NOTE TO REVIEWERS
 

Analysis of Unemployment Insurance (UI) Data Validation (DV) Program’s Effectiveness

 

The approval for the UI DV program for the three years ending 12/31/04 contained the following Terms of Clearance:  “DOL will provide OMB, upon its submission of this package, a detailed analysis of the DV program’s effectiveness.  This analysis should include:  (1) a detailed discussion of how the DV program was implemented; (2) states comments and concerns; (3) the costs and benefits of the DV program; (4) a discussion of alternatives to the DV program; and (5) proposals for revisions, if necessary.”

 

1.      Detailed Discussion of How the DV Program was Implemented.  The DV program was implemented as follows.  

· The Employment and Training Administration (ETA) retained a contractor to design the data validation methodology. Contractor staff visited every state, conducted detailed discussions with UI program staff, reporting staff, and IT staff to explain the nature of benefits reporting and report validation.  In addition, they collected detailed information on key data--e.g., date fields, how interstate and intrastate claims were identified, how nonmonetary determinations were classified, etc.—that were pertinent to accurate UI reporting, and how and where this information was stored in the state’s automated data system. 

· The contractor developed data validation handbooks: 

· A state-specific benefits handbook (Module 3) for every state. Module 3 contains all the common key definitions and business rules needed to guide reporting with its application.  

· A generic handbook containing an explanation of the validation process in general.  All states use the common handbook. 

· After the benefits validation system and basic materials were developed, a second contractor was retained to assist in the development of the tax validation system.  Similar to the development of the benefits validation system, most states were visited and state-specific handbooks were developed for the tax validation system.   

· Starting in 2001, the contractor began developing standardized benefits and tax PC-based software that would perform all common validation functions (e.g., producing the counts of transactions that are compared with states’ reported counts; selecting samples of transactions to be reviewed and providing the worksheets that are used to verify the accuracy of sampled transactions.)  States began development of their own extracts of the transactions that the software would process.  Several versions of both the benefits and the tax software were produced and made available to states via the ETA Web site during 2002 and 2003. 

· The contractors provided state training throughout most of 2002 and much of 2003.  A few states requested, and received, retraining during 2004 because of staff turnover.  As of December 2004, all states but one had received training; that state’s staff were beginning to implement UI DV from the written materials. 

· DV became mandatory in 2001 (See UI Program Letter (UIPL)14-02) with a July 31, 2003, target for implementing the DV process and September 30, 2003, target for submitting the first DV results to the Department. 

· After states were trained, they began validations on a population-by-population basis.  This process involved (a) building the files that contained the extracts of transactions used to reconstruct reported counts; (b) loading the files into the software; (c) investigating the samples drawn by the software to ensure that the extract files were properly built so that the reconstructed counts could be considered reliable; and (d) entering reported counts and sample results into the software; and (e) transmitting the results to the National Office by e-mail.  

· During FY 2003 the Department emphasized implementing UI DV.  States that had not implemented UI DV, or had not implemented it completely, by September 30, 2003 were required to include in their FY 2004 State Quality Service Plans (SQSP) a corrective action plan indicating how they intended to implement UI DV during the upcoming year.  During FY 2004, the emphasis shifted to giving evidence of accurate reporting, i.e., to passing UI DV.  During FY 2005, states that did not pass all the populations of UI DV during FY 2004 are required to repeat or revalidate failing populations. “Populations,” are the groups of transaction types that form the basis for validating all report cells in which those types of transactions are counted. 

· As of February 11, 2005, the Department received DV reports from 42 states.  The following table summarizes the status and results: 

	
	All
	Benefits
	Tax

	Reports Due
	2,161
	1,631
	530

	Submitted (% of Due)
	45.1%
	46.0%
	42.2%

	Passed (% of Due)
	27.4%
	28.0%
	25.5%

	Passed (% of Submitted)
	60.8%
	60.1%
	60.3%


· In March or April 2005 the Department will issue an advisory—an Unemployment Insurance Program Letter or UIPL—that details the policy framework for the administration of the data validation process: 

· General Validation Schedule: 

· Annual validation of data used in GPRA performance indicators; 

· 3-year cycle for all other results passing validation 

· Validation failures must be revalidated by the end of the next “validation year” (defined as the period April 1 through March 31.) 

· Corrective action plans will be required for incomplete or failed validations. 

· In late 2002, another contractor was retained to rewrite the PC-based software to run on the current Web-based reporting system. This effort is currently underway. 

 

 

 

2.      States’ Comments and Concerns.  The responses to the pre-clearance notice included with Part A of the justification give a good summary of states’ reactions to the UI DV program.  Basically, they agree that validation has been very helpful in helping them produce accurate reports.  It has provided a rigorous and standardized framework for understanding, interpreting and implementing reporting instructions and for helping states carry them out.  Validation has helped states identify many areas of reporting where they had systematically misinterpreted UI reporting instructions, and showed them how the mistakes should be corrected.  For many states, however, this has been an arduous and time-consuming process; building the extract files of transactions to import into the standardized software can require several iterations and considerable consultation with the technical contractor on technical issues and occasionally with the Department as well on definitional issues.  It has been very difficult to separate the effort and the costs of validation—the process of assessing report accuracy—from the costs and effort of correcting reporting systems (which we refer to as corrective action.)  To some states, the two phases are indistinguishable and they have deferred submitting validation findings until they have fixed reporting systems and can demonstrate that the reports pass validation.

 

3.       The Costs and Benefits of the DV program.  UI reports are a primary vehicle through the Department exercises its oversight responsibilities for the program, which includes allocating administrative resources.  UI reports are also an important vehicle by which the states manage these operations and assess performance.  Inaccurate reporting can lead to imprecise management:  resources are not properly allocated; weak performance is not addressed through corrective actions; or corrective actions are taken when performance is actually satisfactory. Moreover, UI data are critical to monitoring and analyzing the economy and developing national economic policy.

The efficiency of DV can be assessed roughly by comparing it with its predecessor, Workload Validation (WV).   WV validated 29 report elements on four reports.  The burden estimate for WV (OMB 1205-0055) was 6,996 hours per year.  DV validates 1,275 report elements on 13 reports.  If the WV methodology were extended to the scope of DV, the annual burden would be approximately 308,000 hours; DV’s burden is one tenth of that:  29,150 hours. Clearly, advances in automation have allowed much more report elements to be validated at low cost.  We also expect that once DV is fully implemented, and states’ report-generating software is refined to produce accurate counts, reporting will continue to be accurate and validation can be much quicker and easier, with few fixes needed.  DV also validates more thoroughly and systematically than WV, in part because of its more rigorous methodology and the explicit application of that methodology to every state through the state-specific Module 3 component of the Benefits and Tax Handbooks. DV has discovered, and led to the correction of, many reporting errors that persisted despite years of validation through WV.  
 

4.         Alternatives to the DV program.    

 

The main alternative to DV discussed to date has actually involved a change in the mode of constructing UI reporting, which in turn has implications for DV.  At present, states prepare their own reporting software and conduct reporting operations entirely in the environment of their own databases and management information systems.  The alternative that has been discussed is for states to prepare extract files of all transactions and statuses from which report counts can be prepared, not merely those now validated.  These extract files would be transmitted to the Department-provided computer currently resident in the states, where standard software—also an extension of the software used for validation—would compile the counts needed for UI required reports.  The Department would obtain these report counts by uploading them from the state computers to the Department’s computers.  
 

Because there would only be one report produced from an extract file by Department-supplied reporting software, validation would become a process of conducting various file integrity tests to ensure that extract files are built properly.  Such tests would include drawing and evaluating various samples to ensure that the correct data are being picked up from the database, or using file integrity tests such as range tests (i.e., sorts of certain fields). The concept has potential because of its capability to produce highly standardized report results for all states while reducing state reporting burden.
 The Department will evaluate the plausibility for migrating to this reporting methodology after the current DV system has been fully implemented. 

 

5.  Proposals for Revisions.  At this time, the Department is not proposing revisions to the DV system.  

