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Final Exam

Winter 2002







Due Weds. March 20 before Noon: 

At my office (221 Parrington), in my box in 208,

or via email (marieka@u.washington.edu)

Ground Rules:  

· PUT YOUR NAME ON A SEPARATE TITLE PAGE ONLY.   

[If you are worried that I will lose it, then use your student number on each page.]

· Clearly label each question and number your pages.

· You can use your notes or books, but you may not communicate with other people about this exam or the material covered by it. 

· Please show your work, otherwise you can't get credit for the steps you do correctly.  You are welcome to use excel or another program for your calculations, but I will not check spreadsheets to assess your work.

· More credit will be given for understanding the questions and setting up the solution correctly than for getting the right number.  

· Please be neat--you can't get credit if I can't read your answers.  

Good luck!

A recent project assessed the effects of a Canadian project designed to promote rapid re-employment for displaced
 unemployed workers.  The program offered an earnings supplement (subsidy) of up to 75% of earnings losses
 for workers who took a new lower-paying full-time job within six months of being unemployed.  This provided workers with an incentive to take jobs sooner or to change occupation despite pay lower than they had previously earned.  The subsidy payments could last as long as 2 years.  

Unemployed workers were randomly assigned to an experimental group in which workers were eligible for the subsidy or to a control group in which workers were not eligible (and were not told about) the subsidy.  
Researchers followed the control group (n=2952) and the experimental group (n=2960) over time to assess the effects of the program on job search behavior and employment outcomes.   They also surveyed a smaller sample of people in the experimental (subsidy) group (n= 269) to find out how well they understood the program and how they felt the subsidy affected them.  The table below shows the outcomes of these studies. 

A) How many displaced workers used the subsidy?  Provide a range estimate for the proportion of eligible workers who used the subsidy (use a 90% confidence level).  

B) How did the subsidy affect job search behavior?    Test the hypothesis that being eligible for the subsidy affected the chances that people would search only for full time employment (because part-time jobs were not eligible for the subsidy).  Use a 10% significance level. 

C) Test the hypothesis the being eligible for the subsidy affected the chances that people would consider a new occupation. Use a 10% significance level.  

D) Did the subsidy affect Employment outcomes?  Test the hypothesis that being eligible for the subsidy affected the chances of being employed within 6 months. [Use a 10% significance level.]
E) Test the hypothesis that earnings for workers eligible for the subsidy were different, on average, than earnings for those not eligible.  [Use a 10% significance level.]  Provide a p value.  
F) Write a short summary of your results for a committee charged with deciding whether all Canadian displaced workers should be eligible for the subsidy.   Be sure to describe the impressions of the quality of the research design, as well as the specific results you calculated above.  Use any information from the table that you feel is relevant.  
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Group

Control Group

Sample size

2960

2952

Percentage using Subsidy

20.5%

not eligible

Job Search Behavior

% who searched for full time 

work only

45.9%

47.7%

% who considered a new 

occupation

78.0%

75.9%

Employment Outcomes 

% employed within 6 months

42.3%

37.9%

% employed within 15 months

57.0%

56.1%

Average earnings for those 

finding jobs (for 15 months)

$14,209

$14,891

(S=$16,610)

 (S=$16,730)

Supplemental Survey of 

experimental group

sample size

269

%  familiar with provisions of 

policy

76.0%

% saying subsidy caused them 

to spend more time looking for 

a job

28.5%

% saying subsidy allowed them 

to look for a wider variety of 

jobs

44.3%

% saying subsidy allowed them 

to consider a lower paying job

64.6%


� Displaced workers are those who were laid off from stable jobs because of structural changes to an industry or policy changes (e.g., due to the North American Free Trade Agreement).


� The difference between pay on their old job and the pay on the new job.





