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This mt:morandunl outlines the status of wOlk by Ihl!' C(lmnlunity Emerpll$i.: 
Allard. sub-('(jl)inct level wt;')rking group to imp"lclllent thet~ommunity empowerment struicgy 
rcficcled in tbe August 10, 1993 *lnd September 9, 1993 m:~·.m(lranda to rhe PJIticipaljn~ 
Cabinet Secret.rics. Appended (with an index antI' '.bS) isla briefing book lhal includes 
relev • .ml memoranda: Presidenthd ..lccisl0Jl1:, and leglslatiori uoCumenti.ng previous work hy the 
Joint DPe-Nee working group rdated to communi:,' empowerment 

'. I 

The working group has been pIOt'C<.:tlillg (or exploring proc(:cuing) Jll tluee g:encral 

areas: (1) i-9lplementing t~c empowerment zOneS legislation; (2) developing the 
Administratiun's comruul)ity empOWemtenl princil(lc'<;; and'(3} assisting in thc implemen!Zlfion 
of the Nalionnl Perform.mee Re;'·jew's philorophy and reeurmucodatioM' related to community 
Gmp~1WennGnl. 

L EulILQWCrIDCni ZpD~kmcn(i1tion . 

The working WflUP (~hich includes all of rhe agencies that compri~~ Ill..: Bmud) hal> 
focused OD implementing --t:md ~xpanding upon -~ the empowerment zone/fLtle XX 
provisloru;. of tbe Omnihus Budget Reconciliation Act of 1993 ("013RA"). We are building a 
cumprehen:;:ivc empowerment'zone program to offer to inh:'r¢sted localities essential f\:t1crat 
resoun.:e-s and substanli<ll private ca.pita.L The group is confident that we wit! be. able 10 
dtwelop :l package witbuut I1OUi!iOlllll legislation that witl induce States and localities to 
construct innovati\'e strategic plans with signifi~'lnl State and private SfC"tor m<th.:hc<\;. We 
pl.'lll TO ptesent the package, issue the necessary regu13tions and informution, and huld 
workshops for intere!;ted applicants by November 1993. 

The working group h3~rbccn meering reguhnly sin<:c tbtt Augusl 10, lYY3 community 
crnpowcrment memof(tr;du.'l'l transilliticd b}' yuu, C~rDl tmU Bo\), The workL,g YOU? is co... 
Ch{lir~d by the Vice PrI!'$lden!is Office, the National EclJnOmlC Council, and the Domestic 
Policy CCUlneil. Paul DimoDd, Kumiki Gibson, Paul weinstein and Sheryll C,[tshlu (beleafter 
"Working Group St,ff") joiutiy ml! and lead the working group. A list of .11 members of 
the worldng group is (ltlnched, 
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It is eri(ical lhat we designate ~me empowerment zones and c.nteq>rj:se commutlitles 
by mid-1994 so Ihrtt we can hegin ta have demunstrable signs of success by 1996. To this ' 
end, we have been proceeding as rapidly as possible to ensure that we develop a dynamic 
emPowcnncJlt zoncs program and challenge grant process, We must provide 'he communities 
and States the incenlh/e~, thl; time, the single point of contact, and the interagency 
responsiveness and support nee;essary to develop their Own strategic plans and induce State 
and private sector matches that will permit success. 

We havc establh;hed interagency issue grQup~j chaired by key players, W focus Oil 
specifil,'! tasks and, wh~re appropriate, to" develop optjons for consideration by the working 
group and) :1,1; necessary. the Doard. The issue gt'()iJps include: 

• 	 EmpOWtrm<nl ZOneJmpI~mcntarion: HUD (Cuomo), USDA (.'lash), and HHS 
(Bane) arc working cooperatively to (l) develop (hi: lime-Hne and process for 
<lppUcation ;;Iud designation; (2) draft the relevant regulations; (3) mJXimize 
,St(ih":; 	local, and private secTOr matches; and (4) ..:raft annOUIlcements and 

,'workshops for the loc.aHti~s. The: f~uS is on creating innovative approaches 
that will enCOUHl:ge local initiative and substantial Stale and private sector ,_, 
roat..~hes, 

• 	 ' Capital Eommtion for jiusincss Bnd Ecgnomic DevelopmnI (Cashin): SBA 
has come forward with an ambitiolJS plVP"J!Jul for a scrieS of regional, "one­
stop" capital cC!1tcrs for investment in businesses in distressed areaS. , 

• 	 C?pitul £oOll!1litln for Hom;jn& iUld OJrnmllnity Dcyelopweor (K;Uz): fannie 
Mac, Freddie Mac! FHA. HUDfo Agriculture, and HHS are consid~ring a 
number of bold initiatives to make substantial additional capital .1vai1;Jble for 
home ownership, renovation) and community development in zoneS 3J1d 
communities, 

• 	 Legislativt:l Issues ,and Strategy for Waivers (Gibson and Weinstein): One of 
the primary ways'le StrvcJ:ones and communities is to provide them wj[h 
Fedewl coordinalion. assistance. and flexibility in implemenring their strategic 
plans fo!' economic rc:vitalization. 1b.is issue group is examining ways jn 
which the Board can fulfill this goal through a coordi!1i'1iro congressiomd and 
administrative approach. 

• 	 Pubic Safety (A(;..beson): The Dep<1rlrnl,:.nl of Justice is assisting in shaping the 
selection criteria, federal policy, and fedclul assistance [0 ,,$Sure th.1t applicants 
make public ,afety a fundamental building blQCk io ench strategic plan. 
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• 	 Te(,.hnQ!ogy Issues. (MicbcIJ&): 'Commerce will l~kc the lead in determining 
how programs from NIST. ARPA, the national lab<, and other felleral .e ..arch 
dfOll, CUD be properly mark,ltd so thaI locill applicants wiU think filore· 
creatively in devising their Siratcgic plans. Give,Ji the high premium ou private 
sector matcbes and the close pro:timity of major researeh universities UJuJ 
rnt>.dkal !!enters to dislressed areas, many applicants will be in 3 good pesjtjon 
to consider bow' high lechnology research and new industries can be iDcluucd. 

• 	 TransportatiQIl. lnfrastru~J3uk5....EnyimnruenUBlJrrell. Gue\{el. Rcjnfcld); 
iSTEA provides the s,overnorS with 5uOl)taJltinl discretion to act c.rcalively so 
that applicanrs1 $trategic plans will be able to provide transportation and ~cCeSS 
for distressed communities throughout ttl!; region, EPA can provide substanlial 
cuun.lination in proactively aS$j~tini ,envjronmental cleaUtlps nccessary '(or 
econoJnic rcdevelupmC:DL , ' : 

• 	 Area Labor Market an.d1ob Networks (Ross. llhalde'); The Department of 
l..aboI is determining how to induce applicants to include in their strategic 

, plans innovative and comprehensive State, local! and private St'Cior 

,I collaboration to en!::u£e that residcnts of zones and communities havc real 
access fo jobs Ihroughout the local.(abor mllrkel area. '. ,~ ,~ 

• 	 Indian CommunlUe.s (RcinfclQ): The Department of the Interior is investigating 
the extent to which Indian communities will p.lrticlpate in lh.;, MOidinating 
etctivilie.<:c and programs of the working group and the Board itself. 

• 	 Agency Partjkwation (Qimoud and EdJey): Pursuant to the Pre:oit.km's 
Sep~embcr 9, 1.993 rnemoram]um, each agency is currently determining what it 
Crill contribute 10 fhe Empowerment ZQnc package. The: r,mgc, type'S1 and 
limits Qf the contributions will vary substantially among the ~gcnciel:i, 
depending on the natu[t of each agency's mandates and pro8Jams and tbe 
extent of its discretion, rn many instances) there are al~o (/j(iicult issues 
concerning whether (and, jf so. how) to have each agency.seek sepi.lrate 
authorization and appropriation e<1ch year in Congress for additional funds that 
may be needed to meet their commitments in empowerment zones. W~ will 
therefore have.\o be cretlr1ve in the application and designation proce.<:s to 
induce substantial State. local! and private ~ector interest without promisillg 
more than we ruc certain th.H we; can deliveL 

The }$ue group leaders bear responsibility for coordinating aU ~uc group meetings, 
tor drllfliog all repom, .mu prcparing option or iSsuc papers. Working Group Staff meet 
regularly with the ls.~ue group leaders and key agency players to resolve problems) cooruinate 
ac[h'!ty. and spur bettel work. 
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C. Time-Lino 

The, working group is plOceeding on the rcHewing, tentati .....e time-line: 

• 	 November 1993: Announce the selection criteria, g03l~ and 

federal inducements to lbc counr!)" jS$uc the relevant 

regulations, and hold workshops in aU regions. 


• 	 April 1994: Due d.:s.tc for ilpplicatjons. 

• 	 June 1994: First round of designatiolls wilt be made by the Secretaries 
of HOD and USDA. 

• 	 Octoo,er 19tJ:1l - June 1995: Complcie remaining designations, (Yet to 
be detennincd is: whelber tb.is will be aecomplished through a set.:ond 
rouno of applications or ttuough a process of roUing applic.1tiol'S and 
designations.) 

We 9~ve made sufficient progress tu provIde a me<tningfu! report to the Board, .at a 
Lime and O1ilIU'l:ef you~ CIlrol and Bob deem approprillt~ . 

..,. - <" , 

U. Dcvglopment of Cmnmunit)" FmpUWWIleut PrinGipies 
, 

Ln ~dditioD to developing the empowennent zone legislation, the working group must 
11150 develop the broader e'ommunlty dcveluplIlclll and cconomjc clllpowennem principles. In 
the spring" Secretary CisJ\crop presented a set of princjples rhat might guide Ihis eft'ort tu the 
joint NEe-DPe cOnUJ1Un1ty empowerment working group, Comments and'suggestions from 
cach of the agencies led to several iterations of the~ prindplcs, which Set."n;lalY Cjsneros 
stll)')equcntly presented to White House l)enior staff and the Cabinet Secretaries, This work 
provided the gri~t for the Aug!Jsl 10, 199~ roell1C'1fandum from you! C1l!ol, and Bob On 
"CoolflmnHy Empowerment laitiatives," which included bOth a statement ()( five "Cummunity 
Empowerment Principles" «nd p10posed a "Coordinating Structure)" namely the c<'1binet-Ievel 
Community Enterprise Board which the Preslden[ e!it<-lblished as part of his September 91 1993 
directive, 

The comments from the Secretaries on the five communi!}' e.mpowenm:nl pdncipleS in 
ihe Augu~t 10 mcmoran~um inuicatc rhat there is general ag.recm~nl with much of the thrust 
of the princIples, including panicu!arly a .full commitment to interagency cooperation and 
federal tesp(jn'Slv~ness in this .area. There is substantial concern, bowcve/, that the principles 
may he, as Sc<-Tf:1Otry Reich nuted, "somewhat like cotton candy -- lio'Wecr au"d unsub::;t4Jnl ivc." 
Some also believe that the prinCiples do not adequately build on the dual themes Of 
oppoltunlty and responsibility thilt arc.at the COre fJf the Clinton-Gure Administration. 
Finally) there is concern tha! the principles arc !lot bal)ed on a clear understanding of the 
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nature of the pruDlclUs confronting distccssed ·communities, particularly the dynamics of 
people voting with tbeir feet and their capital on where they want to live and to invest 

Vle tberefnrc nefd to develop a better undelStanding of the problems {acing distressed 
communities and articulate Our guiuing principleS in i.I way that will (1) build 011 the 
AdministnHion's philosophy on (his issue and (2) pro"ide: conc:reie gui<i1.ncc for agency 
decisions and choices, We must also develop propo:,:a!s and options for spccHic action, 
including nlObiUzing. the private sector to join with the AdminisHarion, states and local 
comm\mitics. 

We propose assembling il small group of key agency participants (Cuomo, R Katz, 
Nosh, LK3tZ. MUOllell, Mincy, Acbe~n, Bowles, itnd M,Smith) ~nd White House advisors 
(Reed, Sperling, [Quinn'l] Kamarck, Dimond, GihlOn, Weinsleln and Cashin) lO develop and 
refine tlur principles,over the next few weeks..At the end of this period, we would prestnt 
our ideas (for review and input) to the working' group and. ultimately, the Board. 

[n <noer to seC·tJn:: the full supporl. input, nnd cooperation of the partidpating 
Secreta ties. it may be u-<:efu\ to hold an introductury meeting (}f the Board to di:scuss lhis 
rpropos:ed?]'~<;;chedule and to seek ilnv additionsj concerns and comments. . . I 

'"" " ~ '" , 
[Nol.: .houid this be presented as 3 propos. I Iballh. vr, Bob, and Carol would b""'lo"i~n ,,< 

off on or should ~'e simply say tbat we pre t:nO'riDg forwllrd on doing: this?) 

HI. Natinnal etrtormance Rev icw and CommYllity ~wermcm / 

"nuough the lrnplemfiTltation of the recommendations of tlle NPR. thl; Administration 
has 'Cummitted ftself W making the federal government more responsive to AmeriC<1n citi7.ens 
through n customer-driven; perfQnnallte-measureu approllch. You and Ihe President 'have 
alreiidy mode clear that agencies nrc to provide recommemiiitiollS for making government 
prog.rams and assistance both more responsive and pc:rformance-me,asUlrd, tn additi.on. in his 
September 9, 19t)3 memora.nuum, the President directed the Secretaries to identify (a) agency 
progrruw:: and legislative mandates tha1 may assist States and localities in implementing'the 
goals of community empowerment and (b) iegislative and regulatory IDundatcs that' stand in 
the way or States and !ucalitie~ in impkmeuting the gonls .of corllmunity cmpmverment. 
We bchrvt" tbr.; Communi!y Enlcrpdse Board can assjst you and the President in achieving the 
goals ot these objectives, 

first, the Working Group Staff will follow-up with the agencies in obl,11ning their 
recommendations and ideas for improving the Federal Go\'ernmenl pursuant to the President's 
September 9' din.:ctive. 

Second, toe Bonrd could serve 3~ the entity through which at IC&Sl some of the NPR's 
reeommcnd3tions will be implemented. For exnmple, as Secretary Cisneros ha~ hUggesleu, 
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the Boiitd could serve as the coordinating co~ncH Cor economic dC'Ielopmcnl) .as 
recom..nended by Commerce: in DOCOL In. additiolll the Board CQuld, among otbe! l!lings, 
;);fisiSi in the consolidation of gr<mt programs (FSL01), in addressing the probtems \,.If unfunded 
mandales, gonerally (FSI1l2), Md in strengthening farniU<-s (HHSOI), Indeed, we envision 
the Board as a mechanism for providin~ "8 process by whicll agencies c.;m llU"!tc widely 
obtfiln waivers frQm r~gtllations/" as recommended in SMt'08. 

With your apPIovalJ the Working Group Staff and Elaine Kamarck wiU wt')rk with Ihe 
agencies to identify mechanisms and programs for interagen~)' cooperation .and fie.xibHity and 
wil1 follow-up on implementing tho!iic NPR rcconunendations apPIQpriare for the Board's 
jurisdiction. 

.. ,'I • 

i ' 
In sum, tfle working group and its Staff ls proceeding (1) to imph,;ment the 

empowerment zone legl:c:lation, (2) tn develop principles to infoml Administration policy and 
to guide Administration action in the arc" of cummunlty empowerment, and (2) to <1S,<;jSt in 

. hnpJemcnting related NPR' recommendations. 
,, 

I 

, 
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August 26 

David Ellwood 
Department of Health & Human Services 
200 Independence Ave. S.W. 
Room 41SF 
Washington D.C. 20201 

Dear David! 

I attended part of the Welfare Task Force's public hearing 
in Washington D.C. last week, and heard from a few of the parade 
of witnesses that must have come before you during the two-day 
period. I recognize that this kind of public input is necessary, 
and I am glad you are getting it. 

My concern has to do with an operational question -- how do 
we put 1-2 million welfare mothers (or whatever the number is) to 
work in meaningful jobs. Obviously the record does not give one 
cause for optimism, but then maybe we made mistakes in the past. 
I just received a report from the Conference of Mayors in which 
the organization calls for replacing welfare with jobs, and it 
occurred to me that if anyone should understand the practical 
difficulties of putting welfare mothers to work, it should be 
mayors. After all, most welfare mothers live in cities, mayors 
know about the work that is currently going undone, and of course 
they also know about public unions. I think we should ask Mayor 
Fraser and Mayor Norquist and the other mayors how they would put 
50-100,000 welfare mothers to work in their cities without 
running afoul of the unions {if they had the money}. 

Maybe you're already doing this. But wouldn't it make sense 
to PUt together a small working group on the demand side of the 
program -- employers, mayors, local non-profits -- and then 
include public unions! to see whether we can generate 1-2 million 
positions? .Because if we can't, we had better know that up front. 
If you decide that, even with all the money in the world, you 
couldn't generate more than 500,000 jobs for welfare mothers (and 
that would be no mean feat), that will have a major influence on 
how you 5~ructure the program. Obviously. 

There are, I think, two main questions: 

1. how do we take grant diversion, targeted tax credits, and 
all the other incentives, and make them work, so that 
private sector employers would hire a significant number of 
welfare recipients? This is an old question, but I'm not 
sure we've given it the attention it deserves, at least in 
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recent yeara~ No doubt you are dOing 80 now. My guess is 
that there are ways of simplifying grant diversion so,ae to 
make it much more attractive to employers. Etc~ 

2. how do we organize public jobs at the local level so that 
large numbers of welfare recipients can be accommodated. 
Public labor is conce~ned about displacement. Fine -- we 
agree to outlaw displacement (hoW would AFSCME write that 
statute?). Maybe we should examine the New Hope model in 
Milwaukee where a guy from the AFL heads up the executive 
board, and acts as a guarantor to labor that there is no 
displacement. In New Hope, they have been relatively 
successful in finding jobs, but is this experience 
generalizable? Guys like Fraser and No~uist (I had dinner 
with them recently) seem convinced that large-scale jobs 
programs can work. What kinds of jobs? How do we avoid 
displacement? Can this work in New York City? 

These are not brilliant thoughts, I know, but my fear is 
that this matter will get lost in the multiplicity of issues and 
problems that have fallen into your lap. And I think it is 
absolutely critical. My recommendation would be a small working 
group -- AFSME, SEIU, Mayors, APWA¥ NAB (or someone like it) to 
work on a crash basis to come up with answers {ie~ the demand 
side of the equation). If we don't have a solid answer by the 
time a bill comes up here, I think we will be in trouble. 

Good luck. Let me know it I can help. 

Sincerely, 

Paul Offner 



/ 


r 

i 
i 

-=• 




.. 


Education, Employment and Training Assistance 

An alternative paradigm: 

Ending welfare as we know it requires (a) ending welfare as a way of life and. (b) substituting 
a system that offers a meaningful second chance. Inherent in these fundamental shifts in 
thinking is the recognition that parents -- not the government -- bear the primary 
responsibility for suppon. nunure, and education of their own children. Under this 
framework, the government can act wisely to provide real opportunities for all parents to meet 
their responsibilities. Examples of government's responsibility under this social contract to 
provide such opportunity include: 

• provide informati9n on the costs and responsibilities of both parents for bearing. 
begetting and supporting a child 

• provide information on the comparative capacity of single parent households 
compared to two-adult households to meet these child support responsibilities 

• inform both parents of the financial obligation of support for their children and 
provide the means to effectively enforce this obligation of parental support 

• provide parents who work hard and play by the rules with the economic rewards of 
family economic self-sufficiency through the EITC 

• provide all youth and adults with the opportunity to learn and to compete in the 
labor force and with information on their responsibility to take full advantage of these 
opportunities throughout their own lives. INote that the extent of state and local 
expenditures to provide this opportunity dwarfs the federal expenditures.] 

When a family is unable 10 meet their support responsibilities through such opportunties, then 
government will provide a second chance, a set of additional opportunities for parents to meet 
their responsibilities; but government will D.1ll provide an alternative way of life for 
government to pay for parents meeting their own responsibilities to support their children. 
That is the basis for all time limits: at some point, even if continued welfare benefits are only 
tied to a work or learning requirement, the parent who refuses to meet their responsibilities 
will be cut-off from further support. 

Such time limits, therefore, prOvide an opportunity to turn welfare into a second chance 
program of transition to help parents meet their own responsibility to support their own 
children, rather than continue a system where government permanently pays a dole to parents 
for the support of their children. Only during the time limit, and only as long as the parent 
strives to take advantage of the learning opportunity, income support may be provided by the 
government to help meet the parents' child support Obligations. Such real time limits enable 
government to offer a second chance opportunity of additional learning, training, and 



employment assistance for parents who are unable to meet their child support responsibility in 
the first instance: the participants in the second chance should know, however, that if the 
opportunity for learning, training, and employment assistance is not seized within the time 
limit, the government will no longer pay for the parents' failure to meet the parents' obligation 
of child support. 

As we do not have good evidence that any particular program of second chance learning, 
training or employment assistance works under our current welfare system and means of 
delivery. we should encourage States and the private sector to innovate and 10 experiment 
with a variety of approaches to second chance learning opportunities for parents. The primary 
purpose of such innovation and experimentation, however, must be to reenforce the new 
democratic social compact: parents bear the fundamental responsibility of support for their 
children; government provides the opportunity for all parents to learn to meet their 
responsibility and only a second chance -- not a welfare way of life -- for those who are 
unable to meet their parental responsibility in the first instance. 
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Goes for Jugular 

To Push Causes 


By MlrnA!l J, 'r'flARM 
Sf"f! n.·p~r',,~ <41'n!': "" ", ,. ST"t:~:T J,>t:Ilr-<Ai. 

SAN FRANCISCO - Late last year, a 
fulJ'page arlverlisement ran in the national 
edition ot the New York Times decrying 
Norway's decision to violate an interna­
tional ban on whaling. The ad urged a 
boycott of Norwegian Cruise Lirn> and 
Viking Cruise Line. Neither line has an)" 
thing to do. with Norway's whalmg policy, 
bullhey are among the ooumry's biggest 
forelgn-currency eal"ner'S. 

Two days laler, Knul U. KlGSier Jr., 
chairman of Kloster Cruise Ud" which 
owns UJe cruise 
lines, called lire ad's 
sponsors He prom" 
lsed to use every 
television appear' 
lmet: and print in­
terview tb urge lbe 
government uf Nul" 
way 10 respect tbe 
ball. And he said be 
was dismayed to 
have ~en singled out since his company 
was already environmentally sensitive. 

The ad was deslgned and plated by the 
Public Media Center, an obscure nonprofit 
ad agency based in San Prancisro, on 
behalf of Eurth Island Instltute, a much 
better known environmental group. The 
agency regularly wages high-profile pub­
ilc"relations ballies on behalf of clients in 
the "progressive" political speCfrum, such 
as Planned Parenthood, Sierra Club, and 
HandgunCOntrollnc" while trying lO keep 
a low·proWe It;self, 

"We get a lot Qf calls from people 
we're to confilct with and tMY say, 
'Look. sttlp tM ads, we'U dQ what you 
want,' " says HerhtrtChaoGunfhl:r. exCi:­

_ utive director of tM agency. "lfs pretty 
persuasive, .­

Two decades ago, Public Media plac~ 
tess than $100,000 of ads a year. Nr;w 
it has a staff of 2S and places more man Sl 
million in pnnt ads a year, The ads are 
mostly in the form 1)( full-page ads in the 
Times, which cost from S1'Z,OOO to $25,00;, 

Many ad agenCIes do pro-bono work, 
and the Advertising Council, based in New 
Yoil, is a not,;lrofit organization that 
coordinates pubIldnterest campaIgns 
with firms lliat volunteer their time, 

But Publlc Media is different: It goes 
out of Its way 10anlagOnile «lmpanles and 
drum up controversy, And unlike lradi­
tlonal agencies, Public Media, which does 
mostly pro-bono work, never promotes a 
product; it otlen urges people not to 

Please Tum to Puge 86, Column • 

Conlinued From Page 81 
patronize bU5.ineS5es. 

"We're really happy if we get inlo 
II fight:' Mr_ Gunther says, 

Aboul 7U'k of Publlc Media's Clients pay 
Hule Gr nothing for irs services, subsidized 
b\' the other JO'k and dor.;.Itions, Moreover,
lilt agency wm slgn-on only to a cause that 
it fen-enlly belieVes In, 

"They are a Very effective agency," 
says David PhiUlps. executiVe dlrecti)f of 
Earth Island, "They're on the cutting edge 
o[ taking difficult issues and making 
them accessible." 

An ad featurIng a bent coat hanger 
on behalf of the National Abortion Rights 
Action I2ague spurred 91).000 people to 
mail in almost $[ mlUlon to the aoo!1Jon 
rights group. H,J, Heinz CG, changed its 
luna·buying policy after ads urging con­
sumers ttl save dolphins by boycotting Ihe 
company's Star"Kist II.Jfla, Similarly, 
Burger King Corp, agreed to import less 
meat from Latin American arter a cam­
palgn accused it of destroying the rain 
forest in pursuit of beet. And ads attacltlng 
Supreme Court nominee Robert Bork even 
contributed to a new verb; borted, 

It Is hard [0 jUdge just how erfec· 
tive some ads are, as WIth ont that 
asserts that President Bush killed mort 
people in Panama tlian its ex-leader Mao' 
uel Noriega. Glhers fall to achieve their 
objective. Norway, [or instance, stilt plans 
10 kill whales. Also, some targers View the 
agency as a strong-arming extru1i1)niSL 
They especially resent the ocrasionallae' 
lie of actaelting companies that aren't 
rMpOnSlble for the sin alll!ged in the ad, 
but that could bring influence to hear. 

Sometimes. the targets return the tire, 
Jessica McClintock shot back late last 

year wilt! hero.....n full-page ad in the Times 
after Public Ml!dia, working for tilt, Asian 
Immigrant Women Advocates, ealled the 
San Franeiscodl"essmaker morally respon· 
sihle for the plight of 12 Chinese seam· 
stresses who got stiffed for S15,00!} when 
theIr employer went belly up. The bank· 
rupt company had been supplying Jessica 
McClintock Inc. with dresses that cost 
about $5 and sold for close to $200, 

Ms. McClintock'5 ad branded the boy' 
cott campaign - which included the head· 
line, "'Jessica McClintock says: Let Them 
Eat Lace" - a "smear." She added, "I will 
not tl'IJeraie intimidation or a blatant 
Shakedown," 

Public Merlia's reponse - yet another 
ad: "When you see Jessica McClintock's 
holiday windows this year, think aboul the 
reality behind them: S.....eatshOp women 
facing a cold, grim Christma5," 

The age-ncy's plor·the,throat ap­
proach 1$ honed by a simple style, basic 
graphics and large photos, more like a 
consel"\'ative magazine layout than a 
flashy ad. Mr, Gunther describes his ap­
proach lIS journalistic, adding Iha i Uleads' 
mfonnalion is from npws reports or other 
publlc SQI.lf"CeS and is fact,checked by news­
papers before being rnn, In 19 years, the 
agency has had only one ad rejected, 

"Free and open debale is important," 
says Mr. Gunther. "We're in {he bwilness 
or breaking tM information monopoly of 
certain large corporations tllat don't be­
have properly, We deal with the truth. ,-

Mr. Gunther, who compares his l42,OOO 
salary to that at an entry'·level bus dnver, 
says eMf! exeeutlve omcers have called 
hlm directly and threatened legal action 
(nemf! nas (!Vfr been flied), "'They think 
they can bluster and blurt," Mr. Gunther 
says, "We're careful, When we do an ad. 
we can defend It aggressively," 

Llnely, the agency has become invalved 
in a free·Shamu campaign. seeking the 
release of the killer whale from Sea Warld 
in San DiegQ, 11 Is SJ'lQnsored b)' Ort:alab. a 
whale researeh Slation In British CoLum­
bia, and an alliance of animal welfare 
groups. The ad urges a BudWeiser boY«ltt 
to pressure the aquatic pan:, owned by 
brewer Anheuser,.8usch COs., to release its 
sUir attraction into !.he wild. Mr, Gunther 
says he advised his client of ihe probable 
fulltity of a boycott of such a maSS"«ln­
sumer product as Bud. and the brewer says 
lis business hasn't been affected. 

Indeed. Mr. Gunther asserts his inteO! 
isn't tl'I hurt rorporatlfms, bur reform 
them. "We're not anU-corporate," Mr. 
Gunther says. "You want to have II COfl)O' 

ration behave in a responsible and ac' 
rountable way:' 



Back to Work J 

By S, 't STER:,\ 

With the Ldbur Day holiday over. and 
summer unofficially al a close. most 
Americans re!;lrn to their jtJhs today. Bl.t 
~!la! 1)1 long-term welfare rt'C'ipientS; 
HJw. aactly, rlln government p:nd these 
prop;e. almos! u;j of whom are women with 
chHdren.;back :nw the laoor market? 

Back in the 1m Cbmpa[gn, 8il1 Gln­
ton promised to "'end the welrare system 
as we keDw it" And now his adminlstra· 
tian must wres!le wIth the high expena­
!Ions creatoo by that pledge. The preSi­
dent's weHare·reform planners might 
lind a few hints to SOlVing the riddle at a 
small. private·sec\or emp!o}'menl agenCy 
taUed America Works, located in Lower 
Man!1attan. 

Fur 1he past five years, AlT!eriea WorkS 
has placed thOUsands uf welfare clients in 
New 'lurk and Ctlnnccticul. with an aver­
age of between five bnd six yearn on the 
rolls. In priv3le-Stttor jobs wllh an aver­
age 5tartmg&11ary or S:5,OOfi plus benefits, 
I!:mployers have bt:en overwhelmingly sat­
ist:ed. America Works has a long list of 
rompanies that keep coming hack, asking 
for more referrals from the welfare rolls. 

Arr.erka WOrks has Slaked Jts survival 
as a profitable business on the propos:i!ion 
thaI wel1are cllents. proPfrly motivated 
and helped with a limited amount of !e£h­
meal assistance. can ~ successful at get· 
ting and holding jobs. 

Consider the case of 35-veal"'old 
Lenore Green. Other than having tWO 
shorHerrr. jObS. she had been on public 
assistance all her adult )He, Ms. Green 
had a disappOinting experience w-ith New 
York City's Human Re.~ources Adminlsi 
tralion. "They basically give }'QU the Yel­
low Pages tlnd lell you to stan calling w 
find a job." she says. 

Worth the Trip 
W'hen Ms. Green heard about America 

Works. s!1e asked her caseworker to refer 
her!o the firm, even though ils offices are 
i:! lower Manhattan and she Jives in the 
Bronx. When she made the trip, she found' 
n bllsinesslike facility, in contrast with the 
grim welfare D-ffices she was used to visit­
Ing. A polite receptionist directoo clients 
and visitors to the bUlliness lab. lhe pre­
emplOyment classroom, a sman meeting 
room and staff offices, America Works was 
humming with aellvl!)'. and no one was 
waiting in line. 

Ms. Green slgnert up., and after a weex 
or pre·employment screening and "job 
readiness" training, she landed a twO" 
week da!a·entry job. Immediately there· 
after she was sent on two Interviews, each 
of which led 10 a job offer, She currently 
works in the claims department;;j Amal­
gamated Life Insurance C;;. 

America WorkS functlons as a. kind of 
";;!d girls' network." (Most of its clients 
are women.) Stuff members build relation· 
ships with employers and provide the con­
nections to the job marxel that women on 
welfare usually lack. "After screening to 
make sure there's a fIt with what the em­
p!;;Jyer is look.ing for. Oley go out and rep­
resent you to the employer," Ms. Green 

says, "They help you get lhac lnlerview," 
America Works makes its money by 

conlracting wilh state \\'clfare agencies [0 
pJucc clients in jobs. The tonmll:t is per· 
forrr.ante·busoo; The rompan~' Is paid 
\about $4.00(1 a client In COnnectkut find 
$5.300 tn New York) only after the c!!enl 
has eompleted n fonf·momh probal1onary 
pel'lod with an emp:oye:. The stull' comes 
out ahead as wel!. For lts fee of 55,300, 
America \\'orks estimates that \I saves fax­
payers S22.000 a year, the COSt of keeping 
a mother and two children on the weLfare 
rolls In New York. 

America Works is the brainchild of a 
husbaruj-and-Wlie learn, Peter Cove and 
:"ce Bowes. Mr. Cove is a rummUlllty ae­

A.mema Works, a 
profitable employment 
agenc)" I,· based on the 
propOSUlon that welfare 
clients, properl)' mot;'Jated 
and helped, can be sue· 
cessful at getting and hold. 
ing jobs. 

tlvist a veteran of the 1960s War on 
PovertY and various nOl1prorit employ­
men! training projects~ Ms. Bowes is II. so' 
ciologist. They launched Amerita Works 
in the mld·19S0s with Sf million in start-up 
capilal and the belief, basoo nn their own 
experiences in the jotHraining Held. that 
the prlmary obstacles prever>ting welfare 
ellents from fll1ding and retaining jobs an! 
a lack of ronncetwns and gaps in interper­
sonal skills. Extended ooucauon and train­
ing programs are unneeessary, time-con­
Sumlng diversions, Mr. Cove and Ms. 
Bowes argue, Further, they oonlend. 
clients with shaky self·confidence are besl 
served by an early success in gelting a job_ 
not by long periods of preparation. 

America Works' week·long training 
sessions are narrowly focused on the skills 
needed to land an entry·level joh, A cwn­
£ewr workS with clients on such basics as 
maintaining a businesslike pe~nal ap­
pearance, speaking properly, preparing a 
resume, showing up on time and arrang­
ing child care. Attendance is snictly en­
forCed: If a cllenl is late to class, even by 
rive minutes, she is dropped from the pro­
gram, though she may enroll again at a 
later date. Alter compleUng the class, 
clients spend halt their day in the com· 
pants bll5JntsS lab. working on typing, 
word processing. and other omce skliis 
while they watt for job imer.iews, During 
the remainder of their day. they can seek 
employment on their own. 

Paula Phillips, an energetic fonner 
schOOlwaeher who leads the training ses· 
sions, stresses that clients' success dew 
vends on their own rnotiva!lon and effort. 
"There are no guaranlee5," she lells her 
class of 4& women, "If you want sometl'ling 
to happen. you've got 10 make it nappen," 

~everlheless, she CQnUnues, "Ii we don't 
find people n job. we can't stay in bllSi' 
ness. We want to find JObs tor as many peG' 
pie as possible." 

The company'S entreprer;eurial ethos is 
calch1Og. We spoke with numerous women 
and men 10 America WOrks classes who de· 
fied the stereotypes o( long-term welfare 
clients steeped In a permanent culture of 
dependenc}', Afler wailing se'I!t'r3.1 months 
to be admll:ed :0 the program, they un· 
derstood th311hf:Y had tu eompele for jobS. 
were working very hard at lmproving their 
skills in the busmess lab. and were confi­
dent that they would sncceed. 

Employers arE impressei1 with the work­
e~' enthusiasm, "Their candidates really 
want t;;J work, -. sa):; Ute personnel diretto'r 
of a catalog company \\'ho, slnce 19S9. hilS 

relled exclusively on America Works for 
rilling entry-level positions, "They have 
people who have been oul (If ""'ark and Sil 
they're willing to stay with a job fo, quite 
some time." says the manager of a taw of­
fIce. "'They're willing to stay longer than 
other peop!ewhO haven't tieenon publicus­
slstante. We're wllling to take a chance on 
them; we get a dedicated and 100'al em­
ployee. It's a win·wjn situation." . 

During the four·month probationary 
period. the employer pays an agreed­
upon wage 10 America Works, which pays 
{he employee minimum wage. (Employ­
ees' welfare g!ants are gradaally reduced 
during their Iransition to permanent 
work.) The t.ial period allows the em­
ployer to evaluate the new employee's 
W(lrii. hablts and adaptahillly to the rom· 
pany culture, 

Confounding PesslnUsm 
At the same time, America Works of· 

rers the empl()yee services to ease the 
transllion from dependency to the job 
market. America Works job counselors 
visit Ihe worker on the job every week 
and meet with. the employee's super.·150r 
every o!her week to "Iroublesnoo,"," if 
there are problems with. pttnctuality or 
attendance, or if lhe client needs help 
with child care or housing, fhe oonnselor 
wiil intervene. 

After the probationary period. the em­
ployee is paid a standard wage, The sup· 
pOrt America Works provides during the 
transition penOCI is clearly effective; an 
estimated 85% to 9(r,o ot its clients are slill 
in their jobs at the end of the firsl year. 

America Works confoUllIis the shared 
pessimism of both Libera!s and conserva­
tives about the possibUlty of getting wel­
Iare recipIents Into jobs quickly, It points 
beyum1 the familiar "won't worj;" \'5. 
"can't W(lrt" argument. toward. pTag· 
math,. Intermediate solutions. There ..Ire 
thOllSands of welfare recipients who de­
serve a better chance than the one the wei· 
fare bureaucracy now anoros, ' 

Mr. Stern is u poricy adriser 10 Nell' 
l'ork's Cily Councif president. Jan Rosen, 
bmI. professor of sociolOfJ!I at f.mrg lslnnti 
Uflit'€TSi(II, cO!laborotro on this artide, 
which is adapted from the summer lS1lUf! Of 

the MmtMttan Institute's City Journal. 
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NOTE 

SUBJECT: Economy and Jobs Background PapersI· 

Items 1 and 3 listed on the memo from Paul Dimond should have 
already been distributed to you. If for some reason you do not 
have them, please call Michelle at 456-7981 for a copy. 

Also, the Appendix A for item 7 included in this package was 
comprised by Bonnie Deane of the National Economic Council. 
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Welfare Reform in the context of other Public Policy 

Affecting .:Jobs 

Welfare to work transition requires the availability of 
work; which is a function of the state of the macro-economy plus 
the impact of policies that particularly affect the low-wage end 
of the job market. The Economy and Jobs Issue Group 1s looking 
at these demand for labor considerations for the Welfare Reform 
Working Group. This work COmplements that of other issue groups 
focused on the welfare population and its potential supply of 
labor. 

Major effects on the size of the low wage job pool will come 
from the future macroeconomic path of the economy and from broad 
structural changes such as the shift to services and the widening 
compensation gap between those with and without knowledge skills. 
In the context of these major forces I identifying the effects of 
particular public pol iciesT even those directed at the low income 
population, will be difficult. Nonetheless, policy analysis of 
welfare reform cannot proceed satisfactorily without recognition 
that other policies with the potential to affect recipients job 
prospects are also in play. 

Policies identified as material to this analysis are: 
1. Earned income tax credit 
2. Health care reform 
3. Immigration 
4. NlIFTlI 
5. Empowerment ~ones 
6. National Service 

These may affect the supply of jobs for which welfare 
recipients might qualify (will they be reduced as a result of 
mOre direct low wage competition frOm Mexico under NAFTA) or the 
competition for such jobs (immigration). If supply is affected, 
the effect may be positive or negative (additional home health 
care'workers under health care reform vs. reduced low wage jobs 
more generally as a result of payroll tax increases.) Behavioral 
changes may occur among workers or employers (increased EITC draw 
more people into low-wage market; employers offer jobs at lower 
pay Bcales). Programs mayor may not be structured to provide 
some particular arrangement or advantage for participation of 
welfare populations (empowerment zoneB)~ 

HHS is developing a dynamic simulation model to evaluate 
where welfare recipients end up over time under different 
combinations of welfare requirements and services. If the 
policies identified above have any potential to affect that 
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result in 8 measurable waYr it is important to know it and 
reflect it in the model~ If their effects are not expected to 
rise to that level of slgnificance~ a qualitative statement of 
the nature, direction and general magnitude of any effects will 
be sufficient. 

An example summary of effects for NAFTA. which does not show 
impacts of model slgnlflcance¥ is attached. 



NAFTA and the us Low-Wage Job Market 

• 	 Economic libekali~ation moving ahead sharply in third 
world. Capital inflows and rising education promise growth 
rates well beyond those of OECO--such that developing 
countries become engine of global growth and source of most 
(70%) of world GOP in 25 years time. 

• 	 Developed countries interests lIe in promoting and 
benefitting from this growth. Resistance strategies harm 
all parties severely. 

• 	 NAFTA is exhibit 1 of good policy dlrectioo--because Mexico 
a liberalization leader, future large economy and natural 
market partner with common border and significant existing 
ties. 

• 	 Studies* show all member countries gain from NAFTA, Mexico 
most because smaller and previously protected. us gains by 
exporting to growing Mexico: exports increase 5-27% over 
baseline. However, because Mexican economy currently small 
relative to us (4.5%)~ resulting GDP increase here very 
modest (.02 to .50%). raising aggregate employment a 
limited .03 to 2.5%. 

• 	 COncern about low-wage job displacement in US not borne out 
in models. Although results are mixed directionally--some 
gains, some losses--effects are almost indiscernible given 
small scale of Mexico compared to US. Studies showing 
measurable decline (less than 2%) are predicated on extreme 
development assumptions (Mexico replicate Italy) or 
increased migration to us. 

• 	 Conclusion: Small aggregate gain to us from NAPTA not 
achieved at price of material employment or wage declines 
for low-skilled w9rkers. Main benefit may be symbolic-­
pointing global trading system toward more liberalization 
which raises scale of growth effects. Whether scaled-up 
aggregate growth continues to offset dampening effect of 
increasing overseas competition on US low-skilled jobs 
remains to be seen. Education and training are more 
reliable long-term approaCh to riding the wave of third 
world growth rather than being inundated by it. 

*Economy-wide modeling of the ECOnomic Implications of PTA with 

Mexico and a NAFTA with Canada and Mexico~ us International Trade 

Commission# May 1992. 


See also: 

Potential Impact on the US Economy and Selected Industries of the 

North American Free Trade Agreement i USITC~ January 1993. 
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TO: DEBBIE LUCAS 

FROM: DARRYL WILLS 

SUBJECT: The Working Poor 

Defining the "working Poor" 

o 	 Defining who the working poor are is a first step in 
counting their numbers and analyzing their 
characteristics. 

Although one could define the working poor as simply 
people who worked at any ti~e during the year and 
whose income was below the poverty level t this 
definition is likely to include substantial numbers 
of workers who worked a small number of hours and 
who could have earned income above the poverty line 
by working more. 

On the other hand there may be obstacles preventing 
many such workers from working as many hours as they 
would like. 

A reasonable definition should reflect at least a 
moderate degree of labor market attachment and work 
effort. BLS researchers Bruce Klein and Philip Rones 
define the working poor as "persons who devoted more 
than half the year (27 weeks) working or looking 
for work and who lived in families with incomes 
below the official poverty level." 

.'Ib.§ Working Poor in 1990 

o 	 In 1990, 6.6 million workers in the labor force more than 
half the year lived in families or households with income 
below the poverty level ($13,359 for a family of four). 

These working poor made up 5.5 percent of workers 
in the labor force more than half the year. 

Slightly more men (3.4 million) than women (3.2 
million) were among the working poor although the 
poverty rate of workers was higher for women (6 
percent) than for men (5.2 percent). 

1 
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• 	 This resulted largely from two facts: women 

were more likely than men to head families on 
their own and on average had lower earnings 
than men. 

As with the overall poverty rate, the incidence of 
poverty among workers varied significantly by racial 
and ethnic group and Sex. 

• 	 4. B percent of white workers in the labor force 
for 27 weeks or more were in poverty~ compared 
with 12 percent of black workers and 13 percent 
of Hispanic workers. 

• 	 The incidence of poverty among workers was 
greatest for black women (14.4 percent) * 
followed by Hispanic men (13.8 percent} and 
Hispanic women (12.2 percent). The working 
poverty rate of black men (9.7 percent) was 
twice that of white men and women (4.7 percent 
and 4.8 percent). 

• 	 The different rates of working poverty lead to 
the following distribution of the working poor: 

Demographic Group percent 2L working ~ 

white men 41 
white women 33 
black. women 14 
black men 9 

HispaniC men 11 
Hispanic women 6 

Note: IlHispanicl! includes both blacks and whites. 

Labor Market Problems of the Working Poor 

o 	 The poverty status of workers can be traced primarily to 
three often overlapping problems: unemployment. 
inVOluntary part-time work, and low earnings. 

Among workers who typically worked full-time and 
were in the labor force for more than half the year 
(90.6 million). 3.4 million were in poverty. or 3.8 
percent. 

The effects On workers' poverty status of the labor 
market problems mentioned above is clearly evident 
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in the poverty rate of workers who did not 
experience any of these problems, .6 percent~ 

In contrast, workers who experienced just one of 
these problems had an average poverty rate of 9.8 
percent and those experiencing more than one labor 
market problem had a poverty rate of 26 percent. 

The single most important labor market problem 
contributing to worker poverty was low earnings. 
BLS economists 3ennifer Gardner and Diane Harz 
define low earnings as an hourly wage of $4.18 or 
less in 1990 (based on the average real value of the 
minimum wage between 1967 and 1987}1 which at a 40­
hour work week translates into $192.40 per week. 

• 	 Two-thirds of the workers who were in the full ­
time labor force more than half the year and 
who were below the poverty level suffered from 
low earnings. 

• 	 The poverty rate for all workers in the labor 
force more than half the year with low earnings 
was 23.7 percent. 

unemployment was also an important factor in the 
poverty status of the working poor with 47 percent 
experiencing this problem during the year. 

Involuntary part-time employment was a problem 
experienced by 23 percent o~ the working poor. 

Family Relationships ~ ~ Working fQ2r 

o 	 Of the 6.6 million workers in the labor force more than 
half the year and in poverty, 2'.6 mi llion lived in 
married-couple families and L 7 million lived in families 
headed by women. About 2.1 million were unrelated 
individuals. 

About 17 million people lived in families below the 
poverty line with one or more workers in the labor 
force more than half the year. 

• 	 About 9 million of them lived in married couple 
families; nearly 7 million lived in families 
headed by women. 

• 	 About a million children under 18 lived in 
these families -- about equally divided between 
married-couple and female-headed families. 

3 



o 	 Working poverty rates vary greatly depending on the 
family role of the worker. 

Women who maintained families had the highest rate 
of working poverty (17.4 percent)~ This was twice 
the rate of men who maintained families (8.7 
percent) and seven times the rate of working wives 
(2.4 percent)r most of whom live in families with 
two or more earners. The rate among unrelated 
individuals of either sex was 9.3 percent. 

o 	 As with all workers, the poverty rates of women who 
maintain families varied by racial and ethnic group. 

Black women maintaining families who were in the 
labor force for more than half the year had a 
poverty rate of about 27 percent. The rate for 
Hispanic WOmen was about 26 percent. 

Among white Women maintaining families and in the 
labor force, about 15 percent were in poverty. 

Labor Market Problems of Women Who Maintain Fa~ilies 

o 	 In 1990, 5,3 million women maintaining families Were in 
the labor force more than half the year as full-time wage 
and salary workers. 

The poverty rate of these women was 11.8 percent~ 

The poverty rate of such women experiencing none of 
the labor market problems mentioned above was 1~9 
percent. 

o 	 The I ikel ihood of experiencing labor market problems that 
contribute to poverty was greater for women than for men 
and women who experienced these problems were more likely 
to be poor. 

',.'.. ,I '-' If..:,,',... The most serious problem contributing to poverty 
.,.1 among female workers maintaining families was low 
II earnings. which affected 74 percent. The poverty, rate of these women was S4 percent. 

Unemployment and involuntary part-time work were 
also important problems for women maintaining 
familie~. with 39 percent of thos:e- exper~encing ,..( /) /' 
either 10 poverty. 	 ~\ --wJ \,11v 
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Ih§ Poverty staty~ Qf Working Mothers 

o 	 Of the 6.6 million women maintaining families who were ~( 
in the labor force for mOre than half the year, 4.6 
million were mothers. 

I ,1"J
These workers had a poverty rate of 24 percent. M...dt 2?­

!)Jv-,<;: " 
.Among the 3.1 million white 'Working mothers, 20 1~~f''5 
percent were in poverty I compared with 34 percent 
of the 1,'3 million black working mothers and 34 
percent of the 401 thousand working mothers of 
Hispanic origin. 

o 	 Younger working mothers and those who never married were 
more likely to be poor. 

Fifty-three percent of mothers in the labor force 
more than half the year between the ages of 20 and 
24 were poor I as were 30 percent of those between 
the ages of 25 and 34. 

Among work ing mothers who had never marr ied, 3: 7 
percent Were poor compared with 16 percent of those 
who were divorced and 12 percent of those who were 
widows. 

Alternate Definition Qi the Working Poor 

o 	 A more restrictive definition of the working poor 
includes only those who 'Work full time. year round and 
are in families below the poverty line. 

By this more restrictive definition. 2.1 million 
workers in 1991 had incomes that left them in 
poverty, 2.6 percent of all full-time, year-round 
workers. 

• 	 Female workers comprised about 850 thousand of 
the working poor under this definition, or 2.6 
percent of all year-round full-time female 
'Workers (32.5 million). 

• 	 Female workers heading families with children 
under 18 years and with no spouse present made 
up 359 thousand or 42 percent of female full ­
time workers in poverty. 

• 	 Of the 3.1 million women heading families with 
children under 18 who worked year-round I fu11­
time, 11.7 percent (359 thousand) were poor. 
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o 	 Household and Family Relationships 

Of the 2.1 million, year-round full-time workers in 
poverty in 1991, 1.6 million were in families. 

• 	 One million of these workers were in rnarried­
couple families. 

• 	 Five hUndred thousand were in female-headed 
families, 390 of whom were the householders. 

• 	 Four hundred thousand were in female-headed 
families with children under 18 years with 360 
thousand being the householders. 

About 6 million peOple lived in families below the 
poverty line in which there was at least one year­
round, full-time worker. 

• 	 Four million lived in married-couple families, 
1.9 million of whom were related children under 
18 years. 

• 	 About 1.7 million lived in female-headed 
families, 905 thousand of whom were related 
children under 18 years. 

About 446 thousand of the full-time, year-round 
workers in poverty were unrelated individuals# 282 
thousand male and 164 thousand female workers~ 

o 	 Although workers of all demographic groups who work year­
round full-time have a low likelihood of being poor, 
there are significant differences in their working 
poverty rates. 

Among white year-round, full-time workers, 2.4 
percent were poor in 1991 compared with 4.8 percent 
of black workers and 8.4 percent of Hispanic 
workers. 

Young workers between the ages of 18 and 24 are more 
likely than other workers under 65 to be in poverty 
despite working year-round, full-time. 

• 	 4.5 percent of young year-round, full-time 
workers were poor. 

• 	 The rates of young black and Hispanic workers 
were 7.5 percent and 9~3 percent respectively. 
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Family composition is also an important factor in 
the poverty status of year-round, full-time workers. 

• 	 About 1 million year-round, full-time workers 
in married-couple families were poor, 1.9 
percent of such workers. 

• 	 In contrast, 450 thousand of 6.8 million year­
round, full-time workers in female-headed 
families were poor, or 6.6 percent. 

• 	 And in female-headed families with children 
under 18, 409 thousand of the 3. B million year­
round, full-time workers were poor. a poverty 
rate of 10.B percent. 

Work 	 Experience gng Transitions Int2 And ~ gf Povert~ 

o 	 Persons who work year-round full-time are less likely to 
enter poverty and more likely to exit poverty than 
persons who work less or not at all. According to the 
Survey of Income and Program Participation: 

Of 65 million persons ages 18 and over who worked 
year-round full-time in 1987 and 1988, only .5 
percent entered poverty in 1988 I compared with -4 
percent of persons who worked less than full-time 
both years and 2.5 percent of those who did not work 
at all in both years. 

Of the 8Bl adults who worked full-time year-round 
in 19B7 and 198a who were poor in 1987, 48 percent 
exited poverty in 19B8, compared with 37 percent of 
persons working less than full time in both years 
and only 16 percent of those not working in both 
years. 

Workers who increased their work effort between 1987 
and 1988 were less likely to fall into poverty and 
more likely to exit poverty than those who decreased 
their work effort. 

• 	 Five percent of persons who decreased work 
effort in 1988 entered poverty compared with 
1 percent of those who increased work effort. 

• 	 Fifty percent of persons who increased their 
work effort left poverty in 198B compared with 
24 percent of those who decreased their work 
effort. 
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Can tM Economy Absorb 1ncreased Labor Force 

Participation by WeI/are Recipients? 


The purpose of our working group is to analyze if, and how. the economy can absorb a 
substantial increase in the labor fo:rce participation of welfa~ recipients. To do thi.s, we 
must first develop a conceptual framework and some working hypotheses about bow labor 
markets funct.on, how the characteristies of welfart; recipients aJrect their ability to 
participate in the labor market, and what policies would facilitate their tranaition into 
employment The purpose of this memorandum is to sketch out one framework that focuses 
on the interrelationship among worker productivity, the minimum wage and the 
~ser;ation wage as an important issue that must be addressed. 

Labor Market Structut"e 

Economists have advanced 8: number of theories to explain wage rigidity and 
involuntary unemployment. Examples a~ efficiency-wage and insider-outElider models, 
aiong with theories about the role or unions and government regulations in wage and 
employment determination. These theories seek to explain why unemployed ... or 
polentially unemployed - workers cannot in general underbid employed workers to obtain 
jobs. As 1 understand them, the theories focus primarily on the cyclical behavior of labor 
markets, and they need not necessarIly ex.plain the structural unemployment that exists 
even when economic activity is at or near capacity. In addition, they presumably pertain 
mo~ directly to labor markets characterized by larger employers, higher.skiUed workers 
and longer job tenure. In contrast, I assume that the labor markets into which welfare 
recipients would enter are more likely to be characterized by amaller employers, lower· 
skIlled occupations and higher turnover. If these presumptions are correct. the more 
general theories ofinvoluntary unemployment are less likely to apply to these markets, but 
an alternati....e expJanation for involuntary unemployment - the ex.istence of minimum 
wage regulations - is likely to be a more ACrious impediment to market dearing. 

For the sake of argument, I will assume that the labor markets of interest for welfare­
to-work transition are. with the exception of the minimum wage, not characterized by 
involuntary employment. This assumption allows uS to focus on what seems to me to be 
the most likely scenario for the welfare·to-work transition) Under this assumption, 
welrare recipients win be able to make a suCC€"ssfuI transition into employment as long as 
the vaiue of their marginal product (net of any applicable frictional costs) is higher than 
both the minimum wage and their reser;ation wage. In addition, employment of these new 
ent~ants into the labor force will not cause existing workers to lose their jobs unless any 
dec!"ease in the wage rate necessary to secure employment for the new workers decreases 
the' value of the marginal product of existing workers below the minimum wage or their 
reservation wage.' The problem is to determine under what conditions it ie feasible to meet 
these conditione, and bow this might be done. Components of the solution include 

ITo the extent that thitl SJ8umption is not veli.d. the roO" J&neral th.on.. ofi.nvoluntary unllmploYrMni 
would hove to ~ .clclnt88ed and appropriate peliey prellCrip1.ion. dev.loped in ordar t.G improve th" ehsnee or 
tueeeiS in .....elfaro reCorm. 

'The ertenl to which WqNi rrH.IIl ran to ~ommod.t. itu~reAHd amplo)"IIlonl. W • function of thq, 
1II1A.ticity of demand for labot. To the- -tIWlnt that t.tw Unitt<d States j. an opon economy, with limited merket 
power, the elasticity w.iU be very high and .mall r&Ouction, in wflie, will .coomp.ny Jarge jpereaHI!I in 
employment. 
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increasing worker productivity, reducing (at least under certain circumstances) the 
reservation wage, and minimizing (or at least reducing) any labor market distortions 
c.reated by the minimum wage a.nd the frictional e£)sts of hiring and firing. 

Worker Productiolly 

The least controversial, but most problematic. objecti"lle of welfare reform is to ensure 
that the potential productivity of welfare recipients is sufficiently high that they can be 
employed at a wage that enabJes them to be selt·supporting and warrants the inveatment 
required 10 achieve this goal. This is also the objective of other labor force programs that 
focus on dislocated workers and individuals making the transition from .school to work, 
Determinants of productivity include. inter alia. initial endo'Wments. formal schooling, on­
the-job and other employment~Bpecific training. and the capital·to~labor ratio, The efficacy 
of methods to increase labor productivity is subject to considerable uncertainty. Given the 
central role that these methods will have to ptay in achieving employment objectives. a 
high priority should presumably be given to decreasing this unoortainty and designing 
effective, productivity-enhancing programs, 

The heterogeneity of the welfare population will playa crucial role in whether. and 
when, different productivity-enhancing programs can be expected to work. It is useful to 
distinguish among three stylixed groups, The first consists of individuals who have 
sufficient human capital rocompete successfully in the labor Market. and are in the welfare 
system for re8$ODS other than their labor·market prospects, The second consists of those 
who would not be sufficiently productive immediately. but who would need only transitional 
assistance to develop sufficient human capital to be successfuL The third consists of those 
who, for whatever reason, would require permanent assistance to effectively participate in 
the labor market. Jnveatments in the we1tare·to·work transition of the first two groups are 
likely to be much easier to justjfy in tErm6 of their direct contributions to output, 
Investments in the third group would require a more comprehensive coat·benefit analysts. 
In addition, to the extent that some individuals cannot make the transition from welfare to 
work, there may be tension between the policies that would maximize the incentives to 
make the transition and our desire to provide adequate support to those individuals who 
are not able to make the transition. 

Reuroation Wage 

The reservation wage - the wage necessary to entice an individuaJ into accepting 
employment - is determined largely by the cliff.ronco between the .uppert the individual 
would receive if employed relative to that received when unemployed. the additional cosls 
incurred by being employed and the individual's pre(erence. or lack thereof. for being 
employed. Public pelicy directly affects the reservation wage by setting the level of suppert 
an individual receives in both the employed and unempioyed states, For instance. reducing 
general welfare support and increasing a wage supplement such as the earned income tax 
credit would both reduce the reservation wage, but presumably with 'Very different 
potential effecte on both program costs and program perfo:rtnance, The former would 
increase the incentive for existing welfare recipients to find employment. but reduce the 
level of ,support for those not able, or choose not, to do 80." The latter would al80 increase 

3ft will al.o make thoiMI wbo fmd work aa: a "slIh 01 the .... d!,let,ion in .\iPPCl"t. "WONIEI orr Blnce they ani 
lor<:ed to ehonSIi tbeir behavior, and C6uld actually reduce the ".oUf'OO' avtillable to theN individ!,lal6, 
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the incentive to find a job - in this case without making those remaining unemployed less 
well ofT - but at the oost of increasing public support for the existing "working poor," 

Minimum Wage 

The minimum wage is obviously the variable over which the government has the most 
direct oontrol The Question is: What objective do minimum-wage regulations attempt to 
achieve? 1n general terms, r assume the objective is to increase the income of at least some 
individuals. by increasing the wage they would otherwise be paid. hy more than it 
decreases the income of those individuals who might be priced out of the market. Recent 
evidence on whether the minimum wage decreases the level ofemployment is ambiguous. 

Under the assumption of otherwiseooompetitive labor markets adopted above. 
traditional economic theory would predict that the minimum wage would reduce the 
employment prospects of low·productiyjty workers, With I'Bspect to enhancing the welfare· 
to-work transition, the minimum wage is al80 likely to be in confHct with policies to improve 
productivity and increase the incentive to work. First, to the extent that work experience 
and on·the·job training are important determinants of productivity. a minimum wage that 
precludes an (originaUy) ]ow·productivity ind.i\rjdual from getting a job would also preclude 
the human-capital enhancements that accompany employment. Second. the minimum 
wage also curtails the use of wage supplements to equate a wage offer to the value of an 
individual's marginal product at a point at or above the worker's reservation wage, FinaHy, 
the existence of a minimum wage reduces the ability to target those workers for whom we 
want to increase the return to work 

Summary 

The above framework is deeigned only as a means to start the discussion, It includes a 
number of assumptions that are open to question, and the tentative conclusions drawn 
from these assumptions are only illustrative. Questioning either the assumptions or their 
implicatIons, however, might help to develop a more comprehensive speCification of the 
problem we are trying to address. For instance: Is it reasonable to assume that welfare 
recipients wilt be likely to enter an essentially competitive labor market or not? Will the 
initiaJ productivity of individuals making the transition from weJfare to work be suffidently 
low that the minimum wage or the individuals' reservation wage will stand in the way of 
fmding a job? Can programs to increase human capital be developed to bmit the duration 
of this probiem? PlaCing questions like these in 8 general context will make anawers to 
them more useful in defining a welfare·to·work program. 
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GETTING AIDe RECIPIENTS INTO PRIVATE SECTOR JOBS 

In a time-limited welfare system, the goal will be to get as many women into private sector 
jobs as possible, so as to reduce the costs of a CWEP or PSE program. The problem is tbat 
women on AFDC (end to have low educational attainment and limited labor market 
experiences. Further, their attachment to the Jabot force is often tenuous given tbe entire set 
of background faclors and cin:umstance.s that led them to require AFDC in the first place. 
This paper examines possible strategies for increasing the placement of AFDC women in 
private sector jobs. JI includes sections on barriers to employment of women receiving 
AFDC; the effectiveness of job tr.Uning in increasing employment levels of economically 
disadvantaged women~ job development and case management; educational interventions; 
other JX,lssible strategies for increasing the long~tenn employability of women on AFDC; and 
issues relating to helping women on AFDC fmd and stay with private sector jobs. 

I. BARRIERS TO EMPLOYME."iT OF WOMEN RECEIVING AIDe 

The target population for an employment and training program aimed at women receiving 
AFDC will differ depending on whelher the program is targeted on existing AFDC recipients 
or new enrollees. Recipients at a point in time are Jess likely to be teenagers, Jess likely to 
have a chUd under the age of three, and more likely to be a minority rhan persons entering 
AFDC for the firs.t time. 

Assuming that a lime-limited welfare system win initially onJy concentrate on new entrants, 
the target population would be fairly young--30 percent would be under 22 years-old and 70 
percenl would be 30 years-old or less (Ellwood). The target population would also be 
largely minority and have low educationa1 attalnment--over half would be black or Hispanic, 
.nd 47 percenl wauld be high school dropouls. The target population would also be fairly 
likely 10 live in high-poverty neighhorhoods--36 percent of persons who receive cash 
assistance (AFDC, GA. and SSI) live in areas of 20 percent or higher poverty, and 61 
percent of blacks roceiving cash assistance live in such areas (Census Bureau). 

The taflJet population would .150 largely consisl of women with young children--S1 pereent 
would have child under three years-old, 74 percent would bave a cbild under six, and 93 
percent would have a child 10 years-old or less, The target population would also include 
many WOmen with more than one child~-43 percent would have only one child Of be 
pregnant, another 43 percent would bave twO or Ihree children, and 14 pe"",.t would have 
more Ih.n tbree Children. Finally, the target population win include a fairly large proportion 
of women with either no previous Jabor market experience or no recent labor market 
e'perience--34 percent will have not worked within tbe last two years (Ellwood). 

These statistics suggest a population that as a whole will not be competitive in the private 
sector labor market. Low educational attainment and rack of work experience will preclude 
many of these WOlllen from decent-paying jobs. Living in • high-poverty neighborhood will 
reduce their access to jobs, and the lack of positive role models will help keep their 



eXj)eCtalions low. Being a singJe mother with children will make it difficult for these women 
to both work and run the household. and Ihus to maintain a job once they fInd one. 

Over half the total costs of AFDC go to cases in whicb the women entered AFOC as a teen 
parent. 	and leen parents as a group fa"" partiQllarly difficult barriers to employment (Moore 
and Burt. Quint et.al.). Teen mothers lend to come from economically disadvantaged 
families. to be from minorily families. to have grown up in single-parenl housebolds. and 10 
have Jow Qiucational and occupational aspirations (Polit). As is true of AFDC n:dpients in 
general. leen parenls are also more likely than the overall population to live in high-poverty 
neighborhoods (Hogan and Kitagawa). 

D. THE EFFECTIVENESS OF JOB TRAINING· 

Remedial basic education, vocational trainlng .. work experience. and job search assistance are 
tbe prime mechanisms used by tbe current AFDC system to move recipients into private 
sector jobs. Within the last ren years, there have been severa! random assignment 
evaluations examining tbe effectiveness of various job training interventions. 

Random assignment srudies of job training employ experimental techniques similar to medical 
research, Program applicants are divided into treatment and control groups through a 
lottery, Control groups are denied job training services from the particular program under 
srudy 10 establish what would happen in lhe absence of the program. Individuals in the 
lreatment and control groups are then folJowed~up over time to deiennine if the training has 
had an impact on posl-program outcomes such as employment, earnings. and educational 
attainment. Since the focus of tlus. paper is increasing the employment of AFDC women in 
lhe labor market. the results presenled below emphasize the employment impacts of Ihese 
programs, These employment impacts compare the proportions of the lreatment group and 
conlrol group who have jobs during a post-program follow-up period. 

Adult Women 

Positive but generally modest net impacts on employment levels of adult women have been 
found from various random assigrunent evaluations of job training programs: 

o 	 The National JTPA Study sponsored by DOL r.mdomly assigned 20.000 JTPA 
applicants in 16 SDAs to trealment and control groups over the period 
November 1987 through September 1989. Roughly one-third oflhe adult 
women in the sample are AFDC recipients. During the 15 to 18-month period 
following random assignment. 58 percent of adult women assigned to receive 
classroom lraining were employed, as compared 10 55.5 percenl of the control 
group. During the same follow-up period. 69 percent of adult women assigned 
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to on-the-job training were employed, as cempared to 67 percent of the centrol 
group (Bloom et.a1) 

o 	 The San Diego Saruration Work Initiative Model (SWIM) in many respects 
resembles current welfare refonn proposals in that it attempted to provide job 
search assistance, job training, or work experience to all AFDC beads of 
households without young children. The evaJuation results are of interest 
because data are available for a five-year follow-up period. During the fU"St 
year of follow-up, women in the experimental group had an employment rate 
of 33 percent as compared to 26 pe"",nt for centrols. By the ftfth year of 
foHow-up, however, the employment rates of the two groups were almost tbe 
same, as centrol, caught up with participant' (Friedlander and fIllmiIton). 

o 	 California'S Greater Avenues for Independence (GAIN) program provides for a 
combination basic skills training, vocalionaJ training, and job search assistance 
for AFDC recipients. At the end of the sewnd-year follow-up period, 29 
percent of [he women in (he freatmen( group were employed, as compared to 
23 percenl of the control group. The strongest ftndings were in Riverside 
County, where 35 percent of the treatment group was employed at the end of 
the second year, as compared to 24 percent of controls (Friedlander euL) 

o 	 Srudies by MDRC of State welfare-Io-work programs that emphasize job 
search suggest that such a low-cost intervention can have a modest impact on 
earnings even up to the three years, but that the impacl is nOl as large as more 
expensive, comprehensive interventions. In the Arkansas weIfare-to-work 
program, 24 percent of experimentals were employed at the end of the third 
year of follow-up, as compared to 18 percent of controls; in tile ViQlinia 
welfare-to-work program, 35 percent of experimentals were employed at the 
end of the thiro year, as compared to 29 percent of controls; and in a Cook 
County program, there were virtual1y no employment differences between 
experimentals and controls after lhe first follow-up year (Gueron and Pauly). 

o 	 A Rockefeller Foundation srudy of training programs for minority female 
single parents found disappointing results in two sites, somello1hat positive 
results in a third site, and very strong positive earnings gains of 25 percent for 
the Center for Employmem Training (CEI) in San Jose. During a foUow-up 
period of roughly between two and Ibree years, 66 pe"",nt of the treatment 
group had been employed at some point, as cempared 10 58 percent of Ibe 
control group. The CET program is quite structured and offers concurrent 
basic education and job training with close interaction with case managers and 
instructors with eXlensive industry experience (Burghardt et.aI.). 

a 	 The Supported Work demonstration conducted in the late 1970. provided 
sheltered work experiences to various target groups, A year after most women 
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in the AFDC treatment group had left or gradualed from their Supported Wori< 
job. panicipants bad a 42 percent employment rate as compared to 35 pen:an 
for the control group (MDRC). 

o Using data from various State welfare to work evaluations and the National 
ITPA Study. reseaIcl>ers have looked al tile issue of wbether training was 
more effective for the most job-ready or least job-ready. The welfare-u>-wor\( 
studies lended to sbow that !be most-job-ready could do just as well on !beir 
own; thaI an intermediate group benefirted the most from the program; and 
that the least job·ready did not benefit and probably need more intensive, 
comprehensive interventions (Gueron and Pauly). The National ITPA Study 
found that, for adults. the most job·ready had the best results--again suggesting 
the need for more romprehensive interventions for the least job~ready (Bloom 
ct.al.). 

o 	 None of the above studies find that training programs IDbemselves can 
syslemalically lift families out of poveny. For example. Ihe San Jose cm 
site in the Minority Female Single Parent demonstration has had one of the 
suoQgest net earnings impacts found to date, and that program increased . 
average annual earnings at the IS-30,montll follo ...·up from $4,800 for 
controls to 56,000 for parlicipants-,still well helow the poverty thresholds in 
place during the follow·up period of $9,S8$ for a family of three and $12,675 
for a family of four. 

Female Youth 

Generally disappointing employment effects for female youth have been found in several net 
impact 	evaluations of job tmining programs: 

o The National JTPA Study found no net effect on the employment levels of 
female ou!-of-school youth IS-months after raodom assigoment. During the 
laS! three months of the follow·up period, experimentals and conlrols had the 
same 60 percent rate of employment. (Bloom et.ol.). Preliminary ""ull> 
from the 3D-month follow-up, however, suggest that classroom training may be 
starting to have an impact on earnings, and thus perhaps on employment 
levels. 

o 	 The JOBSTART demonstration funded in part by DOL attempted 10 provide a 
fairly comprehensive set of hasic skills and vocational skills 10 dropout youth 
with low reading skills. During the fourth year of follow·up. young women 
wbo emered the program wilh children had tI1e same 49 percenl employment 
rate as controls. Young women whO' entered the program without children had 
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a 61 percent employment tale in the fourth year of follow-up, as oompan:<! to 
57 percent of the control group (Cave and Doolittle). 

o 	 Overall, JOBSTART had only a minor impact on the earnings of young males 
and females. One site, bowever, that did have positive resu'ts is the eEl' 
progrnm in San Jose~~the same site that had the most positive results in the 
female single parent demonstration. 

o 	 The Summer Training and EduC'ltion Program (STEP) added remedial 
education, life skills, and sex education oomponenlS 10 trndilional summer 
employment programs. The evaluation of STEP funded in part by DOL found 
short-tenn positive impacts on math and reading scores, but 110 long-leon 
impact on staying in school, employment, or teen pregnancy (Grossman and 
Sipe). 

o 	 Project Redirection was a penject started in 1980 aimed .t providing 
comprehensive services to pregnant and parenting adolescents, In addition to 
various educational and job-related interventions, the program also provided 
pareming classes and paired each teen enroUees with an adult volunteer who 
could offer guidance and friendship. The evaluation used a comparison group 
rather than a random assignment design. 

o 	 At the one·yea.r follow·up point, the Project Redirection evaluation found gains 
in educational anainmenl and employment, and decreased pregnancy. At the 
two-year point, most of these gains had disappeared, leading researchers 10 
conclude that the program's impacts were transitory. However, at the flve~ 
year foUow-up point, Project Redirection participants had better outoomes lhan 
tbe comparison group in terms of employment and reduced welfare 
dependency. Participants had a 34 percent employment rate during the fifth 
year of follow-up, while the comparison group had a 24 percent employment 
rate. Most important, the five-year results showed gains in the developmental 
slages of the children of participants--suggesting inter-generational henefits of 
such programs (Po~t el.aJ). 

Summary of ,"",son.. Learned 

The net impact evaluations suggest that: 

o 	 Job (raining programs can increase the employment rates of adult ",'omen, at 
least in the first one or ~'O few years after training is received. For example, 
in the SWIM demonslJatjon. participants bad 33 percent employment rate 
during the first year of follow-up as compared 10 26 percenl for controls. In 



the six GAP.< si,es, participants had a 29 percen, employment !lite in !he 
second follow-up year, as compared to 23 percent for controls_ 

o 	 It is nor clear, however, whether the initial favorabJe position of participants 
over controls persists. It is disappointing that in the SWIM demonstration, the 
initial positive net impacts on employments were not sustained. By the fIfth 
year of follow-up, con'rol group women had caugbt up with experimentals, 
with experimenta.1s having a 33 percent employment rate and controls having a 
32 percen' !lI'e, 

o 	 The resullS from 'be SVV1M and GAIN evalua,ions show that even in the initial 
years of follow-up, there will be signifiC<!llt number.; of former participants 
who are not working. For example, only 33 percent of SWIM enroUees were 
employed during tbe fi"t follow-up year, and only 29 percent of GAIN 
enrollees were employed during tbe second follow-up year, This suggests that 
only about a tbird of AFDC participams in a job training progr.un will be able 
on lheir own to fmd a job. We wilJ need to move towards improved job 
training or to some other intervention if we are going to reach the other two­
thirds of AFDC population, 

o 	 The results of these various demonstrations also indicate that net impacts on 
employment can vary greatly across programs and even across sites within 
programs. Some of these differences may be due to chance, local economic 
conditions, or the motivation of staff that may nol be replicable, However. 
some of these differences may be due to program design features that should 
be incorporated to the extent appropriate in all programs. 

m. JOB DEVEl.OPMENT ~"'D CASE MA.'I,'AGE.'\ffiNT 

Job Development 

Direct job placement as a stand-alone intervention was tried during the early 1970s by tbe 
Work Incentive (WIN) Progmm, WIN was established in 1967 to assist AFDC recipients 
move from welfare dependency to self-sufficiency, As initially operated between 1967 and 
1971, 'he WIN proglllm emphasized job training to improve tbe oo:upational skills of AFDC 
recipients, The 1971 Amendments to WIN (tbe Talmadge Amendments) changed the 
diroction of WIN from l!lIining to immediate job placement, This change was reinforced in 
1975 when an emphasis became placing new AFDC applicants into jobs in order to avoid 
lheir ever actually receiving welf""" Priority was pu, on diroc! placement of the most 
employable registrants, Subsequent to 1975, the direction of WIN shifted agaln to a more 
halanced approach towards placement, supportive services, counseling, and training 
(Nightingale and Ferry), 
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An evaluation of WIN ""ndueted in 1974 and 1975 found !h.! roughly one-third"gfWIN 
participants were employed during a one-year follow-up period (Schiller). Interestingly, ihls 
is right in line with the proponions of AFDC recipients employed during the fl1'Sl and second 
follow~up years in more current welfare-to-work. demon.stnluons sllch as SWIM and GAIN, 
The WIN evaluation also found Iha! only one in nine WIN participants had lell AFDC during 
Ihe one-year follow-up period. 

The 1974-75 WIN evalu.tion did not use a randomly selected ""nlrol group, but rather a 
matched comparison group of AFDC recipients who were registered for WIN but did Dot 
participate. The evaluation found slight increases in earnings for participants, but DO 

reduction in welfare dependency (SclUller). The evaluation also ""neluded that jOO training 
for more disadvantaged AFDC recipients h.d a larger pay-off to society than direct job 
placement of more job-ready individuals (Schiller). A subsequent four-year fO!low-up to this 
report found positive impacts for work experience, occupational training, and public service 
employment. but not for immediate job placement (Temple), Again, tbe evaJuatioo used a 
comparison group rather tban a control group, and so tbe results must be interpm:ed with 
caution. 

Job development combined with job search assistance has been nied in youth programs such 
.s Boston's Jobs for Youth and Jobs for America's Oraduales. The 70,001 youlb program 
also uses basically a job development/job search assistance model. but also includes some 
basic skills development and life skills components. These programs are short-Ienn and 
inex.pensive. Random assignment of these job development programs for youth have not 
been done, but non-experimental Sludies of Jobs for Youth and 70,001 suggest !bat lbese 
programs have initial impacts on the employment and earnings of youth, but lhal over time 
these initial gains disappear (pIPV). 

The comparison group studies of WIN, Job, for Youth, and 70,001 suggest lhat direct job 
placement is nOi an effective strategy. 'This rmding would be much more solid if it were 
based on a random assignment evaluation. The MDRe random assignment evaluations of 
Slate welfare-to~work programs are somewhat relevant here. In some senses direct job 
placement is similar to job search assistance. in that these are both JOW-c05t interventions 
which try to place people pretty much .s they are in private sector jobs. It is reasonable 10 
expec' thal the jobs people fled for themselves in a job club will be comparable to what a job 
developer would find for them. As noted abuve, MDRC bas ""ncluded that job search 
assistance results in positive empJoyment and earnings gains that may be sustained over time, 
but that these impacts are not as Jarge as those found in more comprehensive occupational 
training interventions (Oueron a.nd Pauly). 

Thesc various experimental and non-experimental studies ,uggest that job development should 
nOI be considen!il as- a stand-alone intervention under welfare refofm f but rather as a 
component of a broader employment a.nd training strategy_ Low-(:oSI job development and 
job search assiS1ance could be used as a screening device to weed out people from expensive 
1raining programs who could have found employment on their own. Job development also is 
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important in making sure enroUees who have been tmined benefit from their training. The 
Job CorpSj for example, has an extensive job development component. Process evaluations 
of 'WIN indicate that job development can vary in its effectiveness, and that it is most 
effective wben it is done specifically for each enrollee instead of having job developers 
compile a pool of generic placements for program participants (Mitchell el.a1.). 

Case :Management . 

It is evident both from longitudinal survey data and from welfare-to-work demonstration 
projects that people often retum to AFDC after having left the program. A young women 
may have every intendon of Slaying in school or sticking with a new job, but any number of 
problems can undermine her progress and cause ber to quit anending school or lose her job. 
A case manager's role is to keep the person moving towaros self-sufficiency~*no matter what 
difficullies arise. The case manager can help the cHent deal with health problems, chUd care 
issues j problems with a boyfriend or with a mother, difficulties a child is having at school, 
or difficulties at work. In a [ime~limiled welfare system, it will be important to have a 
strong case management component because clients no Jonger will have their welfare checks 
to fall back on. 

The JllIS teen parent demonstration in Chicago, Newark, and Camden used a case 
management model, and the findings from the random assignment evaluation will be 
available soon. AdditionalJy, there are tWO olher random assignment srudies underway of 
programs that feature case management. 1t.IDRC's New Chance demonslration uses case 
management in serving a group at particularly high risk of becoming Jong~[enn welfare 
recipients··young women (ages 16-22 years old) who had children as teenagers and dropped 
out of school. The program is operating at 16 locations in ten States and includes some 
2,300 young mothers (and their chHdren). New Chance combines a wide range of services 
under one roof, including classes in parenting, child development, family planning, health, 
GED preparation. resume writing. and good work habits. Participants also get free child 
care--often on~sire~-and are assigned to a caSe manager who acts as counselor j advocate, and 
service coordinator. The results of the random assignment evaluation will be available next 
year. 

JllIS has recently started a random assignment evaluation of Project NetWork~-a 
demonstration that uses case managers to assist 551 and SSDI recipients return to work, 'The 
five~year evaluation will measure the impact of case management on 4,200 disability 
recipients in eight sites. Both recipients and applicants to the SSDI and ssr programs will be 
included in the study. 

A somewhat more intensive version of case management has been used extensively in 
assisting persons with mental illness rerum to work. caUed "supportive work"', this 
intervention includes case managers working directly with employers to deal with problems 
that arise on the job. This supportive work mndel differs from the Supported Work mndel 
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tested by MDRC in the 1970" Supportive woll< places individuals in regular private sector 
and non-profit sector jobs. Support«J Work placed individuals in special worksites to woll< 
in team, with gradualed levels of responsibility, The supportive work model may be 
appropriate for some AFDC recipients Vlilh severe barriers to employment who may not 
otherwise be able to be placed in tbe private seclOr, Because of the potential for stigmatizing 
enroHees, it probably should not be used extensively. 

IV. EDUCATIONAL STRATEGIES 

Promoting High School GMlduation for AFDC EntMlots 

Nearl y half of all teenagers who have a child before they are 18 yean..,ld will not graduate 
from high school. and about a quarter of tbose wbo bave a child when they are 18 or 19 will 
nOI cOlDplete higb school (Upcburch and !l!:cCarthy), In serving teen parents entering 
AFDC. perhaps the best strntegy for increasing their iong~term prospects in tbe private sector 
would he enSure these outh radu te from high school, There have been two recent 
demonstratIOns which have emphasized high sc I gra uation for adolescent mothers. 

o 	 In the teen parent demonstration operated by HHS recently in Chicago j 

Newark, and Camden. an leen mOfhers entering AFDC were required to 
participate in some approved educational or training program, The project 
stressed [0 the young women tbat AFDC is oruy to be of temporary assistance, 
tbat in the long-tenn each of them is responsible for working and supporting 
their children. Having teen mothers reI1Jm to high school "'as an important 
goal of the project. As discussed above. the demonstration included a strong 
case management component. The random assignment results of the 
evaluation will be available soon, Net impacts on school enrollment and 
completion, employment and earnings j subsequent childbearing. and welfare 
reclpiency will be examined. 

o 	 The State of Ohio's Learning, Earning, and Parenting (LEAP) program offers 
a set of monetary incentives and penalties to encourage pregnant and parenting 
teens to reI1Jrn to school. Teenagers who enroll in a high school or a OED 
progrnm receive a $62 monthly bonus on tbeir AFDC grant for each month 
tbey maintain satisfactory attendance, Further) teenagers who fail to enrollln 
a school or OED training program or wbo exceed the allowed Dumber of 
unexcused absences have $62 deducted from tbeir monthly check, These 
bonuses and penalties can have a large effect OD a monthly AFDC grant-­
depending on whetber the young women is enrolled in school and attending 
regularly, tbe monthly grant for a family of two ranges from $212 10 $336, 
Preliminary results suggest that, for teens who were already enrolled in school 
when tbey applied to AFDC, 61 percent of the participant group venus 51 
percent of tbe control remained in school over the frrst 12 months of foJ]ow~ 
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up. Among youth who enlered AFDC as high school dropouts, 47 pen:ent of 
the participant group venus 33 pe"""'l of the control group returned to scbool 
during the first-year foHow-up (Bloom, Fellerath, et.al.) 

Promoting College EnroUmenl of AFDC Entrants 

The goal of encouraging women entering AFDC to complete high school can be taken one 
step further to encourage their enrolhnent in coUege. There is some proportion of AIDe 
entrants who would do well in college. and efforu to boost high school graduation among 
teen parents will increase the proportion of AFDC recipients capable of attending college. 
Getting a percentage of AFDC recipients 10 anend and graduate from coUege would Iikely 
have a strong impact on their subsequent earnings power. In a time-limited welfare system, 
such an effort would entail granting waivers of the time limit to any AFDC recipient enrolled 
in high school or coUege, 

The effort would also require a greal deal of foUow-up work on the part of case managers 10 
make sure the young women take PSAT and SAT tests on time, apply for available frnancia1 
aid, and apply to the right colleges on lime, It would also involve working wilh colleges to 
get the teen parenls accepted and situ.ted. A model for tbis is Baltimore's ColiegeBound 
program l which helps minorily youth*-nol necessarily AFDC youth.. anend college. Also, 
Chatham College in Pittsburgh has developed a program wilh special dormitories to permil 
WOmen with children to aNend college. This model could be adapted to enable young women 
on AFDC 10 attend coliege. Also, over a six-year period between 1979 aed 1985, tbe Mon 
Founda!ion provided a grant to Smith CoHege to enroU welfare recipients into the college 
(Ackelsberg e1.all. 

V. OTHER STRATEGIES FOR INCREASIl'iG LONG-~,\i EMPLOYAlIILI1Y 

Targeting Job Training on Specific Occupations 

As an allemative to· providing federal funds (0 generaUy support job training for AFDC 
re<.:ipients, we could at the national leve1 target training on some specific occupations which 
promise to be in demand. Health "",upations would probably be the mosl appropriate for 
the AFDC population. Between 1983 and 1986 HHS operdted a set of demonstrations in 
seven Stales in which AFDC recipienls were trained 10 become home healtb care aides. The 
progiam provided four 10 eight weeks of training in home health care, and then up to 12 
monlhs of subsidized employment as home health care aides. 

The demonstration was evaluated using a randomly assigned control group. During the 
second year of foUow-up, positive impacts on earnings were found in 5 of the 7 sites in the 
demonstration, and Ihe impacts ranged from $1,200 to $2,600 per year (Bell and Orr). The 
impact on percent of participants employed in the second follow-up year ranged from 11 to 
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21 percentage points in four of the sites 10 only small JXlsitive impacts and one negative 
impact in the three other sites (Guernn and Pauly). 

Transportation Assistance to Suburban Jobs 

Given the mismatch between high rates of unemployment in inneHity areas and the growth 
of jobs in suburban areas, resean:hers have promoted the idea of Il'aJISpOning inneHity 
residents 10 suburban joos (Hughes and Sternberg). Cities such as Chicago, Milwaukee, and 
Philadelphia have developed pilot progl1illls attempling to do this. 

Assisting AIDe Entrants Move out of Inner-city Neighborhoods 

The Gautreaux Program in Chicago developed out of a court order 10 alleviate racial 
discrimination in the geographic placement of public housing projects, Under the program) 
public housing re<:ipients in the city of Chicago can receive vouchers w move to subsidized 
housing in suburban neighborh()(')(js. Participants in the program also receive counseling to 
help them adapt to their new neighborhood. Not all persons who move to the suburbs stay> 
but Ihose who do stay apparently have improved labor market outcomes, and the children in 
these families do better in school than they did in the inner city. The Gaulreaux model is 
being repHcated by HUD on a slightly larger scale) but there is stiU much room to expand 
the program further as. part of welfare reform. Almos[ a quaner of A.FDC recipients live in 
public housing or subsidized hou'sing (Green Book). 

Mentors 

Adding volunteer mentors to employment programs. aimed at AFDC recipients could be 
effective in helping the enrollees stick with a private sector job, It would also be very 
inexpensive, As discussed above, mentors were used in Project Redirection in serving 
teenage parents. 'The long~lenn impacts of Project Redirection are very encouraging, 
although they come from. comparison group rather than a control group study. 

Healtb Screening 

In 1975, the WIN program conducted a srnalJ demonstration in Ithaca and Syracuse in which 
AFDC recipients received health screening and follow-up care. Common remediable health 
prohlems which were encountered included obesity, hypertension. musculoskeletal defects. 
visual impainnents, deafness, dental dec.ay, neuroses, personality disorders, and complaints 
associated with sick role behavior in which a person beHeves they are too ill to work. 'The 
study mndomly assigned AFDC redpients to a group receiving health screening and a control 
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group. Positive impacts on employment were found, although the sample size ""as too small 
to give the study full credibility (Roe), 

Early Interventions 

Probably the most effective w.y of miling the potential AFDC population competitive in the 
private sector wouJd be 10 fund a set of cady interventions to improve the educational 
.clUevement and aspirations of highly 'I-risk children and youth, It is late in the game '" 
make a person competitive in the labor market after they have dropped out of IUgh school or 
become welfare dependent. Early intel'\lentions could include model programs in elementary 
schools and middle schools to make sure children can read and wnte~ and programs in 
middle schools and IUgh schools to help youth .spire to and attend college, 

VI. ISSIJES IN DEVEWPING PRIVATE SECTOR JOBS FOR AIDC RECIPIENTS 

1, 11 makes some sense to train AFDC recipients in moderate to high~skill occupations 
which are in a fair amount of demand. Training AFDC recipients in moderately 
skilled occupations will be fairly expensive, For example, the costs of training in the 
San Jose CET program which has shown positive nel impacts in twO separate 
evaluations is roughJy $5,500 per trainee. Costs in the home health care aide 
demonstration ranged from $4,300 to $8,700 per panicipant, depending on the State. 
In comrast, job search assistance and job development programs can be operated for 
less than $1,000 per panicipant~~but have not been shown to have a long-tenn impact. 
Are we willing to spend the additional funds to provide job training in mnderately 
skmed occupations? 

2. Net impact fIndings of job 1raining interventions vary quite widely from program to 
program. and from site to site within demonslrations. This suggests that if we simply 
fued job training and job development interventions and leave the design of these 
programs entirely to locaJ operators, ,we could end up with a motley collection of 
effective and not so effective programs. How prescriptive should we be in designing 
job training and job development programs? 

3, AFDC recipients are a diverse group, and will require varying types and levels of 
interventions to get them into private sector jobs. Some will do fme on their OWD~ 
others will need extensive case management; some will benefit from job training; 
others, particularly teen parents, will benefit most from educational interventions; 
some will bo able to go to college if given enough support; olhe~ will require 
medical treatment to make them employable. How can we build into welfare refonn 
the various alternative treatments that a dive~ target population will need'! 
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4. Researchers who work with welfare recipients indicate that continued case 
management will be necessary as clients leave AFDC when their time-limited period 
expires. Case management will help ensure that enrollees fmd jobs and keep jobs, 
even as the enrollees go through different crises in their lives (Hershey and 
Rangarnjan, Quint et.al). Where should such case managers be placed in a time­
limited welfare system? Should they be at the welfare office to ensure continuity? 
Should they be at one-stop employment centers that serve the broader population as 
well? Should they be the same caseworkers who serve recipients during their period 
on AFDC? 

5. The JrnS Home Health Care Demonstration was quite successful in raising the 
employment levels and earnings of AFDC recipients. In four of the seven siles, 
employment levels of participants in the second follow-up year exceeded that of 
controls by II to 21 percentage points. The San Jose CEf program also had strongly 
positive results in two separate random assignment srudies. How can we make use of 
the most successful previous programs in designing welfare refonn initiatives? 
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THE JOB OUTLOOK FOR AFDC RECIPIENTS 

1. The aggregate impact of adding 1 to 2 million AFDC recipients to the 
labor market over several years is small 

The BLS predicts 24.6 million more jobs will be available in 2005 than in 
J99O. 

Approximately 9 million Americans are officially unemployed. The 
average unemployed worker finds a job in 18 weeks; the median 
unemployed worker finds a job in 8 weeks. 

Turnover is high. In January 1991, there were 10 million people 
working who were not working a year earlier. Of these, 5.8 million 
were women. 

II. Some of the fastest growing sectors of the economy are those most 

likely to employ AFDC recipients 


When welfare mothers do work in the private sector, they tend to work in 
service sector jobs--41 % of AFDC mothers worked in service jobs 
compared to only 13% of non-poor mothers. 

Other types of jobs in which welfare mothers are likely to work include 
administrative support and clerical work, sales occupations, and to a 
Jesser extent, machine operators and assemblers. 

Residential care, health services, and education are among the fastest 
growing sectors, while various categories of industrial production are 
declining most rapidly. 

Turnover is particularly high in the service sector. Of the 14.7 million 
workers in service occupations in January 1987, 6.1 million had tenure of 
onc year or less, or 42 percent. 



III. Most jobs available to AFDC recipients pay low wages 

The types of jobs held by AFDC mothers closely resemble those held by 
poor, non-AFDC mothers. 

T~llical Occupations Median Earnin gs for Women 
(All women) (Year Round Full time) 

Services (except household) $ 6,173 $12,288 
Admin support & clerical $14,492 $18,475 
Sales $ 7,307 $16,986 
Machine operators & assemblers $10,983 $14,652 

IV. Welfare recipients ollen do not have the skills required to qualify for 
higher paying jobs 

About a third of welfare mothers have scores on the AFQT below the 
normal range for the sorts of jobs available to them. 

30 to 55 % of welfare mothers have AFQT scores more than a standard 
deviation below the median for household workers, service occupations 
and clerical workers. 
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Appendix A. Job !)evelopmem Case Studies: America Works and TEE 

!. What are Ihose programs? Both America Works and TEE (fransitional 
Employment Enterprises) function as temporary help agencies. Employers are able to "test 
drive" welfare mothers for six months at a reduced wage before deciding wbether to employ 
them permanently. During the trial period, the program collects mocey from IloIh the 
employer and the welfare agency and provides a paycheck to the job candidate. Both TEE 
and America Works are paid a lump sum bonus when tbe job candidate is hired permanently 
and stays in the job for a specified period of time. 

Job development and placement, bowever, is not all they do. These programs 
resemble the Work Support Agency being described in the current welfare reform effort. At 
America Works the staff helps job candidates before and after placement to solve problems 
that could impact their jobs. America Works representatives will help with almOst anything: 
rearrange welfare appointments outside work bours. represent the candidate at child support 
court hearings~ find child care. avoid having the recipient's electricity shut off, etc. 

What makes America Works and TEE truly unique are their organizational status. 
Both organizations are private, whereas the work support agency is generally conceived as a 
public entity. TEE is a non-profit organization. America Works is a for-profit, private 
enterprise. 

II. Do tbey work? The success of these programs is a controversial point. 
America Works claims to place about W of their trial workers in permanent jObs'. Critics 
have accused the program of creaming the best applicants in order to increase profits. While 
non-profit TEB has received less criticism, it has also received less publicity, Neither 
program has been rigorously evaluated with control groups. 

These programs rely in part on the principle of supported work which has been 
extensively evaluated by MDRe, Significanl, positive impacts were found in programs that 
allowed AFDC reCipients to experience increasing responsibility and stress as they were 
transitioned gradually from a totally supported work environment to stlf sufficiency, In the 
area of suppol1ed work. these programs are based on concepts that are known to work well. 

III. What LeoSODS Can W. Learn? There are three design features incorporated 
in America Works of which we do not know the effectiveness; 

pay for performance incentives 

2) using a private rather than a governmental institution 

3) profit making 


Since job development could be organized with any combination of these design features, it 
would be worth evaluating each of these componenls individually. 
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• fray {or ;;;;tf0111iilw;/i) This is a critical, yet untested design feature in botb the TEE 
and America Works programs. The state governments using their services pay a fee 
equivalent the foregone AFDC payments after the recipient has been self sufficient for a 
given period of time. There is no reason. however ~ that this incentive structure needs to be 
linked with eitber privatization or profit-making, An evaluation of pay for performam'" 
inrentives should include. controlled experiment using public employees with the same 
incentives as, for example, America Works. Furthermore, we should test the provision of 
similar incentives to the recipients themselves. A sound evaluation would cover a range of 
institutional structures with similar incentive schemes. 

Certain minimum design standards for the incentives sbould be met in order to provide 
a fair test. If the fee is always the same no matler how difficult to place the employee is, 
fhere is a clear incentive for creaming. Even witbout creamin& a Dat fee is unfair to 
taxpayers. Some individuals, such as divorced mothers over 25, are much more likely to get 
off welfare within. year wilhoul help than others, To pay a large bounty for this group is 
not likely to save tax dollars. In addition, safeguards against churolng should be in place, 
Wbether bonuses are paid to goverrunent employees, private employees or tbe AFDC 
recipients themselves, there must be some disincentive to recirculate the same people through 
the system every year. Before evaluating tbe pay for performance principle, we should ensure 
that we are evaluating it in its best possible form. 

• Private v. public: An evaluation that compares private organizations for job 
development to government job development assistance should sbed lighl on two important· 
open questions. Can rlvate or anizations win the trust of tbe local em 10 ers more easily 
and thereby provide better job deve opmen a public entity? Can pnvate 
inStitutions increase their effectiveness with more flexi6iUty in organizing employee incentives 
because the~ do not have 10 comely wilh I!2vemment employee "'SUI.tions? If pay for 
performance is found to be effective, this may be an argament to encourage the role of 
private instilutions, 

One potential disadvantage of relying on private institutions is the inability to 
guarantee uniform quality or broad national coverage. 

• Profit making: The importance of profits to job development errectiveness can 
be evaluated in isolation from pay for performance and non-governmental status. Witb 
similarly designed incentive structures, is a for profit enlerprise more effective than a non­
profit? Competition could lead to higher quality and higher placement mtes at the lowest cost 
to employers and taxpayers. On the other hand, the desire to maximize profits may 
exacerbate the moral hazards of creaming and churning to increase the number of bonuses. 

Until a careful evaluation is undertaken that evaluates these three components of tbe America 
Works and TEE programsf the controversy [hat surrounds them will continue. 
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TO: 	 MEMBERS OF THE WELFARE REFORM WORKING GROUP 

FROM: 	 DEBORAH LUCAS (CEAl 

!lONNIE DEANE (NEC) 


SUBJECT: 	 The Job Outlook for AFOC Recipient' 

This note provides some background information on the labor market conditions AFDC recipients 
whose benefits have expired are likely to face. The aggregate statistics suggest that putting an 
additional one to two million people to work shoukl have a small impact on overaU job 

"availability for other workers. given the projected job grow1h and normal turnover in the next 

decade. 

Since welfare recipients are not typical workers, however. these aggregate statistics bave only 

limited relevance, Their job prospects depend critically on local labor marker conditions, 

affordable transportation and child care. and the availability of jobs requiring low skill levels. in 

the last section we have included more detailed information on the labor market activities of 

women recently on welfare and the working poor, 


1. Labor Market Conditions 

I. Job Forecasts 

The Bureau of Labor Statistics (BLS) estimates job growth in various occupational categories. 
These forecasts are based on historical experience and current trends, and are subject to a high 
margin of error. 

Table I shows 	1992 BLS job projections for the year 2005 under three growth scenarios by 
sector, In the moderate growth scenario. ~4.6 million more jobs will by available in 2005 than 
in 1990. Job losses are expected to continue in mining, manufacturing. and agriculture, while 
gro;\'th is expected in aU other sectors, 

Table 3 looks more closely at those industries projected to grow the fastest and those expected to 
decline most rapidly. Residential care, health services. and education are among the fastest 
growing, while various categories of industrial production are declining most rapidly. Table 13 . 
compares expected growth in various occupations with the percentage of workers in those 

occupations who are "NOmen. blacks, and hispanics, Since AFDC recipients are largely women I 
ond minorities, it is encouraging that some of the greatest job growth is expected in 

I 



occupations that have traditionally employed these groups. As discussed below, these fast~ 
growing occupational categories are also those most likely to employ former AFDC recipients, 

Table 14 shows the distribution of workers by occupation and education. and Table 15 shows the 
distribution of workers across occupations under different growth scenarios. 

II. Employment and Unemployment 

Currently approximately 9 million Americans are officially unemployed. The average 
unemployed worker finds a job in 18 weeks; the median unemployed worker finds a job in 8 
weeks. The higher average reflects the influence of the long~term unemployed. Since the early 
198Os, male and female unemployment rates (ages 25·54) have converged (Figure 1). 

Unemployment rates are much higher for single women who maintain famiiies than for married 
women or for the population overall. The rate for women who maintained families averaged 
10.4% beN.-een 1980 and 1987, while it averaged only 5.9% for married women with a spouse 
present. 

Labor force participation rates are often considered more informative than unemployment rares 
because they are not sensitive to the number of discouraged workers who are effectively 
unemployed. The BLS projects that male labor force participation rates will remain about the 
same or decline slightly through 2005, and that labor force participation rates for women will 
continue to climb (Table, 20 and 21). 

Figures 5.1 to 5,7 reveal a number of interesting facts about male joblessness over the last 30 
years, I 

There has been a marked increase in the percentage of prime working age men not 
working at aU over the year. After the 1981182 recession, joblessness appears to have 
stopped increaSing but remains high. 

Black male joblessness (ages 25 to 54) has been approximately twire as high as white 
male joblessness, and has varied more with the business cyc1e, 

Labor force participation rates also vary markedly with edUcation. For women with less than 
four years of high school, the participation rate bas hovered around 44% for the }ast two 
decades. In contrast, for women who have completed one to three years of coUege. the rate has 
increased from 51 % in 1970 to 73% in 1987. 

Jencks, Dlristopher. ReJhlnking Social Policy: Race Poveny and Ihe Underclass (1992), 
Harvard University Press, 
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Many AFDC recipients may prefer to work parttime while their children are young, Figure 2 
shows the trend in full and parttime employment since 1963. Despite the groVr'th of women in 
the labor force, the growth of parttime jobs has trailed the growth of fulltime jobs. 

Ill. Turnover 

Job turnover rares provide one measure of labor mobility. and of the likely impact of AFDC 
recipients on the aggregate job market. 2 

o In January 199J. there were 10 minion people working who were not working a I 
year earlier (9% of total employment).-

- Of those 10 million. S.8 million were women. 

- These are surprisingly high numbers, especiaJly in light of the fact that 
total employment was about 1 million kn in January 1991 than a year 
earlier. 

- There is obviously much more movement in and out of employment than 
the net changes in employment stocks indicate. 

o 	 Turning to numbers on tenure with current employers, about 27 percent of 
workers in January 1991 had been with their current employers for one year or 
less, That means that 31 million workers had acquired or changed jobs at least 
once during the previous year, 

- Workers with tenure of less than one year were about evenly split 
between men and women. 

- Even more so than with employment Slants, these figures sketch a picture 
of a Jabor market with enormous movement. 

o 	 To gain some sense of the turnover in the types of work that many welfare 
recipients might be expected to seek we 'can look at tenure in the service 
occupations, 

2 	 The major source of data on labor market turnover is a special January supplement to the 
Current Population Survey. TIle supplement compares the stants of workers in January to 
their status the previous January with respect to three items: employment, tenure with 
current employer, and occupation. 
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~ Of the 14.7 million workers in service occupations in January 1987,6, J 
million had tenure of one year or less, or 42 percent. 

~ Of the 8.9 mimon female service workers in January 1987, 3.9 million 
or 43 % had tenure of one year or less. 

2. Job Prosoects for: AFDC Recioients 

In order 10 evaluate the Significance of macroeconomic labor demand projections, we need to ask: 
what kinds of jobs can welfare mothers get? 

I. AFDC Molhers Who Worked Recently: Reporled Occupations and Earninjli 

· Those who work in the private sector within a year of receiving AFDC tend to work in service 
sector jobs-41 %of AFDC mothers worked in servke jobs compared to only 13 % of non~poor I./

h 

mothers (Table 29),3 While service sector jobs are often characterized as food service or 
janitorial jobs, they also include health services jobs (e.g., dental assistants). personal service 
jobs (e.g., hairdressers and welfare service aides), and protection services (e.g,. police and 
firefighters). 

Other types of jobs in which welfare mothers are IikeJy to work include administrative support 
and clerical wOrk, sales OCCllpations. and to a lesser extent, machine operators and 
assemblers. They are far less likely to work in administrative and managerial positions 
compared to non~poor, working mothers. 

The type, of jobs held by AFDC mothers closely resemble those held by poor, non-AFDC 
mothers. However, non~AFDC poor mothers are less likely to work in service occupations and 
more likely to work as machine operators. 

Tyllical Occupations Median Earnings for Women 
(All women) (Year Round Full time) 

Services (except household) $ 6,173 $12,288 
Admin support & clerical $14,492 $18,475 
Sales S 7,307 $16,986 
Machine operators & assemblers $10.983 514,652 

, Zil, Nicholas. el aI., Welfare Mothers as Potential Employees, (1991). Washington, 
DC: Child Trends, . 
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II. AFDC Mothers Who Worked Recently: Unreported OccU!lIIl,ions ~nd Earning, 

Evidence that reported work experience of welfare mothers must be viewed with some suspicion 
comes from two sources. First. studies that measure both income and expenditures find that 
expenditures consistently exceed income,· More direct evidence comes from one gman stUdy 
that confidentially quantified the work and earnings of welfare mothers. $ Kathryn Edin studied 
50 welfare mothers in Chicago. She found that in 1988 all the mothers supplemented their 
welfare with unreported inco:me accounting for 42% of their expenditure, Unreported jobs, 
which accounted for more than 18% of expenditures. included the following: 

"Seven mothers held regular jobs under another name, earning an average of $5 an hour. 
Twenty~lwO worked parHime at off~the-books jobs such as banending, catering, 
babysining and sewing, eaming an average of $3 an hour. Four sold marijuana, but even 
they earned only $3 to $5 an hour. A fifth mother sold crack as well as marijuana and 
earned something like $10 an hour, but she was murdered soon after Edin interviewed 
her. apparently because she had not repaid her supplier. The only mothers who earned a 
IOl on an hourly basis were the five who worked as prostitutes. They earned something 
like $40 an hour .• 

III
'. . 

III. AFDC Motbers Willi or Without Work Experience 

Given that these are the job opponunities open to welfare mothers, how many welfare mothers 
will access them? The answer depends on current reasons for being out of the labor force. 
Estimates of the number of welfare mothers falling into certain categories of unemployment are 
very rough. 

Marginal Product Too Low: Since about a third of welfare mothers have scores on the AFQT 
below the normal range for the sorts of jobs welfare can get (Table 30). we can infer that this 
group will have difficulty competing for unsubsidized jobs, For example, 30 to SS % of welfare 
mothers have AFQT scores more than a standard deviation below the median for household 
workers, service occupations and clerical workers. Although non~AFDC, poor mothers also have 
the same median AFQT score and standard deviation. more than half do not work. 

4: Siesnick, Daniel T., "Gaining Ground: Poverty in the Post War United States," mimeo, 
University of Texas, Austin, July 1991. 

Jencks, Christopher, "The Hidden Prosperity of the 1910's," Public l/IJe~e.", Fall 
1984, (11), 37-61. 

, Jencks, Christopher. Rethinking Social Policy: Race, Poverty and the Undercla.rs 
(1992). Harvard University Press. 
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Reservation Wage Too High: Among the 60 to 70% who may not have a serious skill problem. 
many may prefer AFDC over law prevailing wages in the privale sector. Wages of $4, IS or less 
were reported by 74 % of women maintaining families who were among the working poor in 
1990,6 Policies such as the EITe. child care subsidies and health care access may lower 
reservation wages and induce labor market participation. 

No Job Available: Despite willingness and ability to work at the prevailing wage, many welfare 
mothers may face protracted "or sporadic unemployment, Experience of working poor women 
maintaining families may provide clues as to what welfare women can expect. In 1990,43% of 
women maintaining families among the working poor reponed experiencing some unemployment 
during the previous year, Involuntary parHime employment was a problem experienced by 25% 
of working poor women with families,7 'The durations of unemployment and underemployment 
can be expected to vary considerably by region. 

, The working poor is defined by BLS researchers Bruce Klein and Philip Rones as 
persons who devoted more than 27 weeks working Or looking for work and who lived in 
families with incomes below the official poverty level. 

1 BLS, "Working and Poor in 1990," Momhiy Labor Review (~ 1992). 
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TRENDS IN LABOR FORCE PARTICIPATION RATES 


TableZ$: Labor Force Participation Rates by Sex and Race 
, (Bureau of Labor statistics projections) 
,,, Year 1990 1995 2000 2005 
,
I black men 16 and 70.1 71.5 71.0 70.2 
lover 

white men .16 and 76.9 76.9 76.7 76.2 ..over 

black women 16 57.8 60.1 61. 2 61.7 
and over . 
white women 16 57.5 60.2- 62.3 63.5 
and over 

This forecast indicates little change in the participation rates 
of either b~ack or white men t and a continued increase in the 
participation rates of both black and white women. 

, Table 21: Labor Force Participation Rates by Economic 
, Growth Rate and Sex,, 
, (Bureau of Labor statistics projections), 
,, 

1990 1995 2000 2005, Year, 

Male over 1.6 

low growth 76.1 75.3 74.2 72.9 

moderate growth 76.1 76.3 76.0 75.4 

high growth 76.1 76.9 77.2 77.3 

Female over 16 

low growth 57.5 58.8 59.7 59.8 

moderate growth 
. 

57.5 60.1 62.0 63.0 

high growth 57.5 61.4 64.3 66.1 

The difference in participation rates between the high and low 
growth scenarios in terms of the number employed in the year 2000 
translates into almost 10 million~ 
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TABLE 29 	 'types of Occupations in Vhich AP'])C and Other Mothers with JolJ 

Experience llave Worked, u.s_ WClUl.e'll With Children Under 18. 1988. 

APDC Mothers 
Poor. 


Non-AFPC Hothtrs 


Occupational Claus 'Rank 
of Current or Most Recent Job Order 

Service Occupations 1 
Sale& Occupations 2 
Administrative Sqpport , Clerical 3 
Machine Operators. Assemblers 4 
Professional « Technical 5 
Helpers & Laborers 6 
Administrative .. Hanagerial 1 
Private Household Ser'tice S 
Precision Production. Craft «Repair 9 
Transportation .. Material Moving 10 
Fanning, Forestry, & Fishing 11 
Protective service Vorkers 12 

Pro­
portion* 

6Gb 
15.8% 
14.6% 

8.7% 
5.0% 
3.9% 
3.6% 
2.8% 
2.0% 
1.4% 

.8% 

.6% 

Occupational Closs 'Rank 
~f Current pr MOBt Recent Job Order 

Administrative Support & Clerical 1 
Profeuional " Technical 2: 
Service Occupations 3 
Sales Occupations 5 
Adminiettative " Managerial 
Machine Operators, Assemblers 

'" 
6 

Precision Production. Craft & Repair 1 

Helpers & Laborers B 

Private Household Se-rvice 10 

Transportation &Material Hoving 9 

Farming. Forestry? & Fishing 11 

Protective Service Workers 12 


Pro... 
portion. 

28.6% 
U.S% 

Q!!.8t> 
11.1% 
11.1% 

6.7% 
2.6% 
1.5% 
1.1% 
1.2% 
1.1% 

.5% 

ltank 
Order 

1 
3 
4 

•
2 

7 
9 
6 

10 
11 

S 
12 

Pro­
portion* 

35.2% 
12.9% 
12.9% 
15.1% 

7.2% 
3.4% 
2.6% 
4.31 
2.1% 
1.0% 
2.7% 

.5% 

Non-Poor Mothers 
All Mothers with 

Children Puder 18 


Order -

1 
2 
3 
4 
5 
6 
1 
e 
9 

10 
11 
12 

Pro­
portion. 

21.1% 
20.2% 
15.4% 
11.4% 
10.3% 

1.2% 
2.5% 
1.7% 
1.4% 
1.2% 
1.2% 

.5% 

• Proportion of thoae women in category who are in the labor force. 

SOURCE: 	 Child Trends. Inc .• tabulations of data £ro~ 1988 National Health 
Interview Survey of Child Health, National Center for Health 
Statistics. 1990. Tabulation, carried out by Technical Support 
Staff. OASPE. u~s. Depar~ent of Health and Human Services. 

I~ 
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T.A.JLE 30. A~rAge uqT Scores (Stantlard.i:ed) of All Va:a:ren and. APl'IC Hot.b..er. 
1:D. Differexu:, Occa:pauODLl Cla..". a.n.d Proport.i.OIllI of A1'l'IC Hot.b.er. 111th Teat 
Scores SImi Jar To Thol" Of Vome:a. In Each Cla.... U.s .. WCIIIIiI!D Aged 2.2. - 30. 
1987. 

I'EIlCEIIUG£ 01' 
ALL Al'llC !lOllS 

l!lWI UTI! l.':EST 

APQT JWmE SamES m 011. 


<maUl' (+/- 1 S.D.l Al!OVl! lWICll:
!!OlY 
ALL IIOMDI (n - 5.369) 100 6~ 115 

AFOC HmIS (n - 597) 36 71 101 64% 

OCCllPA:rIOIIAL 
CUSS 

Manual Operat.ives 91 71 105 69% 
Household Yorkers 9~ 76 112 67% 
Crafts • Construction 9~ SO - 108 63% 
Service Occupat.ions U 61 l11 60% 
Clerical! Secretarial lOl 88 -114 4SI 
Sale. Yorkers lO. n - 117 3iZ 
Kanagemen: I Adminstrtve 105 93 • ll7 35% 
ProfeSSional/Technical 106 96 - 120 29% 

N01ESt AF~T - Armea Force, Qualification Test. converted to I~Ara 
scores. Occupational class is baaed on woman's current or molt recent 
job~ Examples of 'Manual Operatives-: elo~g irooer9. 4res~kers. 
saa station at::ten4ants. dry cleaning workers. ~At ~appers. severa. 
-Rou!enold Vorke~S·1 child ca~e provider,. boulekeepera, cookl. atc •• 
who Are employed in privA~e bousenolds. ·Cr4f~s' eanltruction·, n.D~l 
lab ~echnicians. inspectors, machinists. tailors, ~elephone ins~allars. 
tool and die ~kers. cons~ruct1on workers. gArbage collectors. ta~ters. 
·Service Occupations-: bar~ende~s. waiters. dental AlliltantS. nursing 
.1des~ flight a~tendants. bairdrel,ers. . 

sone!.: Child Trend,. Inc •• an.tt.lydl of dau fro::o NationAl Longittl.d..i:a.l.l 
Survey of Labor Market: !:J=perie:nce of 'toutl:. on.sy). Occupation and. 
welfAre sta~us ae of l~a,. AFQ1 .dministered in 1980. 
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Modell 
Typical Wellare-to-Work Program Model 

I O!lentatlon I 
t 


r Assessment &Career Plan I 

t 


Pre-Employment 

Job Search - Lile Skills - GED - Training 


IEmployment I 

Model 2 
Long-Term, Comprehenalve Service Model 

Orienlation 

Initial Assessment & Placement Assistance 

Training EmploymentEducation Volunteering 

Reassessment & Re-Placement Assistance 

Training Education Employment Volunteering 
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FUU Reduced 

Welfare Granl Welfare Grant =. No Wetfate Grant:::: _Project Match Model Three-Year Career Routes· 

1. Steady Prog ...... 1IIrough Employment 

II"'*fng 

offWflIfn -
2. Stead, prog...... Boo_ by Educmlon 

I ......_.. I 

-1>9 
full-time, 

offweJlm 

II"'*fng 
full-time,111­ctr<MiJ1are. 

4. Stead, 

II"'*fng 
1IiIHIIItI!, 
ctr_ 

In~ 

-1>9 
ptIIN!IItI!, 00.­.......gnr;t
"For purposes oJ standardization we oompressed career histories longer than three yeafS into the 

three-year time Irarrte. Wllile this com~essed the sequence 01 events in some cases, it did nol aller 
the yal'fdity 01 those cases as mustrations of a partk::ular route., 

\ 
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6. Steady Progress through Volunteer Work Into Employment 
1 Yearr--:--:-:> 

7. Lack of Progreaa, then Progress 

9. _y Prog_ Early on, then Slipping Back 
I ___ ~ ,_~ I 

, 
2 Years 

~ 
1uJI~me, 

In school, 
oflwellWa 

Now>fOlfUng 
fuIl·lime. 
""">Ing 

/10 ...".. 

gfFln' 

lIat_ng. 
ool!Jl1...,... 
grsn' 

-"110 
employed. -
o. ...ttve. ""­

Nol lftlOOng, 
ool>Jll ..."..-
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Modell 

Typical Welfare-to-Work Program Model 


I Orientation I 

+
IAssessment I 
+ 


Pre-Employment 

Job Search - life Skills - GED - Training 


+
I Employment I 

Model 2 

. Long-Term, Comprehensive Service Model 


Orientation 

Initial Individual Assessmenl 

Training. Educalion Employment Volunteering 

ReassessmentIRe-Placement 

Training Educalion Employmenl Volunteering 
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Steps to 


Social Involvement and Economic Self-Sufficiency 

I " __..1..._,:;'__ .. '_L_ '~"_ •...._UL_'. 

Activities Volunteer Work Employment EdUC8tJon/Trafnlng Membership In 
With Children Organlzltions 

-SOCIA L ISOLA TlON·· 



Full ~ AbdUced _ __ • 
Welfare Grant =~ Welfare Grant =~ No WellareGrant =IIIiUIProject Match Model Three-Year Career Routes' ~ 

1. Steady Progress through Employment 

. 4. Steady 

'For purposes: 01 Slandafdizatlon we oomprsssed career histories longer Ihan three years into the 
three-year time frems. While this oompressed the sequence 01 CW1'IIS In some cases, ii dId not afler 
the vafidity 01 those cases as iIIustralions 01 a partiaJlar route, 
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6. Ste~y Progress through Volunteer Work Into Employment 
1 Year 
~~ 

1st Job 
1a/1·tim( 

2 Years 

Working 
luff.time, 

In schoof, 
ofllWillfara 

7. Lack of Progress, then Progresa 

Now working 
!lJI!..tlme, 
fece(Vt'ng 

no welfare
g,.,,' 

NOI working. 
on full

"'t.;, 
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Q, Steady Progress Early on, then SlippIng Back • 

Volunteering,

""­
employed. 
noincomc. 
On welfare. 

Not working, 
MM' 
will"" 
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u. S. Oopartmont 01 Housing and Urban Development 
Washington, D.C, 20410·5000 

May 25, 1993 

Of!FICE Of! THE ASSISTANTSECAETARY 
FOA ~UBUC AND INDIAN HOUSING 

David T. Ellwood 
Assistant Secretary for 

Planning and Svaluation-Designate
Department of Health and Human Services 
200 Independence Avenue, S.W. - Room 4l5F 
Washington, DC 20201 

Dear 	Mr~ Ellwood: 

I will not be able to attend the Welfare Reform Task Force 
meeting June 1, but there are two points I wish to make, 
therefore, I have taken the liberty of writing to you directly~ 

The goal of the task force is to make President Clinton's 
desire, that people should work, and that those who do should not 
be poor, a reality. However, last meeting focused only on the 
disincentives for people on welfare to work, or to put it more 
positively, how to get people off welfare. 

This direction is a truly important one, but for public 
housing and its residents, it almost misses the point. The real 
key to improving the quality of life in public housing is not 
getting the single mothers off welfare, but getting the single 
young men from 17-35 employed. It is their employment that would 
stabilize the community, make it safer, and potentially put 
families together again. Further, since they are the fathers, it 
is critical even to your scheme, that they have income to support 
their children. 

The second point is that we need to develop more jobs.
Contrary to popular opinion, these young men want to work. Every 
time I went to a housing development in Los Angeles, numbers of 
young men would recognize me and ask for jobs. Also in your 
scheme, the attempt" to place time limitations on public
assistance programs requires government to have jobs a7ailabla. 

I apologize for making an already daunting task more 
difficult, but we would not be doing it right if we did not 
address the young men and the need to develop mOre jobs. 

, 

os ph Shuldiner 
sistant Secretary-Designate 

cc: 	 'Mary Jo Bane 
Bruce Reed 
Michael Stegman 



THE WHITE HOUSE 


WASHINGTON 


May 27, 1993 

MEMORANDUM FOR BRUCE REED, DPC 

ISABELLE SAWHILL, OMB 
JOSEPH STIGLITZ, CRA 
DOUG ROSS, DOL 
ALICIA MUNNELL, TREASURY 
GENE SPERLING, NEC 

FROM: 	 PAUL DIMOND, NEC 

SUBJECT: MACROECONOMIC JOBS ANALYSIS FOR WELFARE REFORM 

Would you be interested in pooling our resources to produce some 
economic research and analysis? Bruce has expressed an interest 
in having something drafted on the private sector jobs that will 
be available for people leaving welfare. 

Let's get together on June 1, Tuesday at 1:00 to discuss this 
possibility. Please contact Sandy Mancini at 456-2601 for 
clearance and the OEOB room number. 

• 


cc: 	 Heather Ross, NEe 
Peter Yu, NEC 
Bonnie Deane J NEC 



,, 

Economy and Jobs Background 

for 


Welfare to Work Transition 


AGENDA 

Friday, June 18, 1993 
9:30-10:30 a.m. 

1800EOB 

l. Report and discussion of work to date: 

A. 	Debbie/Bonnie (information was distributed last 
week) 

B. Heather (see .ttached) 
C. Robert Gillingham (if available) 

II. 	Work plan review and new task assignments (see 
.uacbed) 



THE: WHITE HOUSE 


WASHINGTON 


June 16. 1993 

MEMORANDUM FOR Economy and lobs Issue Group 

FROM: Bonnie Deane 
Heather Ross 

SUBJECT: Goals and Work Plan for the Economy and Jobs Issue Group 

This is a DRAFT proposal which has not been approved. It is a starting point for discussion 
in our meeting. 

GOAlS 

I. Define the problem in economic terms -- Why doesn't the private sector employ this 
group? Why don't people accept jobs instead of public assistance? How can we assess, in 
economic tenns, options for closing this gap? 

While this is certainly related to work in other issue groups (Make work pay, post­
transitional jobs, etc.), we will focus on private sector labor market issues. We will 
work closely with other groups to ensure that we complement their work. 

II. Deyelop measures of success -- that is, how effective and how cost effective are different 
policy approaches to getting welfare recipients into unsubsidized jobs. 

We will be working closely with the modelling and simulations group to provide 
parameters which scale success rates to' alternative assumptions about the welfare 
population and the labor market. 

WORK PLAN 

I. lobs Pool (Labor Demand) 

A. General Economy -- macroeconomic grov.1h and configuration of overall pool 
consistent with Administration economic assumptions. eEA lead: Debbie Lucas 

B. Welrare Rele.anl -- specific characteristics of labor demand Ihat might affect 
welf.re-eligible people. eEA lead: Debbie LucaslDarryl WIIIs 



-2­

C. Subsidies -- research historicaJ effectiveness as a meanS of expanding and 
targeting the demand for labor, TRS lead: Robert Gillingham 

D, Currenl & New Admlnlsll1lllon InlUaUves -- effects of policy intervention on 
the welfare relevant laoor demand and :resulting overall size and configuration of the 
jobs pool. Analyze existing proposals such as empowerment zones~ health care~ etc. 
as well as new proposals offered as part of welfare reform package to increase 
unsubsidized job opportunities for welfare-eligible people. NEC lead: Heather Ross 

E. Other? 

IL, Welfare Caseload (Labor Suppl;:) 

A, General demographics -- aggregate view of welfare population's employability 
to calibrate our thinking with rough numbers and types of job seekers. CEA or OMB? 

B. Distribution of government assistance -- who is getting how much of what. 
AFDC, hOUSing, medicaid, foodstamps, etc, CEA Lead: Debbie Lucas 

C. Moving off welfare -- effectiveness of methods for helping welfare recipients 
get and keep unsubsidizcd jobs, such as training. child care, placement, way stations 
(supported work, transitional subsidies., ..) etc. Links to other groups include 
transitional assistance, education and training, post-transition jobs and making work 
pny, NEC I.ad, Bonnie Deane 

D. WelCare-related labor supply -- Black male unemployment; non-weUare, 
single-parents in poverty. Consider potential for welfare entry effects. extra support 
$, and competition for jobs. Volunteers? 

E, Other? 

IlL Labor MarketJnteractjous; Supply and Ikmand 

A, Analysis of why the labor market fails to employ welfare cases, 

TRS lead: Robert Gillingham 


B. Success rates in placing welfare recipients in unsubsidized jobs~ for different types 
of recipients) different poliCies to help them get jobs and different states of the labor 
market. Links to cost estimating and modeling group. NEe lead: Heather Ross 

C. Other ideas? OMB Larry Matlack, Richard Bavler? CEA, DOL, HHS? 
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Keeping the work connected will require close coordination} which regular individual contact 
and meeting once a week should accomplish. CaD we pick a regular weekly meeting lime? 

A schedule dovetailing with the wotking group schedule would look something like tbis: 

End June Analytic papers completed 
July Working group deliberations and refinement 

and syntbesis of oplio~ 
Mid-AuguS! Working group product complete 

cc: Bo Cutter 
Gene Sperling 



THE WHITE HOUSE 
, . 

WASH I NG'tON 

June 15, 1993 

MEMORANDUM FOR Economy and Jobs Group 

FROM: Heather Ross 

SUBJECT: Welfare to Work: Simulation Modeling 

There is general agreement that the analysis of welfare to 
work transition can best be addressed from the labor supply side, 
given the relative richness and specificity of data on welfare 
populations and the existence of a number of evaluations of 
previous efforts to get reCipients into jobs. 

This information will allow projections of the future size 
and makeup of welfare cBseloads and estimates of the efficacy of 
alternative approaches to moving them to self sufficiency, i.e. 
outside the bubble of welfare-related assistance. To this 
baseline, which implicitly assumes an expected state of the macro 
economy and self-sufficiency success rates for different 
approaches like those experienced historically, there will need 
to be added refinements for the impact of time-limited welfare 
(will it change recipient or provider behavior in a way that 
changes self-sufficiency success rates), for the effect of 
improved self-sufficiency treatments (new approaches or packages 
or sequences of approaches within the welfare-related assistance 
bubble), and for the effect of other micro policy (health care, 
NAFTA. national service, empowerment zones ... ) on welfare self­
sufficiency rates. 

The final element will be factors which adjust self­
sufficiency success rates for the state of the macro economy, a 
growing economy and tight labor market being the most effective 
anti-poverty device. The macro variable will adjust the intake 
rate onto welfare as well as the self-sufficiency success rate 
off of it. 

The Lucas-Deane memo of June 7 shows ample room for an extra 
million plus workers in the low-end labor market~ given its 
projected growth and turnover. The very high degree of turnover 
indicates the importance of flow data to the analYSiS, and the 
power of sustained placement or upward mobility to avoiding 
welfare churning. Flow data are also important for intake, 
including the possibility of welfare entry to qualify for beefed­
up self-sufficiency services. 

Performing the overall analysis will require a Simulation 
model of time-limited welfars, which Wendell primus is working 
toward developing. Specific tasks of this group are to 
contribute job-related parameters to the model-- in particular, 
measurable adjustments to self-sufficiency success rates from 



·. 
other micro policy initiatives and from alternative macro 
trajectorles~ This ~111 require knowledge of baseline success 
rates from historical experience and adjustments for particular 
effects of time-limited welfare program design(s). working 
together with several other Issue Groups. This group should also 
provide a reality check on alternative assumptions about the 
permanence of self-sufficlency~ given patterns of labor market 
participation and job turnover in the relevant market segments. 
Policies which in fact reduce welfare churning will be important 
instruments for moving and keeping people outside the bubble of 
assistance. 

Attachments: 

Chart 1. Welfare Bubble 
2. Types of Recipients 
3. Types of Assistance 

cc~ Wendell Primus 



Chart 1 

Welfare Bubble 

Welfare-Related Assistance 

I. Type of Recipient 

A. Tenure 

B. Family Structure 

C. Household Structure 

D. Work qualifications 

Sell Sufficiency Success ~ 

II. Type of Assistance 

A. Transitional Cash 

B. Enabling 

C. Preparing 

D. Placing 

E. Subsidizing 

F. Holding 

Rate: " 
"' Rate 01 re-entry and type of % of participating recipients 
-~ 

recipient re-entering placed in unsubsidized 
lemployment for >x 

sufficiency Success rate 

I /months Adjustment factors to self­Permanent or Tem 

Stable employment in 
initial job 

Upward mobility from 
initial job 

Other micro policy 
affecting relevant market 
segments (welfare 
preference or not?) 

General state of macro 
economy 
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CIlart 2 

I. TYPES OF RECIPIENTS 

A. Tenure 
1. # of Umes on welfare 

2, Total length of time on welfare 

3. Length of time this stay 

4, If multiple times, length from last stay to this one 


B. 	 Family Structure 
1, # members included in grant 
2, # children, # children < x years 
3, # adults <= y years 

C, Household Structure 
1, # people present, # children, # adults 
2, # people outside grant 

D, Work Qualnication 
1, Education level 
2. Work experience; amount, skill level 

Different types of recipients receiving different types of assistance will have different 
self-sufficiency success rates, Above classification Is example of type of taxonomy 
required--namely, Whatever materially affects success rates, Household structure 
recognizes value of joint living which many people practice at some point In their liVes, 
and which may be key policy variable lor improving success rate In this population. 



• 	 Chart 3 

II. TYPES OF ASSISTANCE 

A. Transitional Cash 

B. 	 Enabling 
Provide/reimburse transportation or other work related expenses 
Child Care 
Joint living 

C. 	 Preparing 

Education 

Training 

Counseling 

Community Work Experience Program 


D. 	 PlaCing 

Job search help 

Placement service 

Apprenticeship-type links with employers 


E. 	 Subsidizing 

Wage/eamings subsidy 

On the job training 

Public service employment 

Work supplementation 

Targeted Jobs tax credit 


F. 	 Holding 

Work relief 
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WASHINGTON, D.C. 2():500 

June 7. 1993 

TO: 	 MEMBERS Of THE ECONOMY AND JOBS BACKGROUND fOR WELfARE 
TO WORK TRANSITION WORKING GROUP 

PROM: 	 DEBORAH LUCAS ..... 


BONNIE DEANE "tV-


SUBJECT: 	 The Job Outlook for AfDC Recipients 

The purpose of this note is to provide background information on the labor market that AFDC 
recipients whose benefits bave expired are likely to enter. An tmmediate caveat is necessary: 
these aggregate statistics are relatively uninformative about the job prospects for AfDC 
recipients. In conversation. Larry Katz emphasired the importance of local tabor markets~ 
transportation. chikl care. and the very poor job prospects for the mllJ'lY welfare mothers with tow 
!kill levels. On the brighter side, these statistics reveal that putting an additional 1.5 mimon 
people to work should have a small affect on job avaiJability for other workers, given the 
projected job growth and normal turnover in the next decade. 

Job Forecasts 

The Bureau of Labor Statistics (BLS) estimates job growth in various occupational categories, 
Each category contains a mixture of high and low wage jobs, but the BLS does not forecast the 
relative number of each. These forecasts are based on historical experience and current trends, 
and are subject to a high margin of error. 

Table I shows 1992 BLS job projections for the year 2005 under three growth scenarios by 
sector. In the moderate grov.1h scenario, 24.6 million more jobs will by available in 200s than 
in 1990, lob losses will continue in mining, manufacturing. and agriculture. while growth is 
expected in aU other sectors. Table 3 Jooks more closely at lhosc industries projected to grow 
the fastest and those expected fO dedine most rapidly. Residential care, health services, and 
education are among the fastest growing, while various categories of industrial production are 
declining most rapidly. Table l3 compares expected groMh in various occupations with the 

percentage of work.erS in lhose occupations who are women, blacks;"and hispanics. Since AfDC I / 
recipients are largely women and minorlties. it IS encouraging thal some of the greatest job 

growth is expected in occupations that have traditionally employed these groups. Table 14 shows 
the distribution of workers by occupation and education, and Table 15 shows the distribution of 
workers across occupations under different groMh scenarios. Over a shorter horizon, the 
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administration currently estimates that 6.8 million new jobs will be created by 1998. 

Employment and Unemployment 

Currently approximately 9 million Americans are officially unemployed, The average 

unemployed worker finds a job in l81o'1eeks; the median unemployed worker finds a job in 8 
weeks. The higher average reflects the influence of the long~term unempJoyed. 

Since llIe early 198Os, male and fem.le tmemployment rates (.ges 25·54) have converged (Figure 

1). 


Labor force participation rates are often considered more informative than unemployment rates 
because they are not sensitive to the number of discouraged workers who are effectiveJy 
unemployed. The BLS projects that mate labor (orce panicipation rates wiH remain about the 
same or decJine slightly through 2005, and that labor force panicipation rates for women will 
continue to climb (Tables 20 and 21). . 

The Figures on page 9 reveal a nurnlX:r of interesting facts about male joblessness over the Jast 

30 years. 

There has been a marked increase in the percentage of prime: working age men not 
working at all over the year. After the 1981/82 recession. this trend appears to have 
changed or reversed. 

Black male joblessness (ages 25 to 54) has been approximately twice as high as white 

male joblessness, and has varied more with the business cycJe. 

'Many AI-TIC recipients may prefer to work parttime while their children are young. Figure 2 
shows the trend in full and parttime employment since 1963. Despite the growth of women in 

,/.the labor force, llIe growlh of parttime jobs has trailed llIe growtIl of fulltime jobs. 
~ 

Job turno,,'er rates provide one measure of labor mobility. and of the likely impact of AFDC 

recipients on llIe aggregate job market. Darryl Wills of CEA provided llIe following 
information. 

The major source of data on labor markel turnover is a special January supplement to the Current 
Population Survey. The supplement compares the status of workers in January (0 their status the 
previous January with respect to three items: employment. tenure with current employer, and 
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occupation. 

o 	 In January 1991, there were 10 minion people "lorking who were oot v.'Orking a 
year earlier (9% 	of total employment). 


- OftOOse to million. 5.8 million were women. 


- These are surprisingJy high nurnbers~ especially in light of the fact that 
total employment was about 1 mimon g in January 1991 than a year 
earlier. 

R There is obviously much more movement in and out of employment than 
the net changes in employment stocks indicate. 

o 	 Turning to numbers on tenure with current employers. about 27 percent of 
workers in January 1991 had been with their current employers for one year or 
less. That means that 31 million workers had acguired or cban~d jobs at least 
gug; during the previQus year, 

- Workers with tenure of less than one year were about evenly split 
between men and women. 

- Even more so than with employment status, these figures sketch a picture 
of a labor market with enormous movement 

o 	 To gain some sense of the turnover in the types of work that many welfare 

recipients might be expected to seek we can look at tenure In the service 

occupations. 


- Of the 14.7 miUion workers in service occupations in January 1987, 6.1 
million had tenure of one year or less, or 42 percent. /' 

- Of the 8.9 million female service workers in January 1987. 3.9 mHiion 
or 43% had tenure of one year or Jess. 
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Outlook: J990-2005: IniJustry Oil!put and EmploymMt 

Tabla 3. Employment change In selocted Industrlos, 1990-2005 
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Outlook.: 1990-2005: Occupational EmpIoYIMfII 

Table 13. Percent change In employment for selocted 
occupations, 1990-2005. and percent ot employment 
composed ot women, blacks, and Hispanics, 1990 
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TRENDS IN LABOR FORCE PARTICIPATION RATES 


Table :z.o: Labor Force Participation Rates by Sex and Race 
(Bureau of·Labor statistics Projections) 

Year 1990 1995 2000 2005 

black men 16 and 
over 

70.1 71.5 71.0 70.2 

white men 16 and 
over 

76.9 76.9 76.7 76.2 

black women 16 
and over 

57.8 60.1 61.2 61.7 
-

white women 16 
and over 

57.5 60.2 62.3 63.5 

This forecast indicates little change in the participation rates 
of either black or white men, and a continued increase in the 
participation rates of both black and white women. 

Table 21: 	 Labor Force Participation Rates by Economic 
Growth Rate and Sex 
(Bureau of Labor Statistics Projections) 

Year 1990 1995 2000 2005 

Male over 16 

low growth 76.1 75.3 74.2 72 .9 

moderate growth 76.1 76.3 76.0 75.4 

high growth 76.1 76.9 77.2 77.3 

Female over 16 

low growth 57.5 58.8 59.7 59.8 
-

moderate growth 57.5 60.1 62.0 63.0 

high growth 57.5 61.4 64.3 66.1 

The difference in participation rates between the high and low 
growth scenarios in terms of the number employed in the year 2000 
translates into almost 10 million. 



~': Figutc 5.1 
1Urd of Long-term, Shon-term, and Total Joblessness among White Mm Aged 
25 to 54, 1963-1987 
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f't:1CCltlge of Men Who Did Not Wort ar AIry Tune during the Year, by Age, 

1959-1987 
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Figure 5.2 :4 
Rztes ofLong-cmn, Short-lam, and Total Joblasness among BI2d Men Agtd 2S 
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June 1, 1993 

To: 	 Paul Dimond 
Bonnie Deane 
Peter Yu 

From: 	 Heather Ross 

Subject: 	 Jobs and Welfare 

Here is a straw man proposal, including possible division of 
labor/ for our discussion of a jobs element for the welfare 
reform effort. 

I. 	 30bs pool -- baseline growth of unsubsidized employment 
presented by future economic activity. 

A. General Economy -- growth and configuration of 
overall pool consistent with Administration economic 
assumptions. CEA lead. 

B. Welfare Relevant -- specific characteristics of 
that portiOn of pool for which welfare-eligible people 
might qualify. DOL lead. 

II. 	 Policy expansion -- effects of policy intervention On the 
welfare relevant jobs pool, and resulting overall size and 

I ' <configuration of that pool. ./ .""".:'!1..J,...... 1, <ft.vy, I..(~ 
/

A. Current Clinton Initiatives -- ef~ects of existing 
proposals such as empowerment zones,lhealth care, etc. 
OMB lead. 

S. New Initiatives -- design and effects of proposals 
offered as part of welfare reform package to increase 
unsubsidized job opportunities for welfare-eligible 
people. DPe lead. I I 

f.--v,lp;;;', 	 I-- I_,~_.
III. 	Welfare priority -- methods of py.:t-t:tng welfare recipients r~' F~ 

4QrwaEQ 1n~-queue-fe£ unsubsidized jobs, such as 
training, child care, placement, way stations (supported 
work, transitional subsidies .... ) etc., and their 
effectiveness in getting recipients into such jobs. NEe 
lead. 

IV. 	 Costs and cost-effectiveness ~- Price tags on II.B. and Ill. 
above and ranking by effectiveness in getting recipients 
into jobs. TRS lead. 

Keeping the work connected will require close coordination, which 
regular individual contact and meeting once a week should 
accomplish. A sChedule dovetailing with the working group 



schedule would look something like thiS: 

Analytic papers completed 
Working group deliberations and refinement 
and synthesis of options 
Working group product complete 
Worlt±"g !i~1' produet to BPe· 

In the spirit of the task at hand. where there is no one clearly 
superior way, the best product for the President will be one 
posing key options for decision, including options of how to 
connect to the future jobs market we anticipate. 

cc. 	 60 Cutter 
Gene Sperling 
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THE wHITE: HOU5E 


WASHINGTON 


June 3, 1993 

MEMORANDUM FOR Economy and Jobs Group 

FROM: Heather Ross 

SUBJECT: Work Plan 

Placement of welfare recipients in jobs occurs in the context of 
overall economic and employment vitality, policy initiatives to 
expand the low-end job pooll and programs to help recipients 
obtain available jObs. We need to put SOme broad measurements on 
these, and compare them with welfare caseload measures, to see 
what the potential is for placing recipients in jobs, and which 
policy and program actions will be most effective in doing so. 
Clearly these are ballpark numbers, but we need them to organize 
our logic and calibrate our thinking. 

attach three charts for this purpose: 
l. Job availability and welfare recipient placement
Z. Clinton policy initiatives 
3. Welfare reform features 

The objective in this framework is to place recipients in 
regular, unsubsidized jobs. Chart 1 looks at the stock of such 
jobs and increments to it over time {annual}, for the economy as 
a whole (connect to recognizable Administration outlook) and for 
that segment of jobs which recipients might qualify for. It then 
considers the effect of Clinton policy initiatives on low-end 
jobs, and of welfare reform features on helping recipients to get 
such jobs. Charts 2 and 3 expand on the elements of Clinton 
policy initiatives and welfare reform features to be evaluated. 

The Bonnie Deane-Debbie Lucas group will be pursuing the jobs 
availability part of this, both for the economy as a whole and 
for further specification of the size and configuration of the 
low-end pool. OUr task is to look at incremental effects at the 
low-end of new Cl'inton policy and placement prospects for 
alternative welfare reform features •. Can you please look at the 
(incomplete) lists in charts 2 and 3 and expand on them so that 
they have proper coverage. Give me back a marked up copy, plus 
any other comments, and I will organize them prior to our next 
group meeting~ sometime next week to be advised. 



Chart 1 

Job Availability and Welfare Recipient 

Placement 

Baseline Clinton PoliCY Increment* 

Downside 
Sensitivity 

Admin. Economic 
Assumptions 

Upside 
Sensitivity 

As 
Proposed 

Welfare 
Friendly 

::Job" Available 
(annual change) 

Total II II II II 1/ 

Welfare Alt. II II II II 1/ 

Recipients Placed 
(annual number) 

Current Policy # II II A B 

Reform Policy· A+C B+C 

Recipients eligible 
(annual number) 

Current Policy II II 

Reform Policy II II 

Recipien~B Unplaoed 
(annua 1 number) II II 

* See attached charts 



Chart 2 

1 

Clinton Policy Increment 

Annual increment to welfare-alternative 10bs 

, 
: Net Welfare-

Increase Decrease Net Frlend~y 

l. Economic Package 

2. Health Care Reform 

3. Empowerment Zones 

4. National Service 

5. ..... 

TOTAL B 

.** 
1. Additional jobs for which welfare recipients might Qualify 

created by Clinton Administration programs above 1/20/93 policy 
baseline. 

2. Overall effect of policy on jobs for which welfare 
recipients might qualify, netting out increases and decreases. 

3. Overall effect of policy adjusted, where suitable, to 
preserve or enhance job opportunities for welfare reclplents~ 
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Chart 3 
1 

Reform Policy 

Annual placement increase 

1. 	 Enable 
Provide or pay transportation to job 
Reimburse work related expenses 
Child care 
Joint living 

2. 	 Prepare 
Education 
Training 
Counseling 
Community work experience program 

3. 	 Place 
Job search help 
Placement service 
Apprenticeship-type links with employers 

4. 	 Subsidize 
Wage/earnings subsidy 
On the job training 
Public service employment 
Work supplementation 
Targeted jobs tax credit 

TOTAL 
c 

1. Elements of welfare package designed to assist welfare 
recipients in competition for available jobs, and the net effects 
of these new elements (new type or scale) on job placements over 
current policy. 


