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Preface

This monograph synthesizes the results from rigorous evaudions of 29 welfare
reform initigtives. Although these initistives were implemented before passsge of the
landmark federal wefare reform law of 1996, al of them used a least one of three
drategies that form the core of most dates current wefare programs. requiring single
parents to participate in work activities, providing financid supports to working families,
and limiting the length of time that families can receive welfare.

The monograph was produced as pat of the Next Generation project, a
collaboration anong MDRC, severd other leading research indtitutions, and the project's
foundation funding patnes — the David and Lucile Packard Foundation, William T.
Grant Foundation, and the John D. and Catherine T. MacArthur Foundation. The project
is amed a understanding the effects of welfare and employment policies on low-income
children and families.

Because most welfare reforms are targeted at adults rather than children, this
ressarch synthesis lays the groundwork for the Next Generation project by summarizing
how various program drategies affect parents employment, welfare receipt, and income.
Effects on children — summarized briefly here and discussed in detall in a companion
monograph — result from a“ chain reaction” that begins with effects on parents.

Two key findings emerge from this synthess. The firg concens the type of
employment services that are used in programs designed to get welfare recipients into
employmert. Over the years, the conventiond wisdom has swung between an emphasis
on rapid job placement and an emphass on building skills through education and
traning. The monograph suggests that the best agpproach may lie somewhere in the
middle The two mogt effective programs that were studied used a mix of job search
activities and short-term education and traning while maintaning a srong focus on the
god of employment. Although this approach was not successful in dl the programs in
which it was used, it appears to hold the most promise.

Second, the present andysis reveds that, dthough the large mgority of programs
examined in this document led to increases in employment and reductions in wefare
recept, the only programs that substantially increased income were those that provided
financiad supports to people who obtained jobs. Such programs cost more to operate but
had arange of pogtive effects on children and families.

Many states now provide financia supports to working families in the form of “earnings
disregards,” rules that allow welfare recipients to keep al or part of their welfare grants when
they go to work. However, most states have aso established time limits on welfare receipt, which
means that the disregards can raise income only for a limited period. It is unclear how a
temporary income boost would affect children and families.

By shedding light on the trade-offs between competing gods — such as
increesng employment, decreesng wefare recept, controlling government cods, and
improving the wdl-being of families and children — this cross-cutting research synthess
is intended to inform policymakers as they attempt to desgn and improve policies for
low-income families

Judith M. Gueron
President
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Executive Summary

During the past two decades — particularly since the mid 1990s — Congress and
the dates have dramatically reshaped the nation’'s system of cash wdfare assstance for
low-income families Many dudies and journdidic accounts have examined these
changes, but only a handful have been expressy desgned to assess what difference the
new policies make.

This monogrgph addresses this criticd question by syntheszing the results from
dudies of 29 wdfae reform initistives conducted by the Manpower Demondration
Research Corporation (MDRC). Each study focused on one or more of three key program
festures mandatory employment sarvices, earnings supplements, and time limits on
welfare receipt. Although the programs under study were launched prior to passage of the
landmark federd welfare reform law of 1996, these three features are centra to most
dates current welfare reform programs. This document focuses on the effects of these
features on adults employment and income, a companion document examines ther
effects on children’ swell-being.

All the dudies used a rigorous random assgnment research design in which
people (most of them single mothers recelving welfare) were assgned a random to a
program goup, which was subject to the welfare reforms, or to a control group, which
was not. The groups were tracked over severd years and compared with respect to a
number of outcomes, including employment, welfare receipt, and income. Because
people were assigned to the groups a random, it can be assumed that, within each study,
the groups did not differ sysematicdly at the outset and went on to experience the same
generd economic and socid conditions. Thus, any differences that emerged between the
groups during the studies can be attributed to the programs being tested (the “increases’
and “decreases’ reported here refer to these differences).

Together these studies provide a wedth of information on the effects of different
welfare reform drategies and a strong foundation for future programmatic decisons and
legidative ddiberations. This synthess is particulaly timey because Congress will soon
begin to debate reauthorization of the Temporary Assstance for Needy Families (TANF)
block grant, the federd welfare program created in the landmark federd wefare law of
1996.

Key L essons

A number of programs that provided only mandatory employment
services wer e effective, but the most successful of these programs
used a mix of services — including some education and training —
and strongly emphasized the need to find work.

Almog al states now require adult welfare recipients to work or prepare for work,
but there is much debate about the best way to do this. Over the past two decades, the

"How Welfare and Work Policies Affect Children: A Synthesis of Research (MDRC). 2001. Pamela
Morris, Aletha Huston, Greg Duncan, Danielle Crosby, Johannes Bos.
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pendulum has swung between an emphasis on rgpid job placement and a focus on
education or training.

Side-by-sde tests of programs at opposite ends of the spectrum — those requiring
most recipients to look for work (“job search first”) and those requiring most to enter
education or traning (“education fird”) — in three counties reveded that they ultimatey
produced smilar overdl gans in employment and earnings. However, the job-search-first
programs produced larger immediate gains and, in the medium term, led to larger gains
for more disadvantaged groups, such as people without a high school credentid. The job-
search-first programs were also less expensive to operate.

The most effective programs fdl in the middle of the spectrum. In these
programs, some recipients started by looking for work, while others garted with
education or training. This finding suggests that a more individuaized gpproach may be
most promising, but — given that not dl the programs that used the mixed gpproach were
highly succesful — the types of services provided and the basis on which people are
assigned to services appear to be dso criticdl.

Although programs across the spectrum increased employment for a variety of
groups, most people who went to work obtained low-wage or part-time jobs, some |eft
welfare without finding work; and most of the programs had rules that reduced peopl€'s
welfare benefits by a dollar for each dollar they earned. As a result, programs that
incduded only mandatory employment sarvices usudly left families no better off
financidly than they would have been without the programs even after accounting for
the federa Eaned Income Credit (EIC, the federal tax credit that supplements the
eanings of lowincome families). There is ds0 little evidence that the progams
benefited or harmed children.

The only programs that both increased work and made families financidly better
off were those that provided earnings supplements to low-wage workers.

In contrast to the programs that used only mandatory employment services, two
programs that supplemented the earnings of working recipients boosted both employment
and income reaive to control group levels. One of these programs adlowed welfare
recipients who went to work to keep more of their benefits than under the old wdfare
sysem (an gpproach now used in many dates), while the other supplemented earnings
outsde the welfare sysem. Both approaches cost more than traditional wefare, but they
aso produced a range of pogtive effects for children — for example, higher levels of
school achievement.

Relatively little is known about the effects of welfare time limits,
but the available data suggest that time limits need not cause
widespread hardship, at least not in the short term.

Two of the programs under study provided earnings supplements by dlowing
working recipients to kegp more of ther benefits but dso imposed time limits on wdfare
recapt. Although these programs initiadly increased employment and income, the income
gans dissppeared after families began to reech the time limit. In fact, the programs
reduced income for a smdl group of families, dthough the only such program whose



evauation has been completed did not gppear to increase materid hardship. However,
there are not yet enough data to warrant firm conclusons about the effects of time limits.
Moreover, how families fare may depend on how time limits are implemented (for
example, whether and under what conditions exemptions or extensions are granted).

These results suggest that policymakers face a critical choice. Recdl that the
programs that provided only mandatory employment services incressed work and
reduced wdfare use but usudly did not lead to notable improvements in families
economic circumgtances or make children better off than they would have been without
the programs — even dfter accounting for the EIC. Achieving these gods may require
further supplementation of families eanings Mogt daes dready do this by dlowing
working recipients to keep part of their benefits, but the income-enhancing effects of such
policies are undermined by wefare time limits. Federa and date policymakers who am
to improve outcomes for families and children may need to devdop new ways of
providing ongoing financia support to low-wage workers — an approach that may raise
costs — while continuing to test draegies for rasng wages through education and
traning.



Chapter 1

I ntroduction

During the past two decades — particularly since the mid 1990s — Congress and the states
have dramaticaly reshgped the nation’s system of cash welfare assistance for poor, mostly single- parent
families. Many studies and journdigtic accounts have examined how these far-reaching changes have
played out for families, their communities, and the agencies and organizations that administer programs
for low-income people. These sources have provided a wedth of useful and important descriptive data,
but only a handful of studies have been designed to assess systematicaly the impact of specific wdfare
reform policies, that is, to ask what difference these policies make.

This monograph directly addresses this question by describing and synthesizing the results of
evauations of 29 welfare reform initiatives, most of them conducted over the past 10 years by the Marn+
power Demongtration Research Corporation (MDRC), a nonprofit, nonpartisan research organi zation.
All the studies used random assgnment, a research method that alows the effects of a program to be
disentangled from the effects of other factors (such as the economy). Because the studies were con
ducted by MDRC, the authors were able to conduct additiona analyses to aign the results across the
sudies, thereby facilitating the cross-program comparisons drawn in this document.

Together, these studies provide a wedth of information about the effects of specific welfare re-
form policies and an unusudly strong foundation for future programmatic decisons and legidative delib-
erations. This information is particularly timely because Congress will soon begin to debate reauthoriza-
tion of the Temporary Assistance for Needy Families (TANF) block grant, the welfare program created
in the landmark federd welfare law of 1996.

The Roots and Goals of Welfare Reform

The roots of the welfare reforms of the 1990s stretch back at least three decades. Origindly de-
sgned in the 1930s as a smdl program to help needy widows stay home to care for their children, Aid
to Families with Dependent Children (AFDC) had by the late 1960s grown into a much larger program
serving mostly divorced, separated, or never-married mothers and ther children, many of them mem-
bers of racid and ethnic minorities The changes in the size and demographics of the AFDC caseload,
coupled with Society’s changing views about labor force participation by mothers, made the program
increasingly unpopular in the eyes of the generd public. In 1967, Congress required parents receiving
AFDC who had no preschool-aged children to register for work activities.

Mogt states moved dowly in reforming their AFDC programs because of fiscal congtraints and
concerns about the ramifications for children’s well-baing.? AFDC adminigtration varied greatly from

!At least some of the authors of the Social Security Act of 1935 believed that AFDC (then called ADC, or Aid to
Dependent Children) would not need to be a permanent program on the assumption that its target population would
be covered by Social Security once that program wasin full operation.

’In addition, after rising sharply in the 1960s and early 1970s the national AFDC caseload remained relatively
constant — at 3.5 million to 4 million families— from the mid 1970s through the late 1980s, which may have reduced
the pressure for reform.



date to state, but most states did not begin enforcing work-related requirements until the 1980s, and
even then the requirements typicaly gpplied to ardatively smdl proportion of welfare recipients.

The Family Support Act of 1988 (FSA) sought to accelerate these efforts by providing addi-
tiond federd funding to states for employment-related services such as job search assistance, education,
and training under the Job Opportunities and Basic Skills Training (JOBS) program and, in a departure
from earlier policy, requiring states to ensure that a specified percentage of AFDC parents — induding
mothers of preschool-aged children — participated in such services. In addition to encouraging welfare
recipients to prepare for or find jobs, FSA sought to facilitate Sngle parents trangtion off welfare by
requiring states to provide one year of child care benefits and Medicaid coverage to many recipients
who left welfare for work and to strengthen their systems for establishing and enforcing child support
orders.

Between 1989 — when FSA’s provisons began to take effect — and 1994, the national
AFDC casdoad increased by more than one-third, to more than 5 million families. In the tight budgetary
environment that resulted, many states did not have the resources to enforce work-related requirements
for AFDC parents aggressively. Wdfare reform again moved into the nationd spotlight, particularly dur-
ing the 1992 presidential campaign, when candidate Bill Clinton promised to “end welfare as we know
it.”

The most recent wave of welfare reforms originated at the state level. Between 1993 and 1996,
the federd government granted waivers of federal AFDC rules to more than 40 sates, alowing them to
inditute a variety of far-reaching changes. Many states imposed tougher work requirements on a larger
proportion of adult recipients (including mothers with very young children), increased the pendties for
not complying with these mandates, and for the firg time set time limits on the receipt of cash wefare
benefits. In 1996, the federd Persona Responshbility and Work Opportunity Reconciliation Act
(PRWORA) formally abolished AFDC, ended needy families lega entitlement to cash welfare asss-
tance, and created the TANF block grant (a funding stream that gives states broad flexibility to design
programs for needy families). Congress also barred states from using federa TANF funds to assst most
families for more than 60 cumulative months and required states to ensure that a larger fraction of wel-
fare recipients were working or looking for work than was previoudy required. The law aso included,
for thefirgt time, an explicit focus on promoting marriage and discouraging out- of-wedlock childbearing.

These renewed efforts to push welfare recipients into the labor market occurred in the context
of broad economic changes that sharply reduced the availability of well-paying jobs for workers without
a college education. In light of these trends and the persstently high rates of poverty among children, a
et of policies designed to increase the economic rewards of low-wage work were implemented in par-
dld with the wdfare reforms of the 1990s. Many states expanded or extended their earned income
disregards, rules that dlow welfare recipients to keep some of their benefitsif they work (see Chapter
3). At the federd leve, the Earned Income Credit (EIC) — arefundable tax credit for low-wage work-
ers (worth as much as $3,816 in 1999 to a family with two or more children) — was dramaticdly ex-
panded. In addition, the federa government adopted new measures to strengthen the child support en
forcement system and increased funding for subsidized child care and hedth coverage for children with
working parents. According to one study, policy changesin federa entitlement programs such as Medi-



caid and the EIC led to a $46 billion increase in annud federa spending on low-income families who
were not receiving cash assistance (most of them working) between 1984 and 1999.3

From 1994 to mid 2000 — aperiod of sustained economic growth and low unemployment ne-
tionally — the number of families receiving cash wefare assistance nationwide declined by an astonish-
ing 56 percent, from somewhat more than 5 million families to fewer than 2.5 million families. The extent
to which the decline is attributable to welfare reform policies as gpposed to the strong economy, the
expanded EIC, or other factors has been the subject of much debate.

Because they were triggered by public dissatisfaction with AFDC, amogt dl the welfare reforms
implemented in the past three decades have shared a common god: to reduce families' reliance on wel-
fare bendfits, primarily by helping and requiring parents to work. However, these reform efforts have
faced the same tensions between gods that have long shaped palicies for the poor — improving fam-
lies materid conditions without discouraging them from working, enforcing work-related requirements
for parents without harming their children, and minimizing costs when it is often chegper to give low-
skilled parents small cash grants than to help them prepare for steady employment.

Over this period, most states have increasingly focused on the goa of reducing welfare receipt,
but there is fill congderable variation from state to state in gpproaches to welfare reform. Some states
reforms are explicitly designed to improve families financia and materid conditions, while in other Sates
the reforms focus more on reducing welfare use per se. Proponents of the latter gpproach argue that
reducing welfare use will ultimetely improve the lives of poor families by reducing out- of-wedlock child-
bearing, providing children with adult role modds who work, and dleviating a range of socid problems
that they see as being linked to welfare use. Similarly, whereas some states focus on reducing govern-
ment spending in the short term, others are willing to spend more, a least initidly, to achieve favorable
outcomes for children and families.

The Programs and Studies Covered in This M onogr aph

This monograph examines the effects of the following three key program features, which have
formed the core of most states' welfare reformsin the 1980s and 1990s (particularly snce PRWORA's

passage in 1996):

Mandatory employment services. Virtudly al sates require adults who receive
cash welfare assistance’ to work or to engage in employment-related activities such
as job search assstance classes and education and training programs. Recipients
who fail to meet these requirements can receive sanctions, that is, can have their
welfare benefits reduced or canceled. Both the services themselves and the man+
dates to participate in them are designed to move more welfare recipientsinto jobs.

Congressional Budget Office, 1998. This study examined only mandatory spending (for instance, on Medicaid
and the EIC) and attempted to isolate the effects of federal policy changes from increases in spending due to infla-
tion, population growth, unemployment, and other factors.

“In this monograph, cash welfare assistance always refers to AFDC or TANF, which in turn are often referred to
simply aswelfare.



Earnings supplements. Most states have taken steps to make low-wage work
more financidly atractive to welfare recipients. A common tool for achieving this
god — known as an “enhanced” earned income disregard — is to alow working
recipients to supplement their earnings by keeping more of their cash welfare bene-
fits than they could have under AFDC rules. This approach is designed both to en+
courage more welfare recipients to go to work and to improve the economic cir-
cumstances of low-income working families

Time limits. Since 1994, more than 40 states have established limits (ranging from
21 months to 60 nonths) on the length of time families can receive cash welfare
benefits. The 1996 federd welfare reform law set a 60-month time limit on federaly
funded assistance for mogt families. These time limits are designed to greetly reduce
long-term welfare receipt and to force recipients to find other means of financia

support.

In order to assess the effects of these program features, the monograph synthesizes the results
from rigorous evauations of 29 recent welfare reform initiatives in 11 gtates and two Caredian prov-
inces. Appendix A ligts key reports from the evauations on which this document draws, detailed de-
scriptions of the 29 programs and a full presentation of their impacts can be found in the reports. Brief
descriptions of dl the programs are provided in Appendix B.

Each of the three program features examined in this document was studied in severd different
evauations, affording more confidence that the overal conclusions can be generdized to different envi-
ronments (that is, to different populations, different labor markets, and so on). The monograph is in-
tended to ditill cross-cutting lessons and policy implications from the studies rather than to provide a
comprehensve review of their findings.

Table 1.1 shows that most (20 out of 29) of the programs included only mandatory employment ser-
vices. The studies of these programs began in the 1980s and early 1990s, before time limits and earn-
ings supplements emerged as key dements of date wefare reforms. Neverthdess, ther findings are
highly rdevant today because they provide detailed data about the effects and operating costs of differ-
ent employment Strategies, which can help inform policymakers as they decide how to Structure their
dates wefare-to-work programs. Because these 20 programs ncluded mandates without earnings
supplements and time limits (see the large check marks in the Mandatory Employment Services column
in Table 1.1), they provide the most direct evidence of the effects of such services.



How Welfare and Work Palicies Affect Employment and Income
Table1.1

Program Features Discussed in This Monograph, by Study

Number of Mandatory Evidence on
programs employment Earnings child
Project or Study studied® services supplements Timelimits impacts?
GAIN (Cdlifornia) 6’ v
NEWWS (Multistate) 11° v Yes
SWIM (San Diego) 1 v
Jobs-First GAIN (Los Angeles) 1 v Yes
Project Independence (Florida) 1 v
MFIP (Minnesota) 2 v v Yes
FTP (Florida) 1 v v 4 Yes
Jobs First (Connecticut) 1 v v v Yes®
WRP (Vermont) 2 v v v
SSP (Canada) 2 v Yes
New Hope (Milwaukee) 1 v Yes

NOTES: A large check mark (\/ ) indicates that the study provides direct evidence on the impact of the approach. A
small check mark (v) indicates that the study provides only indirect evidence on the impact of the approach.

4 ndicates the number of separate programs studied, not the number of sitesin the study.

®GAIN programs were studied in Alameda, Butte, Los Angeles, Riverside, San Diego, and Tulare counties.
Because in Californiawelfareis administered by counties, each county ran a different version of the program.

“The NEWWS Evaluation sitesincluded Atlanta, GA (where two programs were studied); Columbus, OH
(two programs); Detroit, M1; Grand Rapids, M1 (two programs); Oklahoma City, OK; Portland, OR; and Riverside, CA
(two programs).

“In Canada, Minnesota, and Vermont, two different programs were tested side by side.

°Results will become available in 2001.



Mogt of the other nine programs were initiated by states in the 1990s under federd waivers of
AFDC rules. Although al these programs offered earnings supplements, the only direct tests of the ef-
fects of supplements come from the few studies in which a program with a supplement was compared
with a program that was identica except that it lacked a supplement (see the large check marks in the
Earnings Supplements column in Table 1.1).

Leadt is known about the effects of time limits. Three of the programs imposed some form of
time limit on welfare receipt but aso included many other components, and with one exception the stud-
ieswere not designed to isolate the effects of time limits®

Finally, some of the studies provide evidence about how the reforms affected welfare recipients
children. This is a critical issue because, as dready discussed, work-related requirements have been
expanded to apply to a growing number of single mothers with preschool-aged children, a devel opment
that has given rise to concern about how these children will fare when their mothers go to work. The
results for children are summarized here only briefly but are discussed in grester detail in a companion
monograph.®

Analysis | ssues

In each of the evauations discussed in the monograph, people — the large mgority of them
welfare recipients — were assigned through a lottery-like process to a program group, which was
subject to the welfare reforms, or to a control group, which was not.” The groups were then tracked,
usualy over severa years, and compared with one another with respect to key outcomes such as em-
ployment, welfare receipt, and income. The “increases’ and “decreases’ in these outcomes reported in
this document aways refer to differences between the program and control groups.

Random assgnment ensured that, within each study, people in the program and control groups
were comparable at the outset and experienced the same general economic and socia conditions during
the study period. Thus, the differences that emerged over time between the groups — which are cdled
impacts (or effects) — can be attributed to the programs rather than to other factors.

Although random assignment is generaly considered to be the most reliable way to measure the
impact of apolicy or program, it has limitations. For example, a random assgnment sudy may underes-
timate the impact of a reform that generates effects by changing community-wide views about welfare
because it is impossible to insulate the control group from such dhanges. In other words, if a program
influences both the program and control groups, comparing the groups will not provide an accurate es-
timate of the program’s effects.

°One study, the Vermont Welfare Restructuring Project (WRP) Evaluation, was designed to estimate the effects
of atimelimit. But Vermont’s time limit triggered a requirement to work (or, if the recipient could not find work, a sub-
sidized job) rather than termination of a family’s welfare grant, the latter being what is generally considered to be a
welfaretime limit.

®*Morriset al., 2001.

For the sake of brevity, program group members are sometimes referred to in this document as participants, al-
though in fact some of them did not participate in program activities.



This monograph draws inferences about the relative effects of different gpproaches primaily by
comparing the results of programs that were implemented in different places. Thisis a useful approach,
but it is imperfect because factors other than the program modd might account for differences between
the programs effects. Fortunately, a few of the sudies examined here were designed with the explicit
god of comparing the impacts of dternative wefare reform approaches. For example, in three sites, two
programs that used only mandatory employment services — one focused on quick job placement and
the other focused on education or training before job search — operated side by side, and people were
randomly assigned to one program or the other.

Findly, the studies were not designed to examine the full range of policies considered by many
to be critical to welfare reform. For example, the studies shed little or no light on the dfects of “family
cgps’ (which typicaly leave afamily’ s wdfare grant unchanged when the parent has additiond children),
parentd responsibility mandates (such as equirements that parents ensure that their children attend
school regularly), or “diverson” programs (efforts to reduce the number of families who go on wefare).
Smilarly, only one of the programs (Connecticut Jobs First) enforced participation mandates by impos-
ing “full-family” sanctions — that is, by diminating the family’s entire welfare grant (as opposed to dimi-
nating only the adult share of the grant).® More broadly, the studies provide only limited evidence about
the influence of policy changes that do not directly involve cash wefare but may be criticd to the im-
pacts of welfare reform — for example, changes involving the EIC, the minimum wage, the Food Stamp
Program, child care subsidies and hedlth coverage for children of low-wage workers, and child support
enforcement.

In light of these limitations, the monograph does not aim to address dl the important issues re-
lated to welfare reform. Ingtead, it isintended to provide unusualy reliable evidence about the effects of
gpecific welfare reform gpproaches by synthesizing results from multiple evaluations. As such, it should
be considered in conjunction with studies that address related topics, such as the experiences of “wel-
fare leavers” the implementation of wefare reform in particular areas, and how much of the welfare
casdload decline is due to various factors®

8Until 1994, parents who failed to comply with work-related mandates had their welfare benefits reduced but not
canceled. In 1994, the federal government began granting waivers that allowed states to experiment with full-family
sanctions under certain circumstances. Today, 37 states use full-family sanctions to enforce work requirements. Nine-
teen states also eliminate the family’ s entire Food Stamp grant for noncompliance with work-related requirements.

9See, for example, U.S. Council of Economic Advisors, 1999; Moffitt and Stevens, 2000; Office of the Assistant
Secretary for Planning and Evaluation, U.S. Department of Health and Human Services, 1999; Quint et al., 1999; Gais
et a., forthcoming.



Chapter 2

Effects of Mandatory Employment Services

Employment is only one of severd routes to leaving wefare, but it is probably the one most eas-
ily influenced by policy. As noted in Chapter 1, federd legidation to encourage welfare recipients to
work was first passed in the 1960s. Until passage of the 1996 welfare reform law, most such programs
relied primarily on mandatory employment services to increase employment and reduce welfare use.

The design and implementation of mandatory employment services raise many ssues. One is
how participation mandates should be enforced. Some programs impose financia sanctions swiftly when
recipients fail to participate, while others try to cgole clientsinto complying with participation mandates
before resorting to pendties. Another issue involves programs saffing structures. For example, in some
programs examined in this monograph one worker handled income maintenance and another handled
employment and training case management, while in other programs one saff member served both func-
tions.

One of the most contentious issues is the type of employment services that are provided or em+
phasized. The common wisdom concerning what approaches are most effective has shifted severd times
over the years. Beginning in the late 1970s, many states operated Smple, inexpensive programs that re-
quired welfare recipients to look for work. Evauations of these programs showed that they increased
employment and reduced welfare spending (in fact, in some cases, the welfare savings generated by the
programs exceeded the additiond codts of running them). Neverthdess, the employment gains were
amdler for recipients who faced the most serious barriers to employment — for instance, those who had
not completed high school — and who were therefore more likely than other recipients to receive wel-
fare for long periods.' Partly in response to these findings, the Family Support Act of 1988 (FSA)
pushed dates to target particularly disadvantaged recipients and to provide them with education o
training that would build skills to make it easier for them to find jobs. In the 1990s, however, the pendu-
lum swung back toward a focus on rapid job placement, athough many continue to argue that education
and training should play acriticd role in welfare and work programs.

This chapter examines and compares the results of 20 programs that used only mandatory em-
ployment services — that is, programs that required some wefare recipients to participate in job search
adtivities, education or training activities, or both as a condition for receiving full welfare benefits® As
shown in Table 2.1, each of the 20 programs used one of three genera employment drategies:

In the five job-search-first programs, virtudly al recipients were required to begin
by looking for work for several weeks on their own or through group activities
(such as job clubs) that taught job-seeking skills— for instance, how to write arés-
umé and prepare for a job interview — and then helped participants search for

'Gueron and Pauly, 1991; Friedlander and Burtless, 1995.

’A few other random assignment studies conducted in the 1980s examined relatively small-scale “workfare” pro-
grams, which required recipients to “earn” their grants by working in unpaid positions at government agencies or
nonprofit organizations. However, workfare has not been widely used by states.



jobs. People who failed to find jobs after a specified period of job search were of-
ten referred to some type of education or training activity (described below). Job-
search-first programs are founded on the view that recipients can best build their
employability by working, even at low-wage jobs.

In the seven education-first programs, most participants were assigned initidly to
classroom-based education or training activities. Nongraduates — that is, recipi-
ents who had no high school diploma or Generd Educationa Development certifi-
cate (GED) — were usudly referred to locd adult basic education programs,
which included remedid ngtruction in reading and math, GED exam preparation,
and English as a Second Language (ESL) classes. Graduates — thet is, recipients
who dready had a high school diploma or GED — were often assigned to voca
tiond training programs designed to prepare them for a particular occupation. Re-
cipients who completed the course of education or training to which they were as-
ggned initidly could be assgned to job search activities later. Education-first pro-
grams are founded on the view that, before looking for work, welfare recipients
should raise ther kill levels in ader to obtain jobs with higher wages and more
fringe benefits.

In the eight programs with mixed initial activities, some participants (usudly those
with lower levels of education) were assgned to basc education or training initidly,
while others were assigned to job search initidly. Some people who completed job
search without finding work then enrolled in education and training, while some who
completed ther initid assgnment in an education or training program then looked
for work. These programs with mixed initial activities can be further categorized ac-
cording to their overal emphesis. Wheress three of them were strongly employ-
ment-focused (staff urged participants to find work, and the education or training
activities were designed to be short term), the other five were education-focused
(they alowed people to eradl in long-term education programs with less urgency
attached to going to work). The latter distinction, though based on detailed studies
of the programs implementation, is less clear-cut than the distinctions based on the
intial activity.

Of particular interest in this chapter are the sudies in Atlanta, Grand Rapids, and Riverside,
which were conducted as part of the National Evaluation of Welfare-to-Work Strategies (NEWWS).
In each of these dites, a job-search-first program and an education-first program were operated side by
sde, and welfare recipients were randomly assigned to one of the two programs (or to a control group).
The job-search-first programs were called Labor Force Attachment (LFA) programs, and the educa-
tion-first programs were caled Human Capital Development (HCD) programs. These three NEWWS
Stes provide the most direct evidence to date on the relative impacts of the two approaches.



How Welfare and Work Palicies Affect Employment and Income

Table2.1
Mandatory Employment Service Programs, by Approach

Job search first AtlantaLFA, Grand Rapids LFA, Los Angeles Jobs-First GAIN, River-
sideLFA, and SWIM

Education first AtlantaHCD, Columbus Integrated, Columbus Traditional, Detroit,
Grand Rapids HCD, Oklahoma City, and Riverside HCD

Mixed initid activities

Employment focus Portland, Project Independence, and Riverside GAIN
Education focus Alameda GAIN, Butte GAIN, Los Angeles GAIN, San Diego GAIN,
and Tulare GAIN
Earnings

The main objective of a wdfare-to-work program is to increase the extent to which recipients
support themsalves through work. Earnings are a useful measure of a program’s success in ataining this
god because they smultaneoudy reflect whether people go to work, the amount that they work, and
their wages. Another reveding measure is wefare benefit amounts, which are examined in the next sec-
tion.

Figure 2.1 shows the impacts on earnings of the 20 welfare reform initiatives examined in this
monograph that used mandatory employment services only (that is, in the absence of earnings supple-
ments and time limits on welfare recaipt). The programs are categorized according to the employment
drategy they used — job search firdt, education firdt, or a mix of initid activities. Box 2.1 provides
guiddines on how to read this and the other figures presented in the monograph.

Each bar in the figure represents, for each program, the difference between the average annud
earnings of people in the program group and the average annud earnings of people in the control group,
who were not required to participate in any employment services but could (and often did) seek out
such services in the community. Both averages cover a three-year period and include the $0 earnings of
people who did not work at al during that period.

Which types of programs were effective at increasng earnings? The short answer is that pro-
grams of al types were effective to some extent. Each of the job-search-first programs increased earn-
ings by at least $400 per year. Mogt of the education-first programs aso increased earnings but by a
amaler amount. Although Figure 2.1 does not show it, most of the increases in earnings were the result
of increases in employment (in the most effective programs, employment in the program group was
more than 10 percentage points higher than in the corresponding control group); on average, the jobs
obtained by program group members provided about the same number of hours of work and paid
about the same wage as the jobs obtained by control group members.
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Figure2.1

A variety of programsincreased earnings, but the most effective
programs used a mix of initial activities
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The bars show results for all those who had ever received welfare prior to random assignment.

For al programs other than Los Angeles Jobs-First GAIN, results are expressed in 1997 dollars.
Because Los Angeles Jobs-First GAIN operated in the second half of the 1990s, taking account of inflation
would not alter comparisons of the results a great deal.

For all programs but Los Angeles Jobs-First GAIN and Project Independence, results are for the three
years after random assignment. For Los Angeles Jobs-First GAIN and Project Independence, results are for the
two years after random assignment because only two years of data are available for these programs

The impacts for the following programs are significantly different from zero at the 1 percent level:
Atlanta LFA, Butte GAIN, Los Angeles Jobs-First GAIN, Portland, Project Independence, Riverside LFA,
Riverside GAIN, San Diego GAIN, SWIM, and Detroit.

The impacts for the following programs are significantly different from zero at the 5 percent level:
Atlanta HCD, Columbus Integrated, Grand Rapids LFA, Grand Rapids HCD, and Riverside HCD.

The impact for the following program is significantly different from zero at the 10 percent level:
Columbus Traditional.

The impacts for the following programs are not significantly different from zero: Alameda GAIN, Los
Angeles GAIN, Oklahoma City, and Tulare GAIN.
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Box 2.1
How to Read the Figuresin This Monograph

To illustrate how to interpret the figures, the table below focuses on one of the 20 programs
shown in Figure 21 — Portland’s JOBS program. The top panel, which shows employment
rates, indicates that program group members were more likely than control group members to
have been employed at some point in each of the first three years after random assignment
(Years 1, 2, and 3). It also shows that, in each of the three years, many people in both groups did
not work at al. The bottom panel shows the average earnings of the two groups in each year,
including both people who worked and people who did not. For example, people in the program
group earned an average of $4,953 in Year 3. By dividing the average earnings of the whole pro-
gram group by the employment rate, one can calculate the average earnings of those program
enrollees who worked in any given year. For example, in Year 3 the 62.2 percent of program
group members who worked earned an average of $4,953 divided by .622, or $7,963.

The “Difference” column shows the differences between the two groups employment rates (top
panel) and average earnings (bottom panel) — that is, the program’ s impacts on employment and
earnings — in each year. For example, the impact on Year 3 earnings can be calculated by sub-
tracting $3,334 from $4,953, yielding $1,619. The bar for Portland in Figure 2.1 represents the
average of the three annual earnings impacts shown below.

Most of the figures in this monograph display the programs impacts rather than the outcome
levels for the program and control groups (such as those shown in the first two columns below)
or how the outcome levels varied over time. Appendix C provides the outcome levels and impacts
for al 29 programs in aformat similar to the one below.

Impacts of Portland’s JOBS program on employment and ear nings

Program Control Difference Percentage
Group Group (Impact) Change (%)
Employment rate (%)
Year 1 529 433 9.6 22
Year 2 593 457 136 29.8
Year 3 62.2 50.3 119 237
Average earnings (%)
Year 1 2,311 1,618 693 428
Year 2 3,901 2547 1,354 53.2
Year 3 4,953 3334 1,619 48.6

Most of the impacts discussed in the text are statistically significant, thet is, very unlikely to
have arisen by chance. The notes to the chapter figures and the tables in Appendix C indicate
whether each impact is statistically significant at the 1 percent, 5 percent, or 10 percent level (the
lower the level, the less likely the impact is to be due to chance).




The programs that were mogt effective a increasing earnings used a mix of initid activities (see
the middle panels of Figure 2.1) rather than relying soldly on upfront job search or ypfront education
and training. Two of the programs with mixed initid activities that had very large earnings impacts (Riv-
erside’ s Greater Avenues for Independence, or GAIN, program; and Portland’ s Job Opportunities and
Basic Skills Training, or JOBS, program) maintained a strong emphasis on employment: Education and
training activities were brief, and staff strongly emphasized the importance of finding jobs quickly. A
third program with mixed initia activities that generated large effects (Butte's Greater Avenues for Inde-
pendence, or GAIN, program) emphasized education more strongly. These results suggest that a* one-
gze-fits-al” approach stands a lesser chance of substantialy boosting earnings than an approach that
talors services to individuas.

Despite the Portland and Riverside GAIN programs success in increasing earnings, providing a
mix of initid activities was not a guarantee of success: The third employment-focused program with
mixed initid activities (Project Independence) had only smal effects on earnings.

Implementation studies of programs with mixed initid activities have highlighted the importance
of a srong, clear program message, careful monitoring of participants activities, and sufficient funding
for support services such as child care. These implementation findings also suggest that such programs
must develop an effective mechanism for matching participants with the activities that would help them
most (the programs discussed here took various approaches to matching) and ensure that the activities
themsdlves are of high qudlity.

Project Independence suffered from alack of funding, particularly for child care subsdies, dur-
ing much of the period during which it was evauated. In addition, the initid job search activity to which
it assgned most people was independent job search (in which people look for jobs on their own and
periodicdly report their progress to saff), while the other two programs with mixed initid activities as-
sgned most people to supervised job search or group job clubs (which provide job search training and
access to job ligtings and telephones to help people apply for jobs). Finaly, Project Independence de-
termined who would be referred to upfront education or training services according to arigid rule based
on education and prior work experience.® The other two programs, in contrast, used more flexible
drategies to determine whether individua participants might benefit from such activities (see Box 2.2).
One or more of these factors may help to explain why Project Independence had smaller impacts than
the other employment-focused programs with mixed initid activities.

As discused earlier, the programs in Atlanta, Grand Rapids, and Riversde studied in the
NEWWS Evauation provide the most direct evidence to date on the relative impacts of the two go-
proaches that lie at opposite ends of the spectrum shown in Figure 2.1 — job search first and education
fird. In recent years, many states have adopted versions of the job-search-firg approach. Figure 2.2
shows the effects of these programs on eanings in the firg and third years after

®During the early part of the evaluation of Project Independence, sample members were determined to be job-
ready if they had completed grade 10 or had worked in at |east 12 of the previous 36 months and not job-ready if they
met neither of these criteria. Starting in October 1991, the job-readiness criteriawere having a high school diplomaor
GED or having worked in at least 12 of the previous 24 months.
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Box 2.2
What Was Different About Riverside GAIN and Portland’s JOBS Program?

Of the large-scale welfare and employment programs that have been studied by MDRC, River-
side GAIN and the Portland JOBS program generated the largest, most sustained increases in
earnings across a broad range of welfare recipients. Both programs (1) stressed job search
activities but assigned many participants to education or training, (2) maintained a strong focus on
employment, and (3) vigoroudly enforced the rules requiring recipients to participate.

The programs used different strategies, however, to determine what was the most appropriate
activity assgnment for participants. The Riverside program operated under statewide rules
requiring that recipients who lacked a high school diplomaand GED or failed a basic skills test be
assigned to education unless they opted to look for work first. In implementing the rules, however,
the Riverside staff urged such recipients to enter job search activities unless they were strongly
interested in school, and staff sometimes reassigned to job search people who did not attend basic
education regularly or did not make progress in education activities. The Portland staff did not use
any fixed rules to determine initid activity assgnments; in general, recipients with lower levels of
education or less of awork history were more likely to be assigned to education.

Another important difference was that the Portland program urged job seekers to be selective —
that is, to wait for a job that was full time, paid more than the minimum wage, and offered fringe
benefits and opportunities for advancement. The Riverside program, in contrast, told participants
to accept any job they were offered. Interestingly, in Portland employed program group members
earned more per hour than employed control group members; this was not true in Riverside,

where the program raised average earnings solely by increasing the number of people who
worked.

random assignment (Years 1 and 3).*

Which approach is better at incressng earnings? The left-hand pand of Figure 2.2 shows that
the job-search-first programs generated larger earnings gainsin Year 1. Whereas the activities provided
in the job-search-first programs helped some people find employment, many people in the education
firgt programs spent al or part of that year in education or training rather than working. However, the
difference between the two goproaches shrank over time. In Year 3, both approaches generated earn-
ings gains of about $400 or $500 per person in each Site. The fact that the two gpproaches ultimately
generated comparable earnings impacts is important because, as discussed below, the education-first
approach cost considerably more to operate.

The convergence in impacts sems primarily from the fact that the effects of the education-first
programs increased over time, as people completed or left their educationa activities and moved to
work. To a lesser degree, the effects of the job-search-first programs diminished over time, partly be-
caue many people had difficulty retaning employment. It will be important

“The Riverside LFA and HCD programs shown in the figure are not the same as the Riverside GAIN program dis-
cussed earlier in this chapter.
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Figure2.2

Thejob-sear ch-first programshad larger effects on ear ningsthan the education-
first programsinitially, but the difference diminished over time
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The bars shows results for all those who had ever received welfare prior to random assignment.

Results are expressed in 1997 dollars.

Year 1 beginsin the quarter following the calendar quarter of random assignment.

The impacts for the following programs are significantly different from zero at the 1 percent level:
AtlantaLFA in Year 1, Grand Rapids LFA in Year 1, Riverside LFA in Year 1, Riverside HCD in Year 3.

The impacts for the following programs are significantly different from zero at the 5 percent level:
AtlantaLFA in Year 3, AtlantaHCD in Year 3, and Riverside LFA in Year 3.

The impacts for the following programs are significantly different from zero at the 10 percent level:
Riverside HCD in Year 1 and Grand Rapids HCD in Year 3.

The impacts for the following programs are not significantly different from zero: AtlantaHCD in Year
1, Grand Rapids HCD in Year 1, and Grand Rapids LFA in Year 3.



to see whether the pattern changes after alonger period (longer-term results on these programs will be-
come availablein 2001).°

In comparing the effects of the job-search-first and education-first gpproaches, it is espedidly
important to congder the results for nongraduates — a group expected to have particular difficulty find-
ing and holding jobs. Many have argued that skill-building activities are especidly important for this
group because high school dropouts today earn much less than their counterparts 20 to 30 years ago
and much less than today’s high school graduates. Surprisingly, however, the results for nongraduates
(not shown in the figure) follow much the same pattern as the results shown in Figure 2.2.°

Even though these results suggest that education-first programs are no more effective than job
search-firgt programs a increasing earnings, there may be skill-building activities that are more effective.
As noted earlier, the main education activity in which nongraduates in these programs participated was
adult basic education rather than vocationd training or postsecondary education. There is evidence from
a few dudies that vocationd traning may help wefare recipients obtain better jobs, but many training
programs accept only high school graduates and people with basic reading and math skills, making them
inaccessible to nongraduates.” As for college education, there is little direct evidence as to whether it
affects wdlfare recipients’ earnings.

The modest impacts of the education-first programs for nongraduates may reflect the relativey
low qudity of the adult education activities that participants attended; Stes were chosen for the
NEWWS Evauation on the basis of consderations other than the quality of the adult besic education
that they offered, and more effective education may exist in other places. In addition, even in the best-
managed education-first programs, some nongraduates never actualy participated in an education activ-
ity because they left welfare quickly, did not cooperate with program requirements, or were temporarily
excused because they had hedlth or other problems® Many of those who participated left the activities
quickly (which may aso have been aconsequence of the quality of the programs). One analyss sug-
gests that people who attended adult education for a substantia period benefited fromit, in part because
the additiona education enabled them to earn a GED and dlowed them to qudify for training pro-
grams.® However, this anaysis should be interpreted with caution because it is based on a comparison
between groups that may have differed in many ways other than their enrollment in education and train-
ing activities.

°Although Figure 2.1 does not show the results by year, it is worth noting that the earnings gains generated by
the Portland and Riverside GAIN programs, which offered amix of initial activities, were as large as the impacts of the
job-search-first programsin Y ear 1 but grew even larger in the subsequent two years.

®See Michal opoul os and Schwartz, 2001.

Studies of the GAIN program in Alameda County and of the Center for Employment and Training (CET) found
that these two training-oriented programs had positive effects. However, other training-oriented programs were
found not to have positive effects. See Riccio, Friedlander, and Freedman, 1994; Zambrowski and Gordon, 1993; Cave
eta., 1993; Orr et ., 1996.

®For example, in the NEWWS Evaluation’s HCD programs, the rates of participation in adult basic education ac-
tivities among nongraduates in the program group were 43 percent in Atlanta, 58 percent in Grand Rapids, and 50
percent in Riverside, with smaller percentages participating in vocational training, job search, and other activities.

Boset al., forthcoming.

-16-



There are a number of other possible reasons for the rdatively smal impacts of education-first
programs on the earnings of nongraduates. First, the modest impacts may reflect nongraduates’ lack of
interest in attending education activities. In surveys administered at the beginning of the studies discussed
above, very few of the welfare applicants and recipients chose “going to school to study basic reading
and math” astheir preferred activity; most preferred work or training.™ Second, the programs may have
assigned to education too many people who would not benefit from such activities. In contrast, River-
side GAIN and Portland JOBS — both of which used mixed initid activities that produced large earn-
ings gains for nongraduates — used what may have been more successful methods of determining which
peoplein this group would berefit most from school (see Box 2.2).

Nongraduate recipients are just one of the groups that policymakers hoped would benefit from
welfare reform policies. FSA directed states to offer whatever services would be mogt likely to benefit
long-term welfare recipients (who are disproportionatdly likely to be nongraduates) and to concentrate
ther efforts on getting this group into enployment. In this regard, these programs were more successful
than their predecessors. The programs shown in Figure 2.1 generaly increased earnings by about as
much for long-term recipients as for short-term recipients and had pogtive effects on a very disadvan
taged group of long-term welfare recipients, namely, nongraduates who had not worked in the year
prior to entering the program. This finding stands in contrast to those for the programs that preceded
passage of FSA, perhaps indicating that passage of that act led to the redlization of one of its primary
goas™ Neverthdess, enployment and earnings levels remained extremely low for the most disadvar
taged welfare recipients in the program groups.™

Welfare Benefits

Wefare reforms have been aimed not only at increasing work but at reducing use of public as-
sgtance, especidly cash wefare benefits. Average welfare benefits smultaneoudy reflect the number of
people who receive wefare and the size of wefare grants. Figure 2.3 shows the impacts of the 20 pro-
grams on the average amount of welfare berefits received each year during the first three years after
random assignment — the same period shown in Figure 2.1."® Asin Figure 2.1, each bar in Figure 2.3
represents the difference between the program group average

The survey question asked recipients to rank the following five activities: full-time work, part-time work, train-
ing, basic education, and staying at hometo care for one’s children.

"For the results on most of the programs discussed in this section, see Michalopoulos and Schwartz, 2001; for
results on the earlier programs, see Friedlander, 1988.

“For example, in the 20 welfare and employment programs studied in Michalopoulos and Schwartz, 2001 —
which overlap considerably with the 20 programs covered in this chapter — the most disadvantaged program group
members eamed an average of $1,387 per year during the three years after random assignment, compared with $6,085
for the least disadvantaged program group members. In Michalopoulos and Schwartz, 2001, the most disadvantaged
group consisted of people who had received welfare for two or more years prior to random assignment, had not
graduated from high school or received a GED prior to random assignment, and had not worked in the year prior to
random assignment. The least disadvantaged group had none of these characteristics.

The implications of Figure 2.3 would be similar if the figure showed the proportions of people receiving welfare
rather than average welfare benefit amounts. Appendix C presents the impacts of the programs on both outcomes.
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Figure2.3

The programs generally reduced spending on welfare, but the
amount of savingswas affected by a variety of factors
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The bars show results for all those who had ever received welfare prior to random assignment.

Welfare includes AFDC and TANF payments.

For al programs other than Los Angeles Jobs-First GAIN, results are expressed in 1997 dollars.
Because Los Angeles Jobs-First GAIN operated in the second half of the 1990s, taking account of inflation
would not alter comparisons of the results a great deal.

For all programs but Los Angeles Jobs-First GAIN and Project Independence, results are for the three
years after random assignment. For Los Angeles Jobs-First GAIN and Project Independence, results are for the
two years after random assignment because only two years of data are available for these programs.

The impacts for the following programs are significantly different from zero at the 1 percent level:
SWIM, Los Angeles Jobs-First GAIN, Atlanta LFA, Grand Rapids LFA, Riverside LFA, Riverside GAIN,
Portland, Project Independence, Los Angeles GAIN, San Diego GAIN, AtlantaHCD, Grand Rapids HCD,
Riverside HCD Columbus Integrated, Columbus Traditional, Oklahoma City, and Detroit.

The impacts for the following programs are not significantly different from zero: Alameda GAIN,
Butte GAIN, and Tulare GAIN.



and the control group average, both of them including the $0 benefits of people who did not receive any
welfareat dl.

In generd, the programs effects on cash assistance represent the flipside of their effects on
earnings. The programs with the largest effects on earnings generaly had the largest effects on welfare
benefits. This result is easy to understand given that the more recipients earned, the more their welfare
benefits were automatically reduced. For many people who worked, each dollar of additional earnings
reduced their welfare grant by a dollar; even for those who did not lose awelfare dollar for each dollar
earned, welfare benefits neverthel ess shrank as earnings increased.

Reductions aso tended to be larger in states with more generous welfare benefits. For example,
whereas the Atlanta job-search-first programs had smilar effects on earnings as the programsin San
Diego (the Saturation Work Initiative Model, or SWIM), Grand Rapids, and Riverside (see Figure
2.1), the Atlanta program had much smaller dfects on welfare benefits than the other three programs.
This is not surprising; it is more difficult for a program to save wefare dollars in a state where benefit
levels are rdatively low to begin with (such as Georgia) than in a gate with relatively high benefit levels
(such as Cdifornia). This pogtive relaionship between benefit levels and welfare savings is not, how-
ever, perfect. Although the education-focused programs with mixed initid activities operated in Cdifor-
nia, they generated only modest to small welfare savings™

A number of the programs reduced welfare benefits more than they increased earnings. These
programs may have imposed many sanctions (grant reductions) on recipients who failed to attend &5
sgned activities, encouraged some people to leave welfare even though they had not found employmernt,
or discovered previoudy unreported jobs as aresult of the participation mandates.

Benefits and Costsfor the Gover nment

When it comes to understanding the effects of welfare and work programs, earnings gains and
reductions in welfare payments tell only part of the story. Suppose two programs generate Smilar -
fects, but one costs subgtantially more to operate. (Previous studies have found that some welfare and
work programs save the government money because the welfare savings that they generate exceed the
additiona codts of operating them.) Other things being equd, a government policymaker or administra:
tor would probably prefer the less expensive approach.

Table 2.2 shows the operationa costs of seven of the programs discussed in this chapter.™ The
first column shows, for each program, the additional cost of services per person — that is, what the
government spent on operating the program over and above what it would have spent

YA few programs (for example, Butte GAIN and Tulare GAIN) increased earnings but had no impact on welfare
benefit amounts. A program might |eave welfare payments unchanged if, for example, it increased earnings primarily
among people who would have |eft welfare even without the program.

*The programsin Table 2.2 were chosen because they are among the most recently operated programs for which
net costs are available. Although net costs are available for SWIM and the GAIN programs, the costs measured for
those older programs cover adifferent period of time than the costs of the programs shown in Table 2.2 and are there-
fore not comparable.
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How Welfare and Work Policies Affect Employment and Income

Table2.2

The employment-focused programs wer e mor e cost-effective than the education-first programs

Additional cost of services
Additional cost Savingsinwelfareand minus savingsin welfare and

Program of services Food Stamps Food Stamps
Job search first
AtlantaLFA $2,277 $773 $1,678
Grand Rapids LFA $1,108 $2,514 -$1,237
Riverside LFA $1,263 $2,633 -$1,118

Mixed initial activities
with employment focus

Portland $2,017 $2,994 -$755
Education first

AtlantaHCD $3,428 $576 $2,968

Grand Rapids HCD $2,872 $1,740 $1,430

Riversde HCD $2,930 $2,440 $388

SOURCE: Published reports from the program eval uations and new MDRC analyses. See Appendix A for full cita-
tions.

NOTES: The results on the additional cost of services are for welfare recipients and applicants.

The results on the savings from welfare and Food Stamps are for only those who had ever received welfare
prior to random assignment.

The additional cost of servicesisthe difference between the average cost of services obtained by program
and control group members during the two years after random assignment.

The savings in welfare and Food Stamps are the difference between the average dollar amounts of such
benefits received by program and control group members during the three years after random assignment.

Thelast column shows the difference between the additional cost of services and the savingsin welfare
and Food Stamps.

Welfare includes AFDC and TANF payments.



had the program not existed. The additional cost was computed by subtracting the cost per person of
the services that control group members obtained during the first two years after random assgnment (for
example, education and training activities obtained outsde the welfare system and child care subsdies
available through the welfare system) from the cost per person of the services obtained by program
group members during thet time, whether in the program or the community. The sscond column shows
how much each program saved in public assistance spending (Spending on cash welfare benefits and
Food Stamps combined) over the three years following random assgnment.® Findly, the third column
shows the difference between each program’s additiona cost and the welfare savings it generated.’
These results provide only a rough estimate of the programs berefits and costs for the government be-
cause they extend only two or three years beyond random assgnment.

The education-first programs cost more to operate than the programs with job search first or
mixed initid activities because participation in education and training activities tends to extend over a
longer period than participation in job search activities. The operational cost of the Portland program,
which used a mix of initid activities, was higher than the operaiond costs of two of the three job-
search-first programs but substantiadly lower than those of the education-first programs.

There are two general ways to view these results. A policymaker looking for the most efficient
way to generate earnings gains would most likely prefer the job-search-first gpproach to the education
firdt approach: By the end of the study period, the two gpproaches had comparable earnings impacts
(see Figure 2.2), yet the job-search-firgt programs cost much less to operate. However, given that Port-
land's program had particularly large positive impacts on earnings, its mix o initid activities appears to
have been the most cost-€effective gpproach of al. A policymaker who ams smply to save money, in
contrast, would mogt likely prefer the job-search-first programs to both the education-first programs
and programs with mixed initia activities because they generated substantial savings & low net cost.

Benefits and Costs for Participants

The programs with mandatory employment services examined in this monograph were designed
to increase participants earnings and reduce the amount of public assstance they received — in other
words, to replace welfare with work. Although the programs designers may have hoped that this
movement would leave participants better off financidly, the programs did not necessarily emphasize
that objective.

Figure 2.4 shows the effects of the 20 programs on combined income from earnings, cash assis-
tance, and Food Stamps during the three years after random assignment.*® Income messured in this way

*Table 2.2 compares two-year costs of services to three-year welfare savings because only two years of cost
data were available. The cost of servicesislikely to be small after the second year because the provision of program
servicesis concentrated in the period soon after program enrollment.

"The welfare savings in Table 2.2 differ from the welfare benefit reductions in Figure 2.3 for two reasons. First,
Table 2.2 shows reductions in cash and Food Stamps benefits combined, while Figure 2.3 shows only reductionsin
cash benefits. Second, Table 2.2 shows the total savings over three years, while Figure 2.3 shows annual reductions
for the same period.

®The resultsin Figure 2.4 do not take full account of recipients’ financial gains and losses. Not only do they not
include the federal Earned Income Credit (EIC), which increased the income of many of those who worked, but they

(continued)
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serves as arough estimate of the financid “bottom ling” for people in these studies because earnings and
public assstance represent their key sources of income. A negative impact indicates that the program
resulted in lower income for program group members than they would have had otherwise. Of course,
the results in the figure do not take account of the nonfinancia costs and benefits of working versus re-
ceiving welfare, which may be considerable.

Most of the programs had fairly modest effects on income™ In other words, the programs
changed the composition of participants income by reducing their reliance on public assstance, but they
did not make participants financially much better off than they would have been in the absence of the
programs.

Severd factors explain the generdly modest — and, in some cases, negative — effects on in-
come of the programs with mandatory employment services® First, many program group members ob-
tained low-wage or part-time jobs, so their earnings were not very high (see Box 2.3). Second, for the
most part, cash welfare benefits were reduced by one dollar for each additiona dollar earned.* Third,
some program group members may have lost public assstance without gaining earnings — for example,
if they were sanctioned for not complying with the participation mandete or if they left welfare without
having found a job.

One might assume that the results shown in Figure 2.4 would look subgtantidly different if in-
come from the EIC were included in the caculaion. The EIC subgtantidly boosts the income of many
low-income working families, which suggests that people in the program groups — who had higher lev-
els of employment and earnings, on average, than people in the corresponding control groups — would
benefit more from the credit. Surprisingly, however, accounting for the EIC dbes not appreciably
change the income results (see Appendix D).

Children’s Outcomes

Although the programs discussed in this chapter were not designed expresdy to affect welfare
recipients  children, it is easy to understand how they might have done 0% By increasing

do not account for working families' possibly higher expenses (such as work-related child care and transportation). In
addition, Figure 2.4 does not consider the income of other members of recipients’ households. Nevertheless, more
detailed and complete examinations of the financial benefits and costs of these programs from the standpoint of re-
cipients have yielded largely the same conclusions.

In the Butte GAIN program, the income gain was large rather than modest (as shown in Figures 2.1 and 2.3, this
program increased earnings without reducing welfare payments at all). It is possible that the program primarily raised
earnings among people who would have left welfare anyway.

“)t js important to keep in mind that the income sources used in Figure 2.4 al come from administrative records,
which probably capture public assistance more completely than they cover earnings. If someone left welfare and took
ajob that was not covered by the unemployment insurance system in her state (for example, ajob in the informal sec-
tor or with the federal government), her earnings and income would be underestimated in the figure.

“'Food Stamp benefits were also reduced as earnings increased, but by less than one dollar for each dollar of
earnings.

#Zadow et d., 1995, 1998.



How Welfare and Work Policies Affect Employment and Income

Figure2.4

Mandatory employment services generally left recipientswith no more
income than they would have had without the services

Job-sear ch-first Employment- Education-focused Education-first
programs focused programs  programs with mixed programs
with mixed initial initial activities
activities
$1,500 T
o $1,300 T
g $1,100 T
£ $900 T
T 700
c
c 4
S $500
§ $300T
8 $100 +
Q
IS -$100 T
-$300 +
-$500 —
S £ « <« zZ T g zzz z z QO o Q > =
ss5fil 5815355321829 888¢
% T 9V QO ie] g 0w o P = o
7 2 T O o 2 T 9 g 9 O g o & F &
IERT S g£88%8 585w cEBGS
= o 4 2 8 £s =85 gF ®
h < X > ] 2 %mcol— < X S5 3 o =
s BTz g = < T & £ 380
5 & g 2 & s © E £
— o) o >
8 o i<} | o S 3
2 T © 3
c
<
%]
o
i

SOURCE: Published reports from the program eval uations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The bars show results for all those who had ever received welfare prior to random assignment.

With one exception, income includes earnings reported to state unemployment insurance systems,
AFDC and TANF payments, and the cash value of Food Stamp payments. For SWIM, Food Stamps were not
included.

For al programs other than Los Angeles Jobs-First GAIN, results are expressed in 1997 dollars.
Because Los Angeles Jobs-First GAIN operated in the second half of the 1990s, taking account of inflation
would not alter comparisons of the results a great deal.

For all programs but Los Angeles Jobs-First GAIN and Project Independence, results are for the three
years after random assignment. For Los Angeles Jobs-First GAIN and Project Independence, results are for the
two years after random assignment because only two years of data are available for these programs.

The impacts for the following programs are significantly different from zero at the 1 percent level:
Los Angeles Jobs-First GAIN, Grand Rapids LFA, Butte GAIN, Riverside HCD.

The impacts for the following programs are significantly different from zero at the 5 percent level:
Riverside LFA and Riverside GAIN.

The impacts for the following programs are significantly different from zero at the 10 percent level:
Los Angeles GAIN and Columbus Integrated.

The impacts for the following programs are not significantly different from zero: SWIM, Atlanta
LFA, Portland, Project Independence, Alameda GAIN, San Diego GAIN, Tulare GAIN, Atlanta HCD, Grand
Rapids HCD, Columbus Traditional, Oklahoma City, and Detroit.
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Box 2.3
Many Welfare Recipients Get L ow-Wage Jobs Without Fringe Benefits

The table below shows some characteristics of the jobs that people in four of the programs ex-
amined in this chapter had held most recently, according to their responses to a follow-up survey
conducted two years after they entered the studies.

Atlanta Grand Rapids  Riverside Portland

LFA LFA LFA
Employment Outcome
Worked full time (%) 735 747 69.3 804
Average hourly wage ($) 6.38 6.36 6.72 734
Average weekly pay ($) 225 225 230 260
Covered by employer-provided
health insurance (%) 31.0 435 345 492

Sources: Table 5.6 and 5.7 in Freedman et &l ., 2000.
Note: Results are for program group members who were working at the time of the two-year survey.

The types of jobs that people obtained appear to have been fairly similar across the programs.
About three-fourths of people who found jobs worked full time (30 or more hours per week),
even though none of the programs provided specia incentives to work full time. Because full-
time jobs often come with fringe benefits, between 40 percent and 50 percent of people who
found jobs were offered health insurance in their most recent job (not shown). Still, that means
that a majority of workers were not offered health insurance. In addition, many who were d-
fered health insurance did not enroll in their company’s plan, perhaps because they were able to
receive government-provided hedth insurance, their employers required that they pay to receive
hedlth insurance, or they had not worked for their employer long enough to qudify.

Hourly wages were quite similar in the three LFA programs, despite the fact that the programs
operated in very different economic environments. Interestingly, the average wage was some-
what higher in the Portland program, the only program that encouraged job seekers to hold out
for somewhat higher-wage positions.

parents employment, the programs could have changed where and with whom children spent their time,
family routines, and how children and parents interacted. The programs might aso have affected chil-
dren’s well-being by raising or lowering family income, but as discussed earlier most of them did not
affect income. Finaly, some have argued that children could benfit in the long term from having work-

ing parents as role modds.

As shown in Table 1.1, the NEWWS and Jobs-Firs GAIN Evauations included messures of

the wdl-being of children two years after random assgnment. These sudies found few impacts on chil-
dren’s academic achievement or behavior, and the impacts were both favorable and unfavorable. In
other words, there is little evidence that children were harmed when their parents went to work (just as
there is little evidence that they were heped). This picture may look different later in children’s lives, but
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the studies examined here can never fully answer the question of whether working role models affect
children in the long term because none of them measured outcomes more than five years after random
assignment (the NEWWS Evduation's five-year findings on children’s outcomes will become available
in 2001). The effects on children of 11 of the programs examined in this document can be found in a
companion mornograph.”®

M andatory Employment Services: Key L essons

The findings summarized in this chapter support the following conclusions regarding programs
with mandatory employment services.

A variety of gpproaches can increase employment and earnings, but the programs
that produced the largest effects used a mix of job search and education as initid
activities while maintaining a strong focus on employmen.

Side-by-sde comparisons of job-search-first and education-first programs indicate
that the two approaches led to smilar increases in eanployment and earnings after
three years, but the job-search-first programs were less expensive to operate.

People in programs that provided mandatory employment services aone were usu-
aly left no better off financidly than they would have been without the programs.

Programs that provided mandatory employment services done did not have consis-
tently podtive or negative effects on children.

BMorriset a., 2001.
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Chapter 3

Effects of Earnings Supplements

The findings examined in Chapter 2 indicate that the programs that used mandatory employment
services without earnings supplements or time limits increased welfare recipients: employment and earn-
ings but sedom left them with more income than they would have had without the programs. Partly for
this reason, state and federal governments began in the early 1990s to experiment with various kinds of
earnings supplements (sometimes referred to as financid work incentives). It was hoped that supple-
menting earnings would not only encourage people to work but would adso make them better off finan-
cadly.

In designing earnings supplementsin the 1990s, policymakers drew on lessons learned from two
earlier approaches to increasng income and encouraging work. One was the negative income tax
(NIT), which the U.S. and Canadian governments tested in random assignment studies in the 1970s.
The NIT policies sudied in the 1970s guaranteed families ardatively high leve of income — often more
than enough to lift them out of poverty — and encouraged parents to work by reducing benefits by a
smaller amount than under the existing welfare system if they went to work. Though the policies lowered
poverty, the high level of benefits that they guaranteed had the unintended effect of discouraging work.

Another approach to encouraging work was adopted in the U.S. in 1967, when AFDC rules
were changed to dlow recipients to keep a larger percentage of their welfare benefits on top of their
earnings if they worked. While this enhanced earned income disregard is thought to have encouraged
some people to work, its effects were generally quite modest." Two factors are often held responsible
for the smdl effects on employment of the new AFDC rules. Wdfare recipients were not sufficiently en-
couraged to work through complementary policies such as mandatory job search, and recipients did not
understand well enough how taking advantage of the supplements would trandlate into higher income for
ther families

To avoid the pitfdls of the NIT, the earnings supplement policies now in effect in many sates—
like those examined in this chapter — provide no extra benefits to people who do not work. In an effort
to increase the number of wefare recipients who take advantage of the new earnings supplements, most
states now aso require people to participate in employment-related services. Although time limits have
received the mogt atention of the welfare policy changes made in the 1990s, the fact that most states
are using more generous earned income disregards than during the 1980s makes it important to under-
gand ther effects on employment and income.

This chapter describes results from severad random assignment evauations of programs that in
cluded earnings supplements, sometimes by themsdlves and sometimes in combination with employment
sarvices. These reaults are important because they indicate what benefits (and costs) states can expect
from earnings supplements. In addition, these results may afford a rough sense of the types of impacts
that the federd Earned Income Credit (EIC) is having on employment, income, and family outcomes,
because the EIC has many of the same features as many states current earned income disregards (such

See Moffitt, 1992, for adiscussion of AFDC’s employment incentives.
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as rewarding part-time work and phasing out the supplement when a family’s earnings exceed acertain
leve).

Earnings Supplements Alone

This section focuses on the effects of two earnings supplement programs — a variant of the
Minnesota Family Investment Program (MFIP) cdled MFIP Incentives Only and the Sdlf- Sufficiency
Project (SSP), a program tested in Canada.? Both programs offered earnings supplements but did not
require people to participate in employment-related activities. Whereas MFIP Incentives Only provided
supplements in the form of earned income disregards, SSP provided supplements outside the welfare
system. Figure 3.1 shows the effects of the two programs on part-time employment (fewer than 30
hours per week) and full-time employment (30 or more hours per week) separately. Both programs
increased employment — demondirating that earnings supplements can achieve this result — but their
specific patterns of impacts were quite different.

The MFIP Incentives Only program encouraged part-time work but discouraged full-time
work. This finding makes sense given how the program'’s incentive worked. A typica person in the
MFIP Incentives Only program who worked 20 hours per week (that is, part time) a $6 an hour re-
ceived about $250 more in monthly income than under the old welfare rules, which applied to the cor+
trol group. If she worked 40 hours per week, however, her income was only about $150 higher than
under the old wdfare rules. This incentive was enough to encourage a Sizable number of parentsto go to
work. However, the incentive was largest for part-time work.

The study of SSP, in contradt, indicates that targeting supplements at full-time work can result in
subgtantid increases in full-time work, even among a group of long-term welfare recipients who many
people feared would not be able to work full time. SSP provided an earnings supplement to long-term
welfare recipients who |eft welfare and worked 30 hours or more per week. For atypica parent with a
job paying $6 per hour, the supplement did not increase income at al if she worked 20 hours per week;
if she worked 40 hours per week, however, she received about $450 more per month in SSP than un-
der the welfare rules that gpplied to the control group. Because the program’ s incentive was quite gen
erous, it increased employment substantialy even though it required people to work full time. The fact
that the program reduced part-time employment suggests that some people who would have worked
part time under the old rules decided to work full time in order to take advantage of the earnings sup-
plement.

Other sudies have dso found that programs with earnings supplements can increase arploy-
ment. New York’s Child Assistance Program (CAP), tested starting in the late 1980s, increased em+
ployment and earnings by providing supplements to welfare recipients who had a court order requiring
their children’s noncustodial parent to pay child support.® The New Hope program, which was tested in
the  mid 1990s in Milwaukee, Wisconsin, provided a rich  package

*The SSP program that offered incentives only was the main focus of the SSP study (Michalopoulos et al., 2000).
The Minnesota I ncentives Only program, which was set up to permit estimation of the effects of the MFIP program’s
earnings supplement without its mandatory employment services, was not the main focus of the MFIP study.

®*Hamilton et al., 1996.
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How Welfare and Work Policies Affect Employment and I ncome

Figure3.1

Earnings supplements can be structured to encour age part-time or
full-timework
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The MFIP sample includes only those who had received welfare in 24 of the 36 months prior to
random assignment.

The SSP sample includes those who had received welfare in the month of random assignment and in
11 of the 12 months prior to random assignment.

The measures indicate the programs' impacts on whether the person's most recent job was full time
(30 or more hours per week) or part time (fewer than 30 hours per week).

For MFIP, results are for the 11 quarters after the calendar quarter of random assignment.

For SSP, results are for 36 months, starting with the month of random assignment.

The impact on part-time time employment is significantly different from zero at the 1 percent level
for both MFIP Incentives Only and SSP.

The impact on full-time time employment is significantly different from zero at the 1 percent level
for SSP and is not significantly different from zero for MFIP Incentives Only.



of supports — induding child care subsidies, hedlth insurance, access to community service jobs, and
earnings supplements — to low-income parents who worked full time. Among parents who were not
aready working full time at the time of random assignment, New Hope increased employment and earn-
ings, dthough this may be in part because it offered community service postions to those who could not
find jobs on ther own.* As in SSP, in CAP and New Hope supplements were ddlivered outside the
welfare system. Likewise, a program in lowa that included both earnings supplements and mandatory
employment services had modest effects on employment and earnings®

However, not dl programs with earnings supplements have encouraged people to work. The
modest earnings supplement provided in Vermont’s Welfare Restructuring Project (WRP), for example,
hed very little effect on employment.® This counterexample implies that the size of earnings supplements
and the role the supplements play in the overdl policy package are important determinants of their €-
fects.

Under certain circumstances, earnings supplements can reduce the amount that people work.
The people who were dready working full time when they entered New Hope, for exanmple, cut back
their work hours (that is, worked less overtime on average than their control group counterparts), pre-
sumably because the incentives dlowed them to work less without losing much income. A Smilar pattern
explains why the MFIP Incentives Only program had a dightly negative effect on full-time work; some
people who otherwise would have worked full time cut back to part-time work as a result of being in
the program.

Combining Employment Services with Ear nings Supplements

Although earnings supplements aone can increase employment, no state welfare program is cur-
rently relying on earnings supplements aone to encourage work. At a minimum, states have combined
enhanced earnings disregards with mandatory employment services. Fortunately, the MFIP and SSP
gudies provide rigorous information on the effects of combining these two program features. In the full
version of the MFIP program,” Full MFIP, people who had been on wefare for 24 months in a three-
year period were required to work at least 30 hours per week or participate in employment services. In
avaiant of the SSP program caled SSP Plus, job search assistance and post-employment services
were offered to a randomly chosen group of people on a voluntary basis. Figure 3.2 compares the ef-
fects on annua earnings of the supplement-only versions of the two programs (MFIP Incentives Only
and SSP) with those of the full versons of the two programs (Full MFIP and SSP Plus).

When employment services were combined with earnings supplements, the effects on earnings
were larger than when supplements were offered aone. In Minnesota, adding mandatory employment
services increased the effect on average annua earnings over the three-year period by about $700 per
person. The reason is two-fold. Firgt, Full MFIP had a larger effect on employment than did MFIP In-
centives Only. Second, by dlowing people to aoid having to partici-

“Boset al., 1999.

°Fraker and Jacobson, 2000.

®Bloom et a., 1998.

"This was the program of which MFIP Incentives Only was a variant. Both were studied in the MFIP evaluation.
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Figure3.2

Adding employment-related servicesto programswith earnings
supplementsincreased the programs' effects
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The SSP program with supplements plus services was called SSP Plus. The impact of supplements
only was calculated for the subgroup of people in SSP who were randomly assigned during the period when
random assignment for SSP Plus took place. During that period, a "three-way" random assignment design was
used; that is, each person who entered the study was assigned by chance to SSP, SSP Plus, or the control group.

The MFIP sample includes only those who had received welfare for 24 of the 36 months prior to
random assignment.

The SSP sample includes those who had received welfare in the month of random assignment and in
11 of the 12 months prior to random assignment.

For MFIP, results are for the 11 quarters after the calendar quarter of random assignment (Quarter 1).

For SSP, results are for 36 months, starting with the month of random assignment.

The impact for Full MFIP (supplements plus services) is significantly different from zero at the 1
percent level. The impact of MFIP Incentives Only (supplements only) is not significantly different from zero.
The statistical significance levels for MFIP are based on data from Quarters 1 through 9 only.

The impacts for SSP (supplements only) and SSP Plus (supplements plus services) are significantly
different from zero at the 1 percent level.



pate in the program’s sarvices if they worked full time, Full MFIP primarily increased full-time work.
MFIP Incentives Only, in contrast, increased the earnings of the people who went to work because of
the program by almost exactly the same amount as it reduced the earnings of people who used the sup-
plements to maintain their income at the same level while working fewer hours.

By increasing the number of people who worked, SSP Plus aso generated earnings gains over
and above what was obtained through the SSP program that offered earnings supplements aone. Dur-
ing the firg year after random assgnment, for example, the combination of employment services and
supplements increased the proportion of people who found full-time work by about half (about 35 per-
cent in SSP compared with about 50 percent in SSP Plus). However, the additiond effects of SSP's
services were smdler than those of MFIP' s sarvices for two reasons. Firdt, as already mentioned,
MFIP s employment services were mandatory, whereas SSP's were voluntary. Second, SSP's sup-
plements aone generated subgtantia increases in earnings (leaving less room for SSP Plus to increase
earnings till more) because the program encouraged full-time work.

| ncome

As discussed in Chapter 1, the welfare system was origindly designed to dlow single mothers to
day a home and care for their children without suffering materia deprivetion. In the spirit of this origind
purpose, many people argue that the ultimate goa of welfare reform should be to increase poor families
income and to reduce their poverty and materia hardship. This goad may be reached later in welfare re-
cipients lives, once those who go to work have had time to gain work experience and job skills that
enable them to command higher wages. Or it may be attained a generation or two later: Welfare recipi-
ents who find employment may act as role models that encourage work in the eyes of their children and
grandchildren, and their children and grandchildren may obtain more or better education in anticipation
of having to work. Or the god of increasing income and reducing poverty among poor families may be
resched immediately.

One of the gods of including earnings supplements in welfare and work policieswas to increase
income and reduce poverty immediately. Figure 3.3 shows the effects of SSP (which included earnings
supplements without employment services) and Full MFIP (which combined mandatory employment
services and earnings supplements) on program group members: average combined income from public
assistance (cash welfare benefits and Food Stamps) and earnings.

Both programs increased income by an average of more than $1,000 per year. These findings
gtand in stark contrast to the modest (and, in some cases, negative) effects on income of the programs
with mandatory employment services examined in Chapter 2 (see Figure 2.4). The results for Full MFIP
might indicate the expected effects of amilar wdfare programs in relatively generous states that market
their enhanced earnings disregards.®

In addition to increasing income, both programs reduced the number of people with income be-
low the federd poverty threshold — Full MFIP by 12 percentage points and SSP by

8As will be discussed in the next section, the results for MFIP are very similar to the results for Connecticut’s
Jobs First program before families began to reach Job First’ stime limit.
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Figure 3.3

Programs with ear nings supplements can dramatically increase income

[0 Year 1 ® vear 3]
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Impact on Annual Income

Full MFIP SSP

SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The MFIP sample includes only those who had received welfare for 24 of the 36 months prior to
random assignment.

The SSP sample includes those who had received welfare in the month of random assignment and in 11
of the 12 months prior to random assignment.

For MFIP, income includes earnings, AFDC payments, and the cash value of Food Stamps.

For SSP, income includes earnings, Income Assistance payments, and supplement payments.

For MFIP, Year 1 beginsin Quarter 1 (the quarter after the calendar quarter of random assignment) and
endsin Quarter 4, and Y ear 3 includes Quarters 9 through 11. To express MFIP's resultsin Year 3 in annual
terms, income in the three quarters was multiplied by 4/3.

For SSP, results are for 36 months, starting with the month of random assignment.

All four impacts on annual income are significantly different from zero at the 1 percent level.
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more than 9 percentage points.® Although the increases in income and reductions in poverty produced
by SSP and Full MFIP were impressive, most program group members in both studies were ill in
poverty a the end of the sudy period, and their level of materiad hardship was il relativey high.

It is important to note that, in addition to raising income, the SSP and Full MFIP programsin-
creased the amount of public assstance that families received (not shown in the figures). The Full MFIP
program spent about $1,700 per year per family on services, cash welfare berefits, and Medicaid over
and above what was spent on the control group.’® The SSP program spent an annua average of about
$450 per family on cash wefare benefits — after accounting for taxes — over and above what was
spent per control group family (the program did not offer any specid services). Although the programs
with earnings supplements increased the amount of public assstance that people recaeived, these pro-
grams reduced the number of people who relied solely on cash assistance by encouraging people to
work.

These codt findings point to an important tradeoff between different policy gods. Mandatory
employment services by themsdves increase earnings but not income, and they can save the government
money (see Chapter 2); earnings supplements, in contrast, can increase earnings and income but can
aso codt the government money. Put another way, while most of the financid benefits of the programs
with mandatory employment services discussed in Chapter 2 went to government budgets, most of the
financid berefits of programs with earnings supplements went to low-income working parents.

Employment Stability

Earnings supplements provide an incentive for people both to go to work and to keep working
(in order to continue recaiving the supplements). Table 3.1 indicates whether welfare recipients in SSP
and Full MFIP who went to work stayed employed for ayear or more. The firgt three rows of the table
show the effects of SSP on full-time employment and on sustained full-time employment.™ The first row
repeats a finding shown earlier: SSP increased full-time employment by 15 percentage points (from
about 27 percent in the control group to about 42 percent in the program group).

People who ever worked full time during the study period can be divided into two categories
those who worked full time for a year or more and those who stopped working full time in less than a
year. The second and third rows of the table report the proportions of program and control group
membersin the SSP study who fell in each of these two categories.

The results show that mogt, but not al, of theinitid full-time employment generated by SSP was
sugtained, that is, lasted at least a year. In particular, more than twice as many people in the program
group as in the control group found full-time jobs and stayed employed full time for a year or longer
(nearly 21 percent compared with about 10 percent).

°In SSP, afamily was considered poor if the family’ sincome was below Statistics Canada'’ s |ow-income cutoff.
“These cost figures are based on data for |ong-term recipientsin urban counties.
"'The SSP study examined the program’ s effects on stable full-time employment only.
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Table3.1

The programs with ear nings supplements helped people obtain sustained employment

Program Control Difference Percentage
Employment outcome Group (%) Group (%) (Impact) Change
SSP
Ever worked full time 425 273 152 556
Left full-time work quickly 216 170 4.6 2714
Stayed employed full time for ayear or more 209 104 106 1018
Full MFIP
Ever worked 50.5 39.2 114 20.1
Left work quickly 16.3 135 28 20.7
Stayed employed for ayear or more 342 25.6 8.6 336

SOURCE: Published reports from the program eval uations and new MDRC analyses. See Appendix A for full cita-
tions.

NOTES: The MFIP sampleincludes only those who had received welfare for 24 of the 36 months prior to random as-
signment.

The SSP sample includes those who had received welfare in the month of random assignment and in 11 of
the 12 months prior to random assignment.

In the SSP study, people were considered to be working full timeif they worked 30 or more hours per week
and to have stayed employed full time for ayear or moreif they worked full timein 12 or more consecutive months,
starting in the month after random assignment in which full-time work began.

In the MFIP study, people were considered to have stayed employed for ayear or moreif earnings were re-
ported to the Ul system for four or more consecutive quarters, starting in the quarter after random assignment for
which earnings were first reported.

In both studies, people were considered to have left work quickly if they did not stay employed for at |east
oneyear.

The following impacts are significantly different from zero at the 1 percent level: SSP, ever worked full time,
left full-time work quickly, and stayed employed full time for ayear or more; MFIP, ever worked.

Thefollowing impact is significantly different from zero at the 5 percent level: MFIP, stayed employed for a
year or more.

The following impact is not significantly different from zero: MFIP, left work quickly.

Rounding may cause slight discrepanciesin the calculation of sums and differences.



The bottom three rows of Table 3.1 show the corresponding results for people in the Full MFIP
program (which included both mandatory services and earnings supplements). Most of the increase in
employment produced by Full MFIP, like that produced by SSP, was in sustained employment. Nearly
26 percent of the control group worked for at least a year, whereas more than 34 percent of the pro-
gram group did.

Other andyses (not shown in the table) reveded that some of the programs with mandatory
employment services discussed in Chapter 2 aso increased stable employment, perhaps by influencing
the types of jobs that people obtained. The Portland JOBS program was especidly successful in this
regard; this result may ke due to the program’s use of both job search and education and training as
initid activities, the strength of Portland’s economy, or the fact that program enrollees were encouraged
to take only full-time jobs that paid more than the minimum wage and offered fringe benefits. To better
understand the types of services and incentives that encourage sustained employment, the U.S. Depart-
ment of Hedth and Human Services recently began the Employment Retention and Advancement
(ERA) project, a federaly funded, multiste initiative desgned to evauate State programs that promote
employment retention and wage progression among welfare recipients and other low-wage workers.

Children’s Outcomes

Although the programs discussed in this chapter were not designed expresdy to affect recipi-
ents children, they were aimed at increasing income and reducing poverty, and it is usudly assumed that
children are harmed by poverty and benefit from increasesin family income. However, prior research on
this topic has been mainly nonexperimentd — that is, not based on random assgnment studies — and
therefore somewhat controversa. Now there is evidence from the evauations of New Hope, MFIP,
and SSP to support this assumption. '

The effects of New Hope, MFIP, and SSP on children varied with children’s age. The elemen-
tary school-aged children of parents in these programs had higher school achievement and behaved bet-
ter than their control group counterparts. Very young children, in contrast, were unaffected by SSP.*
Consdering how young these children were, it is reassuring that (on average and according to the mees-
ures included in these studies) they were not harmed even though many of their parents began working
full time. As for adolescent children, the SSP program increased the frequency of acts of minor ddlin
quency but had little effect, pogtive or negative, on school achievement. A decrease in adult supervison
may have been responsible for the troubling findings for adolescent children of parentsin SSP.**

Weas parental employment per se or the greeter family income that employment brings responsi-
ble for improving outcomes for elementary school-aged children? A comparison with programs without
earnings supplements is ingdructive. As discussed earlier, the programs in the NEWWS Evauation —

In addition, data on children’s outcomes are being collected as part of the evaluation of lowa’s Family Invest-
ment Program (FIP), which also combined financial work incentives and mandatory employment-related services.
These data are not yet available. See Morris et a., 2001, for detailed information on the effects of programs with eamn-
ings supplements on children’s cognitive, health, and behavioral outcomes.

3Y oung children were examined only in the SSP study. See Morris and Michal opoulos, 2000.

“Though the MFIP study did not gather detailed data on adolescents, it too found some negative impacts on
school-related outcomes for children of welfare applicants (as did the study in Florida discussed in Chapter 4).



which included mandatory employment sarvices only — increased employment but left income ur
changed, and they generdly had little effect on the well-being of children.™ The fact that incresses in
employment unaccompanied by income gains had small dfects on eementary school-aged children
whereas increases in employment accompanied by income gains benefited children in this age group im-
plies that income — rather than employment per se — drove the positive effects on these children. This
inference is aso supported by a comparison of the results for MFIP Incentives Only and Full MFIP. As
discussed above, the program with incentives alone — which caused only asmal change in earnings but
had a substantial effect on income — improved eementary school-aged children’s behavior and school
achievement. Although adding services to the supplements led to higher employment, it did not augment
the increases in income or the improvements in behavior and school achievement produced by the pro-
gram with supplements only.

Earnings Supplements: Key L essons

The findings summarized in this chapter point to the following key lessons regarding programs
with earnings supplements:

Earnings supplements encourage work. To encourage full-time work, an earnings
supplement should be designed to reward only full-time work.

Programs that provided earnings supplements substantially increased income and
reduced poverty but also increased government spending.

Programs that combined earnings supplements with employment services raised
employment and earnings more than programs that offered earnings supplements
aone.

The dementary school-aged children of parents in programs with earnings supple-
ments fared better than they would have without the programs.

4 amilton, 2000.



Chapter 4
Effectsof TimeLimits

The idea of placing a time limit on cash wedfare assstance was rardly discussed outsde aca
demic circles until the 1992 presidentid campaign. It was during that eectord race that candidate Bill
Clinton promised to limit families to two years of welfare berefits, after which they would be provided
with asubsidized job if necessary. Although the plan was never passed by Congress, it triggered aflurry
of welfare reform activity in the states. By mid 1996, more than 30 states had been granted federa
waivers of AFDC rules that dlowed them to implement some form of time limit in at least part of the
date. The 1996 federal wefare law then placed a 60-month lifetime limit* on federally funded assistance
for mog families (though it also alowed states to grant hardship exemptions to up to 20 percent of fami-
liesin the casdoad).

Over time, the dominant definition of a time limit shifted from a “work trigger” (the time limit
triggers a work requirement, and jobs are provided to those who need them) to termination of welfare
benefits without the assurance of subsdized jobs. Today, atota of 43 states (including the District of
Columbia) have imposed termination time limits, thet is, time limits that can result in the dimination of
a family’s entire welfare grant. Twenty-six of these states have imposed a 60-month termination limit,
while 17 states have imposed limits of fewer than 60 months.

The remaining eight states have not imposed termination time limits, dthough sx o them have
set reduction time limits, which entail canceling the adult share of the family’ s welfare grant while con
tinuing to provide the child share. These states may have to use state funds to support children or entire
families who reach the 60-month federd time limit dter the state's 20 percent cap on exemptions is
reached.

Time limits are among the most dramatic welfare reforms of the 1990s. Proponents argue that
time limits send a clear message that wdfare is trandtiond and force both recipients and the welfare sys-
tem to focus on sdf-sufficiency. These proponents contend that most recipients will be able to replace
the wefare benefits that they lose because of time limits with income from earnings or other sources.
Critics counter that many long-term recipients have skill deficits and persond and family problems that
make it impossble for them to work steedily. Thus, these critics argue, time limits will cause serious
harm to many vulnerable families

It is far too early to draw any find conclusions about time limits. As noted earlier, 34 Sates
(which together account for three-fourths of the national welfare caseload) have no termination time limit
or a 60-month time limit; in those states no families have yet reached time limits. As of mid 2000, it ap-
peared that roughly 60,000 families nationwide had logt their benefits because of time limits, the vast
majority of them in three states with time limits of fewer than 60 months (Connecticut, Massachusetts,
and Louisiand). It seems clear that the long-term effects of time limits will depend in large part on how

!Lifetime limits such as these restrict the total number of months in the recipient’slifetime that she or he can re-
ceive welfare benefits. Fixed-period limits, in contrast, restrict the number of months of benefits over a shorter period
— for example, to 24 months in any 60-month period. Some of the time-limited programs examined in this chapter in-
cluded fixed-period limits, while othersincluded lifetime limits.
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dates implement them — specificaly, whether they exempt some or dl families from time limits and
whether they actudly cance the wefare grants of families who reach the limits.

This chapter briefly reviews some key studies of programs with time limits. As discussed earlier,
little is known about the effects of time limits for two main reasons. Fird, there have been few random
assgnment sudies of programs with time limits. Second, the studies that have been conducted looked at
programs in which time limits were combined with other features, such as earnings disregards and man-
datory employment services, making it impossible to assess the impacts of time limits done.

Employment and Welfare Use

Pacing a time limit on wefare receipt could affect people's behavior in severd ways. Fird,
people who are working and off welfare might be more likely to stay employed and off welfare to avoid
using up their months of digibility. Second, people who start receiving welfare might be persuaded to
find jobs and leave the rolls fagter for the same reason. Third, people might not respond to time limits a
al until their benefits are cancded, a which point they might be more likely to go to work to replace
their logt income.

Some evidence is available on the second and third scenarios, athough with one exception the
Sudies discussed here were not designed to isolate the impacts of time limits from the impacts of poli-
cies implemented in combination with them. Moreover, no random assignment studies have been de-
sgned to determine whether time limits affect people who are not receiving wefare, dthough those ef-
fects could be considerable?

It appears that time limits can induce some people to go to work or leave welfare even before
they reach the limits, though effects of this kind are probably not very large. In Connecticut, Delaware,
Florida, and Virginia, wefare reform initiatives that induded termination time limits have been examined
in random assgnment studies; in each case, the control group was subject to the prior AFDC rules,
which often included requirements to participate in employment-related activities but did not include time
limits®

The studies found that dl four programs increased employment during the period before anyone
had reached the time limits, but it is impossible to say to what extent these impacts were driven by the
time limits as opposed to other program features (such as enhanced earned income disregards and em-

ployment services). Moreover, in each case the impact on employment was no larger than the impacts
of many of the programs discussed in Chapters 2 and 3, which did not include time limits In addition,

*None of the random assignment studies conducted to date were designed to assess whether time limits deter
people from applying for welfare benefits. The studies can measure impacts only after people are randomly assigned
to aprogram or a control group, and random assignment generally takes place when people have already applied for
or begun to receive benefits.

*The Connecticut and Florida programs, which were studied by MDRC, are described in Appendix B. For infor-
mation on the Delaware study, see Fein and Karweit, 1997. For information on the Virginia study, see Gordon and
Agodini, 1999.

“It is important to note that the time-limited programs had a higher hurdle to clear than the earlier programs be-
cause in most cases control group members were required to participate in employment-rel ated activities.



in dmogt dl the study Sites, program group members were ro more likely than control group members
to leave welfare in the period before anyone reached the time limits, suggesting that few people left wel-
fare more quickly in order to save or bank their remaining months of digibility.

On the other hand, it is important to note that dl four programs included not only time limits but
aso enhanced earned income disregards (that is, disregards higher than those available under AFDC
rules). It is quite possible that different program features worked in opposte directions — specificdly,
the disregards may have kept some people on welfare longer, while other program features (perhaps
including the time limits) spurred other people to leave wefare faster — and therefore resulted in a
“wagh” overdl.” There is nonexperimental evidence suggesting that some families in Florida left welfare
to consarve their months of benefits before reaching the time limit.> Similarly, experimenta results from
the study of the Vermont program — the Welfare Restructuring Project (WRP) — indicate that some
people went to work or left welfare in anticipation of a work-trigger time limit.” Implementation studies
have found that different programs send very different messages about whether recipients should try to
leave welfare quickly in order to save some of their months of assstance, and these messages may af-
fect the programs impacts on employment and welfare use during the period before program group
members begin reaching the time limit.

What happens when families benefits are terminated at the time limit? Not surprisingly, the
Connecticut and Florida programs — Jobs First and the Family Transition Program (FTP),2 respec-
tivdly — darted to reduce welfare receipt after families began to reach the time limit. But did the
dimination of benefits cause people to go to work? Follow-up studies of people who have reached time
limits (discussed in detail below) have found that some people who were not employed when ther
benefits were canceled subsequently began working, but in such studies there is no way to determine
whether these people would have become employed without the time limit.° The best way to examine
thisissue is to look a the impacts of time-limited welfare programs over time, including a period before
anyone had reached the time limit and a period after at least some families had done so. Figure 4.1 does
this, showing results from Jobs Fird and FTP, the only programs to be examined in random

°It is also important to note that in all the studies some control group members mistakenly believed that they
were subject to some form of time limit, thus reducing the chance of detecting impacts in the period before any fami-
lies reached the limits.

®Grogger and Michal opoul os, 2000.

"The study included three research groups: a program group that was subject to a 30-month work-trigger time
limit and was eligible for an earnings supplement in the form of an enhanced earnings disregard (along with other
changes in welfare rules), a second program group that was eligible for the supplement only, and a control group that
was ineligible for the supplement and was not subject to a time limit. The group with both the time limit and supple-
ments had a modestly higher employment rate and alower rate of welfare receipt than the group with the supplements
only, even before people began reaching the 30-month point (the impacts grew larger after people were required to
work).

8FTP was a pilot program that operated in Escambia County. Florida's statewide welfare reform, implemented in
1996, is based on FTP but differs from it in key ways. Thus, the FTP results are not necessarily indicative of the im
pacts of the statewide program.

°Even in a study of time limits that includes a control group, it is unclear which members of the control group
(which is not subject to time limits) should be included in the group against which the program group members who
have reached the time limit are compared.
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Figure4.l

Theimposition of timelimitsdid not markedly affect impacts on employment
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SOURCE: Published reports from the program eval uations and new MDRC analyses. See Appendix A for
full citations.

NOTES: The bars show results for all those who were receiving welfare at the point of random assignment
or had ever received welfare prior to random assignment.

In the FTP and Jobs First studies, Quarter 1 isthe first quarter after random assignment. The year
prior to the time limit includes Quarters 4 through 7 for FTP and Quarters 3 through 6 for Jobs First. The
year after the time limit includes Quarters 9 through 12 for FTP and Quarters 8 through 11 for Jobs First.

All four impacts on employment are significantly different from zero at the 1 percent level.



assgnment studies that tracked families beyond the point where program group members began reach
ing atermination time limit.

At the point when families began reaching their respective programs time limits (two years after
random assgnment in FTP and 21 months after random assgnment in Jobs First), the programs had
impacts on employment of between 6 percentage points and 10 percentage points. Jobs Fird’s impact
on employment was no larger after families began to reach the time limit than it was before. But thisis
largely because dmogt al the parents in the families whose benefits were canceled were already work-
ing before they reached the limits (most who were not working were granted extensons). In fact, many
of the working recipients whose benefits were cut off a the time limit would have logt digibility for wel-
fare earlier had it not been for Jobs First’s generous earnings disregard. That is, the disregard caused
people to use up their months of benefit receipt faster than they otherwise would have, an unfortunate
side effect of combining generous earnings disregards with time limits*

In Florida's pilot program, where fewer extensions were granted, the employment impacts ap-
peared to grow somewhat when families began reaching the limit but later declined (not shown in the
figure). In other words, there is little evidence that reaching the time limit caused alarge number of peo-
ple to go to work. It is worth noting, however, that only a relaively smal percentage of familiesin FTP
actudly reached the time limit during the study period. In addition, asin Jobs First, a substantid fraction
of those in FTP who reached the time limit were dready working by the time their berefits were cut off.

Income

When Congress and the states imposed time limits on welfare receipt, there arose consderable
concern that time limits would cut off the benefits of people who could not replace cash assistance with
other income. If this concern were founded, time limits would make families worse off financidly and
might increese their materia hardship.

Severd sudies have examined the circumstances of families who have reached time limits and
no longer recelve wefare. Although these studies provide important descriptive informetion (see Box
4.1), they offer little evidence on the impact of time limits because there is no way to know how these
familieswould have fared had they not been subject to atime limit.

Once again, it is useful to examine the results of the random assignment studies of Connecticut’s
statewide Jobs Firgt and Florida's pilot FTP. The left pand of Figure 4.2 shows the effects of the two
programs on average combined income from earnings, cash assstance, and Food Stamps for two peri-
ods. the year before anyone reached the programs time limits and the last year for which data are avail-
able. In Jobs First, about 30 percent of program group members had reached the time limit by this point
(most of the others had |eft welfare, at least temporarily, and had not yet accumulated 21 months of as-
sstance); in FTP, only about 17 percent of program group members had reached the limit. Neverthe-
less, the impacts in the figure refer to al recipients, whether or not they reached the time limit. The

%In addition, with both a disregard and a time limit in place, staff may face the following dilemma: Should they
urge recipients to leave welfare quickly in order to “bank” their available months, or should they market the disregard,
of which working families can take advantage only by staying on welfare longer?
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Box 4.1

What Happens After Families Reach Time Limits?

As noted earlier, only in a few states have substantial numbers of families reached time limitson
their welfare benefits. Several of those states, including Connecticut, Horida, Massachusetts,
North Carolina, South Carolina, Utah, and Virginia, have conducted follow-up surveys of recipients
whose benefits were cut off at time limits. In these studies, former recipients were typicaly inter-
viewed at least six months after their benefits were cut off.

What happened to families after they reached time limits depended on the design and implementa-
tion of the limitsin each state. For example, the Connecticut study found that more than 80 percent
of those surveyed were employed six months after benefit termination — a much higher percent-
age than in the other states. This discrepancy is largely due to the fact that Connecticut granted
benefit extensions to most recipients who were not employed when they reached the limit, while
the other states granted fewer extensions.

In general, the studies indicate that many former welfare recipients (some of whom had been
working before they reached the limit) worked in the period after their benefits were cut off, but
many also relied heavily on Food Stamps, housing assistance, and financial and other support from
family and friends. Most of these families were struggling financialy, but not necessarily more so
than families who left welfare for other reasons. Instances of extreme deprivation, such as home-
lessness, have been rare, but it is far too early to draw definitive conclusions about how families
fare after time limits— particularly in aweaker economy.

results for Minnesotal's Family Investment Program (Full MFIP; see Chapter 3) are included for com-
parison only; that program did not include atime limit.

As shown in Figure 4.2, Jobs Firgt substantidly increased average income during the period be-
fore anyone reached the time limit. This result has nothing to do with the time limit itsdlf; the income gain
was driven by the program’s generous earned income disregard. In fact, the gain was even larger than
that of MFIP, probably because Jobs First’s disregard was more generous.

Imposing the time limit substantially reduced Jobs First’s impact on average income for welfare
recipients. Nevertheless, the average income in the program group was no lower than that in the control
group, even after the time limit began to be imposed. This result may reflect the way Jobs Fird’s time
limit was implemented. Virtudly everyone who reached the time limit but earned less per month than a
gandard wdfare grant for their family sze was given a Sx-month extenson of welfare benefits. In other
words, most people who logt benefits because of the time limit were earning so much that they would
not have been digible for welfare under AFDC rules in any case. Thus, people who lost benefits be-
cause of the time limit lost a great ded of money, but their income was only reduced to what it would
have been under the old rules. And most people who earned little enough to remain on welfare under
AFDC were allowed to continue receiving assistance under the welfare reform program.

Not shown in the figure, however, are indications that some families (perhaps the few whose
grants were cancded despite their not having jobs) lost income as a result of being in Jobs
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Figure4.2

The effects of time-limited welfar e programs on income
wer e greatly reduced by theimposition of time limits
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SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: In the FTP and Jobs First studies, Quarter 1 isthe first quarter after random assignment. The period
prior to the time limit includes Quarters 4 through 7 for FTP and Quarters 3 through 6 for Jobs First. The period
after the time limit includes Quarters 15 through 18 for FTP and Quarters 9 through 12 for Jobs First.

For MFIP, Year 1 beginsin Quarter 1 (the quarter after the calendar quarter of random assignment)
and ends in Quarter 4, and Y ear 3 includes Quarters 9 through 11. To express MFIP'sresultsin Year 3 in annual
terms, income in the three quarters was multiplied by 4/3.

The impact for Jobs First is significantly different from zero at the 1 percent level for the period prior
to thetimelimit and is not significantly different from zero for the period after the time limit.

Theimpact for FTP is significantly different from zero at the 10 percent level for the period prior to
the time limit and is not significantly different from zero for the period after the time limit.

Theimpact for MFIP is significantly different from zero at the 1 percent level in Years 1 and 3.



Firg, while others gained income. The different impacts on income for different groups of people are not
reflected in Figure 4.2 because, when the groups outcomes are averaged together, they cance each
other out.

The gtory is only dightly different in Horida. FTP increased average income only modestly be-
fore families began to reach the time limit. The rdatively smadl impact probably reflects the fact that
FTP's earnings supplement was less generous than Jobs First’s or MFIP's.™ It aso may reflect the fact
that FTP gaff did not srongly emphasize the financid incentive; daff sometimes urged working recipi-
ents to leave welfare dtogether in order to bank their remaining months rather than mix work and wel-
fare.

Even after the time limit, however, FTP — which granted many fewer time limit extensonsthan
Jobs First — did not result in sgnificantly lower average income for people in the program than for
people in the control group. There were also few impacts on outcomes reflecting materia hardship, such
as being evicted or not having enough money to buy food. This is partly because the families who
reached the time limit accounted for a fairly smal proportion of the full program group and, as in Jobs
Firg, many of them were working when they reached the time limit. In addition, some parents who en-
countered the time limit may have replaced lost income with additiona earnings. Again as in Jobs Fird,
however, there is evidence that a smal group of families in FTP lost income as a result of baeng in the

program.

Although the results for Jobs First and FTP are Smilar in many respects, other programs with
time limits could generate different results. For example, a program that combined a generous disregard
with amore grictly implemented time limit — that is, one in which few extensions were granted — might
reduce average income fter the time limit.

It is possible that the smdler effects of Jobs First and FTP on income after the time limit than
prior to it reflect not the effect of time limits but rather a genera pattern in which programs effects on
income disappear within three years. However, the effects of the Full MFIP program, which included
earnings supplements without a time limit, contradict this explanation. For long-term welfare recipients,
Full MFIP increased family income by about $1,200 per year at the end of both the first and third years
of the follow-up period.

Children’s Outcomes

The study of Florida's FTP program is the only completed study to date that measured the im+
pacts of a time-limited welfare program on children. In generd, FTP had few effects, positive or nega-
tive, on dementary school-aged children. However, asin the study of Canada s Sdlf- Sufficiency Project
(SSP; see Chapter 3), there was some evidence of negative effects for adolescents: Adolescentsin the
program group performed worse in school than their control group counterparts; again, the reason may

"Florida’s disregard was actually fairly generous, but its impact was weakened by the state’ s relatively low wel-
fare grant levels. For example, someone earning $800 per month would be able to disregard more of their eamingsin
Florida than in Minnesota, but in Florida the remaining earnings would be sufficient to make them ineligible for wel-
fare, whilein Minnesota they would not.



be lower parental supervision in the program group. In addition, FTP had a surprising pattern of nega-
tive impacts on children whaose families were least at risk of long-term welfare receipt when they entered
the program, despite the fact that parents in these families experienced the largest gains in employment
and earnings aswell asagain in income.

Time Limits: Key L essons

Little is known about the effects of time limits. The following are emerging lessons.

Random assgnment studies of programs with time limits suggest thet the limits did
not subgtantialy increase employment among wefare recipients, although these
studies may not capture the limits' full effects.

There is some evidence that time limits caused people to leave wefare more quickly
than they would have otherwise in order to save their remaining months of wedfare
eigibility, but this effect was probably not large.

Two studies found that programs with time limits ultimately had smdl impacts on the
average income of people who were subject to the limits, but most of these people
never actudly reached the limits. In addition, both programs appear to have re-
duced income for some families— possibly those who reached the time limits.

Follow-up surveys of families who left wefare owing to time limits have found that
many of them sruggled financidly and relied heavily on public assstance and family
and community supports. However, the same was true of many families who |eft
wefare for other reasons. At least in the short term, instances of extreme hardship
(such as homelessness) gppear to have been rare among families who left welfare
after reaching time limits.



Chapter 5

Conclusions and Policy Implications

This chapter reviews the generd patterns of findings described in the earlier chapters and dis-
cusses their implications for policy. To highlight the key points, Figure 5.1 focuses on three of the most
successful welfare reform initiatives examined in the monograph: Portland’'s JOBS program, which in-
cluded mandatory employment services but had no earnings supplements or time limits, Minnesota s Fulll
MF P program, which included mandatory employment services and earnings supplements but no time
limit; and Connecticut’s Jobs First program, which included mandatory employment services, earnings
supplements, and a time limit. The figure shows the impacts of each program on three outcomes. earn
ings, welfare benefits, and income from earnings and public ass stance (cash wefare benefits and Food
Stamps) combined.

All three programs were successful in some respects, but none had beneficid effects on dl out-
comes. For ingtance, the Portland program increased earnings and reduced cash welfare benefits.
Moreover, it appears that the welfare savings produced by the program will likely ouweigh its opera-
tiond codts, resulting in net savings for the government. But the program did not make participants much
better off financially.

Although the Full MFIP program increased earnings, it aso raised wedfare spending. Spedifi-
cdly, the program increased the number of people on welfare — athough it decreased the number who
used welfare as their sole source of support — and cost taxpayers about $8,000 more per family over a
five-year period than AFDC. However, unlike the Portland program, MFIP made participants better off
financidly, which led to a host of postive changes for families and children, including a lower incidence
of domestic violence (not discussed in this document) and higher school achievement among children.

Jobs Firgt offered a generous earnings supplement and, to control costs and limit increasesin
welfare use, imposed a time limit. Early in the follow-up period, Jobs First increased earnings, welfare
benefits, and income, as did MFIP. After people began reaching the time limit (and could no longer
benefit from the disregard), however, Jobs First lowered welfare benefits, as in Portland, and it no
longer had a positive effect on income. In addition, despite the fact that most people in Jobs First who
were not employed when they reached the limit received extensions, there are ndications that some
families in the program were worse off in the third follow-up year (Year 3) than they would have been
without the program (not shown in the figure). A key question (to be addressed in forthcoming reports
on Jobs First) is whether the temporary income boost generated favorable outcomes for children. FTP,
which shared some of the same generd features, had few overdl impacts on children’s well-being.

Are the trade-offs between higher income for families and higher costs for the government un
avoidable? Perhaps. Most welfare recipients are single mothers with low job skills, and few large-scae
educetion or training programs have been shown to help recipients obtain substantialy better jobs. Also
yet to be discovered are highly effective srategies for ensuring that such families receive the steedy child
support payments to which they are entitled. Thus, for now a least, policymakers must assume that
most welfare recipients who find jobs will earn low wages and receive limited financid support from the
fethers of their children.
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Figure5.1 (continued)

SOURCE: Published reports from the program evaluations and new MDRC analyses. See Appendix A for full
citations.

NOTES: The Portland and Jobs First samples include all those who were receiving welfare at the point of
random assignment or had ever received welfare prior to random assignment.

The MFIP sample includes only those who had received welfare for 24 of the 36 months prior to
random assignment.

Income includes earnings reported to state unemployment insurance systems, AFDC and TANF
payments, and the cash value of Food Stamp payments.

In all three studies, Quarter 1 isthe calendar quarter after random assignment, and Y ear 1 includes
Quarters 1 through 4. Y ear 3 includes Quarters 9 through 12 in Portland and Jobs First and Quarters 9 through
11in MFIP. To express MFIP's resultsin Year 3 in annual terms, earnings, welfare benefits, and income in the
three quarters were multiplied by 4/3.

The impacts for the following are significantly different from zero at the 1 percent level: Portland,
earnings and welfare benefitsin Years 1 and 3; Full MFIP, earningsin Year 1 and welfare benefits and income
inYears1and 3; Jobs First, earningsin Year 3, welfare benefitsin Years 1 and 3, and incomein Year 1.

The impact for the following is significantly different from zero at the 5 percent level: Jobs First,
earningsin Year 1.

The impact for the following is significantly different from zero at the 10 percent level: Full MFIP,
earningsin Year 3.

The impacts for the following are not significantly different from zero: Portland, incomein Years 1
and 3; Jobs First, incomein Year 3.



This redity, coupled with the findings of research to date, leads to a straightforward condusion:
Policymakers who wish to implement welfare reforms that both increase work and make families and
children better off will mogt likely have to provide some form of earnings supplementsin addition to the
EIC — which in turn will probably require additiona spending. Whether supplements are delivered as
earnings disregards or as supplements provided outsde the forma welfare system (the latter, which
seem less like wdfare, might be more viable paliticaly), the bottom line isthe same.

Furthermore, the reduction in income gains over time shown in Figure 5.1 for Jobs First suggest
that policymakers who wish to produce lasting gains in family income may have to implement programs
that provide earnings supplements over an extended period. Current federa rules provide states with
gtrong incentives to establish time limits on cash welfare assstance. If these rules remain in place, Sates
that aim to boost family income may have to use sate funds to supplement earnings. For example, sev-
erd dates currently put time limits on cash assistance receipt but “stop the clock” during months in
which the recipient is working. Another strategy is to provide earnings supplements outside the welfare
system, asin SSP and New Hope.

As key provisions of the 1996 federd welfare law come up for reauthorization in the next yesr,
the attendant debate is likely to trigger a broad discussion about the future of policies for low-income
families. This debate — and the implementation of whatever new policies emerge as a result — can be
informed by rdiable evidence from the studies synthesized in this monograph and other studies con-
ducted in the past severd years. Although this research cannot define the goa's that shape the debate, it
can shed light on the consequences of dternative policy choices.
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Appendix B

Program Descriptions

Program Activities' Coverage and Mandatoriness® Sample and Site Characteristics®
SWIM Two-week job search workshop ~ Mandatory for welfare recipients Began in 1985
(San Diego) followed by Employment Work  with no children under age 6 Mostly applicants
Experience Program (EWEP) and 27% non-Hispanic white, 42% non-
job club; if no job after 13 weeks, Hispanic African-American, 26%
education and training assessment Hispanic
Welfare grant: $617 (1986)
Unemployment rate: 5.0%
GAIN Began in 1988
(Cdlifornia) Statewide program; evaluated in six
counties
Welfare grant: $694 (1989)
Alameda ABE if no high school diploma, Mandatory for welfare recipients Mostly African-American
lacked basic reading and math with no children under age 6 Unemployment rate: 4.4%
skills, or non-English-speaking;  Enrolled only long-term welfare
job search (initially job cluband  recipients
supervised job search) otherwise
Butte See Alameda Mandatory for welfare recipients Mostly applicants
with no children under age 6 Mostly white
Delayed enrolling many participants  Rura county
for several monthsto keep casesper  Unemployment rate: 8.0%
worker low
Los Angeles See Alameda Mandatory for welfare recipients 50% Hispanic, 35% African-
with no children under age 6 American
Enrolled only long-term recipients Unemployment rate: 4.6%
Riverside See Alameda Mandatory for welfare recipients Broad welfare history mix
Strongest employment focusof ~ with no children under age 6 50% white, 25% African-American
the six GAIN programs studied; Unemployment rate: 5.7%
encouraged people in need of
basic education to look for work
instead
San Diego See Alameda Mandatory for welfare recipients Broad welfare history mix and
with no children under age 6 racial/ethnic mix
Unemployment rate: 4.1%
Tulare See Alameda Mandatory for welfare recipients Mostly long-term recipients
with no children under age 6 50% white, 40% African-American
Agricultura county
Unemployment rate: 10.3%
Project Job search (often independent job Mandatory for welfare recipients Began in 1990
Independence  search) if completed 10" grade or With no children under age 3 Statewide program; studied in nine
(Florida) had recent work experience; counties

education and training otherwise

Mostly applicants

34% non-Hispanic white; 38% non-
Hispanic African-American; 22%
Hispanic

Welfare grant: $303 (1995)
Unemployment rate: 6.0%-8.0%
(depends on county)

(continued)



Appendix B (continued)

Program Activities Coverage and Mandatoriness Sample and Site Characteristics
NEWWS
AtlantaLFA  Job search (typicaly job club) Mandatory for welfare recipients Began in 1992
wasfirst activity for ailmost all with no children under age 3 Mostly long-term recipients
participants; if no job after job 90% African-American
search, shot-term ABE and Welfare grant: $280 (1993)
vocational training were most Unemployment rate: 6.2%
common activities
AtlantaHCD  ABE wasfirst activity formost ~ Mandatory for welfare recipients See AtlantaLFA
people without a high school with no children under age 3
diploma or GED; vocational
training or post-secondary
education was most common first
activity for others
Grand Rapids  Job search (typically job club) Mandatory for welfare recipients Beganin 1991
LFA was first activity for ailmost all with no children under age 1 Mostly long-term recipients
participants; if no job after job 50% white, 40% African-American
search, most common activity Welfare grant: $474 (1993)
was work experience Unemployment rate: 5.5%
Grand Rapids  ABE wasfirst activity for most ~ Mandatory for welfare recipients See Grand Rapids LFA
HCD people without a high school with no children under age 1
diplomaor GED; vocational
training or post-secondary
education was most common first
activity for others
Riverside LFA Job search (typically job club) Mandatory for welfare recipients Beganin 1991
wasfirst activity for ailmost all with no children under age 3 Few new applicants
participants; if no job after job 50% white, 35% Hispanic
search, most common activities Welfare grant: $624 (1993)
were job search and vocational Unemployment rate: 11.7%
training
Riverside HCD ABE wasfirst activity for most ~ Mandatory for welfare recipients See Riverside LFA
people with no children under age 3
Enrolled only those in need of basic
education
Columbus Education and training was first  Mandatory for welfare recipients Beganin 1992
Integrated activity for amost al participants with no children under age 3 Mostly long-term recipients
Integrated case management: One 50% white, 50% African-American
staff member managed both Welfare grant: $341 (1993)
income maintenance and Unemployment rate: 4.6%
employment and training
Columbus Education and training was first  Mandatory for welfare recipients See Columbus Integrated
Traditional activity for amost al participants with no children under age 3

Traditional case management:
Different workers managed
income maintenance and
employment and training
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Appendix B (continued)

Program Activities Coverage and Mandatoriness Sample and Site Characteristics
Detroit Long-term education and training Mandatory for welfare recipients Beganin 1992
encouraged for first half of study with no children under age 1 Mostly long-term recipients
period; job search emphasized for De facto voluntary Mostly African-American
second half of study period Welfare grant: $459 (1993)
Unemployment rate: 8.0%
Oklahoma Long-term education and training Mandatory for welfare recipients Began in 1991
City encouraged instead of job search  with no children under age 1 Almost al applicants
in most cases De facto voluntary 70% white, 30% African-American
Welfare grant: $324 (1993)
Unemployment rate: 5.6%
Portland ABE and training at discretion of Mandatory for welfare recipients Began in 1993
case managers for lessjob-ready; with no children under age 1 Mostly long-term recipients
job search for others; encouraged 80% white, 20% African-American
people to look for work until they Welfare grant: $460
found full-time jobs that paid Unemployment rate: 6.6%
more than the minimum wage and
provided fringe benefits
FTP Job search for those with higher  Mandatory for welfare recipients Began in 1994
(Florida) levels of education, basic skills,  with no children under 6 monthsold Operated in Escambia County
and work experience; education (Pensacola)
and training for most others 50% applicants; 50% recipients
Earnings supplement offered 50% white, 50% African-American
through enhanced earnings Welfare grant: $303 (1995)
disregard; first $200 of earnings Unemployment rate: 5.2%
disregarded, but welfare benefits
reduced by 50 cents for each
additional dollar of earnings
Time limit on welfare receipt of
24 or 36 months, depending on
job readiness
MFIP
(Minnesota)
Full MFIP Job search wasinitial activity for Employment services mandatory only Began in 1994
amost al participants if received welfare for 36 of previous Operated in seven counties
Earnings supplement offered Included welfare recipientswithno ~ 40% long-term recipients, 40%
through enhanced earnings children under age 1 applicants
disregard; earnings up to 38% of 65% white, 35% African-American
the dollar value of welfare plus Welfare grant: $532 (1994)
Food Stamp benefits disregarded, Unemployment rate: 4.2%
but benefits reduced by 62 cents
for each additional dollar of
earnings
MFIP Earnings supplement described  Included welfare recipientswithno  See Full MFIP
Incentives under Full MFIP children under age 1
Only

(continued)



Appendix B (continued)

Program

Activities

Coverage and Mandatoriness

Sample and Site Characteristics

Jobs First
(Connecticut)

Job search was first activity for
most participants

Earnings supplement offered
through enhanced earnings
disregard; earnings below federal
poverty level disregarded, but
entire welfare benefit eliminated
if earnings exceeded federal
poverty level

Time limit on welfare receipt of
21 months, although many
exemptions and extensions
granted

Mandatory for most welfare
recipients

Exemptions for those least likely to
be able to work

Began in 1996

Statewide program evaluated in New
Haven and Manchester

40% applicants

40% white, 40% African-American
Welfare grant: $543 (1998)
Unemployment rate: 5.4%

WRP
(Vermont)
WRP Recipients required to work after  All welfare recipients randomly Beganin 1994
30 months of welfare receipt assigned Statewide program; studied in six
Modest work supports offered in  Recipients with children under 18 welfare districts
the form of enhanced earnings ~ Months old exempt from the work Nearly 100% white
disregard and larger child care reguirement Welfare grant: $640 (1993)
and health insurance subsidies for Unemployment rate: 4.7%
those who left welfare for work
WRP Work supports described under  All welfare recipients randomly See Full WRP
Incentives Full WRP assigned
Only
SSP
(Canada)
SsP Generous earnings supplement Offered to arandomly selected group Began in 1992
equal to one-half the difference  of people who had been onwelfare  Operated in New Brunswick and
between earnings and a target for one year or more; fewer than 1 lower mainland of British Columbia
level of earnings for peoplewho  percent of those asked refused to join  10% First Nations ancestry
left welfare for full-time work; the study 13% foreign-born
supplement was available for up Welfare grant: $Can 1,131 in British
to threeyears Columbiaand $Can 747 in New
Brunswick (1992)
Unemployment rate: 10.5% (British
Columbia), 12.8% (New Brunswick)
SSP Plus SSP' s earnings supplement Offered to asmall, randomly selected Began in 1995

Voluntary employment-related
services including job club, job
coaching, post-employment
services, and miscellaneous
workshops

group of long-term welfare recipients
in New Brunswick; few refused to
join the study

Operated in New Brunswick
5% First Nations ancestry 25%
French-speaking

Welfare grant: $Can 747 (1992)
Unemployment rate: 11.5%

(continued)



Appendix B (continued)

Program Activities Coverage and Mandatoriness Sample and Site Characteristics
New Hope Work supportsincluding earnings Voluntary program offered to Beganin 1994
(Milwaukee)  supplement, child care subsidies, familiesin two low-income Nearly 30% male

and subsidized health insurance; neighborhoods in which at least one  50% African-American, 25%
offered to low-income familiesin parent indicated willingness to work  Hispanic

which one parent worked 30 at least 30 hours per week 40% employed at random
hours or more per week assignment
Community service jobs available Unemployment rate: 6.5%

for parents who wanted to work
full time but could not find work

Jobs-First Job club was initial activity for ~ Mandatory for welfare recipients Began in 1996

GAIN amost everyone with no children under age 3 75% long-term recipients, 25% short-
(LosAngeles)  Frequent use of financial term recipients
sanctions (welfare grant 45% Hispanic, 30% African-
reductions) American, 15% white

Welfare grant: $594 (1996)
Unemployment rate: 8.2%

'ABE, which stands for adult basic education, includes remedial instruction in readi ng and math, General Educational
Development (GED) exam preparation, and English as a Second Language (ESL) classes.

%n most of the studies of mandatory programs, people who were not required to participate in the programs were not included
in the studies. The information presented in this column is not a complete listing of al client categories that were exempt from
the mandates.

*The information in this column generaly refers to the study, not the program. For example, the start date refersto the year in
which random assignment for the evaluation began. The data on the proportion of welfare applicants/recipients and the ethnic
breakdown refers to the research sample for the evaluation, not the general welfare caseload. The unemployment rate presented
isfor the year in which random assignment began. The welfare grant amounts shown are for afamily of three.



Appendix C

Program Impacts

How Welfare and Work Policies Affect Employment and Income

Programswith Mandatory Employment Services: | mpacts

Appendix TableC.1

on Employment, Earnings, Welfare Receipt,
Welfare Benefits, and Total |ncome

Year 1l Year 2 Year 3
Control Control Control
Program and Subgroup Group Impact Group Impact Group Impact
SWIM (sample size = 2,850)
Ever employed (%) 394 11.0 *** 39.2 9.2 *** 39.3 6.8 ***
Earnings (%) 2,267 400 ** 2,937 780 *** 3,494 564 **
Received welfare (%) 934 -1.3 74.0 -8.0 *** 61.6 -6.5 ***
Welfare benefits (%) 6,898 -671 *** 5,562 -862 *** 4,708 =707 ***
Income ($) 9,165 -271 8,499 -81 8,202 -142
Project Independence (sample size = 9,785)
Ever employed (%) 504 3.8 *** 50.1 2.4 ** n/e n/e
Earnings ($) 2,242 407 *** 2,910 258 ** n/e n/e
Received welfare (%) 91.8 -2.1 **x 78.8 -4.7 *** nle nle
Welfare benefits (%) 3,088 -266 *** 2,562 =217 *** n/e n/e
Income ($) 8,176 19 7,948 -89 n/e n/e
GAIN Evaluation Programs
Alameda (sample size = 1,205)
Ever employed (%) 279 17 26.9 5.4 ** 275 5.9 **
Earnings (%) 1,456 231 1,872 567 * 2,374 839 **
Received welfare (%) 98.0 -05 87.7 -2.0 77.3 -04
Welfare benefits (%) 8,409 -85 6,942 -205 5,797 -316
Income ($) 11,244 151 10,243 373 9,608 553
Butte (sample size = 843)
Ever employed (%) 39.9 05 36.6 8.9 ** 38.0 10.1 **
Earnings (%) 1,410 803 ** 1,947 1,391 *** 2,518 1,483 ***
Received welfare (%) 94.0 -0.4 72.4 13 56.0 34
Welfare benefits ($) 7,131 -30 5,065 13 3,680 105
Income ($) 9,566 879 ** 7,872 1,466 *** 6,981 1,669 ***
Los Angeles (sample size = 4,396)
Ever employed (%) 251 17 232 3.6 ** 22.6 3.3 **
Earnings ($) 1,585 -15 1,832 139 2,011 165
Received welfare (%) 97.7 -0.8 86.6 -3.6 *** 75.2 -2.2
Welfare benefits (%) 8,680 -361 *** 7,051 =424 *** 5,602 =277 **
Income ($) 11,725 -438 ** 10,324 -386 * 9,061 -211
Riverside (sample size = 4,640)
Ever employed (%) 314 20.2 *** 33.2 15.8 *** 34.2 10.1 ***
Earnings (%) 1596 1,323 *** 2,386 1,522 *** 2,746 1,187 ***
Received welfare (%) 92.2 -0.7 69.6 -6.7 *** 57.4 -4.5 **
Welfare benefits (%) 7,273 -877 *** 5,210 -851 *** 4,143 -657 ***
Income ($) 9,836 375 * 8,444 601 ** 7,760 463 *
(continued)
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Appendix Table C.1 (continued)

Year 1 Year 2 Year 3
Control Control Control
Program and Subgroup Group Impact Group Impact Group Impact
San Diego (sample size = 7,027)
Ever employed (%) 38.2 6.0 *** 39.3 5.4 *** 36.2 5.6 ***
Earnings ($) 2,436 398 ** 3,115 796 *** 3,398 750 ***
Received welfare (%) 96.4 -0.9 734 -19 63.7 -32*
Welfare benefits ($) 7,488 -369 *** 5,817 -526 *** 4,668 -348 **
Income ($) 11,004 7 9,971 198 9,084 359
Tulare (sample size = 2,088)
Ever employed (%) 409 -1.7 41.0 04 375 5.8 **
Earnings ($) 2,343 -221 2,797 110 2,722 693 **
Received welfare (%) 95.0 0.9 76.4 0.7 64.7 26
Welfare benefits ($) 7,643 229 5,961 148 4,886 -47
Income (%) 11,211 -24 10,006 241 8,849 635 *
NEWWS Evaluation programs
Atlanta LFA (sample size = 3,783)
Ever employed (%) 48 5 xx* 53 5 *** 56 4 **
Earnings ($) 2,157 386 *** 3,240 504 *** 3,961 508 **
Received welfare (%) 97 -1 80 -5 rxk 68 -5 xxk
Welfare benefits ($) 2,991 -168 *** 2,348 =244 *** 1,918 -172 ***
Income ($) 7,998 179 8,078 204 8,152 242
Atlanta HCD (sample size = 3,818)
Ever employed (%) 47.9 1 53 4 *x* 56 4 **
Earnings ($) 2,145 74 3,223 374 ** 3,943 466 **
Received welfare (%) 96.9 -1 80 -2 68 2%
Welfare benefits ($) 2,995 -162 *** 2,355 =191 *** 1,924 -155 ***
Income ($) 7,995 -113 8,073 182 8,146 269
Grand Rapids LFA (sample size = 3,010)
Ever employed (%) 53 10 *** 61 6 *** 65 b x*%
Earnings ($) 1,937 448 *** 3,063 421 ** 4,387 343
Received welfare (%) 97 -2 xE* 78 -7 *xE 62 -7 xx*
Welfare benefits ($) 4,563 -803 *** 3,450 =718 *** 2,578 -550 ***
Income (%) 8,737 -520Q *** 8,303 -443 ** 8,433 -339
Grand Rapids HCD (sample size = 2,990)
Ever employed (%) 53 6 *** 61 5 *x* 65 2
Earnings ($) 1,939 184 3,066 608 *** 4,390 412 *
Received welfare (%) 97 -1 78 -5 Hxx 62 -6 ***
Welfare benefits ($) 4,563 -401 *** 3,449 -567 *** 2,577 Y
Income (%) 8,738 -261 8,304 -52 8,435 -223
Riverside LFA (sample size = 6,611)
Ever employed (%) 35 17 *** 38 8 *** 41 B xx*
Earnings ($) 2,055 769 *** 2,816 602 *** 3,306 413 **
Received welfare (%) 93 0 69 -7 Kr* 58 -6 ***
Welfare benefits ($) 5,962 -655 *** 4,388 =758 *** 3,579 -623 ***
Income (%) 9,616 -53 8,537 -376 ** 8,065 -420 **
(continued)
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Appendix Table C.1 (continued)

Year 1 Year 2 Year 3
Control Control Control
Program and Subgroup Group Impact Group Impact Group Impact
Riverside HCD (sample size = 3,079)
Ever employed (%) 28 8 x** 31 7 ** 34 6 ***
Earnings ($) 1,303 257 * 1,951 217 2,182 498 ***
Received welfare (%) 94 0 73 -3 * 62 -5 xxk
Welfare benefits ($) 6,403 -526 *** 4,859 -624 *** 4,067 =715 ***
Income ($) 9,416 -410 ** 8,289 -579 *** 7,601 -478 **
Columbus Integrated (sample size = 4,198)
Ever employed (%) 60 0 63 2% 65 3 **
Earnings ($) 3,008 56 4,095 520 *** 5,147 435 **
Received welfare (%) 97 -1 70 -3 ** 56 -7 xx*
Welfare benefits ($) 3,517 -333 *** 2,465 =377 *** 1,812 -401 ***
Income (%) 9,417 -437 *** 8,821 -104 8,675 -243
Columbus Traditional (sample size = 4,208)
Ever employed (%) 59 0 63 2 65 3*
Earnings ($) 3,003 124 4,088 421 ** 5,141 345
Received welfare (%) 97 0 71 -2 56 -4 xxk
Welfare benefits ($) 3,521 -256 *** 2,470 -262 *** 1,816 -285 ***
Income (%) 9,419 -257 * 8,823 -2 8,677 -110
Detroit (sample size = 4,328)
Ever employed (%) 40 1 52 2 59 3 **
Earnings ($) 1,404 123 2,749 419 ** 4,181 605 ***
Received welfare (%) 98 0 86 -3 ** 75 -6 ***
Welfare benefits ($) 5,076 -61 4,160 =212 *** 3,426 -296 ***
Income ($) 9,205 17 9,348 100 9,740 120
Oklahoma City (sample size = 3,277)
Ever employed (%) 53.2 -0.5 53.3 -1.3 53.6 -1.9
Earnings ($) 1,569 82 2,135 133 2,748 24
Received welfare (%) 83.4 -1.6 61.0 -32* 49.5 32 ¢
Welfare benefits ($) 2,639 -151 ** 1,884 -162 ** 1,433 -153 **
Income ($) 6,527 =77 5,925 -121 5,877 -215
Portland (sample size = 5,422)
Ever employed (%) 471 10.6 *** 49.0 13.0 *** 525 11.4 ***
Earnings ($) 2,204 719 *** 3271 1,289 *** 4,124 1,426 ***
Received welfare (%) 93.8 -0.4 69.2 -8.7 *** 539  -11.5 ***
Welfare benefits ($) 4,357 -534 *** 3,150 -803 *** 2,401 -814 ***
Income (%) 9,183 -69 8,508 189 8,178 319
LA Jobs-First GAIN (sample size = 15,122)
Ever employed (%) 432 109 49.9 8.0 n/a n‘a
Earnings ($) 2,401 785 *** 3,877 880 *** n/a n‘a
Received welfare (%) 98.1 -0.5 80.3 4.1 n/a n‘a
Welfare benefits ($) 5,838 -444 *** 4,315 -547 *** n/a n‘a
Income (%) 10,436 161 *** 9,923 139 *** n/a n‘a
(continued)



Appendix Table C.1 (continued)

SOURCES: MDRC calculations from unemployment insurance (Ul) earnings records, AFDC records, and
Baseline Information Forms.

NOTES: All the dollar outcome levels are expressed as averages. For each outcome, the program group level
can be calculated by adding the impact to the control group level.

Results are for al those who had ever received welfare prior to random assignment.

Outcomes indicated as n/a were not measured.

Year 1 refers to the four quarters after the calendar quarter of random assignment.

Statistical significance levels are indicated as: * = 10 percent; ** = 5 percent; and *** = 1 percent.



How Welfare and Work Policies Affect Employment and Income

Programswith Earnings Supplements. I mpacts

Appendix TableC.2

on Employment, Earnings, Welfare Receipt,
Welfar e Benefits, and Total |ncome

Year 1 Year 2 Year 3
Control Control Control
Program and Subgroup Group I mpact Group I mpact Group I mpact
SSP (sample size = 4,961)
Ever employed (%) 25.3 4.4 *** 30.4 9.8 *** 325 7.2 ***
Earnings ($) 1,656 438 *** 2,398 940 *** 2,889 649 ***
Received transfers (%) 91.7 2.4 *** 78.9 7.6 *** 70.7 9.8 ***
Transfer payments ($) 7,127 530 *** 6,203 805 *** 5,335 800 ***
Income ($) 8,784 968 *** 8,601 1,745 *** 8,224 1,449 ***
SSP Plus Comparison? (sample size = 546)
Ever employed (%) 27.1 7.4 *** 33.9 12.3 *** 36.4 9.6 ***
Earnings ($) 1,309 574 *** 2214 1,031 *** 2,777 773 **
Recelved transfers (%) 91.7 2.2 77.9 6.8 *** 72.0 Q.7 ***
Transfer payments ($) 5,882 483 *** 5,077 692 *** 4,702 839 ***
Income ($) 7,190 1,057 *** 7,291 1,723 *** 7479 1,611 ***
SSP Plus (sample size = 550)
Ever employed (%) 27.1 10.7 *** 33.9 12.7 *** 36.4 11.3 ***
Earnings ($) 1,309 882 *** 2214 1,045 *** 2,777 1,055 ***
Received transfers (%) 91.7 1.2 77.9 6.2 ** 72.0 7.9 ***
Transfer payments ($) 5,882 512 *** 5,077 755 *** 4,702 711 ***
Income ($) 7,190 1,394 *** 7,291 1,800 *** 7479 1,766 ***
MFIP® (sample size = 1,780)
Ever employed (%) 32.8 13.3 *** 39.3 13.9 *** 44.7 11.5 ***
Earnings ($) 2,146 650 *** 3,650 865 *** 5,194 571 *
Received welfare (%) 90.7 1.7* 75.7 5.3 *** 63.6 7.6 ***
Welfare benefits ($) 7,238 616 *** 5,935 574 *** 4,908 614 ***
Income (%) 9,384 1,267 *** 9,585 1,439 *** 10,101 1,185 ***
MFIP Incentives Only® (sample size = 1,769)
Ever employed (%) 32.8 7.0 *** 39.3 36 * 447 36 *
Earnings ($) 2,146 198 3,650 -200 5,194 -191
Received welfare (%) 90.7 2.8 *** 75.7 8.0 *** 63.6 10.5 ***
Welfare benefits ($) 7,238 902 *** 5935 1,160 *** 4,908 1,165 ***
Income ($) 9,384 1,100 *** 9,585 960 *** 10,101 973 ***
New Hope (sample size = 624)
Ever employed (%) 77.3 11.2 *** 81.3 7.2 ** 81.4 23
Earnings ($) 4,910 925 ** 7,037 95 8,008 696
Received welfare (%) 98.5 0.5 73.1 -3.0 n‘a na
Welfare benefits ($) 4,569 -75 2,754 -289 n/a n‘a
Income ($) 13,083 1,315 *** 13,003 456 n/a n‘a
(continued)



Appendix Table C.2 (continued)

SOURCES: For SSP: Calculations from welfare administrative records, payment records from SSP's Program
Management Information System, and surveys conducted at random assignment and at the 18- and 36-month
follow-up points. For MFIP: MDRC calculations from unemployment insurance earnings records, AFDC records,
and Baseline Information Forms.

NOTES: All the dollar outcome levels are expressed as averages. For each outcome, the program group level can
be calculated by adding the impacts to the control group level.

For SSP: The sample includes only those who had received welfare in the month of random assignment
and in 11 of the previous 12 months. Y ear 1 refersto the year starting with the month of random assignment.

For MFIP: The sample includes only those who had received welfare in at least 24 of the 36 months prior
to random assignment. Y ear 1 refers to the four quarters after the calendar quarter of random assignment.

For New Hope: The sample includes all those who were receiving welfare at the time of random
assignment. Year 1 refersto the four quarters after the calendar quarter of random assignment.

Outcomes indicated as n/a were not measured.

Statistical significance levels are indicated as: * = 10 percent; ** =5 percent; and *** = 1 percent.

aThe SSP Plus Comparison group is the subgroup of people in SSP who were randomly assigned during
the period when random assignment for SSP Plus took place. During that period, a "three-way" random
assignment design was used; that is, each person who entered the study was assigned by chance to SSP, SSP Plus,
or the control group.

bY ear 3 data are for Quarters 1 through 3 only. To express dollar amounts in annual terms, earnings,
welfare payments, and income in the three quarters were multiplied by 4/3.



How Welfare and Work Policies Affect Employment and Income

Programswith Time Limits: Impacts on Employment,

Appendix Table C.3

Earnings, Welfare Receipt, Welfare

Benefits, and Total Income

Year 1 Year 2 Year 3
Control Control Control
Program and Subgroup Group I mpact Group I mpact Group Impact
FTP (sample size = 2,400)
Ever employed (%) 57.6 39* 60.0 7.6 *** 60.8 8.6 ***
Earnings ($) 2,461 200 3,182 648 *** 3,777 915 ***
Received welfare (%) 84.8 1.0 60.3 21 45.8 -4.8
Welfare benefits ($) 2,228 15 1,422 -108 935 -293
Income ($) 7,246 46 6,581 374 * 6,125 521 **
JobsFirst (sample size = 3,703)
Ever employed (%) 55.9 11.5 *** 61.6 9.3 *** 64.4 6.4 ***
Earnings ($) 3,520 313 ** 4,952 864 *** 6,564 730 ***
Received welfare (%) 90.4 3.6 *** 68.9 6.7 *** 55.0 S7.1 *FFx
Welfare benefits ($) 4,156 850 *** 3,278 383 *** 2,463 -515 ***
Income ($) 9,659 1,416 *** 9,948 1,362 *** 10,508 175
WRP (sample size = 2,474)
Ever employed (%) 434 6.8 *** 52.9 4.3 ** 58.2 11.2 ***
Earnings ($) 1,766 384 ** 3,274 151 4,595 575 *
Received welfare (%) 97.7 -0.5 78.4 -05 64.0 -05
Welfare benefits ($) 5,449 -147 4,030 -101 3,184 -358 ***
Income ($) 9,259 218 9,065 91 9,259 199
WRP Incentives Only (sample size = 1,243)
Ever employed (%) 434 45* 52.9 0.8 58.2 0.2
Earnings ($) 1,766 187 3,274 5 4,595 -69
Received welfare (%) 97.7 -1.9 ** 78.4 -39 * 64.0 -04
Welfare benefits ($) 5,449 -145 4,030 -102 3,184 -58
Income ($) 9,259 5 9,065 -87 9,259 -106

SOURCES: MDRC calculations from unemployment insurance earnings records, AFDC records, and Baseline

Information Forms.

NOTES: All the dollar outcome levels are expressed as averages. For each outcome, the program group level can

be calculated by adding the impact to the control group level.

Each sample includes al those who had ever received welfare prior to random assignment.

Year 1 refers to the four quarters after the calendar quarter of random assignment.

Statistical significance levels are indicated as: * = 10 percent; ** = 5 percent; and *** = 1 percent.
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Appendix D

Why Including the EIC Does Not Substantially Change
Program I mpacts on |ncome

The federal Earned Income Credit (EIC) — a refundable tax credit for low-wage workers — is
now the nation’s largest antipoverty program, with expenditures of more than $30 billion in 1999. Because
it is excluded from the calculations in this monograph, readers might wonder whether the estimates of the
programs  impacts on income are understated. The following table, which summarizes the impacts of the
Los Angeles Jobs-First GAIN program in the second year after random assignment (Y ear 2), implies that
they are not.' Similar calculations for other programs covered in this document also indicate that including
the EIC has little effect on the impacts on income.

How Welfare and Work Polices Affect Employment and Income

Appendix TableD.1

Impacts of L os Angeles Jobs-First GAIN on Employment,
Earnings, Income, and theEIC in Year 2

Program Control Difference
Qutcome Group Group (Impact)
Ever employed (%) 53 50.2 7.8 ***
Average annual earnings ($) 4,807 3,938 869 ***
Average income from earnings, cash 10,056 9,920 136
assistance and Food Stamps ($)
Estimated EIC minus payroll taxes ($) 412 342 70
Average income including estimated 10,468 10,262 206 *
EIC minus payroll taxes ($)
Samplesize 11,521 4,162

SOURCE: The Los Angeles Jobs-First GAIN Evaluation: Final Report on a Work First
Programin a Major Urban Center. 2000. Stephen Freedman, Jean Knab, Lisa Gennetian,
David Navarro. New York: MDRC.

NOTES: Statistical significance levels areindicated as. *** = 1 percent; ** =5 percent;
* =10 percent.

According to the table, people in Los Angeles Jobs-First GAIN were more likely to work in Y ear
2 of the follow-up period and earned $869 more, on average, than their counterparts in the control group.
When reductions in the program group’s welfare and Food Stamp benefits are accounted for, however,
the average income in the program group was not significantly higher than that in the control group.

Thistable contains data for recipients and applicants, unlike the datain Appendix Table C.1, which include
recipientsonly.



Moreover, accounting for the EIC did not substartially change this finding because the EIC gave amost as
much income to control group members asit did to program group members.

Two aspects of the EIC results may seem surprising. First, the EIC added only $412 to average
income in the program group and $342 to average income in the control group (equal to 9 percent of
average earnings in each group). This may seem like a small amount given that the EIC can equal as
much as 40 percent of annua earnings for a taxpayer with two or more children. Second, alding the
estimated EIC increased the program’s impact on income by only $70, raising it from $136 to $206.

Why does the EIC make so little difference to income? To answer this question, it isimportant to
understand the structure of the EIC, which is illustrated in the table below (the data shown are from the
1998 tax year because these data were used in the Los Angeles Jobs-First GAIN anaysis above).?

How Wefare and Work Polices Affect Employment and I ncome

Appendix TableD.2

EIC Benefit Calculation Structure

EIC as aPercentage

Annual Earnings ElIC Benefit of Earnings
For families with two or more children:
$1-$9,390 (phase-in range) 40% of earnings 40
$9,391-$12,259 (flat range) $3,756 31-40

$12,260-$30,095 (phase-out range) Decreases by 21 centsfor each dollar  0-31
of earnings above $12,260

For afamily with one child:
$1-6,680 (phase-in range) 34% of earnings A
$6,681-12,259 (flat range) $2,271 1934
$12,260-26,473 (phase-out range)  Decreases by 16 centsfor each dollar  0-19
of earnings above $12,260

There are severa reasons why the estimated EIC is equal to only a relatively small percentage of
each group’ s average earnings in the Los Angeles Jobs-First GAIN study:

More than 40 percent of the families had only one child and, as shown in the table above, the
EIC is equd to less than 40 percent of earnings for such families (34 percent if their earnings
are under $6,680 and even less than that if their earnings are higher).

The $4,807 earnings leve in the program group is an average that includes the 42 percent of
program group members who did not work during the year and therefore received nothing
from the EIC (nearly 50 percent of the control group had no earnings).

Among those who worked, a substantid fraction had earnings above the phase-in range. For
example, among families with one child, nearly half had earnings above the phase-in range —
23 percent in the flat range, 21 percent in the phase-out range, and 3 percent above the EIC

%For the 1999 tax year, the maximum EIC for afamily with two or more children was $3,816; the maximum EIC for a
family with one child was $2,312.



maximum. For all these families, the EIC was equa to less than 34 percent of earnings.
Among families with two or more children, 36 percent of workers had earnings above the
phase-in range and received an EIC of less than 40 percent of earnings.

The study’ s income analysis assumed that some families who were dligible for the EIC did not
receive it, a phenomenon observed in some nationa studies. The analysis also subtracted
payroll taxes, which partly offset the EIC. Accounting for federa and date income taxes,
which was not done in the Los Angeles Jobs-First GAIN study, would have reduced the
effect on income even further.

Findly, why did the EIC make so little difference to the impacts on income? Perhaps the most
important reason is that Los Angeles Jobs-First GAIN’s impacts on earnings, though large for programs
with mandatory employment services, were modest. Specifically, the average program group member had
$869 more in earnings than the average control group member. Even if al the workers in the study had
two children and had earnings in the phase-in range, the EIC would have added at most $348 (40 percent
of $869) to the program’s impact on income (not considering payroll or income taxes).

None of this implies that the EIC is not an important source of income for families moving from
welfare to work. For example, in 1998 a single mother with two children in Los Angeles would have
received about $9,984 from cash assistance and Food Stamps if she did not work. If she worked 35 hours
a week at ajob paying $6.50 per hour, her annua earned income would had been about $11,800. The EIC
(minus payroll taxes) would have added nearly $3,000 to the latter amount, leaving her with far more
income than if she did not work.
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