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P R O C E E D I N G S


MR. ROLSTON:  Why don't I start first and then I'll put up the transparency that I have, which we're also distributing.  In trying to array information about the six demonstrations on one page, the type was not very large and I'm not sure that people will be able to see it very well.  So we do have individual ones that have been passed out, because I think it will be hard to see, especially in the back.



What I was going to attempt to do was to introduce the individual evaluations by displaying some basic information about them and trying to see whether or not there were some lessons that could be learned by looking across the six evaluations that are being presented in the next session.



As some of you recall, in the lexicon of the history of welfare reform evaluations, we awarded funds to nine states for Track-One evaluations, which were basically to extend the experimental evaluations that they had begun under waivers.  At this point, there are six impact reports, I should say, out on six of those nine track-ones, and that's the information that will be presented in the next three breakout sessions.



One of the reasons I volunteered to do this was I thought it would give me the chance to go back and to look at the six all together and to try to see if there was any kind of consistent story that came out of them. Having looked at them each when they came out, I wanted to see whether they make some sense together.



Now, I think it's important before I get to that stage to say one has to be cautious about ad hoc going back and drawing a story from six separate demonstrations that were not really designed for this kind of comparison at the outset.  



So I'll start by presenting some qualifiers.  One is all the results are preliminary at this point and we can only go based on the information we have.  For example, the follow-up periods, all of which will be in the range of four to six years finally, are now in the range of one to three years.  So they have fairly short-term follow-up and they're not even equivalent across the states.  Some are longer and some are shorter.



Second of all, I want to say, obviously, in looking at six different data points, this is not enough to draw any strict statistical inference, but rather to see if there are any patterns emerging in a more qualitative way.



One of the things that I discovered in looking across the measures again is they're not entirely comparable the way the data are presented, and in some cases I could get them made more comparable by just calling the research organizations and getting some additional tables, but in other cases I couldn't. But in some ways they're reassuringly comparable.  I mean, the fact that all states are using UI data is reassuring, although we know that's not totally comparable across states either.



So, basically, what I'm going to try to do is to describe some results in a way that I think is probably the only way we have to learn these lessons, although the way I'm going to do is going to be very crude.  I hope here and there to indicate how I think this could ultimately be done in a more sophisticated formal manner.  I'm not in a position to do this at this point, but I hope that others will be somewhere down the line.



So let me put up the transparency.  Does everybody have a copy of the transparency?  So that's what you really ought to look at, and I'll try to talk in a way that will make it obvious.



Let me say something about the content of what's being evaluated, and I'm sure there will be a lot more described in the individual sessions where pairs of these evaluations are discussed.  In some way, one of the things of interest that they have in common is that all of them are mandatory -- have mandatory employment interventions -- for some individuals at some point in time, but there's actually a fair amount of variety.



All except Vermont have mandatory work requirements for some segment of the population pretty much from the outset, although, as you get into this, you'll see that's not entirely the case.  Vermont's program gets mandatory only as people approach the end of the time limit.  For applicants in Minnesota, for the period being evaluated here, people didn't become mandatory for two years into the program.



I mentioned a couple of things.  If I say something wrong, I apologize if I've gotten it wrong for a particular state, and in some cases these policies have changed.  This is what's being evaluated.  

All the projects have the goal of increasing participation in work activities designed to increase independence, although in one of the streams in Texas, the one that I have down there is RER, there was no JOBS program.  The program was not statewide at that point.



Finally, in this vein, I would say that one of the things I hope will come out of this and the individual discussions is that how the evaluation was set up and whether or not it captured work activity increases is pretty important to what the results were; and, basically, what the controls got is very important, because the more the controls got work activities that were similar to what the experimental stream got, the less likelihood there would be of an impact from them.



Four of the six states had more generous earnings disregards.  Indiana and Texas did not. Although Indiana had some changes related to how income was counted, it wasn't in the form of more generous earnings disregards; but these disregards, the generosity of them, varied pretty considerably, ranging from permanent disregards of a set number of dollars plus 25 percent, to a set number of dollars plus up to around 60 percent.  So there's was quite a variance in how much of your earnings you could keep when you went to work.



All except Minnesota had something that was described as a time limit, but, again, here there was a substantial amount of variation.  I think part of the interesting thing here is that, as the policy circumstances have changed over the last half-dozen years, what people regarded as a time limit began to be a more specific kind of thing.



So Florida, Indiana, and Texas all had durational time limits, in which after a certain amount of time, of a certain number of months receiving assistance, or in Indiana a certain number of months - period, people just became ineligible.  In Indiana and Texas, those time limits applied only to the adult; in Florida, to the entire family.  Iowa had an individual time limit which would not apply if an individual cooperated in efforts to become independent.  I think, in retrospect, that looks more like a certain form of a whole family sanction, although at the time it was described as a time limit. Vermont required single parents to be working after a 30-month period.



Now, there are, of course, many other policies involved and differences between experimentals and controls in these demonstrations.  There are rules relating to assets, IDAs, immunization requirements, and very many others, but all focus on work requirements both in the sense of the activities that took place under them and their mandatoriness, and in terms of how income was treated from earnings.



The main reason I'm doing that is partly because of my bias that those are the things that are mostly likely to have an effect on people's employment, because I'm going to focus on employment outcomes for the most part but also say a little bit about family income.



Now, that's not just personal prejudice, although it's partly personal prejudice.  I think that in both of those areas; that is; related to how earnings are treated and the kinds of requirements to participate in an activity or not, a work activity; there's pretty clear evidence that these can affect people's employment behavior and pretty substantially in some cases.  So there was already evidence that these things could have effects, and that's why I chose them and, because I'm focusing on employment and earnings outcomes.



Let me say a few things about how to read the table, since footnotes would have made it even more difficult to read.  So I'll just describe a little bit what some of the headings were.



For the most part, these deal almost exclusively with single-parent families.  In some of the results, for example, I believe in Iowa, they are not separate and they may not be in some of these others.  In some places the sample size is insufficient, or the design was such, to identify two-parent families, so they were broken out from this analysis.  That's the case in Vermont and Minnesota, but I'll be focusing on single parents to the extent I can or at least the group which was dominated by single parents, where they're mixed together.



In each state I picked out one or more primary treatment streams in terms of the people got a certain set of rules and they were different across these streams that I present; or it was a different population to which the same set of rules applied.  There were others I could have added.  For example, there's a rural sample in Minnesota.  But I didn't because, again, it just became too complicated.



The bold in the table looks at what I took to be the main or one of several main treatment streams.  The others were in some cases, for example, the case of Minnesota, Vermont, or the Texas time limits, were not really what the state was intending as welfare reform, but were additional experimental groups designed to enrich the information that would come out of the evaluation. 



For example, if you look at the last line for Minnesota, which is supposed to represent the incentive stream for long-term recipients, that stream was never conceived of as their welfare reform.  It was conceived of just to derive information about what would happen and to compare it to their main stream, which was MFIP for long-term recipients.



In looking across the top at what the measures were, the average quarterly employment rate was simply that.  I looked at quarterly employment rates, quarter by quarter, and I simply averaged them by adding them up and dividing by the number of quarters.  In some cases -- this involved a little ad hoc cheating -- I eliminated the first quarter because there were a number of cases where just there was no effect in the first quarter, then you got fairly constant effects after that. I thought it was a distortion to include the first quarter.  I don't know if that is cheating, but, at any rate, it seemed to me to get a better sense of what was really going on in the demonstration.



I would say, by the way, one of the things that this doesn't capture is trends in impacts, because, again, it got too complicated; but, if you look at these individual ones, and I'm sure you'll hear it in the individual sessions, in some cases the trajectories were different.  So in some of these cases the average isn't a good representation because the impact is actually growing over time; in some cases it's shrinking; in some cases it's relatively stable.  And that, of course, portends what longer-term follow-up might be.



Earnings is simply whatever impact there was, the difference between experimentals and controls, annualized.  So, if there were, for example, six quarters, I just multiplied the earnings impact over six quarters by two-thirds.



Similarly for annual income, what this represents -- and I think, again, it's important to realize in most of these cases we're going to have more complex measures -- it was possible to do, it was possible to look at the combination of AFDC plus food stamps plus earnings and that that was calculated.  So that's what I did.  I can't remember if it was exactly comparable across all the sites, but it was roughly so.  



But in all these cases there will be a survey at a later point where you could find out also about, for example, SSI or title II or other sources of income that you could get from a household survey, and that would also be important to know.



Work activity rate, is two things.  The number outside the parentheses, the first number, was the increase, the impact, the effect, the difference between experimentals and controls on their participation in work activities, and it was typically a measure of whether they ever participated over a certain period of time.  The most typical period of time was about a year, their first year of participation, but it varied.



What that says for Florida is that experimentals were 28 percentage points more likely to participate in a work activity than were controls.  The number in parentheses was the actual rate for the experimentals.  And again taking the Florida example at the top of the page, what this means is that these results are seen against the backdrop of a pretty substantial work program the controls got, because 44 percent of them participated in a work activity over the period.  What we're really measuring here is the increase to 72 percent.



Similarly for the sanction rate, this was a measure of whether somebody was ever sanctioned.  Again, the periods of time vary.  But, again looking at Florida -- I think this was over a year period -- the sanction rate for experimentals was 31 percent and that represented a 24 percentage point impact over the seven percent that the controls experienced.  That was quite substantial; basically, it quadrupled the sanction rate.



Finally, I came up with a characterization of how earnings got treated, to capture the earnings disregard policy.  “AFDC” represents basically there was no change in what the experimentals got.  What I categorize as a generous earnings disregard was a state that disregarded over 50 percent of earnings after a base amount and had a pretty generous benefit level.  



Iowa and Minnesota I characterized that way.  Florida I didn't characterize that way because, although it has a 50 percent disregard, because it has a lower benefit, that applies less at the upper end of the range, because it's basically a low-benefit state.  There are a lot of people who, if they get a job, still don't get any effects from that because they're above the eligibility level, although there are people below it.



That I called moderate and, to tell you the truth, I am sure that a better analysis would break these things out separately, that you would want to look at both the maximum income eligibility level and you'd also want to look at the “tax rate.”  So I think that's the kind of thing that you could see with a more detailed analysis.



Finally, what the little abbreviations mean: NAP means not applicable; NAV means not available; and NS means non-significant.



So, with that build-up, I will now quickly talk through what I think is suggested by these.  If we look at work activities and requirements, in four of the six states for at least one subgroup of a primary welfare reform treatment stream, that is, one that's in bold, there are moderate employment gains combined with moderate annual increase in the earnings; and, by that, I meant a 5 to 10 percentage point increase in employment and a 500 to 1,000 dollar-a-year increase in earnings.  This is, of course, averaged across all experimentals.  



That is: Florida, the Indiana placement stream; Iowa applicants; and Minnesota long-term recipients.  Now, I think it's interesting to see that in each of the four there was a significant increase in work activities, ranging from 11 percentage points to 28 percentage points.



I should say one other bit of notation.  In Indiana, I didn't have the data to calculate it really correctly, so I kind of cheated and came up with a proxy; and, if the evaluators or the state people in Indiana want to correct that at the individual session, they can.  I thought there was clear evidence of some increases, but you didn't have the right information about the controls to exactly calculate it. 



In only two streams, the Indiana basic stream and for Iowa recipients, were there moderate work activity gains, but not the combinations of earning and employment gains.  Now, I think it's also significant that no stream without a significant impact on participation in work activities achieved positive impacts for both employment and earnings.  There were some employment gains and scattered earnings gains, but, if we think of getting more people working or working more often and to get their earnings up, no stream that failed to increase participation in work activities did that.



I think it's also interesting that, of the four programs that did have this dual effect we're interested in, of the three in which it's measurable, all had a significant increase in sanction rates.  So not only were more people participating in activities, these were more likely to be mandatory activities.



I think that, at least at this preliminary stage and realizing, again, that later data could change this as we have more follow-up, it does look like increasing work activities and mandates is positive for employment and earnings, and failing to do so -- at least in these six -- resulted in no impacts on the combination employment and earnings.



I don't think this is a surprising result.  I think it's consistent with earlier information.  If we look at financial incentives -- and the best places, I think, to look here are the four lines in Minnesota and Vermont which were essentially incentives by themselves -- is that they were unable to have much effect on employment and earnings.  So, by themselves, they had little effect.



I think that one could also look at the MFIP applicant stream, which is in bold there, but it, too, although it had a modest effect on employment, didn't affect earnings, and it was essentially a kind of incentive stream by itself, at least for the period of time which is measured, because applicants wouldn't, under this period of follow-up, have become mandatory yet.



Now, I think another thing I find interesting about this is, if one thinks about single-parent families and what we know from both empirical research and the economic theory of incentives, more generous treatment of earnings is unambiguous in terms of employment rate; that is, there isn't anybody who would have worked who, if you give them greater payback for their work, should stop working.  



There are no real mixed effects that should come from more generous disregards related to the employment outcome; but, if you think about earnings -- and, again, I think this comes not only from theory, but from empirical evidence -- more generous disregards do have an ambiguous effect on earnings, because where some people might work more because their benefit reduction rate is lower and they will end up earning more, there is evidence, and theory would suggest, that some people, because they have more income at a lower level of work because they're rewarded more, will work less.



So those effects are ambiguous, and I think it's interesting to see, if you look at some of these streams, that, in fact, they do seem to be having effects on employment but not on earnings.  At least, that's what's observed in the MFIP and the Vermont recipient results, and the MFIP applicant results.



Now, I think also the other thing that I would mention before I conclude is that it looks like targeting is important.  The biggest effects really came from this combination of what were pretty strict work requirements in the MFIP long-term recipient stream, combined with very generous disregards.



The final thing I would say before summing up is that also, if you go then to look at the annual income effects, that only for larger effects on family income, which is certainly one of the things that, I think, we should be interested in, it was only where we had more generous disregards that larger effects occurred.  For example, if you look at the Indiana placement stream, which had quite large effects on earnings, and it's certainly in the middle range on effects on employment rate, it had no effects on income; whereas, if you contrast that with Iowa and Minnesota, which had generous disregards, they had quite substantial effects on annual income.



So I think the notion that, for the most part, without changes in some rewards to work and whether they be through a disregard structure or through other approaches, that most likely what will happen as people go to work is they will exchange earnings for welfare benefits.  I think that's certainly consistent with earlier research, too, and that if we really want to start worrying about family income, one has to think about more generous treatment of income.  



I think there are certainly complications involved in whether or not disregards are the best way to do that and how they interact with time limits, which, again, I'm sure, will be discussed in the sessions; but I think they at least illustrate the family income effects.



Now, I want to say a couple of things in conclusion before we get to the break and then to the individual sessions.  One of the things I was interested in was why Iowa didn't seem to fit.  I would have expected the effects to be larger for recipients than applicants.  I would have expected applicants to do better by themselves.  I should say the employment and earnings effects.  Yet, it didn't turn out that way.



So one of the things I did was call up Tom Fraker, the principle investigator for Iowa, and I don't think I told him exactly what I was looking for.  I just asked for what he thought the explanation was of why that was the case.  



Tom had two explanations.  One was that, to a great extent, impacts for both applicants and recipients were concentrated on parents with children under three, and that that was a newly mandatory group which was over-represented somewhat in applicants.



A second thing was that applicants as they came into the program were immediately mandatory, because, as they walked through the door, they had the new set of rules applied to them, where recipients were gradually phased in over the course of the year.  So, over this short two-year period, that meant applicants got a stronger set of mandatory work requirements than recipients did.



I think that it tended then to confirm the basic analysis that what is likely to drive employment and earnings effects in these data are the work treatments.



Now, I want to say a little bit about Texas and Vermont and why there don't seem to be effects there.  One, in Texas, the follow-up is very short.  It's only a year.  But probably more important, Texas implemented its most major changes to its employment program either during or after this period was under way, and they were applied to both experimentals and controls.  



So we're looking in Texas at a relatively narrow set of policies:  a personal responsibility contract and a time limit that applies only to the parents in a very low-benefit state.  So it's possible that those policies by themselves just don't add much to whatever the work requirements were.



In Vermont, there's also some information that I didn't present in the table but that, as families approached the time limits and became more mandatory, that, in fact, their level of work activities did increase, and that, again, I think, is consistent with the basic story.



Finally, I want to suggest something about why the impacts aren’t larger.  When we think of welfare reform and all that's going on, these don't seem to be very large impacts; and I think the thing that the table brings out is these impacts are over and above a control group experience which has a pretty substantial set of mandatory work activities associated with it and was mandatory by standards of an earlier day.  I think we have pretty considerable research that suggests those kinds of programs themselves produced pretty significant impacts.  So one of the things we're seeing is an increment to something that is a long way from a zero treatment control group.  



I think the other thing that is important to realize -- or I shouldn't say "realize" because I don't have any real proof for it -- is that there are a lot of things, other things, that are probably driving, the control group experience, including the atmosphere of welfare reform, the strong economy, an expanded earned income tax credit, greater availability of subsidized child care.  So there are a lot of things that these experiments are not measuring by way of things that, at least in the broader sense, we would think of as welfare reform.



So I think the correct way to think about these results is they represent the effects of different policies in the context of this broader setting.  In some sense, because this broader setting exists, they're directly relevant, it seems to me, to the kinds of policy choices that states might make within that setting and that, despite the fact that they look small, they are very different across the streams.  



I would caution again that they're not final, that we'll have longer-term follow-up, but if we looked at where we are now and the information we have, it does seem to me that they're useful in understanding what the effects of policies are likely to be over and above just a general welfare reform set of policies that apply across the board and really what, I think, is a very strongly changed set of attitudes about what we expect welfare recipients to do.



With that, I'll finish.  I think you will get much richer information in the individual sessions than I've been able to provide.  We're headed for a break until 10:30 now.  If there are any questions or any logistical things, or are we ready for a break.



Okay.  Well, thank you very much.




(Applause.)
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