from this writer's earlier work on émployer4bérrieré
against persons with criminal records.1 It was found there
that such barriers arose from several stereotyped fears of
offenders émong employers. These include: fear of theft or
violence, and/or expectations of poor work habits (statis-
tical discrimination). Thus, employers see cffenders as
primarily either potentiél criminals--against the.employers,
or as poor workers. -

The paper also reported that different types of employers

holad different stereotypes of offenders, with employers having

~ jobs in the primary labor market being more concerned with

repeat crime, thle employers having jobs in the secondary
labor market being more concerned with work habits.' Small
employers were found to also be more concerned with recidivism
than with work habits of offenders, regardless of market
sector. Governmental regulation of business was also found
to be a serious impediment to private sector hiring of
offenders, notwithstanding governmental'equal employment laws
which forbid mech employer bias against offenders. |

"It is in this context that the TJTC initiative was
examined. What. is needed now is to make‘explicit the reasoning
behind the earlier comments and tc fill in those omiesions

flowing from the paper's structure.

1. Miller, supra note 2, page 3.

-'59 -

O SO USRS SNPOUPPIPE N -J <UL TR LAY BRPECTE SOt AR

A MR ASS T



(a) The TJTC attempts tc provide an economic inducement
to employers to hire ex-felons. It seems likely‘that this

inducement will be most effective with employers concerned

_about ex-felons' work habits, rather than with those concerned

about criminal acts against themselves. other employees of
clients of the fifm. Thus, it may be expected that much of -
the TJTC effect will be to encourage secondary labor market
employers to hire ex-felons in greater numbers thah they do
today. A second effect will be small businesses' increased
hiring of ex-felons. The magnitude of this effect will be

dependent upon the efforts of employment assistance agencies

, helping offenders (including probation and parole ageﬁcies)c

since the agencies' screening of ex-felons for emplcyers

will be a major additional seliing point for these employers.

The Department of Labor can help.these employment assistance
agencies, through providing training and publicity materials
for them to use that focus on the ex-felon population.

Authbrity'for such efforts exists in'Section 311 of CETA.

(k) Large employers will have difficulty in using the TJTC,

‘to the extent that their existing personnel policies or practices

restrict the hiring of ex-felons. The complex nature of
their personnel systems combined with the usual absence or a
management syﬁtém to initiate and implement personnel policy

changes creates a substantial inertia in changing the status

quo. This problem is not unknown to the DOL, having been seen,

-—

for example, in the HIRE program to gain jobs for vete.ans.
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But, as the report notes, employment assistance agencies do not

normally seek to gain jobs for their clients from large employers.

DOL must therefore find other avenues to achieve the desired

'cbanges if the TJTC is to realize its potential. One avenue

is through thé National Alliance of Business, although client

)
advocacy of this sort, which should include technical assistance

to employers,}has not been among NAB's past activities. An al-
ternative avenue would be for the DOL to establish a unit
within the Emplcyment Service or other branch of the Employment
Service or other branch of the Employment and Training Admin-
istration to work with efrployers encouraging and aiding
employer; to change personnel policies and practicgs,.

(c) This pefspéctive'suggests that the TJTC effort will
not reach its potential unless the DOL takes some positive
steps‘to act ﬁq assiét state and ;ocal agencies in working with
employers in TJTC implementation. Indeed, failure to act
to.ensure coordination with other assistance efforts may
even worsen the employﬁent opportunities of ex-felons among
employers, who are concerned with employece work habits rather
thanirepeat crime.  For, ex-felons who gain jobs because of the

TJTC may fail on th2 job for lack of other services to them

or to their employers. These employers, who are new to ex-felon

hiring are likely to have doubts about the ex-felons, which
may bocome a’self—fulfilling prophecy when iﬁ combines with

some ex-felons' own doubts and fears of the workplace.

—

Although such failure can be prevented by appropriate services,

indications at present are .that it is likely to occur in many
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instances where TJTC hirihg of ex-felons occur. And it may

be further expected that the employers experiencing such’

failure are likely to generalize from such experiences to
stereotype all offenders, regardless of differences in skill
levels, crime records or disadvantaged/non-disadvantaged
status. This generalizafion may also occur among employers
not involved in the TJTC program who know or hear ebout the

TJTC employers' negative experiences.

® * *

- In shmmary, one cannot be sanguine about the TJTC
experiment as it ié now being implemented. Much needs to
be done if TJTC is to reach its positive pctential'or even
to avoid negative conéequenqes. At the same time, what
information there is indicates that the TJTC can have a sub-
stantial effect if supportive actions are taken. This will
require DOL to develop information about employers' perscnunnl
policies and practices so that pplicy alternatives can be
formulated for effecting positive change to permit increased
hiring of ex-felons, other TJTC groups and others‘with related

employment disabilitiés not of their cwn making or job-relevant.

i
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