Executive Summary

National Evaluation
of Welfare-to-Work Strategies

How Effective Are Different Welfare-to-Work Approaches?
Five-Year Adult and Child Impacts for Eleven Programs

U.S. Department of Health and Human Services
Administration for Children and Families
Office of the Assistant Secretary for Planning and Evaluation

U.S. Department of Education
Office of the Deputy Secretary
Planning and Evaluation Service
Office of Vocational and Adult Education

November 2001

Prepared by:

Gayle Hamilton
Stephen Freedman

Lisa Gennetian

Charles Michalopoulos
Johanna Walter

Diana Adams-Ciardullo
Anna Gassman-Pines

Manpower Demonstration
Research Corporation

Sharon McGroder
Martha Zaslow
Surjeet Ahluwalia
Jennifer Brooks

Child Trends

with
Electra Small
Bryan Ricchetti

Manpower Demonstration
Research Corporation



The Manpower Demonstration Research Corporation (MDRC) is conducting the National Evaluation of Welfare-to-Work Strategies
under a contract with the U.S. Department of Health and Human Services (HHS), funded by HHS under a competitive award,
Contract No. HHS-100-89-0030. Child Trends, as a subcontractor, is conducting the analyses of outcomes for young children (the
Child Outcomes Study). HHS is also receiving funding for the evaluation from the U.S. Department of Education. The study of one
of the sites in the evaluation, Riverside County (California), is also conducted under a contract from the California Department of
Social Services (CDSS). CDSS, in turn, is receiving funding from the California State Job Training Coordinating Council, the
California Department of Education, HHS, and the Ford Foundation. Additional funding to support the Child Outcomes Study
portion of the evaluation is provided by the following foundations: the Foundation for Child Development, the William T. Grant
Foundation, and an anonymous funder.

The findings and conclusions presented herein do not necessarily represent the official positions or policies of the funders.

To obtain other publications from the NEWWS Evaluation, and for information on how to access the NEWWS Evaluation restricted
and public use data files, go to http://aspe.hhs.gov/hsp/NEWWS/index.htm.

Selected Publications from This Evaluation

Improving Basic Skills: The Effects of Adult Education in Welfare-to-Work Programs. Prepared by Johannes M. Bos,
Susan Scrivener, Jason Snipes, and Gayle Hamilton, MDRC. 2001. Washington, D.C.: U.S. Department of Education,
Office of the Under Secretary and Office of Vocational and Adult Education; and U.S. Department of Health and
Human Services.

Evaluating Two Approaches to Case Management: Implementation, Participation Patterns, Costs, and Three-Year
Impacts of the Columbus Welfare-to-Work Program. Prepared by Susan Scrivener and Johanna Walter, MDRC. 2001.
Washington, D.C.: U.S. Department of Health and Human Services, Administration for Children and Families and Office
of the Assistant Secretary for Planning and Evaluation; and U.S. Department of Education.

Do Mandates Matter? The Effects of a Mandate to Enter a Welfare-to-Work Program. Prepared by Jean Tansey Knab,
Johannes M. Bos, Daniel Friedlander, and Joanna W. Weissman, MDRC. 2001. Washington, D.C.: U.S. Department of
Health and Human Services, Administration for Children and Families and Office of the Assistant Secretary for Planning
and Evaluation; and U.S. Department of Education.

What Works Best for Whom: Impacts of 20 Welfare-to-Work Programs by Subgroup. Prepared by Charles
Michalopoulos and Christine Schwartz, MDRC. 2001. Washington, D.C.: U.S. Department of Health and Human
Services, Administration for Children and Families and Office of the Assistant Secretary for Planning and Evaluation;
and U.S. Department of Education.

The Experiences of Welfare Recipients Who Find Jobs. Prepared by Karin Martinson, MDRC. 2000. Washington, D.C.:
U.S. Department of Health and Human Services, Administration for Children and Families and Office of the Assistant
Secretary for Planning and Evaluation; and U.S. Department of Education.

Four-Year Impacts of Ten Programs on Employment Stability and Earnings Growth. Prepared by Stephen Freedman,
MDRC. 2000. Washington, D.C.: U.S. Department of Health and Human Services, Administration for Children and
Families and Office of the Assistant Secretary for Planning and Evaluation; and U.S. Department of Education.

Implementation, Participation Patterns, Costs, and Two-Year Impacts of the Detroit Welfare-to-Work Program.
Prepared by Mary Farrell, MDRC. 2000. Washington, D.C.: U.S. Department of Health and Human Services,
Administration for Children and Families and Office of the Assistant Secretary for Planning and Evaluation; and U.S.
Department of Education.

Oklahoma City’s ET & E Program: Two-Year Implementation, Participation, Cost, and Impact Findings. Prepared by
Laura Storto, Gayle Hamilton, Christine Schwartz, and Susan Scrivener, MDRC. 2000. Washington, D.C.: U.S.
Department of Health and Human Services, Administration for Children and Families and Office of the Assistant
Secretary for Planning and Evaluation; and U.S. Department of Education.

Do Mandatory Welfare-to-Work Programs Affect the Well-Being of Children? A Synthesis of Child Research
Conducted as Part of the National Evaluation of Welfare-to-Work Strategies. Prepared by Gayle Hamilton, MDRC.
2000. Washington, D.C.: U.S. Department of Health and Human Services, Office of the Assistant Secretary for
Planning and Evaluation and Administration for Children and Families; and U.S. Department of Education.

(continued on inside back cover)



This report is dedicated to the memory of Daniel Friedlander (1947-1999), an
adroit and insightful researcher of social programs and an enthusiastic and
dedicated colleague, mentor, and friend. Daniel was instrumental in developing
the research design for the NEWWS Evaluation, formulating its key research
questions, and developing the tools for analysis. Daniel’s unswerving
commitment to rigorous experimental research and to clear, precise writing is
an enduring inspiration to those who carry on his work.




Acknowledgments

This report rests on the commitment, cooperation, and hard work of hundreds of people in
dozens of agencies during the 12 years that the NEWWS Evaluation was conducted. Critical to the
evaluation was the support and assistance of state and local welfare department and other agency
administrators and staff in the study’s localities: the states of California, Georgia, Michigan, Ohio,
Oklahoma, and Oregon and the counties of Riverside (in California); Fulton (in Georgia); Kent and
Wayne (in Michigan); Franklin (in Ohio); Oklahoma, Cleveland, and Pottawatomie (in
Oklahoma); and Multnomah and Washington (in Oregon). The willingness of these staff to allow
their programs to be studied using an elaborate research design, to share insights into how their
programs were implemented, and to allow and facilitate detailed data collection was of crucial
importance. The following key staff are owed particular thanks:

in California — Bruce Wagstaff, Paul Nakashima, Paul Warren, Debra Gamble-Hojjatie,
Dana Heron, Chuck Morga, Janet Secco, and Karen Sutton; and in Riverside
County, Dennis Boyle, Marilyn Kuhlman, Ron Quinn, John Rodgers, Shirley
Smith, Barbara Black, Herman Copsy, Terry Welborn, Pat Virzi, John Harvey, and
Susan Ogden;

in Georgia — Michael Thurmond, Sylvia Elam, Linda Bryant, Veronica Carpenter-
Thomas, Doug Greenwell, Jeffrey Blankenship, Ed Nelson, Marti Colglazier,
Blanie Scroggins, and Susan Williamson; and in Fulton County, Ralph Mitchell,
Shirley Tate, Doretha Watkins, Gwen Bailey, Judy Byerly, Freda Carroll, Dallas
Chambers, Mary Parker, Linda Turner, and Nancy Chesna;

in Michigan — Gerald Miller, Marva Hammons, Dan Cleary, Gary Howitt, Leo
Greco, Steve Miller, Dick Hall, F. Robert Edwards, Dick Branch, Diana Clark,
Nancy Duncan, Charles Overbey, Nancy Colbert, Vicki Enright, John Weimer,
William Walker, and Marlene Hagans; in Kent County, Everett Vermeer, John
Cole, Jim Poelstra, Andy Zylstra, Ken VanLoo, John Rosendahl, Char Kramer, and
Marilyn Pennebaker; and in Wayne County, Samuel Chambers, Barbara Borden,
Johnnie Fox, Eda Fields, Princess Nunley, Richard Stylski, Barbara Allen, and
Kathleen Cook.

in Ohio — Michael Haas, Joel Rabb, Richard Deppe, Michael Koss, Scott
Kozlowski, Nancy Mead, and Brenda Newsome; and in Franklin County, John
Hahn, Leila Hardaway, Annette Mizelle, Toni Smith, and Georgianna Hayes.

in Oklahoma — Robert Case, Raymond Haddock, Susan Hall, Woody Hogue,
Sondra Jacob, Ann Kent, Stuart Kettner, Curtis Rachels, Debbie Toon, Paul
Walker, Jacque Lippel, and Sedelia Koper; and in Oklahoma, Cleveland, and
Potawatomie Counties, Judith Atkinson, Farilyn Ballard, Bill Bynum, Neil
Freeman, Carolyn Gault, Herbert Jones, Margaret Jones, Beverly Morris, Jim
Struby, David Reeves, and Margaret Thompson;

in Oregon — Kevin Concannon, Gary Weeks, Sandie Hoback, Stephen Minnich,
Jerry Burns, Debbie White, Susan Blanch-Kappler, Elizabeth Lopez, Ron Taylor,
Margaret Armantrout, Edward Buckner, Ward Kent, Larry Morris, Bob Putman,



Bill Barrong, and Rich Grace; in AFS District Two, Maureen Casterline, Jean
Stryker, Judith Brown, David Flock, Frank Gembinski, Erma Hepburn, Jean Pullen,
and Marge Reinhart; and in Multnomah and Washington Counties, Pat Adair, Rod
Brown, June Cook, Cathy Craner, Oren Cyphers, Hilda Davis, Bob Earnest, Carol
Eckel, Dorothy Fuller, Angel Grogen, Veda Latin, Bruce Lowry, Linda
Montgomery, Ann Picker, Kei Quitevis, Will Reinhart, Pam Ruddell, C. L.
Thames, Roger Zwemke, Jodi Davich, Mardica Hicks, Maureen Judge-Morris, Nan
Poppe, and Julie Wyckoff-Byers.

Gratitude is also due the members of the NEWWS Evaluation research samples. These
people shared detailed information about themselves and their children, thoughtfully completed
batteries of tests and indices, and, in many cases, opened their homes to enable researchers to
obtain particularly sensitive information and directly assess their children’s well-being. As
policymakers continue to seek new and better ways to increase employment among adult welfare
recipients, life families out of poverty, and foster poor children’s well-being, the information
pertaining to the study’s sample members and their families will provide much guidance for many
years to come.



Executive Summary

For the past 30 years, federal and state policymakers have been legislating various types
of programs to increase employment among welfare recipients. How people can best move from
welfare to work, however, has been the subject of long-standing debate. This report, summariz-
ing the long-term effects of 11 mandatory welfare-to-work programs on welfare recipients and
their children, represents a major advance in resolving this debate. The findings are the final ones
from the National Evaluation of Welfare-to-Work Strategies (NEWWS), a multi-year study of
alternative approaches to helping welfare recipients find jobs, advance in employment, and leave
public assistance.

“What works best, and for whom?” is the central question animating this report and the
NEWWS Evaluation as a whole. In particular, the evaluation compares the effects of two alterna-
tive pre-employment strategies, for different groups of welfare recipients: programs that empha-
size short-term job search assistance and encourage people to find employment quickly (referred
to as “Labor Force Attachment” [LFA] or, more broadly, “employment-focused” programs); and
programs that emphasize longer-term skill-building activities, primarily basic education (referred
to as “Human Capital Development” [HCD] or, more broadly, “education-focused” programs).
The effects of each approach are estimated from a wealth of data pertaining to over 40,000 single
parents (mostly mothers) and their children, and a five-year follow-up period (falling somewhere
between 1991 and 1999, depending on the site), using an innovative and rigorous research design
based on the random assignment of individuals to one or more program groups (with services) or
to a control group (without services).

I. Findings in Brief

The research designs that were implemented in the NEWWS Evaluation permit many
comparisons. The key ones examined the programs’ economic effects on adults and the “spill-
over” effects on noneconomic outcomes and child well-being, as summarized below.

Comparing All 11 Programs to What Would Have Happened in the Absence
of the Programs

e In the absence of any welfare-to-work program over a five-year follow-up pe-
riod, approximately three-quarters of single-parent welfare recipients found
jobs, and more than half left the welfare rolls. Few of the 11 studied programs
improved on this already-high rate of job-finding, but nearly all programs
helped single parents work during more quarters of the follow-up and earn
more than they would have in the absence of a program. Moreover, all pro-
grams decreased welfare receipt and expenditures over the five years.

e Measured combined income, however, was largely not affected: The programs
led to individuals’ replacing welfare and Food Stamp dollars with dollars from
earnings and Earned Income Tax Credits (EITCs), but the programs did not
increase income above the low levels of the control group.
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e The programs achieved their economic gains with few spillover effects on
such family measures as marriage, fertility, and household composition. Nota-
bly, the adults’ gains in self-sufficiency (defined as increased employment and
decreased welfare receipt) were achieved with few indications of harm or
benefit to the well-being of their children. This was particularly true for moth-
ers with young children, who in 1988 were newly mandated to participate in
programs. Because the new mandate’s implications for children were of con-
siderable concern at the time, these families were the subject of intense study
in this evaluation.

Comparing Labor Force Attachment (LFA) and Human Capital Development
(HCD) Programs

e By rigorously comparing LFA and HCD programs — versions of employ-
ment-focused and education-focused programs designed to magnify the differ-
ences between the two types of strategies and operated side by side in three
evaluation sites — it was found that the HCD approach did not produce added
economic benefits relative to the LFA approach.

e Moreover, the LFA approach moved welfare recipients into jobs more quickly
than did the HCD approach — a clear advantage when federally funded wel-
fare months are time-limited.

o Finally, the LFA approach was much cheaper to operate than the HCD ap-
proach and, at the same time, did not affect sample members’ overall finan-
cial well-being or their children’s well-being any differently than the HCD
approach.

e Surprisingly, these findings held true for program enrollees who lacked a high
school diploma or a General Educational Development (GED) certificate as of
study entry — the subgroup of welfare recipients who were expected to derive
the greatest benefit from an initial investment in basic education — as well as
for those who already possessed these education credentials.

Comparing Employment-Focused and Education-Focused Programs

e Dividing all 11 programs into two broad categories — employment-focused
programs and education-focused programs — programs in the former category
generally had larger effects on employment, earnings, and welfare receipt than
those in the latter category.

e Given the large number of programs examined and their variety of served
populations, implementation features, and labor markets, these results provide
more support for the advantages of employment-focused programs than for
education-focused ones.

These results should not be taken as an indictment of the benefits of education and train-
ing in general in welfare-to-work programs. Nonexperimental work done as part of the NEWWS
Evaluation has suggested that obtaining a GED and, especially, obtaining a GED and then receiv-
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ing some type of vocational training, can result in employment and earnings gains for those who
achieve these milestones.! However, in the context of mandatory welfare-to-work programs, few
people make it this far, for many reasons, including: people leave welfare and therefore do not
stay in welfare-to-work programs, and thus education or training classes, for very long; adults
supporting families cannot afford an up-front deferment of employment and earnings that may or
may not have a longer-run payoff; and only a small minority of welfare recipients report that, if
given a choice, they prefer to go to school to study basic reading and math over going to school
to learn a job skill or going to a program to get help looking for a job.” It should be noted as well
that none of these programs made assignments to or emphasized college.

The Features of the Most Effective Program

e One program — the Portland (Oregon) one — by far outperformed the other
10 programs in terms of employment and earnings gains as well as providing a
return on every dollar the government invested in the program.

e The Portland employment-focused program, unlike either the LFA or the HCD
programs or the other education-focused programs, initially assigned some en-
rollees to very short-term education or training and others (the majority) to job
search. Also, in another departure from the other programs, job search partici-
pants in Portland were counseled to wait for a good job, as opposed to taking
the first job offered. While other aspects of the Portland program, such as its
use of job developers and staff’s experience operating job search programs,
were also noteworthy, these distinctive features, along with other past re-
search, suggest that a “mixed” approach — one that blends both employment
search and education or training — might be the most effective.

Findings for Children

e Considering the six programs (three sites) in which children who were pre-
school age at random assignment were studied in depth, impacts were found
on a small number of measures of child well-being — predominantly in the
area of the young children’s social skills and behavior. Overall, the young-
child impacts differed more often by site than by welfare-to-work approach.

e Program effects on child care — one important way in which children might
be affected by welfare-to-work programs — diminished from the two-year fol-
low-up point to the end of the five-year follow-up. As of this latter point, only
the Portland program was still producing an increase in the use of child care.

'Johannes M. Bos, Susan Scrivener, Jason Snipes, and Gayle Hamilton, Improving Basic Skills: The Effects of
Adult Education in Welfare-to-Work Programs (Washington, DC: U.S. Department of Education, Office of the Un-
der Secretary and Office of Vocational and Adult Education; and U.S. Department of Health and Human Services,
Administration for Families and Office of the Assistant Secretary for Planning and Evaluation, 2001).

*See Gayle Hamilton and Thomas Brock, The JOBS Evaluation: Early Lessons from Seven Sites (Washington,
DC: U.S. Department of Health and Human Services, Administration for Children and Families and Office of the
Assistant Secretary for Planning and Evaluation; and U.S. Department of Education, Office of the Under Secretary
and Office of Vocational and Adult Education, 1994).
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e In the seven programs (four sites) in which a limited number of measures were
examined for children of all ages, few effects were evident. Some impacts,
however, were found relating to young adolescents’ academic functioning (but
in only two of the four sites for which data are available), and these impacts
on adolescents were predominantly unfavorable. As was the case for young
children, impacts on children of all ages did not differ by welfare-to-work
program approach.

Comparisons Shedding Light on Other Welfare-to-Work Program Design Issues

e Of the two programs with low enforcement of the participation mandate, one
had no impact on employment and earnings, and the other had only small ef-
fects. It appears that a minimum level of enforcement by program staff is re-
quired to produce at least moderate employment impacts, likely because this
extra “push” is needed in order to engage in program activities those who
normally would not participate on their own initiative.

e Two of the three programs that used “integrated,” as opposed to “traditional,”
case management worked well for those who entered the study without a high
school diploma or GED. In integrated case management, one worker fulfills
the responsibilities related to the payment of welfare and other benefits, nor-
mally performed by income maintenance staff, as well as the responsibilities
related to the provision of employment-related services, usually assigned to
welfare-to-work program staff. In traditional case management, each welfare
recipient has two different case managers. Two programs that implemented
different versions of well-funded and well-supported integrated case manage-
ment produced relatively large impacts for nongraduates; the third program,
which also used an integrated case management model but one that was ham-
pered by tight funding, had limited impacts.

The Limits of Pre-Employment Strategies

Average income levels among control group members over the five-year follow-up period
were low. Despite the successes of these programs, no program, not even Portland’s, met the
long-range goal of making enrollees substantially better off financially. Most program group
members continued to have low incomes from various combinations of earnings, the EITC, wel-
fare, and Food Stamps. In fact, among individuals who lacked a high school diploma or GED as
of study entry, some programs had the five-year result of making them financially worse off.
These findings suggest that the challenge of the future is to identify other types of programs or
initiatives that can provide welfare recipients with better and more stable jobs, increase their in-
come, and improve the well-being of their children.

II. Background

In 1988, the federal Family Support Act (FSA) established a system of mutual obligation
within the Aid to Families with Dependent Children (AFDC) benefit entitlement structure: Gov-
ernment was to provide education, employment, and support services to AFDC recipients, who in

ES-4



turn were required to participate in the Job Opportunities and Basic Skills Training (JOBS) pro-
gram created under that act. Through its mandates and incentives, the FSA encouraged state and
local program administrators to serve welfare populations with whom they had had little if any
contact in the past and to experiment with new types of services, messages, and mandates — of-
ten in advance of solid evidence of how well these innovations would work. For the first time,
most single parents with children ages 3 to 5 (or ages 1 to 5 at the state’s option) were required to
enroll in welfare-to-work programs. In addition, the FSA mandated that programs reserve at least
55 percent of funds for services to welfare recipients who were deemed to be at greatest risk of
long-term welfare dependency. Furthermore, the FSA required enrollees to participate in em-
ployment-preparation activities for as long as they remained on welfare and eligible for services.
Case managers were expected to monitor participation and to use a variety of informal and for-
mal responses (including reductions of welfare grants) when enrollees did not attend. In addition,
people were supposed to be assigned to additional activities if they completed participation in
employment-preparation activities without finding a job.

The expansion of welfare-to-work programs and the requirement to work with more dis-
advantaged populations intensified a long-standing debate among program administrators and
policymakers concerning how best to help welfare recipients — especially those facing serious
barriers to employment — move from welfare to work. Rigorous research in the 1980s demon-
strated that job search programs sped up the entry of welfare recipients into the labor market. Of-
ten, however, the jobs were neither long-lasting nor high-paying, and they did not increase family
income. Furthermore, the programs generally did not benefit the most disadvantaged welfare re-
cipients. During the years before passage of the FSA, administrators of welfare-to-work pro-
grams in several states and localities (most notably, California) began implementing programs
that emphasized up-front investments in basic education and skill development as an alternative
to job search. FSA regulations accelerated this trend by requiring states and localities to offer a
variety of employment-preparation activities, including job search, basic education (classes in
adult basic education, GED preparation, regular high school, and English as a Second Language),
and vocational training and post-secondary education.

Proponents of education-focused programs argued that this approach offered the best
chance of helping people — especially those who lacked a high school diploma or faced other
barriers to employment — to get better and more stable jobs, increase their family’s income, and
reduce returns to the welfare rolls. Some further hypothesized that education-focused programs
would benefit children more than job search programs, because parents who attended education
or training classes would become more involved in their children’s schoolwork and would serve
as role models for succeeding in school.

There was little evidence at the time, however, that large-scale mandatory education pro-
grams for welfare recipients would achieve these goals. It was expected that programs that empha-
sized education and training would engage participants for months and perhaps years longer than
programs that emphasized short-term job search assistance. As a result, education and training pro-
grams would be more costly to run than job search programs. To be considered cost-effective from
a budgetary standpoint, these programs would have to produce savings in welfare and other benefits
well in excess of what the less expensive job search programs would attain. Moreover, participants
in education and training programs were expected to experience an initial “opportunity” cost (com-
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pared with participants in employment-focused programs) in the form of forgone earnings during
the period when they were in the classroom rather than the workplace. It was hoped that participants
in education-focused programs would make up for such forgone earnings as well as their later start
in accumulating work experience and on-the-job skills by attaining better initial jobs and by ad-
vancing more quickly once employed than would otherwise be the case. However, it was not clear
whether the people who were expected to attend education and training would actually remain in
school long enough to attain credentials or enhance their job skills. This issue was especially crucial
for people entering welfare programs with low levels of educational attainment or without the
minimum literacy and math skills needed for employment.

The FSA also afforded program administrators an opportunity to address the shortcom-
ings of low-cost job search services. Many job search programs before the FSA required partici-
pants to look for work but provided little instruction on how to find employment. In contrast,
from the late 1980s onward, programs increasingly assigned enrollees to organized group job
clubs, whereby participants received instruction on finding job leads, filling out résumés, and
conducting job interviews. Many programs followed classroom instruction with one or more
weeks of supervised job search, during which they provided job leads and the use of phone
rooms to contact employers. Over time, program operators added new features to job club curric-
ula, including career exploration, life skills and time management instruction, and self-esteem-
building exercises. Some programs actively marketed their job placement services to area em-
ployers and engaged in job development activities to increase the pool of available jobs. Admin-
istrators also invested in new ways to communicate a pro-work message, although (as will be
discussed below) the types of messages differed. Finally, the FSA’s ongoing participation re-
quirement encouraged administrators to design follow-up activities (often short-term education
and training) for job search participants who did not find employment.

In general, implementing these enhancements made job search activities more costly to
operate, but not as costly as education-focused programs. It was hoped that these changes would
be cost-effective by helping more disadvantaged welfare recipients find work and by helping
people find employment sooner than they would have otherwise.

The most recent federal welfare reform effort, the 1996 Personal Responsibility and Work
Opportunity Reconciliation Act (PRWORA), replaced AFDC with a flexible, state-directed block
grant program, Temporary Assistance for Needy Families (TANF); set lifetime limits on most
families’ receipt of federally funded TANF assistance; and created financial incentives for states
to run mandatory, work-focused, welfare-to-work programs. If anything, TANF’s time limit, its
focus on work, and its requirement that agencies work with the entire welfare caseload brought a
new urgency to the question of which welfare-to-work approach was most effective.

In addition, both the FSA and PRWORA strengthened the requirement that single parents
prepare for employment in exchange for welfare benefits, and they extended this mandate to par-
ents with young children. These developments increased the importance of learning how welfare-
to-work programs affected families. To what extent would programs be able to involve mothers
who had young children? Would parents with toddlers and preschool-age children be able to find
stable, affordable, and high-quality child care while they participated in pre-employment activi-
ties and while they were working? Would child care prove a financial burden and a barrier to
employment after parents left government assistance? More generally, how would children be
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affected if there were program-induced changes in their mothers’ educational attainment, hours
of employment, or self-esteem; in their family income; or in the amount, type, or quality of child
care they experienced?

It was within this context that the NEWWS Evaluation was conceived and funded, in 1989,
by the U.S. Department of Health and Human Services (HHS), with support from the U.S. Depart-
ment of Education. The Manpower Demonstration Research Corporation (MDRC) conducted the
evaluation. Child Trends, as a subcontractor, conducted the Child Outcomes Study, the part of the
evaluation that examined effects on young children.

III. Program Approaches and Implementation Features

The programs in the NEWWS Evaluation implemented many of the features described
above. As shown in Table 1, the 11 programs in the NEWWS Evaluation were operated in
seven sites across the country. Employment-focused programs were operated in Atlanta, Geor-
gia; Grand Rapids, Michigan; Riverside, California; and Portland, Oregon. Atlanta, Grand
Rapids, and Riverside also operated education-focused programs, as did Columbus, Ohio (two
programs); Detroit, Michigan; and Oklahoma City, Oklahoma. The studied programs were ini-
tially administered under the FSA, which created the national JOBS program for recipients of
cash assistance under AFDC. The programs continued (with some modification) under the
FSA’s successor, PRWORA, which replaced AFDC with the TANF block grant program. Un-
der both welfare reform acts, the programs’ primary goal was to move welfare recipients off
government assistance and into paid work.

The four employment-focused programs — the LFA programs in Atlanta, Grand Rapids,
and Riverside as well as Portland’s program — assigned most enrollees to job club as their first
activity, and they encouraged enrollees to find work as quickly as possible. Further, both Port-
land’s and Riverside’s program employed full-time job developers to help place program enrol-
lees in unsubsidized jobs.

In contrast to the three LFA programs, however, Portland’s program offered GED prepa-
ration classes to people who case managers thought had a good chance of attaining a GED cer-
tificate relatively quickly. Furthermore, Portland case managers, more often than those in the
LFA programs, encouraged enrollees to hold out for jobs that paid well above the minimum wage
(about 25 percent higher) and that offered the best chance for long-lasting and stable employ-
ment. Case managers in the LFA programs, especially Riverside’s, stressed the value of starting
off with any job, even a low-paying one, and then advancing toward more stable and better-
paying jobs in the future.

The HCD programs in Atlanta, Grand Rapids, and Riverside; the Columbus Integrated
and Traditional case management programs;’ and the programs in Detroit and Oklahoma City

*For a full discussion of the results of the direct test of integrated versus traditional case management in the Co-
lumbus site, see Susan Scrivener and Johanna Walter, Evaluating Two Approaches to Case Management: Implemen-
tation, Participation Patterns, Costs, and Three-Year Impacts of the Columbus Welfare-to-Work Program (Wash-
ington, DC: U.S. Department of Health and Human Services, Administration for Children and Families and Office of

(continued)
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National Evaluation of Welfare-to-Work Strategies

Table 1

NEWWS Programs, Categorized by Approach, First Activity,
and Enforcement Level

Employment-focused approach Education-focused approach
Job search first Varied first activity Education or training first
High enforcement High enforcement High enforcement Low enforcement
Atlanta LFA Portland Atlanta HCD Detroit
Grand Rapids LFA Grand Rapids HCD Oklahoma City
Riverside LFA Riverside HCD
Columbus Integrated
Columbus Traditional

NOTES: “LFA” denotes the site’s Labor Force Attachment program.
“HCD” denotes the site’s Human Capital Development program.

can each be characterized as “education-focused.” A large percentage of program enrollees in
these programs were initially assigned to some type of skill-building activity. The types of ac-
tivities to which enrollees were first assigned depended, in part, on the level of educational at-
tainment that individuals had achieved prior to entering the program. Those who had not com-
pleted high school or received a GED certificate but who were assessed by case managers as
having high-school-level skills were assigned to GED preparation classes. Those with lower
reading or math levels were assigned to adult basic skills classes. In addition, non-English
speakers could be assigned to English as a Second Language (ESL) programs. Finally, those
who had completed high school or held a GED certificate could be assigned to vocational
training or employment-oriented skills courses at local community colleges. All in all, how-
ever, assignments to GED preparation or basic education courses predominated in these educa-
tion-focused programs, and assignments to vocational training programs were less common,
primarily as a result of welfare recipients’ low levels of educational achievement; enrollment
in college played an even smaller role.

Other key program features varied across the 11 studied programs as well. All four em-
ployment-focused programs and five of the seven education-focused programs can be considered
“high enforcement” programs: They worked with a cross-section of the welfare applicants and
recipients who were required to participate; monitored participation closely; and, especially in

the Assistant Secretary for Planning and Evaluation; and U.S. Department of Education, Office of the Under Secre-
tary and Office of Vocational and Adult Education, 2001).
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the two programs in Columbus and the two in Grand Rapids, frequently invoked sanctions (re-
ductions in welfare grants) for nonparticipation. The remaining two education-focused programs,
in Detroit and Oklahoma City, did not have these characteristics (because of either lack of funds
or program philosophy) and can be considered “low enforcement” programs.

The programs also differed in their child care policies and practices (within each site,
however, child care assistance policies were identical for program and control group members).
During the early to mid 1990s, the Atlanta, Oklahoma City, Portland, and Detroit programs pro-
vided the strongest staff support for arranging for child care, and the programs in Atlanta and
Oklahoma City emphasized the use of licensed care; in contrast, case managers for both River-
side programs encouraged enrollees to find low- or zero-cost, informal child care.

The programs also differed in their case management strategies. Three programs — Co-
lumbus Integrated, Portland, and Oklahoma City — implemented an integrated case management
staffing arrangement. The other programs used a traditional case management structure.

IV. Research Designs and Samples

The NEWWS Evaluation used a rigorous design — called a social experiment — to esti-
mate the effects of employment- and education-focused programs. Welfare recipients were ran-
domly assigned to one of two or three research groups, depending on the site.

As part of a largely unprecedented effort to determine which welfare-to-work program
approach works better, three sites — Atlanta, Grand Rapids, and Riverside — simultaneously
operated, expressly for the evaluation, two different programs: an LFA program and an HCD
program. These programs were multidimensional but varied in terms of the key features that pro-
gram operators and researchers thought most clearly differentiated employment- and education-
focused programs. Each type of program communicated a different message to welfare recipients
about the best route to employment, and each type differed from the other in the way program
services were sequenced and emphasized. The programs were, however, mandatory to the same
degree: Nonparticipants risked a reduction in their monthly welfare grant. In these three sites,
welfare recipients were randomly assigned to an LFA program group, an HCD program group, or
a control group. (Control group members were not subject to the participation mandate and re-
ceived no services through either type of program but, on their own, could seek out similar ser-
vices within the community.) This random assignment research design produces the most reliable
comparison between employment- and education-focused programs. It ensured that, within each
site, there were no systematic differences between the background characteristics of people in the
LFA, HCD, and control groups within each site when they entered the study. Thus, any subse-
quent differences in outcomes between groups — comparing either the LFA or the HCD group to
the control group, or the LFA and the HCD groups to each other — can be attributed with confi-
dence to the effects of a particular type of program. These differences, referred to as the pro-
grams’ impacts, are the primary focus of this report, and all differences reported are statistically
significant unless otherwise noted.

In the Columbus site, a three-group random assignment design was used as well. Here,
the two program groups represented two case management models: “integrated” and “tradi-
tional.” The remaining three sites in the evaluation — Detroit, Oklahoma City, and Portland —
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used random assignment to test the effectiveness of established programs, as opposed to pro-
grams designed to meet research protocols; individuals were randomly placed either in a group
that entered the program or in a no-program control group. Note that control group members in
all sites were eligible for child care assistance, similar to that offered to program group members,
if they were participating in nonprogram activities in which they had enrolled on their own.

In each site, individuals were randomly assigned to research groups over approximately a
two-year period. Random assignment for the evaluation began in June 1991, in Riverside, and
ended in December 1994, in Portland. Thus, the five-year results presented in this report cover
the calendar period of June 1991 (the first sample member’s entry into the study) through De-
cember 1999 (the last month of the five-year follow-up for the last sample member randomly as-
signed, in Portland).

The research designs that were set up in the seven NEWWS Evaluation sites permit many
comparisons. The key ones examine the programs’ economic effects on adults and the spillover
effects on noneconomic outcomes and children. The central comparisons may be expressed as
follows:

e Compared with what would normally happen in the absence of any type of
welfare-to-work program, how effective are employment- and education-
focused programs and, more narrowly, LFA and HCD programs? That is,
comparing outcomes for the program groups with outcomes for the control
groups, what are these programs’ net impacts?

e Compared with one another, which approach is more effective? For example,
comparing outcomes for the LFA and HCD groups directly (ignoring the con-
trol groups), what are the differential impacts of the two approaches?

o How effective are the programs for two key subgroups of welfare recipients
for whom employment- and education-focused approaches might be ex-
pected to work differently — namely, those who, as of study entry, had a
high school diploma or GED (“graduates”) and those who did not
(“nongraduates™)?*

It should be noted that while control group members were not exposed to the services and
mandates of the sites’ programs for the first three years of follow-up, their status differed by site
in the fourth and fifth years. For a few programs, net impacts for years 4 and 5 are understated
somewhat because a small portion of the control group (a subset of those still on welfare) re-
ceived program services toward the end of the five-year follow-up period. (In these sites, the
“start of the clock” for welfare time limits necessitated allowing control group members access to
welfare-to-work program services.) Importantly, however, this situation does not affect the re-
sults of direct comparisons of the LFA and HCD program approaches (that is, the differential

*The Riverside HCD program enrolled only individuals who did not have a high school diploma or GED, had
low scores on baseline reading and math tests, or did not speak English. Comparisons throughout this summary be-
tween the Riverside HCD and LFA programs or between the HCD and control group members include only such
individuals, and they are referred to as “nongraduates.”
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impacts). The three-group random assignment designs in the three sites in which the LFA and
HCD programs were operated side by side permit a direct comparison of these two approaches,
that is, one that does not need to take into account the services received by, or the behavior of,
control group members.

This report includes data from administrative records (unemployment insurance [UI],
state and county welfare payments, and Food Stamp data) and from surveys administered to
mothers and children over the five years after individuals entered the study.

V. Five-Year Effects on Use of Employment-Related Services and Costs

o All programs increased participation in employment-related activities rela-
tive to control group levels of self-initiated activity. Employment-focused
programs produced large increases in participation in job search activities,
and education-focused programs produced large increases in participation in
basic education classes.

Over the five-year follow-up period, a majority of control group members in each site (up
to 75 percent) participated in some type of employment-related activity: job search, basic educa-
tion, vocational training, or post-secondary education. Almost all of this activity was the result of
control group members’ own initiative; despite the potential in several sites for controls to be
subject to mandatory welfare-to-work programs at the end of the follow-up period, there is little
evidence that much control group participation in such programs did, in fact, occur. Some of this
self-initiated activity took place while control group members were receiving welfare; much of it
took place after they left the welfare rolls. In most sites, the most common activities in which
control group members enrolled themselves over the five-year period were vocational training
and post-secondary education programs.

All programs increased overall participation levels above those achieved by control group
members. The employment-focused programs increased participation in job search by approxi-
mately 30 percentage points relative to control group members. The education-focused programs
increased job search participation as well, but to a much lesser degree. Most education-focused
programs produced large increases in education and training relative to control group members.
Among those who entered the study without a high school diploma or GED (“nongraduates”),
increases were particularly large in basic education. Among those who entered the study with
these credentials (“graduates”), few programs increased participation in vocational training.
(While education-focused programs most commonly assigned graduates to vocational training
activities, rarely did program group levels of participation in such activities exceed those of the
control groups.) Increases in education and training participation in the employment-focused
programs were much less common and, where they did occur, were smaller than those in the
education-focused programs.

The Portland program, with its employment focus but mix of initial program activity as-
signments, produced five-year increases in both job search and education participation. While the
program produced large increases in job search participation for both nongraduates and gradu-
ates, it also resulted in a 10 percentage point increase (though not a statistically significant one)
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in basic education participation among nongraduates and a large, 21 percentage point increase in
post-secondary education participation among graduates.

Overall, program group members’ length of stay was longer in education and training ac-
tivities than in job search activities. For example, within the first two years of follow-up, the
typical participant in an adult education program received the equivalent of about two-thirds of a
year of instruction in a high school.’ Length of stay in any type of program activity was often cur-
tailed because program group members started working for pay and/or left welfare — the goals,
after all, of welfare-to-work programs.

Education-focused programs generally increased the proportion of nongraduates who ob-
tained a GED or high school diploma over the five-year follow-up period, whereas only the Port-
land program among the employment-focused programs had such an effect (though this increase
is not statistically significant). In addition, Portland had a notable increase in the proportion of
nongraduates who obtained a high school diploma or GED as well as a second education or train-
ing credential. Overall levels of high school diploma or GED receipt, however, were low: By the
end of the five-year follow-up period, less than one-quarter of initial nongraduates in the educa-
tion-focused program groups had obtained a high school diploma or GED. Among graduates,
only the two programs in Atlanta produced five-year increases in the receipt of some type of edu-
cation or training credential — generally, a trade license or certificate.

e As expected, education-focused programs cost more than employment-
focused programs over five years. Regardless of program approach, costs
were higher for individuals who entered the study already possessing a high
school diploma or GED (graduates) than for those who entered the study as
nongraduates.

The cost analysis considered all costs associated with providing employment services and
associated support services to sample members (including case management costs). Costs paid by
welfare departments and non-welfare agencies, and in-program as well as post-program or post-
welfare costs, were included.

Five-year net per-person costs (the gross cost per program group member minus the gross
cost per control group member) averaged $3,037 for the employment-focused programs and
$3,972 for the education-focused programs. (These are 1999 dollars.) The most reliable compari-
son of the costs of these two types of program approaches, however, is one comparing LFA and
HCD net program costs within each site. In Atlanta, Grand Rapids, and Riverside, HCD pro-
grams were 40 percent to 90 percent more expensive than their counterpart LFA programs.

NEWWS program costs were high compared with other programs that have been studied
by MDRC. This is largely because of the greater use in all the NEWWS programs of high-cost
education activities, such as post-secondary education and vocational training, relative to past
welfare-to-work programs; as well as the enhancements made to job search activities by most
NEWWS programs, relative to the above-described simple job search activities implemented in
the 1980s. The average cost of the NEWWS programs was comparable to that of the two highest-

>See Bos, Scrivener, Snipes, and Hamilton, 2001.
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cost California Greater Avenues for Independence (GAIN) programs, which operated in Alameda
and Los Angeles Counties in the late 1980s and early 1990s.

V1. Five-Year Effects on Economic Qutcomes for Adults

A. Employment and Earnings

e Most control group members worked at some point in the five-year follow-up
period, without the assistance of a welfare-to-work program.

At the high end, 88 percent of control group members (in Grand Rapids) were employed
at some point during the five-year follow-up period; at the low end, 79 percent (in Oklahoma
City) and 66 percent (in Riverside) worked during this same time frame. In addition to illustrat-
ing the strong interest that welfare recipients have in going to work — regardless of any welfare-
to-work program intervention — these figures suggest that there was little room left for programs
to increase the proportion of program group members who “ever” worked. Employment levels
for control group members grew steadily over the five-year follow-up period, although many
control group members worked for less than one year and then experienced a spell of joblessness.

e Nearly all 11 programs increased how much people worked and how much
they earned, relative to control group levels, but the four employment-
focused programs generally produced larger five-year gains in employment
and earnings than did most of the seven education-focused programs. Port-
land produced the largest, most consistent increases by far.

Not surprisingly, given the high levels of employment for control group members, pro-
grams generally had little effect on the percentage of sample members who “ever” worked. How-
ever, in 9 of 11 programs, the program group worked during more calendar quarters on average
than the control group; and in 9 of 11 programs, the program group averaged higher total earn-
ings than their control group counterparts.

Portland produced the largest, most consistent employment and earnings effects by far:
Over five years, program group members worked 1.6 quarters more than control group members
— a 21 percent increase in employment duration — and their average five-year earnings were
about $5,000 greater than those of control group members. (See Figure 1, which depicts the im-
pacts, or program-control differences, on earnings for all programs.) Portland’s program also
produced the largest impacts on measures of stable employment and earnings growth among the
11 programs. Portland’s success may have resulted from its unique combination of a focus on
employment, the use of both job search and education, and an emphasis on finding good jobs. In
addition, the program made extensive use of job development, and staff were experienced in op-
erating welfare-to-work programs. Portland’s relatively strong economy also may have contrib-
uted to the success of the program; however, other programs in localities where the demand for
labor was similarly high did not do as well.

The employment-focused LFA programs in Atlanta, Grand Rapids, and Riverside also
affected employment and earnings, but less so than the Portland program. Five-year earnings
gains ranged from about $1,500 in Grand Rapids to about $2,500 in Atlanta and Riverside. The
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Program Impacts on Total Earnings in Years 1 to 5

Figure 1
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programs also increased employment duration by an amount ranging from 0.7 quarter in Grand
Rapids to 1.1 quarters in Riverside.

The effects of the seven education-focused programs, as a group, were smaller than the
effects of the employment-focused programs. Neither of the two programs with low enforcement
of the participation mandate (Detroit and Oklahoma City) significantly affected employment.
Among the other five education-focused programs, employment duration gains over five years
ranged from 0.3 to 0.8 quarter, and earnings gains ranged from about $800 to about $2,000.

Employment-focused programs produced effects almost immediately, whereas education-
focused programs generally did not have effects until more than a year after random assignment.
In the middle of the follow-up period, most of the programs increased employment and earnings,
but effects diminished during the final two years and were statistically insignificant for most pro-
grams by the end of year 5. (An example of this trend for the Grand Rapids LFA program can be
seen by comparing the black bars and the white bars in Figure 2, and for the Grand Rapids HCD
program by comparing the shaded bars and the white bars.) These results were especially disap-
pointing for education-focused programs. As discussed above, education and training services
were intended to help program group members eventually move into more stable and higher-
paying jobs (compared with control group members and compared with those subject to em-
ployment-focused programs) in order to make up for forgone earnings early in the follow-up pe-
riod. However, most programs — education- or employment-focused — had little or no effect on
measures of stable employment and earnings growth.

A comparison of earnings impacts for nongraduates demonstrates more clearly the disap-
pointing results for education-focused programs. For this subgroup, only two of the seven educa-
tion-focused programs significantly raised five-year average earnings above control group levels,
whereas three of the four employment-focused programs did so. The employment-focused pro-
gram with the largest earnings impacts for nongraduates was Portland, however, which used a
mix of initial activities that resulted in substantial use of education by nongraduates. Further-
more, the education-focused Columbus Integrated program led to earnings impacts among non-
graduates that, along with those of the Grand Rapids LFA program, were the next-largest among
all programs. This suggests that education activities, in some instances, may contribute to earn-
ings impacts.

Employment-focused programs, compared with education-focused ones, also more con-
sistently increased the earnings of high school graduates above control group levels. Once again,
however, the largest earnings impact for high school graduates was found for the Portland pro-
gram, which substantially increased the use of post-secondary education among graduates.

e Directly comparing the LFA and HCD programs in the three sites in which
these programs were run side by side (thus using the most rigorous method
for assessing the relative effectiveness of employment- and education-focused
programs), employment and earnings levels over five years were largely simi-
lar for the two types of programs. Where there were differences between the
two types of programs — for early follow-up years or for a particular sub-
group or outcome measure — they were in favor of the LFA approach.
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Figure 2

Comparison of LFA, HCD, and Control Group Earnings Levels in Years 1 to 5: Grand Rapids Only
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Cumulatively, over the five-year follow-up period, few LFA-HCD differences in em-
ployment or earnings (that is, differential impacts) are found when both graduates and nongradu-
ates are included in the calculations (see the top panel of Figure 1).° Year by year, however, there
were some differences. The first set of bars in Figure 2, showing only the Grand Rapids site, il-
lustrates these. LFA average per-person earnings were higher than those of the HCD sample
members in at least year 1 in Grand Rapids as well as in Atlanta and Riverside. The gap between
the two types of programs narrowed, however, in year 2 of follow-up in Grand Rapids and in At-
lanta and in year 3 of follow-up in Riverside. In addition, there was one LFA-HCD difference for
the full sample on the measure of average quarters employed: In Grand Rapids, the LFA group
worked more quarters than did the HCD group. Notably, the HCD programs, relative to the LFA
ones, did not produce more earnings growth over the follow-up period or increase the likelihood
of employment in “good” jobs. Finally, the yearly trends suggest that the story would not change
if longer follow-up were available.

e Again directly comparing the LFA and HCD programs in the three sites in
which these programs were run side by side, employment and earnings im-
pacts were greater in the LFA programs than in the HCD programs among
nongraduates. Among graduates, the two approaches produced similar im-
pacts.

As shown in the lower panel of Figure 1, two LFA programs and one HCD program pro-
duced five-year earnings increases, relative to control groups, for nongraduates; as shown in the
middle panel of this same figure, a different set of two LFA programs and one HCD program
produced five-year net earnings impacts for graduates.

Contrary to expectations, earnings impacts generally were larger for nongraduates in LFA
programs than in HCD programs. (Proponents of the HCD approach anticipated that education-
focused programs might be particularly effective for those without high school diplomas or
GEDs, inasmuch as their lack of skills or credentials might inhibit employers from offering them
jobs. But this did not turn out to be the case.) Among this subgroup, LFA-HCD differences in
five-year earnings were $920 in Riverside, $1,095 in Atlanta, and $1,945 in Grand Rapids. While
only the Grand Rapids difference is by itself statistically significant, the average difference across
the three sites is statistically significant at the 5 percent significance level. Furthermore, in no
year of the follow-up were nongraduates’ average earnings higher in HCD programs than LFA
programs; rather, earnings were generally higher in the LFA programs, with statistically signifi-
cant differences found in the early years of follow-up in every site. (See the last set of bars in
Figure 2 for an illustration of this pattern in Grand Rapids.) Among graduates, earnings impacts
were very similar in the two types of programs.

B. Welfare Receipt and Payments

o The majority of control group members in all sites were off the welfare rolls
as of the end of the five-year follow-up period, without the assistance of a
welfare-to-work program.

%Note that, in all the figures, “daggers” indicate statistically significant differences between the LFA and HCD
impacts.
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The average control group member remained on assistance for about two to three years
during the five-year follow-up period. Levels of welfare receipt fell steadily over time for control
group members, reflecting “normal” welfare exits. Welfare receipt reached particularly low lev-
els in Columbus and Portland, where less than 20 percent of control group members were receiv-
ing a welfare payment at the end of year 5.

o All programs reduced months on welfare and Food Stamps as well as welfare
expenditures over five years, relative to control levels, with most programs
leading to relatively large welfare savings. Welfare reductions were not con-
sistently larger in the employment-focused programs than in the education-
focused ones.

All programs had an effect on the number of months that people received welfare. On av-
erage, employment- and education-focused program group members received AFDC or TANF
assistance for two to six fewer months than their control group counterparts.

All programs also reduced total welfare payments below control group levels, and most
produced savings of 10 percent or more (a historically large effect). (See Figure 3.) For many
programs, welfare savings were larger and more persistent than earnings gains: Few programs
continued to affect employment and earnings in year 5, but most programs continued to generate
welfare savings at the end of year 5. This finding implies that some program group members who
exited welfare for employment early in the follow-up did not return to assistance after leaving
employment, even though they may have been eligible to do so. It is possible that the national
welfare climate in the aftermath of the federal welfare reform legislation of 1996 contributed to
this pattern, and since more program than control group members left welfare in the early years
of follow-up (before enactment of the legislation), the climate may have had more of an effect on
program than control group members.

Welfare savings were generally larger for programs that had greater effects on earnings,
but they varied for other reasons as well. Total payments were reduced more in higher-grant sites
such as Riverside, Portland, and Grand Rapids and were reduced less in lower-grant sites such as
Atlanta. In addition, welfare benefits were reduced more in sites that strictly enforced program
participation mandates, such as Columbus and Grand Rapids, but benefits were reduced rela-
tively little in sites that did not enforce mandates, such as Detroit.

The programs had similar welfare impacts for high school graduates and nongraduates.
Most programs produced welfare savings for both groups, and there is little evidence that the ef-
fects were larger for one group than the other: In five programs, welfare savings were larger for
graduates, but in five other programs, welfare savings were larger for nongraduates.

Over five years, program group members in all programs spent less time on Food Stamps
and on average received smaller Food Stamp payments than control group members. Food Stamp
impacts were generally smaller than welfare payment impacts, however, because some program
group members appropriately continued to receive Food Stamps after they left welfare.

e In the three LFA-HCD sites, LFA sample members left welfare at a slightly
faster pace than HCD sample members in the first year of follow-up, but the
gap narrowed in subsequent years. Only in one site did the LFA and HCD
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Figure 3

Program Impacts on Total Welfare Payments in Years 1 to 5
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programs differ with respect to the number of months on welfare or welfare
expenditures over five years. In this site, welfare months and expenditures
were lower in the LFA program than the HCD program.

Cumulatively, over the five-year follow-up period, a statistically significant LFA-HCD
difference (differential impact) in welfare expenditures was found in only one site (Grand Rap-
ids), where the LFA program produced savings of $785 more than the HCD program (see Figure
3) and where the average number of months in which welfare or Food Stamps were received also
was lower in the LFA program. In Grand Rapids, this pattern held for graduates as well as non-
graduates. In Atlanta, welfare expenditures and months on welfare were lower for the LFA pro-
grams than for the HCD programs, but these differences are statistically significant only among
the Atlanta nongraduates. In Riverside, the LFA and HCD programs led to similar reductions in
welfare receipt and expenditures for nongraduates. The fact that in all three sites LFA sample
members left welfare more quickly than HCD sample members represents a clear advantage in an
environment where federally funded welfare months are time-limited.

C. Combined Income

e The combined income from earnings, welfare and Food Stamp payments,
and Earned Income Tax Credits for control group members was low. On the
positive side, over the five years, program group members received a larger
portion of such combined income from earnings, compared with the control
group. The programs, however, were largely unable to increase total com-
bined income. Income impacts varied more by site than by program ap-
proach, but, among nongraduates in the three LFA-HCD sites, those in the
LFA program groups had higher combined income than those in the HCD
program groups.

Both employment- and education-focused programs helped sample members become
more self-sufficient relative to the control group by increasing employment and earnings and re-
ducing public assistance. As a result of these changes, program group members received a higher
percentage of their income from earnings, compared with the control group. This impact aver-
aged about 4 percentage points across all programs but was somewhat larger for employment-
focused programs, especially the Portland one, than for education-focused programs.

Program group members, however, received about the same amount of income as their
counterparts in the control group. Two programs — one employment-focused and the other edu-
cation-focused — led to especially large decreases in welfare and Food Stamp payments and to
decreases in combined income. In general, program effects on combined income were less posi-
tive (larger decreases or smaller increases) for nongraduates than for graduates. In addition,
among nongraduates, LFA programs did better than HCD programs. Among nongraduates in the
LFA-HCD sites, a simple average of the impacts across the three sites indicates that the three
LFA programs as a group resulted in almost $1,000 more in combined income over five years
than the HCD programs, a statistically significant difference.

Including estimates of sample members’ Earned Income Tax Credits and payroll taxes did
not change the above results. (These findings do not account for program effects on other possi-
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ble sources of income, such as child support payments or unemployment insurance benefits or
income from spouses, partners, or other household members. The available data, however, sug-
gest that the inclusion of these other income sources would have changed the impact estimates
very little, if at all.)

D. The “Most Disadvantaged” Subgroup

e Neither employment-focused nor education-focused programs consistently
had the largest earnings impacts for sample members who could be consid-
ered the “most disadvantaged.”

As discussed above, FSA programs were required to target welfare-to-work resources on
individuals at greatest risk of long-term welfare dependency. The NEWWS Evaluation was de-
signed to determine which types of employment-preparation services provide the greatest benefit
to at-risk populations.

In several respects, both employment- and education-focused programs were successful.
Most programs raised earnings above control group levels for sample members with serious barri-
ers to employment, such as no recent work history and a lengthy history of prior welfare receipt.
Similarly, in most programs, the most disadvantaged group members — welfare recipients who did
not have a high school diploma or GED, who had a history of welfare receipt, and who had not
worked recently — earned more on average than their counterparts in the control group. Differences
for several of these programs are small, however, and are not statistically significant.

In Atlanta and Grand Rapids, the LFA programs, compared with the HCD ones, led to
considerably higher earnings impacts for the most disadvantaged sample members — especially
in Atlanta, where the HCD program had no effect on this subgroup. However, earnings increases
for this subgroup (relative to the control group) were similar for the two programs in Riverside.

Although the more disadvantaged groups had higher earnings as a result of most
NEWWS programs, they still earned very little. In addition, most programs reduced welfare and
Food Stamps by a larger margin than they increased earnings. As a result, programs did not raise
the combined income of the most disadvantaged recipients above control group levels.

VII. Benefit-Cost Analysis

The benefit-cost analysis extends the findings on program impacts and costs presented
above. It considers program effects on additional outcomes, such as fringe benefits from em-
ployment, income and sales taxes, Medicaid expenditures, and the administrative costs of trans-
fer programs. These additional outcomes were estimated or imputed from administrative records
and published data. The analysis also considers program effects from the standpoint of sample
members (referred to as the welfare sample perspective) and of government (referred to as the
government budget perspective).

The benefit-cost analysis from the welfare sample perspective considers (in a more com-
prehensive way than presented above) whether programs increased program group members’ in-
come — from any source — relative to the control group. (While society generally favors earn-
ings over welfare payments, the benefit-cost analysis from the welfare sample perspective does
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not favor either income source.) The welfare sample derives a net gain from a welfare-to-work
program if the program increases earnings (plus fringe benefits) by an amount that exceeds the
sum of the welfare, Food Stamp, and Medicaid benefits lost and the increase in taxes paid (net of
Earned Income Tax Credits).

From the government budget perspective, in contrast, increases in tax revenues and re-
ductions in benefits are a net gain. The government budget perspective also counts as benefits
any savings in administrative costs from reductions in receipt of transfer payments. These gains
are compared with the program-control group difference in cost, that is, with the net cost of pro-
viding employment-related services.

Programs may lead to net gains from both the welfare sample and the government budget
perspectives; they may also lead to net losses from both perspectives. Other times, programs may
benefit either the welfare sample or the government budget.

o From the benefit-cost perspective of the welfare sample, most of the 11 pro-
grams resulted in financial losses. From the perspective of government bud-
gets, the majority of the programs saved the government about as much as
they cost.

From the benefit-cost perspective of the welfare sample, most of the 11 programs pro-
duced net financial losses. Moreover, gains were close to zero in the few programs that resulted
in them. (See Table 2.) In contrast, from the benefit-cost perspective of government budgets, the
majority of programs broke even (that is, saved the government only slightly more or slightly less
than they cost), a few produced clear savings, and one produced a clear cost. Government budget
savings in several programs were larger for nongraduates than for graduates.

e Directly comparing the benefit-cost results for LFA and HCD programs
shows that full-sample results were similar — from the perspective of the
welfare sample — for both programs within each of the three sites. Non-
graduates, however, uniformly experienced losses, which in each site were
greater in the HCD programs than in the LFA programs. From the govern-
ment budget perspective, returns to investments in each site were greater in
LFA than HCD programs.

From the perspective of welfare sample members, neither LFA nor HCD programs con-
sistently yielded gains or losses. (See Table 2.) Rather, in each site, both programs produced ei-
ther a net loss for all enrollees (in Grand Rapids and Riverside) or a gain close to zero (in At-
lanta). Nongraduates, however, experienced losses over the five years in both types of programs,
but the losses were consistently greater in the HCD than the LFA programs. For graduates, re-
sults were mixed.

From the standpoint of government budgets, neither LFA nor HCD programs consistently
produced budget savings or losses. In every site, however, for all sample members as well as for
nongraduates and graduates, five-year government budget savings were greater, or losses were
smaller, for the LFA programs. (See Table 2.) The differences between the gains or losses for the
LFA and HCD programs within each site were quite large, particularly in Atlanta and Grand
Rapids.

ES-22



€¢-SH

National Evaluation of Welfare-to-Work Strategies

Table 2

Estimated Net Gains and Losses per Program Group Member
Within a Five-Year Follow-Up Period (in 1999 Dollars)

Atlanta
Sample and Perspective LFA HCD

Grand Rapids Riverside Columbus
LFA  HCD LFA HCD Integrated Traditional

Detroit

Portland

From the Welfare Sample Perspective

Full sample
Net gain (net loss) 162 471

People with high school

diploma or GED
Net gain (net loss) 358 1,112

People without high school
diploma or GED
Net gain (net loss) (215) (432)

From the Government Budget Perspective

Full sample
Net savings (net cost) (770) (3,259)

People with high school
diploma or GED
Net savings (net cost) (72) (1,869)

People without high school
diploma or GED
Net savings (net cost) (1,999) (5,700)

(2.254) (1,957) (1,145 N/A  (1491) (1,076

(2,859) (1,359)  (646) N/A  (1,090) (693)

(1,479) (2,812) (1,465) (2,951)  (2,286)  (1,876)

2,908 (308) 1,545 N/A 244 (646)

1,839 (1,373) 2,057 NA  (1,412)  (1,375)

5,564 1,096 1,278 606 2,200 811

262

303

207

(329)

(1,036)

437

(615)

(1,751)

1,084

5,235

6,305

2,787




o Compared with the returns to government budgets per net dollar invested in
previously studied welfare-to-work programs, the NEWWS programs’ gov-
ernment budget returns are similar, if not higher.

To facilitate comparisons with the benefit-cost results of previously studied welfare-to-
work programs, an additional measure of the cost-effectiveness of the NEWWS programs from
the government budget perspective was used. This measure, called the return to budget per net
dollar invested, is calculated by dividing the gains (taxes and savings in transfer payments and
associated administrative costs) by the total net costs of services. Using this metric, government
budgets come out ahead if programs produce more than a dollar’s worth of additional revenues
and savings for each dollar spent on employment-related services for program group members
(compared with control group members).

Using this measure, the Portland program and the Grand Rapids LFA program both pro-
duced over $2.00 in increased revenue and savings for every additional dollar spent on program
group members. The Riverside LFA program also produced a considerable return, $1.47 per dol-
lar invested. The Grand Rapids HCD and the Columbus Integrated programs essentially caused
the government to break even ($0.92 to $1.06). The Atlanta, Detroit, and Columbus Traditional
programs were not as successful, returning considerably less than one dollar for each dollar in-
vested, ranging from $0.41 in the Atlanta HCD program to just over $0.80 in the other programs.
The average return across all the programs was $1.29.

On average, these results are more positive than those found in benefit-cost analyses of
prior, recent programs. The California GAIN programs, for example, had returns to government
budgets that ranged from a low of $0.17 per dollar invested (Tulare County) to a high of $2.84
(Riverside County). The average across all counties in the GAIN evaluation was $0.76. The re-
turn on investments in the two NEWWS programs that were most successful from a government
budget perspective — Portland ($2.83) and Grand Rapids LFA ($2.46) — compare favorably
with previously studied programs that had high government budget returns: the Riverside GAIN
program and the mid-1980s San Diego Saturation Work Initiative Model (SWIM) program,
which returned $2.84 and $2.34, respectively.

VIII. Effects on Family Circumstances and Children’s Well-Being

No aspects of the welfare-to-work programs studied as part of the NEWWS Evaluation
were designed to directly change family circumstances — for example, to specifically affect mar-
riage or fertility rates or to improve child well-being in specific ways. Theoretically, however, the
programs could indirectly affect family circumstances or children through their impacts on such
adult outcomes as educational attainment, employment, earnings, welfare status, and income.
Data on five-year family and child outcomes are available for seven programs in four sites (At-
lanta, Grand Rapids, Riverside, and Portland). The evaluation examined the net impacts on fam-
ily circumstances and child well-being, that is, increases or decreases relative to the situations
among control group members.
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e As of the end of the five-year follow-up period, no programs increased or de-
creased adults’ or dependent children’s health care coverage. Only two pro-
grams — the ones in Riverside — increased the use of Transitional Medicaid
at any point over five years.

From 70 percent to 80 percent of sample members had health care coverage at the end of
follow-up year 5, and most of them had coverage through public sources, such as Medicaid or
other public programs, rather than through private sources, such as employers’ health plans. All
of those who did not have coverage had left welfare. (Many received Transitional Medicaid but
were not able to find alternative coverage when their transitional benefits expired.) None of the
programs had an impact on health care coverage for adults or children, although most programs,
because they increased employment, led to a shift from public to private coverage. The two pro-
grams in Riverside increased the use of Transitional Medicaid during the follow-up period, but
neither program led to a gain in coverage as of the end of five years.

e Opver the five years, the programs had no effect on marriage rates and few ef-
fects on household composition and living arrangements. The programs did
lead to program-control group differences on measures of one aspect of the
quality of relationships. In particular, program group members, compared
with control group members, were less likely to report experiences with
physical abuse during the last year of follow-up. There were no impacts on
other measures of nonphysical abuse or job-related harassment.

The Grand Rapids LFA and HCD programs led to the largest effects on living arrange-
ments. This site’s two programs increased the likelihood that people would move (and move
more than once), primarily to attain better housing. In addition, the Grand Rapids HCD program
increased home ownership.

Information about abuse by intimate partners or others and about barriers to work put up by
intimate partners or others is available for a subset of sample members — those who entered the
study with a preschool-age child — in three sites (Atlanta, Grand Rapids, and Riverside), covering
six programs. Similar percentages of program and control group members in these sites reported
experiencing harassment, abuse (physical or otherwise), or other types of deterrence from working
at some time in their lives. More positive results, however, were found at the end of the follow-up
period. During follow-up year 5, reported rates of any abuse by intimate partners among control
group members ranged from 19 percent to 22 percent. All six programs decreased reports of physi-
cal abuse (such as hitting) by intimate partners, by 3 to 6 percentage points, although the decreases
are statistically significant only in the Atlanta LFA, Grand Rapids HCD, and Riverside LFA pro-
grams. There is some evidence that these reductions in reports of abuse were fostered by increases
in employment (which may have increased individuals’ self-esteem or self-efficacy, ameliorated
family stress, or simply reduced the amount of time that individuals spent with partners) and by
program caseworker attention to support services. Notably, this evaluation did not try to identify
women who might be in imminent danger related to abuse. For some women, work may lead to
greater safety. For others, however, especially those in imminent danger of abuse, employment at a
time of risk may not have such positive results, and such a risk may make it difficult for them to
work or comply with welfare-to-work program requirements.
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o Program effects on the use of child care diminished over time.

As discussed above, both employment- and education-focused programs increased em-
ployment levels and earnings during the early years of follow-up, but impacts grew smaller
thereafter. The longer-term effects on use of child care for employment reflect these trends.
During the first two years after random assignment, all four employment-focused programs
plus three education-focused programs produced moderate to large increases in child care use
while employed. However, at the five-year mark, only Portland’s program increased (by 7 per-
centage points) child care use during sample members’ most recent job. (It should also be re-
membered that most children who were studied intensively early in the follow-up were attend-
ing school by the end of year 5.)

A higher percentage of program group members received transitional child care benefits
after random assignment, although the increase is statistically significant only for the two pro-
grams in Atlanta and the Riverside LFA program. This increase occurred because a higher per-
centage of program group members left welfare for employment (and became eligible for transi-
tional benefits) and because program group members who became eligible for benefits more of-
ten received them than their counterparts in the control group.

The analysis also considered whether programs led to greater child care use for any pur-
pose at the end of follow-up or otherwise altered how children spent their time. This issue was
examined for a subset of sample members — those who entered the study with a preschool-age
child — in six programs. Of these six, only one (the Riverside LFA program) had an effect on
recent child care use — a decrease of 5 percentage points in the use of formal care. In addition,
both programs in Riverside reduced the time that the 8- to 10-year-old children spent with their
mothers, and these programs increased the time that these children spent with another adult.

o The programs led to impacts on a small number of measures of child well-
being among children who were preschool age at random assignment (for
whom in-depth data are available). These impacts varied in size and direc-
tion, and they varied by site more often than by welfare-to-work approach.

The three-site Child Outcomes Study that was nested within the larger NEWWS Evalua-
tion included nearly 50 measures of children’s academic functioning, health and safety, and so-
cial skills and behavior for children who were preschool age at study entry in six programs,
providing about 300 program-control group comparisons. About 15 percent of these tests yielded
statistically significant differences — a relatively small percentage, but more than would be ex-
pected by chance.

Most commonly, each of the six programs affected young children’s social skills and be-
havior, but in different ways. The two Atlanta programs led to favorable impacts: both a higher
percentage of positive behaviors, such as being sensitive to others or making friends, and a lower
percentage of negative behaviors, such as fighting or arguing with others. In contrast, the two
Grand Rapids programs and the Riverside LFA program led to unfavorable impacts: decreased
positive behaviors and/or increased problem behaviors.

Impacts on young children’s academic achievement or academic performance were few.
However, results for measures relating to behavioral adjustment to school (these include discipli-
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nary problems and the degree of engagement in school) were consistent with the impacts on so-
cial skills and behavior. Both the Atlanta LFA and HCD programs led to favorable impacts (al-
though none were statistically significant in the LFA program), whereas the Grand Rapids LFA
and HCD programs led to unfavorable effects.

Some negative results were also found for young children in Atlanta. Children in At-
lanta’s program groups either missed or were late for school more often than their counterparts in
the control group. Children of Riverside HCD program group members also averaged more days
absent from school than children of control group members. There were few impacts on meas-
ures of children’s health and safety; however, the effects were all unfavorable and occurred
mostly in these same three programs.

o Considering children of all ages, the programs led to few effects on children,
although some impacts were found relating to young adolescents’ academic
functioning. When found (in two of the four sites for which data are avail-
able), the impacts on adolescents were predominantly unfavorable.

The evaluation examined program effects on a limited number of measures of academic
functioning and of health and safety for children in different age groups in four sites (encompass-
ing seven programs). Few effects were found, and these did not vary consistently by program ap-
proach or site. Some programs (in Grand Rapids and Riverside) led to some unfavorable impacts
for young adolescents, but other programs (in Atlanta and Portland) led to few favorable or unfa-
vorable effects for this same age group. In Riverside, for example, about 4 percent of adolescent
children of control group members had ever repeated a grade in school, and both programs in this
site increased this rate by 3 to 4 percentage points. In Grand Rapids, about 8 percent of control
group adolescents had ever repeated a grade, and this rate increased by 4 percentage points as a
result of both programs in this site. In Riverside, there were unfavorable effects on a few other
measures as well, particularly in the site’s HCD program. For example, the Riverside HCD pro-
gram increased the likelihood that an adolescent would drop out of school, and it increased the
percentage of adolescents who had a physical, emotional, or mental condition that impeded their
mother’s ability to go to work or school. In addition, both Riverside LFA and HCD programs —
among families in which the parents lacked a high school diploma or GED — produced increases
in the proportion of adolescents who had a baby as a teen. On the positive side, however, the At-
lanta LFA program decreased the proportion of adolescents who had ever been suspended or ex-
pelled from school; the Portland program had no effects on adolescents; and on many other
measures, either none or only one of the programs had effects on adolescents. In general, it is
possible that adolescents’ academic functioning may have been especially vulnerable to the in-
creased employment, decreased income, and/or changes in household composition that occurred
among their mothers in several of the programs.
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