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Preface

Thisisthe first report from the Next Generation project, an innovative collaboration
among researchers at MDRC, severd other leading research indtitutions, and the foundation
funding partners that is amed at underganding the effects of welfare and employment policies
on low-income children and families. The collaborative and interdisciplinary nature of the
project is reflected in the combination of authors of this document — Pamela Morris and
Johannes Bos a MDRC, Aletha Huston and Danidle Crosby at the University of Texas a
Audtin, and Greg Duncan at Northwestern University — who together represent the fields of
developmenta psychology, economics, and policy anayss.

The monograph provides the first comprehengve look at the findings from severd recent
evaduations of wefare and employment programs in order to examine the effects on children of
three key policy gpproaches: providing financid supports to working families, requiring single
parents to work, and limiting the length of time families can receive welfare. The studies on
which thiswork is based were begun prior to the landmark federd welfare reforms of 1996, but
many dates have incorporated one or more of these policies into their post-1996 programs.

The most consstent finding is that programs that provided financia supportsto parents
who went to work — and increased parental employment and family income as aresult —
improved outcomes for children. Four of the 11 programs examined here offered such financid
supports, in al four, eementary school-aged children’s school achievement was higher than that
of children whose families were in the traditiond welfare system. Thus, it gppears that such
programs have the potentia not only to support the working poor but aso to complement
education reforms aimed at improving the school achievement of low-income children.

The document aso provides some reassurance about the effects on children of requiring
sngle parents to participate in work-related activities. The Six programs examined here that
increased parental employment through such mandatory employment services showed little
evidence of negatively affecting e ementary school-aged children, and they saved the
government money. However, these programs aso showed little evidence of benefiting these
children. Regarding older children, for whom outcomes were examined in two of the studies
included here, the report sounds a note of caution: Both programs increased parental employment
but had some negative effects on adolescents behavior and school achievement.

Overdl, the findings suggest that policymakers face a choice between offering mandatory
employment services without financia work supports, which increase parentd employment and
reduce welfare dependence but have only neutrd effects on children, and providing financia
work supports, which increase parental employment, boost family income, and benefit children
but aso raise government expenditures.

This monograph represents the kind of cross-cutting research synthesis— one directly
relevant to policymakers — that isthe mission of the Next Generation project. The project’s
continuing work will provide more detailed analyses of how job characterigtics, child care
policies, and family income affect low-income children.

Judith M. Gueron
President
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Executive Summary

Over the past 30 years, welfare and other public policiesfor familiesliving in poverty
have developed a primary objective of increasing parents' sdf-sufficiency by requiring and
supporting employment. The Persona Responsbility and Work Opportunity Reconciliation Act
(PRWORA), passed in 1996, was a milestone in this effort, limiting the length of time that
families can receive federd cash wdfare assstance and requiring most of them to participate in
employment-related activities to be digible for such assstance. In addition, during the 1990s the
maximum benefits available to working- poor families through the Earned Income Credit (the
federal tax credit that supplements the earnings of low-income families), publicly funded hedth
insurance, and child care assistance were expanded to reward work outside the welfare system.
Because many of these benefit expansions encourage parental employment, and because other
changes have weakened the safety net for families in which parents do not maintain employment,
al these developments may have important consequences for children.

Proponents of changes in welfare policy have argued that parenta employment benefits
children by providing them with family role models who work and are sdf-sufficient and by
introducing aregular schedule into the family routine. But employment may also create stressin
the family, reduce parents opportunities to spend time with their children, and interfere with
parents monitoring of thelr children's activities?  particularly in angle-parent families.

Children may dso be influenced by parental employment through changesin family resources: If
family income or subsidies supporting such work-related needs as child care increase, children
may benefit; if family resources decrease, children may be harmed. The critical question for
policy is not “What are the effects of welfare reform on children?’ Ingtead, it is“What program
features are most likely to promote children’swell-being?” or, conversdly, “What program
features harm children or leave them unaffected?’

In this monograph, we synthesize the results of five large-scale studies (see text box) that
together examine the effects on children of 11 different employment-based welfare and
antipoverty programs aimed primarily a single-parent families. (A companion document*
examines the effects of these and other programs on parenta employment, welfare use, and
income.) Specificaly, we atempt to identify the program features that are associated with effects
on children’s school achievement, socid behavior, and hedlth. Although most of the studies were
under way by 1996, they were designed to test the effects of many program festures that have
been implemented by the states since the federa welfare law of 1996 was passed. The
monograph is aproduct of the Next Generation project, a collaboration among researchers at the
Manpower Demonstration Research Corporation (MDRC) and severd leading research
indtitutions that is being funded by the David and L ucile Packard Foundation, William T. Grant
Foundetion, and John D. and Catherine T. MacArthur Foundation.

We classify the programsin these studies on the basis of three features that might have
affected the experiences of children in the participating families

"How Welfare and Work Policies Affect Employment and Income: A Synthesis of Research (MDRC).
Forthcoming, 2001. Dan Bloom and Charles Michal opoul os.
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Studies Examined in This M onograph

The Next Generation project anadyzes data from five program evauations, building on their
research designs, outcome measures, and impact analyses. The evauations, and the organizations
that conducted them, are listed below.

Florida s Family Transition Programwas evaluated by MDRC under contract to the Florida
Department of Children and Families.

The Minnesota Family Investment Programwas evaluated by MDRC under contract to the
Minnesota Department of Human Services.

The National Evaluation of Welfare-to-Work Strategies is being conducted by MDRC under
contract to the U.S. Department of Health and Human Services. The Child Outcomes Study,
which examines program impacts on young children, is being conducted by Child Trends under
subcontract to MDRC.

The New Hope evduation is being conducted by MDRC under contract to the New Hope Project,
Inc., in collaboration with researchers from Northwestern University, the University of Texas at
Austin, the University of Michigan, and the University of Caiforniaat Los Angeles.

The Self-Sufficiency Project was conceived by Human Resources Development Canada. The
project is being managed by the Social Research and Demonstration Corporation (SRDC) and
evaluated by SRDC and MDRC.

1. Earningssupplements. Four of the programs offered generous earnings
supplements designed to make work more financialy rewarding by providing
families with cash supplements or by increasing the amount of welfare that
parents could keep when they went to work. (One of the programs also
supplemented earnings less directly by subsidizing child care and hedth care
beyond the levels provided in the community.) Earnings supplements are
intended to increase family resources as well asto encourage parentd
employment, and in the programs under sudy they generdly succeeded in
achieving both of these goals. While some of the programs with earnings
supplements included other components as well, the provision of supplements
was the only feature that the four programs in this category shared.

2. Mandatory employment services. Six of the programs provided only
mandatory employment services — such as education, training, or immediate
job search — in which parents were required to participate to be digible to
receive cash wefare benefits. Parents who failed to comply were subject to
sanctions in the form of reduced wdfare grants. The Sx programsin this
category included mandatory employment services without any earnings
supplements or time limits. In the programs under study, participation
mandates (designed primarily to increase employment) were generdly
successtul in raidng employment rates. When mandates were implemented




without earnings supplements, participants lost welfare benefits as they gained
earnings, so these programs did not usudly raise family income or resources.

3. Timelimits. One of the programs under study put time limits on families
eligibility for welfare benefits, redtricting eigibility to a certain number of
months in a specified period. This program was a pilot welfare reform
initiative implemented prior to 1996 under waivers of federd welfare rules.
Until 1996, cash welfare assstance was afederal entitlement that was
available aslong as it was needed. The federal wdfare law of 1996 sets a
lifetime limit of five years on cash assistance receipt, but states may impose
shorter limits or extend the time limits by usng sate funds. States may aso
exempt 20% of the casdload from the limits for hardship reasons. Once a
family reaches the time limit, federaly funded cash benefits are terminated,
but the family normaly remains dligible for food stamps, Medicaid, low-
income child care assstance, and (where available) state-supported cash
assgance. The program with time limits combined them with mandatory
employment services and asmal earnings supplement; the result was an
increase in parenta employment but only amodest increase in family income.

All the studies reviewed used a rigorous random assignment research design. Parents
were placed a random in ether a program group, which had access to the new services and
benefits and was subject to the new rules, or a control group, which received the benefits and
was subject to the rules that had previoudy existed in the locdlity of the study Site or Sites. In
most cases, members of the control group were digible for cash assstance through Aid to
Families with Dependent Children (AFDC), the cash welfare program in effect prior to 1996.
Because parents were assigned to the groups a random, the average characterigtics of familiesin
the program and control groups should not have differed systemeticdly at the outset. The
random assgnment method thus ensures that any differences between the two groups found
during the study are due to the new program rather than to differencesin the families initid
characterigtics or the genera economic and socia conditions that they experienced.

In surveys conducted two to four years after parents entered the studies examined here,
children’s school achievement, socia behavior, and health were measured using parents’ reports
and, in some studies, standardized tests or teachers' reports. To ensure the comparability of
results, we focused on a subset of measures that were Smilar across studies yet represented a
wide range of outcomes for children that might be affected by welfare and work policies. Using
these measures, we conducted analyses for subsamples composed of single parents ?  the great
mgority of whom were women ?  with children who ranged in age from gpproximately 3to 9
when their parents entered the study. At the time at which school achievement, behavior, and
health were measured, the children’ s gpproximate age range was 5 to 12. The findings for al the
measures of children’s wdl-being and for the full samples can be found in the reports from the
individuad studies?

2The Family Transition Program: Final Report on Florida’s Initial Time-Limited Welfare Program(MDRC).
2000. Dan Bloom, James Kemple, Pamela Morris, Susan Scrivener, NanditaVerma, Richard Hendra.

Impacts on Young Children and Their Families Two Years After Enrollment: Findings from the [National
Evaluation of Welfare-to-Work Strategies'] Child Outcomes Study (U.S. Department of Health and Human Services,
Office of the Assistant Secretary for Planning and Evaluation and Administration for Children and Families; and
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The difference between the children in the program group families and those in the
control group families on agiven outcome is referred to as the program’simpact on that
outcome. For each of the programs, we computed impacts and tested whether the impacts were
datigticaly significant (that is, unlikely to have occurred by chance). We dso examined the
patterns of impacts for the programs that shared each of the three features introduced above. Our
main findings follow.

Theprogramsthat included ear nings supplements, all of which increased
both parental employment and income, had positive effects on elementary
school-aged children. All four programs that provided earnings supplements
led to higher school achievement. Some of the programs aso reduced

behavior problems, increased positive socia behavior, and/or improved
children’s overdl hedth.

Adding mandatory employment services did not generally reduce the
positive effects of earnings supplements on children. The only program that
included mandatory employment services in addition to an earnings

supplement increased parents’ full-time employment but generdly did not

affect children’s outcomes beyond having the same postive effects asthe
program did when it was implemented with earnings supplements done.

The programswith mandatory employment services, all of which boosted
parental employment without increasing income, had few effects on
children, and the effects were mixed in direction. These Sx programs had
relatively few noteworthy effects on children. When impacts were found, the
effects were about equdly likely to be postive as negative. The pattern of
impacts appeared to be more closely associated with particular Stes than with
program characterigtics like participation mandates.

The program with time limits, which led to an increasein parental
employment and a modest increase in income, produced few noteworthy
impacts on children, and theimpactsfound did not suggest a consistent
pattern of benefit or harm. Our knowledge base is smdlest with regard to
the impacts of time limits because only one program had time limits, and this
program combined them with mandatory employment services and asmdl
earnings supplement. The program’ s few impacts on children were mixed:
Hedth improved, but positive socid behavior decreased.

These genera conclusions are subject to the cavests below.

U.S. Department of Education, Office of the Under Secretary and Office of Vocational and Adult Education). 2000.
Sharon McGroder, Martha Zaslow, Kristin Moore, Suzanne LeMenestrel.

New Hope for People with Low Incomes; Two-Year Results of a Program to Reduce Poverty and Reform
Welfare (MDRC). 1999. Johannes Bos, Aletha Huston, Robert Granger, Greg Duncan, Thomas Brock, Vonnie
McLoyd.

Reforming Welfare and Rewarding Work: Final Report on the Minnesota Family Investment Program: Volume
2: Effectson Children (MDRC). 2000. Lisa Gennetian, CynthiaMiller.

The Self-Sufficiency Project at 36 Months: Effects on Children of a Program That Increased Parental Enployment
and Income (Social Research and Demonstration Corporation). 2000. Pamela Morris and Charles Michalopoul os.
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Although the effects of earnings supplements on children are

encour aging, theimprovements are modest when considered in the
context of these children’s high levels of disadvantage. Even the programs
with the most berefits to children left many familiesin poverty and many

children at risk of schoal failure and behavior problems. These programs do

not eiminate the need for child-focused interventions and reforms that

promote school achievement and reduce behavior problems,

The positive effects of earnings supplement programs on children were
most pronounced for the children of long-term welfar e recipients. For
families in which the parent had along history of usng wdfare, the programs
with earnings supplements improved children’s devel opment and increased
parentd employment and family income.

The conclusionsin thismonograph are limited to preschool-aged and
elementary school-aged children. Infants and toddlers, aswell as
adolescents, may be affected differently by the welfare reform approaches
examined here. Too few of the studies congdered here specificaly examined
children under 3 for generd conclusionsto be drawn. For adolescents,

however, two of the studies (one examining a program with an earnings
supplement and another a program with atime limit) found decreasesin

school achievement and increases in behavior problems among adolescents.

Although the program featur es examined in this monograph are smilar
to those included in many programsthat have been implemented by
states since 1996, they do not represent the full range of earnings
supplements, participation mandates, and time limitscurrently in effect.
The patterns from which these broad conclusions are drawn were observed in
programsin different geographic regions with different population
characterigtics, judtifying some confidence that the findings will generdize
across different contexts. Nonetheless, most of the studies were conducted
prior to the passage of the 1996 federal welfare legidation, and their impacts
could be different in a different macroeconomic or policy context. Moreover,
while the policies examined here are representative of some of the Sate
policies currently in effect, policies that provide less generous supplements or
impose more stringent mandates or time limits than those examined here may
have different effects on children.

The wefare reforms initiated by the states and the legidated changesin the 1990s did not
lead to one new wdfare policy but to avariety of policiesthat continue to evolve. Aswelfare
caseloads decline, federal and State policies are generally being expanded to reach al working-
poor families, regardless of their welfare status. The findings of this synthesis may guide policy
choices that promote the development of children both in families receiving welfare and in other
low-income families. Wefare reforms and antipoverty programs can have a positive impact on
children’s development if they increase employment and income, but increasing employment
aone does not appear sufficient to fodter the healthy development of children. Children living in
poverty are at risk of low achievement, behavior problems, and hedth problems, ot is critica
that policies affecting their families enhance children’ s well-being rather than leaving them at the
same level of deprivation and risk that they experienced under the former welfare system. We
hope that this andysiswill hep state and federd policymakers make informed choices that keep
the effects on children in focus as they design legidation that affects low-income parents.



