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ABSTRACT .

The study's objective wefe: (1) to describe the CL .
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itself causes job instability. The data sources were the Graduate
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patterns, (2) the effects of welfare on work, and (3) welfare
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demographic characteristics. Overwhelmingly, males in the low-income
population move from welfare to work on their own, and so,
apparéntly, do most female heads of low-income families, over time.
However, there is much movement from work to welfare, and little

movement out of the low-income ranges. (Author/AdJ)
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\ ' Summary and Conclusions . .
e R T SR — e —;<
I. Objectives . [,
The objectives of this study originally were two: £first, to describe ¢

the patterns of work and welfare experience in low-income families  and to explain

. the causes of such patterns; s%condly, to apply the findings on work and welfare

patterns to the‘policy problenm of categorization: deciding which barticular groups of

welfare recipients should be reduired to work and provided with what mix of manpower ’

services. .-

Conventionally, persons in the low-income population are examined at a point in

/-

time snd’then characterized as being "on welfere,“ or employed, 'employed while

on welfére; . Thinking in terms of these categories, the public and its official rep-

resentatives seek then to move people from the welfare category to either the employed

or, the employed'while,on welfare categories. ,This study was directed primarily

o

tuwards discovering ‘the usual patterns of movements betweer these categories, thereby

determining ‘the value of the conventional categories and, by inference, of program

objectives framed in these common terms. Thus, the study sought.to answer questions

' such as whether, if examined at a iecond point in time, those initially on welfare

A\

atiil would be there; and whether those.initially employed still would comstitute
~ . - .

‘the‘bulk of the employed or whether the employed would consist of a new set of people.

Iﬂ there usually is h substantial flow among the categories, then programs which

/ -~

affect this flow must be judged not on the basis of whether ?r not their participants
¢ ke e

change status, but rather whether thé program induces(f—e desired change sooner than

” *

‘ it would otherwise happen. Similarly, program success depends on whether undesired

4 .
‘r




changes are either prevented or delayed. ,

In}analyzing the causes of work and welfare patterns over time, the intemntion

. of the ;tudy was 7tro irsolakte t;.l'rlierextrgnt t;o iwh’i;:h”ti;ﬁe weléazze éyeéém—égséf—;aswf ‘ -

opposed to personal or labor market factors, caused job'instability. We hoped to

apply these findings to the problems of categorization. Fundamentally, the results '
were not used to yield a set of categories because it was learned that associated
with a small set of identifiable demographic\characterigtics was a wide range of labor

market experiences. Thus, those who can and cannot work or those who need a particular

[y

package and\quantity of manpower services are not easily distinguished on the basis

of characteristics that could be specified in laws or regulations, Well-specified

categories or groups uniring services are difficult to generate. Another component

of a categorical prggram often is a work test. It can be studied geparately. The
1 -

~

second phabe of this project is designed to analyze the effectiveness of work regis~

tration requirements in overcominggvoluntary or induced instability.

II.
R "
b .
-
S

Incentive

period 1968-1971 in four cities in New Jersey and Pennsylvania and was managed

generally by the Imstitute for Research on Poverty of the University of Wisconmsin.

The data from this experiment are derived from a set of thifteen quarterly interviews,

" adminZstered over a 36-month period, one at the outset of the expériment and then .
»

ervals of three months during the actual experiment. Originally, 1357 families,
. ) , ) t
whose incomes were below 150 percent of their respective poverty lines, were selected.

at in

So:f of these received any one of a variety of experimental treatments under a negative.

in

ome tax, while the rest were assigned to a "control group." Most of our work is
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done with only 894 (of the 1357) families, chosen because continuous information on

.

\

their welfare and experimental experience was available to us. These data are

"____:eferred_to.in;th18~studymasnthe.ﬂWisconsin data . .

.

representative sample heavily weighted, though, with low~income families. A survey

,was conducted by the Institute for Social Beseareh at the University of Michigan

\ N

of 5000 families, each interviewed annually for five years. Our study is based
;yijLﬁgbsample of 1635 families referred to as, the "Michigan data." The families
selected for the subsample had income in the bottom fifth of the income distribution

in any of the five years. Further, the subsample was restricted to families which )
were essentially intact (exeept for the possible departure of any member) and whose |
head was not over, 60 in the first year'pr the study.

. o .
Neither the Wisconsin nor Michigan data contain continuous work and welfare histories.

b

Thus, we could not trace the weeketé-week or even month~to-month experiences of families

in the samples. In the Wisconsin sample, respondents provided information about the

4

nature of their labor force activity and earnings only for the last week of each of
* the tyelve quarters; about their presence on a ¢ash welfare or the NIT experimentai
program at any point during a quarter° and about the size of their welfare and NIT .

payments for the quarter, In the Michigan sample, respondents provided information :

’

; on their labor force activity and earnings for the previous year, as well.as on the
total amount of welfare payments received by the family'during‘the year. The major

limitations of these two data sets in studying work and welfare patterns is that_they

-

4,'do not record changeg in ldbor force and welfare statuswithin a quarter (or year)

and the reasons for such changes. In offering periodic informationm, however, ,on
earnings and welfare payments, the data sets do present a unique opportunity

. to deduce a general picture of patterns in employment and welfare status and’ their

Al

’

_____1_.i_Ihe_BanelNStudy~onwlncomeenynamies;;gsered=rne;nexiod‘1961=1911_for_a_nationa;ly______i.j;
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ca‘sea. In sum, the data do not allow statements about the duration in weeks or

months of welfare or unemployment spells, But they do permit an analyst to capture—

/
v

h“?*impaxxantiaspEcxs of fluctuations over time in work and welfare experience. -

1II. Findings

A. Work Patterns

The work patterns of males and females in both the Wisconsin and Michigan

’

.data sets were investigated separately.
Amoné male headg’of families in the low income population, there is a variety of .
) {
work patterns and substantial evidence of fluctuations, in employment status and earnings

over time. At any point.in time during the NIT experiment, the Wisconsin data indicate
that roughly 86 percent of the male heads were employed. During the three year exﬂeri-
ment, however,.roughly 96 percent of the males who basically remained with their

; .
families worked at one time or another. Similarly, in the Michigan data, we found

f ; -

. that over time almost all mélé heads worked at one point or another, Over a fi&e

year period, 96,§ercent of the male heads ﬁorked at some timg.‘ Thus ;here is not a

g \ " fixed group of employed working poor. Rather thq?e is a flow of ;alés through emp}gy—
ment, with the group as a whole evideﬁciné a high degree of lab;x force attachppnt:

"’ Besides the small proportion of regularly non-employed males (who typically sufﬁer

from some disabling condition), other groups of workers in the Wisconsin . sample can be

-

identified by their work patterns. One interesfing group, roughly one~fifth of the
. L]
total, averages more than 41 hours per week during the entire experimental period.

A majority of these men has sybstantial fluctuations in earnings, but the fluctuations

-

do not result from unemployment. They result mainly from fluctuations in overtime

hours or from moving in and out of moonlighting jobs.. These very hard workers tend

to be 9bung, healthi, more educated, but nevertheless poor or near poor. Ancther
s

gfodp cbntaining over 30 percent of the total consists of men who work steadily at

- ¢ <

the full-time level, Thus about half the Wisconsin sample consists of men-who worked

: ' R ’ .
Q : . B .
"ERIC 0 .8
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at least full-time during the entire experiment. In gﬁelﬁichigan data, we also f£ind

a sizable,group of stable workers: nearly two-thirds of EE; male heads averaged 1800
/

hours or more per year over the five years.
e . )

»

.. Now consider the pemaining half of the Wisconsin sample which is characterized

11

. o
by some degree of emﬁldyment instability. One group, about 30 percent of the total,

shows gre§§ ingtability. When woréing; these people work full-time and earn wages
simiI;i on the average to those of other grSups.--Bewever,':hey often are ﬁnemployed
and change jobs frequently. The;remainde; experience one or two briefr spells of
unemployment, but work most of tﬂe time.

Although the study concentrated on males, substantigl attention was devoted to

the work effort of femalés. 1In the Wisééhéiﬁvdata, roughly only 15 percent of the

female spouses were employéd at any point in time, Interestingly, in the Michigan

data 77 percent of the female heads of families worked at some time during the five

-

years. And over one-third of the latter group averaged 1800 hours or more of worg

- .

per year over the five years. -

>

s

B. Effects pf Welfare-on Work .

Work éffort is affected by welfare policies. Both implicit tax (or bemefit-

but statistically éignificant effects on the quiziigy_ni work effort. Welfare programs

- “Ioss) rates agsociated with earnings as well as &glfare benefit levels have small

?

of thé sort studied geperally do not discourage tork altogether but may discourage

it tempo%érily. fThe_effecé shows up in either 1ncre§sed fluctuations in work effort
- lA_}’ f ™ 7 . hd ) ) .
or longer spells of unemployment. When the men work, it is largely at full-time work,

,

plus gpssiblyﬂseme overtime. Also, work respomse—to changes in welfare programs

s differs by racelwi with whites being more negatively affected than blacks —- as well 0
! T S ¢ ’ . .
as according to the program already in place,  * S ;
J/ ) ) ~'
{ ! > —— o x‘ ’ s
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Suppose, for example, that the welfare guarantee isincreased by $1,000 from

an initial level of $2,400, which is close to the current national average guarantee

~ .
available to a male-headed family of four, including AFDC-~UF or General Assistance

and Food Stamps. Using the Michigan data, for white males we predict—a reductiom ——
. 3 N - . _ -

‘in annual earniggs that ranges from $210 per year at a benefit—lgss rate of 25 percent
to $525 at a benefit~loss raté of 70 percent. At a wage rate of $3.80 an’hour, these
amount ;o reductions in annual hours of work of 55 and 138 fespectively. For-Blacks

and persons of other races, the similar reductions are $129 and $323. The corresponding
reductions in annual hours of work at a $3.80 hourly wage are 34 and 38.

Now suppose that the welfare program benefit-loss rate is increased ﬁy 10 percentage
points ﬁrom an initial level of 40 percent. At a guarantee of $2400 for white males,
the predicted deéline in ea¥nings is $126, or 33 hours. Again, the induced decline
in earnings is lower for males who are black or of other races, amounting to $78 or

)# 21 hours.

C. Welfare Dependency

-

™~ The extent of welfare dependency is affected by the labor market experience

-

of ndiViduglé. But it also depends greatly on the characteristics of the welfare

program they face. Dependency, measured by time spent on welfare or amount of payments

receiyed over time, can be influenced markedly by simple changes in program character-

¢

istics, even if work behavior is completely uninfluenced by the program changes.

y
This fact can be illustrated b, the Wisconsin data where we found,not surprisingly,

v
that males who average% high earnings during the experimental period received lower

welfare payments than did those with low earnings. But whereas the differences be-

'_tween the two groups were swdstantial when considering regular welfare, they were rel-
! i ) ’

‘atively minor when looking at NIT payments. Unlike the regular AFDC~UF program, the ‘

a

_NIT plans a%loweh families with working heads fo receive pa&ments and earnings

v

simultaneousiy. Thus, men with '"'unstable-low" earnings who faced ome of the NI&
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tfeatments received NIT payments averaging $255 per quarter compared to $231 for those .

) with "stablehhigh" earnings, a difference of only $24 per quarter, _In contrast,

»

“the difference is much g;geter-f;r recigientshof-AFDC—UF;iwhere;mef*Qith "unstable~low"

earnings received an average of $172 in AFDC-UF payments per quardLr compared to

» o .

*
$§3‘for these with "stable—higﬁf earnéngs.
}

IVﬁ‘ Policy Implications ’igiéa’ '_ v

P

_A. A major objective of welfare programs is to move people from "welfare

to work." It is necessary in this connection to distinguish a short-term success -

.getting a.welfare recipient to work -~ from a long-term success -- getting 'a recipient

K

v . | ¥
‘to work in a situation where the probability is very low that he will leave work and

return to the welfare rolls. Overwhelmingly, males in the low-income and near low-

income popciations typically move from welfare to work on their own. OVer a stretch

of time, most female heads of families in these income groups appear to do likewise.

;v.

But of equal significance 1is the fact that there is much movement in the other
directicn, from work to welfare. While there is much movement between wqu and welfare,

there is little and slow movement out of the low~income ranges for most families

£

* N ‘ . . :
finding themselves there. A program, therefore, which seeks to move people from

. . ‘L
welfare to work may be successful on a short term basis but unsuccessful on a long ©

.

term basis. In evaluating short-term results, a program may averlook the possibility

that its long run effects may be quite different. «

’

These arguments suggest possible refinements in the measurement ?f program success.

J

Thus, a welfare recipient returning to work is only a partial measure of program success.

Tae_c;itical element is how rapidly the change is made. Moreover, there is an additional.
imeusion of success -- how long will it last. The progran will be more successful,

hviéusly, the more it stabilizes the employmert of low-income persons (who eventually
. \ '
}ght again become dependent on welfare). ‘

v . ’
. .
. .
. . \,
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B. If movement in and out of émployment and welfare dependency is common

. g ~ .os
among low-income persons and if reductions in werk effort induced by welfare programs

take the form of ldnger stretches of unemployment, government monitoring of work

/ s -
. effort becomes very difficult. .In this context, administrators of a work registration

o requirement become respohsiblé for redudfﬁéﬁzﬁé duration of stretches of unemployment,

a task difficult both to perform and to measure. A short-term program success would

be a reduction by a work requirement in the stretch of unemployment in comparison to

what would have taken place, in the absence of the work requirement. Moreover,

short-term success could conflict with the prospect of long-term success to the extent

.
q r
that welfare recipients are forced to foresake search for more attractive and stable jobs.

f

. )
C. Moderate liberalization of welfare programs does not run the risk of

eliminating work efforanmong the poor in general. Work and welfare will continue to

go together, both serially and simultanewusly. But liberalization may induce more

cutbacks in work among some workers, as returns to work are delayed, overtime and

-
moonlighting reduced, and voluntary job separations increased. .

D. "!Peralization of welfare programs'will extend welfare dependency —-~ simply

" as a matter 3& arithmetic. Raising benfit levels, for example, extends coverage and

makes it more difficult for people to become totally ineligible. If work effort is

affected negatively by liberalization, then dependency will increase for a second reason.

»

E, Attempts at categorizing people on the basis of a small set of identifi-
[ . t / N

able work-related characteristics for the purpose of providing them with differeﬂt

“

welfare or manpower program ''treatments' will be frustrated by the fact that labor

market problems are not clearly linked with particular demographic characteristics.

] . . .
People with the same'characteristics hgve widely varying ldbor market experiences.

Y

Thus, we are unable to develop/a set of simﬂie rules that eliminaggs the need

for case-by~-case discretion. . ' .

TN



CHAPTER I S -,

"Welfare Turnover: A Review of the Literature -«

’

/ ) .
»

_Welfare progrsgﬁadministrators often are committed to moving recipients from

success in achieving this objective, three issues heed to be considered.

1) It is necessary to distinguish short-term from long~term success.
A person may move from welfare to work only to return again at
somé future time. It is thus desirable to investigate the extent
+ and circumstances of recidivism among welfare recipients.
2)- There are a number of ways of viewing and measuring short-term -
success. One could simply count transitions from welfare to work,
a procedure useful primarily in distinguishing permanent from
trangsitory recipients. Since so many recipients are transitory,
further information about these can be gained by congidering the
timing of transitions, for example, by measuring the average 4
length of a spell on welfare and the frequency of such spells,
Purther refinement is possible if one recognizes that a recip~ )
ient..may obtain a job and nevertheless remain on welfare (at’
least under some forms of welfare. programs). Although welfare
payments are still rec¢eived, they are reduced downward. A
reduction in a welfare pdyment thus may be at least’ a partial
suchess even if, the persén does not leave welfare:altogether.
Siich considerations become more -relevant as the welfare "gySfem.
is liberaliped but they require measurement of changes in "~
welfare payments as well as transitions in welfare status.
N - -
3) The causes of observed welfare patterns need to be comsidered.
Obviously, the work patterns of welfare recipients affect’ their
welfare patterns. The next chapter reviews the literature on
s work effort. In addition, however,. the structure of the welfare .
e - program may have a significant effect on a family's welfare o
pattern. By raising benefit levels, for example, a welfare
4 program makes it more difficult ~~ in a purely mechanical sense ——';,-
for recipients to’ reduce their welfare benefits to' zero'rand
thus leave welfare. tL
(i‘ ‘ . . i
% .
Most of the.above issyes ‘have been studied previously to some extent.

1 L

This  chapter will review previous findings and indicate the principal short-

comings in past work, " .
") ‘ . . \/)
1S . , . .

"welfare to work" and thus, presumably, off of- welfare. -In order to evaluate their -
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, Introducing their study of turnover in the California AﬁDC program, Boskin

and Npid, agsert that "among the many badly mistaken popularly held views about

::i”_:;Jnelfare+_especialIyAAEDC,AjILJﬂuLJZLewethat_the,pophlaﬁion.nferecipientsﬁispmonee,f I

" or less permanently entrenche¢\Ih\a welfare dependency st:at:us."1 Similarly, in

evaluating their findings from a ‘study of turnover in the New York City welfare

.

programs, Rydell, et al, claim that "by tapping new sources of data on welfare case
histories, [they] replace the populaf notion of a 'permanent', static welfare
. ’ /..

population with a comprehension of its true dynamic, changing nat:ure."2 That there

is not a permanently dependent welfare population, especially in the categorical

L
) [
' programs offering assistante to families with children, is-the unanimous conclusion
; )
. of prior studies of welfare dynamics. This conclusion, although it reflects an
) accgréte description of the available data, provides an incomplete view of welfare -
o~ . -
c

’

turnover. What has been ignored or given in icient weight in the interpretations
of existing studies is the impact of the cha‘ac eristics of weiE;:e\Efbgrams ?hem— / -

selves on turnover. Benefit levels, benefit—lose)(or tax) rates, ;héome’accognting

2 - -

gystems, work registration requirements, and the myriad of other welfare.fules

and their administration all affect turnover -- even if they have no iipact on
- t
. R
recipient behavior -- by determining the conditions of their eligibility.

High welfare turnover, an undeniable phenomenon under AFDC, in part reflects

A

substantial short=-run fluctuations in the non-welfare incomes of low fncdhe.ﬁouse—

holds. It masks, however, the relatively small degree of u#ward movement in

the annual incomes of such units: progress out of poverty simply is not extensive
: -

and dramatic. High welfare turnover presently results ff@m short-period fluctu~
: N\ .

v
ations in income interacting with a weléare system that was designed to be responsive

to such changes. 'Although both by design'and administrative default the system

of late has become somewhat less responsive to income fluctuations, the high




5'3- - ) ' -
turnover that remains is substantially an artifact of a particular set of welfare
system rules and their often arhitrary administration. It requires no great imag- .

ination fo develop different welfare turnover patterns, given the same set of non-

welfare income patterns, with minor alterations in the characteristics of the welfare

]

system. A convenient example is that the migration of an AFDC household from oné

Y s

jurisdiction to another results in a case closing and, most probably, a case opening._

Complete federalization of AFDC, therefore, would redute turnover that results

- ’

fron”geographical migration.3 In general, were AFDC to become responsive largely

to long run changes in family income, the turnover emphasized‘in.ggisting studies
. - ‘ ' ' v
- would be attenuated dramatically. - : .

‘ ——

Besides measuring the extent of turnover, previous studies relate turnover 3
rates to the personal characteristics of recipients, mainly to those reflecting
their capacity to earn income. The findings generally. are consistent among studies .
‘fanq,not surprising: the duration of a'speli on welfare is shorter the younger and
"ﬁgge educated the family head,‘the smaller the size of his”family, and the higher" -

. his potential wage. These studies are reviewed in this chapter. Prior to reviewing

the Studies on turnover rates and their relationship to the characteristics of welfate
tbj‘ Lo
families we illustrate how changes in a welfare program can affect welfare turnover.

~

A, Welfare Turnover Under Alternative Program Characteristics
e The limited literature on welfare dynamics focuses on the links between

welfare turnover and personal characteristics, giving some attention also to the

effects of the economic environment. With a notable exception, it inadequately

‘f

emphasizes the links between welfare program characteristics and turnover. As a

'preface to our literature review, we' qffer some illustration of the obvious point

that, given a particular pattern in which income accrues to a houisehold, its welfare

* lad
experience will vary with welfare‘program parameters.

- Table, I-l contains the income pattern of a hypothetical household. The head ' .

experiences two stretches of unemployment, each preceded by a period in which the

¢ ¢

13




TABLE- I-1

f~4 -

~ e

Welfare Benefits and Welfare Turnover Under
Alternative Program Characteristics

= 300, = 400, . . g =300, = 300,
. %m'= .50, §m= .50, Emn .75, Ema .50,
Monthly Monthly ' °~~ Monthly Monthly a Monthly
Mbgth Income Accounting™ Accounting Accounting Accounting
1 550 25 125 o 25
‘ \.
-2 600 0 100 o * s 0
"3 1400 0 0 0. 9
4 0 300 400 '+ 300 0
5 0 300 400 300 200
6 600 0 100 0 ® 0
- -
. 9
7 550 25 125 . o_ %%uﬂf
8 600 0 100 0
9 550 25 125 / P25
10 1400 ’ 0 0 o . o
1. 0 "300 400 300 0
12 0 300 400 '300 200-
Total 1275 2275 1200 475
Annual '
Payments “ '
. . Ns ~—
Number of 7 10 ' 4 5
Months on » )
Welfare !
Average 182 228 300 95
" Monthly ' ‘
Payment -
While on
Welfare
Number of . 5 3 2 5 “
" Spells on '
Wélfafe-m?- _
Average 14" 3.3 2 1
Length of ' T
Welfare

Spell

Yo




FOOTNOTES

TABLE I-1 : -~

-~ a. The férmuia for determining monthly benefits, b, is:’

b=g -ty

[

where’
spar

&, = the monthly guarantee,

t.

= the tax rate on income,

¥y, = current monthly income.. "

b._ The benefit formula is:
- . b =gt (yc + yo) .-

where the notation is the same as in footnote a above, except .
that Vo = income from the carryover account up to an amount equal
’ ) g

to the monthly breakeven level, ———, minus Yer

Pad
>

—

.‘& :

.
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l .
,ﬁ‘ - ~ ’i . . - )
spouse works for .one .month. Celumns 1 through 4 reveal its pattern of welfare

L] . .
experience under alternative negative income tax programs. The programs are
characterized in the eihﬁpie only By a guarantee, g;, a monthly benefit available

if income in that month is zero; a tax rate, t, on all income, which reduces

benefits as income rises; and an income accounting system, which determines botﬁ.
the frequency with which benefits are adjusted to income and the length of time .

over which incomeis "remembered" when bepefits are computed.

14

As the monthly guarantee is raised from $300 to $400, .comparing columns 1 and

2, not only would the household's monthly and annual payments rise, but its number

,

of months "on welfare," that is, monthg when it geceived.a positive payment of any
amount, would inérease from seven to tgﬂ ﬁonths._ It being hardef to get off of'
welfire, its discrete spells oﬁ welfare decrease from five to three. The average
dur&kiﬁﬁ of iEs spells on welfare(would more than double, goiné from 1.4 to 3.3 Qpnths.
These changes in the measures of its welfare expefience oyer time assume no impact

of the welfare system on the pattern dn which income -accrues.

-

A comparison of columns 1 and 3 demonstrates how changes in the benefit-loss

or tax rate affect wlefare experience, when all other program chéracteriqtics and

-

the income pattern are held constant.

1

Column 4 is added to iqdicate the impact of a change in the income accoun&ing

+

system, and also may be compared with column 1. In column 1, only income received
9 . ,

in a particular month determines benefits in that month.. An alternative is to

e I

-

.reducevbenefits not only on the basis of current income, but also on the basis of

L 8
" income in excess of the monthly breakeven level in past months., Thus, in thg third

month, the family hag $800 in excess of the $600 breakeven level (the #rcome level

»

at which benefits are zero when the guarantee is $300~and“the tax rate 50%). The

-

"exéesp" of $800 in the third month is ignored in caiculating benefits in the future

mbnths under the monthly accounting system (in column 1). However, in an accoupting

system where income is "remembered” in future periods, the $800 excess will be added

. +*

. Q : -
L ,E[{l(rto actual income for a number of months in calculating benefits. The memory

- :
e . 1 6 : . e
-

¢t - ) 7




-7 = . ,
. L

) siétem in célumn 4 assumes that the $800 excess is used up in amounts equal to the
difference between the monthly breakeven level and current monthly income. Thus,
$600 of the $800 is applied in the fourth month and the remaining $200 is applied

~in the fifth month. Stretching out the period over which non-welfare income is

remembered results in fewer months on welfare. In this case, the number of spells

/rémains the same, but the average duration of a spell declines from 1.4 to
. ] . . .
1 month.4 e T . .
| i , : :
Program characteristics, like the ones illustrated, change perioditally in .

%

-AFDC. Benefit levels vary as state legislatures choose. The tax rate on earned
income dropped in July 1969 when the 1967 Amendments to the Social Security Act

took effect. Those provi ed for the ' exemption in computing benefits of the first

’

$30 and one~third of additional monthly earnings. The AFDC accounting system changes

implicitly. For example, household incomes are investigated with varying frequency
e . * R

1

in nesponse to varying political pressures to eliminate overpayments tb.recipients.

R Examples of how administrative procedures influence welfare turnover are offered
‘\ +

.in the@concluding gec ion. Welfare patterns obsetved under a particuiﬁ?'configuration‘

- - 5 .
of program parameterd, therefore, must be interpreted with caution. il xﬂ*

B. The Welfare Experience of AFDC and AFDC~UF Families

. How long do families remain on welfare once they are there? With what frequency

‘do their cases close? Once closed, with what frequency do their cases re-open?
R ,
A"O, Y
" Four studies.containing descriptive dat¥’'on welfare dynamics attempt to answer thése
. by
questions.6 We present their basic findings and comm®nt on their techniques. A_
. s .

summary of their characteristics and findings appears in Table I-2. .

[ S P—,

Boskin and Nold used longitudinal data on 440,female-headed families in

3
the California AFDC program. The families all went on AFDC in 1965, not necessarily

for the first time, and then were observed for .a 8ixty month period. For each 17

-

-

month during the period Boskin, knew whether'or not the families were receivingfsome

-
'( /

AFDC payment. Overall, Boskin observed high turnover in this population. Thé mean

spell on welfare was a stre._h of roughly 26 months; while the median length of any
Q
[:R\Kje welfare spell was less than 14 months.7 Roughly three—fourths of the 440 families

ST T

.
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TABLE I-2

Summary of Available Information on Welfare Turnover

~
STUDY :
Boskin~-Nold® Ryde11? saks®  Ketron®
' Matched
Longi~ Cross- Cross- Cross~
A. Type of Data ) Longitudinal tudinal sectional sectional sectional
B. Welfare Jurisg- : California  City of New York City of All States
dictions ‘ New York
Répresented- : -~
, -
4 i - -
C. Time Period : 1965-1970 1967-1972 +December May 1969
- Covered Coa ) 1967 and 1971
D..'Duration of AFDC[Mean 26 -~ . 34,9 41.2 -
One: Welfare ~ ‘Median 14 20 7 34 —~— 38
Spéll : o C .
Mean - -~ ', 38.3 27.2 -
AFDC-UFlyeqsan  ~- 6 .. 12 - 54
E. Average AFDC " 3.9 4.5 - - 2.4 1.7
Monthly Per- A . -
centage AFDC~UF - 10.6 C - 3.7 1.2
Leaving - - . o
Welfare - : ‘ .
- [3 -
. F. Percentage . 1 73 ‘ 66 75 .
s° Distribution ATl 27 34 25 5 61
= “of Cases by . _ - 62 ; 46 .39 °
Number of AEDC-UF[§+ o ‘ g; 38 '
Spells , e
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FOOTNOTES
TABLE I-2

.

a. The Boskin and Nold statistics are obtained as follows:

D. The mean is the inverse of the average monthly probability of leaving

welfare in their sample. As explained in footnote 7, this is a rough approx~
< imation of the true mean duration. The median provided in the author's

paper is for the total amount of time spent on welfare during the 60 month

study period. 'Since some families were on welfare two or more times during

the period, the true median is less than 14 months.

E. This was provided by the authorsinftorrespondence, gince such probabilities
" were presented only for sample sub-groups in their paper. )

P, Boskin and Nold, p.-11.

A

b.  The Rydell statistics are obtained as follows:

D.  The authors advised us that a mean could be calculated from two sources,
a statistical report published by the New York City Department of Social Services
and a table in their report. From the statistical.report, we deriyved the average
, number of cises receiving both AFDC and AFDC-UF in each of the six years, 1967-
.. 1972, Multiplying these averages by twelve and summing over the six years,
wg obtained the total number of "case-months" in each caseload. Dividing the.
. 'sums by Rydell's estimates of the total number of separate cases receiving
AFDC and AFDC~UF during the six years, we arrived at an estimate .of the mean
length of a welfare spell.. The mean for AFDC seems plausible, but not that
¢£nq AFDC-UF. (City of New York, Department of Social Services, Monthly New York
..City Public Assistance Summary; 1960-1973; and Rydell, et al, Table 2.3, p.'l4.
Thé.medians from the longitudinal data are obtained from Rydell g Table 2.11, using
khe weights provided in Table 2.8. The medians for the cross-sectional data are
ftom Table 2.14, using the weights in 2.12. Table 2.14 appears oniy in Rydell's
dnaft report,’ . . ' .
E. .These are closing rates for cases closed within three months of their opening.
Tgble I-3 contains these rates for subsequent periods following their opening.

he distribution for the longitudinal data 48 from Rydell, Table 2.10. °
The d stribution for the cross~sectional data 1is from Table 2.9. {

11 ~

Cs The Saks.statistics are obtained as follows:

Tﬁe means are presented in Saks, p. 125.

E. iThese are the reciprocals of the mean durations presented above. They are
rough-a proximations of the true leaving rates, fqQllowing tﬁf same argument
offered” in ‘footnote 7.of the text. A

Q‘v- ,‘4_, , . ’ K . .
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.+ FOOTNOTES

: { TABLE I-2,

]

F. The numbers presented here are for the State, not_ the City, of New York,.
and for AFDC-UF and AFDC combined. +«(The ratio of AFDC to AFDC~UF in New York
City was about 12:1) Since the city caseload comprised 73 percent of the state
caseload at that time, the numbers should be indicative of the distribution for
the city. (U.S. Department of Health, Education, and Welfare, National Center
for Social Statistics, Findings of the 1967 AFDC Study, Part I, Table 12.)

The Ketron, Inc. statistics are obtained as follows: ' -

1

D. Ketron, Inc. did not provide medians, or data which permitted their derivation.
Since they studied the national caseload, we derived these from the national.survey
of the AFDC population. (U.S. Department of Health, Education, and Welfare,.National
Center for Social Statistics, Findings of the 1969 AFDC Study, Paxt I, Table II.)
Unfortunately, the national survey data combines AFDC and AFDC~UF cases, in the

ratio of 20:1. -

P

LY . -
E. [Ketron provides the probability that a case will close within one year
of its opening. Assuming,contrary to fact, that the case closing rate would be
constant throughout the year, we divided these annual closing rates by twelve.
Ketron, Inc., p. 6 and p. 20).

,\] ‘ . ., ..' .
‘F. Ketron, Inc. did not compute these percentages for AFDC units in thdir
matched sample, which is but a part of the total survey sample.. We report these
for the entire, combined AFDC and AFDC-~UF samples represented in the 1969 AFDC ¢
Survey (U.S. Department of Health, Education, and Welfare, National Center for -

Social Statistics, Findings of the 1969 AFPC Study, Part I, Table 11).

Dashed lines in the table mean that the authors did not orovide any information
on%the matter, not even data from which we could,derive estimates.

A
Yo
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had but one spell on welfare, spending an average of nearly 40 percent of the five

was 4.9 percent per month.8 _ll_

years receiving AFDC. The other fourth had two or more welfare spells, and spent
an average of half the period on welfare. Only 75 of the 440 families spent the
entire 60 months on welfare. Nearly 4 percent of the cases still on welfare left

the rolls every. month. Once off the rolls, the probability of welfare recidivism

+

LI
oy

Saks used cross-sectional data from the 1967 survey of the AFDC and AFDG-UF

caseloads conducted by DHEW.9 He separated New York Citg cagses from those receiving

welfare in the remainder of New York State. In this'sorvey, cagseworkers were asked

»

to report, among other items, on the length of time that an AFDC case had been open

gince its most recent opening, ignoring lapses off welfare of three months or less;
Saks then computed the average;length of time since the most recent opening for
cases in his cross-section. He found it to be over 41 months for an AFDC family
in New York City. Although Sahs does not measure the length of completed spells,

C e — )
his figures do contrast sharply with the 26 months mean in California. , For an

AFDC-UF case in New York City, Saks calculated a mean duration of 27 months. Whereas

in California only one-foyrth of the AFDC cases were recidivists, in'New York City --

according to the Saks data -- nearly half were. Obviously, with the duration on’

- e

welfare being longer, the monthly probability of leaving was much lower in New York.

<

Besides the fact that California“and New York City welfare systems, local

economies, and caseload*domposition may differ, there are peculiarities in the

data that could cause the differences in the findings of Boskin and Nold and Saks.

The Saks data will yield longer durations for two reasons. One is simply that the

caseworkers were instructed to ignore lapses in cases of three months or less in
recording the duration of a current spell. A second is more complicated, and

offered initidlly by Rydellm- Consider a span of three months, in each month of

-

v

which one case lasting one month and one lasting six months is added to AFDC.

At the end of the third month, four cases are on welfare, three of the six month

fl

' and one of the one month variety. The inference is that if we follow Opening cohorts,

[Kc

wll Toxt Provided by ERIC
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as Boskin and Nold did, we may get a different picture of the average time on welfare

than if we look at a cross~section of cases. Long term cases are more dominant in
g;qss-secgional‘than in longitudinél data on cohorts, In Rydell's data, for examﬂle,

over two-fifths of cases in a given opening AFDC cohort remain on welfare for \

.more than threé years; Vhereas over two-thirds of cases on AFDC at a particular po‘nt -
- in Lime are on wyelfare %or more tﬁan three yearé.10 | ?

There are two factors, however, th;t tend to reduce somewhat the av?rage :\
duration in the Saks data: his cases have not completed their spell on AFDQ; and, as
Sak;-notes, the growth of the New York City caseload in the mid-sixties would make
it especially 1ikely that the caseload would contain a large number of relative;y
new cases. On balance, one would expect the Saks' déta necessarily to yield longer ~g§
durations than‘the Boskin data. Their results are not really comparable,

Like Saks, Ketron, Inc. used cross—sectiﬁnal data from the DHEW surveys of“fz
the AFDC caseload. In this case, Ketron drew on the 1969 and lé?l surveys, attempting
to determine how many families that were on welfare in 1969 were still on in 19%1,

f/nineteen months later. 'Two;adjustments had to be made'ig‘the 1971 data to allow
_,their comparison with the 1969 data. First, the data from the two, samples were
(lmatchéd, so that all cases in the 1971 survey that were not on welfare 19 ﬁontﬁq
“%Efore were eliminated. Secondly,'197l AFDC cases that were AFDC~UF cases in
1969, prior to a father's departure from his family, were tre;ted as:AFDC—UF césgs
in 1971. Clearly, this reduces the observed turnover in AFDC~UF; it also raises g
calculatéd turnover in AFDC from what it would be in absence of the adJUStmenE |
because fewer female heads are observed now.in the 1971 cells. It is intere;ling
to note the reversal in length of durations between the Saks and Ketron studies.
Saks, of coprse; sgud;ed only New York City, whereas Fhe Keéron study included the

C

national caseload. Nevertheless, Ketron finds that "AFDC-UF cases remainoon welfare
. . </

1onggr when gheip immediate transfer from AFDC~UF to AFDC is disregarded as a

case closing.ll ’ . .

Q

22




L3 . 4 ~13-

B By far the most extensive Study of welfare donento date is that done by

P

Rydell at the New York City Rand Institute. Both cross-sectional and longitudinal

i data on particular cohorts were used. As noted above, §he different data soprces

.
B

yield different results about welfare dynamics. As can_be seen in Table I-2, the

- crqss-sectional data yielddlonger average durations than‘do,the'data‘on opening'

¢ * ‘
x

",cohorts} not surprisingly, then, the former-also contain'a larger proportion of o

A\l

persons who are not welfare recidivists during the 72-month study period. The

average durations found by Rydell for New York are longer than those of Boskin

.\

and Nold*'for California, when the two sets of longitudinal data ate compared.

In contrast to .Ketron's results for the nation, Rydell finds that AFDC-~UF cases

o

4ga!:ve ghorter. welfare spells than AFDC cases. . Even after Rydell accounts for movement

B
of AFDC-UF cases to other categories, AFDC-Ughdurations are shorter than those for
- - '

.

AFDC ca'ses.12 '

’

Some of the most interesting descriptive data in the Rydell study, repro-
duced here in Table I-3, are on case closing and case reopenihg rates. The top

bank of Table I-3 indicates that case closing rates drop markedly with incréasing

-

caseggge' the longer cases remain on welfare, the less likely 'they are to leave

welfare in any. particular month.® This finding, buttressed by the Ketron study

»

of the national caseload, is 'important, for the Boskin=-Nold and Saks studies
_assumed no change in case closing rates as cases aged.13 Note also how case re-
opening rate fall éith the'passage of time: if a closed case reopens, it is likely
“to do so quicklyt Rydell's data further indicate that, in all, rouéhly one-half

of closed AFDC cases and three~fifths of closed AFDC-UF cases reopened within the
} , ’ \ A

.. 5-1/2 year study period. .Similarly, under one-half of all opened AFDC cases and
) three-fifths of all opened AFDC~UF cases are cases of welfare recidivism.14

\‘ This substantial degree of quick recidivism may be reflective of the fact that

<

. What gets families off of welfare are short run, h%t long run, increases in

M .

family income. . ' .

2( 3 ' /L 1 .

’

D A L
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TABLE I-3

Monthly Percentage Closing and Reopening Rates®

Time Since fA. Monthly Closing Rates-ef Openings b§ Time Since Opening
Addition of

Cases to ; AFDC, 2 . AFDC, ‘
- Welfare Rolls - or more children 1 child’ AFDC-UF

3 months 4.4 4.8 10.6 I oy

, : ~ © 3,2 4.2 7.0 i@y
6 months 2 -
1 year X . 2.0 3.0 4,0
1.5.~ 3.0 years . ;'2 i‘i . é'g
345 = 5.0 years * : !
‘Time‘$1ﬁce T . " B. Monthly Reopening Rate Into Former Type of Assistance
Closing - :
L

3 months . 5.1 2.8 2.2

6 months . 3.6 2.3 1.5

1 year 1.4 ’ 0.9 0.6

1.5 - 3.0 years 0.7 0.4 0.3

3.5 « 5.0 years 0.3 0.2 " n.a,

Time Since ' C. Monthly Reopening Rate Into Different Type of Assistance
Closing ‘ . :

3 months 0.8 0.4 1.4

6 months 0.5 0.7 3.1

1 year 0.3 0.5 1.8

1.5 % 3.0 years 0.2 +0.2 0.9

3.5 - 5.0 years 0.2 0.2 0.5

a. Source: C. Pezer Rydell, Thelma Palmiero, Gerard Blais, and Dan Brown,

Welfare Caseload Dynamics in New York City, R-1441~NYC,
’ The New York City Rand Institute, October 1974, pp. 28 and 35.
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In sum, high turnover does seem to characterize the AFDC and AFDC-UF programs.
The measurement of the turnover, however, with a given set of program parameters,
is affected markedly by the choice of longitudinal or cross-sectional data.

C. The Correlates of Welfare Turnover

To date, measures Af welfare turnover have been related to medsures of the
personal characteristics of recipients and of the local economy. The personal
characteristics are presumably related to earnings and to other factors directly
affecting welfare experience. Increasing attention has been given to a éhird\set
of variables, measures of welfare programs~ .Our point is not that the latter have

been totally ignored in. all studies, it is ,rather, that they have been given in-

51 tor ——‘/ 2,

sufficient attention in interpreting turnovq?;%gtes and their determinants. In
, o )
particular, what has‘not been stressed is tﬂgt ﬂfgh turnpver'reflects in part,

at least, the parameters of the AFDC and AFDE-UF programs, not on1y<increa8es in the

-

inco?es of recipient households. This déction reviews findings on the correlates
. »
of turnover and places them in perspective.'

N -, e .

Boskin and Nold focus principally on labor market variables in explaining

both case closings and case openings. They develop for each female head  of family

3 yeo

in their sample an expected market wage and an expected duration of unemployment

once in the labor market, from a regression of these variables™on personal character-
™

istics using data in the 1967 Survey of Economic Oppdftunity. Added to these

measures of the opportunities afforded by the local economy are variables on

-

personal characteristics that may affect labor market prpypeéts, such as'race,
non-wage income, age, health, occupation, and presence of pre-school children.
The authors find the wage and unemployment variables, plus race aﬁd non-

-

wage income, significant in explaining case closings. Only the wage and race
variables are significant in explaining openings. In short, whites, those with
higher non-wage incomes, and those with betiter labor market opportunities all

have better prosbgcts of leaving welfare. Once off welfgre; non-whites and those

o5 e

4
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R (3
whose expected wage is below the legal minimum are more likely to return to welfare.

Othir personal charactefistics are not significant in explaining case closinés or
openings. Since duration on welfare is inversely rglated to case élosing r;ées, or
the probability of leaving welfére, the average durations for persons of differen;,
characteristics can be inferred from the above. For example, womén whose expeéted
wage is below the minimum Qill average roughly 75 percent more time ;Q wgifare per
spell than women whose .,wage is above the minimum, their other charcteristics held
constant. '

On theoretical and statistical grounds, the Boskin and Nold paper are open to
question. , Levy has noted that a model of welfare turnover for female~headed fqmilies
that relies too heavily on labor market\faqtors is ill-founded in view /of .the small
proportion of such case; closed for reéséns related to.employment. In the first quarter

~

of 19?3, for example, less thgé 7 percent -- probablyﬁ}ess.than 5 percent -~ of AFDC |

¢ases in California closed becausé of gmployment:.15 Yéf Boskin ;nd Nold ascripe

the increase in average durationg on AFDC from roughly 22 tp.57 months to the difference

in expected wageé_faced‘by AFDC motheré.16 In effect,:Boskin and Noid relatgd welfare

experience to all the exogenous Qariables of their system. Some of these'éxogenous /
variab1e84m;& affect welfare directly, but many of them-affect it only through the
‘channel of earnings, It is tempting to wonder whether spelling éut'the iytermedia;e
.steps might.havegiveﬁ a clearer pictﬁre of structural relationships., In any case,

while we accept the fact that welfare turnover, especially case openings in AFDC-UF,.

. is reldted to employment factors, a more complete model Wwould consider non-labor .

L
M P/}

Serees g . .
market factors as.well. - - LY % N
- ™ ' ’ . g

. : § : '
Using no ggf%icular theoretical structure, the Ketron study estimates the

-

reiationship between case closiﬁé rates and the race, age, education, and thé‘numbef
| .
of children of AFDC mothers. Additionally, the length of time a case has been opén

~

is included as an independent variable. The probability of a case cfosing,fallé

. .
- a s
. R .
’ .

26
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Sty
A )

(or the'durqtion on welfare rises), if an AFDC mother is non~white, has a large number

-~
. *

of children and is older. It also falls,dramatically with the "age" of the case.lw
For example, a family headed by a whitgg;other unger 26 with one child has-a .35

chance of leaving AFDC in the-next twelv& months, if her case has béen open for less

v

than one year; whereas the same type of family which already has*ueek on AFDC for more-

"~

than two years fages but a .69 chance of leaving, within the next year.--This 75 percent
decline in the probability of leaving AFDC as the case ages induces Levy to speculate

that the

. . .welfate system contains several 'tracks: a
number of families come on the rolls at a particular
. time. For some, the rolls are acting as a backstop
through a difficult period and they leave the rolls .’
- . as soon as circumstances change1 For others, welfare
becomes a long~term phenomenon. )

This point stands in contrast to earlier emphasis simply on high'turnover in AFDC.
, * * Saks also recognizes that the decision to leave AFDC is explained by changes

in earnings in only a minority of ihstances. Migration and technical disqualifications,

_for emample, account for a sizable fraction of case closings. Still, though, indicators '’
] 7 - - ¢ < .

of employability are statisticqlly significant in explaining the duration of welfare

spells. Saks finds, for example, that the expected wage of both AFDC and AFDC-UF

family heads is negatively”related to the duration of a welfare spell. Amongdthe

-

personal variables,fnge and disability are positively correlated with duration.

Saks notes that the correlation between age and duration may indicate that older " -

persons may simply have ad more time to be’on welfare.

Lastly, Saks discudges two types of effects of walfare program variables:
/ .
they may inﬁi&%::; recipiehkt behavior, and therebyaffect eligibility; or they may

°. . . ) - L \ o .
affect mechancial y the conditions under which recipients are eligible, even if they

i have no influence on beﬁavior, Thus, Saks assertsfthat a fall in the tax rate will

have two different results. ‘it will induce more labor but it also raises the welfare

- R

breaRQVen level so it will increase expected duration of cases.19 He does not -
® ‘

o distinguish the two types of effects in interpreting his statistical work.

EKC T, &
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In disucssing the positive correlatio@ that he finds between the guarantee level
and expected duration, he refers only to behavioral effects: lower guarantees "push"
family heads, especially males, to search more'assiduously for non-welfare income
alternatives.zo WeAshall‘return shortly to Saks' overall discussion of the relation-
- ; ‘8ship between welfare program characteristics and welfare participation.
Limited analysis/of the data emanating from the Michigan Panel Study of Income

binagics has been done at,Michigan.21 Dickinson combined all low income families ‘
.and then estinated the correlates of the probability of any low inoome family going
on any cash public assistance progran during the five year study period; and the
correlates of the probability of a family leavinngelfare after having been on.

The most important correlates of going on are the departure of a male head from

hig family and the age of the children in a family. Families on welfare whose heads

3

e

change from male to female or remain female are much less likely than male-headed

~ -

families to leave welfare. Interestingly, in a study which considered family gtructure,

family composition, not labor market, variables were critical in getting on- and off.

-~

. Lastly, holding constant a large array of factors, families in the Northeast were

most likely to get on and least likely to leave welfare. What distinguishes the

Northeast from other regions must be their more generous and'liberally’administered

Q
welfare programs.

Consistent with the results of other studies already reported, the Rydell

study finds that variables related to’ the prospect of employment affected turnover.
0 - >
Case closing rates in AFDC are 'gatively correlated with the age of the mother and

’

the size of‘her family, as we l as positively correlated with indicators of her
employability. 'For e:.:amil/e,,/ contrblling for other factors, the probability that .
a recently opened AFDC case, where the mother had one child, would close within its
_ first year on welfare was .030 in any given month' where the mother had two ‘or more
children, that probability dropped by a third to .019. Similarly, tHe probability

4 ' L ]
that a case headed by an unemployablb" mother would close was roughly ona—third less

» 7 .
N ‘ P

EKC : 2 . ' 28 . - P
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than the probability that the case of an employable mother would be terminated.

-

(Employability here resulted from caseworker judgment,). SN ’

Another interesting outcome of this study is the development of predictive

. |
modets for the number of case openings and the number of case closipgs in each j

. . g |
welfare category, including AFDC and AFDC~UF. Monthly openings in an assistance |
category are regressed in a log linear regression, against six variables. the

average number of monthly openings in the previous twelve months, the number of
%

caseworker workddays in a month, the welfare department's acceptance rate for new

applications, the deflated welfare guarantee, the local unenployment rate, and the

LY

number of recent "general service" births, Monthly closings dre regressed against
. ——

previous closings, caseworker workdays, the welfare guarantee, and the unemployment

-

rate.
Rydell notés that changes in guarantees and acceptance rates by the welfare
’department could have altered openings and closings by having both behavioral and
J mechanical effects: welfare ptogessively was made relatively more attractive, thereby
possibly inducing people to forego work and choose welfare; and increasing numbers o
people were made eligible even if theéy in no way altered their behavior. According

to Rydell's findings, the acceptance rate and the welfare guarantee usually did

have powerful effe:t on openings. Using resylts from regressions which have values |
of deof .87 and .485\:espectively, Rydell reports that in both AFDC and AFDC~UF, a
1 percent increase in the acceptance rate increased the number of openings by an’

‘identical 1.57 percent.23 Thus, to estimate_the effects of a 5 percent change,

v

an.increase in’the AFDC and AFDC~UF acceptance(rates from 700 to 735 would increase
new openings in AFDC froﬁ'roughly 4500 to 4853;.and from roughly 250~to -

270 in AFDC~UF. In AFDC, the impact on openings of a change in'the guarantee level
.Waé gtatistically significant only at a low level and, in any case, was fairly

"§

small: the elasticity of openings with respect to the guarantee was .3. In AFDC~UF,

a 1 percent 'increase in the guarantee had an effect six times as large, 1.84 percent,

v v . »
. . :
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;nd wasg statistically‘signiﬁicant. An increase in the average AFDC-UF g;aranteg
in 1971‘ffom $300 to $315 would have increased monthly openings from roughly 250
to 273. Were the .3 figure significant ;t a hiéher ievel,'raising the average AFDC
guarantee from $250 to $262.50 would increase monthly openings from 4500 to 4568. |
It should also be noted that besides affectiﬁg openings,directly; Rydeil found that .
an increase in the acceptance rate increases the number of AFDC and AFDC-UF appli-. .
cationg. This,'in turn, increases oéénings. :

The predictive model for qhe number of case closings yields the conclugion

3

that, as Rydell hypothesized, case closings are negatively related to welfare guarantees

and the local unemployment rate. A 1 percent increase in the AFDC and AFDC-UF guarantees

over the period 1963-1971 led to a .45 percent and a .38 percent decline in the re~

~

spective number of case closings. Thege results come from regressions which have

values for R2 of .58 and .57, respectiveT§.24 Thus, for example, a 5 percent de-

cline in AFDC guarantees in 1971, from $250 to $237.50, would reduce closings from

roughly 225 to 214 per month. ‘ -

While it appears, then, that legislative and ?dministrative changes in welfare
parameters have affected the prbbability of Both going on and getting off welfare,
the pther interesting results from the Rydell equations are thexsignificant,co—
efficient on a measure of recent unemployment -- and the statistically insignificant

effect of lagged unemployment:.25 These suggest that welfage experience is related

to events in tﬁe labor market; and that potential recipients are in jobs which are

unprotected by unemployment insurance. Having limited assets, uné@ployment results ’

i

quickly in a move to\Yelfare: v ' s ’ .
Data on their independent variables are of some .separate’ interest. The
welfare department's acceptances in AFDC rose from 523 per 1000 applications in 1963

to 772 in 1968, as labor markets and incomes generally improved; and then declined
L} '7 )

v

to 698 per-1000 in 1971, as ti;es worsened. The mean number per 1000 applications




I B - - T R mrwtas SR e e T SEee— RS

! - 21 ~

over the nine years was 662. Similarly, in AFDC-UF the comparable figures are 571,

6 As just suggested, we will expand below on how

J

766, and 666, with a mean of 665.2
these fluctuating acceptance rates probably were a consequence, not Qf a changing
mix of applicants, but of deliberate administrative policy to contrql growth of welfare

in New Yof? City. Monthly welfare guarantees also varied over the nine year‘feriod.

¢

Average monthly guarantees in constant dollars, among families of all gizes, rose from

$187 in 1963 to $267 in 1970, and fell to $225 in 1971; the mean for nine years was

A 3
$224. 1In AFDC-UF, the comparable figures are $240, 325, and 307, with a mean of

‘ $279.%7

]

. ) : .
A likely hypothesis is that most of the variation over time comes not from
a changing mix of families, but from legislated changeé in benefit levels.28

D. The Administrative Factor in WEIfJ;gfgzzggsﬁr

Employment-related factors, although impértant with respect to éng-UF turn-

LA s
over, do not account for the majority of AFDC case openings or closings. Welfare

I

departments keep detailed records on openings and closings. Quint and Brown study .

~
#

the reasons for these in 1972 in New York City. Their conclusion is that " adminigkra-

tive actions rather than events related to client need prompt a good deal of case

turnover. . ." . : .7 ' .

Again, the quantity of turnover in their study is very high., Among all cases

4 4

receiving AFDC in 1972 in New York, 28 percent experienced a case opening and/or a
case closing within that year;ifor AFDC-UF, the figure was 48 percent., Quint and Brown
: N .

note that the large amount of ,openings and closings in that year is in part a function
,“,*-—n -

e

of the policy pf zer9~caseload’é$bﬁgh instit&ted by Mayor Lindsay. To implement this
policy: steps were takén to r;duce opénings and iﬁcrease clésings. ’Openings were
reducdd, for example, as investigations of income at the time of.a?plication were
made more extensive. Closings were incfeased, for example, with the tougher en-

-

forcement of the wprk test. .

‘ The data on reasons qu case openings and closings in Table I-4, suggest a

number of inferences. One is that although employment accounts for most case openings

IToxt Provided by ERI
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. T TABLE I-4 S S
[ > . N
Percentage Distribution of Case Openiggs By
. Reason for New York City in 19727
33

Reasons for Case Openings ‘
"A. All Cases ¢+ . B. . Administrative Churning )
) ) ' Cases -Excluded
NEED RELATED - o ,
Unemployment . 13.3 . " 67.0 15.0 73.1
Income Loss 3.3 -8.4 3.7 9.1
Medical 17.5 2.9 19.8 3.1
Household Change 45.1 7.1 51,1,/ 7.8
Other Need Related 8.0 5.5 9.1 . 6.1
Total , . (87.2) (51.0) (98.7) (9923)
NON-NEED RELATED '
Ciosed‘in Error 7.6 ' 6.6 —-— -
Unexplained Illegal’ 0,0 0.1 - . -
Total ' ‘ (12 8) (9.0) a.» = - (0.7)
TOTAL 100.0 - ' 100.0 100.0 100.0
Reasons for Case Closings
' A, Al Cases B, Administrative Churning
: Cases Excluded .
. AFDC AFDC-UF’ ~  AFDC _AFDC-UF
.« 4 , .
NEED REEATED e . '
Employment 10,8 29.9 12.2 31.9
Income.Increase 3.1, 3.6 3,5 3.9
. Death - .0.2 0.1 0.2 0.1
. Household Change 7.8 - 0.7 8.8 0.7
Unspecified Need . 20.5, 17.4 23.3 - 18.5
Total (42.3) (51.7)- (47.9) (55.1)
.,}‘__' -‘ ~
NQN—NEED RELATED , L . o .
Lost Contact R A 18.5 . .33.0 18.4 ‘
Administrative. B 25.5 28.7 ' 18.5 25.7
Unexplained Illegal - 0.8 1.1 ) 0.6 0.8 .
Total (5707) -~ (4813) (5201) (4409) ’
"TOTAL , _ 100. 0 1000 .~ 100, 0 T 100.0 -
Squice: Janet Quint and Dan Brown, Welfare Case ‘Turnover in 1972 City of’

New York, Human Resources Administration; December 1,” 1973,
Tabies II~4 II_G’ Iv"l IV‘S. ¢t » v
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in APDC-UF, it explains but a small fraction of AFDC openings. Changes in household
prd

~ composition, no doubt the departure”of the male head, 3?~the modal opening reason in '.i

AFDC. A second inferenceé is that reasons not related to need, while relatively

Ao

unimportant in relation to openings, account for a majority of case openings in

both caseloads. Non-~need factors, including "administrative" ones,dominate case

closings. It is possible, of course, that closings attributable to '"lost contact™

in part may be, related to changes in need.

"Administrative reasons" for case turnover include changes in, welfare regulations
on, among other matters, income documentation and'work registration. Some of these
administratiyé actions have a very trensitory effect. Indeed, many closings not
related to need reopen within two or three months of being closed. Quint and Brown
have labeled certain of these pairs of closings.and reopenings "administrative churning.”

s

Reopéningsfnithin 30 days of closing whose reason for reopening was “administratives;"

s

s

and reopenings which result from cases being "closed in error," together form a con-

.servative definition of administtative churning. Theg’accounteérfor 12 percent of all

’

-

openings and nine percent of all closings in New York in 1972. Managment reforms, then,

induced by political pressure, gubstantially reduced the length of spells on welfare.

Although, looking at the right side of Table I-4, the exclusion of administrative
churning cases raises the proportion of AFDC and AFDC-UF openings and closings that
are ‘related to need, non—need factors still weigh heavily in closings.. it should b§

noted that the'earlier estimates of welfare spells and turnover provided by the Rydell

14

studf were arrived at after cases experiencing administrative churning were excluded“
. ‘ ‘ , .

from theit data.base. As Table I-4 shows, however, along with employment and famidy
.- ‘ R
changés, non~need related factors remain 4s a strong influence in' determining tutnover.

-

E: Welfare Turnover and Program Structure: Some General Observations

.

That the characteristics of welfare programs affect participation in them
 1is obyious -~ and certainly not a startling discovery. Virtuall§ any economist using

cross-sectional data in the context of the standard work~leisure modeluufll recognize

ie

g[l{cu. - 83 . . » :
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" that participation will vary among welfare jufisdictions with guarantees and tax rates.

In contrast to social workers, it took economists some time, however, to recognize-
the importance of the non-economic characteristics of welfare programs in determining

ﬁérticipaticn. xAlbin and Stein wrote in 1968 of how welfare authorities can constrain.
1

~ the choices of potential users of wglfare by imposing a work requirement and.can.lower

‘the value of assistance by making its receipt distasteful. Thus, they recognized the

administrative factor in setting the number of recipients at a moment in time.zg
- ;

More recently, Daniel Saks has written an excellent dissertation in which he character-~
izes welfare departments as discriminating monopsonisfs, setting guarantees at levels
wheré they will be unable to findhce all eligible appiicants; and; consequently, having
to rgsort to their own arbitrary criteria in selecting sucaessful applicants.30 Non-
economists, led perhaps by Prances Fox Piven and Richard A. Cloward, have long Beep

outspoken about how caseloads are deliberately manipulated and controlied by admin-

bl . LK

igtrators acting under political pressure.
: Another part of Saks' work was c?féd'above ag an application of the point that

the economic paramefers of welfare programs affect participatidn over time. The study

by Rydell and his colleagues was cited for incorporating the idea that the "adminis-
trative factors" in welfare programs have an important inﬁlugnce'on turnover. We have
tried to ;tress thege examples and use them to offer a pergpéhtive on welfare turnéver
that has béen absent from the‘literature. If tdrnpvef is so much a function of

. brogram characteristicgs, economic and administrative, then any particular findings

on turnover should be interpreted as having applicability limited to the specific

-

v
L]

. program gfudied.
In 1972, the New York Department of Sbcial Services undohbtediy altered welfare

patterns when it implemented its policy of zero-caseload-growth. The techniques used

were many._'32 To reduce openings, extensive documentation of income was demanded;

reversing a .previous departmental assumption -- when an.old regulation was "discovered" --

that applicantslwere needy until proven otherwise, reciéients were kept off AFDC until
’ o . ) . /

IToxt Provided by ERI
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this extensive documentation was completed; and, interestingly, older women deliber-

ately were substituted for young men and women as caseworkers in determining the

<

eligibility of applicants. Within“one year, the acceptance rate in AFDC dropped by

one—fourth 33 To increase closings face-to-face recertification of caseé‘was in-

»x .
stituted; absent fathers were searched for by the state tax agencys; fraud cases were
/

publicized heavily. Case closings, both voluntary on f%e part of clients and initiated

by the welfare department, rose markedly as a result of those adjustments in admin-

¢

istration.34 Not oniy the lastiung, but even the temporary overall effects of these

policies are uncertain, however, as some have argued that AFDC g@ses often were shifted
to the "Home Relief" and Supplemental Security Income programs after being denied AFDC.
Undoubtedly, though, AFDC and AFDC-UF welfare patterns were influenéed. 1In view

of what has been said, weiquestion the significance of«the finding of high turnover
that appears in sone of the literature. Moreover, what would hap§En‘to welfare turn-

over were we, to use Saks' terms, to rationalize welfare programs and use the guarantee
and tax rate, instead of administrative discretion, as the control variables in

, . 4 .
determining eligibility? .

. L]

Evidence on turnover in the low income rather than the welfare population is

prasented by, the data, drawn from the Panel Study on Income Dynamics, in Tables I-5

and I-6. An examination of it will provide an understanding of why low income
\

families mgve in and out of welfare dependency over long stretches of time. Tables I-5

and I—6 show the changes over a five year period in the annual non-welfare incomes of

families which were in the bottom fifth\of the income distribution in any year between K
1967 and 1971 and whose annual incomes were observed for each of those five years,
even if there was an addition or subtraction from the 1967 family unit.35 Table I—§
shows that among families in the bottom fifth in 1967, 88 percent had annual incomks

. . .

that were less than 150 percent of their respective poverty lines. The data in

Table I-6 indicate the proportion of the 1968~71 period that families in particular

85 -
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TABLE I-5

&

Percentage Distribution of Families With 1971 Ratios of Non-Welfare
Income to 1971 Poverty Line By 1967 Ratio 2,

“
/a

' Ratio of
. 1967 Family
qu-Welfare - a
Income To N : Ratio of 1971 Family Non-Welfare Income . Number
1967 Family . ~ to 1971 Family Poverty Line in Row
- Poverty’ . .
Line 0-.25" .26-.50 .51-75 .76-1.00 1.01-1.25 1.26-1.50 1,50+
0-125 50.0 17.4  12.8 5.0 5.3 3.2 6.4 282
.26-.50 6.6  22.1  19.8  19.0 8.3 4.0  10.3 253 °
.51-.75 . 10.1 9.7 14.8 24.1 12.5 . 10.5 18.3 257
.76-1.00 3.8 6.3 12.2 14.6 16.4 11.8 - 34.8 287
1.01-1.25 4.5 3.6 . 9.9 18.4 20,2 14.8 28.7 223
1.26-1,50 4.2 2.5 12.5 18.3 21.7 16.7 19.1° 120
1.51+ 5.7 6.7 11.9 17.6 17.6 " 9.8 31.6 193
Number in 246 172 219 263 220 152 343 1615
Column . ‘

e a. Source: Panel Study on Income Dynamics data tape. For this tabulation,‘
we selected families whose family income was obtained for

each of the five:study years; whose income, in any of the five ;
years, was in the botton fifth of the income distribution; "

and whose head was not over 60 in the first year of the study.
A description of the data source appears in Chapter III.
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’ TABLE I~-6 *

: Proportion of Time §bent in" Income/Poverty Line Strata b'
P _ " in Period 1968-1971, Given 1967 Income/Poverty Line Strata™’

. ! -
a, P

’

Ratio of ,

- 1967 Family
Non~-Welfare o . .

Incomeé to Ratio of 1971 Family Non-Welfare Income - Number

1967 Family to 1971 Family Poverty Line .
. in Row

Poverty . . X ) ’ .

Line 0-.25 .26-.50 .51-.75 -.76~1.00 1.01-1.25 1.26~1.50 1.514-

. 0-.25 56.8  17.4 9.8 4.7 4.0 2.5 4.8 282 .
026-050 1606 2809' 2106 > 1208 608 ' 404 . 8'.6 254’
.51-,75 7.3 13.3 22,1 ° 21.7 14,7 - 8.5 12.3 257
+76~1.00 3.1 5.7 12.5 21.6  16.8 L; . 13.1 29.1 287
1:01-1,25 3.2 3.7 9.6 20.6 25.8 13.6 23 2’ 224
1.26-1.50 2.9 3.7 - 8.7 17.5 7 26.2° 18,1 22, 120
1.51+ 2.9 2.8 9.4 12.6.  16.5 14,2 41,1 194

“TOTAL ( : . . 1618
a. Source: Panel Study on Income Dynamics datla tape. For this ,
tabulation, we selected families whose family income
5 was obtained for each‘of the five study.years; whose
income, in any of the five years, was in.the bottom
fifth of the income distributiony and whose head
was not over 60 in the first year of the study. =«
be ‘ . ‘ This table was suggested to.us by Table Z'in the péper
- by Levy, et al. , o B )
&\
* ~
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income/poverty line strata iﬁ 1967 spent in the same or neighboring strata. For

example, families whose 1967 welfare incomes ‘were less one—fourth of their 1967
poverty lines spent 56.8 percent of th next four years in the same position; and
spent all but 4.8 percent of the next:four years below 150 pereent of their poverty

lines. From Table I-6, we can infer that in83.9 percent of the "family years"

»

following 1967,'36 the families below 150 percént of their poverty lines in 1967

remained in that' position.

We may consider the implications of these data.in the context both.of a
.universal negative income tax programsand the current welfare system.. Assume that

one existed in 1967 which had guarantees equal to poverty lines and whose benefit-

C
loss or tax rate was 67 percent. Assume also that guarantees wEre changed each year

for lncreeees in the cost of living. Such a program would have disbursed benefits
to all families in any year whose annual incomes were below 150 percent of their
poverty lines. The data in Tables I-5 and I-6 show that, among families receiving

paymerte in 1967,'there would be continuing-eligibility for payments in 83.9 percent
of the subsequent "family years."37 These figures suggest that.were we to look at

¢

:.‘4‘/" . .
pgymeﬁ%ﬂjger year based on annual income,38 within the context of a semewhat generous

s 4

universal negative income tax program,39 welfare turnover would be reduced dramatically

-~ because the movement oqth§f poverty is limited in scope.
il / i

v -

’

F. Conclugion
. . L

; Having analyzed the’ literatq;e on the nature and detetminants of welfare experience

in the AFDC and AFDC—UF programs, we may_conclude the following

1. Turnover in the welfare population is high. Most families going on welfare

~

leave the program wirhin a few years., While there is substantial moyvement from welfare

to qen-welfare status, the latter often being attained as a consequence of re~employment,
-

there‘also is substantial welfare recidivism. A study covering a 5-1/2 year period 1p‘

New York City showed that within that time span roughly one-half of closed AfDC cases

and three-fifths of closed AFDC-UF cases re-opened. Thus, while there is much short~term

“ s 4 -

[c —_ . e
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success in removing families from dependency, long~term success is much }ess likely.

. / R
2, Short-term success largely has"been measured by the number of months

families spend on welfare. Besides examiniqg the length of welfare spells, one

could examine changes in welfare payments over fime, reductions in the latter being

>

another indicator of success. (This is done for the first time in this report.)
Estimates of the average duration of welfare spells in previous studies vary according to

whethey cross~sectional or longitudinal data are used and among difﬁgrer;t welfare sub-
r

populations. Cross-sectional data necessarily %tontain more long-term welfare casés

than do longitudinal data following particular cohorts of welfare families because _

of the accumulation over time of the long-term cases. Spells/yn welfare usually are
somewhat shorter in AFDC-UF than in AFDC. Estimates of average spells on AFDC from

longitudinal data fall under 2 years; from cross-sectional data, estimates of average

spells on AFDC are over three years. As noted, estimated average duration on the AFDC-UF .

W ~

program %‘{#%Qrter. Substantial variation in average spells from a limited number*of

studies ma&'reflect the fact that the studies are done in different states or perhaps

should lessen confideﬁcefin any particular estimate.

3. As might be expected, variations in length of spells on welfare are associated
with diffenences'in family ‘structure and labor market experience. Male-~headed families
an& families witﬁ a8 head wﬁo has a good chance of becoming employed are mgre 11ke1§

" ; 5:-»35 e
than femalé-headed families and families with heads of limited employability to ﬁeavg i

‘,\.‘&

welfare, Also of critical importance in deter%;ning welfare experience over time,

however, is program structure, Families of given structure and with given ;épor market

pyospects are more likely to remain on welfare the more generous is the welfare program
) * .

they'fgce. Generosity may take the form of high guarantees, low tax rates, or lenient

-
-

administration.
e %

v . : .
While re-employment, the return of an absent male head, or toughened administration

may result in short~term success, i.e., the femoval of families from welfare dépendency,

-39 | I
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such success‘often Qi%l be temporary. Over the long-term, changes in annyal family

7 ’ N . LS
families therefore, remain at risk for long periods, Unemployment of their heads .
' ‘ - SRR
or other small changes in their circumstances frequently will result in their return,. ’
. . . ‘- « ¢ °.
M > —_ M ) ot Y . ! o
to welfare, The importance of program structure in determining welfare experience R 5N
, S . . . : . . s, By \‘t. >
’ I ., - . e .-
and the long-term nature of most poverty ‘should place in perspective the frequently ) .
“, N , ‘_.. ':\ v i - . g
y y ’ - L& .
emphasized phenomenon of high welfare turnover, R * . -
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incomes ére'racher small for most unité in the low income population; Most low income
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‘.1, Michael J. Boskin and Frederick C. Nold, " A Markov Model of Turnover in Aid
- to Families with Dependent Childxen," Institute for Mathematical Studies in

the Social Sciences, Stanford University, Stanford California, Technical Report
" No. 125, March 1974, p. 1.

2. C. Petef Rydell, Thelma Palmiero, Gerard Blais, and Dan Brown, Dynamics in. New Zork )
. City, R-1441-NYC, The New York City Rand Institute, October 1974, p. 1. . ~ .

3. Ketron, Inc., "Estimates of Annual Natural Turnover Rates From 1969 and 1971 AFDC .
National Survey, Wayne, Pennsylvania,. August 23, 1973, p. 3. ‘

4, For a more detailed explanation of income accounting gystems in welfare programs .
see: Jodie T. Allen, "Designing Income Malntenance Systems: The Income Accounting
Problem," in U.S. Congress, Joint Economic Committee, Subcommittee on Fiscal .
Policy, Studies in Public Welfare, Paper No. 5 (Part 3), Maszch 12, 1973, pp.. 7-49

5. A graduate student of ours, Barny Sun, is simulating welfare patterns that result
from variations in welfare program characteristics in his ddctoral dissertation,
currently in progress under this research grant. - o \f‘j
- . - 3 RN "
6. One study of welfare turnover, coyering ‘part ‘of the period observea in the Rydell i
study, is discuased in the next section of this chapter. It focuses mainly on . ° h
~ the, administrativéfnﬁprovided reasohs for case openings and closings: The Rydell
study actually characterizes turnover in New York City over the long run. _(Janet .
Quint ' and Dap Brown, Welfare,Case Turnover in 1972, City of‘New York, Human Resourcaa
Administration, Office o6f Policy Research, Document No. 8857632—12 December. 1, 1973)
Another study of welfare turnover, using longitudinal data on the Alameda County, L
alifornia AFDC.and AFDC-UF caseloads, currently is being conducted by Frank Levy, -
. Clair Vickery, and Michael Wiseman, Univeraity of Calffotnia-Berkeley, Department

© i oof Economics. . , . . S,
‘ < « . .

7. Boskin and Nold do not provide the. mean,and the median. We inferred that the mean
spell, on welfare wds roughly 26 months from thé fact that the averagg.monthly . :,
probability of leaving welfare was 3.9 ‘percent. 'The expected duration of a ‘spell

) o welfare is- roughly equivalent to the reciprocal of this probability. We say
roughly because, in general, the inverse of a mean 4870t equal to th€ mean of ¢’
the inverse of the numbers being averaged. Boskin provides the median amount of
.time.spent on welfare dufing the p0 month study period° it was 14 months. Since
sbome families went on and off welfare more than ongce, the median lengfh of'a single

//speIl had to ‘be léss than 14 months. (Boskin and Nold,.p. ll) o )

.
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’3. This number was obtained from correspondence with the authors. ) i ’
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Saks testéd his data to see whether .case closing rates changed with the amount~o£
time glready spent 0n welfare. . His test did not allow him to reject the hypotheeis
that there was no change with .time. (Saks, PP. 134-145 ) . ) :

A

Rydell et al, PP~ 36 and 43.

. . I

Available data on the reaons for case’ closings do not distinguish the AFDC—UF
from-the AFDC caseloads. Thus, the estimate of 5 percent is a best guess made
from a variety of available sources. (See; Department of Health, Educatiod, and
Welfare, Natinal Center for Social Statistics, "Applications and Case Dispositions
for Public Assistance, Jaﬁuary—March 1973, NCSS Report A~12, “Table 15) .

We say' roughly because ;he authots do not provide information on the proportion~of
. persons in each of their categories for which they report expected.durations on AFDC.,
These proportions would allow the calculation of weighted averqge durations. Our

. Tt
AN

Ketron; Inc., pp. 10 ££. - T - e

Frsnk Levy, Clair Vickery, Miéhael’ Wisemsn, "Income Dynamics of)the Poor,""
University of’California-Berkeley, December 13, 1973, p. 34.c

Saks, p. 122 ‘ ‘ ) : - : ’
Ibid., 92128f B ‘ el . ‘

Katherihe Dickinson, "Transfer Income," in James N, Morgan, et al, Five Thousand

AmexiQan_EamiLies___2a:terns_gf_Emnnsmisczznxneaﬂ. Vol. 1, chapter 5, pp. 263-69. ,
' Rydell, et al, pps 52-57. . " ' - o ) B
Ibid., pp. 92:94, . - - - L
Ibid., - 98. . S ’ I
Ibid., pp. 170-1. . - SIPA o
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-

. Peter S Albin and Bruno Stein,,"The Contrained Demand for Public Assistance,
Journal of Humsn Resburces, Vol 3, No. 3, oummer‘ﬂ968, pp. 300-11, chapter 3.
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These were discussed in a personal interview betveen Kar_t:}:n Burdick o,f the New Yorit
¢+ City Department of. Social Services, and Leona.rd J. Hau‘sman in Apr‘il 1974,

~" o] R r LR 1 DRI T .~
N R . .. e TTRLL L e
/ > . - A L.

Quint and Brown, p. 18. L S '{. LT B N .',- - ;

P

s b‘ ;: - ._; .. -~

Mr. Berlinger, ‘former Welfare Inspector General j:'ar ;;I;e Stat:e 6f New York, comments
that as a result of the recent imprisonment of a welfare reei iént for f-raud in )
Albany, New York, thé Albany welfare department’ w:;s flooded wirh client requests,

.to close their cases. (Persbnal interview with, Legnard J, Hausman, April 1974)

Table 5 is patterned after Table Al. 6'in the previousiy ‘r:ited Mo::gan studya

Table I-6 is patterned after Table 2 in;the paper by Levy, let al . R ;
The 83.9 percent figure is a weighted average oﬁ the f,irst six numbers in the T ;:,:\
- column headed "1.504" in Table 1-6'. o, ERNE 5 S

.s Lee .j v, ‘.:’- _.,\

Among those receiving some payment “in 1967 89 r :perbent in 1968 84 4 percent )

in 1969, and 84.0 percent in 1970 would have béen eligible for a new NIT benefit.
- 0f course, some persons not eligible in 196] also tmuld haVe rec,eived some benefits_
in the years 1968-1971. 3 "‘2 o PR e s .o

4 .
o,

Note that we are talking about payments E__x zear based on income Egrxear. o -
Existing studies of turnover, really '.].ook,,-at gayments ger mbnth Based on income v
per month.and net assets’ from prior incob;e. e, S e ,g
Such a program is not entirely out of the ream of possibil;[ty. Perhaps five .

states have AFDC programs that have- comparable guarantees and tax ‘rates. A
welfare reform proposal, submitted by DEEW to the White House in' the 'fall of’ 1974, .
had a 50 percent tax rate and only a slightly 1es‘s generous guarantee. -
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’ ' Enploynent And E4rnings Among Beads of Welfare FamiIies.

¢ ¢

. A Review'oﬁ the I.:f.i:.ei:atuz:cs-""f"""'v . . T .

characterizing employment patterna among female heada of AFDC families had been
to declare their unémplcyability Readers may recall President Johnson 8 chief :_‘ e }'
donestic adviser announcing that 1 percent of all AFDC recipients were eMployable. ' E
Unfortunately, he included all AFDC children in his base. The previous chapter

. attenpted to challenge the first fashion. Recent analyeed’have compelled a change
5 %, . ! v . v
in the latter. In the past six or seven years, both researchers and administrators ';_,,"

*

» +

have begun to 3peak of how work aﬁd welfare go together. { . ) ’.e-i .

The change was, induced by the study of longitudinal data.’ Cross:aectionai data .

I
on the 1abor market activities of low-incone women reveals limited work effort.

This is not, the case when their behavior is monitored over time. Over time, .

large fractiona of the heads of 1ow-income families move in and out of jobs. thle

v L} .

2

researchers and administrators have 1earned~that "work and ‘welfare- g0 together, . -
the implications of the findings from the longitudinal data on the serial mixing of

the. two have not been generally recognized In particular, if low—income persons ’ ’ oo

generally make regular transitions between employment and non—employment, then'

..
"

‘ programs that promote the movement from welfare to work generally will affect the

R

ing of transitions that otherwise,would have taken place. Short-term success
-7 { '.
for-this type of program involves a reduction in the length of time recipients

;ﬂjaf spend out of work -Ifrlow-income persons have a highjprobability of re-entering

J\—-

unemployment,,short and long-term success must be distinguished the latter implying

. a sharp reduction iu the probabflity of becoming unemployed once a person is Working.




This chapter starts with a review of the literature on the worh effort, at a
¢

ppint in.time and over time, of female heads of families receiving welfare.

'.Attention then is turned to work effort among male heads of poor familiea, only

a fourth of which receive welfare at a moment in time, The second part. of. this.

. chapter reviews the 1iterature on how welfare programa have.affected the. labor.

kf‘

;market behavior of the heads of low income families. Our revieweis.necessarily

brief,,for'gt is a review of the reviews, Therliteraqure on studies using.non-

—— ;

experimentsl data, has been surveyed several times, and very well, by others.
Y

He turn then to review of the literature arising from the Wisconsin data on the

negatfve income tax experiment, attempting therein to set the stage for our

. analysis of its data.

"A‘“Descriptive Data on Labor. Market Behavior

1. ‘Female Heads of,Families )

.

-
"

The AFDC program was starteq to allow female heads of households to be full-

time mothers. Like marrie& women in low and moderate income families, however,

-~
¢

AFDC mothers apparently are compelled by their financiai condition to enter the

e
M 2

1abor~market. y ‘ , : [’

« .

The labor force participation of female heads 6f AFDC families is extensive

1 14 13

but intermittent.2 Table II~-1 shows that at .a poiht im time only a 'small fraction,

P

roughly 15 percent, of AFDC mothers work. Moreover, their employment rate over time ’

s

is quite stable, rising from 15.6 percgnt in 1961 ‘to anly 16.1 percent in 1973.

v .. Coincident with the decrease in the AFDC tax, rate on earnings in 1968—69, there
~ {
has been.s noticeable ghift in the mix of employment towards full-timé work, and

]

R . .

/' - . « L]
N .

a recent.rise in their 1abor force participation rate. . el

Hhat the low employment rates fail. to revéal is the turnover in employment amOng

AFDC mothers. Beginning with Table II-Z, we.note that over.half of the employed .

/

mothers haVe held their current jobs for but a year or "less.- In the general labor T
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- CL .+ . TABLE IIS1

Employment Status of AFDC Parents
) . . .
. .

‘1961 1967 . 1969 1971 1973

s

Eaployed Mothers, Total®® 15,6 4.9 145 " 15.0  16.1
. Pull-time - 5.5 7.2 8.2 9.0 9.8
" Part-tisie 10.1 7.7 6.3 "k.o 6.3 )
Unemployed © -=d 69 58 57 115
Not in Labor Force -0 782 797 79.3 724
* TOTAL _ . 100,0 1000 100.0 ' 100.0 100.0
ﬁnpleyed Pathera, Total® - L — -~ ---4 11.7.
Full-time ] | ) - : 5;3
fart-time 4’ “ — ' - C 6,4 ., .
Unemployed . ' , ) ‘ 27.8 |
Not in iabor Force : ' - . 60.5
TOTAL | , , S 1000 /

a. Sources: U.S. Department of Health, Education, am&*Welfare, National Center
for Socidl Statistics, Study of Recipients of Aid to Families With Dependent
Childrén, November-December 1961: National Cross Tabulations, August 1965,
Table 18; » Findings of ‘the 1967 AFDC Study, July 1970, Part I, Table -38:
» Findings of the 1969 AFDC Study, Part I, December 1970, Table 19; . H
. Findings of the 1971 AFDC Study, December 1971, Part I, Table 21; ,
e Findings of the 1973 AFDC Study, Part I, June 1974, Table 33 and 44,

b  These distributions are for AFDC mothers who are living with their families. In.
1973, 6.6 percent of AFDC mothers did not reside with their families. Al8So note
that in ‘8.3 percent of AFDC cases, an incapacitated father, not mother, was the

family head.

-

¢. , At any one point in time in 1973, a‘éné-roughly 3 million AFDC families just
Y under .4 million had natural or addptiVe fathers:.at home, Of these men, 75
+ 2+ percent received AFDC, while the rest were receiving other types of public'
assistance.

-

n &iiulThese data were not published by the National Center for Social Statistics.

‘
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4
TABLE II-2 - .
) Employmént and Unemployment Experience of AFDC Parents®
» -
) “m—=mm==Mothers—- Fatherg-——-=%-==""
hY . \\ : ‘
Number Percent Percent Number Percent Percent
. X y , ’
- Total, AFDC Parents in Home 2,793,547 100.0 379,048 100 0
(with known employment status) L
Currently Employed - 449,746  16.1 44,241  11.7 7
Currently Employed 381,879, - 10040 31,103 100:0
(with known job length:) o :
'1-12 months. g 220,334 57.7 19,558 62.9
13-24 months 63,793 16.7°| 5,119 46.5
25+ months 97,752 " 25.6 6,435 20.6
- / . .
' " Never employed ' 615,840 22.0 . I 3,819 1.0
Unknown Whether Ever Employed _ 503,891  18.0 . 16,987 . 4.5 .
Previously Employed- 1,224,070  43.8 314,001 82.8
Currently Not ' }
Previously Employed 1,038,247 100.0 | 270,662 100.0
Currently Not '
(with known months since
last jobs) )
>
‘1-12. months ' 291,921 ' 28.1. | 95,904 35.4
13~24, months 1734279 16.7 | 52,859 19.5
25+ months 573,047 55.2 | 121,897 45.0
* - ' ) *
a. Source: U.S. Depaftment of Health, Education,‘and Wélfare,.Natidnal Center
for Social Statistics, Findings of the 1973 AFDC Study, Part I, June 1974,
Tables 34, 35, 45, and 46. Since the numbers of unknowns in the tables that
we used were inconsistent, arbitrary judgments had to be made to arrive at .
the estimates presented here. : i
' P




*
force, the averaée duration of a job is well. over. two years.3 Amofig the non-
- k I /‘ )

employed mothers, the same table showsthat over one-fourth have been separated L

from their jobs for less than one year, with another one-fifth haviné had a job .

X within the past one or two years.

A better indication of the extensiwg”but intermittent involvement of AFDC

mothers in the jo ugh in Tables II-3 and II-4. The former -

table is from a study conducted. by D)

income families had their welfare and

in ten states, in which over 11,006 low

ployment experience traced ,over a period .

of 37 wonths. Half of the sample'was omposed of active AFDC cases, one-fourth

of closed AFDC cases, and one~fourth of families whose application for AFDC'wereV
. ‘ ’ -
rejected; female~headed families comprised 85 percent of the sample., Over the

three year period, three-fifths of the family heads worked ‘at one time or another' D

. “ e

and 35 percent worked for one—third or more of the period. Robert Williams eliminated

from this sample of 11,000 families those cases which wvere either closed rejected

~

or active where the male head was present, thereby reducing the sample to 5,363 ‘" ; ',’.;

s . e . Loe

active female-headed AFDC cases. Williams found that mothers in~over half of the : {.“{‘

v \,‘,' a

latter cases worked at some point during the three years‘and,pagain, thatnabout
. -~ ’ ) ‘:' -"‘( f‘ "..
a third worked ‘for a year or more during the; 37 months.4 ' ¢ o

\.

The Census data in Table II—4 are consistent with thecfindiﬁgs of the previous .

‘study. There we see that roughly two-fi€ths of all women who Heaqia ow—income
—Leade

families worked during the one year period; almost all female low income . *f}
units also were AFDC families.5 Only ! small fractidn, 6 9 percent of a11 _;5" ‘*7,,4

w A

female heads of poor families worked full-time all year.l A third data source yieldsﬁ.

more corroborating evidence. A special study of six scatteredlcities ebﬁimated, ..
very conservatively, that half of all AFDC families had earnings at some~time .‘Kl T
during the year,6 Since AFPC families with incomes above poverty lines are very o ;:l

./ L

likely to contain working mothers, a fair generalization is that roughly half

”

‘of female~-headed AFDC families have some earnings from a head alhhough these largely

EKC*crue for only part of the year. - 48 ) “a b o v ’

wll Toxt Provided by ERIC




/, o >

. _ Eﬁm HHH...w ) ’ a , .
. \ Number of Months of MEvpomesn. By Number of Months on Welfare.
~ . (In Percentages) - .
- Co- i - Months Employed :
Yonths on Welfare zﬁgm‘ - 1-4 u.._m 9-12 13-16 17-20 2124 Mmlwo 31-36 37 No Answer
None 27 .4 .27.8 25.5 32.0 | 29.3 31,2 26.7 wm}w . 36.6 67.1 poo.,o
z/ﬁ.ﬁ . 21.3 25.6 19.6  23.6  20.4 '22.3 27,1 42,60 42,0 132 . -~
13«24 *14.3 15.8 14.3 19.3 35.4 29.9 31.9 9.2 7.3 5.9 -
Y . , N . . l
25-36 16.4 24.6 36.7 19.0 8.2 10.0" 6.2 7.8 4.9 3.7 -
e ' i . . kY « - ¢
37 months 20.4 - ° 6.1 :3:8 5.9 . 6.7 /6.6 8.0 6.8 ° 9.1 9.1 -
| No. inf. . 0.2 0.1 0.2 0.2 -~ .-]-" 4 o3 - 0.1 -
o i . - R ! N . . * ~
™. !
1 < > g S : - ﬁ
TOTAL 100.0 100.0 100.1 100.0 100.0 .100.0 - 99,9 100.0 ° 99.9 poc 1- .p,oo..o
) (1794) (1223)(1118) (622) (624) Qrmmv (501) (739) (790) Guwpv {2 .
- / s . . N .
B , . R N :
a. Source: U.S. Depértiient of Health,| Education, and Welfar®, ¥, pm@n&!wopwn% and Its Consequendes :
. for the Recipient-Population: - A Study of tlie AFDC Prograw, LY ‘Samuel M. Meyers and umsa.m Zannvﬁ.m.
1969, Table 5.3. : T : ] . - -t -
. J . . “ " M 3 .
" g . . . ’ .
‘ . N ». ¢ . : ) - A~ . ﬁ
, . * .. , L . N . “

C
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CoE e - 40 ~ : :
R ' e TABLE  I1~4 \ 4 - /
Work Experience of Heads of Low Income Families in 1972
s “*7 " oTAL FAMILIES MALE.HEADS © . FEMALE-HEADS
) - G Percent Percent . * Percent
, ‘Nnmﬁef of total Number of. tot;} Number of total
Total - S _ . 5,095 100.0 . 2,917. 100.0 -° 2,158 100.0
Head did not work laet*year ' _2;353‘ 45,9 -994. » 34.1 1,336 ‘61.9 o
Head worked lasf year - 2,716 °  53.5 . 1,894  64.9 ‘822 38.1
Head iny Armed Forcee'. S w29 e 29 1 . -
“Worked full year, total - 1,188 ° 23.4 - .982  33.7 206 9.5
(50 to 52 weeks) v . S ’
L4 [
Full-time - ‘1,006 ., 19.8 857 . 29.4 149 6.9
Part-time : ~U -, 182 3.6 " 125 o 4.3 57 2.6
Worked part year, total 1,520 30.1 913 31.3 615 28.5 .
" . (less than 50 weeks) . . ) .
. Full-tine S R ‘
40 to 49 weeks ' ., 194, _ 3.8 162 - 5.6 33 1.5
. 27 to 39 weeks . 254 ‘5.0 182 6.2 72 3.3 . .
’ 14 to 26 weeks” . 309 . 6.1 187 6.4 122 . 5.7
13 weeks or less - © . 290. 5.2 - 152 . 5.2 138 6.4
‘Part-time ' - . ) Yoo .
40 to 49 weeks | v -+ 55 1.1 .37, . 1.3 18 .8
27.to 39 weeks | . . 72 . 1.4 41 1.4 31 1.4
14 to 26 weeks| . . 140 2.8 - 66 . 2.3 T4 3.4
S 13 weeks or" 1éss C215 42z gl .3 i2g 5.9
. L , ' ; ‘ ,
"y Earnings as a percent of total -~ .7
“*money income ambng, familiea R
with'Workers , - ’ T
i otal Families LG 3205 10050 2,112 1000 1,092 100.0
- i, . T ST e ’ )
1\;}24 Coei T 666 . 2048 . 3200 - 15.2 7 346 31.7
725727490 0 T U343 . 10.7-) 7 163, 7.7 | | 180  16.5
- cey74 . 342 10,7 L. . 18L .. 8.6 . 161  14.7 |
= 7“.'1"."‘-“75-‘:#;29f-{sf;.f;.’t."'f~‘f-.~"' . sea3e’ 136 0 330 1560 ¢+ 107 9.8
1007, T e T 141877 44,2 -4 15119 0 53,0 1299 27,4
x oo, . ".'-" . "', ,,"', ' . '- .. . .
. },_'52,456':-3 RS $2,527 - '.'$1,3_50
" an *ﬁéaaéea. U’S. Department of Commerce, Bureau.of.the»Canaus, Currqnc Populatiqn o -

) Reporte, Con umer Incdme. Cher&cteristfaa of the Low Incame Population, 1972




_*of work in but 4 percent of those'cases, Household.responsibilities,are the major

" AFDC units., As- of 1968, two—thirds of such women never had earned over $1.50 per hour.

‘who are clerical workers are lower level clericals, not secretaries or stenographers.

w
D

. . R

N . . N
- 41 - ’ . ~ '

& . . |

- . |

h as?

Not' surprisingly, in only 20 percent of the part-year cases is the inability .

lto find work cited-as the major reason for the part~year employment. Similarly,

4

complete absence from the labor force is attributable chiefly to the unavailabili;y‘

L3 s .

barrier‘to full—year employment among low income"women.7
To further buttress the point that employment provides only partial_support' N
for poor femalefheaded families,.the data in the bottom half ;i Table II-4 are L
helpfuI: nearly half of such families with earners receive less than 50 percent
of their annual income from employment. Mean annual earnings among this entife
component'of the working poor is $1,350, . .
Such earnings reflect not only part-year.enployment, but also low wage rates,
We must look, then, beyond labor force participation, enployment rates, and annual’
houfs of work to wage'rates. These, of course, are largely related to the industrial;
and occupational position of the women: The data in Table II-5 reveal the.con- ’
centration of AFDC mothers in two low wage occupational categories, clerical and ' .

)

service workers; with the census data indicating that nearly two-thirds of those

*

’Xl

William 8 dissertation, using the data from the DHEW study of AFDC in ten, ststes,

supplies the cmly available information on wage rates earned by female heaonf

1 . s

Similarly, thLthirds of those employed at the time of the survey were earning less
than $l.50 per hour.8 AFDC mothers,lthen, are largely intermittent labor force _

participants who are low wage clerical or service workers. Clearly, they typically

are incapable of financial self—support at acceptable income levels, but are not

unamployable. _—




. R T - R P S S
,". ' 5 ' e * TABLE- II-5 " . ' - T
: - PR . Occupations of- Feads of Low Income Eamilieo “ o A e
o1 o . - (Percentage Distribution) .
; . o APDC Eamily Heads tow Income Family Heads(CensusO
R OccunntiOnsc S » Mothers iifhthers . f. Females ‘, Males ‘
Prof. and managers, = S WA 7 2 7 16,4 ,
. ekcept farm oo - ‘ o . : : STy
' * Sales Workers . . 4,97 T T 40 3.5 e L
R ' coe T , .
Clerical - . - S 18,9 . - L9 S 157 . 2.7 ,
. . - ’ d- - . - J
. Secretary . L e e 4.6 20 e
Steno . ) . N : *
Typists v . N < ’ N
Other clericsl e T e P TS | 2.5
Gfaftsgen and kindred oy s LT 1444 . L2 19.3"
Operatives, except . C125 9.7 ' 18.4 ’ 11.9
_ - transportation o ! . ] ’ o e, S
. . , . - s, . - ’ v ’ . g A ' H .
' «Trans, equipment - . . o ) ' -
operator. ) . 2, 1.8 ] . 8.3 .
Laborers,, except ' 8.2 - = 36.7 | E 1.1 : 12.i- ’
farm - ’ - . L : /Nﬂ
Farm workets and - 3.3 16.7 43 .+ 29.6.7 ¢
©  managers ’ ©o. . '
.  Service,’ except . 32,4 7.9 : 33.8 7.2.
household ‘
Private household 13,5 a7 15.7 .3 o
workers o B ' ‘ ' S
"TOTAL . | '100,0 160..0 , -100.0 - .100.0
. (with known occupation) 1,537,943 332,489 - - 822,00Q 1,894,000
q / ©a - : ) "

i,'Source. u.s. Department of Healxh Education, nnd Welfare, 'National Center for Social .
. Statistics, Findi;gs of the 1973 AFDC Study, Part I, June- 1974, Tables 36 and 47.

b. Source: U.S.Department.of Commarce, Bureau of. cha Cenaud, Current Populntfon Rzports, ‘.
Consumer Income: ‘Characteristics of the Low Income PopulationlA1972 Series-P-60, No. 91

December 1973, Table 28, . E s;> , e

e Excluded from the distributions are persons whose occupations Qre not p?g;;ded fora .
| varfety of retsons. -

i!'»d".‘ Breakdowu not nvailable. oo e o, S

: E o ‘» ST 82~ .. R P &
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2., Male Heads“of'Famiiies“ o . .

.

Before characterizing'the labor market behavior of male heads of welfare»

_ families, one must" distinguish this group from male heads of noti-welfare, low income

I ..

families. In 1972 there were 2.9 million poor families with male heads. In
January 1973, under .4 million male-headed units received AFDC, whi?e perhaps an
equal number were on General Assistance. The male heads themselves received A?DC
or*AFDC-UF payments in 75 percent of the cases where their families received such

payments, and in three-fifths of the latter cases the male was "incapacitated.". -

In another 10 percent of the .4 million male-headed AFDC cases, the male head received

Aid to the'Permdnently, and Totally Disabled.’ This detail serves to distinguish thef, ;
H . . ] L)

welfare poor from the non—welfare poor within the group of male)heads of low income

families. The male heads of the welfare families must establish their disability

or involuntary unemployment to be eligible for public assistance that is available

4 . . LT R .
to intact families, Consequently, their labor market involvement should be much more

-

~
1

limited than that of the male heads of non-welfare ‘poor families.

‘We know that there is high welfare turnover among AFDC-UF cases., The same is likely

*

under General Assistance. Probably, then, one—third of all 2,9 million male—headed

low income families received-some cash‘public assistance in 1972; (with a higher ‘
fraction, undoubtedly, receiving Food Stamps.) How do the welfare families fare
in the labor market while they receive assistance? Information ig somewhat meager.
Table II-1 reveals ‘that 60 percent of heads of AFDC or AFDC-UF families are not in

t

the labor force only 11.7 percent of the total is employed. However, in Table II-2

we see that another one-third of such gen have worked within the year preceding the

survey‘date.

In contrast with the male heads of welfare families, males who head low income
/ Y
families participate heavily in the labor market. . The latter include the former,

3]

) of course, 80 the contrast between the wlefare and non»welfare male heads is greater

. Al
v
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than-indicated by the available data. The labor force participation rate of male..

heads at a point in time is 61 percent° their employment/population rpte is 56°

. percent. During the year, two-thirds of poor male-heads do\zzme*work for'pay, with

30 percent of the entiire group working full-time all _year. 1f of-the paJt-year

’

workers cannot find jobs, and two-fifths oE\those who, never entered the labor force

during the year explaiqgtheir absence by the unavailability of work.9 As a group,

articipate very heavily in the labor force during the year.,

-

then, low incbme males

I ~

Igtérmithnt work where it is the case; is‘in good measure involuntary.
" Low income is a. product of some combination of a limited number of hours worhed -
N and low‘wage rates. Obv;cusly, for the ?0 percent of all poor mai: ~heads who work
full:time, full-year'ghe proglem of low income results from low wage rates. tn- -

fortunately, no data exists on wage yateg earned by low income\mAles, From TablefIIvS,

? < N ’

we can see that low income male’heads on welfare are heavily concentrated on.low wage .

occupations, unskilled laborers and farm laborers. Other low income male.heads. are
more evenly distributed among unskilled and semi—skilled occupations, Three-fourths
of low income male~headed families receive 75 percent or more of their annual income

from earnings. But mean earnings among those who weré&kmployed for at least part of

]

1972 was only $2,564. . T -

In sum, both female and male heads of poor families are heavily involved in the labor
market, although participation is lower during Rpriods on welfare. This character~-
ization of labbr market hehavior,lconfined as it has been to welfare and nonewelfare,
families largely living below annual poverty'lines, might be expected to hold with
greater force were welfare to cover‘famiLies at higher levels in the income dis-
txibution. Under any likely welfare reform plan, most beneficiary families will .

probably mix work ‘and welfare either simultaneously or serially. -

Only recently has wbrk progressed on how indiyiduals mix periods of work and

non-work serially._‘l0 Research on patterns of employment and uTiemployment has not
F ' "
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) criminate between unemplayment originating with the individual from unemployment that
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focused exclusively, though, pn persons in,the low income-population. Using data

from the Survey of ﬁconomic Opportunity on the number of spells df unemplofment

m./
experienced by respondents in.1966 Robert Hall was<able to associate the prob-

.

ability of entering and leaving unemployment with the characteristics of in&iyiduals' i

- 'c e . A

and their environment._ Interesting results are that for men the probability of -

- * g 4 4..«',
entering unemployment falls with an increase in the available'wage but does not L

. w,
400w el

A
r~ . N M
- Sl

decline‘with increasing family incomes. A spouse 8 income may. encourage men to 1eave ffi

, their jobs and search for better work~ if this is so, an._ income transfer couId have
[ r o} S ’ ,:';ﬂ -
similar effects. Probabilities of entering and leaving unemployment, and thus the .
: A : ~ : 'ic;.
)duration of spells of unempldyment, also vary markedly.by sex, race, and age.

vy

f\ What stands out in Hall's work is, the instability of work® among many ég/en, blacks

. i
and youths: This instabikity is not sufficiently reflected by group differences

A
.-

in jpo}nt in fhne) unemployment rates. " For example, the unemployment raté among

women isﬁhlgﬁe; than that -among men{ But the duration of unempioyment spella is . "
- . D otd

1ess among women.. Ian orde Ty thererore, to mazntain a. highhr unemployment rate, many

. LN @ ‘

more women than men must experience unemployment over time. This suggests extensive

employment instability among women. Hall then used data on quits Vs, layoffs to o,
] t ’

distinguish‘between voluntdry and involuntary unemployment. .His'data_indicate,that

¢ .

. disproportionate employment instability among black males ageﬁ 54-59 may be in-
voluntary, for quit rates were equal but layoff rates were higher-when he compared ' :“

blacks and whites. This is only a s&art, for it is exceedingly'difficult to* dis~’

O B
.

-
’

has- its source in _the job. . -

B. Studies of the Effects of Welfare Prﬁgrams ) Labor Market Behavior

Having presented data on the labor market~behavior of the haads of low income .

+ -

families, we can proceed to a discussion of ﬁ Ethe availability of welfare programs

influences that behavior. While we have focused on the activities .of the heads of
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C the near-poor as well.as the poor. oL ’ - - - e e
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7”‘ . . The economic theory of labor, supply yiequgpredictions on how ﬁransfer
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" families, preyipus empirical work also has includedmarr:fed'women.ll The work - )
,,'7,M~ - - ] - -‘ . y

N o

'effort of such women becomes particularly important yhen transfer programs cover -

A . B . .o -

;‘~ &

. 1. fhe Theory of the Labor Supply Effectsof. Welfare ; AR

*
.

' programs affect work effort. In particular, the theory suggests how income guarantees

r - v -~

and tax or benefit—loss rates separately afflct the amount of labor supplied by a .o

-

household The effects on work effort of other program characteristics, like .the in-

. E - - .
N .

come accountipg system and the work registration requirement, could also be analyzed;

, but these have so far received far less attention than the guarantee dnd- tax rate.,

.

o

- il .
The income guarantee Works like an increase in unearned income, tending to discourage
7

work effort. The tax rate works like a cut in the wage rate and has a more complicated

effect. On the one haund, it makes the return to an hour oﬁ work smaller, making

+ work less attractive. On the other hand, "it makes the person worse off, which
] . - . - . )

~ could induce. hh; to work harder, It can be shown that the net effect from an in—'
come guarante@ and tax rate combined will always be in the direction of discouraging
work effort. An important qualification must be made, however, The net impact -
‘on work effort from a new income transfer program depends on whether a household will
bekahovefor below its.hreakeven ievel of income,and alsoéon the types of:programs s

undﬁf,which it already receives benefits. For households well above breakeven‘levels,

; . .
the effects are likely to be nil; their net wage rates are unchanged, if they ave

. not covered, and, the guarantee or some net benefit is far from its reach. For house-

P % -

-~ -:%‘ i . )
holde below breakeven levels and currently not receiving any benefits, the net ‘

Y

impact on work‘effort is predicted to be negative. In addition, some households

" slightly above the-breakeven level may choose to reduce their work effort to

v . ° ’ ,
become eligihle., It is important, to remember, however, that most low income families

“ - . . - 4
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since the simultaneous receipt of,multiple benefits is common,

“

3

.effort.

they are working less than 40\hours per week,

 to the timing or.pattern of labor supply.

-

L2

already receive some income transfers. Their guarantees and tax rates, whether‘

[} -

igny
from AFDC AFDC;UF Food Stamps, or public housing, are not negligible, espec1ally

Any coriclusions

on what happens to the work effort of these families depends on how the new program .
changes their;net gdarantee’and tax rates. ‘ ‘

In most studies of wark effort, the term labor‘supply has been operationalized.
hy reference either to participationin the labor force or time worked during some

v

recent period usually either the past week or the pasr year. Attention has focused,

-.
v

then, on a particular quantity of.effort, but not on the'timing or the pattern of

As Cain and Watts.have noted,. hoyever, an actual count of hours worked per

year maﬁ capture some of the impact of transfer programs on the timing of work:

19

most workers are restricted by institutions to workingHAb hours per_week all year, or

. . - 3

to.not-working_ét all; thus, if workers register less than 2,000 annual hours worked it is

~

because 'oft some (full—time) unemployment, voluntary and involuntary, not because .

B Vs

In an interim report on the NIT

. .
.

experiment, for ezample, Watts suggested that the effect of income trancfers might

.

"be to induce workerSVto prolongwtheir search for new jobs once separated from a job..l2

If hours worked per yean picks up these timing effects of income transfers, it clearly

does so imperfectly.. Im any case, it is important to note that the theoretical “

predictions about the consequences of . income transfers have not been related directly

This study, huwever, makes some empirical

~

effo *t in that direction.

-

“t

v
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Although the relationship between welfare programs ‘and employment turnover has

gane virtually unstudied, that between welfare programs and the quantity of work
effort has'received,extensive.attention: In faqt, three critical‘rgviews‘of the ,

-

literature bdve been written. . .
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L2 Empirical Estimates*of Labor Supply Effects- S . o i;'i:::
. . A R . Ll . .
Inferences on how welfare programs affect work effort largely are drawn

from c:oss-sectional data that are. not relatedgto an income transfer program. The : -

3 - ~

_data typically contain observations on individuals facing,different market wage"‘r ;; .h~

/
*ates and different amounts of non-employment.income. it is assumed that all in- )

> .
. y P
-

dividuala in the cross—section have the same behavioral parameters. Differences in

13

observed work ef‘ort are then explained by differences in explanatory variables

like the wage rate and income. Under these assumptions,,differences'over,time in o

.-

the wage rate and income for a single individual are predigted to lead'to similarﬁ l -

. i . n

differences in work, effort. Since the guarantee level of a transfer program has

°

an effect like unearned income, and the tax rate like the wage rate, the effects

- . 3 .

of the transfer program on work effort can be deduced.~‘Mo8t studies;of this type

rely on data from the mid~sixties or earlier. These studies usually ignore the ;,:

[ 4,
affect on the net wage rates facing persons in their samples of the tax rates in R e
éxisting transfer programs, but coverage of such programs, especially male~headed )

LI

families, was far more limited at that time than now., S s ot - *

@ . P
.

Carfinkel has summarized the results of eight studies using cross-sectional data_

T g - ‘ [

which are “unrelated to particular welfare programs.14 Two types of resuIts are reported. h

. .
~ s .

~

-

the percentage change in "labor supply" per $1000 increase in the annual NIT guaranteel

.
,‘ - - fl.

’ and the percentage chapge in, "labor supply" per 10 percentage poin; increase in the }

’ ; i Tavwe

" tax or benefit-loss rate. The measures, of labor supply vary widely among.the

i v

PR
Yy . , -t hed
< - . .

, studies, from hours worked last year to, _the ratio of earnings last year over the '_F” T
3 - J;‘b P

predicred wage for 1ast year.ls' Garfinkel characterizee the divergence among the
» . u".w"‘ P . ‘;'

studies in the estimated effects as being "striking sn& disturbing.", To cits the

[ .

¢’
increase in the NIT guarantee,

‘labor supply.

With respegt to
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predicts a.b percent reducbion in labor supply.

+

----- ;‘ .

-

-*

£y}

decline in labor supply ger Sl 000 increase in ‘the NIT guarantee,

the low estimate .
O 56

.

With respect to the tax rate, :

.

\_ the extreme estimates are,a S'percent deqrease in labor supply per 10 point increase

Yersus a 3 percent increase pex 10 point increase. Given the mean wage rates and

v . . B A s, -3

mean amounts of non-employment income, all of‘these studies nredict that an NIT :

ity v v . .
- program with a $3 000 guarantee and a 50 percent tax raté would.cause a decrease in
labor sugply but the amount of the predicted decrease ranges from 3 to 40 percent for

s e

male ‘heads. Garfinkel‘s best judgment is that the range of estimated effects ig

v

-
- ‘ rl

& e B .,

- ‘more narrow, gping oniy from: l to 6 percent. ’
' Given the recent expansion of programs for low income families containing guardntees

. ‘- .
>

and tax rates, the estimated additibnal labor supply effects of a $3 000 - SOZ NIT
\. . ~
program would have to be’ less than what is suggested by Garfinkel 8 second range of

.

By July l972, the average. cash welfare plus food ‘stamp benefit available
6

estimates.

while its total tax rate N

’

. to a male-headed family of four in the U Sa was’ $2, 431 1

.L: - : .

-

over the fi st few thousand,dollars of.earnings exceeded 30 percent. Of course, .
e . - S . . t . *
¢ - 7
guarantees and tax. rates varied greatly around these averages, but these figuresﬂ .

. ‘,

provide an indication of the fact\that a new NIT program will not be taising non-

:,’ "~' "ﬁf,\' { A
employment incbmes and tax rates from near zero levels, even for male-headed families.

- »" 3
. . -

. "In summarizing the findings of non—experimental studies on how incqme transfers
s ’

-

affect the labor supply of married women and female heads of hpuseholds, again we |,

c
Re

rely ‘on.Garfinkel's presentation. ‘With respe¢t to the latter demographic groups, .

program data as well as, the regular cross-Sectional data arg available for analysis.

P ..
. .

Compared to’ the labor supply reSponse of male heads of households, we would expect L,

r

“

that of married women.and female heads of households to be greater.

Ch than full-time all yedr is more acceptable for women, than for men.

. »
.. 4 . Y .

s, . . , - +
- « . N p1

Working’less

Given prevailing

;@ttitudes on the ability to raise children andﬁdo'daily housework chores, women are

-
. .

.
v
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assumed iore able than men té put to productive use time not spent at market work.
Faced with an income transfer, then, we would expect women to withdraw their labor

morebreadily than men. In fact tpe cross-sectiopal studies yield results consistent

4

;ich t?is expectatiom. Per $1 000 increase in the guarantee, the range of labor
supply meductiops is from a low of 4 to a high of 30 percent. (For male heads,
reéall'that the estimates ranged from .6 to S:pereent ) Per 10 point increase
in the’ tax rate, the estimated labor supply reductions ranged from 4 to lq.percent.
(For male heads, the range was from a 3 percent increase to a 5 percent decrease.)
Studies of ?emale heads using cross-sectional data indicate that their labor supply
.may.be gomewhat less sensitive than that of married women, but still much more eensi-
tive than male heads to both guarantees and tax rates. Studies of female heads of
houéehélds using data frem‘the AFDC program support the position that the sensitivity
of tme labor‘supply of female heads is greater than that of male heads.17 |
In viewing these results, Ashenfelter end Ehrenberg note that the estimates of the
impact of income transfers on the labor supply of both categories of women are¢ much
more divetgent than are those for men.' Along wi;h Garfinkel, they have listed the
many serious sources of bias in them, concluding that what we really have learned is

N
something qualitative: that the labor supply of women is more sensitive than that of

ﬂ‘ A *

men.18 Going beyon& these summaries, we should: not overlook the important fact thgt

by July 197@, the average AFDC plus Food Stmap benefit available to a female-headed

2

aﬁamily of four was $3,442._ y 1974, this sum exceeded $3,700.19 With the

<

value o%jMedieaid averaging $800 per Xemale-headed family of four across fﬁ§ country

and given the virtpal universal coveragle of poor female-headed families by these

)

three programs, most such families faced cumula@ive income guarantees that are un-

likely to be raised by a new, universal NIT program. Such families also faced total )

P,

benefit—loss rates averaging about 30 percent; considering work-related expenses,

their gain from an increment of $1 in earnings usually was less than 50 cents.
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A welfare reform program is thus likely to make little change in the benefits .

»

¥
available to female headed households. If these facts and assumptions are accurate,

\it follows that knowing less precisely the labor supplf gengitivity of low income

N
women‘ghould not be troublesome for policy makers. Welfare reform is likely to
. k}

. ¢ . .
- _bring larger environmental changes for low income men, whose supply of labor also
5 g

. '

is quantitatively more important. .

C. A Review of the NIT Experiment and the Labor Sépply Studiesvﬁesulting From It.

1. A Description of the Experiment

The first NIT experiment was not a great success as an experiment, but in

' the threé years that i& ran in each location, it accumulétéd such a figh bédy of data
that careful analysis could provide extensive new information‘on numéroﬁs aspects
of the behavior of low income families. The first NIT’experiment was launched in
four cities, three‘in New Jetsey.and one iq Pennsylvania. Altogether a samblg of
1357 families was selected. Each family was interviewed thirteen times, onc; before
the experiment started and then once each quarter during the three years of its
duration. The questions ranged widely over many aspects ;f behavior includiﬁg ex=
tens?ve’questioping on labor mﬁrkef activities of all family me;bers. The data from
the exﬁérimens,referred to in thié study as the "Wisconsin data,” theg provide a
three year time series for each family in a large cross;séct?on. Whereas the previous
crogs~gectional étudies had to.infer individual behavior completely from com?arisons
among individugls, the NIT data provide nog only the cbmparative gata, bu£ also
a lim;tgﬁ amount of variety in experiences for each family over timf. With such N

a body of data an analyst has an opportunity to study not only what determines the .

level of a variable, but also what influences its pattern over time.

The main purpose that led to all the data ‘collection’was, of course, to conduct

’ »
an experiment to test the effects of a negative income tax. Households selected

. v

s
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for participation were randomly assigned either to an experimental or ‘a control " ';‘J

Iy

group, once designated to receive the experimeggal treatment, households were assigned,

e

not randomly, to one of eight NIT treatments. The latter assignments, based ona
' complicated model designed to minimize costs for the information obtained,.generally

"“placed households with Lower pre-enrollment incomes under the less generous experi-

Ll

v

mental plans and households with higher pre-emrollment incomes undet the more generous,
plans. The NIT treatments varied only.in the_guarantees and tax rates facing the
households, and were in effeht for a period of three years. The control group was . %‘

to receive no payments. The‘experiment was thus designed td detect the effects on many

-

aspects of behavior of several distinct variants of an NIT. - 4

3 . o,
As might have been anticipated in a social experimen;, unexpected changes in the

welfare . environment substantially altered the actual treatment of families, muddying

-

the previously clear-cut distinctions between the various experimental treatments.,

H

New Jersey instituted the AFDC~-UF program shortly after the NIT experiment began. “This

P

meant that families in the‘control:group who were not expected to receive welfare

benefits as long as they remained intact now became eligible for them, it also meant

v

'that families in the experimental groups now could choose between receiving an NIT '

’

payment, an AFDC-UF payment, or neither.20 Before its guarantee was cut very late .

in the experiment, the annual guarantee in the New Jersey AFDC~UF program was - ;
- \ . ) J;' .
" $4,164 for a family of four. It was higher than the guarantee in seven of the eight

'expefimental plans: Pennsylvania also had a welfare program with a guarantee‘of‘.
$3,756, exceeding five of the eight experimental guarantees.

Three additional characteristics making AFDC-UF more attractive than HIT were
the automatic eligibility of AFDC~-UF recipients for sizable food stamp and medicaid
benefits, the deductibility in.AFDC-UF of work-related expenses from earnings, which,.

greatly reduced the effective benefit—loss or tax rate; and the short accounting period

P
.

in AFDC-UF, which minimized the effect of previous income on current benefits.
. .

. M L.
» - . 4
* . b .
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was easier because the male<head need not- have been fuliy unemployed - asg was

“ s »
R B o~ . - s
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necessary under AEDCPUF _— get on the program. It also was easier to maintain Tk

eligibility for par;ial NIT,benefits because theumale head’ﬁas subjected only to‘an .

o

earnings test; in AFDC-UF male heads had to forego eligibility if they worked for 100

or more hours in.any mdnth no matter what their earnings were, On‘balancé, it should

P i - -",.- s,

5 have been easier. to get on.and remain on.the NIT plans, but it should have been more ,w,,:/;

attrattive .tp.be on AFDC-UF than on most of the NIT plans whiIe unemployed oxr working ‘,;;}

e "“-', . . ) . o N . ,"i’...ﬁ“ y }
B e SO PR

fhe relative attractiveness of welfare and the various*NIT plans best s o ':- 'TFﬁj:l
demonstrated by the choices that the families made. Families in the control group,:igb %3?

» - -t e ~ K v e
obviously, could choose between a welfare payment and_ no payment.l Families 1n the ;” :Eklt’

> TS

experimental groups could choose between welfare or NIT payments, ot neifher.’ Previous

(3 N <
L . - ..; P
= 0T

studies conducted by the staff of the Instd.tute for Research on Poverty at the . ". .

:’é;:' ‘».',

University of. Wisc nsin lHereafter, the "Wisconsin staff ") ‘used a "Continuoﬁs~ ol .

. . i N N
/husband-wife sample." The choices made by the families in the sample with which T
the Wisconsin staff worked. are presented in Table. II-6. ‘Our WOrk is based on a. . .

)
- Y -~ - ,‘ U
RS

aomewhat different sample, chosen So that ‘we have a complete welfare record for LT,
o - PR - g + --‘,' NI

"' every family included———Table~Ii+7, presents the choices made by~families in our ‘

.

sample. In both samples, participation in AFDC—UF was extensiVe. Noﬁe that in both i :‘

e - .

.samples, beginning with the third period families in the 50-50 and 75-—70 plans

-

‘far more often chose. to receive AFDC—UF than NIT benefits; while in the 50*30 and“‘ - &P.i

- t : 5 et

<7570 plans, the division among those drawing benefits ushaliy was roughly 40 pércent Y

- “, . B
p e yon

AFDC-UF and 60 percent NIT. Thus, in ‘only. four of the eight plans did” the NIT program

. typically dominate the AFDC-UF program. In the other fpur treatment groups, the:AFDCUF par—

ticipation rate typically was not less than half of wha% it was in the control group.

Y TR atabbdonian %, vt . . ’ - .
5 . N ©Lma
.

€, *




'r,\'fu- n-‘fn

i Fex:cent. n( Rantﬂ.:h.«r_ Ru‘plvh\g Al-'l)(: Ul-" Ree ;.(ving, NI, . ; A L 7 Lo
g B N R S ar: NG ller y S “w s <
N + - A . . - e s y o v .- "
e VRN . ’ e . N ’ - ;".. T o
R L T (Vlm'upuln 3 ll ht.’,N"la‘l Vo - A N o T e e
. L. ) : s R 5 L . | ‘- > - ‘ .. . .
Experte o e . - 2 ; " e . o et
meht ol . T ; B 'j— - o ] _ . Average T R 3
Group . ’ .-‘.--,,5?.» .""'"’,"‘ . .~—(~ e v (nwj)(.ll“ |\/(|(,,k-.--.&.---..-..-.—-2 - Al . 7 co L
G-t - ' ¢ 1 2 3 5 ‘r : '[ ‘ H _l(). lf l’_ Periods . . R
50-30 S LT e T - E P s

- ARC-UF o 1 il p Car ;- 24 2& 21 .28 .121 B n -
LNITD L 59" 48 - 55 €2 45, 487 48 - A8 ' 4555 52 -51 : .
Neither€ C2%,.35 28.:01 3430 (280%20 3L 27 "@ 2028 .. S
CN=27 R o T p e T : .

. sy R R £ . AR ] -

- 5050 0 - o T NN T )
AFDC-UF - T 9 W 20 °23 20 177 17 231 23 200 2014 18 £ . o
NIT , 1L 9.9 6.3 3,3 0..0 9 9.6 6 g B
leither 80 80 7T 71- 77 ‘80 & .87°.87 711 T 80 .7 . “ g

. N=32 oo . ] 7 - : . o ‘5 . :
7530 . ; : : ——r . :
AFDC-UF 3 5 8.6 5°8 )0 .11 _ 10 11 8 8§

NIt 92 90 89 87, 87 8 ‘i1 81381 T8l ‘75 73 83
“Heither 5 5 3 7 8 8 9 9 9.1 W 9w ‘
=60 ) . ‘ .

< ' . 4 -

. Tae - 75550 - ; R T ) : .
Fole DL, e ARDCABE 4 13 1111 W 13w 1% 13 97 9 b ‘1 . : : K
£ s . NIT 60 50 54 46 34 3% 3 M WU WY M 4w o :
HNetither 26 37 35 43,52 ST &1 53 S} 52 56 6O - 48 A SIS
Tl Hwes: « . : - L. ’ . .
TS0 e - . oo
,,\FD.ce-u_E I .12 10 16 16 16 14 22 22 246 -2 24 20 19- - T

~-NIE,. "= - ¥o12 10 8 6 W 12 8 8 8 10-10 W0 - o
¥ hcithe: -‘,, 7% 78 74 76 7R 72 66 70 68. 66 Ga 70° 7i '
*, Ne4g' : o [ - ! )
N \. r\ - R . « ) . .

~100-50 ., ' T N e ey
';mﬁ-vﬁ, ' <792 11 13 13 13 1 11 13 17 47 11 13 T

JNEET T .y B3 80 78 74 70 76 72 74 67 63 61 72 73, L e
'lﬁzithcru W 6 9 9 13 17, 13 17 15 20 20 22 ‘17 14 s s

'H=.’|{, . . . ] . . »
' N : o LA ] . - . ) -
‘106570 - - ., . T S
JAPDCSUF " vt 7, 9 11 13 15 17 17 15 17 .9 WM 11 .13
‘* NIT 67:¢ 54 50 48 44 41 41 A1 41 &4 46 43 46 -

‘Heither 26 377439 39 4l 42 42, 44 42 - 4T 45 46, 41 e

ve - ?

:t=53

125-:-50 ¥,

12 13 17 % 13 i 1 et s
55 56 53 52 53~ S1 52 56 . IR
33033 3% % 3% % 3 3 ., R

v ‘ -
¢ sy :

€ At e e e M

25 23 .

%5 2




™

ToTLe oA - -3, RN I
. :'- _»5 4? :\"' ‘ .{.Ai‘ : . '_’ -
<t ’ AT T S *, ’ ¥ ,,' * * '
', - . <155 ~ LT ’ ’
. . [ B . .,;_:_.
z . ‘ a4 B .
. -~ _TADLE II-7 - N + *
. BN Perccnt of Pamiues Reccivh\g Helfaro; Rece lvlng nm .
¥ P ; or N( Teher™ 7% - “ .
: ol . - ,‘ P . ° »
. * ' ] L (Prlcdmaq-!lmmmnu Snmph., N.- WM)
‘., j,‘ Expcr.l-; . i x ' ‘. . ) i .
IR ¢ omental’y’ | o~ v " Ll ) Average
Ot‘Qup > et e e txne rlmntnl gL 4 11 B 2 AN
s . © o SN T, 27 3 AT 5 6. 10 R5UYIT 100000 12¢beriods
. 50-30 N . VSR .
CARc-ur A sd 5 gat g 51 BY 31 c 29" T T
- T, RIT® 93 86 a1y 269 50 "U45Y .47 43,529 %3 .48 S
R A “* NeitherS 27100 1% AT, 26 ->33 .29 29 - 2 D 24 2% .22
i e . N=A2 . .. LT L .o T ‘ ..
- . EL A ST 3
- $0-50 N o O P ’ ] o ‘ . Al ., \
emor T _AFDC;UF .. 8.-12 257729 27 21 21 37+-33. 31 »31 3L 27
. NIT v .. 6L 62 25 12 6*.6 -2 0 2. % 6 .2 sl
Neither ~ -« . 31. 270 50 60 67 67, 71 "64 65 .64 ‘64 67 5B -
, Ne52 - . A P ‘
.. ' ~ n. ¢y, . N . ., .
. 75-30 AN v . .. .
. ‘- APDCyP - $ 021 .7 .8 11 2120 15 .1 18 15 17 18 11
N .~ NIT- . ' 98 94 .87 82. ‘g2 78 72" 17 h L, 72 66 62 TH
: y " Refther 205 6.9, 7.1 1311 127013 8 20 10
. N=85 o . . .
? ' * - : d ] ! ¢ o v m e o e —r B
. ¢ "75-50, w R o e .
- AFDEAUF ‘3 -.4 8.9 11 15 19 20 222 16 16 17 - 1Y
. ; NIT ° 85 78 62 49 46 40 3T 34 32 37 36 3 41
. Neither 12717 30 (427 44 45 45 - AT 4T, 47 48 51 40
. . M=92 : . Nk . .- N
» ' ﬂﬁo_ T A ‘ﬁ., s ¢ . . PR . . .
: . AFDC-UF 577 13715 16 18 21 16 25- 21° 16 18. 15
NIT - ¢ 49 43 21,18 13} 18 16,13 12 + 11 13 13 20
. . Neither . 46-- 51 66 ' 67 71 64 62 ' 71 Gh- 67 71 .69 64,
B N‘ﬁl . Ed e , * . ;
- . - B . . . e . . ot . N
- 100-50 - R R ; ' :
£ AFDC-UE, 2 .2 7. 5710 19 13 16 18 15 18 21 ‘11
- NIT 97 95 85 8 4 719 72 72 G4 61 62~,62 . 76
‘ Neither 273" 8 217 16 12 .35 12 18 18 208Me6 13
- \N.Gl A * © - ' - )
\ v ) 40 . F PO /. o
2 10070 . . ) . : ~ -
‘ AFDC-UF T2 2 5« 8 14. 12 -12° 1;‘”/113/ 14, 15 15 1
L. NIT + 93,82 62 56 49 44 41 397 38 42 42 42 53
. Netther .~ .- 6 17' 33 36 38 44 AT 44 A6 - 44 B2 42 36
\ ’ N=66 . B A : '
4 ' ' -, 4 L. - :
. ’ 12550 . . . L . ‘
AFDC-y¢ *~ 37 -5 6 .7 7 8 8 8 7 -7 1 ‘9, 1
S . NIT 96 93 92 90 .86, " A6-. 86 85 8 82 87 82 '8’
o Nelther . . ,2 22 "2 3 7 & 67 9 W _W W 5 v
"Ne125 : . I Lot -y
. . o - -0,
.t Experimental T M . oo .
L ) 1 +.Groups =3 4 -9 11 13,1416 18 19 .16 17 18 13
; AP (Weighted - 86 8l 68 -62 57 55 -52 SL 49 S1 49 48 59
. . Averages) 11 -1% 23 28 ‘31 .31 32 "32 32 33 3% 3% 28 °
Al . (Nes84 S ‘ -
- P R4 ’
M . Control Group = . - -t “ o, . B i . ' .
“ » AFDC-UP 15017 19 21 23,-260 26 277 28 28 27 27 2,
- . . NIT _J PR 1 V»‘ W ov. ‘- .
N Neither - H ) * - * C .
) N-w7 5 4 l ‘ - [ 4 - . . t ’ :5. 'a
. S . (?oor.notes are the same as’ thoae ffor TABLE II-6)‘ IPLEEEL
‘./'l ,” ;' * ‘-/‘ ::7.:‘ y '-,\; _’y" ‘.'V :.N" K N o . -
- ST Lt D ‘.
/ " . o e 7 L A 7 N
. . n " » ’:;". e . ’ . . B / P 0-‘;
R I 2 GPET g L Tt e
\ERIC? e gt e TOBT et e a ey
. : . EL ‘ L ‘ . o -
.7 '._ . - - 'a - - b ’ ‘ M - " i * <.
» P hd >

&

-~

¥
«
A}
1
.
‘.\
.
. R
L3 -
K B




= * T £y - K
R 1 = " - & - «
»
—‘ - . . - Y - L
. . * N N
Yooy B . s Y
- - 3 L
. ¥ . ~ e - S
- S - s - 56 -,
- . . oAt ol o
T AT . .
. v A - : N
1 ) oo - . . . 4 :': LA N - :‘-:. .
. . W N o \ ) . :: ,._.,,“—’
R S Foomoms o
N . - RN < -
TR . B N - - B
- - v M s - e,
T I TAB;.ES II-G ana 7
] . s 3 s R
| . L. . . N T . s - .; )
s i hd ""5'1 DT .
./_-; - » PO ¢ . i Y

. a. The figures in the first row of each set of three rows is the percent of RSN
. families in a given périod in the respeétive experimental groups and contxol ',,:j,;j
= group which received an AFDC-UF payment. T e = by ;
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'b. The figures in the second row of each set of rows is the percent of families ", #}{$
in the respective experimental groups which received NIT payments, "w

|

|

¢. The fignres in the third row of each set of rows is the percént of 'families !
. in the respective groups which received neither AFDC-UF nor NIT payments. )
d. The three numbers for a given group and time period should add to 100 pércent. . ‘
- Where.they do not, it is because of rounding errors.
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'limited in the amount he ‘can work than an NIT %ecipient, it is more difficult to

_ a high level of wozk effprt. The differgnce in worK effort between experimental

. . ! .
- i N -~ 57 -
. .o
-

o
- » - N
g . - - * . , -

It follows that if we were to compare the mean:of ,a_variable like hours worked

\ - e

 for each of the treatment groups, observed differences could not necessarily be

~

attributed to differences in the experimental treatments. The control group, rather
- ‘ Y

than receiving no welfare, now may.receive payments, but under a program other than

the NIT. The comparison between the experimental group as a whole and the control

s
* ’

group~no longer isolates the pure"effects of an NIT, but merely shows the .

¢

differential effects of the two welfare programs. Since AFDC-UF.is complicated

w

it is difficult even to compare’ program characteristics or to predict which program
should,most discourage work effort. Although an actual recipient of AFDC~UF is more
1

get on AFDC-UF in the first place. Those who do not get on will probably maintain

, and control'groups thus depends in part on the effécts of each program on recipients,

,’but ‘also on the proportion of recfpients ambng those eligible for each program.
Similarly, it is also difficult to distinguish the effects. of the various NIT

T L \
treatments. .For each of "the NIT.treatment groups now includes a combination of

NIT and AFDC~UF recipients. In order to isolaie the "pure" NIT effect one needs

to separate NIT and AFDC—bF recipients, but‘also fo identify what kind.of dndividual'

, chooses one program rather than the other. These are herculean tasks, but the

*

Wisconsin staff devoted great energy and intelligence to the task of distinguishing

the effects of an NIT. L

. 4
s

Before proceeding with a review of ‘the labor Bupply studies of the Wisconsin — .

" staff, it should be noted that comparisons between #reatment groups is not aﬁé only

way to study the data from the experiment. .A guccessful experimental approaéh would,
of course, provide several clearly distinguished transfer program , with'each family -
kept in an unchanging welfare environment for the duration of the experiment. Con:: )
trolling’the characteristics hf the sample'receiuing éach treatmen; through careful .

L - . . . CEP N
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experimental design, observed differences in labor supply would then measure the
"pure" effect of transfer program differences without relying on complicated in--

ferences and questivnable assumptions that»gé into the usual crosq-section study,

In view of the extensive AFDC-UF contamination in the first NIT experiment, one_

- cannot rely on the treatment categorigs iu identify the actual transfer environment

faced by any faﬁily. Thus, comparisons of labor supply between treatment categories -

I

can identify the "pure" effects of various NIT plans only with the aid of complicated

!

l inferences and questionable assumptions.21 In view of the complexities-in studying

-

the treatment categories, an alternative approach would be to ignore them in analyzing

the data, Each family would be faced with the guarantee énd tax rate for the program ‘

in which they actually participate. The separate effects of these would have to be

~

deduced from a regression analysis of work effort over a cross-section of all families,

The chief advantage of the experiment is thus lost, but it is lost even if the analysis

continues to use the treatment groups. The remaining advantage of the experiment,
)

other than producing a large body of data, is that it did face families with a sub-

stantial variety of welfare experience. Over the cross~section, there is- much more

varéation in’guarantees and tax rates than'if AFDC~UF had been the only welfare -

program. This {mproves the chances of getting reliable estimates of guarantee_ and

tax rate effects. We are not arguing that analysis by treatment groups is wrong.
;Rather, in view of the complications, it may be an inefficient use offresearch time

s -

’ when the data provides so many interesting research~opportunfties.

« . 2, The First Results from the NIT Experiment S ’ ',

P a. Response of Male Heads

la
'

Harold Watts did the analysis for the Wisconsin staff of the -labor supply~f

. responsed'Ewmarried men.22 Having presented results whic cénsciously'ignore the AFDC-UF
problcm, he conducted his more sophisticated analyses after excluding all families in'.

.the 50-50 and the 75-70 creatment groups. In the latter work, there is no further effort
[ . [

“r
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to adjust for the AFDC-UF problem in the other six treatment and control groups,
- h - ' ~

" The important results of his work are pregented here. First, his’findings varied

-

2t

with his measure of the dependent-variable ‘and by ethnic group. Labor force partd-

cipatioa seemed to b%lunaffectediby the several treatments. Over time, employment
fell and unemploymegt rose, however, among whites and Spanish-surname male heads,

- / - - h ’ ’ . -
while they moved in the opposite direction for blacks; only for the Spanish-surname .

i

o .8 .
were the changes sﬁa;istically significant. Hours of work fjll significantly in the

.
»

_yhite and SpanishJ/urname groups, the decreases becoming larger with the passage of

, time during the experiment; among blacks, hours of ‘work, like the other measures of

. -

-supply, showed a surprising, although not significant increase. Secqndly, decreases

L)

" in work effort were greater-the lower the male head's normal level of earnings.’ For
Watts, a pivotal example.of the experimeﬁt s effect was the 4~5 percent reduction,

‘from the mean,of 35, in the weekly hours of work for white males under the 100-50 plan
——

in the middle of’ the experiment 23 Thirdly, while a statistically significant ex-

Y -
perimental effeg&éwas deteeted in comparifig the entire expérimental group with the

control groups, éi congistent pattern was obseqyed among-males facing different - e
- » . - 4 ( . .
n A

'guarantees and tax rates. As‘between.pggsons 7n the’plans with 50 pércent and 70

percent ‘tax rates, “for example, this should not be'surprising: at the close of the

H
) experiment, only 5 of 85 persons and 26 of 86 originally assigned, respectively, to

-2

the 75-70.and 100-70 plans were still receiving NIT payments, the remainder being

2 *
LY

either on AFDC-UF- or not receiving a NIT payment, -

. ’

Garfinkel ana ed the impact of the AFDC—UF problem on the results of, the ex—

periment by trying to d termine the sensitivity of the findings of the experiment to

T

various assumptions about how those who ‘received AFDC~UF during ‘the experiment would

~ have worked in the absence of the*program.24 “He tries to test the effect gf three

c e

alternative assumptionsi 1) that those in all groups who received AFDC~UF would Have

(3

worked in its absehce'as much as they did when it was aVailable' 2) that 9uch persons

wdhld have worked the same amount ag persons in the sample that never went on AFDC—UF

”

\//‘ ,' 69 A ‘ | “ ". .« e
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but had similar demographic characteristics andywere in the same group; 3) that

persons in control group families receiving AFDC~UF would have worked the same as

those in the control group who did not,‘but persons,in experimental families re- . //

. ceiving AFDC—UF would not have changed their work effort in.its absence. In

Garfinkel's view, these aseumptions will yield in turn, low, intermediate, and

high estimates of what the diffe;:ﬁces in labor supply between control and ex—— '

—

/ . -“ - ) .
perimental groups would have been in the‘absence of the AFDC-UF program. For example,
the third assumption impljcitly imposes ‘es in behavior on sample members that
should exaggerate the differences between control and experimental groups that other-

wise would have arisen. Presumably, part of the difference,within the control
¥

group in work effort arose not because some people had a stronger taste than others
for welfare, Eut rather because they became involuntarily unemployed' and some of

the experimental group persons whose work ‘effort was negatively affected by AFDC—UF
,s’ .
would have worked slightly more- under less generous and constraining NIT plans. If"

A

80, increasing subsgantially (by this third assumption) thé work effort of certain

contral.families and leaving unchanged that of greatly affected treatment families

-y

maximizes the difference in work effort between the two groups.'

Using average hours worked for'the‘tweive experimental periods as his measure

of labor supgiy, Garfinkel finds that.the experimentals worked 2,6, and 9 percent

¢ L

less than the controls under‘assumptions 1, 2, and 3, respectively; with the latter

- >

two differences statistically significant at or above the 5 pegcentnlevei:zs ‘

When he makes the comparisons by each of the distinct experimental plaps, statistically

significant differences between the respective groups and the control group begin

) < N . A
to appear under the second of the three assumptions and, as might be expected, only

for the more generous treatments. Recall that under the less §ener9us treatments,

o ’

there were few families who actually receivgd NIT payments. Thus, there was a trivial
!

number of cases in those groups among whom control—experimental differences were likely

Y4
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to arise°'and any observed differences, when avgraged over all persons in the groups,

would have to be smaIl Garfinkel, therefore, summarizes his results by poting that
the AFDC—UF program did affect the findings of the experiment, although the effects

» s

in absolute terms were wot’ very _great, Moreover, by dominating the less generous

' treatments, the AFDC-UF program made it virtually impossible to develop coefficients -

[y

_ for the increase in an NIT tax rate from 50 to ?0 percent. Co-

»? [

a

~ 7 -
LIEN

B! Response of Married Women’ . e .

L . .

3
* . »

In the analysis‘of the response of married women by Glen Cain and his
AN
. Colleagues, famiIies in all plans receiving AFDC~UF always were included; and analyses

) also, were done distinguishing between those on and off AFDC—UF as well as among those

o k4

who were above from those who were below NIT breakeven levels.26 Given the sampla

. ’
v A

design, not many families with working wives could have been seletted for the experi-

ment.f’Again, the results of the analysis differed according to the dependent variable

-

used; as well as by ethnic group. Among white women, in general work effort declined

2 -

'to a statistically significant degree when considering labor force participation or
hours worked as the measure of labor supply. Among black women, a decline was not
observed in either labor supply measure, except ai the lowesé levels of normal income.

Among Spanish-surname women, a decline was observed only in hqurs worked, but it was

not statistically significant. As one would expect, the reduction in work effort
L) . .
was greater among the married women than among the men: from a mean of roughly 4 hours

per week among all white wives, i.e., those working and those not working, work effort
declined among women in the 100~50 plan by roughly 25 percent(compared to 4-5 percent

fo;—the males in that group) Once again, a strong and cdnsistent pattern could

not be detected in the effects of rising guarantees or tax rates. ‘o

v v

‘Like Watts, Cain hypothesized a relationship between. normal income and the impactA

of a NIT plan. In the study of married women, however, the assumption was that there

"

was_a sharp discontinuizy in responses dhen normal incomes reached'NIT{breakeven levels

s '
. " . ) ' R .
? 7’7 v s . -
,’ a - e .
.
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" of %Fcome, families below. such levels were assumed to be influenced by the relevant

- T )

program parameters, while those whose 1ncpmes ;Zlez;e above such levels were assumed

to be totally unifluenced. In fact, Cain did find a relationship between the normal

income of a family and the 1mpact of an NIT plan. By facing ‘the families whose incomes

~ ., ‘

were on different sides of the breakeven levels with different program parameters,'

-
>

Cain and his colleagues estimated a quantitatively smaller hut.a statietically more .

)

significant impact of guarantees and tax rates-on various measures of work effort

- b - .

than when’ all sample members were faced ‘with similar pardmeters. Their findihgs,

’ -

interestingly, were sensitive to the measure of normal income which was utili ed to

~—

/‘ . . v

»

determine breakeven levels." By estimating a quadratic function, the authors déra

able to detect, especially for Black and Spanish-surname families, "that work dis— ,

incentives were greatest at very low levels of normal income but that they reached their

.
™ oan R . . f L& ¥

peak well below breakeven levels of income.

N .

- .

I

The‘work of ‘the Cain grdup also included an attempt to estimate the impact of the

)
’ -

AFDC-UF program on the findings for their sub~group of the‘sample. Cain 8 group

concluded that the AEDC—UF program did not have a statistically significant impact

on the overall findings with respect to married wbmen.’ Interestingly, though when
’ e A

. they uged average hours’ worked over the twelve experimental periods as their measure

of labor supply, two of their four models yielded results quite comparable teo those

«

of §arfinkel for the same group.29 Garfinkel ‘had found that married women in the,

#

experimental groups worked 14 percent fewer hours, than did women in the control group, .

% .

uging his second assumption ‘en how to treat the AFDC-UF contamination problem.

- <

'Estimateg by Cain in his‘twq modelswere roughly 12 percent. Garfinkel' s differencés

e

" alsq were not statistiéally significant! Not having come up with statistically '

”»

e, . L . ! > . »d 4 ?
significant results when incorporating Garfinkel‘s second assumption, the Cain group

. »

canducts all of its* work by including all families in, all eight treatment groups ’

in their sample. (Recall that Watts dropped the two least generous plans )

’ .




':§.~ The Response of the Family .

Robinson Hollister conducted the analysis of the impact of the NIT plans

i on the lahor supply of the entire family unit.30 Hollister always eliminated

" -
-3 % v

all families when they received AFDC-UF and sometimes eliminated in his ehlpirical

»
- /

o s,

. wotk those not receiving AFDC—UF if they were in the 50—50 and 75-70 plans. He: also

. .\often distinguished the responses of families above and below breakeven levels, His
” *\'3 N - &
,jfindings also vary with the dependent variable uged, as well as by ethnic group and

’eﬁierimental time. Among white families, both earnings and hours declined significantly
in the experimental group. Among black families, earnings increased significantly but
) hours of work declined significantly. Among Spanish—sﬁrname.families, earnings and .

hours declinegd signficantly. Among whites. and Spanish—snrname families, the declines
increased with time. Lastly, as Watts and the Cain group found, theoretically, expected :
) and consistent patterns by guarantees and tax rates generally could not be detected.sl'

For whites and Spanish-surname faﬁilies on the 100-50 plan, the induced decline in hours

Worhed was on the order of 10 percnet. Another interesting finding of Hollister's .‘

-
¥

‘

is that declines in work effort were greater for families with greater variance in

income, other things constént. This finding, he speculates, could be attributable
m

_either to . the fact that families with high variance learn about the implications

of high tax rates, or that the NIT payments reduced the need for families to send
S ‘ ' .

- secondary Workers in a family into the labor force when the primary worker became

'\\ .~ v
v

,unemployed., . - . \

Hollister's findings on the relationship between normal income and the impact of /

1

the NII treatments on the labor supply response of the family appear to be at variance

‘ /

) with those of ‘Watts and Cain, He finds that the higher the level of normal total
-family earnings, the larger the negative experimental differential in family hours or .
A -~ . .
C ﬂearnings. His speculative explanation is that‘r . ’

.
.o .
' ~

Y




"this greater responsiveness may have reflected the
. concentration of famjlies with working wives at higher
. earnings levels. As has been found in other chapters
of this report,’ working wives respogg more than male - '
heads to the disificentive effects.” :

»

Thus, the apparent inconsistency among the three authors well may be reconcilable. :

Beyond excluding all families when they received AFDC-UF, Hollister attempted
to test further the impact ‘of the AFDC-UF alternative on his findings. Hollister
developed a special subsample.of families in.thf remaining six treatmbnt, groups who
typically would have received a higher NIT than AFDC-UF payment, given their normal
incomes and the parameters of the two particular program alternatives facing any one
of them. Using this small subsample, he concluded‘that differences in tax rates had
a bigger Jjmpact on work effort than he previously was able to uncover, but guarantees
had no impact. Given the f?ct that he was compelled in this.subsample to consolidate
all’ethnic groups, his confidence in these findings is very limited.

Supplementing hollister's analysis of the impact of AFDC-UF on the family's work
‘effort is Garfinkel's. His findings are that family labor supply, whether measured
by family earnings or family hours worked, was sensitive to the AFDC-UF program. The
S differences between the control and experimental groups were 6, 9, ‘and 13 percent,

depending on the use of assumptiOns 1,2, or 3. All three of his'differences were

statistically significant at or above the 5 percent lever, 33 .

As was the case with studies using non-experimental data, relatively little energy
was devoted to measuring the,impact of the NIT‘plans-on employment patterns. Holding
constant the characterisitcs of individuals and the §obs they held, éeymour Spilerman

. . .
» . I 4

and Richard Miller attempted to assess the effects of the generosity of "the NIT plans

on the rate of job turnover, the duration of unemployment, and the pattern of re-

employnient.3 Spii/;han and Miller did not adjust for the AFDC~UF problem, nor did

Nl

they distinguish between families with and without NIT payments. Contrary to their

L

v eXpectations, they found that job turnover declined with the increasing generosity /‘4

[:R\!:E the NIT plans, the latter apparently failing to induce added search in the labor market.

Aruitoxt provided by Eic:
PR Al




Again, contrary to expectations, plan generosity was not positively correlated with
the duration of ‘unemployment, although a hint of such a relationship appeared among

whites. Since Spilerman and Miller detected. evidence suggesting that workers at

low levels of earnings increased their job attachments as a result of receiving
P .

NIT benefits, they speculated that people treat such benefits as wége’inéreasés'on

4

current jobs. Lastly, the authors found some supplort for the vigw Ehar éenerous'
NIT benefits facilitated the movement of younger, more educated family hgadg into jbbé
with potential growth in earnings and satisfaction. We cannot be sure, ho&ever, that

Ly

they were observing something other than normal job mobility patterns among age groups.

The Study is limited by failure to account for the AFDC-UF problem, as well as by

4

the repeated inability to generare statistically gignificant results.

D. Conclusion

Our review of the literature on the employment of family heads in the low income

population and how it is affected by the guarantees and tax raées of welfare,programs

0 4 I
has yielded several major points.

1

1, Iq tﬂeﬁlow income population most family heads, female as well as male,
are employable. While onl; 15 percent of female heads of AFDC families are egployea
~ at any momept in time, roughly 40 percént work at some time during thrée &éars. -
Employment typically is part-year or part—time and at relatively low wage rates.
Not surprisingly, employment is moré prevalent among male heads of poor (not welfare
poor) families. During the year, roughly rwo-thirds of such mepwork at some time.
_The extensi@e labor force attachments of such women and men éuggests.tbat under the
existing walfare program most famiiies will work of their own volition at éome time;

and thus ﬁrrgrams‘which get them jobs largely will be affécting the timing of their work,

2, ~ Studies using nonrexperimental data suggest that guarantees and tax rates

. 9 " ’ .
in welfare proé&ams should affect work effort negatively. - The effects vary by sex,
, the work effort of women being mvre sensitive to welfare programs than that of men.

O e p?fecté for either group'are not sizable. For example, the consensus of studies

-y -
4 .
t./ . . . s . .
¢ . ‘ i
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using non-experimental data is that a $l,000\increase in the guarantee of a welfare '

) * » N ’

program should lead to a decrease in work efforf among male heads'of no more than .,

5 percent during the year. .. . . o iy

4

3. The first studies of the NIT experiment alsd suggest that work effort

[}

of low income persons is sengitive to income arantees, but they find no effect

4 1

of tax rates. Because of the surprise development of the AFDC-UF program in the

state where the experiment was conducted, the design.of the experiment was damaged
LY ‘ )
badly. Consequently, ve believe that although the data generated by the experiment

ae!

are useful in studying the’ impact of welfare on work the use of the original ex-

~

perimental groups in doing this empirical work is ill-advised. Reliance on the

2o

findings resulting from the early anal§ses of the NIT experiment should be limited.

4, Analyses of work effort in the lqw\income population and how it is influenced

. . +

by welfare programs concentrate on the quantity rather than the timing of work. Use-~

ful studies have been done recently on work patterns in the geﬁeral'population. This

study analyzes work patterns in our samples and how they-are affected by welfare

-

programs., .
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This is8 a title of a recent:book that emphasizes the: point AR e
S. Leyitan, M. Rein, and D, Marwick, Work and Welfare Go logether S
(Baltimore: Johns Hopkins University Press, l972); . ) ; - o ‘,

» A .
The AFDC data are fo® "AFDC mathers 'in the home, . In 1973 roughly 85 percent of
AFDC units were headed by females. Thus, the data in the tables’that follow )
largely refer to female heads of AFDC units, -not. simply AFDC mothers. *

»

Robert E. Hall, "Why Is the Unemployment Rate.So.High At ‘Full Employment?"
Brookings Bapers on Economic Activity, Voz., 3,.1970, p. 390. .

Robert George Williams, "AFDC And Work Effort The Labor Supply of Low Income Female
Heads of Household,” unpublished doctoral dissertation, Princeton University,
April 1974, p. 13. ;

B

&

Over 90 percent of all poor femaleMheaded families receive AFDC at some point during.
the year. (See: Barbara Boland, "Participation in the Aid to Families With Dependent

Children Program,"” in U.S. Congress, Joint Economic, Subcommittee on Fiscal Policy
Studies in Public Welfare, Paper/No. 12, Part I.) -

James Storey, "How Public WelfarevBenefits Are Distributed In Low Income‘Areas,"
in U.S, Congress, Joint Economic. Committee, Subcommittee on Fiscal Policy, T
Studies in Public Welfare, Paper No..6, P. 100 e

U.S. Department of Commerce, Bureau. of . the Census,.Current.Population.Reports,
Consumer Income: Characteristice of the Low Income.Population,.1972, Series P-60,
No. 91, December 1973, Table 30, -- - N

Williams, pp. 14 and 15. ‘ 2

» -
e »

U.S. Department of Commerce, Table 31.

<

Robert E. Hall, "Turnover in the Labor Force," Brookings Papers on Economic Activity,
Vol. 3,71972, pp. 709-56. See also: George.L. Perry, ''Unemployment.Flows in the
U.S< Labor Market," Brookings Papers on Economic Activity,Vol. 2, 1972, pp. .245-78;
and Hyman B. Kaitz, "Analyzing the’ Length of Spells of Unemployment," Monthly

- Labor Review, Vol. 93, November 1970, pp. 11-20.

rtmt— ’

The impact of income transfers on the aged and teenagers has received attention. ;
We do not review_the findings of these studies,

'Harold 'W. Watts, "Mid-Experiment Report On Basic‘Labor-Supply Response,'" in U.S.
Congress, Senate Committee on Finance, Income Maintenance Experiments, February 18,
1972, ppo 117"’80 *

M
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15, *

" 16.
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/ 117‘

18
19.,

20 .

-

Tl

-~Studies.in Public Welfare; Paper’No. 13} pp.;1=32 and PP-. 64-99; and Orley

)»

. studies ‘on- m alelheads ‘of families using ‘program data, ; . .

“Ashenfelter and‘Ehrenberg, pp. 21-22.

_ and the’ pther by Henry Aaron. (See: Irwin- Garfinkel, "The Effects of Welfare.on.

oy A v I R ‘.
sy P P ", DU -7 4 [N . R -, -
o . . . N L P B . L2 B e L . B -

Irwin Garfinkel "Ingome Transfer Program and Wdrk‘Effort~ AvReview'“ and L
Glen G. Caln and Harold W. Watts] "An Examination”bf‘Recent Cross-Sectional © . .
Evidence on ‘Labox, _Force ‘Response to Income,MaiﬁiéﬁﬁﬁcedLegislation," in LT
v.s. Congress, Joint Economic Committee, Subcommitteé. on, Fiscdl Policy, Lo )

. Ashenfelter, and - Ronald.Ehrenberg, "Using Estimates of Income and Substitution o
Parameters to Predict the Work Incentive "Effectd of Various Income Maintenance )
Programs' A Brief Exposition ang. Partial Survey. of the. EmpiricaI<Literature,f’; Co.
Teqhnical Analysis Paper No.. 1, Office of. "Assistant Secretary for Policy, N .
Education and Research U.s. Department cf LaborU,June 1973, pp, 6-9, ) 25 ,

Having no data Trom AFDC—UF and. Food Stamps economists have not produced any

~ ¥,

-

A compact description of the measures of labor supply used insthe studies using
non-experimental ‘data is offered in.Cain and Watts, pp.‘85 6
Between July 1972 ‘and July 1974 Food Stamp benefits have ‘risen 34 percent to offset
partially the fecent'inflation. The variation among male heads of families in cash plus
Food Stamp benefits ‘and in total.tax rates arises because AFDC-UF is not provided in most]
of the smalder. states, (These data are. taken from a very useful study® James R, ,
Storey,'"we;fare,in the 70's: "A National Sgudy.of Benefits Available in 100 Local L
Areas;" in U.8. Congress, Joint Economic Commitee, Subcommittee on Fiscal Policy, .
s%udies in gpblic Welfare,Paper No.. 15, July 22, 1974, pp. 8 and 53:) L .
1 ) ‘ -

- ?
[

Garfinkel, pp.‘20~27u ) . T - . .

‘. ¢

l

¥

Stote)f, PP- g and 53 . ¢ ’ > ‘ - ‘ ) ’ . *‘
The contamination of the NIT experiment by the surprise dévelopment of an AFDC-UF
program in New Jersey and by the presence of two similar programs in Pennsylvania
has received extensive attention in two previous. papers, one by Irwin Garfinkel

Experimental Response," in H. Watts.and A..Reas,. editors,’Final Report of New Jersey .
Graduated Work Incentive Experiment, Institute for Research on Poverty, University

of Wigconsin-Madison and Mathematica, 1974 .Part.C, chapter II; and Henry Aaron,
'"Lesgons from New Jersey-Pennsylvania Experiment," unpublished paper presented at .
a Brookings Institution conference on.the.NIT. experiment, April, 1974 )3
Ctiﬁ*and Watts, in assessing the non-experimental.studies of the relationship between:
income transfers and labor supply, point to.the isgues on which researchers are com-
pelled to make assumptions before they can.do. their work; and then indicate how
sensitive these research results are.to the.assupptions that are made. The NIT. | .-

experiments were launched to avoid.such problems; but the analysts ‘of the first <
experiment were forced by unanticipated developments to rely on a new set of question-
able‘asSumptions. ‘ . _ -, o -

Y] *l .
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22, Harold W Watts, "Labor—Supply Response of Married’Men,"t in,Watts and Rees, . ..
S PutA,dwﬁm:H&- . . AT e TN - T T TR
23 Ibid., p, 46.. . ot S ; - 'zﬂ_':, .

‘' . e L. N - . N T

24, Garfinkel's analysis extended to married vomén and the entire family unit. e
' . We report his results for these two groups when.we discuss below the papers ... .- ..
By Cain, et al., and Hollister. (Irwin Garfinkel, "The_Effeets of Welfare on e
" (Experimental Response.") . ‘ , _ i L . o
25, Using average earnings as his measure of labor supply, Garfihkel found insigni—
ficant differences for married women between the experimental .and control groups., .
In good part, this was attributable to a special problem, described below, which

LR

arose in gathering data. . - . o ‘.}-

26.. Glen G. Cain, Walter Nicholson, Charles Mallar, and Judith Woolridge. "The Labor
Supply Response of Married Women, Husband Present, in the Graduated Work Incentive
Experiment,' in H. Watts and A, Rees, Part A, chapter Tlla, ..

27. Cain, Tables 2 and 3, pp. 5 and 6.
28. Cain, et al., pp. 54-6 and 75-6 T - : . ‘:;"fj< o
29. Compare the results in Tables 2 and 15.in the paper by Cain, et al, = - CL

30. Robinson Hollister, "The Labor<Supply Response qf the Family," in H. Watts and

»‘A. Rees, Part B., chapter Va. s e . (R
31. Hollister, Tahles 4-11, pp. 16 and 25.- ) | , }' j:.i.'?’ ‘; ;}f'
32,7 Hollister,, -pp.‘ 19-24 and 54, R ' R
33: Garfinkel, Table 8, p.'39. . i : . L7 ST . J_V,ﬁ

N
[ 1

34, Seymour Spilerm&n and Richard Miller, "The Effect of Negative Tax Payments on Job
Turnover and Job Selection," in Watts and Rees, Part B, chapter VII,

v LN
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* [

Werk and Welfare Experience in ‘the Two Study Samples.
’ SOme Preliminary Observations

>
.
@

. . * . ‘ -

- - -~
- .. N -
- »

+ . In this chapter we iook at work and welfare’ experience in our two data samples

. . -
v ,*

to see if any relationships emerge without applying complicated statistical techniques.

B

We examine both work and welfare experience in two stages. For work experience, we

. first consider what distinguishes those who work at least some of the time from those

. .

who never do. Then we consider the york effort and earnings patterns of thoselhaving‘

-

4 s
- [}

B some work experience during periods covered by the data samples, Similarly for

" welfare experience, we look first at the difference between those who receive welfare

»
‘ .
v . s ¢ ) -

at least some of the time'and ‘those who never do. . We then investigate tle we1fare
experiences of'those who ever are recipients. it should be noted“that our later

-

. statistical investlgations of Work and welfare experience are concerned only with the,

-~

o
- . LY '

second stages of these two problem areas. Thus, earnings patterns are ‘studied statistic-

-

!, ally in chapters v and VI but only of, theée who at some time work, Welfare patterns

- ]
are stqdied statistically 1p rhapter VII in this case only for, those who at‘bome time
' receive.transfer payments. dhapter IV is non-statistical, investigating the Wisconsin
“ . % . ®
Ry data by a case hispory approach. Statistical techniques have the advantage that sev~

< ; . ' 5

eral explanatory factors, for a variable can be considered at one time in such a way

t ’ T that fhe sep;tate effect of each can be,distinguished However, a certain amount of ' '
simpliﬁication'and abstraction necessarily is involved This chapter together with
chapter IV, both non-statistical in method are intended to fill in the picture suggested
C by the’ statistical~investigations of chapters V,/VI and VII, and also to serve as a '

A check-on their results,
. . 3 ’




As noted, the data from the negative inocme tax experiment are derived from a '

. »~

, . e ' S )
set of thirteen quarterly interviews, administered over a 36-qonth period, one at

the outset and then at intervals of three months during the actual expgrimeq;.: Orig-

¢ .-

inally, 1357 families were selected- for the experimental and control groups. Ouf '

wogk on welfare patterns is done with a, sample of 894 families, chosen because con-

Iy .

.tinuous informatioh on their AFDC-UF and NIT, experience was available to us. Our . °

L3

work on earnings pattéfns is done with a much smaller sample because of missing

information:“ With respect to labor market activities, respondents were questioned

*
£

N about the nature of their labor force participation and earnings only for the last
» “ [y

week of each quarter. Continubus labor force histories were not developed. With
respect to welfa¥e experiences, respondeants were quegg}oned about their presence on

a cash welfare program at any point during‘tbe quarter and the size of their AFDC-UF

«?

payments for the quarter; records also weif kept on the respondents presence on a

» »

NIT plan and on the size of their quarterly paymen;s.2
e

Previous studies of welfare concentrated on a study of welfare status —- whether

. b
"

+ a family is on or o'ff welfare, This giyeé only a pa.’rtial pic;tur;a of the welfare .

12

experience of a fémily, siﬁ&e the amount of its transfe;,payment may ﬁluctuafe frequentl

Ed

~

even thougﬁ:;ts welfare status, "on welfare," remains &onstant. From anpther view-

0

point, the cost of aiding a family depends not only on the fact that it receives a

?, °

. ] . yi . } F)
transfer payment but also on the amount of that payment. ‘Thg availability of periodic

P

information on payﬁents permits analysis of such changes and is a major advantage

¢ -
- . Fy

. - . N R , 's ,
of the Wisconsin data set. The data on transfer payménts, moreover, comes from intér-*

views administered at éhort; frequent infer&als dnd were cross-céecked with re€brds
. * t ‘¢ LA

from the AFDC~UF and NIT agencies. In spite of the f}éﬁ that Vedividual changes in
. r ‘ '

welfare status were not recorded, a reasonably accurate.picture of changes in welfare

/ - -

»
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status can be deduced for each-family. Complete on-off-on again*cycles are highly
' , .

unlikely .to occur within any quarter. Therefore, changes id welfare status are likely

4

to be measured fairly accurately by recording welfare status at just one point during
* {
the quarter. In contrast to the longitudinal data available for aew York City, ours

v

do not contain direct information on the reason for movements on'and off AFDC-UF, on

L

and off the NIT plans, or from one traggfer program to another.3 _Nevertheless, we will

+

attempt to infer whatever possible about determinants of changes in transfer payments

»

in our later statistical analyses., This work is novel, since heretofore research:has

-

f 4
been confined by available data to analyzing changes over time onlylin welfare status,

not in actual payments. .
] '

- # o~

The absence of cantinuous work histories in the ﬁisconsin data implies'that we are

3

unable to measure directly the duration of jobs and unemployment. Of course, stated

-

:

-~

explanations for.changes in/employment status are not provided. Whereas changes in sel-

- ) ) 1 .
fare status can be reasonably deduced from once-a~quarter observatioms, such is n he

case with employment status. Hall estimated the duration of unemployment spells for
N : X h :

o

\\ . 1 . L] .
low~income males,yaged 30, during a period of relatively low unemployment, to be roughly

?

five weeks.4 Further, among those persons who experienced unemployment in 1969 16

.
L g »

percent had three or more spells of unemployment.5 _Such persons are likely to be con-

centrated in the low-income population: With unemployment spells being both short and
freéuent for certain persons, assessing employment status only in the last'ﬁeekqgf

Y

a thirteen week quarter runs the risk of inaccurately measuring work experience. Al-

though we cannot provide reasqnable estimates of changes in employment status, we can

> ",

offer an analysis of eqrnings, -both their mean over time and their variability for

each individual. Indeed, 4 family nay go on welfare not only because its members are

out of'work, but also (depending on the welfare system) because it is poor. Poverty

-

P

may come eitlier from no qgrnings or from positive, but low earnings. A fuller picfuxe

of the need for welfare arisesfrom s_study of earnings rather than from employment

\ . . \
° ‘ ¢ . » .
» . . . J
' - »

- status alone. | o ‘ N
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The second data set to which we had access comes from the Panel Study on Income

’

° Dynamics of the University of Michigan. Families in this natiohally representative

A\

¢ . sample were iaterviewed annualyy for five years.6 Fof our apalyses, we selected famil

- . - N

‘which were, except for the possible departure of any member, essentially intact} whos

incoxlne, inf t:he five years, was in the bottom fifth o§ the income dist:ribution;
p wgsse headyj.n not over 60 in ghe first year of fhe study. :There were 1635 such,fami
. . ]

-on the Miéh%gan data tape. Con;ianus work and welfare‘;istories also were not develo

.%? this'sépdy. From_ questions about labor force écti;ities in the past we;k ;%d about
f:we;ks worked during the past year, estimates were pade of ﬁéprs woéked and Loﬁfs un~
emplofed'far the year for the'fémi§§ head and spou;e. With respect to welfare activit
> ! R - .
-réspo;denté were'asked to pfoVide an egfiﬁate of the fotal amount of welfare payments
recei‘Fd by the family during th: year,- It\is thus even more digfiéult tP study e;;he

than with the wigsonsin data: We

weifare or employment status with the Michig

“ ’

-

shall again concenfrate on.explaining trangfer payments and earnings.

The remainder of this chapter divides into a description of the work expérience ;%

persons in the Wiscomsin and Michigan study samplesgin part A, of their welfare‘exber

ence in part B, and their work experience during periods in which their families recei
AN . i

.

v welfare payments in,part C. .. ° ‘ e .

« A. Work Experience

- 0

The firm attachment to the labor force of male hgads of low %pcome families is

borne’oyt By thé data we offer on the work behavior of male members of our t%o éamp}és

Table III-l,‘pQE) A shows that 92 percent of the ma%e heads iﬁﬂihe Wesconsin sa

-

‘worked at some time during the three year experimernt. To determine the basis for

the non—pérticipatidn of the remai:iffﬂz/ggrcent, the non-workers are divided in

othe third and fourth columns in theUpper pért of Table III-1 into twe- groups, diff-

ering in the amount of time the male head was in his original hougehold.-

1 N L4
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L4
TABLE III-1 + -

: Ho;krRelated Characteristics of Workers and Non~Workers

> Q@ - .

’ L B

A. Wisconsin Sample

. MALES MALES FEMALES
:éfé&- : cTet s * 4
. < ‘ . on- ¢+ Non- ’ .
L3 . . - Workers, Workers,
v - . . ‘. . Prsnt, Prsnt. . .
U ’) : . .Non- 6 Prds. More Than - . Non- -~
- Workets Workers or less 6 Prds. Workers Workers
Characteristics‘} - (N=820) (N=74) -(N-4ﬁ)ﬁ (N=30) (N=292) (N=602)
Mean No. Prds. Prsnt. (H) 11 5° N - 10 11
Mean No. Prds. Prsnt. (FS) 12 11 X .11 12 12
79’ 45 43 . 46 71 79
- 36 42 42 ° 42 .33 33
22 8 4 13 30 221
52 43 11 90 60 56
Pct.. Blk. & Span-Surname .’ 57 66 82 43 58 - 58 /
Pct. With Training ) 24 11 2 .23 14 . 8 '
Pct. Whose Spouse Worked . 30 65 30 43 » 84 9%
O )

B. _Michigan Sample

-

' L - ) MALE HEADS FEMALE,HEADS FEMALE SPOUSES
. - Non-— : Non- Non~
e . Workers' Workers -Workers Workers Workers Workers
Characteristics (N=1017) (N=46) (Nf442) (N=130) .(N=706) (N?ggg)
"Mean No. Prds. Prsat. . 4,5 4:3 5 5 - 4.3 4.4
Mean No. Prds. ‘Sourse Prsnt. "3.9 3.0 T - —_ - 4.1 4.3
Pct. With Children {35 . 82 4 80 . 77 ., 8 _/ 83 °
. Mean Age .« 39 50 . 41 ° 43 34 36 '
Pct. HS Graduates , 53 33 . 65 55 51 32
Pct. With Disability 31 . 710, 1 79 - -8
Pct, Disfigured . 13 . 63 ] 11, 40 - -~
Pct. Blk. & Span.-Surname . 57. 48 78 - 817 .- 57 * 55,
Pct. With Training 19 ° 15 19 tg - —
Pct. Whose Spouse Worked : 73 41 - - 98 N\ .93 .
A P T - - - . W T

.
P ) [ .
., .
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Notes to Table III-1 : ’ _

£ 4

1 4

In the notes to each table variables will be defined only if they were not de-
, fined in the previous tables. : e

S

A dash indicates that data are not available on the particular variable for the
indicated group; or that none should be.available, as in the case of information
" on a Spouse of a woman who always was the female head.of the family.

2. (H) and (FS) stand a1ways for "Head“%3nd "Female Spouse," respectively.

Definitions of Vatiables; ’ . : ‘ U R .
1. Mn. No. Pds. Prsnt. (H) and (FS): The mean among persons in the group of .
the number of periods that he (she) was with the family with which he”lived

at the outset of the study. Periods are quarters in the Wisconsin.data'and

~ ye/ars in thej Michigan data. ‘

,
. .

2. Pct. With Children <5: The percent of the, group that had at some time dur- -
Ing the study a child in the family that was aged 5 or less. y

3. Pct. HS Graduates: The percent of the group that completed 12 or more years
of schooling. - ’ 7

” - /.

4. Pct. Unhealthy: The percent of the group that was considered unhealghy as . -
a result of having some chronic, illness at some time during the experiment.
This measure is the #Elesh hea1th variable" on the Wisconsin staff'; ahaly-f

sis tape. aj/’ * ;

5. Pct. With Tr‘ining: The percent of the groupvthat,had formal job training ’
‘outgide of a regular school program. ’

6. Pct. WhoSe_ Spouse yorked: The percent of the group whose spouse ever worked
during the study period. BRI '

7. Pct. With DiSability The percent of ‘the group that ever suffered from a
disabling physical or nervous condition that would dmpair the ability to .
do a'certain type or amount of work during the study period

8. Pct. Disfigured: The percent of the group that was judged by the observation
" of the interviewer to suffer from a disfigurement that would limit the abi1ity
to find work., . !




. . ", - 16 - »_vcc‘z . — g — . — — =

. ;! ,' - . . - .7 7 N .
Of the 4% men who spent less than 7 of the-12 periods with their orig}nal households,

<

41 left between the time of their selection and the time the experiment began. Thus,

gince we do not know about their work behavior over the three years of the exper iment,

[

we cannot be.sure that’they are non-workers. Among the remaining 30 non-workers, bad
.health seemed to be the distinguishing characteristic. While 52 percent of the males
0 - . f . l["

who ever worked were over "unhealthy," i.e., had a chronic illness at some time during

the experiment, 90 percent of the non~workers (present at home for more than 6 ﬁeriods)

r = .
were at some, time unhealthy. . S
. In the Michigan study sample, non—workers also are a small minority, 4 percent,

“of the male heads. Again in this group, the distinguishing,characteristic of non—workers

13
o~ .

is their poor health° roughly two-thirds of them suffered from a nervous or physicél

Y

disability that the asserted limited the kind or amount of work the could do; while
£ y y
g’had a disfigurement which their interviewer felt —w

a substantially ovgrlapping gr

<

would interfere with their ability to find work. While such disabilities and con-

ditions ere cCommMon among wonkers, they were far more‘prevalent among non-workers.
. /

For the most part, male heaﬁs %f low income families stay out of thehlabor force
N £

entirely for K long periods only if\fhey suffer from some disabling condition.
£ . . P

. -4 . .
Also consistént with the review in Chapter II is the less prevalent attachment

/

«

to the labor force of female spouses and,femalé heads. In the Wisconsin sample,
only one-third of the female spouses worked ai any.time during the three .year experi-

ment. In the Michigan sample, over the longer period of five years, twice that fraction

L] .
“ . ,

of female spouses woﬂked at some time.* Among women who du ing the "study always were ,

femalé heads in’ the Michigan sample, '77 percent worked at soue Qime. In both study

samples, female labor force participation appears to be slightly more common if the

. male head is absent. In fhe Wjdconsin gample, male headsare present for, an aVerage .
[3

.

of lO‘periods in households here the female spouse ever worked' and are‘bresent roughly

10 percent more often in the households of non-workers. 'In_the Michigan sample, among o °*
> ‘
% * 4

I:C ’.— ' :- : 86 ’ ) . . 's.‘ . ‘ .




the women who always were female heads, the proportion of workers, 77 percent,is slightly

higher than the 70 percent among women who were female spouses at least some of the time

. 02
.

< Since the group of female spouses includes women,who'occasionally were family

" heads, the contrast between the two groups in work effort resulting from a male head' s

absence may be blurred. Note also\that working women are more highly educated than

non-workers, so that they may have superior wage opportunities. ' Also, they are less

likely to suffer from disabling conditions. Even so, disabilities are common among

-
L

workers: * ‘ - - . o

.
.

Having distinguished between workers and non-workers, we proceed with a discussion

g; work experience by using data only on workers in the two study samples. Before
going further, consider how the various "means" presented in Table III-2 and thereafter
.are,obtained. For each individual'in>the‘Wisconsin gample, we have twelve quarterly
observationg on many of the variables, like.hours worked'(measured as the hours worked»'

-~
" in the last week of each quarter). To reduce this information to manageable form, *
we first take the mean over time of h¥irs worked for each individual . Then an average
of those individual means is presented in the tables for each group of individuals

under consideration. . Similarly, the standard deviation of a variable like earnings -

’st calculated for each individual from his time series on earningSa The tables then

A "'

present an average of these standard deviations for all of the individuals in a
particular group. (The latter mean appears in the tables as "Mean std. Ddv. Earnings. D)

+

Our discussion og\the male and female workers in Tahles, III-2 and III-J is directed
. ' ' Al ! I

i s

.o

towards making initial judgments about the detérminants of low earnings, ?amilies\“

receive income transfers in our samples principally.because their earnings are

4

insﬁfficient, the insufficiéncy resylting &ither from earnings that are low regularly

or that are interrupted with varying frequency. Thus, we inquire as to why earnings
a - . -
are inadéquate, knowing that earnings ‘for the individual.ére equal to tne product

. .

¢
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TABLE III-2 . : - ‘o ’

Wbrk-Related Characteristics and Work Experience of Male Heads of Families,
. _ By Hourly Wage Rates and Hours Worked .
E3
A, Wisconsin Sample
8, o 4
; .
Mean Wage Rates

.01-2,40 , 2,41-2,80 :..2.81-3.20 . 3.21-4.80 4.81+

Characteristics (N=206) - (N=195) ° (N=183) (N=201) (N=15)

Pct; With Childrensx 5 74 81 79 83 .73

Mean Age / . 38 35 37 35 35. .

Pct, Unhealthy, 56 54 51 - 48 40

Pct. Disfigured - - - - -

Pct. HS Graduates . 16 21 26 27 27

Pct., With Training 21 . 24 - 28 24 53

Pct. Black & Span.-Surname 54 61 57 . 59 20 o

Mean No. Pds. Empl. 8 10 . 10 11 ) 9 ‘
"'*Mean Hrs.Worked 27.7 31.3 33.1, 34.2 24,1

¥Mean Hrly.Wage Rate . - - -= i - .

Mean Earnings 731 - 1015 1197 1447 . 1658 ) :

Mean Std.Dev. Earnings " 308 364 . 406 \ 468 886

Pct .With 3+(2+)Jobs 32 28 22 : 13 ' 33

_ Mean Hours Worked

K ‘ 1-20 21-30 31-40 =~ 41+
Characteristics (N=155) (N=118) (N=324) (N=187)
Pct. With Children §5- 79 78 78 82
-~“Mean Age . . 35 36 38 37
Pct, Unhealthy ' 65 , 62 50 39 Z
Pct. Disfigured ’ -— - - -
Pct. HS Graduates 19 17 24 27 .
Pct., With Training -~ 26 25 22 28
Pct. Black & Span.-Surname 65 ' 54 - .59 45 .
, Mean No. Pds, Empl. 4 9 .11 . 12
Mean Hrs. Worked : - - - - “ »
Meap Hrly. Wage Rate . 2.65 2,95 2,92 2.89
Earnings i . 618 v 933 o 1212 . 1438
Mean Std.Dev. Earnings : 467 - 562 . . 339 325 ‘

Pct. With 3+(2+)Jobs 30 29 20 ’ 15 -

’
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~ TABLE III-2 .

continued

B.

Mean Wage Rate

-~

Michigan Sample

Mean Hours Worked

> .01-1,60 1.61-2.50 2.51+ 1-1000 1001-1800 1801+

Characteristics (N=354) (N=377) (N=285) (N=101) ’(N=246) {(N=669)
Pct. With Children 5 84 82 80 85 84 82,
Mean Age , 42 38 | 37
Pct, Disabled 43 27 22 64 43 22
Pct. Disfigured 21 10 8 41 15 8
Pct. HS Graduates 41 56 65 51 55 53
Pct, With Training 14 18 26 20 20 18
Pct. Black & Span.=-Surname- 63 57 . 49 55 58 58
gean No. Pds. Empl. 4.3 4.2 4.2 2.7 4.3 b4

ean Hrs. Worked 1981 1964 1864 - - -
Mean Hrly. Wage Rate - —— . —— 1.91 2.20 2,06
Mean Earnings , 2278 3895 5940 926 3266 4590
-Mean Std,Dev. Earnings 793 1082 1664 862 1404 1062
Pct. With 3+(2+)Jobs 8 - 34 *30 1 25 43

. . ¥
' 3
I
o
) - ;*
. S

4,
.
Ay




-

N . i . .
280 - . -

Notes to Table III-2

In each of the "mean"variables 'appearing below, that mean should be interpreted’

" in the following way. First, the mean over time is calculated for each individual

forthe values of his wage, for example. Then, an average of these individual meansg
is taken for the individuals in each group. It is these gubgroup averages or means
of individual means that appear in the table. : ) :

Definition of Variables ) | l -

’

~ 1. Mean No. Pds. Empl, Ty Based on the .number of quarters in the Wisconsin data

(years in the Michigan data) during which perSOns in the group were employed
at some time. - . .’

2. Mean Hrs Worked: Individual-and group means based on hours o work per week
in the Wisconsin data (per year- in the Michigan data).

é

3. Mean Hrly. Wage Rate: Based on the hourly market wage rate. The mean for each
individual is calculated, for periods in which he is present and for which a
positive wage is available as a result of employment by dividing earnings by °
hours worked. Wage rates in both data sets are deflated by consumer price indéx

" (1967 = 100). - ' - ' .

4. Mean Earnings: Based on quarterly (annual) earnings caleulated over the number .

of periods during thich an individual is present in his’ original ome. Earnings
are deflated by a price index (1967 = 100). .

-~ r

5% Mean Std. Dev. Earnings: Earnings used in this calculation are defined in the

previous footnote. The standard deviation for each individual is calculated
for earnings over the 12 quarters (5 years in ‘the Michigan data). Then the average of
these is calculated for each grqu of individuals. N

" 6. Pct. With 3+(2+)Jobs: The percent of persons in the group who had 3 or more jobs

in the Wiseonsin data (2 or mmore in the Michigan data) during the course of the
respective study periods. - .

7. Mean Other Family Income: Based on mean family income for each individual, which
is income exclusive of his own earnings and income transfers from welfare or
NIT; is deflated by the price index; and is calculated 'over the entire 12 quafters
in the Wisconsin ‘data (5 years in the Michigan data).
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: - TABLE s 5 e c'— -
WOrk-Related Characteristicsvand Work Experience of Female Heads an; Female Spouses,
By Hourly Wage Rates-and Hours WOrked ) R
, AL ‘Eichigan Sample o ) .

Mean Wage Rates Mean Hours ﬁorked

501-1800 1801+

Note: ' -

Variables in this table are defined in the notes to*Tables III-l and III-2,

.

’
2

’

<

. .01-1.60 1.,61-2.50 2.51+.- 1-500
Characteristics (N=452—— (N=142) (N=30) - (N=128) (N=157) (N=157)
Pct. With Children~< 5 82 70 90 © 81 80 . 80
Mean Age 40 37 35 40 41 -, .. -42
" Pct. Disabled T 39 23 30 727 48 .33
PcE Disfigured 10 9 7 22 10 Y “4
Pct. HS Graduates 63 79 77 , 65 65 ' 66
Pct.With Training 18 22 30 16 16 24
Pct. Black & Span.-Surname 73 68 - .57 80 73 82
Mean No, Pds. Empl. 3.3 3.7 3.1 2.1 4.3 5.0
"Mean Hrs. Worked" 1035 1249 1027 - - -
Mean Hrljy.Wage Rate —— .- - 1.33 1,37 1.44
Mean Earnings ) , 1168 2375 2830 235 1373 2692
Mean Std.Dev.Earnings 509 4 970 1559 301 , 854 755,
"Mean Other Family Income 1817 2179 2327 . 2660 1998 1072
S 3, . .
? — R
. —_— FEMALE SPOUSES .
' . Mean Wage Rates Mean Hours Worked -
. ] . .01-1.60 1,61-2,50 2,391+ 1-500 _ 501-18Q0 1801+
Characteristics (N=508) (N=150) (N=47) (N=366) -(N=249) - (N=61)
‘Pct, With Childred g5 .80 81 - 85 81 85 61
° Mean Age 35 33. 30 34 .33 ~ 38 °
« Pct.—Disabled - - -, - - -
Pct. Disfigured == B - - - .=
Pct. HS Graduates .. L 43 68 79 50 51 53
Pct., With Training - > - - - ) — -,
Pct. Black & Span.-Surname 62 ' 49 b 28 42 43 v 38
Meaa No. Pds. Empl. 2.7 7 2.7 & 2.5 2.0 3.6 4,9
Mean.Hrs. Worked 585 607 4 509 - - , -
Mean Hrly. Wage Rate - - - 1.37 1.46 1,30
Mean Earnings . 835 1528 2134 557-,* 1562 2304
" Mean Std. Dev. Earnings - '1010 . 1359 1945 468 963 709
Mean Other Family Income 4236 4734 5517 4860 4287 7 3616
v i R
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A '\/‘rABLE 111-3 ;-
s chtime . - |
‘ i B. Wisconsin- Sampl ' . 1, .
- Lo : . FEMALE SPOUSES
_ "Mean ‘Wage Raté . Mean Hours Worked®
. : SR .01+1.60 1.61-2.00 2.01-2.40 2.41+ ,01-3 3.0l-6 6+
Characteristics’ _‘ (N=39) (N=109) (N=68) (N=59) (N=56) (N=35) (N=184)
‘Pet: With Children < 5 - . 67 - 70 69 . 80~ ..73: 86 68
- Mean Age : J + 35 33 34 337 .33 29 34
Pct. Unhealthy 51 . 6§ /,-__,5.\ 58 68 69 56
* Pct.-Disfigured - T i - - s~ -
Pct, HS Graduates 33 .27 -35 32 - 30 26 32
Pct. With Training 5 * 15 18 . 19 1{0 . 20 14
Pct. Black & Span.'Surname 41 58 - 68 53 . 46 . 40 . 63
Mean No. Pds. Empl. - 5.6 4.6 67 o 7.1 1.3 2.7 7.7
. Mean Hrs. Worked . 11.4,  10.6 18.5°h% 17,40 = o
Megn Hrly.- Wage Rate - .- . S - .1.90° OZ.O’8 . 2.11
Mean Earnings . 170 - - 221 « = 462 539/ -39 105 479
+ Mean Std.Dev, Earnings ) 150 232 326 385 107 229 337
‘Mean ‘Other Family Income 1232 1249 1288 1461 1340 1370 1277
. ’ - H
. «~ ; ‘
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-
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of hours worked and the wage rate., Consequently, e@:éée what factors are associated

.
.

3

with differences in wage rates and hours worked, the workers,are grouped by their

v
. .

'average hourly wage rates and their average hours worked in the two tables. ’

Turning to the tables, an interesting peculiarity arises fo; male workers in

<

the highest wage rdte categories.- In the Wisconsin data, for example, note that ) P

\s. v, .

workers whose hourly wage rate exceeded .$4,81 have fewer hours worked on the average

M ‘

than workers in the lowest wage rate Fategory This could suggest the existence of

.
.

"backward-bending labor supply curve." The standard expectation is that workers

will take advantage of the greater earnings opportpnities,open to them by increasing

their work effort in response to higher wage rates. Such behavior yields‘a positively

Py

sloped supply of labor curve. However, it alsojis possible that workers reach some

]

‘wage at which they decided to take ad antage of tlie increased-well-being offered -

t

, by a“yet higher wage by actually deéreas ng their hours of work. ‘If the latter is the

L

" case, we observed a‘Packward-bénding labor supp{j curve. We do not believe that thisv

'

is whdt We are observing in this gnstance. Rather we think that the phenomenon being

¢ H

observed is an arpifact of the manmer in which the Wisconmsin and (our version of the)

R . @ ¢

Michigan samples are comstructed.To fall into either sample, families had to have

relatively low annual incomes: High wage workers could, appear in a low income sample

only if they worked relatively few hours per year. Thus; the high wage workers inthis

sample constitute a group that is, 1ikely to be unrepresentativé of all workers who

work at such wage rates. What we well may be oBserving then in Table III-2 is the

-

entry into the two truncated samples of only those high wage workers who experience

1 E-3 ’ .'}

subgtantial unempldyment. i : ‘ ) '

Excluding the peculiar high wage category, we note‘thEt low wage rates,are agsoclateq

with less education and formal job training, as well as with a higher incidence of bad
/ . .

health .and disablement. Similarly, low average hours wonked over'time is associated
-

,v-«

' with less education and training, snd especially with the greater prevalence of dis-

abling physical or nervous conditions. ‘

- . ¢ ‘ .
. . b !
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> Workers earning low wage rates not only suffer more from disadvantageous |

-
. ’ -

eharacteristics, but also encounter more diffiiulties in the labor maszt which, .

. ' - . ’ g
in turn,account for their low earnings. Looking at thé male workers grouped by
their’‘wage rates in Table {gI—Z, note that low wage .workers are egployeg for, fewer
~ <
_periods and, reflecting theixr periodic unemployment, average fewer hours worked per

week than do hdgh wage workers. Moreover, job stability séems to be positively

. associated with the wage rate: lowef wage workers experience more job &hanges than do

high wage workers. Combining the information on hours worked with that on job changes

suggests that low wage workers often experience unemployment when changing jobs
L4
”» N
_ rather than going directly from one job to anothef. In suh, the data in Table III-2

.

suggesh that the association of low wage rates, frequent job changiﬁg, and:periodic
uneméloyment together contribute to the low earnings experienced by low wage workers.

- Examining the data in Table III-2.which Eroup the male workers by their average

7 1
9 \ PR -

¥ ~. .
hours of work, we note that those who work feker hours, like those who work at lower .

»
»

wage rates, more frequentlysexperience health problems and generally have more limited
zdueations;'gThey'have not, however, been exposed less often to formal job training)

J ~

.ConsErasting those in the lowest hours worked category both in the Wisconsin and Mich-

.

igan gata with those in all of the other hours categories, we seé that-those who
.

-

worked relatively 1itt1e did so at relatively low wage rates' ‘and also worked in

ve;y few pe;iodso Thus, very low earnings seem to result from persons with low

.

wage rates working very few hours,  because they frequently have‘long stretches of

»
. * - 4 .

no wbrk at all._ - . ’ /// ' Y. .
» J f\'
.Some taution is needed in interpreting the mean wage rate for each hours category
d ‘- < . T - . . ,

.because of the aispersion in wage rates within each category. In the Wisconsin data,

- ’ 1

///for example, 9.6 percent of those averaging 21-30 hours worked had an average marLet

0 ]
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wagg of over $4.40 per hour; only ?.7 and 2.3 perCent; respectiveay, of those in the' \

—

two highest hours categories had hourly wage rates exceeding $4.40. Differences

. [

in mean wages from one category to another provide only an imperfect measure of : /' 5

differencgs in the distribution of wage rates withig’each fategory.
& ° - T &
In examining the work experience of women in the two sets, we concentrate our

-~

discussion on the Michigan data‘ where information exists both on female heads of
families and female spouses We continue in the Midhigan data to separate women'

who always are female heads from those who either a1ways or sometimes are female

-

-

spouses and again inquire into the sources of low earnings. In the.Wisconsin data,:

. -,

. - ) y
most women were spouses for most of the period: conééghently, female spouses and .
* female heads were not'separated. Thus, as in the discussion‘of low.earnings among men,

L " -~

4
we group the working women by their average hourl& wage rates and hours worked°

With respect to work—related characteristics, the dita in Table III-3 indicate

that womer who receive low wage rates are likely "to be black.or Spanish-surnamed and less

o v .0 . .
highly trained and educated than are high wage workers., As with males, a distinguishing

. %

characteristic of women who work fewer hours per year is the existence of a disabling

< 4 ~

' physical or ner%ous condition. Qur crude measure of child care responsibilities suggests
that only among female spouses ddes the presence of young children.differentiate ’z

women who work varying numbers of hours. . ‘GD' . . .

£ .
-s

-

‘As in thf case of male heads, differences in mean earnings a?ong women are associat

with;differences in wage rates and hours worked. Again,(though it is not only low- . »*

5

wage workers who work limited numbers of hours‘ ‘For female heads and*ﬁemale spouses

.o
’
[ . A

in the Michigan data, the number of annual hours worked}across the'three wage rate

categories are, respectively: . 1035, 1249, and 1027; and 585, GQZ, and sbéolfThis -_

may result from the truncation of the gample by annual family incomeo_ That is, “

in a sample confined to low and moderate income persons, women earning very high -

wage rates could not enter the'sample unless they work few hours cerpainly.highfwaged,
1 . - N [ ¢ s
‘ L7 .. ! ' , . ) .

. . . .
. ' - A A

,
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hours per year,

&

s

female spouses of ‘working mafzs could not enter the sample ‘unless they worked few

L] &

’ R
Two concluding points in this section ori work experience relate to information

-

.
)

on the impact of welfare on the work effort of females and on the composition of

family income. ,

.

.

[y

Shown Just below are uggestive data on the effects of available income transfer ”
“ o~ .

, programs on the work effort or women,

into four groups.

State Groupings

‘
v

' These result.from a division of the states

v

‘o

1 4

Average Annual Hours Worked by Heads of:
= .
Female-Headed Families

Male-Headed Families

” -
-Low Guarantee-Low Tax Rate 1842 y e ’ 1063 -
Low Guarantee—High Tax Rate T 1954 : 879 - - 4(
High" Guaréntee—Low-Tax Rate l53} ) .707 .
High Gu#rantee—High Tax Rate . 1752 . ’ ‘ 598 o

.

Those having maximum annual benefits in 1267 of $2200 or less for a family of four

~

those with a "high guarantee."

[S

e

elfare incoile are called the "low guarantee"

states, the remaining

-

'Those states with especially low

tax. rates that result from complicated benefit formulae which are designed to, ré-

strict assistance payments to low levels are labeled "lov tak rate" states,, whereas

.

the remaining jurisdictiors are considered "high tax rate" states.
A ]

'o

’

Their cross~‘

‘ classification yields four groups of available state Welfare programs,‘varying .

Very rdughly;

crudely in the degree to which they offer recipients incentives to w?rk

.
L

we Would expect work effort for, a given family type to decline as we go from the
( 1

low guarantee—low tax rate antes to the high guarantee—high tax rate states, if

loW'guarantees and low tax rates are least likely to reduce labor 53§p1y. Families

. . .
[P . LS . ! ‘ .
o « ot . ’ -

+,

E
E
B
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which always are female headed, those predominantly affected by the existing

AFDC progrem for example, experience a dramatic declfifie in hours worked among

_ the four groups of states. While in the low guarantee-low taz;%atE‘states;;

annual hours worked for f;ﬁéié heads 6f families was 1,063 over the five years,
it was- 598, or over 40 pe;cent less, in’the high guarantee-high tax rate states.
Again, though, the reader should recall that this finding fails to control for °
mény factors, incldding labor market conditions, and shgula\be~regarded only as

suggestive, . P .
4

- A last question in this non-statistical analysis of the work experience and
earnings of low income families in. the sample relates to the tomposition of

"family income. The data in Table III-14 indicate that.within the Wisconsin

sample there is an inverted U-shape relationship bétween total non-transfer family -
. | S ’

income and the proportion of it contributed by the male head. Male heads conim\“f

-

. 4 ° -
tribute little to the income of the poorest families, but, in additjon, thq,ézn—'
tributions of other family members are small in absolute terms. Higher- family

. h ¢

. -
income in general comes from greater earnings of the male head. *But since the

earnings cdpacities of males in our sample arg limitedd’tﬁé highest family’incomes

-

occur when the male earnings are supﬁlemgnted by eq;ningg‘bf other family members.

" - L
r, -

' Y !
The data in part B of Table III-4 reflect the.large relative contributions of

g

/fgmale earnings to family income at the extremes of family income in this sample.

Fd—==
B. Welfare Expgriénce )

(::/ Paralelling the discussion of work experience, we begin by distinguishing ‘ ;

-
between families who sometimes and neyer received income transfers from AFDC-UF

(or AFDC) or NIT during the stggy pé{iods. ‘Given the rules of these transfer programs,’

-
s
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TABLE III-4 -

~ Average Céntribution of Male Head's Earnings dnd Female
. .....Spouse's Earnings to Non-Transfer Family Income__ __ __

& i -

—

-

Mean Non-Transfer Family Income

A, Male‘Heads

. Average Ratio in Income Class of Male's

S

(Over 12 Quarters) Earnings to Non-Transfer Family Income
$1 - 500 - 47 ,
501 - 1000 o 57
1001 - 1500 76
1501 - 2000 .78
" 2001 - 2%00 68
2501 - 3000 ) 59 :
3001 + ‘ . 48 . - -
.. rd

A

-

Meaanon-Transfef Family Income
(Over 12 Quarters)

A

B. Female Spouses
> <

Average Ratio in Income Class of Female's

Ten

A
H

Earnings to Non-Transfer Family Income

A »

v

$1 - 500. 13

501 - 1000 g .
1001 - 1500 6
1501 -~ 2000 5
2001 - 2500 , 9
2501 ~ 3000 Y 10 ‘
3001 + L 13

%

1

%
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1
we would expect that variables measuring family size, the head's health, the presence
¢

of'young children, and family income and its variability to affect participation

in tmrdzféumuunjhapmri,_given_thecharacteristics of a population, -

P

the;program rules t a-selg_g_gbYiggslr:;gfluenceithe_extent_nfzpaztinipation

By separating those who sometimes from those who never received/’ C-UF
(or AFDC) or NIT, Table III-5 allows us to investigate the impact of the factors Just
listed. Examining first the data for the Wisconsin sample, we note}éhat laréer
families, presence pf young children, and i1l health of the male head all are sone—

what more prevalent among those ever on AFDC~UF or NIT than those who never receive l

welfare payments. Clearly, though, the key factor differentiating AFDC-UF (or ‘AFDC)

récipients from those never receiving payments from that program is family income

.

(exclusive of welfare) The sharply lower and more highly variable incomes of

AFDC-UF"’ (or AFDC) families appear to be partially attributable to the more frequent

absence of male heads from their familiés. An interesting faét is that the differ-
3 .

ence in income level between NIT and non-NIT families is small compared‘to the

difference between AFDC~UF and non AFDC-UF units. This results from the’condition

o

that male heads either be absent'or totally unemployed before:their families can
. B . A .

‘receive AFDC-UF (or AFDC) payments.

For both male and femsle-headed families in the Michigan sample in Table III-

-

differences in income and family size énd the prevalente of disabilities distiéguish

recipients from non-recipients. Here, the ‘measure of the presence of young/? ildren’ _
1

suggests ho effect. Only 20 percent of the male-headed families ever were, recipients

compared to 62 percent of those with female heads. 1In part this ig due to the

> .

more limited availability and greater stringency.in requirements of AFDC-UF programs

compared go AFDC. However, the table shows snbstantially lower,incbmes for female-

"headed families, accounting for at least ipne.of the difference. The effect of, program

~ .. f
- SN 4
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TABLE III-5
Fe

By Potential Transfer Program

-

Wisconsin §§§Pl§"£

A

Characteristics Related to the Receipt of Income Transfers,

o

4 -k A. SO ) . —
ONAFBC—orAFBE-HF————— ONNIT
. ' Sometimeg Never Sometimes Never
; Characteristics (N=266) (N=628) (N=521) (N=63)
" - Mean No. Pds. Prsnt. (H) 9 11, 10 11
Pct. With Children 5 84 73 80 71
Mean Family Size 6.4 5.8 6.0 5.9
Pct; Unhealthy (H) 59 48 53 49
Mean Qtly. Non-Trmsf. Inc. 957 1620 1355 1578
Std. Dev. Non-Trmsf. Inc. 520 525 447 530
, B. Michigan Sample
MALE HEADED FEMALE-HEADED HEAD CHANGES
y " Sometimes Never Sometimes Never Sometimes Never
Characteristics (N=166) (N=657) (N=355) (N=221) (N=112) (N=128)
* Pct, With Children g 5 78 83 76 85 86 77
* Mean Family Size _ 6 ° 5 5 3 6 4
Pct, With Disability (H) 69 36 66 - 42 - -
Pct. Disfigured (H) 25 14 23 11 13 11
Mean Annl. Non-Trnsf.Inc. 4341 6097 2002 3940 4127 6232
Std. Dev. Non-Trnsf-Inc. 1555 1966 1127 1262 2440 2846
Pct. of Families in Prgm: / . /
“Low Guarantee-Low Tax 17 54 41
Low Guarantee-High Tax 15 58 37
High Guarantee-Low Tax 37 70 63 .
High Guarantee-High Tax .32 70 “63 ’
’), '
i f i /
! - <
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~ Notes to Table III-5 ‘ _ .

All earnings andincome daty in TABIES TIT-5 through I11-8 are not
deflated -by a—price -index; ———==—""""— - o

{ ¢ T
. o . /

{

Definitions of Variaéles:

N ;
. 1. Mean Qtly. (or Ahnl,) Non-Transf, Inc,: This is a mean among families ’
in a group of mean family income: over the entire study period., It
excludes only AFDC-UF (or AFDC) and NIT payments from family income
per quarter in the Wisconsin data (or per year in thke Michigan data).

It is not deflated by a price index,

2. Std. Dev. Non-Transf, Inc.: This is a mean among families in a group
of the standard deviation of the non-transfer income measure just
defined,

3. Pct. of Families in Prgm.: The 50 states and Washington, D.C., are
grouped according to the level of benefits they offered a family of
four with zero income and according to the benefit formulae they used
in 1967." The states are listed by group in footpote 7 to the text of
this chapter, - ’ :
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z

parameters“n welfare participation can be seen from the data on participation rates

in the four groups of states. In the states with low guarantees and low tax rates,.

7 ~ 7 .
for example, 1/ perceant of the male-headed families were reeipients of cash -

assistance at someAtime. In the states with high guarantees and high tax rates,
. . .

the participation rate (over time) was 32 percent. In the former group of states,

mean income amang all sample families averaged $5427 annually, while in the latter

group of states it averaged $6509 annually, nearly.$l100 more per family per year;
Restricting attention now to recipients, we copnsider the factors associated

with extensive dependence on such transfers. Again, variables like family size, the

" head's health, family income, and program parameters all should be related to the 1

degree of dependence over time on cash transfers. As noted in the introduction
1

o

to the chapter, two measures of dependence are available. on and_off status; and amount

N . ’ |

of welfare or NIT payments per period.

. In Tables I11I-6, 7, and 8 families are grouped by their average income transfer

payments for the purpose_ofAdetermining vhether the variables just mentioned are assoc- ]

d '

iated with the extent of dependency. Table I1I-6 divides the families in the Wis-

consin data into two groups, one containing those in the control group and the other

V‘\. "‘w \/‘,g -

containing all those in the various experimental groups. Families in the experimental
)

in TabletIII—G that families heavily dependent on AFDC—UF (or AFDC) suffer dig~-
proportionately from the absence of their male heads and are also somewhat larger
than families which have slight dependence on such welfare. For broken families,
apparentl;LkAFDC-UF probably offered‘a more attractive package of benefits than' .
yIT, since the formerlincluded Food Stamps and Medicaid besides AFDC-UF payments.

By contra €: as seen i§ the Table II-7, which groups the experimental‘families

.t . . . N
within theér various treatment groups by their average NIT payments, extensive

7

-

S S0z L | )

- groups had the option of going on AFDC~UF df they preferred it to NIT. We observe -

.5




P TABLE III-6 <

e Extent of Dependence on’ AFDC-UF (or AFDC) Program,

: - - ¥ Experimenta&-eontroi—Statns
.; e (Wisconsin Study Sample)
) AFDC-UF Payments AFDC-UF Payments
for : . for

Experimental Group " Contrel Group

' $1-2006- $200 + -$1-200  $200 +

(N=55) (N=121)  (N=28) -~ (N=83)~

,_Meaanb. Prds. Prsnt. (H) ) 'Li, N 8 .0 :9 .

Pet. With.Children <57 . 1 8  .ek g0
M%n?mubrﬁze ; ,f" j?;gk.A ,,&5’f~f“‘ﬁlw¢;;xf%

‘ &, Petcent Unhealthy . yj Tt /. SR A v 75 Y
Mean Qely. Earnings (H) oL 10T 766 - 10Q§- Q“:jai
Méan Qtly‘ Earnings (FS) fj 'f ) ,i&qﬁ‘.:Ju,d 54 - ,' | 147 66 i

: Mean Non-TrnsE Inc;,~ © .. 1346 . 738 e }3&1 "'&Z 891 '
‘: ' ) "‘/ ) ‘,, ) . . - . ’f, l . b ‘_ ~
3Mgan Std. pev. of Incg S 608 475 . 574 %1 5274, t.f
N o S o S T A
Ratio of Pds. én NIT to -+ .. " ~ i/8 - _ 4.1 oz w0100 %
1 Pds. on. Both SR S o

Earnings and income measures in this table are not deflated by a price index.

‘ 'Definir&on of Variable

Raﬁio of Pds~ on NIT to Pds. on Both' This is simply the ratio of mean number
of peri¢ds for which families in a group received NIT payments to the mean number
_of periods for which families in a group receivéd either NIT or AFDC~UE (or AFDC)

payments.

;. t .
R 4
" .
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\ , TABLE III-7

Extent of Dependence‘on NIT mnwmnml.‘W% Experimental Group and Mean NIT Payment

“

]

\ , S
(Wisconsin Sample) , - - - -t
. . g
NIT Payments for Experimental Groups
. * ¢
. 50-30 50~50 75-30 75-50 . - 15-70 ~ 100-50 100-70 125-50

$1-200 200+ 1-200. 200+ 1-200 200+
(N=36) (N=4) (N=34) (N=0) (N=26) Azummv

1-200° 200+ 1-200 200+ 1-<200 2004+ 1-200 200+ 1-200 200+
(N=70) (N=14) (N=32) (N=5) (MN=18) (N= bwvnzubwv mdnHQVAZIva (N=103)

' ‘Mean No. PCs.Prsat.(H)| | 10 8 9 0 8 .11 .10 9 i 10 10 1 Ir 12
Mean Family $iz6' . L] | 5.9 4.9 5.9 0 5.0 6.1 ‘6.0 59 6.1 57 6.3 6.5 ‘6.2 U6.0 5.1 6.1
Pct. Ushealthy(H), H 50 75 4 -0 31 52 - 40 64 59 80 39 73 49 61, 32 64
Mean Qtly: Crngs. (i) 1018 203 1041 © O 920 1221 . 1248 562 1060 281 1231 - 952 1307 781 1429° 1186
Mean Qrly. Erngs. (Fs) [+.| 93 150 151 0 222 56 137 39 178 215 --281 56 208 . 34 164 .77
_Mean Mon-Trnaf. Imc. || [1162 765 1324 0 1264 1385 1493 783 1488 666 1642 1084 1581  907° 1738 1411
. i .. N
Std.Dev.Non-Trnsf.Incl _SH 508 530 0 486 516 . 577 616 598 588 648~ 488 570. 506 ~ 524 497
Ratio, of Pds. on NIT |tio M 7/9 HM,\HN 3/6 0 -6/9+ '11/12 S/7 11/12 3/5 9/9 6/8 \.H.,H,\HN 5/7- 11/1 6/9 - 12/12
Pds. on Both|. | ~ . N - R
Note to Table III-7 | : o . e . .
mmmﬂwsnw and income m mmsnmm are calculated as described in the . . T . ST
. footnotes to Table HHH <2 |and HHH»@. respectively; except that ) ~ o t
here, as with income in umvpm I1I-4, they are not deflated by . N R
a price index. _ . ¢ T - T N
;T . < © » . 4 "

- ‘ .

(ol

-
5

Q
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: : TABLE III-8 _ - —

Extent of Dependence on Welfare, By State Group, Family Type,
and Amount of Annual Welfare Paymeats ___ —

L s e (Miﬁchisé?&agm}ez__-;_,,,-,-,;--a_w;,gg;_,,,‘_:ﬁ_,,wmw
State Group, Family Type, Amount of Annual Welfare .
[‘ﬁ Low. Guar,, Low Tax - »
M » F. Hd. ~ Hd. Change
: ’ $1-1000 1001*\» -1000 1001+ 1-1000 - 1001+
Characteristics (N=30) (N=22)“ T (N=38) (N=41) (N=11) (N=22)
Mean Family Size . 6 7 ‘4 6 .5 - 7
Pct. With Disability” (H) 70 91 76 56  -- -
Pct, Disfigured (H) "33 36 .18 20 18 9. '\
Mean Annl. Earnings (H) 2359 1456 - 1362 918 3896 3373
Mean Annl. Earnings (FS) 511 * 489 1 - . = 1449 978
. ’ a0t ‘.
Mean Non-Welfare Inc. " 3645 3556 2117 1995 442f%fﬂ351ov -
) a ’ . i A / ;
std. Dev. Nom-Welfare Inc. . 1276 1458 - ' 1911 1083 ' 2181 1738, .
A . > : - . }/.

; | . 1-1000 1001+ 1-1000 . T001+- -1-1000 1001+
Characteristicé R ’ (Nﬂlg)a (N=28) (N=?5) T (N=96) (N=9) (N=l9)‘
Mean Family Size e . S 6~ 5 ‘44 5 ? 5 L6 'fa,
Pet. With Disability (1) 47 82 T6;3 63 - e E .
Pct Disfigured @ 11 39 24 18 22500 V:;

: Mean,Anﬁg;L Earnings (G 3314 2606 1594 609 4422 4612

' Meast Annual Earnings (FS) %.; 709 473 — - 959 633 .
Mean Npﬁi%éifare Inc. . 4919 ~ 3806 3129 1745 4748 3754

' std. Dey,ggqﬁ-ne1farg Inc. 1782 1513 1292 119 2297 3720° L

,NOt;_ : { o . : | : T

he - ..

_Low Guar., High Tax ’

.. | M.Hd. . F.Hd. Hd.Change

At

Ry

Ear &ngs and inﬁbme measures are calculated as ‘described in thé footnotes to

Tab e 1II-2 and III-5, respectively; except that here, as with, income in Table III—S,

theyuare not deflated by a price index.
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TABLE III-8 B
* (continued)

(Michigan Sample)

o 7 . _ - .. -
, State Group, Family Type, Amount of Annual Welfare
High Guar., Low Tax ‘
] M.Hd. F.Hd. Hd. Change
$1—J.000° 1001+ 1-1000 1001+ 1-1000 1001+ e
Characteristics : (N=7) (N=20) (N=8) (N=53) (N=1) (N=21)
" Mean Family Size 6 5 3 4, 3 5
Pct. With Disability (H) 43 . 60 63 77 - -
Pct. Disfigured (H) - 0 30 25 32 0 24
Mean Annual” Earnings (H) 4177 2482 1877 705 5758 4198
Mean Annual Earnings (FS) 1641 373 -— - 1810 503 "
Mean Non-Welfare Inc. 6146 3870 3441 1503 . 9545 3717
Std.Dev.Non-Welfare Inc. 946 1741 1440 940 4802 2544 N
v
‘ ~
ﬁ . High Guar.,High Tax
ry . M.Hd, F.Hd. Hd.Change
B 141000 1001+ 1-1000 1001+ 1-+1000° 1001+
Characterigtics * (N=15) (N=25) (N=11) (N=79) (N=2) (N=27) .
‘Mean Family Size \ 5 7 4 4 3.5
Pét. With Disability (H) 60 72 ; 64, 62 R —
: : \ ) . .
Pct..’ Disfigured (FS) . 13 20 9 27" 0 7
¥ \. N
Mean Annual Earnings (H) S 5246 2811 1503 631 "7250 4795
Ll e ) K i »
_» Meéan Annual Earnings (FS) © 483 155 [ - - 1384 941
C . ' . ( Q s
Mean Non~Welfare Inc. 7807 3815 4404 1761 5853 4474

)

L Std. Dev.Non-WeIfaré Inc- 1971 1342 1629 1143 3838 2696

v
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; 'receipt of NIT seems unnelated_to the absence of the male head or, strahgely, even

>

«

to family size.

o —— e - e — — e e

________;Extensixe,receipt_ofLNII payments_appearsmto_be.a,function, especiaIIy in Ehe

75-30, 100-50, and 125-5Q plans, ‘both of low and relatively stable family insome.

’

The‘low family’ income usually is the sum of the low earnings of the male and female

gpouse; ‘and the étability‘of this low income is apparent in the low mean standard

+

' deviation of family non-transfer income. From data not shown here, we know that

under the most generous NIT treatments, th; TS-30,‘100-50, and 125~50, those who were
most dependent onqNIT gayments were employed in as many periods as were the less
Adependenh. At first blush, then, dependence og?NIT arose both from steadily low
earning$ as'wellnas‘frém employment interruptidﬁé. From the data in .Tables, III-6 and
7, we may infer thatx ekfensivé dependence on both AFDC~UF (or AFDC) and NIT is
related‘to low income;whhich results from low ehrnings; but that family breakdowns \f
were an additional factor related to extensive r;ceipt of AFDC per se, hl
Male~headed families with children in the Midhgéan sample had the option of |
R igoing on AFDC-UF, AFDC or General Assistance, depending both on the state in which
. :they resided and on their health. Female-headed families with children typically
“could enter AFDC. Childlégs families generally'are eligible for programs that aid
" those with serious disabilihie$.8 In all three typeg of famii;es greater dependence‘
.on cash welfare should be related to the prevalence of disabilities Qnd disfigure-
méhts,,family size, and family inc;mgg_ As can be seéﬁ from thé data in Table III-8,
all three factors are associated with exhensive depen%ence. As in the Wisconsin
sample, heavy dependence on welfare also is'associated‘with regularly low income,
the average standard deviation of family n;n-welfare income being ‘almost uniformly
lower for all three family types with lower famiiy incomes. Data not presented
here indicate that for the Michigan as well as for the Wisconsin samples, the corre~

T e
lates of welfare dependence were equally in evidence whether families were ¥ gtouped

wll Toxt Provided by ERIC
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, ‘
“by their average transfer payments or by the number of peqﬁods ig which they were

—incoife all influence the extent of dependence.on welfare programs, thle‘winfp_act of

. - 4

variations in program parameters shines through in Tables III-6, 7, and 8. Consider

el ¥ ]

first the progrant parameters in the Wisconsin study and how, given family incomes, they

‘N

affect mean NIT payments. Were one to determineZLhe payments that a family would

receive under the alternative plans if its quarterly incbme vere at 1evels like

those shown in Table III-7, one could compare the relative gengrosity of the plans.

-

Take,for example, a family of four covered bf-the 10&-50 NIT plaa. Its qyarteflf

guarantee in the first year of the experiment was 100 percent of the quarterly pove;ty

line, which at that time was $825. Its‘quarterly benefits, W, are determined by the

formula: W = 825 - .50 (family Income). Evaluated for illustrative purpsses at $800

and then $1200 of quarterly family income, the (var shs plans would offer:

\
Base Year Payments at Illustrative Quarterly Family Iricome
for a Famiiy of Fou?: . N

X 4 -

- £ ’
f

$800 $1200 o
¢ 50-30 . 173 53
50-50 13 0
75-30- . 379 - 259
i : 75-50 219 19
o ' 75-70 ‘ 59 0
" 100-50 : 425 225

' 100-70 . 265 - 0 *

125-50 : 631 : 431

.

i - L

" At these two 1eve1s of prisate income, the 75-30, 100-50, apd 125-50 are the three

- most generous plans. -

.

Now consider the fact that, with the exception of familiés in the 50-30 plan,

‘mean family incomes in each of the experimental groups varied only between $1271 and

$1465. In spite of the narrow band within which family incomes appear to lie across

s
¢ ? ¢




&
L]

the éxperimental grqups; the data in Table III-7 indicate that among the families in
i ) N
the more generous plans, there was a far greater proportion of families who were more

s

" heavily dependent on NIT payments. Clearly, what determined great welfare dependence,

"measured by average NIT payments\received over time, were the guarantees and tax rates

”

of the available programs
JProgram parameters'also had avsnbstantial influence on the degree of program

"switching" observed in the various'treatment groups. In Table III-9, we see again
that the total number of periods, spent receiving either AFDC-UF or NIT varied among .
treatment groups. But the data>in this table also offer insight into the extent to’
which families in each group\switched between the AFDC-UF and NIT programs. Clearly,
Iamilies in the 50-50 and 75- 70 groups, . faced with relatively ungenerous NIT plans,

g availed themselves more frequgntly of the AFDC~UF (or AFDC) program.

*With regard to the Michigan sample, the impact of program parameters on partici~

patiqn per se in cash welfare programs already has been noted. In Table III-8, we can

observenthat for a given type of family there igs a greater concentration of families
. . . ‘! , . 3 .

in the high payment category in the more generous states -- in spite of the fact that

.

12 . . LS . ¢ .
families who received welfare in the latter states had higher incomes than did their

» | . i .

counterparts'in the less generous states. Among the male-headed families in each

" [N .

of the four grdups .of“states, the proportionsfin the higher payment {more dependent)
\ . v »

category aré 42, 60, 74, and 63 percent, as one proceeds from the low-guarantee low
tax rate to the high guarantee-high tax rate states. Similarly, among ferale~headed

families, the figures are 52, 79, 87, and 88 percent. If welfare dependence is measured

»

by the amOunt of welfare payments received over time, “then cIearly program generosity

.
¥

affects dependence qgite dramatically -- even without affecting non-welfare incomes.
. ‘ - . , ,

.’ ]

v
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TABLE III-9

(3

The Ratio of Time Spent Receiving NIT Payments to the
Time Spent Receiving Either NIT or AFDC-UF Payments

\ ‘ N
50-30 50-50 . 75-30 75-50 75-70 . 100-50 100-70 125-50 Control
(N=40) (N=34) (K=84)(N=84) (N=37) (N=59) (N-6;) (N=122) (N-309)

"Total Periods ' ‘ . .
Either on AFDC-UF . -
"or on NIT 9.4 6.4 10.7 7.8 5.9 10.7 7 8.1 11.3 7.7

Percent of
Transfer Time . ) . ‘
.on NIT . 76 + 62 85 ~ 83 65. 87 87 94 ——

ﬁefinition of Variable:

<

Percent of Transfer Time on NIT: This is calculated by taking 8 ratio for .

. each family of the number of quarters during which it received some NIT payments
to the total number of quarters during which it received either some NIT or
AFDC-UF payments. The percents in the second row are the averages of these
ratios for the individual families.
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C. Work Experience During Periods on Income Transfer Programs

L9

It is clear that mosL families who receive income transfers mix their

(3

receipt with labor income, at least serially. In .part A of this chapter, we noted

-

"that 92 percent of the male heads in the Wisdonsin sample worked some time during the

three year experiment and 96 percent of the male heads in the Michigan sample worked
l'.)‘j‘
some time during the five year study period: Limiting attention to just those families

-~

who re;eived'AFDCfUF or NIT payments during the experiment, 89 percent had a male
" head who worked some of the time. Among tbe Michigan sample families that ever had .
a male head and eéver received welfare payments, 90 percent had an employed male head

at some time during the study. Also noted in part A is the extensive labor force

"

participation over time of female heads: 77 percent of.those uomen who always were

-

%
: |
female heads during the Michigan study worked at some time during the five years; while

66 percent of'Ehe female heads who ever received welfare also worked at some point
/

during the fiye year study.
.. *
The focus in this part of the chapter is on the simultaneous receipt of transfers

and earnings, and how that varies by transfer program, family type, and race. Neither

’

the Wisconsin nor the Michigan data lend themselves perfectly to an analysis of this
matter. Since a family in the Wisconsin study was recorded as being on AFDC-UF or
NIT if it had a positive payment at any point‘during a given quarter, and as working

if it had earnings in the last week of the quarter, we cannot be. sure that transfers

and earnings are received simultaneously. The problem is much morg\serious in the
LN % . . N )
. _ ¢ ‘
Michigan sample, since we have data on total payments and total earnings only for each

>

of the five entire years. Our attention in this section, tnerefore,_is directed mostly

. to a discussion of the Wistongin data. ,

«

The data in Table III—lO indicate the extensive “"simultaneous' receipt of transfers

and earnings. Since only a small fraction” of the sample ever received AFDC-UF duting

*

any of the 12 quarterly periods (see Table II-6), only a very small fraction of all

- families in the sample could simultaneously receive both AFDC-UF payments and earnings

” '

+
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! ' * . TABLE III-10 ~,

Average Percentages Over Twelve -Quarters of Male Heads Wbrking
and Receiving AFDC-UF or NIT Payments in Same Quarter,
by Experimental Group .

1

< -

. "' (Wisconsin Sample) _ o N
. i .Those Working and Receiving. " Those Working and Receiving’
NIT AFDC-UF
_ . ‘ ’ As Pct, of ;
Experimental As Pct. of Entire As Pct, of NIT As Pct, of Entire AFDC-UF Recip-
Groups Qroup in Cell Recipients in Cell Group in Cell ients in Cell
50~30 (N=42) 35 . 62 7 EE 5 N
50-50- (N=52) " 10 70 10 - 38
75-30 (N=85) 61 T 78 .3 26
75-50 (N=92) 30 : .64 4 33
75-70 (N=61) © 13 . 63 7 47
100-50 (N=61) . . - 54 , P 51 g Tos Lo
100-70 (N=66) 37 . 71 3 - . .30 . ¢
. ) ] ’ R - . LI ' VA
125-50 ~ (N=125) . 69 . e, 80 ‘4 -+ 53 ‘
Control Group (N=309)  -- "I . - 11 46 .
R vy . : ” . - .

, .
. , ¢y

Definition of Variable;

Each set of two columns is simiiar. In the first column and first row, for exam le,
the figures are obtained by averaging over 12 qiarters the ratios of those male-heads

‘ employed in the last week of a .particular quarter to the ‘total number of families -
in that experimental treatment group in that quarter, In the second column, tHe
figures are obtained in .a similar manner, .but the denominator in each period is the .
number of families which are receiving NIT payments. ) ot
? ¢ t 'v v i .,
* e - ~ 9
e v
‘ *
L
-~ L * ¢

-l
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: 'from Jtaeir male'headﬁ.; In column 6 of Tablé’III-lO we'see, though, that over one-

.- [N
"‘- I ¢

third Qf all.families actually receiving AFDC-UF (or AFDC) payments also received

labor.income-in the tame quarter. Column 2 shows twice that fraction, or nearly

two—thirds, of all families receiving NIT payments simultaneously received earnings.’
: Since full-;ime workers are ineligible for AFDC~UF and most work is full-time,

[ N
the figures in,column 4 probably overstate simultaneous receipt of AFDC-UF and earnings.

>

The incompatibllity of full—time work and receipt of AFDC-UF is brought out by
/
Table~III*ll wheré we relate mean hours worked to periods on NIT and AFDC-UF,

Ihere we see that male workers were not like7§ to receive AFDC-UF. if on the average

/

‘ over the course of each of the last weeks 07 the experimental quarters, they worked
"31 hours or mbre per week. The'receipt of AFDC-UF for any substantial number of

periods was very uncommon among Black ‘and ‘Spanish-surnamed full-time workers. Among

' [

. whites and where it did occur in the two other groups, its receipt may have ended

' f
befpre the work began (though both occurred in the Same quarter) Still though,

Nﬂ } ‘ L]

substantial numbers of workers frequently appear to mix work and AFDC-UF.

r, ! .
» We' can observe the }mpact of program characteristics on the simultaneous receipt

v

of transfers and earnings in Table III-12. The first set of three columns compares

the)average of mean earnings in families receiving NIT payments for different—
' 4 - e

numbers of quarters., We note that such earnings do not necessarily decline with
N, 5

I d '- ,I
o Lot

the number of periods,on the program. Consider average quarterly earnings for the

|

families upder the 125-50 plan. The 32'famil£es who received NIT benefits for

fr@m 1 to 11 of’the 12 periods had average earnings of $1040"whereas the 90'families_

b

who had NIT benefits in all 12 periods had average quarterly earnings of $lO7l.

Table III-13 is organized jJust as Table III~12 except that it presents information

"on the standard deviation of earnings, As can be seen in its first three columns, what _
. v s TR

" .distinguishes permanent NITgsgwelfare") recipients from t@qse who move on.and off °

. -
e J . ' B - . N
. . ..

_-- the NIT program is not their average level of earnings,” but rather their average
+ ” N . ‘I”' I‘ . / x“ .,’ ’ :’. ~

.n\. » ‘ Y . ) ‘ ) ) ¥ N

EKC T . o114 - - L L C 2

wll Toxt Provided by ERIC 4 4
. R . P




" & : - 106 - 2
e . - TABLE I11-11 ) ,
vy Percentage Distribution of Male Heads by‘Mean Weekly Hours Worked, ’
“~ L ! by Number of Periods on AFDC-UF.or NIT, by Race .
(Wisconsin Sample) ’
. A. Whites
Average Number of No. of Periods Receiving No. of Periods Receiving
" -Hours. Worked of - NIT AFDC~UF .
. Male Head 0 1-6 7-11 12 Total 0 1-6 7-11 12 Total
-0 . 56 22 7 6 15 100 59 3 19 19 100
1-20 39 23 11 27 100 50 18 25 7 100,
(N=56) . : . ' . .
"21-30 48 20 7 .25 100 59 16 14 11 100
(N=56) ' )
31<40 < 57 13 10 21 100 78 10 5 7 100
(N=134) i )
41+ 54 15 "9 23 100 83 7 3 7 100
(N=102) )
' - 1
- o B. Black
0o 35 35 10 -20 100 51 16 . 29 4 100
(N=49) : .
1-20 32 32 . 18 18 100 43 29 25 3 100
(N=72) . . : s ’ :
21-30 - T 32 32 23 14 100 68 25 - 7 0 100.
. (N=44) < L » . -
"31-40- 39 .16 13 31 100 . 85 ‘13 2 - 0 100
© (N=105) - ' o, . :
41+ 28 260 11 26 100 98 0 - 2 0 100
(N=55) : p n ) \
. . , IL';, LY . A
: - .C.  Spanish-Surname ' i
o ¢ 7 50 14 29 100- 36 14 . 43 -7 100
(N=14) - ' - ~
1-20 22 47 19 13 100 31 34 28 6 100
. (¥=32) L :
21-30 - 23 18 . 41 18 * 100 - 55 32 9 5 100
(N=22 " - o
31-40 ) 36 25 14 24 100 8@} 11 4 1 100
‘:,» (N=91) Y . ) ) 1 . .
" 414 - 40 « 23 13 23 100 87 13~ 0 0 100
(N=30)| ’

A ]
[ ~ ’

Note: The average of weekly hours worked is calculated for each individual over thé 12
experimental quarters. . .

M [
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