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Preface

This is the find report from an evduation by MDRC of the Minnesota Family
Investment Program (MFIP). The report is being published in three volumes: this report
on the program’'s impacts on adults (Volume 1); a companion report on its impacts on
children (Volume 2); and a summary report. The find report provides vauable ingghts
into four mgor issues that are curently on the minds of decisonmakers across the
country:

Wha can dates do to minimize the chances that long-term welfare
recipients reech a time limit on wefare benefits without any way to
support themselves?

How should policymakers support the efforts of low-income workers to
day in thar jobs and provide for ther families in this era of time-limited
welfare?

How can socid policies avoid pendizing marriage?

How do the policy changes that states have made in moving their welfare systems from
AFDC to TANF affect families and children?

Interestingly, the experimental program in Minnesota that is providing this rich
and relevant information was designed without time limits and long before the passage of
the landmark federd wdfare reform law, the Persond Responshility and Work
Opportunity Reconciliation Act (PRWORA) of 1996. Dismayed by risng rates of child
poverty, by a wefare sysem that was focused more on digibility determination than on
helping families to improve their circumstances, and by entry-level jobs that provided
wages below the poverty ling, Minnesota officids decided to move their system in a new
direction.

MFIP’ sdesigner shoped that a new system that combined financial incentivestowork with
participation or work requirements for long-term recipients would increase work,
reduce long-term welfare dependence, and reduce poverty for working families. Toa
remarkable degree, MFIP has achieved these goals, showing the most consistently
positive results for single-parent long-term welfare recipients. For this group, the
program increased work, increased ear nings, reduced the use of welfareasa soleincome
source, reduced poverty, reduced domestic abuse, and reduced children’s behavior
problems and improved their school performance. Rarely isthe story so consistently
positive acr oss such awiderange of outcomesfor a group of families. In addition, MFIP
produced a modest increasein marriageamong single parentsand a substantial increase
in marital stability among two-parent families.

Sate officids were aware tha this new system might cos more than the old
AFDC system, and they were committed to finding out whether that investment was
paying off in better outcomes for families and children. As a resault, they and their

government and foundation funding patners — incuding the doaff a the US
Depatment of Hedth and Human Services who developed a child outcomes sudy
goaning five date wdfare reform initistives — launched a comprehengve evauation,

one component of which was a sudy of MHP's effects on children. This sudy is

-Xii-



providing information to people in Minnesota and esewhere who share a keen nterest in
both identifying policies that show promise for improving the outcomes of low-income
children and ensuring that efforts to change the welfare sysem do not cause ham to
dready vulnerable families. Criticd quedions include How does employment that
results from work or participation requirements affect children? Is poverty bad for
children smply because families lack money, or because of other family characterisics
that are asociaed with poverty? Wha kinds of investments will improve children’'s
outcomes — additiond sarvices for low-income families? or financid support? This
sudy (along with two others recently released by MDRC) provides some of the most
rigorous evidence avalable to date tha money matters. For very disadvantaged families
(in this case, dngle-parent long-term recipients), providing financia support to parents as
they move from wdfare to work can improve children’ s outcomes.

At the same time, the results raise important questions about the tradeoffs that are
perhaps inherent in welfare reform. The program costs more than the old AFDC system,
and it alows people to reman on wefare longer, because families can continue to
receive some benefits while they are working. Thus, for those whose primary god is to
reduce welfare casdloads and costs, the results presented here may not look postive. For
those who are willing to trade some of those casdoad reductions and cost savings for
increases in work, reductions in poverty, improvements in child outcomes, or increasesin
mariage and maritd ability (a finding that is intriguing but that we would like to see
replicated), the results presented here will be of gresat interest.

The results dso rase some important issues specific to the use of financid
incentives within a time-limited wdfare sysem. The message ddivered by time limits is
to leave wefare as quickly as possble and to use wefare as a last resort. Is it then a
coherent policy to combine time limits with financid incentives that may keep families
on wdfare longer than they would be without those incentives? Should dates try to
reconcile those two policies by mechanisms such as “sopping the time-limit clock” for
parents working a certain number of hours or by providing financid incentives outsde
the welfare system, or should families smply be informed about the two policies and
alowed to make their own decisons about how to use their dlotted time on welfare?

No onestate study can answer all these questions, and thejury isstill out on whether other
states, as well as Minnesota, that use these incentivesin the context of stricter work
requirements, greater sanctions, and new time limits can achieve the same results.

Those of us who evauate social programs aways harbor the hope that our work not
only will provide information needed by the state or locality that asked for the study but also
will be seen as relevant, and will be used, by a broader audience of decisionmakers. Thanks to
the foresight of both the program’'s designers and the funders who supported this research —
and to the cooperation of the families who participated in the evaluation — this study promises
to influence our thinking about future directions for welfare reform and supports for low-
income workers for some time to come.

Judith M. Gueron
President
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Executive Summary

In 1994, the dde o Mimexta begen a nmgar wdfae rdom intdive amed &
encouggny wok, redudng degpandence on pudic essdance ad reduwdng povaty. The
MinmesoiaFamily Invesmant Rogram (MAP) differed from the AFDC s/daminthreekey ways

Finanda incentives to work. Paats ocoud kepp moe o thar baits
whenthey warked, and child care paymentsweere peid diredly to providers

Participation requirements for long-term recipients. If not working
full time, long-term recipients had to paticipate in services designed to
move them quickly into the workforce,

Simplification of rules and procedures. Aid to Families with
Dependent  Children (AFDC), Food Stamps, and Family Generd
Assistance (FGA) were combined into a single program with one set of
rules and procedures and one monthly payment.

MFIP began operating in April 1994 in three urban and four rurd Minnesota
counties, and the Manpower Demonstration Research Corporation (MDRC), under contract
with the Minnesota Depatment of Human Senvices (DHS), has been tracking the
program’s implementation and dfects. Between April 1994 and March 1996, over 14,000
families were assgned a random, using a lottery-type process, to either the MFIP or the
AFDC system. MFIP s effects are assessed by following the two groups for up to three
years dfter they entered the evauaion and comparing their employment, earnings, welfare
receipt, income, and other measures of wel-being. A companion volume of this find
report on MFP presents the program’'s effects on additiona aspects of families wdl-
being and its effects on children.*

. Findings for Single-Par ent Families

Long-term recipients had received welfare for two years or more when they entered
the evauation. Members of this group were immediately subject both to MFIP's
employment-related mandates and its financid incentives.

Recent applicants were applying for welfare or had been receiving benefits for less
than two years when they entered the program (the mgority were new applicants). Members
of this group received MFIP s financid incentives but did not face a mandate to work or
participate in employment-related activities until they had received benefits for 24 months.

Long-term recipients in MFIP were more likely to work than
their counterparts in AFDC, and they had higher earnings.
Table ES1 presents MFIPs effects for sngle-paent families in

! isa Gennetian and Cynthia Miller, Reforming Welfare and Rewarding Work: Final Report on the
Minnesota Family Investment Program, Val. 2, Effects on Children (New Y ork: Manpower Demonstration
Research Corporation, 2000).



Table ES1

MFIP'sImpactsfor Single-Parent Families, Quarterly Averages
Through the First Quarter of Year Three, in All Counties

I mpact Percentage
Qutcome MFIP AFDC (Difference) Change
L ong-term recipients
Employed (%) 49.9 36.9 12,9 *** 35.0
Earnings ($) 955 779 176 *** 22.6
Received welfare (cash assistance and Food Stamps) (%) 85.3 80.6 4.7 *** 5.8
Welfare benefits (cash assistance and Food Stamps) ($) 1,745 1,569 176 *** 11.2
Welfare was only source of income (%) 42.9 545 -11.6 *** -21.4
Income from earnings and welfare ($) 2,700 2,348 352 **x* 15.0
Measured poverty? (%) 75.4 85.3 -10.0 *** -11.7
Currently married and living with spouse (%) 10.6 7.0 3.6 ** 51.4
Sample size (total = 2,373) 1,141 1,232
Recent applicants
Employed (%) 55.3 521 3.3 *** 6.3
Earnings ($) 1,470 1,509 -39 -2.6
Received welfare (cash assistance and Food Stamps) (%) 62.6 534 Q.2 *** 17.3
Welfare benefits (cash assistance and Food Stamps) (%) 1,060 823 237 *** 28.8
Welfare was only source of income (%0) 30.1 321 -2.0 ** -6.3
Income from earnings and welfare ($) 2,530 2,332 198 *** 8.5
Measured poverty? (%) 66.2 733 S7.1 x** -9.6
Currently married and living with spouse (%) 17.0 17.2 -0.2 -1.3

Sample size (total = 5,029) 2,413 2,616

SOURCES: MDRC caculations using data from Minnesota's Unemployment Insurance (Ul) earnings records,
public assistance benefit records, and the 36-month survey.
NOTES: A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

The results are weighted to reflect the composition of the caseload in the seven counties.

aThe poverty rate is calculated as the percentage of sample members whose incomes from earnings and
benefits are below the poverty line. This measure of poverty is not comparable to the official poverty rate, since
income does not include income from other sources.

bSampl e includes members from the 36-month survey.



urban and rurd counties during the fird two years and three months
after they entered the program. Families in the urban counties were
followed for a somewhat longer period, and their results are presented
separately in this report. On average, in each quarter, 49.9 percent of
MFIP families worked, compared with 36.9 percent of AFDC
families, for a 35 percent increase in employment rates. Their earnings
were also 23 percent higher on average. Most ecipients who went to
work because of MFIP stayed employed consstently and, at the three-
year mak, were working in full-time, moderate-wage jobs that
offered hedth benefits. MFIP had farly consgent impacts across
mogt types of families. One exception is that it increased employment
and eanings reatively less among parents who had been previoudy
married when they entered the study. Partly for this reason, MFIP had
gndler effects on average in the rurd counties, because the mgority
of rurd long-term recipients had been previoudy married.

Recent applicantsin MFIP were somewhat more likely to work than recent
applicants in AFDC, but they did not have higher earnings. The bottom
pand of Table ESL shows MFIP's effects for recent applicants. On average, in
each quarter, 55.3 percent of parents in the MFIP group worked, compared with
52.1 percent of parents in the AFDC group. Despite having higher employment
rates, parents in MFIP did not have higher earnings on average, because MFIP
caused some parents to move from full-time to part-time jobs or to take lower-
paying jobs than they would have otherwise. This finding is conggent with
economigts predictions: When more benefits are provided to families who work,
some may be encouraged to take new jobs or work more, while some who are
dready working may use the extra income to reduce their work intendity, by
reducing their hours worked, reducing their weeks worked per month, or taking
lower-paying jobs. For recent agpplicants, these effects offset each other to
produce no change in average earnings. Recent gpplicants did not face a mandate
to work full time or to paticipate in employment activities until they hed
received wdfare for 24 months. Thus, for most of the follow-up period, the
majority of recent goplicant families receved only MFIPs enhanced work
incentives.

Families in MFIP were more likely than families in AFDC to receive
welfare but were less likely to rely solely on welfare. Because MFIP was
desgned to dlow families with higher earnings to remain digible for some
benefits;, MFIP families, both long-term recipients and recent gpplicants, were
more likely than AFDC families to receive benefits. For example, among long-
term recipients in the MFIP group, 85.3 percent received welfare in each
Quarter after program entry, compared with 80.6 percent of long-term
recipients in the AFDC group. (Wdfare, as defined for families in this sudy’s
AFDC group, included AFDC payments, Food Stamp benefits and Family
Gengrd Assstance payments.) However, because more iecipients in the MFIP
group worked after program entry, they were less likely than recipients in the
AFDC group to rdy solely on welfare; in each quarter after program entry, an



average of 54.5 percent of recipients in the AFDC group relied only on
welfare, compared with only 42.9 percent of recipientsin the MFIP group.

Families in MFIP had higher incomes than families in AFDC. On average,
MHP families had higher incomes (the sum of earnings plus wedfare benefits)
than AFDC families throughout the follow~up period — a 15 percent increase
for long-term recipients and an 8.5 percent increase for recent gpplicants. In
addition, fewer of them had combined earnings plus benefits below the poverty
line. Long-term recipients in MFP had higher incomes because they earned
more and because they received more benefits while working. Recent gpplicants
in MHP had higher incomes because they received more benefits while
working. The messure of income used here does not include income from
sources other than earnings and benefits — one of the most important being the
Earned Income Credit (EIC) avalable to low-income families through the
federal and date tax systems. Because long-term recipients in the MFIP group
were more likely to work than those in the AFDC group, they probably aso
received more in EIC benefits, suggesting that their increased income shown in
Table ESL is underestimated.

Long-term recipients in MFIP were more likely to be married than their
counterparts in AFDC. As shown in Table ESL, 10.6 percent of the MFIP
recipients were married at the end of the follow-up period, compared with 7
percent of AFDC recipients. There are a variety of ways in which MFP might
have affected mariage rates. Andyses shown in the report suggest that this
effect was the result of MFIP's enhanced incentives and changed digibility
rules.

Findings from Volume 2 of this final report show that, compared with the
AFDC group, long-term recipients in MFIP were less likely to experience
domestic abuse, and their children were better off. MFIP's effects on
additional aspects of families and children were evduated for a group of sngle
mothers with children age 2 to 9 when they entered the program. This part of the
evduaion found that long-term recipients in MFIP were less likdy to
experience domestic abuse than ther AFDC counterparts. In addition, they
reported that their children exhibited fewer behaviord problems and performed
better in school. For children in recent gpplicant families, however, MFIP had
few effects.

Making families better off costs more than the typical welfare-to-work
program. The estimated annua costs of MFIP, over and above those of the
AFDC program, ranged from about $1,600 to $3,800 per family (not shown in
the &ble). The largest components of these costs were MFIP's more generous
benefit payments and the cost of families continued enrollment in Medicaid
while recaiving MFIP benefits. These net costs contrast with costs of previous
welfare-to-work programs that did not include financid incentives and that in
some nstances produced savings for the government. However, MFIP's costs
need to be weighed agang the benefits they bought, both for families in the
program and for society as a whole. For example, most MFIP families hed



higher incomes and more condgtent hedth insurance coverage, and long-term
recipients with early-school-age children experienced less domestic abuse and
saw improved outcomes for ther children. Although it is difficult to put dollar
vaues on such bengfitss MFIP produced a number of gains in terms of family
and child well-being.

. Findings for Two-Parent Families

Recipients had been receving benefits for a least one month when they entered the
program. Members of this group received MFIP's financid incentives, and mogt were immediatdly
required to participate in employment-related services, because they had dready received welfare
for more than Sx months.

Applicants were gpplying for welfare when they entered the program. Members of this
group received MFIP's financid incentives but did not face a mandate to work or participate in
employment-related services until they had received benefits for Sx months,

Compared with two-parent families in AFDC, both recipient and applicant
families in MFIP were as likely to have at least one parent working but
were less likely to have both parents working, leading to lower combined
earnings. Table ES2 presents findings for two-parent families. Families in MHP
and in AFDC had smilar employment rates during the two-year, three-month
follon-up period; that is, they were equdly likely during each quarter of follow-
up to have a least one parent working. However, combined earnings for MFIP
families were somewhat lower on average, because in some families one spouse
left work or worked fewer hours. (Most two-parent AFDC families were in
AFDC-Unemployed Parent, or AFDC-UP.)

Both recipient and applicant familiesin MFIP were more likely than AFDC
two-parent families to receive some welfare. More two-parent familiesin the
MFP group than in the AFDC group received wdfare during the follow-up
period. Among recipients, for example, 76.4 percent of MFIP families received
benefits each quarter, compared with 66.0 percent of AFDC families. This effect
is the result of MFP s enhanced work incentives, which adlowed more of these
families to combine wdfare and work. Among two-parent applicant families,
42.9 percent in MFIP and 33.7 percent in AFDC received benefits each quarter
— subgantidly lower proportions than among two-parent recipient families

Two-parent recipient families in MFIP were more likely than their AFDC
counterparts to stay married. Table ES2 shows that 67.3 percent of MFIP
families were married a the end of year 3 compared with only 48.3 percent of
AFDC families. This effect was concentrated among recipients who were
married at program entry, and 0 it reflects an increase in maritd stability rather
than an increase in the rae of mariage These findings are based on
respondents  sdlf-reports to the three-year survey and were confirmed using
divorce records data in each county. Because of the smal number of applicant
families who participated in the three-year survey, MFIP's effects on marita
stability could not be estimated for them.



TableES2

MFIP'sImpacts for Two-Parent Families, Quarterly Averages
Through the First Quarter of Year Three, in All Counties

Impact Percentage

Qutcome MFIP AFDC (Difference) Change
Recipients
At least one parent employed (%) 60.2 62.5 -2.3 -3.7
Family earninas ($) 2,193 2,682 -489 *** -18.2
Received welfare (cash assistance and Food Stamps) (%6) 76.4 66.0 104 *** 15.7
Weélfare benefits (cash assistance and Food Stamps) ($) 1,889 1,367 522 *** 38.2
Welfare was only source of income (%) 30.6 28.4 21 7.5
Income from earnings and welfare,

accounting for separation or divorce® ($) 3,958 3,769 189 * 5.0
Measured poverty’ (%) 66.1 70.6 45 *x -6.4
Married and living with spouse at the end of year 3% (%) 67.3 48.3 19.1 *** 39.5
Sample size (total = 1,523) 761 762
Applicants?
At least one parent employed (%) 78.6 78.4 0.1 0.2
Family earnings ($) 4,057 4,492 -435 * -9.7
Received welfare (cash assistance and Food Stamps) (%) 429 337 9.2 *** 27.4
Weélfare benefits (cash assistance and Food Stamps) ($) 783 433 350 *** 81.0
Welfare was only source of income (%) 9.8 8.8 11 12.0
Income from earnings and welfare ($) 4,840 4,924 -85 -1.7
Measured poverty’ (%) 403 411 -0.8 -1.9
Sample size (total = 733) 348 385

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records,
public assistance benefit records, and the 36-month survey.

NOTES: A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsare
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

The results are weighted to reflect the composition of the caseload in the seven counties.

8 nformation about marital status was only collected for survey sample members. This calculation assumes
that a similar proportion of full sample members as survey sample members experienced a divorce or separation at
some point during the follow-up period. Because the sample for applicantsistoo small, marital statusis not
measured.

bThe poverty rate is calculated as the percentage of sample members whose incomes from earnings and
benefits are below the poverty line. This measure of poverty is not comparable to the official poverty rate, since
income does not include income from other sources. For two-parent recipient families, income accounting for
separation and divorce is used to calculate poverty.



Two-parent recipient families in MFIP had higher incomes than
two-parent AFDC familiess. When MFIPs effects on reducing
separations and divorces are taken into account, MFIP families had
higher incomes from their combined earnings and wefare benefits than
AFDC families. As shown in Table ES2, ther income from wefare and
earnings was higher by an average of $189 per quarter.

MFIP's costs for two-parent applicant families are comparable to
costs for single-parent families, costs are higher for two-parent
recipient families. For two-parent agpplicant families — the group
most likely to leave wdfare quickly — MFIP cost about $2,500 more
than the AFDC system per year per family. For two-parent recipient
families, MFIP added about $3,800 per family per year to government
costs.

I1l. Conclusions

The findings show that enhanced financid incentives combined with mandatory
paticipation in employment-related services can move a sSgnificant number of wefare
recipients into the workforce, can increase their earnings and income, and can reduce the
likdihood that they will rey soldy on welfare for support. The MHP program was
particularly successful a achieving these three gods for people who are a high priority for
policymakers — single-parent long-term recipients.

Both of MFIPs man components contributed in different ways. The financid
incentives were critica for increesng income and reducing poverty; families would not
have been better off if their benefits had been reduced nearly dollar for dollar as earnings
increased, as was the case under AFDC. When offered done, however, the incentives
caused some families to go to work but caused others to reduce their work hours. In contrast,
by coupling the financid incentives with the mandate to participate in employment-related
sarvices, MFIP increased full-time work and earnings and thus avoided one of the potentia
tradeoffs of using incentives; it made families better off without reducing their work effort.

The importance of the participation mandate in avoiding tradeoffs between
incentives and work effort is dso agpparent from the results for two-parent families.
Because AFDC-UP, the AFDC program for two-parent families, aready had participation
requirements, the key differences between it and MFIP for two-parent families were MFIP' s
enhanced financid incentives and its loosened digibility criteria The results show that
providing working families with more generous benefits did cause some spouses in dud-
earning couples to aut back on their work hours. In addition, however, reduced hours for one
soouse may have increased the sability of the coupl€'s marriage. Allowing parents who
want to stlay married to actudly do so can have important effects on families and children.

In 1998, Minnesota replaced its AFDC system dtatewide with a modified verson
of MFIP called MFIP-S. The new program differs from the origind MFIP in two key
ways The financid incentives are somewhat less generous, and single-parent long-term
recipients are required to work 35 hours per week or to participate in employment
savices within 9x months of wdfare recapt. (Many counties require participation



immediaidy upon entering the wefare system.) In addition, MFIP-S has a sharper “work
fird” focus and larger sanctions (reductions in benefits) for noncompliance than MFIP,
and it operates in the context of the federa five-year time limit on the receipt of benefits.
In generd, the evaduation results for the fidd trid are a good starting point for predicting the
likdy results of datewide MHP, a least until the five-year time limit begins to directly
affect the welfare casdoad. Some of the changes in MFIP-S, such as the less generous
financid incentives, might reduce the program’s direct effects on income and poverty, while
others might increase the program’s effects on employment and earnings, particularly for
recent gpplicants to wdfare. It is difficult to gauge how these changes will affect the
program’s nonfinancia effects, such as impacts on dild wdl-being for long-term recipients
or on maritd sability for two-parent families.

Although it is difficult to predict the program’s effects in the context of time limits,
these evaudtion results indicate that two dements of MFIP-S — enhanced financid
incentives and time limits — may work at cross-purposes. Enhanced incentives will alow
working families to receive benefits longer, which will encourage them to use up ther
alotted 60 months. Minnesota has aldressed this problem in part by stopping the time-limit
clock for families who are working and recaiving only the portion of ther grant thet
represents Food Stamps. Another way to make these two policies more complementary
might be to stop the time-limit clock for parents who work full time. At least one other State,
[llinais, is currently doing this.

In addition to these programmetic differences, it is important to note that the
economy — nationdly and especidly in Minnesota — was very drong during the
evauation period covered by this report, with unemployment reates as low as 3 percent in
some counties. The ability of parents to find full-time jobs and meet MFIP' s participation
requirement may depend criticaly on the date of the economy. Smilarly, it is difficult to
predict how community effects may come into play, now tha the program is desgned to
saturate each county — indeed, the state — rather than being mplemented for subsets of
Selected counties' caseloads.



Chapter 1

I ntroduction

. Backaground

The Minnesota Family Investment Program (MFIP) represents anew vision of wefare as a sys-
tem that can smultaneously encourage work, reduce dependence on public assistance, and reduce pov-
erty. It attempts to break loose from the tradeoffs that have previoudy existed among these gods, by
implementing two complementary components: (1) financia incentives to encourage work and (2) man-
datory participation in employment-focused services for long-term welfare recipients.

The MHP program was firg implemented as a field trid beginning in April 1994, in the three
urban counties of Hennepin (Minnegpalis), Anoka, and Dakota and in the four rura counties of Mille
Lacs, Morrison, Sherburne, and Todd.! The Minnesota Department of Human Services (DHS) con
tracted with the Manpower Demondtration Research Corporation (MDRC) to evduate the new pro-
gram. During the early years of the fidd trids, the dtate legidature, MFIP s state and loca dtaff, and
community leaders continued to debate how MFIP should evolve in response both to the dramaticaly
changing nationa policy landscape and to the da€'s experiences in its initid years of implementing
MHP. In 1997, this debate culminated in the passage of legidation that established arevised verson of
MFP as Minnesota's plan for providing public assstance under Temporary Assistance for Needy
Families (TANF), the federal public assistance program that has replaced AFDC. Informing the debate
were severd years of operationa experience as well as MDRC's interim evauation report, Making
Welfare Work and Work Pay: Implementation and 18-Month Impacts of the Minnesota Family
Investment Program.” The 1998 statewide MFIP program (MFIP-S) is described later in this chapter.
Although this report evaluates only the verson of MFIP that was implemented in 1994, many compo-
nents of the two programs are amilar.

Thisis Volume 1 of the fina report on MDRC's evauation of the MFIP field trids. It assesses
MHP s effects on participation in employment and training activities over athree-year period; estimates
the program’ s impacts on employment, earnings, family income, poverty, and other adult outcomes; and
compares the program’s benefits with its costs. Volume 2 of the report evauates the program'’ s effects
on family well-being and on outcomes for children who were 2 to 9 years old at program entry.® Al-

'An eighth county, Ramsey (St. Paul), entered the demonstration in July 1996 and is not included in this report.
MFIP-R, as the Ramsey County program is known, had a somewhat different program and research design than
MFIP. An analysis of the Ramsey program is included in a supplemental report, Final Report on the | mplementation
and Impacts of MFIP in Ramsey County (Auspos, Miller, and Hunter, 2000).

Miller et dl., 1997.

3Gennetian and Miller, 2000. Volume 2 is the first of five state reports to be issued by MDRC and other evalua-
tors participating in the Project on State-Level Child Outcomes, a cross-state project instituted by the U.S. Depart-
ment of Health and Human Services to measure the effects of state welfare reform initiatives on family and child well-
being.



though this report and the companion report can each stand aone, reading both will provide a compre-
hensve sat of find evauation results for the MFIP program.

The lessons that Minnesota has learned in the process of implementing this new policy and rig-
oroudy evauating its results will be of vaue nationdly, as states try to respond thoughtfully to the new
flexibility provided to them under the landmark Persona Responsbility and Work Opportunities Recor+
ciliation Act of 1996 (PRWORA). In fact, the mgority of states have incorporated financid incentives,
or a“make work pay” approach, as part of their welfare reform policies under TANF. Thisfind report
of the MFIP evduation will assess whether such an gproach can achieve the ambitious gods of
increasing work effort and increasing tota income, and at what cost. How does each component of
MFIP — itsfinandd incentives and its mandatory employment and training program — contribute to its
effects? For which types of families does this model have the most positive effects, and for which fami-
lies does the mode have limitations or bring particularly large costs reldive to the AFDC system? In
asessing the benefits and costs of the MFIP gpproach, the evauation takes into account not only the
program’s economic benefits but aso its potential noneconomic benefits for families and children, such
as improved developmenta outcomes for children.

After this section’s introduction to the MFIP program and the evauation, Section |l discusses
the ways in which MFIP differs from Aid to Families with Dependent Children (AFDC), the cash assis-
tance program that was in place in Minnesota throughout most of the field trids. Section 111 then de-
scribes the MFP evaduation, including its research design, key research questions, and subgroups of
interest. Section 1V characterizes the economic policy and environment in Minnesota during the field
trids, and Section V describes changes in the new statewide program. The chapter concludes with a
summary of how this report is organized.

A. Thelssues

In developing a new vision of wefare during the late 1980s, officids in Minnesota dedt with
many of the common concerns surrounding AFDC, the traditiond welfare system in the United States.
For example, AFDC — originaly developed to provide assistance to widows and their children — had
long been characterized as focusng more on verifying digibility and processng wefare payments than
on helping people move from welfare to work. Also, the rules of AFDC provided aclear disincentive to
work: A sngle mother recelving benefits was often better off not working because of the high rate at
which she lost benfits as she earned income. Fndly, the digibility rules for the AFDC-Unemployed
Parent (AFDC-UP) program available to two- parent families were more restrictive than the AFDC €li-
gibility rules for sngle-parent families, raising concerns that the former program provided an incentive to
reman sngle.

Officids in Minnesota were adso concerned about the incidence of child poverty. Fird, as the
result of overal economic trends, poverty rates for families with children had increased since the mid-
1970s. As a result, one in five children nationwide was living below the poverty line* At the sametime,
welfare benefits provided under the AFDC system had not kept pace with inflation: Over 20 years, the

*U.S. Bureau of Census, 1995; Annie E. Casey Foundation, 1997.



average maximum benefit for a three-person family had dropped 47 percent in real terms® Thus, low-
income families with children were finding it more and more difficult to make ends mest.

B. Minnesota’'s Response: M FIP

Minnesota policymakers sought to address these issues by designing a welfare system that
would &tempt both to encourage employment and to lift working families out of poverty. This sysem
combined two components. enhanced financia incentives (an income strategy) and mandatory participa-
tion in employment-focused services for long-term welfare recipients (a mandatory services strategy).

This new vison of welfare differed sgnificantly from past welfare reform gpproaches, which
usualy emphasized one or the other dtrategy. For decades, those respongble for planning and imple-
menting the naion’s wefare policies have struggled to increase work, reduce dependence, and reduce
poverty, but they have found that single-pronged policy solutions typicaly lead to progress on only one
of these gods or, worse, achieve one god at the expense of another: Policies that reduce dependence
by mandating participation in employment or education and training services can help people to get into
jobs, but generaly without enabling them to leave poverty, because participants typicaly exchange wel-
fare benefits for low-wage jobs, conversdy, policies to increase families income smply by increasing
welfare benefits might reduce work effort and increase dependence on welfare. MFIP' s combination of
up-front financid incentives followed by employment-focused services for those not able or willing to
find work on their own was designed to maximize the pogtive effects of each srategy — that is, both to
encourage work and to reduce poverty — while containing government costs.

The inclusion of work incentives in the MFHP modd had some important implications for what
program planners did and did not expect the program to achieve. It was anticipated that some working
families had low enough wages that they would continue receiving MFIP s “work supplement,” or re-
gdud wefare grant, for some time after gaining employment. Such families would be encouraged to
continue increasing their earnings, but they were not viewed as dependent on welfare in the same way as
afamily who relied on welfare without working. Thus, the program' s god vis-a-vis dependence was to
“prevent the long term use of welfare as a primary source of income,”® rather than to remove every fam-
ily completely from welfare.” A related implication of including this type of work supplement in the pro-
gram modd is that MFIP was not expected to produce savings for the government in the short run.®
Instead, State officials characterized the new gpproach as one of “investment.” The hope was that, to the
extent that MFIP led to higher cogts than the AFDC system in the short run, the up-front investment

°U.S. House of Representatives, Committee on Ways and Means, 1996.

®Minnesota Department of Human Services, MFIP Implementation Memo No. 4, April 30, 1993, p. 1.

"This framework for thinking about welfare dependence is consistent with the conclusions reached in Indicators
of Welfare Dependency and Well-Being: Interim Report to Congress, October 1996, by the U.S. Department of Health
and Human Services (HHS). The report points out that dependence is a continuum and that duration of receipt and
depth of reliance on welfare should be taken into consideration. Thus, long-term welfare use and welfare use in ab-
sence of any earnings are of greater concern than receipt of welfare per se.

8For example, in the cost-neutrality agreements negotiated between HHS and Minnesota DHS as a condition of
the federal waiver process, it was predicted that the costs of MFIP benefits would be higher than the cost of benefits
under the AFDC system.



would be “purchasng” important improvements in child and family well-being in the longer run.

Many of the ideas behind MFIP date back to the recommendation of a 1986 bipartisan Gover-
nor’'s Commission on Welfare Reform. The design for MFIP itself was developed later, led by planners
in Minnesota DHS. The planning process o included input and review by county officias, advocacy
groups, welfare recipients, business representatives, and others. In 1988, the state |legidature authorized
development of the required federa waivers, and Congress passed legidation authorizing the Depart-
ments of Health and Human Services and Agriculture to issue waivers after terms and conditions were
negotiated. In 1994, Minnesota received find federd approva to implement its new wefare modd.

The activities DHS undertook between 1989 and 1994 are testament to the detailed planning
required to successfully operationdize a new welfare sysem. DHS gaff redesigned Minnesota s highly
automated welfare digibility and check issuance systems to support the new program; severd policy
workgroups and advisory councils (including members of the community, loca eected officids, DHS
gaff, and others) developed and approved new welfare rules covering topics ranging from caculatiing
welfare budgets to employment and training policies; and the over 200 forms and materids used a the
date and locdl levels were scrutinized for redesign or eimination.

MHP integrated severd existing programs in the Minnesota welfare system. These included not
only AFDC (the core of the traditiond system) but dso STRIDE, the gate’'s employment and training
program for AFDC recipients,” which operated on a voluntary basis for certain targeted groups; the
state-run Family Generd Assistance (FGA) program,™ which alowed some low-income families to
qudify for welfare who would not qudify under AFDC; and the federaly funded Food Stamp program,
which provided assstance in the form of coupons to be spent on food.** MFIP did not replace or
change Medicaid, the federd-gate hedth program serving low-income families, which is available
equally to recipients of MFIP or AFDC.

As shown in detall in Table 1.1, MFIP differed from the AFDC system in three fundamentd
ways.

MFIP made work pay for families on welfare. This was accomplished primarily
by decreasing the extent to which families welfare grants were reduced when they
went to work. For afamily on AFDC, some earnings were disregarded when bene-
fit amounts were cdculaed, but benefits were dill  reduced

°STRIDE was operated with funding from the Job Opportunities and Basic Skills Training (JOBS) program, which
was established by the Family Support Act of 1988 and was designed to move people from welfare to work through
education, training, and work experience.

“The FGA programwas designed to provide cash assistance to certain types of families who did not qualify for
AFDC. In particular, some two-parent families who did not qualify for AFDC due to the stringent work history re-
quirements or the 100-hour-per-month restriction on working in the AFDC-UP program could reapply and qualify for
the FGA program. Benefit levels for familieswho qualified for the FGA program were the sasme asin AFDC.

"Throughout this report, the terms “welfare” and “public assistance” are used to represent the range of benefits
that are provided in either the MFIP or the AFDC system, including MFIP, AFDC, FGA, and Food Stamps.



Table 1.1

Major Differences in Rules for Financial Assistance, Administration of Benefits, and

Employment and Training Programs Under the AFDC System and MFIP

Program Dimension

AFDC System’

MFEIP

Eligibility

Income requirements

Asset limits

Who was included in the

assistance unit

Work history requirements
and work limits for two-parent
families

Financial assistance

Grant calculation when a
recipient has earned income

AFDC and Food Stamps both had gross and net income
requirements that households must have met in order to
be eligible for benefits.

AFDC asset limit of $1,000, with $1,500 exemption for one
vehicle. Food Stamp asset limit of $2,000, with exemption for
one vehicle with a value of up to $4,500.

Stepparents, relatives, and others living with the applicant
family were not considered part of the household by AFDC,
but their income may have been counted in determining Food
Stamp eligibility and benefit levels.

To have been eligible for AFDC, one parent must either have
been incapacitated or reported a recent work history, and
worked less than 100 hours per month. Minnesota's Family
General Assistance (FGA) program did not have these
requirements.

AFDC grant calculation excluded $120 and one-third of any
remaining monthly earnings during the first 4 months of
work; $120 during the next 8 months; $90 per month
thereafter.

Food Stamp grant calculation excluded 70 percent
of net income. Net income included the AFDC grant but
excluded 20 percent of gross earnings, a $131 standard

deduction, and up to $207 of excess shelter expenses.b

Net income requirement only.

Asset limit of $2,000, with exemption for vehicles
with a combined equity value of up to $4,500.

Some individuals, such as stepparents and parents

of minor parents, could decide whether to be included
in the MFIP household. If they decided not to be,
they were not eligible to receive Food Stamps
separately. Other relatives were not included in
determining eligibility or benefit levels, but may

have received Food Stamps separately.

No such requirements.

If there was no earned income, the maximum grant
equaled the combined value of AFDC and Food Stamps.

If there was earned income, benefits equaled the

maximum grant increased by 20 percent, minus net income
(Net income excluded 38 percent of gross earnings.)
However, benefits could not exceed the maximum

grant level.

(continued)



Table 1.1 (continued)

Program Dimension

AFDC System®

MEIP

Child care assistance for
working parents

Transitional child care and
Medicaid

Penalty for noncompliance

with required activities

;l.. - El E.C

Number of public
assistance programs

Rules for use of
Food Stamp benefits

I | train
programs’

Mandatory activities

Single-parent families

Two-parent families

Child care reimbursed up to $175 ($200 for children under age

2) as part of AFDC grant, with additional costs reimbursed
separately up to county maximum rate.

AFDC transitional benefits were available for the first 12
months after a registrant left welfare for work. Sliding-fee
child care was available subsequently.

Noncompliant parent was removed from grant.

Three separate programs: AFDC, Food Stamps, and FGA.

Federal Food Stamp rules applied.

Mandatory orientation to STRIDE (Minnesota's JOBS
program) for AFDC applicants in a STRIDE target group,
except those with children under age 3.

Mandatory orientation and participation in job search and
the Community Work Experience Program by primary
wage-earner. Second parent could volunteer for STRIDE.

Child care paid directly to child care provider,
up to county maximum rate.

Same as AFDC.

Grant was reduced by 10 percent.

One program consolidated and replaced AFDC,
Food Stamps, and FGA.

Food Stamps incorporated into MFIP cash grant
without Food Stamp restrictions on purchases,
unless Food Stamps requested by the recipient.

Mandatory participation in MFIP employment and
training services for single parents with no children
under age 1, who had received welfare for more
than 2 years.

Mandatory participation in MFIP employment and
training services by one parent if family had
received welfare for more than 6 months.

(continued)



Table 1.1 (continued)

Program Dimension

AFDC System®

MEIP

Parents under age 20

Target groups for voluntary
activities

Support services

Mandatory participation in an education activity for those
who had not completed high school or earned a General
Educational Development (GED) certificate.

Those in the following target groups could volunteer for
STRIDE: single parents who had received aid for 36 of the
past 60 months; were custodial parents under age 24 without a
high school diploma or the equivalent, or had limited work
experience;® or were within 2 years of becoming ineligible for
aid because the youngest child was age 16 or older.

Child care, transportation, and work-related expenses were
covered for STRIDE participants. Child care was not
available for social services required to remove barriers

to employment.

Same as AFDC.

After July 1995, MFIP sample members who had
been receiving welfare for less than 24 months were
allowed to volunteer for MFIP services. The
number who could volunteer was capped at 10
percent of the MFIP caseload for each case
management agency.

Child care, transportation, and work-related
expenses were covered for MFIP employment and
training participants. Child care was available for
social services required to remove barriers to
employment, such as attendance at chemical
dependency counseling.

SOURCES: AFDC and MFIP planning documents and eligibility manuals.

NOTES: “The term "AFDC system" is used throughout this report to represent the range of programs MFIP was designed to replace, including not only AFDC but
also Food Stamps; the Family General Assistance (FGA) program; and Minnesota's JOBS program, STRIDE. The rules shown above are primarily related to

AFDC, except where otherwise noted.

bThese calculation standards were in effect in 1994.

°For both AFDC and MFIP group members, Electronic Benefits Transfer was implemented for cash and Food Stamps during the evaluation period (in late
1994 in Hennepin, late 1997 in Anoka and Dakota, and mid-1998 in rural counties).

dEmployment and training rules described for the "AFDC system" are the rules for AFDC recipients. They do not apply to those receiving only FGA or Food

Stamps.

*Limited work experience is defined as fewer than 6 months of full-time employment within the past 12 months.



subgantialy for each dollar of earnings. Under MFIP, much more of a family's
earnings were disregarded when determining benefit levels. MFIP' s more generous
earnings disregard ensured that working always resulted in more income than not
working.*?

For example, asilludrated in Figure 1.1, a Sngle parent with two children who
had no income from work received the same $769 in monthly welfare benefits ur
der MFIP or the AFDC system. If she worked 20 hours per week at $6 per hour,
her grant was reduced by $237 less under MFIP than it would have been under the
AFDC system. This raised the reward for working — the difference in tota income
between working and not working — from $255 to $492, or an increase of 93
percent.”® If she worked 40 hours per week at $6 per hour, her monthly grant was
reduced under MFIP by $148 less than under AFDC, raising the reward for work-
ing by 27 percent, from $539 to $687. Thus, compared with the AFDC system,
MFIP provided an incertive to work, and arelatively greater incentive to work part
time than full time. MH P alowed families to continue to receive supplementa bene-
fits while they worked, until their income reached gpproximately 140 percent of the

poverty level. ™

MHP child care payments also encouraged work, because MFIP paid child
care expenses directly to the provider, leaving recipients with no up-front costs.
AFDC recipients, in contrast, had to pay for child care upfront, and those costs
could be subtracted from their income when their AFDC grant was caculated. Al-
though AFDC recipients were eventualy reimbursed for child care expenses, this
process could take up to two months.

MFIP required long-term public assistance recipients to participate in
employment and training ser vices. Many public assistance recipients |eft welfare
quickly on their own, while others were expected to respond to MFIP's financid

incentives by finding jobs. To target services and control costs, MFIP focused em+
ployment services on longer-term recipients, who were less likely than othersto find
jobs without assistance and who accounted for a large share of welfare expendi-
tures. Under MFIP, single parents who had received public assistance for 24 of the
past 36 months (and two-parent families who had received assistance for 6 of the
past 12 months) were required to participate in employment and training activitiesin
order to continue receiving

2Note that the more generous earnings disregard implies that M FI P benefits were available to many families who
would not have been eligible for benefits under AFDC, leading to an increase in welfare costs for that group. This
factor made cost control in other areas an important part of MFIP. An example of thisis MFIP' s strategy of providing
employment-rel ated services only to long-term recipients.

BDollar amountsin this chapter correspond to benefit levels and rulesin effect in 1994, when MFIP began.

“Thislevel reflects MFIP rulesin effect throughout most of the field trials.



Figure1.1

How MFIP MakesWoark Pay: Examples of Monthly Income for a Single Par ent
with Two Children Under MFIP and AFDC
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Parent with Parent working 20 hours per Parent working 40 hours per
no earned income week at $6 per hour week at $6 per hour
L1 Total monthly benefits I 7ot monthly net earnings 1 EiIC

SOURCES: U.S. House of Representatives, Committee on Ways and Means, 1994; 1994 MFIP eligibility
manual.

NOTES: Calculations are based on AFDC, Food Stamp, MFIP, income tax, and Earned Income Credit (EIC)
rules for April through June 1994. Monthly net earnings are based on the sum of the parent's monthly earnings,
minus any applicable income taxes. Monthly benefits are based on the sum of the monthly MFIP or AFDC grant
plus any Food Stamp benefits. AFDC grant calculations are based on AFDC rules for the fifth to twelfth months
of employment.

MFIP combines AFDC and Food Stamp benefits into one cash grant. A recipient with no other income
receives the maximum grant, which is the maximum combined value of AFDC and Food Stamps. An employed
recipient receives the lower of (1) the maximum grant increased by 20 percent, minus net income, or (2) the
maximum grant. Net income excludes 38 percent of gross earnings.

The AFDC grant calculation disregards $120 of gross earnings. After the twelfth month of employment,
AFDC recipients are eligible for only a $90 earnings disregard.

Grant calculations assume no unreimbursed child care costs and no child support collections. AFDC and
Food Stamp benefit amounts are based on $500 per month rent.



their full grants™ Individuas were exempt from participating if they had a child u
der the age of 1, if they had other “good cause’ reasons, or if they were working at
least 30 hours per week.

For dngle-parent families, MFIP' s employment and training services were a
subgtitute for those provided under AFDC through the STRIDE program. As in
STRIDE, MFIP sarvices might include immediate job search or participation in an
educetion or job training program. However, MFIP differed from STRIDE in two
ggnificant ways STRIDE was essentidly a voluntary program and had a strong fo-
cus on education and training, whereas MFIP was mandatory for long-term recipi-
ents and placed greater emphasis on rapid entry into employment.

For two-parent families, MFP s employment and training services were a SUub-
dtitute for the job search / Community Work Experience Program (CWEP) that
was a requirement for two-parent families in the AFDC-UP program. Because the
job search / CWEP program was mandatory, the introduction of MFIP employ-
ment and training requirements was a less dramatic change for two- parent families
than for snge-parent families.

MFIP consolidated benefits and streamlined public assistance rules and
procedures. MFIP combined the benefits of AFDC, Family Generd Assstance
(FGA), and Food Stamps into a single program, so families on MFIP encountered
a gngle st d rules and procedures. In addition, recipients recelved Food Stamp
benefits as part of their cash public assstance grant, instead of separately as cou-
pons (as they did under the AFDC system).

Program rules were especidly amplified for two-parent families, the mgjority of
whom faced work higtory requirements and work effort limitations under the
AFDC-Unemployed Parent (AFDC-UP) program. MFIP removed these barriers
to wdfare receipt for two-parent families. Moreover, these streamlined digibility
rules benefited any parent who was single at the time of random assignment but who
married the father of her children while receiving MF P benefits.

[. Comparison of MFIP and AFDC

In order to understand the effects of MFIP and the AFDC system on recipients behavior, itis
important to understand the different ways in which they treated recipients. The following is a compari-
son of the two programs, which operated side by Sde in the evaluation counties. Sections A and B
compare the AFDC and MFIP systems for angle-parent families; Sections C and D describe differ-
ences between AFDC-UP and MFIP for two- parent families.

In Minnesota, this component of MFIP was referred to as “MFIP case management,” reflecting the program’s
emphasis on providing employment and training services within a case management structure.

-10-



Parents entered the demondtration in one of two ways. New gpplicants for welfare were ran
domly assigned to either the AFDC system or MFIP just before they had therr initid digibility interview.
Whdfare recipients dready on the AFDC casdoad were randomly assigned to ether group when they
came in for their annud recertification, or redetermination of digibility. (See Figure 1.2 for an illugtration
of the sequence that was followed in the welfare office on the day of random assgnment.)

A. Single-Parent Familiesin the AFDC System

If assigned to the AFDC system, a single parent was interviewed at her county financid assis-
tance office to determine whether she was digible for program benefits.'® If her digibility was verified,
she received a monthly grant including cash benefits, Food Stamp coupons, and Medicaid. If she
worked, her welfare grant was reduced as she earned income by an amount that increased over time,
the longer she had been working (see Table 1.1 for details). A parent with two children was no longer
eligible for assstance under the AFDC system when her monthly earnings reached $1,289. If she did
not work and experienced no changes in her income or family Stuation, she came into contact with the
welfare office once a year, when she returned for redetermination of digibility.

All new gpplicants found digible for AFDC were required to attend an orientation to the
STRIDE program, which provided education, training, and other services'” After the orientation, only
those in a STRIDE “target group” — that is, women who had received aid for 36 of the previous 60
months, women who were under age 24 and did not have a high school diploma or a Generd Educa-
tiond Development (GED) certificate, or who had limited work experience; and women who were
within two years of becoming indigible for aid because their youngest child was 16 or older — were
eligible to volunteer for STRIDE. Other AFDC applicants and recipients were not digible for STRIDE
services until they met one of these criteria*® (Note that because of these targeting criteria, the mgjority
of STRIDE participants were ether long-term recipients or “at risk” of becoming long-term recipients.)

A woman who volunteered for STRIDE met individualy with a case manager at the county em-
ployment office or a a private nonprofit agency under contract to provide these services. Together, they
developed a “sdf-sufficiency” plan, which generaly outlined steps that would put her in a postion to
secure ajob a awage rate high enough to move her family off assstance and out of poverty; typicdly, a
sdf-sufficiency plan included participation in education or training programs. Child care costs could be
pad directly by STRIDE only for participants in education or employment-related activities, such as job
search. Through mid-1995, volunteers, who typicaly entered the program to gain further education,
were free to leave STRIDE at any time without penalty.™

*The feminine pronoun is used because most single parents receiving welfare are women.

YExemptions were given to those who were caring for a child under age 3 or working at least 30 hours per week.

'8 n addition, women who were under age 20 and who lacked a high school diploma or a GED certificate were re-
quired to participate in a STRIDE education activity and could be sanctioned for noncompliance. The same rule ap-
plied to women under age 20 in the MFIP group.

BAfter mid-1995, individuals who volunteered for STRIDE services, enrolled in an activity, and ceased to partici-
pate could be sanctioned for noncompliance.

-11-



Figure 1.2

Overview of the Intake and Random Assignment Process for the MFIP Evaluation

Completed Baseline Information Forms (BIF)

Random
Assignment

A 4 y A 4
Assigned
Assigned to MFIP Assigned
to MFIP Incentives to AFDC
Group Only Group
Group

AFDC/Food Stamp/Family
General Assistance Eligibility
Determined

MFIP Eligibility Determined

NOTE: In Hennepin County only, a fourth research group was assigned which received AFDC benefits but no STRIDE
services. This group isdiscussed in Appendix A.



B. Single-Parent Familiesin MFIP

If assigned to MFIP, a sngle-parent gpplicant attended an digibility interview with a specidized
MFIP worker. At that interview, she learned how MFIP was designed to make work pay, how her
benefits would be affected if she was working or went to work, and when she would be required to
participate in employment and training services. To prevent the expanded earned income disregard from
caudng a large increase in the proportion of new applicants found digible, workers assessed applica
tions using an earned income disregard formula that was smilar to that used in AFDC. If found digible
under these rules, the gpplicant then recelved a monthly cash grant that was determined using the MFIP
benefit formula, which included Food Stamp benefits in cash, rather than coupons, and Medicaid. If she
began to work or her work increased, her grant was reduced, but, as explained earlier, the reduction
was smaler under MFIP than it would have been under AFDC (see Table 1.1 for details). When the
program began in 1994, a single parent with two children was no longer digible for MFIP when her
earnings reached $1,487 per month — $198 more than under AFDC.

Ongoing AFDC recipients (those recelving assstance at the time of random assgnment) who
were assgned to MFIP at the time of their recertification interview received the same information about
the program that applicants received. Their cases were converted from AFDC to MFIP, and, if deter-
mined digible, they began to receive MFIP benefits and incentives.

MFIP s benefit structure was actualy more generous than AFDC' sin severd ways that are not
encompassed in the changed earned income disregard.° Firgt, in MFIP, earnings were budgeted retro-
spectively, so that the first two months of earnings after starting a job were not counted againgt the
MFIP grant. Second, if a person faced a significant lossin earnings due to losing ajob, the MFIP grant
was immediately increased to make up for that loss rather than waiting two months for the earnings loss
to cause the MFIP grant to go up.

Moreover, even for families without earnings, some changes in digibility rules were to the benefit
of MHP families. In particular, the basc MFIP grant assumed that dl families would have received the
maximum Food Stamp shelter deduction if they had been in the Food Stamp program. This alowed
MFIP to meet a federd waiver requirement that no family lose money as a result of the Food Stamp
cash-out, at the same time meeting MFIP' s own god of streamlining the digibility process by diminating
the use of individud families shelter expenses to determine ther grants. (If MFP had assumed, for ex-
ample, that dl families had received the average shelter deduction, then families with high shelter costs
would have lost money under MFIP.)

When an MHP parent had received welfare for 24 of the preceding 36 months, and if she
worked less than 30 hours per week, she was required to participate in MFIP' s employment and train
ing services. When she became subject to the mandatory participation requirement, she was notified and
referred to an MFIP service provider agency. MFIP recipients who were not yet subject to the partici-

“Many of the differences between MFIP and AFDC eligibility rules came about because, in the process of com-
bining the AFDC and Food Stamp programs into one set of eligibility rules, program planners had to reconcile the
differencesin awide range of rules between the two programs.
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pation mandate could volunteer for services esewhere in the community, but not for MFIP or STRIDE
sarvices.? The MFIP employment and training component was designed not only to provide services to
develop skills and move people into employment but also to reinforce the message about the financid
incentives for working. Thus, the financid incentives of MF P were more strongly marketed to individu-
ds participating in these activities.

An MFIP parent next developed an employment plan with an MFIP case manager. MFIP em+
ployment and training services were often operated by the same providers as the STRIDE program, but
by distinct staff who had been trained in MFIP' s philosophy and procedures. As in STRIDE, the em
ployment plan could include education and other activities. In contrast to STRIDE' s long-term approach
and its emphasis on education, however, MFIP emphasized quicker entry into the workforce and the
use of part-time and possibly low-wage work, perhaps combined with education, as a stepping-stone to
ful-time work and sdlf-sufficiency. As explained earlier, if child care wes required for participation in
any component of the plan, including employment, MFIP paid child care codts directly to the provider.?
If the parent did not comply with the requirements of MFIP s employment and training component, she
faced a 10 percent reduction in her welfare grant.

C. Two-Parent Familiesin AEDC

The process by which two-parent families were randomly assigned either to AFDC or to MFIP
was identical to the process for single-parent families. However, in each research group, the treatment
that was provided to two-parent families was quite different from the treetment provided to single-
parent families.

In mogt two-parent families, both biologicd parents were present, and the family would be
evaduaed for digibility for AFDC-UP. To be digible for the AFDC-UP program, the family had to
document that the primary wage-earner had worked in at least 6 of the previous 13 cdendar quarters
(the “work history requirement”)* and had been unemployed for at least 30 days prior to approva for
benefits. In addition to these redtrictions, the two-parent family had to be financidly digible for bendfits,
if the primary wage-earner worked while receiving AFDC-UP benefits, he or she was limited to work-
ing no more than 100 hours per month (the “100-hour rul€’). Benefits were available to both married
and unmarried two- parent families with a dependent child.

The AFDC-UP program further required that the primary wage-earner either work or partici-
pate in a job search program. If the job search program did rot lead to private sector employment
within a specified period of time, the parent was required to work in a Community Work Experience
Program (CWEP) position. Although there was a mandatory AFDC-UP job search program in place

20 July 1995, alimited number of spaces were opened for volunteers for MFIP services.

ZUnlike STRIDE, MFIP would also pay for child care while a participant attended family counseling or other
social services activities, if the services were part of the employment plan.

“More specifically, the primary earner had to have worked and earned at least $50 in at least 6 of the previous 13
calendar quarters, or the primary earner had to have been eligible for unemployment compensation benefits during
the past year.
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throughout the follow-up period, CWEP was not operationd in the MFIP field trid counties until late
1995, partway through the follow-up period for the evauation.

In some families, both parents were present, but one parent had a long-term disability. Such
families could be found digible for the AFDC program under a provison for incapacitated parents.
Smilarly, two-parent families who included a stepparent were subject to the rules of AFDC rather than
AFDC-UP. In the AFDC program, stepparents were not considered part of the official family unit, but
some proportion of their income could be “deemed” accessible to the family. Families who included an
incapacitated parent or a stepparent and were found eligible for AFDC could volunteer for the STRIDE
program if a parent met the STRIDE target group criteria, but they were not subject to mandatory job
search / CWEP services,

A smdl proportion of families in which both biologica parents were present but the family did
not qudify for AFDC-UP (for example, because the primary wage-earner could not meet the work his-
tory requirement) received benefits through the state-funded FGA program.

D. Two-Parent Familiesin MFIP

For two-parent families, some aspects of the MFIP program operated in much the same way as
described for single-parent families. In particular, MFIP s financid incentives — its expanded earnings
disregard and streamlined child care rembursement — worked smilarly for two-parent and single-
parent families

However, the changes in digibility rules under MFP went considerably further for two- parent
families. For the mgority of two-parent families, in which both biological parents were present, MFIP
made the initid digibility process much less arduous and reduced the restrictions on work after the fam:
ily was on welfare. When two- parent families gpplied for MFIP, they no longer had to prove an exten
sve work higtory or that they were incapacitated — increasing the likelihood that two- parent families
would be found digible. Once on welfare, they were no longer subject to the 100- hour rule, making it
possble for working families to remain on welfare even with a full-time job, as long as their earnings
were low enough to keep them digible. Because the 100-hour rule in essence made families choose be-
tween welfare receipt and movement into full-time employment, its remova should have encouraged
work; but it may also have enabled those who would have worked in the absence of MFIP to stay on
welfare longer than they would have been permitted in the AFDC-UP program. A mgor goa in remov-
ing that 100-hour rule was to diminate any incentive for fathers (in low-wage jobs) to leave ther fami-
lies, thus assuring the families of continued welfare income and access to public assstance services such
as Medicaid.

To enaure that families would not be financidly worse off under MFP than they would have
been under AFDC and Food Stamps, MFIP alowed two- parent families who included a stepparent to

%A two-parent family was eligible for child care reimbursement assistance only if both parents were working or
engaged in a work-related activity. (However, if the second parent was a stepparent who opted out of the assistance
unit, single-parent rules for child care applied.)
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choose whether or not the stepparent would be included in the family unit, dlowing them to choose the
configuration most favorable to their grant calculaion. Moreover, if the family decided not to include the
sepparent in the assstance unit but instead to follow the procedure for “deeming” his income as poten
tidly available for supporting the family, MFIP dlowed families to disregard more of that income than
was the case under AFDC. (The disregard was high enough that, for many families, none of the step-
parent’ s income would be counted in determining digibility.)

If, a the time of random asignment to the MFIP group, a two-parent family had dready re-
celved public assstance for at least 6 of the past 12 months, the parents were immediately referred to
MF P s employment and training program. Both parents were required to attend the initid orientation to
the services that would be provided. Subsequently, each family was dlowed to decide which parent
would participate in the mandatory services?® Two-parent families who were newly gpplying for welfare
a the time of random assgnment were referred to the mandatory services after they had been on wel-
fare for 6 months. (If one parent was incapacitated, two- parent familiesin MFIP faced no participation
requirements. If the family included a stepparent, the family was subject to the same participation re-
quirements as asingle-parent family.)

1.  TheMFIP Evaluation

To compare the outcomes of families in MFIP with the outcomes of the families in the AFDC
gystem, a random assgnment design was used, with gpplicants for and recipients of public assstance
being assigned to either the AFDC system or the MFIP system. Random assignment began in April
1994 and concluded in March 1996, after a total of 14,639 families had entered the research sample.
This find report follows families in the sample for two to three years (depending on the source of data),
obtaining information on wdfare recaipt, earnings, family income, poverty, and other outcomes.

The random assgnment process began at the time an individua applied or regpplied for asss-
tance. At this time, families could be assigned to one of three research groups: the MFIP group, the
AFDC group, or the MFIP Incentives Only group.?® The process of random assgnment provides a
powerful tool for estimating the program effects. Because sample members were assigned randomly, the
characteridtics of individuds in each research group should not differ systematicdly a the time of ran
dom assgnment, or “basdine” Therefore, any differences in oucomes among these three research
groups can be attributed to the program, and comparisons of the outcomes for families assigned to each
group provide areliable estimate of MF P simpacts.

“Thiswasin contrast to CWEP, in which the mandatory participant was the parent whom the program defined as
the primary wage-earner, based on the parents' previous work histories.

%In Hennepin County (Minneapolis) only, some families were also randomly assigned to a fourth group, the
AFDC/No Services group. Members of this group continued to receive assistance under the AFDC system but were
not eligible to receive STRIDE services, thus allowing an evaluation of the STRIDE program compared with providing
no employment or training services. Since an evaluation of STRIDE is of secondary interest to MFIP, the description
of this group and test are reserved for Appendix A. This group is not included in any of the analyses in the main
body of the report.
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Vaiations in the random assgnment design for sngle- and two-parent families, and for urban
and rurd counties, as well as the questions that this design enables the evauation to answer, are dis-
cussed below.

A. Random Assignment Design for Single-Parent Families

As shown in Figure 1.3, the random assgnment design for single parents differed by geographic
area. Single parents in urban counties could be assigned to any of the three research groups — MFIP,
AFDC, or MFIP Incentives Only — whereas sngle-parent families in rural counties were assigned to
only the MFIP or the AFDC group.?’

1. MFIP. All snge-parent families assgned to the MFIP group received the full MFP
program. Thisincluded MFIP s benefit structure, its financia incentives, and, when families had received
public assistance for 24 of the past 36 months, the requirement to participate in MFIP' s employment
and training services.

2. AFDC. Sngle-parent families assgned to the AFDC group were digible for the benefits
and services offered by Minnesota’'s AFDC system. They were subject to the financid rules of the
AFDC and Food Stamp programs, and if they were a STRIDE target group (described in Table 1.1),
they were digible to volunteer for STRIDE services.

3. MFIP Incentives Only. This third research group was created for the purpose of the
evauation, to help disentangle the effects of MFIP' s two mgor components finanda incentives and
mandatory employment and training services.

Although this group is cdled “MFIP Incentives Only” as shorthand, single-parent families as-
sgned to it were subject to all of MFIP’s financial changes (induding the changed earned income
disregard, the Food Stamp cash-out, changes in child care reimbursement, and other digibility changes
such as revisons in how stepparents income was budgeted). However, these single parents were not
subject to time-triggered mandatory services, nor could they volunteer for MFIP employment and train-
ing sarvices. If digible, members of the MHP Incentives Only group could volunteer to participate in
STRIDE sarvices.

B. Random Assignment Design for Two-Parent Families

For purposes of the evauation, two-parent families were defined as those in which two parents
(aither biologicd or stepparent) were living in the home at the time of random assgnment. As summa-
rized in Figure 1.4, two-parent families were assigned to ether the MFIP group or the AFDC group,
and both groups received somewhat different trestment than single parents in the same research groups.

1. MFIP. All two-parent families assgned to the MFIP group received MFIP berefits,
which, in addition to providing financid incentives smilar to those for angle-parent families, removed

“Because the rural sample and two-parent sample were too small to allow for a third research group, the MFIP
Incentives Only group was available only to single parentsin urban counties.
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Figure 1.3

MFIP Random Assignment Design for Single-Parent Families
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Figure 1.4

MFIP Random Assignment Design for Two-Parent Families
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ggnificant redrictions on digibility present in the AFDC-UP program, including the work history re-
quirement and the 100-hour rule, discussed earlier in this chapter. When these families had received
public assstance for 6 of the past 12 months, at least one parent was required to participate in MFIP' s
employment and training services.

2. AFDC. Two-parent families in the AFDC group were digible for the benefits and ser-
vices of the AFDC system (primarily AFDC-UP)?® and the Food Stamp program as described above.

C. Research Questions

Table 1.2 outlines the key research questions addressed by the MFIP evaluation and lists the
comparisons between research groups that are used to answer each question.

Primary question regar ding single- and two-par ent families

What are the effects of the full MFIP program? Thisisthe primary question of
the evauation. As shown in Table 1.2, it can be answered for both sngle- and two-
parent families, for dl subgroups. The impact of the full MFIP program is measured
as the difference in outcomes between members of the MFP and AFDC groups.
However, differences in the program model mean that this basic question should be
worded dightly differently for angle- and two-parent families:

For single-parent families, does MFIP’s entire system of financial incen-
tives and targeted participation mandates lead to different outcomes than
the AFDC system? As illustrated in Figure 1.3, for angle-parent families, the
finandal incentives offered and the employment and training requirements were
different for the MF P and the AFDC groups.

For two-parent families, does MFIP’s package of streamlined eligibility
rules, financial incentives, and targeted participation mandates lead to dif-
ferent outcomes than the AFDC system? As illugtrated in Figure 1.4, for
two-parent families, the digibility rules, financia incentives, and employment and
training requirements were different for the MF P and the AFDC groups. Note,
however, that because most two-parent families in the AFDC group were sub-
ject to a job search / CWEP requirement, the main differences between the
two groups are the changes in digibility rules and financia incentives.

Additional questionsregarding single-par ent families

What are the effects of offering MFIP’s financial incentives alone? This ques-
tion is addressed for single-parent families in urban counties, by comparing out-
comes for the MFIP Incentives Only group and the AFDC group. As shown

%A small proportion of two-parent families in the AFDC group received cash assistance from the FGA program
instead of from AFDC.
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Tablel.2

M FIP Resear ch Questions and the Resear ch Group
Comparisons That Address Them

MFIP Incentives Only MFIP vs.
MFIPvs. AFDC vs. AFDC MFIP Incentives Only
What are the effects of
What are the effects adding MFIP's mandatory
What are the effects of of MFIP's financia services and reinforced
the full MFIP program? incentives alone? incentive message?
Single-parent families
Urban counties
L ong-term recipients v 4 v
Recent applicants 4 4 4
Rural counties
Long-term recipients v
Recent applicants v
Two-parent families
Urban and rural counties
Recipients v
Applicants v
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in Figure 1.3, these two groups received the same employment services but different
financid incentives to work.

What are the effects of adding the mandatory services and the reinforced in-
centive message to the financial incentives? Thisimpact is determined for sngle
parents in urban counties by comparing outcomes for the MFIP group and the
MH P Incentives Only group. These two groups received the same financid incen-
tives to work, but members of the MFIP group were required to participatein em-
ployment services (when they reached the “time trigger”). For those who partici-
pated in MFIP employment services, the employment staff also reinforced the pro-
gram’s message about financid incentives.

The additiond questions that can be answered for single-parent families highlight the power of
the three-group research design to decompose the impacts of MFIP s various components. At the same
time, however, to appropriately interpret the impact results, it is necessary to understand the limitations
of the design. In particular, the decomposition of MFI P s impacts does not answer the question “What
are the effects of the mandatory services done?’ To answer that question would require a comparison
between the AFDC group and a group that received MFIP' s mandatory services with no financid in-
centives.

The effects of adding mandatory services to existing financid incentives could arguably be ether
larger or smdler than the effects of providing mandatory services in the absence of financid incentives.
On the one hand, there may be positive interactions between the financia incentives and the mandatory
sarvices, increasing the positive effects of mandatory services on employment. For example, the MFIP
message that “work pays’ was drongly reinforced during the orientation to employment and training
sarvices and during other meetings with staff, possibly increasing participants’ likelihood of responding
to services by going to work. Many employment and training staff dso stated that they were enthusas-
tic about MFIP's employment bcus because they knew that the financid incentives made working
beneficid to ther clients, perhaps their enthusiasm for the incentives made them more persuasive with
clients than they would have been in the absence of the incentives. Even if the incentives did not affect
the implementation of services, there may have been clients who would have responded to mandates
when combined with incentives but not to mandates without incentives.

On the other hand, the effects of adding the mandatory services to financid incentives could be
smdler than the effects of mandatory services done. Imagine that welfare recipients fdl into two groups:
Group A will go to work in response to any new encouragement — either a voluntary work incentive
or a participation mandate; Group B, in contrast, will respond only if mandated to do so. Thus, the ef-
fect of establishing new mandates in the absence of any incentives would be additiona employment for
Group A and Group B. However, comparing outcomes for a group subject to mandatory services plus
incentives with outcomes for a group receiving incentives done — the comparison made in this evalua-



tion — captures only the new employment of Group B, that is, the impact of adding mandates to incen-
tives®

Both of these dynamics — an interaction between mandates and incentives, and an incrementd
effect of mandates that is smdler than their totdl effect — arelikely to be at play in MFIP, making it im-
possible to conjecture whether the effects of added mandates are smaler or larger than the effects of
mandates provided aone. Readers who are interested in the impacts of mandatory services provided
without incentives may refer to a variety of other current welfare-to-work evauations, such asthe Na-
tional Evaluation of Welfare to Work Strategies (NEWWS). ¥

D. Research Subgroups

Both the random assgnment design and the MF P program modd have implications for how re-
aults are presented in this report. As explained further below, results for single parents are often pre-
sented separately for urban and rura counties, because only single parents in urban counties were &
sgned to the MFP Incentives Only group. In addition, results for both single- and two-parent families
are presented separately, by wefare status at the time of random assignmert, to reflect substantia
treatment differences between members of the MFIP group who had reached the MFIP time trigger
and those who had not. These ditinctions are discussed further below.

1. Single-Parent Families in Urban and Rural Counties. As shown in Table 1.2 and
discussed earlier, the primary research question — understanding the effects of the full MFIP program
— can be answered for sngle- and two-parent families in both urban and rura counties. However, the
attempt to disentangle the effects of the different components of MFIP can be accomplished only within
the subset of families who were randomly assigned to dl three research groups — sngle-parent families
in urban counties. One implication of this research design is that this report presents many of the results
for angle parents separately for urban and rurd counties. (The presentation of results by geographic
area may dso hdp to identify differences in program effectiveness in urban and rura counties, which
might be expected because of differences in economic conditions or in the demographic characteristics
of their populations.)

2. Single-Parent Long-Term Recipient and Recent Applicant Families. A fundamen
tal implication of the MFIP rules described in Section 1l is that the program was experienced very dif-
ferently by single parents who were considered long-term recipients — those who had received AFDC
for a least 24 of the 36 months before random assgnment — than by new applicants to welfare and
short-term recipients. Although al these groups were entitled to MFIP' s financid incentives, only long-
term recipients were immediately subject to the program’s mandatory employment and training ser-
vices upon random assignment to MFIP. In contrast, new applicants — those who were gpplying to

®This example focuses on MFIP’ simpacts on employment, but similar reasoning can be applied to the program'’s
impacts on AFDC payments. For example, the effect of adding a participation mandate on top of incentives may beto
reduce average welfare benefits received (by inducing more people to work), but the reduction in welfare paymentsis
likely to be smaller than if amandate were implemented in the absence of financial incentives.

%See, for example, Freedman et d., 2000.
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wdfare for the first time on the day of random assignment® — were informed that the mandates would
apply to them if they remained on wefare for 24 months after random assignment to MFIP. Short-term
recipients, who had received welfare before random assgnment but for a period of less than 24 months,
were informed that they would be referred to mandatory activities when they reached the two-year time
trigger. Because neither new agpplicants nor short-term recipients were immediately subject to MFIP's
mandates but both were potentialy subject to the mandates during the three-year follow-up period used
for many outcomes in this report, for amplicity these two groups are combined into one subgroup caled
“recent applicants’ in the report. (Box 1.1 summarizes the key elements of MF P for single-parent fami-
lies)

Compounding the difference in how long-term recipients and recent applicants experienced the
MF P trestment is a subgtantia difference in the rates a which the two groups typicaly leave wefare,
even in the absence of MFIP. In generd, recent gpplicants are likely to find jobs and to leave wdfare
more quickly than are long-term recipients. Thus, as anticipated by MFIP s planners, by the time recent
gpplicants reached their two-year time trigger for mandatory services, a Sgnificant proportion of them
were likely to have dready left welfare, having never been “touched” by the mandated activities (aside
from the possible effects of being told that services would be mandatory for them in the future). To-
gether, the program’ s strategy of exempting recent gpplicants from mandated services for two years and
the wefare dynamics that inspired that strategy mean that the typicd long-term recipient and the typicd
recent applicant received profoundly different MFIP treatments. For this reason, the results for long-
term recipients and recent applicants are examined separately throughout the report.*

Box 1.1
Key Elements of MFIP for Single-Parent Families

Recent Applicants Long-Term Recipients
Financia incentives (and other - Financia incentives (and other
changesin digibility rules) changes in digibility rules)
Referral to mandatory services - Immediate referral to manda-
with reinforced incentives tory services

message if remaining on wel-
fare and reaching the two-year
time trigger

#Technically, a“new applicant” is defined as a person who is applying for welfare for the first time in the past
three years.

®The report refers to the subgroups by their status at the time of random assignment. Therefore, parents who
entered the demonstration when they applied for welfare are always referred to as “applicants,” even though most
became recipients of welfare when their eligibility had been verified.
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By presenting separate results for recent gpplicants and for long-term recipients, the evauation
asesses the effectiveness of the program from two very different perspectives. On the one hand, the
results for the recent applicant group are important because they provide an indication of how MFIP
might affect the wefare system’s future entrants (who have not been affected by prior welfare rules) as
some progress into employment or off welfare and some remain on wefare and eventudly become
long-term recipients. The results for long-term recipients, on the other hand, are important because they
provide an opportunity to drectly examine the effects of MF P s full trestment — incentives plus mar+
dates — without waiting severd years for a new applicant group to eventualy reach the time trigger for
mandated services and be affected by them. Moreover, from a policy perspective, long-term recipients
have proved least likely to gain employment and leave the system without some intervention. Thus, a
any point in time, the mgjority of welfare recipients are long-term recipients, and expenditures on them
represent the bulk of welfare costs. For this reason, the MFP modd was designed to intervene most
intengvey for long-term recipients, and the results for long-term recipients are of particular interest.

3. Two-Parent Recipient and Applicant Families. The report presents results separately
for two-parent recipient and gpplicant families because these two groups were expected to have differ-
ent responses to the MFIP program. One reason for this expectation is Smilar to that described above
for angle parents — the MFIP time trigger meant that mandatory services were likdly to affect alarger
proportion of recipients, and to affect recipients more quickly, than gpplicants.

For ongoing recipients, the MFIP random assgnment process occurred a the annud
recertification interview. This meant that the mgority of two-parent recipient families had been on
wefare for a least one year a the time of random assgnment and, if asigned to the MFIP group,
would be referred immediately to MFIP' s mandatory services. In fact, because the time trigger for dl
two-parent families occurred after only sx months on welfare, even new applicants were subject to the
progran’s mandates sx months after enrollment in MFIP. On the one hand, two-parent recipient
families who remained on welfare would be subject to the time trigger much more quickly than single-
parent gpplicants. On the other hand, it was likdly that a substantia proportion of them would leave
welfare before six months had passed, so they remained less likely than two-parent recipient familiesto
be affected by the program’ s mandatory services.

As summarized in Box 1.2, there is another way in which the MFIP trestment likely &fected
two-parent gpplicant and recipient families differently: The removd of the work history requirement af-
fected only the initid gpplication process, S0 it affected welfare receipt only for new gpplicants. In con
tradt, the remova of the 100-hour rule affected both gpplicants (once they were found digible and be-
gan to receive public assistance) and recipients.

V. TheContext of the MFIP Field Trials

The findings of any program evauation should be interpreted in the context of the socid, paliti-
cd, and economic environment that existed when the program was implemented and outcomes were
measured. In addition to being hepful for interpreting the program’ s effects, such environmenta charac-
teristics can affect the generdizability of the evaluation’s results to other locations or other time periods
in which the conditions are substantialy different. This section describes saverd internal and externd
environmental characterigtics that had some potentiad to affect the MFIP fidd trids.
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Box 1.2
Key Elements of MFIP for Two-Parent Families

Applicants Recipients
Financia incentives (and other - Fnandd incentives (and other
changes in digibility rules) changes in digibility rules)

Removal of the work history
requirement at application

Remova of the 100-hour rule - Remova of the 100-hour rule
for ongoing digibility for ongoing digibility

Referral to mandatory services - Immediate referral to manda-
with reinforced incentive mes- tory services

sage if remaining on welfare
and reaching the six-month time
trigger

A. Minnesota’'s Economy

The MFP evauation occurred during a time of strong economic growth in Minnesota. Unem-
ployment rates were low at the beginning of the fidd trids and continued to fal throughout the follow-up
period. For example, in June 1994, the unemployment rate in Minnesota was 3.9 percent; by June
1998, it had dropped to 2.5 percent.> Unemployment rates were higher in rural than urban counties —
three of the four rura counties in the evauation had unemployment rates of over 7 percent during the
evaluation.®

In any experimenta evauation of awdfare-to-work program, astrong local economy will make
it eeser for the control group (in this case, the AFDC group) to find employment, resulting in a higher
benchmark for the program (MFIP) group to “beat.” Of course, a strong economy will aso make it
easier for the program group to gain employment. Whether or not the economy actudly affects the mag-
nitude of program impacts will depend on how the program treaetment itsdlf is likdly to interact with the
economy. It seems likdly that the MFIP treatment’s emphasis on fairly quick employment rather than
human capital development would indeed be more effective when unemployment rates are low, because
employers would be looking for and eager to hire many of the new workers whom the program would
induce to look for jobs. However, it is difficult to know whether thisimproved effectiveness would pro-
duce larger net impactsthan in aweaker economy, given that members of the AFDC group faced such
favorable employment conditions.

%U.S. Department of Labor, Bureau of Labor Statistics, 2000.
#1999 County and City Extra, 1999.
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B. Minnesota's AFDC System

Severd characterigtics of Minnesota s welfare system leading up to the MHP fidd trids could
have had some influence on the program’s effects. Firdt, Minnesota s welfare grant was relaively high:
The maximum grant for a family of three in January 1994 was $532, compared with $366 nationally.®
Because of this rdaively high grant, even Minnesota s AFDC program had a high proportion of recipi-
ents who were mixing work and welfare — 13.3 percent compared with 9.5 percent nationaly.* The
relatively high rate of employment within Minnesota s welfare casdload could have made it more difficult
for MFIP to increase employment rates, and more likely that its expanded earned income disregard
would go to people who were dready working even in the absence of the program. Similarly, it would
be more difficult for families to earn enough money to leave welfare if the earned income disregard were
expanded above an dready rdatively high basic grant rather than alow grant level. The pogtive side of
that dynamic is that when families iemained on wefare & higher earnings levels, MFIP s expanded
earned income disregard should have had a positive impact on the income of more families than it would
have if families had exited wefare a alower level of earnings.

A second aspect of Minnesota s welfare system that differentiated it from some other Satesis
that Minnesota had never indituted a mandatory employment and training program for single parents
prior to implementing MFIP. Thus, the population who entered the field trids had not faced a strong
expectation of work in the past and may have reacted differently to the program than would a group
composed of families who were dill on wefare after previoudy having faced strong expectations about
work.

Findly, during the fidd trids, Minnesota s welfare casel oad declined considerably; from 1994 to
1998, the caseload decreased by 23 percent.®’ This backdrop of changing welfare use in Minnesotal's
AFDC system is important context for interpreting MFP s impacts on welfare receipt. Because most
members of the evaluation research sample were randomly assigned over a rdatively short period, the
reduction in Minnesota's casdloads did not result in substantiad differences in the demographic charac-
teristics of “early” and “late’ entrants into the field triads*® However, the population who would be sub-
ject to an MFIP program operating after thefidd trid years would likely have a different demographic
compodition, presumably with more intractable barriers to work, than that of the research sample for the
fidd trids.

C. Earned Income Credits and Other Supportsfor Working Families

The presence (and expansion) of the federal Earned Income Credit (EIC) may have affected the
employment decisons of MFIP and AFDC group members, as wel as ther likeihood of being in pov-
erty given a paticular level of earnings. The maximum federal EIC for a Sngle-parent family with two

%U.S. House of Representatives, Committee on Ways and Means, 1998, Table 7-14, p. 429.

%U.S. House of Representatives, Committee on Ways and Means, 1998, Table 7-25, p. 455.

U.S. Department of Health and Human Services, Administration for Children and Families, 1999.

*For example, virtualy all long-term recipients entered the sample over a 12-month period, so that in essence
they can all be considered members of one cohort.
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children was $2,528 in 1994, and it rose to $3,656 by 1997.* In addition, Minnesota s state EIC, the
Working Family Credit, was caculated as 15 percent of the federa credit and raised the sum of the
maximum federal and state credits in 1997 to $4,204.%° A growing literature credits the expansion of the
EIC with increasing the proportion of single parents who work and with reducing family poverty rates™

The gstate of Minnesota aso supports working-poor families through a number of additiond
programs operating outsde the welfare system. For example, Minnesota operates a hedlth insurance
program for poor and near-poor families, resulting in only 9.2 percent of individuas lacking insurance
— the fourth-lowest uninsured rate in the country.* The dtate has dso invested considerably in child
care, increasing funding for Basic Siding Fee child care for the nonwefare poor from $29 miillion in
1994 to $72 million in 1999.%

Thus, any postive effects of the MFIP program should be interpreted as effects that were
achieved over and above any impacts of the federal and state EICs and Minnesota' s set of supports for
working-poor families. These other policies might have complemented MFIP to make the program
more effective a& moving people into work, or, conversdy, they might have increased the difficulty of
rasng employment in the MFIP group, by creating a favorable environment for employment among
control group members.

D. An Increasng Employment Focusfor MFIP and STRIDE

During the time period in which MFP was implemented, welfare-to-work Srategies both in
Minnesota and nationally gradualy moved away from an emphasis on education and training and toward
an gpproach that emphasized work as a requirement for receiving welfare. Throughout the 1990s, the
policies of many states, including Minnesota, began to place greater emphasis on moving people quickly
into employment, culminating in the PRWORA requirement that welfare recipients enter employment
within two years of entering the system. This gradud change in emphas's affected both the MF P pro-
gram and the STRIDE program, with which MFIP is being compared in this report.

MFIP. At itsinception, MFIP' s employment and training services were different from those of
the STRIDE program, not only because they were mandatory but aso because they had a stronger fo-
cus on employment within the “mixed menu” from which participants could choose among job search,
education, and training activities. Over time, Saff reported an even sharper focus on participants enter-
ing employment quickly. For example, as the fidd trids proceeded, MFIP daff were given technicdl
assstance on improving the qudity of the job search component, state MFIP officials encouraged the
use of job search as afirst activity, and participants were steered toward shorter-term training programs
than wasinitidly the case.

¥U.S. House of Representatives, Committee on Ways and Means, 1998, p. 867.

“Minnesota’ s Working Family Credit was increased after the eval uation period, so that by tax year 2001, the av-
erage family’ s Working Family Credit will be about 33 percent of the federal EIC.

“'See Meyer and Rosenbaum, 1998; Eissaand Liebman, 1996.

*|n addition, Minnesota's rate of uninsurance for children is only 4.8 percent (Burt, Green, and Duke, 1997;
Coughlin, Rgjan, Zuckerman, and Marsteller, 1997).

“*Elizabeth Roe, Minnesota Department of Children, Families, and Learning, telephone conversation.
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STRIDE. Throughout the period of the fidd trids, Minnesota' s STRIDE program underwent
changes designed to increase the likelihood that participants would complete their activities and to focus
the program more on the god of employment. In July 1995, the legidature formdly revised the rules for
STRIDE in two ways. Fird, athough it had dways been a voluntary decision to enter the STRIDE pro-
gram, if a person decided to enroll after July 1995, she could be sanctioned for falling to follow through
on the plan that she and her case manager had developed. Second, STRIDE participants who enrolled
in part-time education or training programs were required to spend a specified number of hours per
week in paid employment, work study, or volunteer activities. Case managers were aso discouraged
from gpproving education or training plans that took longer than two years to complete (whereas four-
year college curricula had been an option for previous STRIDE participants), and they reported that the
program placed an increasing emphasis on employment. Nevertheless, in the STRIDE program, educa-
tion or training remained the primary route to employment.

As aresult of the changes described above, both MFIP and STRIDE s&ff in fidd interviews
described their employment and training services as being more employment-focused in 1996 than in
1994. The fact that both programs evolved over time is an important part of the implementation story.
Despite these changes, though, MFIP s services through the end of the field trids remained subgantidly
more employment-focused than services offered by STRIDE.

E. TheTranstion from MFIP Fidd Trialsto Statewide M FIP (M FI P-S)

In early 1997, Minnesotd s legidature adopted its plan for a statewide MFIP program. Differ-
ences from the field trid verson of MFIP include:

A 60-month lifetime limit on wefare receipt (adopted in response to the 60-month
limit on federadly funded TANF benefits)

A requirement that single parents either work 35 hours per week or participate in
job search 30 hours per week, with narrower provisons for education and training
activities and more subgtantia sanctions than under the origina MFIP program

For sngle-parent families, atime trigger for the work requirement that gpplies within
6 months of entry into public assstance (rather than 24 months, as under the origind
MFIP program)

A reduced base grant and financid incentives that alow recipients to remain on wel-
fare until their earnings reach 120 percent of the poverty line (rather than 140 per-
cent, as under the original MFIP program)

The following changes to Minnesota's public assstance system resulted from MFIP-S
and were phased in from mid-1997 to mid-1998, as shown in Figure 1.5:

As of March 1997, the STRIDE program began to phase out. In some courties, this meant
that few new participants were accepted, athough participants who were dready enrolled
were dlowed to finish ther activities.
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In duly 1997, a five-year time limit on receipt of cash assstance began for dl wel-
fare recipientsin the state who were not part of the MFIP fidd trias*

In July 1997, the 100-hour rule was diminated for dl two-parent families, including
those in the AFDC group of thefield trids.

From January to March 1998, dl welfare recipients in the state who were not part
of the MFIP fied trids were converted from the AFDC system to the new MFIP-S

system.

In June and July 1998, members of dl research groups in the MHP fid trid sam
ple were converted to the MFIP-S program, and data collection for the MFIP
evauation ended.

The fidd trial members were converted to MFIP-S later than the rest of the state caseload be-
cause Minnesota DHS was committed to keeping the basic differences in trestment between the pro-
gram and control groups intact until the evauation follow-up was completed in mid-1998. Nevertheless,
throughout this period of phasing in new rules, DHS officids were aware that publicity about these
changes could confuse members of the field trias regarding which rules goplied to them (particularly
snce even thefidd trid counties were phasing in the new rules for al recipients who were not part of the
research sample).* To mitigate this problem as much as possible, DHS sent out notices informing indi-
viduds in each research group that they were temporarily exempted from the 60-month time limit and
other changes under MFIP-S.

MFIP program staff were keenly aware that change was afoot, and they reported an increasing
awareness of time limits and work reguirements among members of the fidd trids, particularly for the
find 9x months of follow-up for the evaluation, when counties converted the non-fidd trid members of
their caseloads to MFIP-S. However, they dso reported in interviews that most recipients adopted a
“wait and seg’ dtitude toward responding to the impending changes.

Both the work requirements and the 60-month time limit that were part of the new rules under
MFIP-S could have confused sample members about which welfare rules gpplied to them. The primary
concern was that these changes might differentially affect the MFIP and AFDC groups. If, for example,
the vast mgority of the MFIP group believed that there was atime limit but AFDC group members did
not, and if this difference in understanding of welfare rules changed their employment behavior, then the
evauaion might mistakenly attribute changes in their behavior to the MFIP treatment rather than to dif-
ferencesin the groups  underganding of time limits.

“Also in July 1997, earned income disregards were expanded for all welfare recipientsin the state who were not
part of the MFIPfield trials.

*Thus, from mid-1997 to mid-1998, these counties maintained three systems: the new MFIP-S system, the old
AFDC system for research sample members in the AFDC group, and the original MFIP system for research sample
membersin the MFIP group.

-31-



Asit turns out, there was little difference in how the research groups perceived the time limit. By
the point of the 36-month follow-up survey, large mgorities of both MFIP and AFDC group members
— both long-term recipients and recent gpplicants — believed that they were subject to atime limit on
welfare receipt. For example, among single parents, fully three-quarters of long-term recipients and
two-thirds of recent gpplicants believed that there was a time limit on cash benefits. It is understandable
that they would respond this way, because during the time that the survey was fielded, members of each
research group received two mailings from Minnesota DHS explaining that there was a five-year time
limit but that it would not apply to them for another year.*®

Interestingly, by the time of the 36-month survey, the mgority of the AFDC group believed that
they faced some type of work or participation requirement, even though no such requirement yet go-
plied to them. A higher proportion of MFIP group members believed that they faced such a mandate,
athough the gap in their perceptions was not as large as one would expect, given the substantid differ-
encein rulesfor the two groups. (See Appendix B for tables presenting these results.)

F. Concluson: Implications of the M FIP Context for Program | mpacts

The two aspects of Minnesota s economic and policy environment that are most closely related
to the program treatment and therefore most directly affect the generdizability of MFIP s results are the
date' s very strong economy and its high welfare grant levels relative to other states. In addition, aspects
of the program’s context which evolved over time — the improving economy, the expanding EIC, the
increasing emphasis on quick employment throughout the wefare system, and sample members' chang-
ing perceptions of wefare rules — might theoreticaly affect the trend in program impacts over the
course of the follow-up period. Although it is difficult to predict whether these influences will make the
trend in impacts more postive or more negetive over time, this question is examined empiricdly in
Chapter 4. As mentioned earlier, however, the bulk of the sample entered the evauation within a rela-
tively narrow window of time, making it unlikely that sample members who entered the fidd trids “ early”
versus “late’ would show dramdticdly different impacts because of changes in the compostion of the
welfare casel oad.

V. To What Extent Can the Field Trial Results Help Predict
the Effects of M FI P-S?

As described in the preceding section, Minnesota implemented a revised, Satewide version of
MFIP in January 1998 as its response to the new flexibility of federal TANF rules. The many smilarities
between the origind MFIP program and the new MFIP-S make the evaluation results a good starting
point for predicting the likely results of the statewide program, even though the many changesin MFIP-
S makeit difficut to make predictions with accuracy.

“Evaluations of recent programsinstituting time-limited welfare have similarly found that a significant proportion
of welfare recipients believe that they face a time limit, even when they are members of a research group that is not
subject to atime limit (Bloom, 1999, p. 60).
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The biggest policy changesin MFIP-S are aimed at reducing costs and increasing the urgency
of the employment message. These include the five-year time limit, the reduced basic grant, the reduced
earnings threshold for leaving wefare, the more immediate participation mandate, tighter sanctions, and
the increased orientation toward full-time work. In addition to reducing costs, however, these changes
may reduce the mogt direct income-enhancing effects of the program and may increase its employment
impacts, particularly for recent gpplicants to welfare. Moreover, it is difficult to gauge how these
changes will influence any nonfinancid effects that MFIP-S may have on family and child well-being.

The dtatewide program may exhibit other strengths and wesknesses relative to the fidd trids
which are true of many programs that move from an experiment to a wider gpplication. On the one
hand, the evduation results presented here may be more favorable than results for the statewide pro-
gram, because each county in MFIP-Swill probably recaive lessintensve “hand-holding” by sate-leve
daff than was true in the field trids, and because statewide staff may be less enthusiagtic than staff in the
courties that volunteered to participate. In addition, as more welfare recipients in the state are subject to
work requirements, any employment impacts in the fied trids that resulted from “jumping the queue’ for
employment before other workers may be more difficult to achieve. On the other hand, the new state-
wide program has the advantage of potential “community effects,” or changes in community norms thet
may occur now that MFIP is saturating the entire state casgload rather than affecting just subsets of
families within particular counties.

V1. Organization of This Report

This chapter has provided an overview of the MFIP program, the evauation design, and the
context in which the evauation was conducted. The remainder of the report is organized asfollows:

Chapter 2 describes the research design and data sources in more detail, and it de-
scribes the characteristics and attitudes of members of the MFIP research sample.

Chapter 3 assesses differences in participation in employment and training services
for angle-parent members of the MFIP, AFDC, and MFIP Incentives Only groups.

Chapter 4 presents impacts on employment, welfare receipt, income, poverty, em-
ployment retention, and other outcomes for long-term recipients in sngle-parent
families.

Chapter 5 presents MFIP' s impacts for single parents who were recent gpplicants
to welfare a the time of random assgnmen.

Chapter 6 provides results for two-parent families, including a comparison of par-
ticipation patterns for the MFIP and AFDC groups and an assessment of the pro-
gram’s impacts on employment, welfare receipt, income, poverty, maritd sability,
and other family outcomes.

Finaly, Chapter 7 provides a five-year benefit-cost analysis of the program for each
of the key subgroups that are examined throughout the report.



Chapter 2

Resear ch Samples, Data Sour ces, and Char acteristics of the Samples

This chapter provides information on the research samples and data sources used in the Minne-
sota Family Invesment Program (MFIP) evaudtion. Section | begins by identifying the research
samples evaluated in MFIP. Section |1 then introduces the data sources used to describe the effects of
the program. Finaly, Section 11l presents data on the demographic characteristics of the sngle- and
two-parent familiesin the evauation and their attitudes and opinions about work and welfare,

. Resear ch Samples

The MH P evauation sudied two main samples: the full report sample and the smdler 36-month
survey sample. The “full report samplée’ includes nearly everyone randomly assigned into the study, with
the exception of two smdl groups. The following section explains how the two main research samples
are derived from the total research sample.

A. TheFull Report Sample

As described in Chapter 1, MF P stotal research sample includes 14,639 families. As shown in
Figure 2.1, some of these families are excluded from the analyses presented in the main portion of this
report because of their welfare status or because of missing or inaccurate data.' The remaining 11,473
families make up the full MFIP sample.

The full report sample, whose findings are presented in the following chapters, conssts of
11,473 families who were randomly assigned to the MFIP or the AFDC group between April 1, 1994,
and March 31, 1996. The full sample is made up of 9,217 single-parent families and 2,256 two- parent
families All findings for sngle-parent families are typicaly presented separately for urban and rurd
counties, and results for both angle- and two-parent families are presented separately by welfare status
a basdine. As explained in Chapter 1, it is necessary to andyze the results separately by region (for
sangle parents) and by welfare status because of MFIP s research design. Results for two-parent fami-
lies are not andlyzed separately for urban and rural counties because, unlike the research design for
angle-parent families, the research design for two-parent families is identica in both types of counties.
Results for two-parent families are presented in Chapter 6.

In the three urban counties (Dakota, Anoka, and Hennepin) only a proportion of the

The families excluded from the data analysis include (1) a subgroup of 742 familiesresiding in rural counties who
received only Food Stamps; (2) 1,732 members of the fourth research group — the AFDC/No Services familiesin
Hennepin County; and (3) a group of 692 sample members who did not have accurate Social Security information or
did not have the information needed to determine whether they met the MFIP criteria for participation in mandatory
services. A separate analysis of the Food Stamps Only group is presented in Appendix C, and an analysis of the
AFDC/No Servicesgroup is presented in Appendix A.



Figure2.1

Derivation of the Full Report Sample and of the Survey Samplein the M FIP Evaluation

Total Research Sample
14,639
Sample members randomly assigned from
April 1, 1994, through March 31, 1996

I |
Excluded
742 Excluded
Food Stamp Only 692
participants and Sample members
1,732 missing required
AFDC/No baseline
Services sample informatiorP
memberst
Full Report Sample
11,473
Single-Parent Two-Parent
Families Families
(9,217) (2,256)
36-Month
Survey Sample®
3,245
Single-Parent Two-Parent
Families Families
(2,837) (408)

NOTES: 2 The Food Stamp Only group and the AFDC/No Services group are excluded from the full report sample. However, separate

analysis are conducted for them in Appendices A and C.
"Required basdline information included accurate Social Security numbers, information needed to determine whether the person met

the MFIP criteria for participation in mandatory services, and gender.
cThe full 36-month survey sampleis actually 3,720 when the Food Stamps Only and AFDC/No Services groups are included. The

sample of 3,720 respondents was drawn from a pool of 4,586 sample members randomly assigned from April 1, 1994, to October 31,
1994, for aresponse rate of 81 percent.



casdoad was included in the random assignment process because only a fraction of the urban casdoad
was needed to attain the sample sizes for the evaluation. In contrast, the entire caseload was randomly
assigned in the rural counties. Thus, rurd counties are overrepresented relative to their actua proportion
in the casdoads of the evaluation Stes. To adjust for this overrepresentation, rural counties are weighted
down when egtimating impacts for urban and rural counties combined. Table 2.1 presents the sample
szesfor key subgroups in the eva uation.

Table2.1

Sample Sizesfor the MFIP Evaluation

Subgroup Tota Families Urban Counties Rura Counties

Single-parent families 9,217 7,644 1473
Long-term recipients 3,208 2,615 593
Recent applicants 6,009 5,029 980

Two-parent families 2,256 — —
Recipients 1,523 — —
Applicants 733 — —

To be randomly assgned into the research sample, an individua had to be gpplying for or re-
cdving public assstance? a least 18 years old, and residing in one of the seven evaluation counties.
Because few screening criteria were used, the cases randomly assigned to MFIP included some indi-
viduads — for example, those age 60 or older — who were permanently exempt from any employment
and training mandates. Thus, the sample includes the full range of individuas who could be included in
the MFIP program if it were expanded beyond the seven origind counties®

B. The 36-Month Survey Sample

To gan informetion that was not available from administrative records, a random subset of fami-
lieswho entered the program between April 1, 1994, and October 31, 1994, was targeted for a survey
goproximately 36 months after random assgnment. The content of the 36-month survey is described
later in this chapter.

The survey-eligible pool conssted of 4,586 sample members, of whom 3,720 responded to the
survey, for an overadl response rate of 81 percent. The response rate for single-parent families was 80
percent, and the response rate for two-parent families was 83 percent. The 36-month survey sample

To be randomly assigned in urban counties, families had to be applying for or receiving cash assistance (AFDC
or Family General Assistance). In rural counties, an additional group — families who were applying for or receiving
only Food Stamps— was also eligible for random assignment.

3Familiesin which all parents were receiving Supplemental Security Income (SSI) were excluded.
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examined in this report includes the remaining 3,245 responders’ — 2,837 single-parent and 408 two-
parent families. Nonrespondents included those who could not be reached as well as those who refused
to participate. A survey response analysis was conducted by comparing background characteristics and
program impacts for survey respondents with impacts for the full report sample. The results are pre-
sented in Appendix D.

1. Data Sour ces

In addition to the observationd field research that MDRC staff conducted each year since the
program began, this report draws on a basdine questionnaire, administrative records, and survey data.
Each of the data sources is described below.

A. Basdine Characteristics Data

Just prior to random assignment, data were collected on the characteristics of each research
sample member. The Background Information Form (BIF) provided important demographic information
such as the sample member’ s age, educationa attainment, prior work history, and prior welfare receipt.
To complete the BIF, gaff in the financid offices interviewed each wefare goplicant or recipient and
aso collected information on prior welfare receipt from the automated benefit system. These forms were
completed for 98.6 percent of the research sample.

Also prior to random assignment, most research group members completed a confidentid Pri-
vae Opinion Survey (POS). This brief survey asked respondents about their attitudes, opinions, and
preferences regarding work and welfare, thus providing a rich picture of their perspectives as they e
tered the program. Seventy-one percent of sample members completed the POS.?

These data on sample members basdline characteristics are used for three purposes: to de-
scribe the samples, to define subgroups of the population whose participation patterns and program
impacts may be of particular interest, and to contribute to the regresson modd used in the impact anay-
sesto increase the precison of impact estimates.

B. Administrative Records Data

Follow-up data on public assistance benefits received and on sample members earnings were
available from April 1993 to June 1998.° These data provide information about each sample member’s
welfare receipt and earnings for a minimum of one year prior to random assgnment and for up to three

“The survey responders included members of the Food Stamps Only group and the AFDC/No Services group,
which are not analyzed in the body of this report. See Appendices A and C.

°Attitudinal data are not available for 11 percent of the sample members because the survey began in May 1994,
the second month after the start of random assignment. Thus, families randomly assigned during the first month of
random assignment were not issued the POS. The remaining 17.7 percent for whom attitudinal data are missing are
sample members who refused to fill out the POS.

®As discussed in Chapter 1, in June of 1998 changesin Minnesota s welfare system converted all members of the
research sample to the new statewide MFIP program; therefore data was not collected beyond that point.
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years following random assgnment. For two-parent families, these data were collected for the other
parent as well.

Public assistance benefits records were provided to MDRC by Minnesota s Department of
Human Services. These automated data include monthly information on public assstance benefits pro-
vided to each member of the research sample. (As explained in Chapter 1, public assstance may
include MFIP, AFDC, Food Stamps, or Family General Assistance.)

Unemployment Insurance (Ul) earnings records were provided to MDRC by Minnesota' s
Department of Economic Security. These data provide quarterly earnings information for each sample
member, as reported by employers to the Ul system. These data exclude earnings that are not covered
by or not reported to the Ul system — for example, jobs in the informal economy.’

As shown in Figure 2.2, the amount of available follow-up data differed for urban and rurd
countries. For example, the figure shows that dl families were followed through June 1998. This means
that the earliest families who were randomly assigned had 16 quarters, or four years, of follow-up data.
However, because the last group of single parents in urban counties was randomly assgned in Septem-
ber 1995, outcomes for single parents in urban counties were andyzed for only 11 quarters, or two
years and nine months — the common period of follow-up for this subgroup.? Because residents of the
rurd counties were randomly assigned through March 1996, their outcomes were examined for 9 quar-
ters, or two years and three months, after random assignment. The andyss for two-parent families does
not distinguish between urban and rurd counties; therefore, outcomes for two- parent families were ex-
amined for 9 quarters, or two years and three months, after random assignment.®

C. The36-Month Client Survey

As mentioned above, a subset of 3,245 sample members completed a survey 36 months after
random assignment. The survey comprised two sections: a core section and a child section. Some of the
core section’s results (such as the amount and sources of respondents income, hours worked, and
wages and job benefits) are presented in this report, while the results from the child section of the survey
are presented in Volume 2, which includes detailed information about child care, domestic abuse, ne-
ternal depression, and child well-being measures™®

"Because the public assistance and Ul automated systems are maintained at the state level rather than by indi-
vidual counties, MDRC continued to receive these data for individuals who moved outside the seven MFIP counties,
as long as they remained within Minnesota. (However, members of the MFIP or MFIP Incentives Only groups who
moved within Minnesota but outside the MFIP counties received benefits according to the AFDC systems rules.)
Sample members who left Minnesota were counted as having no public assistance payments or earnings during the
months or quarters that they were outside Minnesota. Although it is possible that cross-state migration occurred
differentially for members of different research groups, this datalimitation is unlikely to have led to substantial biases
in impact results.

#The benefit-cost analysis presented in Chapter 7 utilizes all data available for each individual rather than limiting
the follow-up to the common period for each subgroup.

*The analysis for two-parent families combines urban and rural counties because their research designs are iden-
tical and because sample sizes are small.

“Gennetian and Miller, 2000.



Figure2.2
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The 36-month survey results augment the adult and family-level outcomes measured by the ad-
minidrative records data — for example, by providing important employment information otherwise not
avalable, including participation in employment and training activities, hours worked, and weekly wage
rates. The survey results dso include measures of respondents understanding of the program to which
they were assigned, family circumstances, household compostion, sources of income, and material
hardship.

The core section of the survey took about 30 minutes to complete and was conducted primarily
by teephone, with interviews taking place in person only for families who were difficult to reach by
phone.

[1l. Characteristics, Opinions, and Attitudes of Familiesin
the MFIP Sample

A. Sdected Characteristics of Single-Parent Families

Table 2.2 presents demographic characterigtics of single parents in the MFIP sample at the time
of random assgnment. This section briefly summarizes the characterigtics of sngle-parent familiesamong
long-term recipients and recent gpplicants, with the focus on long-term recipients. Because long-term
recipients were immediately subject to MFIP' s employment and training mandates, whereas recent ap-
plicants were subject to these mandates a different points in the follow-up period, the program’s effects
were expected to differ for the two groups.

As explained in Chapter 1, a long-term recipient is a sample member who, at the time of ran+
dom assignment, had received AFDC or Family General Assstance (FGA) for at least 24 of the prior
36 months. Recipients who had received welfare for less than 24 months &t the time of random assign+
ment and those newly applying for AFDC or FGA on the day of random assgnment are together
referred to as recent applicants.”

Overdl, 3,208 single parents, or 34.8 percent of the single-parent sample, were categorized as
long-term recipients. The sample is primarily female: 97.8 percent of long-term recipients and 87.8 per-
cent of recent applicants. Sample members were, on average, 29 to 30 years of age at the time of
random assgnment. More than four-fifths of sample members were from urban counties, and more than
half were from Hennepin County (Minneapoalis). Recdl, however, that these proportions do not reflect
the relative Sizes of the total casdloads in each county at the time, because the random assignment design
incdluded only a fraction of the single-parent casdoad in urban counties. In the rurd counties, the entire
casdload was randomly assigned to one of the research groups. Thus, single-parents from rura counties
are disproportionately represented in the research sample.

The ethnic compostion of the groups varies dightly. Nearly two-thirds of recent gpplicants and
hdf of long-term recipients are white. Long-term recipients are somewhat more likely than recent appli-
cants to be black — 34.8 versus 24.3 percent. The ethnic compostion of the sample differs from the
nationd casdoad by having a higher proportion of white families and a lower proportion of Higpanic
families, nationally, about one-third of the casdload are white, and

"Parents under age 20 who did not have a high school diplomaor GED and who were applying for welfare when
they were randomly assigned are treated as recent applicants in this report. However, they were mandated to partici-
pate in education and training services whether they were assigned to the MFIP or the AFDC group. These teens
make up 7 percent of the recent applicant sample.



Table2.2

Selected Characteristics of Single-Parent Familiesin the Sample,
by Welfare Status at Random Assignment

Long-Term Recent
Characteristic Recipients Applicants
Demographic characteristics
Geographic area (%)
Hennepin County (Minneapolis) 65.8 56.6
Anoka/Dakota Counties 157 271
Rura counties 185 16.3
Gender of respondent (%)
Female 97.8 87.8
Male 2.2 12.2
Average age (years) 304 29.0
Race/ethnicity (%)
White, non-Hispanic 52.8 65.1
Black, non-Hispanic 348 243
Hispanic 17 26
Native American/Alaskan Native 7.8 52
Asian/Pacific |slander 29 28
Family status
Marital status (%)
Never married 64.0 524
Married, living with spouse 05 0.3
Married, living apart 95 225
Separated 20 33
Divorced 22.8 20.5
Widowed 12 1.0
Age of youngest child in years (%)
Under 3, or client pregnant at the
time of random assignment 354 54.5
35 29.2 16.3
6-18 355 29.3
Number of children (%)
1 35.7 59.1
2 32.7 233
3 or more 30.1 14.3
L abor force status
Worked full time for 6 months or
more for one employer (%) 535 69.1
Any earningsin past 12 months (%) 321 74.8
Currently employed (%) 139 22.7
Average hourly wage? ($) 594 6.59
Average hours worked per week? (%)
1-19 434 336
20-29 299 26.4
30 or more 26.7 40.0
Never worked (%) 10.1 35
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Table 2.2 (continued)

Long-Term Recent
Characteristic Recipients Applicants
Education status
Highest credential earned (%)
GED certificate® 16.9 13.0
High school diploma 39.7 47.2
Technical/2-year college degree 9.6 12.3
4-year college degree or higher 13 4.0
None of the above 32.6 235
Highest grade completed in school (average) 11 12
Prior welfare receipt
Total prior AFDC receipt® (%)
None 13 57.8
L ess than 4 months 09 36
4 months or more but lessthan 1 year 18 9.6
1 year or more but less than 2 years 25 11.6
2 years or more but lessthan 5 years 40.2 10.2
5 years or more but less than 10 years 31.6 44
10 years or more 218 28
MFIP employment and training mandates®
Met MFIP criteriafor participation in mandatory
employment and training services' (%) 100 75
Parent under age 20, no high school diploma/GED 51 6.9
Recipient of AFDC 24 of past 36 months 96.5 09
STRIDE digibility9
In STRIDE target group’ (%) 84.4 320
Parent under age 24 (18-23), no
high school diploma/GED 10.1 12.3
Parent under age 24 (18-23), limited
work experience 152 20.8
Recipient of AFDC 36 of past 60 months 73.0 45
Y oungest child age 16 or over 11 13
Housing status
Current housing status (%)
Public housing 5.7 22
Subsidized housing 33.9 7.7
Emergency or temporary housing 2.7 37
None of the above 57.7 86.5
Number of movesin the past 2 years (%)
None 32.7 25.6
lor2 48.7 53.8
3 or more 18.7 20.6
(continued)
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Table 2.2 (continued)

Long-Term Recent
Characteristic Recipients Applicants
Current and recent education and training activities
Currently enrolled in education or training (%)

Any type 23.3 173
GED preparation 4.6 21
English as a Second Language 04 04
Adult basic education 11 0.6
Vocational education/skillstraining 56 37
Post-secondary education 89 6.6
Job search/job club 19 21
Work experience 09 0.4
High school 13 25

If enrolled, programis part of a STRIDE plan 31.2 7.7

Enrolled in any type of education or
training during the previous 12 months (%) 285 22.7
Sample size (total = 9,217) 3,208 6,009

SOURCE: MDRC calculations using data from Background Information Forms.

NOTES: The sample includes AFDC and MFI P group members who were randomly assigned from April 1,
1994, to March 31, 1996, excluding the small percentage who were receiving or applying only for Food
Stamps, were assigned to the AFDC/No Services group, or were missing required baseline information.
Members of the AFDC group were potentially eligible for any programs that MFIP was designed to replace:
AFDC; Minnesota's JOBS program, STRIDE; Family General Assistance (FGA); or Food Stamps.

One percent of single-parent sample members did not complete a Background Information Form.

aCalculated for those employed at the time of random assignment who reported an hourly wage. Twenty
percent of those employed were excluded because they did not report an hourly wage.

bCalculated for those employed at the time of random assignment.

¢The General Educational Development (GED) certificateis given to those who pass the GED test and is
intended to signify knowledge of basic high school subjects.

This refers to the total number of months an individual or her spouse has spent on AFDC at one or more
periods of time as an adult. 1t does not include AFDC receipt under a parent's name.

eOnly those assigned to the MFIP group were subject to these mandates.

"Totals may not equal all categories summed because some sample members may be in more than one
category.

90nly those assigned to the AFDC group were subject to these rules.



one-fifth are Higpanic. The ethnic compostion of the sample is Smilar to that of the Minnesota AFDC
casdload, with adightly larger proportion of black families™

The mgority of single parents had never been married or were divorced, dthough aproportion
of single parents were married but living apart from their spouse and not legally separated. Interestingly,
amuch larger proportion (22.5 percent) of recent applicants than of long-term recipients (9.5 percent)
fdl into this category — an indication that recent marital breakup is afactor in applying for welfare.

Among long-term recipients, 64.6 percent had preschool-age children; as might be expected,
the proportion was higher among recent applicants — 70.8 percent. Moreover, the proportionswith
children under 3 years old (or pregnant at the time of random assignment) were 35.4 percent of long-
term recipients and 54.5 percent of recent applicants. These percentages suggest that there could have
been a high demand for child care services among those entering employment and training services or
employment. In fact, as shown in Table 2.5, more than haf of long-term recipients cited an inability to
arrange for child care as the reason they could not work. The MFIP casdoad had a much higher pro-
portion of preschool-age children than the U.S. average AFDC casdload; less than half the nationd
caseload in 1994 had preschool-age children.

The MFIP sample had reatively high levels of education compared with the nationd wefare
caseload. More than two-thirds of long-term recipients and three-fourths of recent gpplicants earned a
least a high school diploma or a GED certificate before entering the study. Not surprisingly, on average,
recent applicants completed more years of schooling (grade 12) than did long-term recipients (grade
11).

As expected, long-term recipients were more disadvantaged than recent applicants in terms of
their employment history and welfare history. The earnings and welfare histories of long-term recipients
suggest that they may have been less likdy than the other sample members to find immediate employ-
ment. Less than one-third of long-term recipients reported some earnings in the year prior to random
assgnment, whereas three-fourths of recent applicants reported earnings. The average hourly wage
among long-term recipients who were employed at random assignment was about 65 cents less than the
hourly wage among recent gpplicants. In addition, 10.1 percent of single parents who were long-term
recipients had never held a job, compared with 3.5 percent of recent applicants. Recent applicants had
a more stable work history as wel. Only about haf (53.5 percent) of long-term recipients had ever
worked full time for sx months for the same employer, compared with 69.1 percent of recent appli-
cants. These work higtories indicate that recent applicants could have been able to find jobs much more
quickly then long-term recipients.

Additionaly, more than haf (53.4 percent) of long-term recipients had recelved cash assistance
on their own or spouse’'s AFDC/FGA case for five years or more, compared with only 7.2 percent of
recent applicants.®® It is interesting that the length of stay on AFDC for such a high proportion of long-

?National and state caseload averages are from the 1996 Green Book for the years 1994-1995 (U.S. House of
Representatives, Committee on Ways and Means, 1996).

BA family who had been on welfare for alengthy stay is still classified as a recent applicant if that spell had oc-
curred at |east three years before random assignment.



term recipients was far above the threshold for mandatory participation in employment services.

As explained in Chapter 1, MFIP required long-term recipients to participate immediately in
mandatory employment and training services. Therefore, it is not surprising that a substantial proportion
(84.4 percent) of long-term recipients dso met the STRIDE criteria for volunteering for these services.
A much smaler proportion (32.0 percent) of recent applicants were digible to volunteer for STRIDE
employment and training services. Even though a much larger proportion o long-term recipients com:
pared with recent applicants were digible for employment and training services, it isinteresting that only
dightly more long-term recipients reported actualy participating in one of these activities. In addition, the
mgority of those participating in education and training services were doing so outside the STRIDE
program, which suggests that such services were accessible even for those who were not digible for
STRIDE.

A subgtantidly larger proportion of long-term recipients than of recent gpplicants lived in some
type of public, subgdized, or emergency housng — 42.3 and 13.6 percent, respectively.

B. Attitudesand Opinions of Single-Par ent Families

Table 2.3 shows the attitudes, opinions, and preferences that Sngle parents reported on the
corfidentia Private Opinion Survey (POS) completed just prior to random assignment.* Of those who
were not employed, 82.5 percent of long-term recipients and 75.3 percent of recent applicants reported
that they faced at least one of five barriers to employment. Although sample members faced a number of
barriers to employment, they most often cited the problems of arranging for child care (54.2 percent of
long-term recipients and 47.4 percent of recent applicants). At the same time, however, the mgority of
gngle parents reported that they could find someone they trusted to take care of their children if they got
ajob (not shown in the table). It appears that the barrier of child care is related to other congraints, in-
cuding financia problems, rather than to finding a suitable caregiver. Lack of transportation was dso a
sgnificant barrier to work for haf the long-term recipients and for more than athird of the recent appli-
cants.

The POS data dso indicate that the preferred activity of sample members was going to school
to learn a job skill. Two out of five Sngle parents chose this activity over staying home to take care of
the family, studying basic reading and math, getting a part-time job, or getting a full-time job. The next
most preferred activity was getting a full-time job, with more than one-quarter of sample members ex-
pressing such a preference. Only asmall proportion of sample members said that they preferred to stay
home. When given only the choice between a part-time job or afull-time job, over two-thirds of sample
members preferred to work full time.

When asked about their reservation wage (the minimum pay per hour a which respondents
would accept a job), with and without medica benefits, sample members indicated that they valued em-
ployer-provided benefits. This response suggests that sample members employment decisons could
have been affected by MFIP s financid incentives. The average reservation wage at which respondents

YOf those who were randomly assigned after the survey began, 16.6 percent refused to fill out the POS.
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Table2.3

Attitudes and Opinions of Single-Parent Familiesin the Sample,

by Welfare Status at Random Assignment

Long-Term Recent
Attitude or Opinion Recipients Applicants
Client-reported barriersto employment
Among those not currently employed, percentage who
agreed or agreed alot that they could not work part time
right now for the following reasons:?
No way to get there every day 49.1 354
Cannot arrange for child care 54.2 474
A health or emotional problem, or afamily
member with a health or emotional problem 28.2 295
Too many family problems 275 30.1
Already have too much to do during the day 25.2 218
Any of the above five reasons 82.5 75.3
Client-reported preferred activities
Given the following choices, percentage expressing a
consistent preference for one of the following activities?
Staying home to take care of family 8.8 121
Going to school to learn ajob skill 40.9 418
Going to school to study basic reading and math 4.2 4.3
Getting a part-time job 8.5 56
Getting afull-time jok 315 299
Agreed or agreed alot that they cannot go to school
or job training program right now because they are
afraid to leave children in daycare or with a baby-sitter (%) 18.7 15.8
Agreed or agreed alot that children who go
to daycare or preschool learn more than
children who stay home with their mothers (%) 53.8 511
Percentage who, if they had a choice,
would prefer to work at a
Part-time job 32.2 320
Full-time job 67.9 68.0
If someone offered client afull-time job with
no medical benefits, minimum amount per hour
at which the client would take the job ($) 11.34 10.67
If someone offered client afull-time job with full
medical benefits, minimum amount per hour
at which the client would take the job ($) 8.90 857
If someone offered client afull-time job with full
medical benefits, and the welfare department would
let client continue to get most of the welfare check,
minimum for which the client would take the job ($) 7.69 7.28
Approximate average worth of employer-
provided medical benefits per hour ($) 2.50 214
(continued)



Table 2.3 (continued)

Long-Term Recent
Attitude or Opinion Recipients Applicant
If client could get $800 a month, plus Medicaid
and free child care, percentage who would prefer:
Getting al the money by working 40 hours a week 52.8 56.0
Getting half the money by working 20 hours aweek 47.3 44.0
If client could keep most of the welfare check and
also keep any money earned from a $6-an-hour
job, number of hours she would want to work: (%)
None 36 38
Lessthan 3C 26.2 315
30 or more 70.2 64.7
Client job search
How much have you been able to look for
ajob in the past three months? (%)
Not at dll 48.3 375
Some/alittle 31.4 26.9
A moderate amount 13.0 21.3
A great deal 7.3 14.3
In the past 4 weeks, about how many employers,
if any, did you contact (by telephone, mail, or in
person) in order to apply for ajob or ask about
job openings? (%)
None 74.7 67.6
Any 253 324
Client-reported attitudestoward welfare
Percentage who agreed or agreed a lot with the
following statements:
| feel that people look down on me for being on welfare 65.2 56.8
| am ashamed to admit to peoplethat | am on welfare 575 54.6
Right now, being on welfare provides for my
family better than | could by working 61.1 56.2
| think it is better for my family that | stay on
welfare than work at ajob 18.8 16.1
Client-reported social support network
Percentage who agreed or agreed a lot with the
following statements:
Among my family, friends, and neighbors, | am
one of the only people who is on welfare 34.6 50.1
When | have trouble or need help, | have
someoneto talk to 76.0 81.8
(continued)
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Table 2.3 (continued)

Long-Term Recent
Attitude or Opinion Recipients Applicant
Client-reported sense of efficacy
Percentage who agreed or agreed a lot with the
following statements:
| have little control over the things that
happen to me 21.2 16.8
| often feel angry that people like me never
have a chance to succeed 485 315
Sometimes | feel that I'm being pushed
around in life 44.5 40.7
Thereislittle | can do to change many of the
important thingsin my life 32.6 255
All of the above 7.9 5.0
None of the above 27.8 38.6
Sample size (total = 9,217) 3,208 6,009

SOURCE: MDRC caculations using data from the Private Opinion Survey.

NOTES:. The sampleincludes AFDC and MFIP group members who were randomly assigned from April 1, 1994,
to March 31, 1996, excluding the small percentage who were receiving or applying only for Food Stamps, were
assigned to the AFDC/No Services group, or were missing required baseline information. Members of the AFDC
group were potentially eigible for any programs that MFIP was designed to replace: AFDC; Minnesota's JOBS
program, STRIDE; Family General Assistance (FGA); or Food Stamps.

Twenty-six percent of single-parent sample members did not fill out a Private Opinion Survey.

In most categories, individuals could agree or agree alot with more than one statement. Multiple responses
were not possible in the following item groupings: client-reported preferred activities, client-reported employment-
related activities, and client-reported acceptable wages.

3Part time is defined as a minimum of 10 hours per week. Full time is defined as 40 hours per week.

PPercentages were calculated for those with a consistent preference.



would take ajob with no medica benefits was about $11 per hour. This amount decreased, on aver-
age, by more than $2 if medica benefits were provided by the employer, and it went down by an addi-
tiona $1 when clients were presented with the scenario of keeping most of therr wdfare check while
working full time with full medica benefits. Interestingly, recent gpplicants reported a lower reservation
wage on average than long-term recipients, perhaps indicating either some additiond reluctance on the
part of long-term recipients to leave welfare for work or alack of realism about the labor market.

Only smdll proportions of the sample conducted any type of job search activities recently. Four-
fifths of long-term recipients reported that they had looked for ajob only alittle or not at dl in the prior
three months, and nearly haf reported that they had not looked for a job at al. The proportions of re-
cent gpplicants who reported any employment-related activities were dightly higher, perhaps because
more of them had worked recently.

The mgority of sample members felt that others looked down on them for being on welfare;
they dso sad that they were ashamed to admit to anyone that they received welfare. Thus, the survey
results suggest that one important feature of MFIP — the cashing-out of Food Stamp benefits — could
have helped reduce stigma among recipients. Only a smal minority believed that it was better for their
families that they stay on welfare than work a ajob, athough the mgority beieved that welfare would
provide for their family better than working. Unlike most recent applicants, but consstent with their long
spells on welfare, most long-term recipients stated that they knew of other family members, friends, or
neighbors who were receiving wefare. The mgority of respondents aso fdt that they had some control
over events in their lives and that they had the power to change many of the important aspects of their
lives. On the other hand, more than one-fifth of recipients felt that they had little control over ther lives,
nearly haf felt that people like themsalves never succeed and are pushed around in life; and about one-
third fdt that they could do little to change important thingsin their lives.

Not surprisingly, recent applicants appear to be somewhat better off than long-term recipientsin
terms of their education, work history, and welfare history. Y et they ill reported high levels of barriers
to employment, especidly child care and transportation problems. Recent applicants aso demonsirated
greater motivation to seek employment, and they reported more positive attitudes about themselves and
their ability to take control over ther lives. As discussed in Chapter 1, these differences in employment
and welfare dynamics underlie MFIP s different program strategies for the two groups.

The next two sections take a smilar look a the characterigtics of two-parent familiesin MFIP,
including their opinions and atitudes about welfare, a the time of random assgnment.

C. Sdected Characteristics of Two-Parent Families

This section primarily discusses the characteristics of two-parent recipient families and the dif-
ferences between them and two-parent gpplicant families. In addition, some comparisons are made
between two-parent families in MFIP and the nationa two-parent welfare casadload aswell as between
two-parent families and single-parent families in MFIP.> Recall that two-parent families are defined as

Recall that two-parent recipient families were ongoing welfare recipients who had been receiving welfare for at
least one month when they entered the program.
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families in which two parents (either biological or stepparent) were living in the home at the time of ran-
dom assgnment.

Table 2.4 presents sdected characteristics of two-parent families a the time of random assign+
ment, as collected by the Basdline Information Form (BIF), which was completed by ether parent. The
mgority of two-parent families resde in urban counties; however, a much higher proportion of two-
parent than of sngle-parent families resde in rurd counties. Among applicants, 38.6 percent of two-
parent families are from rurd counties, compared with only 16.3 percent of sngle-parent families (see
Table 2.2). Of respondents from two-parent recipient families, 90.7 percent are female; 59.5 percent
are white, non-Hispanic; 16.2 percent are black; and 16.0 percent are Asan/Pacific Idander. Most re-
spondents in two-parent recipient families were married, living with a spouse (68.7 percent), but 24.2
percent were never married. The demographic characterigtics of two-parent recipient families differ
dramaticdly from the characteristics of two-parent goplicant families. Only 78.0 percent of the latter
respondents are female, 79.7 percent are white, and 78.8 percent were married, living with a spouse. In
terms of racelethnicity, two- parent recipient families in MFIP differ dightly from the nationd two-parent
family casdoad by being more likely to be white or black and lesslikely to be Hispanic.

Most of the two-parent families had at least one preschool-age child a random assgnment; the
magority of children were under age 3, or the client was pregnant. More than three-fourths of recipients
and nearly three-fourths of gpplicants in two-parent families had children younger than 6. Two-parent
families were dso more likey than sngle-parent families to have preschool-age children, which is not
surprising, because they were more likely to have more than one child.

A subgtantia portion of recipients in two-parent families had some kind of work experience.
During the 12 months prior to random assgnment, 59.2 percent had earned income. Although 15.1
percent were employed at the time of random assignment, 16.6 percent reported that they had never
worked, and many had low levels of education. For example, 62.8 percent of recipients reported having
completed education a the high school level or above, and the highest average grade completed was
11.

In contrast, applicants in two- parent families had much better preparation for employment, both
in terms of employment history and in terms of education. Only 3.6 percent of applicants reported that
they had never worked at the time of random assgnment. This group’s employment experience oc-
curred during the 12 months prior to random assignment, reflecting the work history requirements to be
eigible for wdfare. Although only 21.2 percent of gpplicants reported any earnings in the 12 months
prior to random assgnment, it is important to keep in mind that the mgority of respondents are femade
and were answering for themsaves only; the earnings of a spouse are not reflected in their responses to
this question. In comparison, in the 1995 nationa casdload, over 80 percent of women in two-parent
families were not employed. Among applicants in two-parent families, 61.5 percent reported having a
high school diploma or GED, and the average grade completed was 12.

As expected, in two-parent families, the mgority of recipients (65.6 percent) were on welfare
for two years or more, whereas the mgority of applicants (74.4 percent) had no prior welfare history.
The MHP sample of recipients in two-paent families shows a much longer his-



Table2.4

Selected Characteristics of Two-Parent Familiesin the Sample,
by Welfare Status at Random Assignment

Characteristic Recipients Applicants

Demoar aphic characteristics

Geographic area (%)

Hennepin County (Minneapolis) 52.4 37.2
Anoka/Dakota Counties 20.3 24.2
Rural counties 27.3 38.6
Gender of respondent (%)
Female 90.7 78.0
Male 9.3 22.0
Average age (years) 31.2 30.6
Race/ethnicity (%)
White, non-Hispanic 59.5 79.7
Black, non-Hispanic 16.2 7.2
Hispanic 2.7 4.3
Native American/Alaskan Native 5.6 2.2
Asian/Pacific | slander 16.0 6.6
Family status
Marital status (%)
Married, living with spouse 68.7 78.8
Cohabiting
Never married 24.2 17.4
Married, living apart 1.8 0.7
Separated, currently cohabiting 0.2 0.1
Divorced, currently cohabiting 52 3.0
Widowed 0.1 0.0

Age of youngest child in years (%)
Under 3, or client pregnant at the

time of random assignment 55.2 61.1

35 223 12.8

6-18 225 26.1
Number of children (%)

1 20.8 39.4

2 311 28.1

3 or more 46.3 30.7

L abor force status
Worked full time for 6 months

or more for one employer (%) 52.4 73.5
Any earnings in past 12 months (%) 59.2 21.2
Currently employed (%) 15.1 30.6
Average hourly wage” ($) 6.41 7.38
Average hours worked per week® (%)

1-19 36.7 36.4

20-29 24.3 15.5

30 or more 38.9 48.2
Never worked (%) 16.6 3.6

(continued)
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Table 2.4 (continued)

Characteristic Recipients Applicants
Education status
Highest credential earned (%)
GED certificate® 12.6 104
High school diploma 38.9 51.1
Technical/2-year college degree 9.2 12.7
4-year college degree or higher 21 7.0
None of the above 37.2 189
Highest grade completed in school (average) 11 12
Prior welfare receipt
Total prior AFDC receiptd (%)
None 37 744
L ess than 4 months 45 26
4 months or more but less than 1 year 13.0 8.7
1 year or more but less than 2 years 134 43
2 years or more but lessthan 5 years 30.5 6.4
5 years or more but less than 10 years 23.0 24
10 yearsor more 121 12
M FIP employment and training mandates®
Met MFIP criteriafor participation in mandatory
employment and training services' (%) 715 52
Parent under age 20, no high school diploma/GED 29 4.8
Recipient of AFDC 24 of past 36 months 69.7 04
STRIDE digibility9
In STRIDE target group’ (%) 57.4 222
Parent under age 24 (18-23), no high
school diploma/lGED 8.2 7.9
Parent under age 24 (18-23), limited
work experience 14.7 17.2
Recipient of AFDC 36 of past 60 months 42.5 0.0
Y oungest child age 16 or over 13 15
Housing status
Current housing status (%)
Public housing 7.6 21
Subsidized housing 17.8 34
Emergency or temporary housing 3.7 34
None of the above 70.8 9.1
Number of movesin the past 2 years (%)
None 34.8 342
lor2 45.6 50.1
3 or more 19.6 158
(continued)
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Table 2.4 (continued)

Characteristic Recipients Applicants

Current and recent education and training activities

Currently enrolled in education or training (%)

Any type 20.3 123
GED preparation 2.6 0.7
English as a Second Language 57 16
Adult basic education 12 0.6
Vocational education/skillstraining 45 22
Post-secondary education 34 4.0
Job search/job club 30 21
Work experience 05 04
High school 0.7 15

If enrolled, program is part of a STRIDE plan 155 0.0

Enrolled in any type of education or training
during the previous 12 months (%) 284 16.0
Sample size (total = 2,256) 1,523 733

SOURCE: MDRC calculations using data from Background Information Forms.

NOTES:. The sampleincludes AFDC and MFIP group members who were randomly assigned from April
1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying only for Food
Stamps, were assigned to the AFDC/No Services group, or were missing required baseline information.
Members of the AFDC group were potentially eligible for any programs that MFIP was designed to
replace: AFDC; Minnesota's JOBS program, STRIDE; Family General Assistance (FGA); or Food Stamps.
One percent of two-parent sample members did not complete a Background Information Form.

aCalculated for those employed at the time of random assignment who reported an hourly wage.
Twenty percent of those employed were excluded because they did not report an hourly wage.

bCalculated for those employed at the time of random assignment.

¢The General Educational Development (GED) certificate is given to those who pass the GED test
and is intended to signify knowledge of basic high school subjects.

This refers to the total number of months an individual or her spouse has spent on AFDC at one or
more periods of time as an adult. It does not include AFDC receipt under a parent’s name.

eOnly those assigned to the MFIP group were subject to these mandates.

"Totals may not equal all categories summed because some sample members may be in more than one
category.

90nly those assigned to the AFDC group were subject to these rules.



tory on welfare than the nationd casdload in 1995, of which less than 40 percent of two-parent families
had been continuoudly on welfare for two years or more.*®

Only 29.1 percent of recipients in two-parent families resded in public, subsidized, or emer-
gency housing. This proportion is much lower than the 42.3 percent of sSingle-parent long-term recipients
resding in such housing (see Table 2.2). Less than one-quarter of recipients in two- parent families were
enrolled in any type of education or training activity when they entered MFIP.

D. Attitudesand Opinions of Two-Parent Families

Table 2.5 presents the attitudes, opinions, and preferences of two-parent families a the time of
random assignment, as collected by the Private Opinion Survey (POS). The first pand of Table 2.5 pre-
sents dient-reported barriers to employment. In two-parent families, 79.3 percent of recipients and
70.6 percent of applicants reported some kind of barrier to employment; smilar to sngle-parent fami-
lies, the most commonly cited barriers relae to child care and transportation.

The second pand of Table 2.5 presents client-reported preferred activities. The mgority of
both recipients (62.6 percent) and applicants (58.1 percent) expressed a preference ether for going to
school to learn ajob skill or for getting a full-timejob. A dightly higher proportion of gpplicants than of
recipients expressed a preference for staying home to take care of the family (25.0 percent and 16.6
percent, respectively). Interestingly, the proportions of recipients and gpplicants in two-parent families
who expressed a preference for staying home are double the proportions in sngle-parent families (see
Table 2.3).

The average reservation wage for respondents in two-parent families was a little more than
$10.50 per hour, and again this amount decreased by more than $2.00 when the job offered full medi-
cd benfits, and by an additional $1.00 when respondents were offered the option of keeping most of
their wefare benefits while working full time. Under the latter two conditions, reservation wages were
lower for recipients than for applicants, mainly because recipients valued medica benefits dightly more
than gpplicants did.

Many recipients in two- parent families reported that people looked down on them for being on
welfare (66.0 percent) or that they were ashamed to admit it (58.7 percent). However, 54.4 percent of
recipients aso agreed that currently being on wefare provided better for their family than working
would. Applicantsin two-parent families reported Smilar attitudes toward welfare.

The lagt two pands of Table 2.5 present client-reported socid support networks and respon-
dents sense of efficacy. Mogt recipients in two- parent families had some kind of support network: 79.5
percent reported having someone to tak to when help was needed. Y et more than two-thirds of them
showed evidence of having alow sense of efficacy. Among recipients in two-parent families, 23.7 per-
cent reported fedlings of having little control over their life, 44.5 percent felt angry that people like

“Note, however, that the length of stay on welfare for recipients in the research sample is partly an artifact of the
way random assignment was conducted. Because random assignment of recipients took place at annual recertifica-
tion interviews, most recipients, by definition, should have been on welfare for at |east one year at baseline.
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Table 2.5

Attitudes and Opinions of Two-Parent Familiesin the Sample,
by Welfare Status at Random Assignment

Attitude or Opinion Recipients Applicants

Client-reported barriersto employment

Among those not currently employed, percentage who

agreed or agreed alot that they could not work part time

right now for the following reasons:?
No way to get there every day 41.7 26.1
Cannot arrange for child care 55.0 413
A health or emotional problem, or afamily

member with a health or emotional problem 33.0 28.9

Too many family problems 315 26.2
Already have too much to do during the day 30.0 25.9
Any of the above five reasons 79.3 70.6

Client-reported preferred activities

Given the following choices, percentage expressing a

consistent preference for one of the following activities:®
Staying home to take care of family 16.6 250
Going to school to learn ajob skill 35.8 29.9
Going to school to study basic reading and math 5.7 49
Getting a part-time job 83 51
Getting afull-timejob 26.8 28.2

Agreed or agreed alot that they cannot go to school

or job training program right now because they are

afraid to leave children in daycare or with a baby-sitter (%) 28.9 22.4

Agreed or agreed alot that children who go

to daycare or preschool learn more than

children who stay home with their mothers (%) 48.9 418

Percentage who, if they had a choice,

would prefer to work at a
Part-time joh 40.7 414
Full-time job 59.3 58.6

If someone offered client afull-time job with

no medical benefits, minimum amount per hour

at which the client would take the job ($) 10.69 10.58

If someone offered client afull-time job with full

medical benefits, minimum amount per hour

at which the client would take the job ($) 8.20 8.42

If someone offered client afull-time job with full

medical benefits, and the welfare department would

let client continue to get most of the welfare check,

minimum for which the client would take the job (%) 6.99 7.30

Approximate average worth of employer-

provided medical benefits per hour ($) 2.56 2.15

(continued)



Table2.5 (continued)

Attitude or Opinion Recipients Applicants
If client could get $800 a month, plus Medicaid
and free child care, percentage who would prefer:
Getting all the money by working 40 hours a week 522 60.0
Getting half the money by working 20 hours a week 47.8 40.0
If client could keep most of the welfare check and
also keep any money earned from a $6-an-hour
job, number of hours she would want to work: (%)
None 44 51
Lessthan 30 311 29.0
30 or more 64.4 66.0
Client job search
How much have you been able to look for
ajob in the past three months? (%)
Not &t all 434 40.3
Some/alittle 30.7 26.8
A moderate amount 16.6 17.4
A great deal 9.3 155
In the past 4 weeks, about how many employers,
if any, did you contact (by telephone, mail, or in
person) in order to apply for ajob or ask about
job openings? (%)
None 75.8 70.3
Any 24.2 29.7
Client-reported attitudestoward welfare
Percentage who agreed or agreed alot with the
following statements:
| feel that people look down on me for being on welfare 66.0 56.8
| am ashamed to admit to people that | am on welfare 58.7 56.2
Right now, being on welfare provides for my
family better than | could by working 54.4 50.6
| think it is better for my family that | stay on
welfare than work at ajob 214 119
Client-reported social support network
Percentage who agreed or agreed alot with the
following statements:
Among my family, friends, and neighbors, | am
one of the only people who is on welfare 376 52.8
When | have trouble or need help, | have
someoneto talk to 795 86.6
(continued)



Table 2.5 (continued)

Attitude or Opinion Recipients Applicants

Client-reported sense of efficacy

Percentage who agreed or agreed alot with the
following statements:

I have little control over the things that

happen to me 23.7 234
| often feel angry that people like me never

have a chance to succeed 445 32.7
Sometimes | fedl that I'm being pushed

around in life 45.7 414
Thereislittle | can do to change many of the

important thingsin my life 31.4 28.8
All of the above 8.1 71
None of the above 28.9 37.0

Sample size (total = 2,256) 1,523 733

SOURCE: MDRC cadlculations using data from the Private Opinion Survey.

NOTES: The sample includes AFDC and MFIP group members who were randomly assigned from April 1, 1994,
to March 31, 1996, excluding the small percentage who were receiving or applying only for Food Stamps, were
assigned to the AFDC/No Services group, or were missing required baseline information. Members of the AFDC
group were potentially eligible for any programs that MFIP was designed to replace: AFDC; Minnesota's JOBS
program, STRIDE; Family General Assistance (FGA); or Food Stamps.

Thirty-one percent of two-parent sample members for this report did not fill out a Private Opinion Survey.

In most categories, individuals could agree or agree alot with more than one statement. Multiple responses
were not possible in the following item groupings: client-reported preferred activities, client-reported employment-
related activities, and client-reported acceptabl e wages.

3Part time is defined as a minimum of 10 hours per week. Full timeis defined as 40 hours per week.

bPercentages were calculated for those with a consistent preference.
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themselves never have a chance to succeed, 45.7 percent fdt that they were being pushed around in life,
and 31.4 percent felt that they could do little to change important thingsin their life. Sightly more gopli-
cants in two-parent families reported having someone to talk to when help was needed (86.6 percent,
compared with 79.5 percent of recipients), and fewer applicants reported a low sense of efficacy (63.0
percent compared with 71.1 percent of recipients).

E. Summary

The characterigtics of sngle-parent and two-parent families in the MFIP evduation differed
somewhat, which possibly could have led to different outcomes for the two types of families— beyond
differences attributed to the rules of the program. On the other hand, sngle- and two- parent families
expressed Smilar opinions and attitudes, indicating they might respond to the program in Smilar ways.

For the most part, sample members expressed some interest in working. The mgority of re-
spondents dso reported that they fdt that welfare would provide for their families better than working
would. However, a the time of random assgnment, their barriers to employment included the need for
child care and transportation. Given MFIP s package of generous financia incentives, including child
care supplements, the program could have made a difference. By assisting these families with their barri-
ersto work and supplementing their earnings, MFIP might make work pay better than welfare.

Next, Chapter 3 will present the effects of MFIP on participation in employment and training
sarvices. Then separate chapters will present the impacts of MFP for each subgroup: single-parent
long-term recipients (Chapter 4), sngle-parent recent applicants (Chapter 5), and two-parent families
(Chapter 6). Results of the benefit-cost analysis for MFIP are presented in Chapter 7.



Chapter 3

MFIP’s Effectson Single Parents Participation in Employment
and Training Servicesand on Thelr Educational Attainment

l. I ntroduction

The Minnesota Family Investment Program (MFIP) trestment mode included two mgor com-
ponents — (1) financia incentives to work that were offered to al MFIP group members and (2) are-
quirement that long-term recipients who were not employed participate in employment and training ser-
vices! The program’s designers expected that MFIP would change patterns of participation in employ-
ment and training services in two ways: It would increase the likelihood that single parents would par-
ticipate in employment and training activities, and those services would emphasize moving participants
into employment more quickly than did the services offered through the STRIDE program for recipients
of Aid to Families with Dependent Children (AFDC). This chapter examines whether MFIP met these
two gods and whether, in doing 0, it created a substantia difference in the employment and training
trestment received by members of the MFI P group relative to the AFDC group.

Earlier MFIP reports have presented detailed evidence that the program succeeded in shifting
the focus of the wdfare sysem toward employment, with gaff in the MFIP program providing a
stronger work message than the AFDC system.? The program’s financid incentives seemed to play an
important role in convincing financia workers, employment and training workers, and members of the
MFIP group that moving rdatively quickly to employment would be beneficid to families.

By the 12-month follow-up point, MFIP had increased participation in employment and training
services for long-term recipients in urban counties, particularly participation in short-term employment-
related activities. However, MFIP had not increased participation in services for new gpplicants, who
had not yet begun to reach the time trigger for mandatory services by the time of the 12-month survey.

The present chapter extends the information available in earlier reports and focuses on patterns
of participation in employment and training services. By drawing on the 36-month client survey de-
scribed in Chapter 2, it provides information about the MFIP group’s participation in activities over a
longer time than the 12-month follow-up period that was available for the 1997 interim report. This will
extend the evauation of MFIP s effects for long-term recipients as well as assess whether the participa-
tion mandate began to affect the activities of recent gpplicants once they began reaching the time trigger
for mandatory services. In addition, whereas the 12-month survey was conducted only in the urban

!Single parents were exempt from this requirement if they were working at least 30 hours per week, if they had a
child under age 6 and were working at least 20 hours per week, or if they had a child under age 1. Once a person was
subject to the participation requirements, employment of at least 20 hours per week generally satisfied the mandates,
although staff were expected to encourage part-time workersto strive toward working at least 30 hours per week.

*Knox, Brown, and Lin, 1995; Miller et &., 1997.
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counties, the 36-month survey provides the evauation’s first information about participation in services
in the rura counties and aso provides informetion about the attainment of educationd credentids.

[. Data, M ethods, and Outcomes

The participation analyss presented in this chapter generdly follows the andyticd framework
used by the Manpower Demongtration Research Corporation (MDRC) in its previous sudies of wel-
fare-to-work programs. The tables describe the proportion of sample members who participated in
employment and training activities and the proportion of sample members who obtained specific educa-
tional degrees or diplomas during the follow-up period.

Sample members participation in activities is presented from two perspectives. Firs, the tables
present the proportion of sample members who ever enrolled in the employment and training program
offered by MFP or by STRIDE. A sample member is defined as enrolling in such servicesif she stated
on the survey tha, snce random assgnment, she met with an MF P or STRIDE employment and train-
ing case manager and made an agreement about her goa's and the steps she would take to get ajob.

Second, the tables present the proportion of sample members who participated in any employ-
ment or training activities. A sample member is doing so if she atended a job search, education, or
training activity for a lesst one day within the follow-up period for this sudy — the 36 months since
random assgnment. These caculations exclude participation in MFIP or AFDC program orientations,
gopraisds, or other meetings with staff, under the assumption that recipients who took part in such ac-
tivities as job clubs or training courses recaived the most direct exposure to the program treatment.® Be-
cause data were collected through the survey rather than through MFIP or STRIDE program records,
these estimates reflect dl activities in which sample members participated, including both activities to
which they were referred and activities that they pursued voluntarily in the community.

By presenting both types of information — enrollment in either MFIP' s or STRIDE' s employ-
ment and training program as well as participation in specific activities, whether or not through MFIP or
STRIDE — the chapter provides two perspectives on employment-related activities. Because sample
members could pursue education or training on their own even in the absence of MFIP or STRIDE,
these two perspectives might give contrasting pictures of MFP's effectiveness a increasing participa
tion in activities. For example, if members of the AFDC group were more likdy than members of the
MFIP group to pursue activities in the community voluntarily, then the program might succeed in i+
creasing enrollment in activities sponsored by MFP or STRIDE but not in increasing activities overdl.
(Thiswas ared possihbility, because the MFIP group faced a participation mandate and therefore had a
gtrong incentive to pursue activities through MFIP s employment and training program, even if they were
no more likely than the AFDC group to participate in activities)) In addition, MFIP and STRIDE pro-

A person who stopped attending a job club or other activity after only one day probably did not receive a
strong program treatment. M ost participants, however, attended for considerably longer than one day.



viders are interested in enrollment data to learn how many sample members they actudly served in their
employment and training programs.*

Findly, it is important to note that Tables 3.1 to 3.5 present average participation rates and
educationd attainment for dl study group members, including those who never sarted an employment-
related activity. Thus, these tables assess the extent to which the entire sample received particular ser-
vices or atained a degree.

[11. Expected Effects of the MFIP Employment and Training M odél

Before summarizing MFIP s effects on participation, it is useful to review how MFIP's ent
ployment and training services were intended to differ from those offered to the AFDC group.

A. Mandatory Versus Voluntary Participation

The most basic difference between the services provided to the MFIP group and the STRIDE
sarvices offered to the AFDC group was that MFIP services were mandatory and STRIDE services
were not. This digtinction between the two modeds was much sharper for long-term recipients than for
recent gpplicants. Because long-term recipients in the MFIP group had aready been on welfare for 24
of the past 36 months, by definition they were required to participate in employment and training activi-
ties immediately. However, recent gpplicants who were assgned to MFIP were not required to partici-
pate in services until their time on welfare (before or after random assgnment) totaled 24 of the past 36
months. While waiting to reach thistime trigger, they could seek out services in the community; and after
the first year of start-up for the field trids, they could volunteer for MFIP services if they wished to par-
ticipate before reaching the mandatory time trigger.

In contrast, after first applying for welfare, angle parents who were randomly assgned to the
AFDC group faced no participation requirement other than attendance at a STRIDE orientation.” They
could, however, volunteer for education or training programs in the community or could receive services
through STRIDE.®

The difference in MFIP rules for long-term recipients and recent gpplicants meant that the risein
participation under MFIP was expected to be more pronounced for long-term recipients. In fact, it was
uncertain whether MFIP would cause an increase in participation among recent gpplicants, because for
them any increase in participation in employment and training activities would depend on the proportion
who remained on welfare long enough to become mandatory participants.

*Moreover, in the benefit-cost analysis (see Chapter 7), certain staff costs accrue only to education and training
activities provided through MFIP or STRIDE, not to services pursued individually in the community.

°In most counties, instead of an in-person orientation, applicants who were not in a STRIDE target group were
given written information about the program.

®As pointed out in Chapter 2, because one STRIDE target group was composed of parents who had been on wel-
fare for at least 36 of the past 60 months, long-term recipientsin the AFDC group were more likely than recent appli-
cantsto be eligible for STRIDE services.
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Note that even if MFIP did not have atime trigger for participation, it islikdy thet differencesin
caseload dynamics between long-term recipients and recent applicants would cause participation rates
to differ between these groups. Many welfare recipients go on and off welfare, often leaving without any
gpecid intervention. Some people, for example, get jobs on their own or get married. To the extent that
this occurred before a sample member entered her firgt activity, it would lower the group’s overdl par-
ticipation rate. Thus, participation rates are not expected to reach 100 percent, even for mandatory
groups. Moreover, lower participation rates are expected for recent applicants, who tend to leave wel-
fare and go to work more quickly than long-term recipients.

It is dso possble that informing gpplicants about the program’s requirements long before they
become mandatory could affect applicants decisions about working or wefare in ways that do not in-
crease participation rates but do help to meet the program’s goas. For example, recipients who want to
avoid the participation requirement might find employment or leave welfare sooner than they would oth
erwise, lowering the program’ s participation rete if these actions are taken prior to entering an activity.

B. Menu of Services Under MFIP and Under STRIDE

The sarvices offered under MFIP and under STRIDE had many similarities but aso some clear
digtinctions. Both programs were structured to fit the case management modd, in which a case manager
monitors the participation of a set of participants and provides advice dong the way. Both programs
offered a range of services that included career exploration workshops, job search workshops, and
education and training programs. In fact, in most counties the same service providers ran both pro-
grams, but they used digtinct case management staff for each. Moreover, in smdler counties, many
workshops included participants from both programs, smply to provide economies of scae, and par-
ticipants from ether program might attend the same education or training activity.

Although the menu of services was theoreticaly smilar under MAP and STRIDE, participants
in the two programs would ultimately be directed toward very different activities — if MFIP were im
plemented as expected. MFIP service providers were explicitly asked to provide amix of activities that
would move participants into employment more quickly than had been the case under STRIDE. The
STRIDE program had traditiondly focused on enrolling recipients in long-term education and training
courses, such as a two-year college degree, that would raise participants skills — and, in turn, their
wages — enough to lead to sdf-sufficiency. The MFP program did allow education or training activi-
ties for those who were dready participating in them or who could demondirate a clear set of achievable
career gods, in fact, it encouraged basic education for MFIP group members who lacked a high school
diploma or GED.” MFIP's mission, however, was to emphasize shorter-term services that lead directly
to ajob and eventud sdlf-aufficiency.

The sequence of activities in STRIDE often began with a one-week career exploration work-
shop that dlowed participants to discuss different types of occupations, identify jobs that matched their
interests, and learn about the loca labor market and education and training resources prior to develop-

"Members of the MFIP group who entered education programs were routinely encouraged to work part time as
they studied. In STRIDE, this policy became aformal rule midway through the field trials, in July 1995, when the pro-
gram shifted toward shorter-term services.
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ing an individud employment plan. STRIDE participants typicaly emerged from these workshops with
the god of enralling in an education or training program. Although the MFIP program aso used career
exploration workshops, they were often offered as supplements to more employment-focused job
search classes. In addition, MFIP participants who had a clear idea of the job they wanted could go
graight into job search without attending a career workshop.

Most counties offered both MFIP and STRIDE participants three types of forma job search
activities: job search workshops, job club, and individua job search. Job search workshopstypicaly
ran for one or two weeks and taught participants such skills as how to conduct ajob search, fill out an
application, write arésumé, and take part in ajob interview. Single parents who dready had these skills
were often enrolled in an individuad job search, perhaps supplemented by aweekly job club in which
participants met with a facilitator for advice and support. The job club often met in a resource room
where participants could use locd directories, job listings, newspapers, telephones, computers, and
other resources and equipment.

C. MFIP'sExpected Effects on Educational Attainment

The two aspects of MFIP' s employment and training services that are expected to affect par-
ticipation rates — the mandate and the employment focus — could aso affect individuds' likelihood of
attaining educationd credentids. Thus, the tbles in this chapter provide information on the extent to
which MFIP affected sample members  attainment of high school diplomas, Generad Educationa Devel-
opment (GED) certificates, trade licenses, and college degrees. MFIP' s expected effects on educatiord
attainment are ambiguous. On the one hand, MFP s emphasis on quicker employment might discour-
age people from participation in education or training programs that lead to credentials. On the other
hand, the participation mandate might encourage those MFIP group members who do participate in
education or training programs to stay in them and complete them.®

V. Summary of MFIP’s Effects on Single Parents Participation

Table 3.1 presents a summary of MFIP' s effects on participation in employment and training
activities for angle parents in the AFDC and MFIP groups. Results for long-term recipients gppear in
the upper pand — fird for urban counties, then for rurd counties, and then for al counties combined.
For example, among long-term recipients in urban counties who were asigned to the MF P group,
80.3 percent participated in at least one employment and training activity within the 36-month follow-up
period. The lower panel presents results for recent applicants in angle-parent families. Subsequent ta-
bles summarize the separate findings for each of the single-parent groups — long-term recipientsin ur-
ban and in rurd counties and recent gpplicants in urban and in rurd counties.

8 nfact, in field interviews, STRIDE staff expressed a particular concern about the problem of retaining individu-
alsinavoluntary program.



Table3.1

Summary of MFIP'sImpactson Participation in Employment and Training Activitiesfor Single Parents
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Urban Counties Rura Counties All Counties®
Impact I mpact Impact
Outcome (%) MFIP AFDC (Difference) MFIP AFDC (Difference) MFIP AFDC (Difference)
L ong-term recipients
Ever participated in any
employment or training activity 80.3 60.6 19.7 *** 74.9 58.5 16.4 ** 79.6 60.2 19.4 **x*
Short-term employment-related activities 64.6 34.7 20.9 *x* 59.7 40.4 19.3 *** 64.2 353 28.9 ***
Education or training activities 48.8 47.8 1.0 46.1 45.0 12 48.6 47.1 15
Sample size (total = 976) 372 352 116 136 488 488
Recent applicants
Ever participated in any
employment or training activity 61.5 60.1 15 59.4 55.0 4.3 60.7 59.9 0.8
Short-term employment-related activities 34.7 28.6 6.1 ** 37.1 30.7 6.4 35.0 29.0 6.0 **
Education or training activities 44.2 47.7 -3.5 47.4 47.6 -0.2 441 48.4 -4.3
Sample size (total = 1,278) 514 492 151 121 665 613

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were receiving or applying
only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent; * = 10
percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause dight discrepanciesin sums and differences.

@A higher fraction of the caseload in the rural counties than the urban counties was randomly assigned into the evaluation, meaning that the rural counties are over-
represented in the full evaluation sample. To account for this when estimating impacts for urban and rural counties combined, the long-term recipientsin rural counties
were weighted down by afactor of .56, and the recent applicantsin rural counties were weighted down by a factor of .66.



For long-term recipients in single-parent families, MFIP produced substan-
tial increasesin participation in employment and training activities.

As shown in the top right-hand columns of Table 3.1, the mgority of AFDC long-term recipi-
ents (60.2 percent) reported that they had volunteered for at least one activity during the 36- month fol-
low-up period. The participation rate for MFIP long-term recipients (79.6 percent) represents a 19.4
percentage point increase over the AFDC rate. This increase occurred among single parents in both
urban and rura counties, although the increase was somewhat larger in urban counties.’

For recent applicants in single-parent families, MFIP did not increase over-
all participation in employment and training activities, but it did increase the
use of short-term employment-related activities (career workshop or job
sear ch).

Given the program design, for single parents it was expected that MFIP would have smdler im-
pacts on the participation rates of recent gpplicants than of long-term recipients. In fact, anayses not
shown indicate that only aout 20 percent of recent applicants had even reached the time trigger for
mandatory services at two years after random assignment, and only about half had reached the time
trigger when the 36-month survey was conducted.™ In addition, some of those who reached the time
trigger with respect to their stay on welfare would have been exempt due to employment. Thus, it is
clear that, by the time of the survey, a much smaler proportion of recent gpplicants than of long-term
recipients would have been directly affected by the participation mandate. Nevertheless, MFIP did in-
crease the use of short-term activities for recent gpplicants in Sngle-parent families. The fact that there
was no accompanying increase in participation overdl suggests that MFIP primarily increased the use of
formal job search services by individuals who had dso participated in other activities.

Among single parents, MFIP met its goal of focusing on the use of short-
term employment-dir ected activities.

Among single parents, MFIP increased the use of short-term employment-related activities for
both long-term recipients and recent applicants, while it neither increased nor decreased the use of edu-
cation programs. For the combined sample of long-term recipients, the MF P group was 28.9 percent-
age points more likely to participate in employment-directed activities than the control group; and for the
combined sample of recent gpplicants, participation in these activities increased by 6.0 percentage
points relative to the AFDC group.

*When urban and rural counties are combined, results are weighted to reflect the relative size of urban and rural
casel oads during the random assignment period, because applicants and recipients in urban counties were under-
sampled during the random assignment process.

*These estimates are based on analysis of automated MFIP and AFDC records, which provide information on
welfare receipt for individuals in the research sample in each month following random assignment. Because these
records are available only for one year prior to random assignment, however, most, but not all, recent applicants
could be tracked from the first month that they entered the welfare system. Thus, these are “lower-bound” estimates
of the percentages who reached the time trigger within the specified periods.



As seen in the lower pand of Table 3.1, the Sze of the increase in employment-related activities
for recent applicants is smilar for the combined sample, for urban counties, and for rura counties, even
though the impacts are gatigticaly sgnificant only for the combined sample and for urban counties. In
rurd counties, the small sample size makesit difficult to detect effects at the level of precision needed to
achieve gdtidicd sgnificance.

V. Effects on Participation for Long-Term Recipients
in Single-Parent Families

A. Long-Term Recipientsin Urban Counties

Table 3.2 presents the participation patterns for single-parent long-term recipients in wban
counties. The first three columns present the outcomes for members of the three research groupsin ur-
ban counties — MFIP, MFIP Incentives Only, and the AFDC group. The fourth column presents the
impacts of the full MFIP program compared with the AFDC system, by showing the differencesin out-
comes between the MFIP and AFDC groups. The section begins by discussng the overal impacts of
the full MFIP program as presented in this fourth column. It then decomposes the program’s overdl
effects into the contributions of the financid incentives done (the fifth column) and the added mandatory
sarvices (the sixth column).

1. Effects of the Full MFIP Program on Overall Participation Rates. Among the
groups examined, MFIP had the largest impacts on participation retes for single-parent long-term re-
cipients in urban counties. The first row of Table 3.2 presents the proportion of each research group
who reported that they had enrolled in either the MFIP employment and training program or the
STRIDE program, in the 36 months since random assignment.** As shown in the top row of Table 3.2,
79.3 percent of urban long-term recipients in the MFIP group reported that they had enrolled in MFIP
or STRIDE, compared with only 43.0 percent of the AFDC group; MFIP increased the proportion of
single parents who had contact with ether of the two employment and training systems by 36.3 percert-
age points. (In addition, athough not shown in the table, members of the MFIP group who enrolled in
services reported an average length of enrollment of 20 months, compared with only 10 months for
members of the AFDC group who reported enrollment in STRIDE.)

Sngle-parent long-term recipients in the MFIP group were aso 20.4 percentage points more
likely than their AFDC counterparts (80.9 percent compared with 61.1 percent) to have participated in
a least one employment or training activity — which could have been through MF P, STRIDE, or some
other community service provider — within the 36-month follow-up.

The different impacts between enroliment in MFIP or STRIDE and participation in any activity
occurred because a very high proportion of MFIP goup members who participated in any activity did

"As mentioned earlier, the survey actually asked respondents whether they had ever participated in MFIP or
STRIDE case management — for example, meeting with a case manager and discussing goals and plans for enploy-
ment. Because all MFIP and STRIDE enrollees participated in case management, this question was used as a proxy
for enrollment in MFIP or STRIDE.
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Table3.2

MFIP'sImpacts on Participation in Employment and Training Activities and Educational Attainment
for Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIP vs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financia Mandatory Services
Incentives Full MFIF Incentives and Reinforced
Outcome (%) MFIP Only AFDC Program Alone Incentive Messages
Employment and training activities
Ever enrolled in MFIP or STRIDE
employment and training program 79.3 34.7 43.0 36.3 *** -8.3 ** 446 ***
Ever participated in any
employment or training activity 80.9 61.1 60.5 204 *** 0.6 19.8 ***
Short-term employment-related activities 65.8 36.0 34.6 312 *** 15 20.8 ***
Career workshop 41.0 231 215 195 *** 1.6 17.9 ***
Group job search 50.2 21.3 20.0 30.2 *** 1.3 28.9 ***
Individua job search 42.0 9.9 115 305 *** -1.6 32.1 ***
Any education and training activity 48.8 46.5 479 10 -1.4 2.3
Basic education 18.9 19.8 22.4 -36 -2.6 -0.9
Post-secondary education 235 21.7 22.3 12 -0.7 1.9
Vocational training 15.8 138 13.7 21 0.0 2.0
On-the-job training/work experience 54 6.8 34 20 3.4 ** -1.3
Obtained degree or diploma
since random assignment
High school diploma or GED 7.8 6.3 79 -0.1 -1.6 15
Trade license 9.0 6.7 6.6 24 0.1 2.3
College or university degree 4.7 6.1 5.0 -04 1.1 -1.4
Associate's degree 2.3 51 23 0.0 2.8 ** -2.8 **
Bachelor's degree 22 0.7 17 05 -1.0 15
Sample size (total = 1,090) 372 366 352

SOURCE: MDRC caculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.
A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent; * =

10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.



30 by enrolling in the MFIP employment and training program, while a substantial number of AFDC
group members participated in community activities without enralling in STRIDE. It islogica that sngle
parents in the AFDC group would be more likely to find services on their own, because their participa-
tion in STRIDE was voluntary.™ In contrast, because MFIP's services were mandatory for long-term
recipients in the MFIP group, it was in thelr interest to Sgn up for activities through the MFIP program
rather than independently.

It is worth noting that MFIP staff achieved this increase in participation rates despite a sanction
for noncompliance (10 percent of the grant) that was much smaler than sanctions imposed in many
dates under Temporary Assstance for Needy Families (TANF). Field research and interviews with
program staff presented in earlier reports help to shed light on how MFIP increased participation rates
for long-term recipients.™® MFIP staff were generaly positive and upbest in presenting MFIP as an op-
portunity for clients, dthough they did inform clients that there would be a 10 percent sanction for not
following through with mandated activities, they were not heavy-handed. Over time, however, some
workers who initidly were reluctant to sanction people came to the view that it was most effective to
follow up quickly with clients who were not complying, noting that some clients responded only after
receiving an “intent to sanction” notice in the mail. As reported in the interim report, about 22 percent of
long-term recipients in the MFIP group were sanctioned a some point during the first 12 months after
random assignment.*

Thus, both ininitid presentations and in following up, workers actively used the program’s marn+
date as atool for engaging clients who would not otherwise have volunteered for employment and train-
ing services. (Interestingly, as policymakers began to design Minnesota s statewide program, MFP-S,
the consensus among many workers was that a larger sanction was needed in order to motivate the cli-
ents who were mogt difficult to work with, some of whom smply accepted the 10 percent sanction in
exchange for not participating in program activities or working.)

2. Effects of the Full MFIP Program on Participation in Specific Activities. Consis-
tent with MFIP' s mission to move the employment and training system toward a stronger employment
focus, MFIP had the most substantid impact on single parents' participation in short-term employment-
related activities such as career workshops, group job search, and individua job search. Compared
with long-term recipients in the AFDC group, members of the MFIP group were about twice as likely
to have participated in a career exploration workshop, in which counselors helped participants assess
their job skills and set gods for employment, and more than twice as likely to participate in group job
search (classes or job club) and individua job search activities.™

Among single parents, as expected, MFIP neither increased nor decreased long-term recipi-
ents participation in education or training activities. As indicated in Table 3.2, MFIP recipients partici-
pated in basic education activities (services aimed at either completing a GED or high school diplomaor

2Although there were advantages to enrolling in activities through STRIDE rather than on one's own— such as
reimbursement for child care expenses and career counseling and case management services — there were also dis-
advantages. For example, after mid-1995, participants who entered STRIDE voluntarily could be sanctioned if they did
not follow through on the employment plan that they had developed with their STRIDE case manager.

K nox, Brown, and Lin, 1995, p. 48.

“The 36-month survey did not collect information about sanctions.

Because of small sample numbers of respondents enrolling in each activity, the survey provides only limited in-
formation on the length of stay in activities. However, the average stay in individual job search or job club was about
3.5 months (across all single parentsin the MFIP and AFDC groups who reported participating in these activities).



learning English as a Second Language) at the same rates as their AFDC counterparts (18.9 percent
compared with 22.4 percent).*® The participation rates of MFIP and AFDC recipients are aso smilar
for post-secondary education and for vocationd training.” Consequently, recipients in the MFIP group
were not any more or less likely to obtain an educationd diploma or degree than their AFDC counter-
parts. Note that if MFIP had not alowed long-term recipients to continue in programs that they had be-
gun before becoming mandatory participants, the MFIP group may have been more likely to decrease
their education and training.

3. Effects of Financial Incentives Versus Adding Mandatory Services. The two right-
hand columns of Table 3.2 disentangle the dfects of MFIP s financid incentives on participation rates
from the effects of adding mandatory services. The fifth column shows the impacts of the financid incen-
tives done, by esimating the differences in outcomes for the MFIP Incentives Only group (who re-
caived financia incentives but no mandatory services) and the AFDC group. Findly, the sixth column
shows the incremental impacts of adding the mandatory services to the financid incentives, by compar-
ing outcomes for the MFIP group (who received the finanda incentives and were subject to the partici-
pation mandate) with outcomes for the MFI P Incentives Only group.

While members of the MFIP group received the financia incentives and were subject to the
participation mandates, members of the MFIP Incentives Only group received no mandatory services
but were dlowed to volunteer for the same STRIDE services as members of the AFDC group, making
their employment and training treatment nearly identical to that of the AFDC group. It is possble, how-
ever, tha the increased payoff from employment arising from the financia incentives could have led the
Incentives Only group to make different decisons than the AFDC group about volunteering to partici-
pate in activities or about the types of services they woud pursue once they volunteered. Nevertheless,
the results presented in the fifth column of Table 3.2 indicate that MF P s financid incentives aone had
little effect on participation patterns.

Single parents in the MFIP Incentives Only group were, in fact, somewhat less likely to report
that they had enrolled in MFIP or STRIDE employment and training services than single parentsin the
AFDC group (34.7 percent and 43.0 percent, respectively). It is possible that members of the MFIP
Incentives Only group went to work rather than participating in STRIDE. (If this were the case, how-
ever, they should also have had reduced rates of participation in any education or training activity. In-
dead, rates of participation in activities are nearly identicd for the two groups.) It is so possible that
some members of the MFIP Incentives Only group were misinformed about their digibility for STRIDE,
because the rules for this group were less sraightforward than the rules for the MFIP and AFDC

groups.

Among urban single parents, members of the MFIP and AFDC groups who participated in basic education
stayed for similar lengths of time — approximately 4.7 months for MFIP group members and 4.3 months for AFDC
group members (long-term recipients and recent applicants combined).

YConsistent with STRIDE’s focus on longer-term educational activities, members of the AFDC group who par-
ticipated in post-secondary education stayed somewhat longer in those activities than members of the MFIP group
(5.7 and 4.5 months, respectively). However, the opposite was true for vocational training: Among urban single par-
ents, long-term recipients and recent applicants together in the MFIP group stayed for 4.5 months, compared with
approximately 3.1 months for the AFDC group.
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Table 3.2 shows two impacts of the MFIP incentives, both smdl in magnitude, that are some-
what puzzling. Firg, single parents in the MFP Incentives Only group show a smal (3.4 percentage
point) increase in participating in on-the-job training and work experience, compared with the AFDC
group. A patid explanation for this fact comes later, in Chapter 4: Members of the Incentives Only
group were somewhat more likely to marry, and on-the-job training and work experience are typicaly
used more for two-parent than for sngle-parent families. At the same time, however, the modest in-
crease in marriage seems unlikely to account for dl thisincreased participation in the two activities.

The smdll (2.8 percentage point) increase in completion of an associate's degree among sngle
parents in the Incentives Only group relative to the AFDC group is aso surprising, because there was
essentidly no difference in participation in post-secondary education programs among the research
groups. It is possible that MFIP s financia incentives could increase the chances of completing a college
degree by improving on€'s financid sability and dlowing one to attend school more consigtently. How-
ever, analyses not shown indicate that members of the Incentives Only group attended post-secondary
education for amilar lengths of time as members of other research groups.

Overdl, the findings presented in the far-right column of Table 3.2 indicate that, as one would
expect, the effects of the full MFIP program on participation in employment and training activities were
nearly dl caused by the incrementd effects of adding the mandatory services to the financid incentives.
Thus, these findings provide evidence that offering an incentive to work does nat, by itsdf, affect the
decision to participate in employment and training activities but that combining financid incentives with a
mandeate to participate in employment-focused services does.

B. Long-Term Recipientsin Rural Counties

Table 3.3 presents patterns of participation for single-parent long-term recipients in the rurd
counties. As discussed in Chapter 2, due to the relaively small numbers of gpplicants and recipients in
rurd counties, rura sample members were randomly assigned only to ether the MFIP or the AFDC
group. Table 3.3 indicates that MFIP s effects on rurd long-term recipients participation in employ-
ment and training activities were roughly smilar to the effects reported in Table 3.2 for their urban coun
terparts. For example, the increase in enrollment in MFIP or STRIDE services for rurd long-term re-
cipients in the MFIP group (34.6 percentage points) was Smilar to the increase reported for urban ar-
eas (36.3 percentage points), as was the increase in participation in any activities (16.4 percentage
pointsin rurd counties versus 20.4 percentage points in urban counties).

In rural counties, MFP aso increased single parents participation in short-term employment-
directed activities, dthough the effects of the program were somewhat smdler than in urban counties. In
theory, smaller effects could result either from lower participation rates for MFIP group members or
from higher paticipagtion raes for AFDC group members in rurd  cour
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Table3.3

MFIP's Impacts on Participation in Employment and Training Activitiesand Educational
Attainment for Single-Parent Long-Term Recipientsin Rural Counties

Impact
Outcome (%) MFIP AFDC (Difference)
Employment and training activities
Ever enrolled in MFIP or STRIDE
employment and training program 79.6 450 34.6 ***
Ever participated in any
employment or training activity 74.9 585 16.4 **
Short-term employment-related activities 59.7 404 19.3 ***
Career workshop 37.3 26.2 11.0*
Group job search 38.4 24.3 14.2 **
Individual job search 39.2 17.7 21.5 ***
Any education and training activity 46.1 450 1.2
Basic education 12.8 115 1.3
Post-secondary education 239 215 24
Vocational training 13.9 194 -5.5
On-the-job training/work experience 6.2 58 04
Obtained degree or diploma
since random assignment
High school diplomaor GED 6.3 30 3.3
Trade license 6.3 51 13
College or university degree 8.5 7.0 15
Associate's degree 3.3 22 1.2
Bachelor's degree 4.3 26 1.7

Sample size (total = 252) 116 136

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Sample size may dightly vary for each outcome variable.

Rounding may cause dight discrepanciesin sums and differences.
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ties than in urban counties. For mogt activities, the smdler impacts reflect a combination of these two
trends. In the case of individua job search, for example, fewer AFDC group members participated in
urban counties than in rura counties (11.5 versus 17.7 percent), while a higher proportion of MFIP
group members participated in urban counties than in rurd counties (42.0 versus 39.2 percent) — both
contributing to higher impactsin urban than in rurd counties (30.5 versus 21.5 percentage points).

VI. Effectson Participation for Recent Applicants
in Single-Parent Families

As mentioned earlier, MFIP s effects on participation rates for recent applicants depended in
large part on the proportion of applicants who remained on welfare for at least 24 months. By the end
of month 24, only about 20 percent of recent gpplicants had received assistance for 24 months, and by
the end of the 36-month follow-up, only about half (54 percent) were subject to the participation man-
date. Because some time eapses between becoming mandatory, being notified to report to MFIP em-
ployment and training services, and actudly participating in an activity, somewhere between 20 and 50
percent of Sngle-parent recent applicants became mandatory within atime period that would alow them
to respond to the mandate and that would alow any impact on participation to appear on the 36-month
follow-up survey. Moreover, as mentioned earlier, some proportion of recent gpplicants would have
been working at least 30 hours per week while on wefare, exempting them from the participation re-
quirements even though they had been on welfare for 24 months.

A. Recent Applicantsin Urban Counties

1. Effects of the Full MFIP Program. As shown in the top row of Table 3.4, recent ap-
plicants in the MFP group did enroll in MFIP employment and training services a a higher rate than
recent applicants in the AFDC group enrolled in STRIDE (46.6 versus 22.2 percent, respectively).’®
However, as shown in the second row of Table 3.4, the rates a which recent applicants participated in
any employment or training activities, including services in the community, did not differ between the
two groups. The most likely explanation for this pattern is that the bulk of participation in employment
and training services by recent applicantsin both the MFIP and the AFDC groups would have occurred
even without the participation mandate. Therefore, enralling in mandatory MFIP services may have
added activities to the ones in which recent applicants had aready participated, or it may have incorpo-
rated thelr existing activities under the rubric of MFIP services, without dtering the likelihood that mem-
bers of the MFIP group had “ever participated” in activities.

The results presented in Table 3.4 do indicate that, by the 36-month follow-up point, Snge-
parent recent applicants in the MFIP group were significantly more likely than their AFDC counterparts
to have participated in forma job search services. Because, as mentioned above, members of the MFIP
goup were not more likdy to have paticipaed in “any” employment or

8N ote that within the AFDC group, recent applicants were much less likely than long-term recipients to enroll in
STRIDE (even though their participation rates in activities are similar) because recent applicants were less likely to
fall into a STRIDE target group.
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Table 3.4

MFIP's Impacts on Participation in Employment and Training Activities and Educational Attainment
for Single-Parent Recent Applicantsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFEIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome (%) MFIP Only AFDC Program Alone Incentive Messages
Employment and training activities
Ever enrolled in MFIP or STRIDE
employment and training program 46.6 27.1 222 24.4 *** 4.9 19.4 ***
Ever participated in any
employment or training activity 61.8 59.2 60.1 17 -0.9 26
Short-term employment-related activities 35.3 305 29.2 6.1 ** 1.3 48
Career workshop 17.7 219 151 2.6 6.8 ** -4.1
Group job search 232 9.1 15.2 8.0 *** -6.1* 14.1 ***
Individual job search 22.8 11.2 12.3 10,5 *** -11 11.6 ***
Any education and training activity 442 46,5 475 -3.3 -0.9 -2.3
Basic education 14.2 155 15.2 -1.0 0.3 -1.3
Post-secondary education 21.7 30.6 254 23 5.2 -2.9
Vocational training 121 121 14.1 -19 -1.9 0.0
On-the-job training/work experience 2.1 14 15 0.6 0.0 0.7
Obtained degree or diploma
since random assignment
High school diplomaor GED 75 7.6 7.1 04 0.5 -0.1
Tradelicense 6.3 59 7.0 -0.7 -11 03
College or university degree 34 53 45 -11 0.8 -1.9
Associate's degree 17 29 29 -1.2 0.0 -1.2
Bachelor's degree 14 21 13 0.1 0.8 -0.6
Sample size (total = 1,223) 514 217 492

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were

receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** =5

percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.
Rounding may cause slight discrepancies in sums and differences.



training activities, it gopears that the extra job search activities were provided in addition to other edu-
cdion or training activities (in which members of both groups participated with equd likdihood). This
could result from any of the three ways that MFIP emphasized job search: MFIP group members were
more strongly encouraged than AFDC group members to look for part-time jobs while in education or
training activities, the MFIP program may have been more likely than the STRIDE program to place
participants who did not complete an education or training activity directly into job search; and the
MH P program may have been more likely to follow education or training activities that were completed
with subsequent job search to ensure that the participants new skills resulted in employment. Thus, both
MHP s employment focus and its participation requirement would have increased the likelihood that
MF P group members would follow education or training (whether completed or not) with job search.

2. Effects of Financial Incentives Versus Adding Mandatory Services. As was the
case for long-term recipients in urban counties, most of the effects that MFIP had on the participation
rates of recent applicants in urban counties were caused by adding the participation mandate, rather
than by the financid incentives done.

It is not clear why recent applicants in the MFIP Incentives Only group participated in career
workshops at somewhat higher rates, and in job search at somewhat lower rates, than their counterparts
in the AFDC group. The expectation would have been that STRIDE case managers, who understood
MFIP sincentives, would steer recent gpplicants in the MFIP Incentives Only group toward job search,
rather than toward other activities.

B. Recent Applicantsin Rural Counties

As shown in Table 3.5, the pattern of results for Sngle-parent recent gpplicantsin rurd counties
is very smilar to the pattern for recent applicants in urban counties. For example, consgent with the
program design and with the pattern of results in urban counties, MFIP had much smdler effects on the
participation rates of recent gpplicants than of long-term recipients in rurd counties. Also as in urban
counties, MFIP had no effect on participation in “any” activities, but it did lead to a 21.1 percentage
point increase in enrollment in MFIP services, compared with the rate a which AFDC group members
enrolled in STRIDE services. Moreover, the size of MFIP s impacts on short-term employment-related
activities in rurd counties is Smilar to the size of impacts in urban counties, even though the impacts are
not atigicdly dgnificant (due to smdl sample Szes). The main difference in results for sSngle-parent
recent applicants in urban and rurd countiesisthat MFIP did not lead to any increase in job search ac-
tivities in rurd counties. This gppears to be caused by somewhat higher rates of participation in job
search activities by members of the AFDC group in rurd counties than in urban counties, which left less
room for MFIP to have an impact.

VIlI. Single Parents Participation in Activities at the End of Follow-Up

Figure 3.1 adds a different perspective on the participation patterns of single-parent members of
the MFI P group in urban counties. The figure shows the status of survey respondents at a single point in
time — the time of the survey, approximatey 36 months after random asgnment. As shown in the
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Table3.5

MFIP's Impactson Participation in Employment and Training Activities and Educational
Attainment for Single-Parent Recent Applicantsin Rural Counties

Impact
Outcome (%) MFIP AFDC (Difference)
Employment and training activities
Ever enrolled in MFIP or STRIDE
employment and training program 58.1 37.0 21.1 ***
Ever participated in any
employment or training activity 59.4 55.0 4.3
Short-term employment-related activities 37.1 30.7 6.4
Career workshop 21.0 17.2 3.8
Group job search 22.6 20.8 1.7
Individual job search 11.7 18.2 -6.5
Any education and training activity 47.4 47.6 -0.2
Basic education 5.6 8.8 -3.2
Post-secondary education 29.0 317 -2.7
Vocational training 21.4 20.7 0.7
On-the-job training/work experience 3.8 32 0.6
Obtained degree or diploma
since random assignment
High school diplomaor GED 2.6 2.8 -0.2
Trade license 10.1 120 -19
College or university degree 10.2 7.1 3.1
Associate's degree 7.1 59 1.3
Bachelor's degree 29 13 1.6

Sample size (total = 272) 151 121

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsare
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.



Figure3.l

Participation Status of Single Parentsin Urban Counties
at 36 Months (MFIP Group Only)

Long-Term Recipients Recent Applicants

10%
59%

22%
. o Longer Receiving Assistance [] Receiving Assistance:
o _ Not Working or Participating

[] Receiving Assistance: (Not Sanctioned)

Working for Pay
[ ] Receiving Assistance: [ ] Receiving Assistance:

In Employment or Training Activities Not Working or Participating

(Sanctioned®)

SOURCE: MDRC calculations using data from the 36-month survey.

NOTES: 2Data on sanction status were collected only for survey respondents who reported that they were receiving
assistance but not working or participating in employment or training activities.



figure, only about one-third of long-term recipients had |eft welfare at the time of the survey, whereas
most recent applicants had left welfare. About one-quarter of both groups were mixing work and wel-
fare (working either part time or full time). In addition, smilar proportions (10 to 12 percent) were on
welfare and participating in activities. However, as one might expect, a much larger proportion of long-
term recipients than of recent applicants were still on wefare and were naither working nor participating
in activities. At the time of the survey, 6 percent of long-term recipients were being sanctioned (about
one-fifth of the 28 percent who were neither working nor participating).

VIIl. Summary of MFIP's Effects on Participation and
Educational Attainment

MHP s effects on single parents employment and training activities and on their educationd at-
tailnment are straightforward. The program had subgtantial impacts on employment and training activities
for dngle-parent long-term recipients in both urban and rurd counties. Because of the program’s strong
emphass on employment, however, these impacts on participation accurred only for short-term amn
ployment-directed activities, not for education or training activities.

In neither urban nor rurd counties did MFIP increase the likdlihood that single-parent recent
applicants participated in “any” employment and training activities. However, MFIP did increase the
likelihood that recent gpplicants supplemented their participation in other activities with participation in
short-term employment-directed activities, particularly in urban counties.

MFIP s incresses in participation in employment and training activities among sngle parents
were driven amost entirdly by its participation mandates rather than by its financid incentives. MFIP did
not have substantial effects on educationd attainment.



Chapter 4

MFIP’ s Effectson Single-Parent Long-Term Recipients

. I ntroduction

Participation data shown in Chapter 3 indicate that the Minnesota Family Investment Program
(MFIP) ggnificantly increased rates of participation in employment-related activities, espedaly among
dngle-parent long-term recipients. Chapters 4 and 5 present MFIP s effects on single-parents an+
ployment, earnings, welfare receipt, and other measures of well-being during the nearly three years after
families entered the program. Because MFP's participation requirements in this evaluaion were tar-
geted to parents who had stayed on welfare for two years, these chapters continue the practice of pre-
senting results separately for long-term recipients and recent applicants.

Chapter 5 focuses on sngle-parent recent gpplicants and answers the question “What were the
effects of financia incentives plus the message that parents would be required to work or participate in
sarvices if they continued to receive wefare for two years?” This chepter again focuses on single-parent
long-term recipients and answers the question “What were the combined effects of financid incentives
and mandatory services among those who were required to participate?’ Long-term recipients are a
key focus of policymakers, because they make up the mgjority of the casdoad a any giventime and are
least likely to enter employment on their own.

[. Summary of the Findings

Results shown in the interim report’ indicated thet MFIP, relaive to Aid to Families with De-
pendent Children (AFDC), subgtantidly increased employment and earnings for long-term recipientsin
urban counties during the first 18 months® MFIP also increased receipt of welfare, because its more
generous incentives dlowed working families to continue recelving benefits, but it reduced the extent to
which families relied solely on welfare. Higher benefits combined with higher earnings resulted in in-
creased income and a reduction in measured poverty.

This chapter updates these results by presenting MFP's impacts on single parents erploy-
ment, earnings, and welfare receipt for nearly three years. Did the large employment and earnings im-
pacts persst beyond the first 18 months, and did long-term recipientsincrease their earnings and reduce
their dependence on wdfare, as program designers envisoned? In addition, data from the 36-month
survey dlow for amorein-depth look at MFIP s effects. The survey contains detailed information aboout
long-term recipients jobs (such as hours worked, wage rates, and berfits) as well as information on
various aspects of family well-being (such as materid hardship) and family composition.

Miller et d., 1997.
2AFDC is used to denote all the programs that MFIP replaced, including AFDC, Food Stamps, Family General
A ssistance, and the STRIDE program.
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MFIP substantially increased employment rates among single-parent long-
term recipients and increased their average ear nings throughout the three-
year period. Most of the increase in employment was in full-time, moder ate-
wage jobs that offered health benefits. Few previoudy evaluated welfare-to-
work programs have produced employment increases of this magnitude that
have also persisted for thislong.

Table 4.1 presents impacts on quarterly outcomes averaged during the first 10 quarters of fol-
low-up, or the maximum follow-up available for both urban and rura long-term recipients.® The effects,
or impacts, of MFIP are calculated as the differences in outcomes for the MFIP and AFDC groups.
Impacts for al counties are shown in the rightmost three columns of Table 4.1. MFIP sgnificantly in-
creased quarterly employment rates and earnings during the follow-up period. An average of 49.9 per-
cent of the MFIP group worked in each quarter, for example, compared with 36.9 percent of AFDC
group members, for an increase of 12.9 percentage points. Earnings in each quarter on average were
aso higher, by $176. An andysis of job characterigtics, shown later, indicates that most of the increase
in employment generated by MFIP was in jobs that paid $7 to $9 per hour and in jobs that offered
hedlth insurance coverage.

MHP s employment impacts are notable not only for their magnitude but adso for ther persis-
tence. As shown later, MFP continued to increase average quarterly employment rates and earnings
during the third year of follow-up, and the Szes of these impacts are amilar to the 9zes in the firg two
years. Although other programs have produced employment increases that lasted severd years, few
increases have been aslarge as MFIP' s.

MFIP increased the number of single-parent families recelving welfare,
largely because it allowed more working families to receive benefits, but it
reduced the number of families relying solely on welfare.

By dlowing sngle-parent long-term recipients who worked to keep more of their berefits,
MHF P increased the number of families who recelved some benefits. (Welfare, as defined here, includes
benefits from ADFC, Food Stamps, Family Generd Assstance, and MFIP. Food Stamps are included
as welfare because they were cashed out under MFIP and, therefore, cannot be separated out from the
MFIP grant.) On average, in each quarter of follow-up, 85.3 percent of familiesin the MFIP group re-
ceived benefits, compared with 80.6 percent of families in the AFDC group. However, because more
angle-parent long-term recipients were working, MFIP aso reduced the number of familieswho relied
solely on welfare; in each quarter, 54.5 percent of familiesin the AFDC group relied solely on wefare,
compared with only 42.9 percent of the MFIP group.

3For single- and two-parent families, a higher proportion of the rural caseload was included in the evaluation. In
order to make the sample match the urban-rural mix of the actual caseload in the seven evaluation counties, the rural
counties are weighted down for the combined county impacts. The summary tablesin Chapters 4 and 5 give all urban
counties one weight and all rural counties one weight, rather than assigning each individual county its own weight,
given that the separate urban and rural impacts are not weighted by county. The results are similar using either
method.
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Table4.1

Summary of MFIP's I mpacts on Employment, Welfare, Income, and
Marriage for Single-Parent Long-Term Recipients

Urban Counties Rural Counties All Counties’
Impact Impact Impact

Outcome MFIP AFDC (Difference) MFIP AFDC (Difference) MFIP AFDC (Difference)
Quarterly averages
during thefirst 10 quarters
Employed (%) 50.3 36.9 13.4 *** 47.8 39.2 8.5 *** 499 36.9 12,9 ***
Earnings ($) 967 780 187 *** 876 820 56 955 779 176 ***
Recelving welfare (%) 854 81.3 4.0 *** 85.9 76.4 9.5 *** 85.3 80.6 4.7 ***
Welfare benefits ($) 1,756 1,608 149 *** 1,704 1,370 333 *** 1,745 1,569 176 ***
Welfare was only source of income (%) 422 54.5 -12.3 *** 46.7 52.9 -6.2 ** 42.9 54.5 -11.6 ***
Income from welfare and earnings ($) 2,723 2,387 335 *x* 2,580 2,191 389 *** 2,700 2,348 352 ***
Income from welfare and earnings

with estimated EIC benefits ($)° 2,843 2,474 369 *** 2,710 2,295 415 *** 2,822 2,438 384 ***
In the month prior to
the 3-vear follow-up®
Currently married and living with spouse (%) 8.6 58 28 234 15.6 79 10.6 7.0 36 **
Sample size (total = 2,373) 846 934 295 298 1,141 1,232

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records, public assistance benefit records, and the 36-month
client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying only
for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** = 5 percent; * = 10
percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare benefits
are the sum of benefits from any of these sources.

A higher fraction of the caseload in the rural counties than the urban counties was randomly assigned into the evaluation, meaning that the rural counties are over-
represented in the full evaluation sample. To account for this when estimating impacts for urban and rural counties combined, the rural counties were weighted down by
afactor of .56.

bThese estimates are cal culated assuming that all eligible individuals received both the federal and the state Earned Income Credit. Estimated payroll taxes and
federal and state income taxes are also subtracted.

“These estimates are calculated using data from the 36-month client survey. The sample sizes are 724 in urban counties, 252 in rural counties, and 976 in all
counties.



MFIP increased families incomes and reduced measured poverty.

As a result of higher earnings and benefits, MFIP families had higher arerage income than
AFDC families — $2,700 versus $2,348. As shown later, MFIP aso reduced the number of families
whose earnings plus benefits |eft them below the poverty line. Because the Earned Income Credit (EIC)
has become such an important transfer program for low-income working families, the bottom row of the
table presents estimates of income assuming that dl eigible parents filed a tax return and clamed the
EIC. Accounting for this benefit increases MF P s effects on family income.

In the rural wunties, MFIP had smaller effects on single-parent long-term
recipients employment and ear nings.

The firgt 9x columns of Table 4.1 show MFP s effects in urban versus rurd counties. All sub-
sequent analyses in the chapter are conducted separately for urban and for rurd counties, given that the
three-group research design was implemented only in the urban counties. The results show that the ef-
fects for al counties combined are smilar to effects for the urban counties: MFIP increased single par-
ents employment, earnings, wefare, and income. However, alook a the middie three columns shows
that MFIP had smdler effects on employment in the rural counties, increasing employment on average
by 85 percentage points each quarter. As shown later, the employment impacts in rurd counties fade
consderably by year 2, in contrast to the lasting impacts in urban counties. The difference between rura
and urban counties gppears to be partly due to the fact that MFIP had smaller effects on long-term re-
cipients who were previoudy married (in both types of counties) and that this group makes up a dight
mgority of the samplein rura counties.

MFIP's financial incentives, when used without the mandatory services,
produced modest effects on employment rates and encour aged some single-
parent long-term recipients to move from full-time to part-time work. How-
ever, the incentives were largely responsible for MFIP's antipoverty d-
fects.

The evauation desgn provided a test of the effects of financid incentives done versus the -
fects of the full program (incentives combined with mandatory services). As shown later, the financid
incentives done modestly increased employment, primarily in part-time jobs, and these efects dimin-
ished over time. In addition, the incentives encouraged some single parents who would have worked full
time to reduce their weekly hours. However, when combined with mandatory services, the incentives
increased long-term recipients earnings and incomes by alowing them to keep more benefits when they
worked; MFIP would not have increased family income if welfare benefits had been reduced dollar for
dollar as earnings increased.

At the threeyear followrup point, MFIP recipients were more likely to be
married than were AFDC recipients.

Asshown in Table 4.1, 10.6 percent of MFIP parents were married at the end of the third year,
compared with 7.0 percent of AFDC parents. The increase in marriage occurred in both the urban and
the rural counties, but the impact is larger in the rural counties. Also, athough the impacts for each sam+
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ple separately just miss datisticd sgnificance a the 10 percent leve, the impact for the full sampleis
datidicdly sgnificant.

[11. Expected Effects of MFIP

Both of MFIP s primary components — enhanced financid incentives and mandatory employ-
ment-focused activities — should have affected Sngle-parents employment decisions, athough not d-
ways in the same way. When thinking about MFIP s effects, it is hdpful to consder what Sngle parents
would have done in the absence of the program. As an extreme exanmple, if dl people on wdfare in
Minnesota typicaly went to work soon after they started receiving berefits, the program would have
had no effect on employment rates. In redity, however, some single parents wert to work quickly, some
did so after several months on welfare, and others did not work.

The mandatory employment and training activities were purposefully targeted to sngle parents
who had stayed on wdfare for along period without working — parents who were not likely to have
worked in the absence of MFIP. By requiring individuas who were not working &t least 30 hours per
week to participate in case management and employment preparation activities, the mandates should
have increased full-time employment and decreased welfare receipt.* The mandates would have had
little effect on single parents who would have worked full time anyway.

Financid incentives would have somewhat different effects. As shown in Chapter 1, a Sngle
parent could obtain a higher tota income under MFIP than AFDC if she worked ether part time or full
time. For single parents who would not have worked under AFDC, MFIP should have increased their
incentive to take a job. Chapter 1 also showed that MFIP s incentives were relatively more generous
for part-time work. Thus, single parents who went to work may have been more likely to take a part-
time then afull-time job.

Some single parents, however, would have gone to work in the absence of MFIP. Providing
them with more generous benefits would not have affected their decison about getting ajob, but it might
have affected the intengty of their work effort. On the one hand, the financid incentives might have de-
creased their work intengity. Congider a single parent who worked 30 hours per week. MFIP provided
higher benefits than she could have obtained under AFDC and, therefore, higher total income. If she cut
back her hours worked, however, subgtituting benefits for earnings, she could have received the same
total income as under AFDC, but with less work. Note that she would not be encouraged to leave her
job, because MFIP s more generous benefits were provided only to single parents who worked. On the
other hand, the incentives might increase her work intensity. Because, compared with AFDC, she could
keep more of her benefits under MFIP as her earnings increased, she might be encouraged to increase
her earnings by increasing her hours worked.

Thus, for single parents who would have worked in the absence of MFIP, the program’ s finar+
cid incentives might have either increased or decreased work intendty, depending on which of these

“Single parents with a child under age 6 were required to participate in employment activities if they were not
working at least 20 hours per week.
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two effects dominated. For single parents who would not have worked in the absence of MFIP, the
incentives should have increased employment and may have produced larger increasesin part-time em-
ployment, because the incentives were more generous for part-time work. The incentives should dso
have increased welfare receipt, a least in the short term, because they dlowed single parents who
earned more to remain digible for benefits

V. Effectson Single-Parent L ong-Term Recipientsin Urban Counties

This section presents MFIP s impacts on employment, earnings, and welfare receipt for snge-
parent long-term recipients in urban counties during the two years and nine months after they entered the
program.® Impacts on other aspects of family well-being in urban counties were estimated using data
from the 36-month survey. Impacts for long-term recipientsin rural counties are presented separately in
Section V hecause rurd families were not assgned to the MFIP Incentives Only group; that is, the
three-group research design was implemented only in urban counties.

The results show that MFIP subgtantially increased urban long-term recipients employment
rates and earnings during the follow~up period. In addition, the mgority of these sngle parents who
went to work in response to MFI P worked in moderate-wage jobs and stayed employed fairly continu-
oudy. MF P increased their welfare receipt because of its more generous earnings disregards, which, in
combination with higher earnings, increased long-term recipients incomes. MFIP families were aso
more likely to have had continuous hedth insurance coverage during the three years, probably because
they were more likely to receive wdfare and thus were automaticaly digible for Medicaid.

A. Employment, Earnings, and Wefar e Receipt

Figures 4.1 and 4.2 present MFIP s impacts on quarterly employment rates and earnings for
angle-parent long-term recipients in urban counties. Data for the AFDC group show that, in the &b-
sence of MFIP, employment rates and earnings would have increased over time, dthough very gradu-
aly; 28 percent of the AFDC group worked in quarter 1, or the quarter of random assgnment, and 45
percent worked by quarter 12. The positive impacts of MFIP can be seen from the fact that employ-
ment rates and earnings were higher throughout the period for the MFIP group. In quarter 12, for ex-
ample, 57 percent of the MFIP group worked, for a 12 percentage point increase. Although the Sze of
the impact on employment fell by quarter 8, as the control group caught up, it remained at about 10
percentage points through quarter 12. Average earnings were also higher for the MFIP group through-
out the period, athough the difference became smdler by quarter 12.

Asnoted in Chapter 1, the policy environment in Minnesota changed somewhat over the course
of the evdudion, paticulaly after 1997, with the adoption of the dsatewide program,

°0Only differences that are statistically significant at the 10 percent level are considered program impacts and de-
scribed asincreases or decreases caused by the program.



Figure4.l

Quarterly Employment Ratesfor Single-Parent Long-Term Recipientsin Urban Counties
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SOURCE: See Table E.1 for data corresponding to figure.

Figure4.2

Quarterly Earningsfor Single-Parent Long-Term Recipientsin Urban Counties
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Figure4.3

Quarterly Welfare Receipt for Single-Parent Long-Term Recipientsin Urban Counties
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SOURCE: See Table E.1 for data corresponding to figure.

Figure4.4

Quarterly Benefitsfor Single-Parent Long-Term Recipientsin Urban Counties

2,500

2,000
&
2 MFIP
$ 1,500 +
£
g8 AFDC
£ 1,000 1
[
(5]
m

500 4

Impact
0 : : i : : IR : : :
1 2 3 4 5 6 7 8 9 10 11 12

Quarter since random assignment

SOURCE: See Table E.1 for data corresponding to figure.



Figure4.5

Per centage of Single-Parent Long-Term Recipientsin Urban Counties
Who Relied on Welfare Benefitsas Their Only Income Sour ce

80

70 -
60 +
50 +
40 +
30 +
20 +
10 +

Percentage solely on welfare

AFDC

MFIP

- m L,

-20 I I I

P

Quarter since random assignment

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (UI) records and public

assi stance benefit records.



MFIP-S. In responding to the 36-month survey, the mgority of Sngle-parent long-term recipientsin
both the MFIP and the AFDC groups believed that they faced participation or work requirements and
time limits. For this reason, and aso possibly because of expansonsin the Earned Income Credit (EIC),
the increase over time in employment rates for the AFDC group may be larger than it would have been
otherwise. Nonetheless, MFI P’ simpacts remained fairly congtant throughout the period.®

Figures 4.3 through 4.5 present impacts on welfare receipt for Sngle-parent long-term recipients
in urban counties. (As mentioned earlier, welfare includes benefits from AFDC, Food Stamps, Family
Generd Assgance, and MFIP.) The percentage of families receiving welfare decreased substantialy
over the period, from 97 percent of the control group in quarter 1 to 60 percent by quarter 12. How-
ever, sngle parents in the MFIP group left welfare somewhat more dowly; by quarter 12, 68 percent
were receiving welfare, for an 8 percentage point increase. MFIP families also received about $150
more in benefits per quarter than AFDC families. Although somewhat more MFIP families than AFDC
families recaived benefits during the course of the follow-up period, Figure 4.5 shows that they were
less likely to rely solely on welfare for income. Consstent with the generd increase in employment rates
shown in Figure 4.1, both groups of long-term recipients became less dependent over time, when de-
pendence is defined as relying solely on welfare. However, sngle parents in the MFI P group showed
less rediance on wdfare throughout the period; by the last quarter of follow-up, 29.2 percent relied
solely on welfare, compared with 39.9 percent of the AFDC group.

MFIP s effects on summary measures of employment and welfare receipt in urban counties are
presented in Table 4.2. (Quarterly data are presented in Appendix E.)” Thistable also presents data for
the third research group, MF P Incentives Only. Impacts for this group show the effects of financid in-
centives when offered by themsdlves and dlow an examination of how each of MFIP' s components
contributed to the full program’s impacts. Recdll that the Incentives Only group was subject to MFIP's
incentives and benefit structure, its direct payment of child care cogts, and its consolidation of benefits,
which includes providing Food Stamps as part of the cash grant. (The term “incentives’ in this report is
meant to include al these changes in the caculation of benefits,) As discussed earlier, each comparison
across groups answers a specific question: Comparing outcomes for the MFIP and AFDC groups
shows the effects of the full program of incentives and mandates, comparing outcomes for the MFIP
Incentives Only and AFDC groups shows the effects of MFIP' s incentives done; and comparing out-
comes for the MFIP and MFIP Incentives Only groups shows the effects of adding the mandatory ser-
vices to the incentives. This last comparison does not measure the effects of mandatory services by
themsalves, however, because they operated in the context of the enhanced incentives.

The top rows of Table 4.2 present average quarterly employment rates during three periods of
follon-up: year 1 (quaters 2 through 5), year 2 (quarters 6 through 9), and the first nine

®A cohort analysis was al'so conducted, in which impacts were estimated separately for long-term recipients who
entered the program early in the intake period versus those who entered later, to test for the effects of environmental
changes. No significant differences were found between the impacts for the two groups.

'All impacts are regression-adjusted to control for a range of baseline characteristics, such as race/ethnicity,
marital status, education level, prior employment, and prior welfare receipt. See Appendix D for details and for unad-
justed impacts.
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Table 4.2

MFIP's Impacts on Employment, Earnings, and Welfarefor Single-Parent
Long-Term Recipientsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIF Percentage  Incentives Percentage and Reinforced Percentage
Qutcome MFIP Only AFDC Program Change Alone Change  Incentive Messages Change
Employment and earnings
Average quarterly
employment rate (%)
Year 1 46.0 39.8 32.8 13.3 *** 40.5 7.0*** 214 6.3*** 158
Year 2 53.2 429 39.3 13.9 *** 35.3 3.6* 9.3 10.2 ***  23.9
Year 3 (quarters 1-3) 56.2 48.3 4.7 115 *** 25.7 3.6* 8.0 7.9*** 164
Number of quarters employed during
the 11-quarter follow-up period (%)
None 14.3 220 29.6 -15.3 *** 517 -76 *** 256 -7.7*** 351
14 26.1 279 275 -14 -5.0 0.5 17 -1.8 -6.5
5-8 30.5 259 233 7.2 *** 30.9 2.6 11.3 4.6 ** 17.7
9-11 29.1 24.1 196 95 *** 48.1 4.5 ** 22.8 5.0 ** 20.7
Average quarterly earnings (%)
Year 1 699 586 537 163 *** 30.3 50 9.2 113 ** 19.3
Year 2 1,129 863 913 216 *** 23.7 -50 -55 266 ***  30.9
Year 3 (quarters 1-3) 1441 1,251 1,298 143 * 11.0 -48 -3.7 191 ** 15.2
Earningsgrowth
Employed in year 1 and year 3 55.5 44.8 3.1 17.4 *** 455 6.6 *** 174 10.7 ***  23.9
Average quarterly earningsin year 1
Less than $500 (%) 133 115 95 3.8 ** 39.7 1.9 20.4 1.8 16.0
$500-$2,000 (%) 28.0 229 16.3 117 *** 71.4 6.5 ***  40.0 5.1 ** 225
More than $2,000 (%) 142 105 123 19 15.7 -18 -14.8 3.7 ** 35.7
Average quarterly earningsin year 3
Less than $500 (%) 8.2 82 5.4 29 ** 535 2.8 ** 51.8 0.1 11
$500-$2,000 (%) 190 14.6 121 7.0 *** 57.6 2.6 21.1 4.4 ** 30.1
More than $2,000 (%) 28.2 220 20.7 7.5 *** 36.4 1.3 6.3 6.2 ***  28.3

(continued)
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Table 4.2 (continued)

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP  Percentage Incentives Percentage and Reinforced Percentage
Outcome MFIP Only AFDC Program Change Alone Change I ncentive Messages Change
Welfarereceipt
Average quarterly receipt rate (%)
Year 1 92.4 93.5 90.7 1.7 * 1.9 2.8 *** 31 -10 -11
Year 2 81.0 83.7 75.7 5.3 *** 71 80 *** 105 -2.6 -3.1
Year 3 (quarters 1-3) 71.1 74.1 63.6 7.6 *** 11.9 105 ***  16.6 -30 -4.0
Average quarterly benefits ($)
Year 1 1,964 2,035 1,810 154 *** 85 226 *** 125 S71 ** -35
Year 2 1,627 1,774 1,484 143 *** 9.7 290 *** 195 -146 *** 83
Year 3 (quarters 1-3) 1,380 1,518 1,227 154 *** 125 291 *** 237 -138 *** 91
Sample size (total = 2,615) 846 835 934

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.
A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** =5 percent; * = 10

percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare
benefits are the sum of benefits from any of these sources.
Rounding may cause slight discrepanciesin sums and differences.



months of year 3 (quarters 10 through 12). Like Figure 4.1, the table shows that MFIP increased aver-
age quarterly employment rates in each period. In year 2, for example, 39.3 percent of the control

group were employed in each quarter, on average, compared with 53.2 percent of the MFIP group, for
adatigicaly sgnificant increase of 13.9 percentage points. Thisimpact, in turn, is the sum of the impact
of financid incentives done (Sxth column) and the impact of adding mandates to the incentives (eighth
column).

A comparison of the three impact columns in Table 4.2 shows that the incentives aone ac-
counted for a dight mgority (7 of 13.3 percentage points) of the full program’s impact on employment
during year 1. The effects of incentives done diminished over time, however, and in years 2 and 3, add-
ing the mandates to the incentives clearly accounted for most of the program’s impacts. The pattern of
impacts for the incentives aone suggests that they encouraged single parents to move into jobs earlier
than they woud have otherwise. Over years 2 and 3, however, employment rates for the AFDC group
increased, and the impacts of the financid incentives aone diminished. In addition, the incentives aone
did not increase average earnings, despite ncreasng employment rates. For example, the incentives
aone increased quarterly employment in year 3 by 3.6 percentage points but decreased average earn
ings by $48, dthough the latter impact is not satidticaly sgnificant. As noted earlier, the incentives may
have had the effect of encouraging part-time work and encouraging some single parents who would
have worked full time to reduce their weekly hours. MFIP s impacts on hours worked and its impacts
for certain subgroups (shown later) indicate that the incentives produced both of these effects — most
of the increase in employment that resulted from the incentives one was in part-time jobs, and the in-
centives aone encouraged some long-term recipients who would have worked full time anyway to re-
duce their weekly hours. Thus, the increases in average quarterly earnings produced by the full program
were caused entirely by adding the mandatory servicesto the financid incentives.

The top pand of Table 4.2 dso presents data on the number of quarters that single- parent long-
term recipients worked during the follow-up period. MFIP increased the percentage who worked at
some point during the follow-up period, by 15.3 percentage points (29.6 percent of the AFDC group
did not work, compared with only 14.3 percent of the MFIP group). The pattern of impactsimplies that
the mgority of those who worked in response to MF P worked continuoudy over the period; 9.5 of the
15.3 percentage point increase in employment was accounted for by recipients who worked at least 9
of the 11 quarters. The Unemployment Insurance (Ul) data provide only a rough measure of employ-
ment stability, however, because they do not capture job changes or periods of unemployment within a
quarter. (Table 4.4 more closely examines amployment stability.) Nonetheless, Ul data suggest that ur-
ban long-term recipients managed to stay employed fairly continuoudy.

Although average earnings each year increased for al groups, these data do not indicate
whether earnings were increasing over time for individua workers. Ore of the ideas behind the design of
MFIP was that recipients who went to work and dso received a supplementd grant might eventudly
increase their earnings enough to leave welfare. The second panel of Table 4.2 shows that earnings did
increase for some working single parents. For example, 14.2 percent of the MF P group worked during
years 1 and 3 and, during year 1, earned on average more than $2,000 in each quarter they worked;
28.2 percent earned at least this amount in each quarter they worked during year 3. Thus, earningsin-



creased on average for those who worked continuously over the period, and this increase may have
resulted either from an increase in weeks or hours worked or from an increase in wage rates.

The earnings impacts dso show a difference between the MFIP and AFDC groups. MFIP in
creased the number of single parents who worked in both years 1 and 3 (by 17.4 percentage points),
and mogt of this increase (11.7 percentage points) was among workers who earned $500 to $2,000
per quarter in year 1. By year 3, however, the increase in employment was evenly split between work-
ers earning $500 to $2,000 and those earning more than $2,000 per quarter, suggesting that the MFIP
group experienced higher earnings growth over time.

The lagt pand of Table 4.2 presents impacts on welfare receipt and shows that the increased
welfare receipt produced by MFIP came from its enhanced incentives. The MFP Incentives Only
group received, on average, $1,518 in benefitsin year 3, compared with $1,227 for the AFDC group,
for an increase of $291. The addition of the mandatory services reduced benefit amounts and receipt
rates from what they would have been with the incentives done, s0 that the net increase from the full
program was only $154 per quarter in year 3.

B. Job Characteristics and Employment Patterns

MHP subgantidly increased employment rates for single-parent long-term recipients in urban
counties. Given that, a natural question is “What types of jobs did they obtain?” A common concern
surrounding welfare-to-work programsis that participants typicaly get low-wage, low-qudity jobs. The
data in Table 4.3 suggest that, adthough most long-term recipients worked in low- to moderate-wage
jobs with few benefits, MFIP increased employment in jobs that paid $7 to $9 per hour and that offered
hedth benefits.

The table presents data for the survey sample showing the characterigtics of ther last-held or
currently held job at the time of the 36-month survey. For comparison, Ul records data are included.
The Ul records data in the first row show that 86.3 percent of the MFIP group worked during the two
years and nine months after random assignment, compared with 70.7 percent of the AFDC group, for
an increase of 15.6 percentage points. These numbers are Smilar to those shown in Table 4.2 for the full
sample (obtained as 100 percent minus the percentage who worked zero quarters during the period).
The second row presents the percentage of survey respondents who reported that they had worked at
some point since random assgnments. 85.2 percent of the MFIP group, 83.5 percent of the MFIP In-
centives Only group, and 73.7 percent of the AFDC group. Respondents’ reports for the MFIP group
correspond fairly closdly with the Ul data; respondents in the other two groups, fowever, reported
higher employment rates than the Ul data indicate. One result of this difference in reporting is that, d-
though the survey and Ul datatdl a smilar story in terms of the full program’s effects (11.6 versus 15.6
percentage points), the survey data attribute a greater proportion of the increase in employment to
MHP s financid incentives (9.7 out of 15.6 percentage points compared with 9.9 out of 11.6 percent-

age points).

In generd, Ul data are consdered more religble for caculating employment rates over along
follow-up period, given tha respondents may not recall short or distant spells of employment. In addi-
tion, respondents may have reasons to under- or overreport employment. On the other hand, state Ul
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Table4.3

MFIP'sImpacts on HoursWorked, Wages, and Benefitsin Current or M ost Recent Job
for Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP I mpacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome MFP Only AFDC Program Alone Incentive Messages
From administrative records
Worked during the 11-quarter
follow-up period (%) 86.3 80.4 70.7 15.6 *** 9.7 *** 5.9 **
From 36-month survey
Worked since random assignment (%) 85.2 835 73.7 11.6 *** 9.9 *** 17
Hoursworked per week in
current or most recent job
Did not work (%) 14.8 16.5 26.3 -11.6 *** -9.9 *** -1.7
Worked part time (%) 22.3 304 18.1 4.2 12.4 *** -8.2 ***
1-19 hours 84 11.0 8.0 04 3.0 -25
20-29 hours 13.6 18.6 10.1 35 8.5 *** -50 *
Worked full time (%) 62.8 52.0 54.8 8.0 ** -2.8 10.7 ***
30-34 hours 12.0 8.4 9.7 24 -1.3 3.6
35-44 hours 24 33.8 37.7 4.7 -39 8.6 **
45 or more hours 84 9.8 75 09 24 -15
Average hours worked per
week among those employed 34.1 319 34.1 0.0 -2.1 22
Hourly wagein current
or most recent job
Did not work (%) 14.8 16.5 26.3 -11.6 *** -0.9 **x* -17
Less than $5 53 55 6.6 -1.4 -1.2 -0.2
$5 to $6.99 222 26.5 17.5 4.7 8.9 *** -4.3
$7 t0 $8.99 32.8 23.6 25.9 6.9 ** -2.3 9.2 ***
$9 or above 235 25.7 21.5 20 4.2 2.2
Average hourly wage
among those employed ($) 8.05 7.84 8.20 -0.14 -0.36 0.21

(continued)
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MPFIP Incentives Only MFIPvs.
Average Outcome Levels MFEIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financia Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome (%) MFIP Only AFDC Program Alone Incentive Messages
Employer -provided benefits
in current or most recent job
Did not work 14.8 16,5 26.3 -11.6 *** -9.9 *** -1.7
Paid sick days 28.6 23.6 28.4 0.2 -4.8 51
No paid sick days 56.1 58.6 44.9 11.2 *** 13.7 *** -25
Paid vacation 394 34.7 345 49 0.2 4.7
No paid vacation 456 48.1 38.0 75 ** 10.1 *** -25
Health benefits 422 35.0 33.6 8.6 ** 14 7.2 **
No health benefits 24 483 39.7 2.7 8.7 ** -6.0

Sample size (total = 1,090) 372 366 352

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (UI) earnings records and the 36-month client survey.

NOTES:. The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were
receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** =5
percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

Outcomes shown in italics are nonexperimental.



data do not capture some types of jobs, such as those of individuas who work out of state, are self-employed, work for cash, or work for employers
who fail to report employee earnings. The proportion of employment accounted for by the incentives might be higher using the survey data because (as
shown in the three panels of the table) the increase in employment for the Incentives Only group was largely in lower-wage, part-time jobs with few
benefits — the types of jobs that might be less likely to be reported to the Ul system. Note, however, that the two impacts of adding mandatory ser-
vices (5.9 and 1.7 percentage points, in the first two rows) are not significantly different from one another from a gatigtical point of view.

The first panel of Table 4.3 presents survey responses about weekly hours worked in the current or most recent job. The impacts are experi-
mental, so that the percentages of the MFIP group who worked part time (22.3) and full time (62.8) sum to the percentage who worked since random
assignment. The fourth column shows that the full program increased the percentage of long-term recipients who worked full time (or more than 30
hours per week) by 8 percentage points (62.8 percent versus 54.8 percent). This pattern of impacts differs dightly from results shown in the interim re-
port, in which, among the 12-month survey sample, more of the MFIP group said that they worked exactly 30 hours per week. Although at 36 months
a dight mgority of the increase in employment was in full-time jobs, average hours worked by long-term recipients who worked were smilar for the
MFP and AFDC groups. Because this difference is nonexperimenta — comparing workers in the two groups — it is not tested for satistica sgnifi-
cance. The incentives done increased part-time work. In fact, the results suggest that al the increase in employment generated by the incentives (9.9
percentage points) was in jobs where respondents worked 29 to 20 hours per week (8.5 percentage points).

Data on wages and benefits show that most long-term recipients who worked during the period had low- or moderate-wage jobs that offered
few benefits. For example, 25.9 percent of the AFDC group worked and earned $7 to $9 per hour; in other words, 35 percent of those who worked
(25.9 divided by 73.7) earned $7 to $9 per hour. The fourth column shows that MFIP increased employment in moderate-wage jobs ($7 to $9 per
hour) and in jobs that provided health benefits but not paid sick days or paid vacation. The proportion of the MFIP group who held jobs that offered
hedlth benefits was 42.2 percent, compared with 33.6 percent for the AFDC group. Thus, it does not appear that MFIP increased the number of long-
term recipientsin very low-qudity jobs.

The fifth column of Table 4.3 shows the effects of the financid incentives aone. The incentives done increased employment in rdatively low-
paying jobs ($5 to $7 per hour) that did not offer any of the three benefits shown. MFIP's enhanced incentives might have encouraged single-parent
long-term recipients not only to take part-time jobs but aso to take lower-paying jobs than they would have otherwise. Among the Incentives Only
group, 26.5 percent worked and earned $5 to $7 per hour, compared with 17.5 percent of the AFDC group. The decrease in employer-provided
benefits for the Incentives Only group most likely reflects that these benefits are not typically offered to part-time workers.®

®Among the sample of long-term recipients in urban counties, those working full time were three time more likely than those working part time to report being offered
benefits.
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MFIP's Impacts on Employment Stability for Single-Par ent
Long-Term Recipientsin Urban Counties
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MFIP Incentives Only MFIP vs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome (%) MFIP Only AFDC Program Alone Incentive Messages
Employment stability
Respondent worked since random
assignment and reported all job dates 74.3 72.0 64.4 9.9 *** 7.6** 23
First employment spell began within
12 months of random assignment 50.5 44.4 39.2 11.4 *** 52 6.1*
First spell lasted less than 12 months 16.3 12.2 135 2.8 -1.3 4.1
Employed after first spell 144 9.8 9.8 4.7 * 0.0 4.7 **
Not employed after first spell 19 24 3.7 -1.9 -1.3 -0.5
First spell lasted more than 12 months 34.2 32.2 25.7 8.6 ** 6.5 ** 20
First employment spell began 12 or
more months after random assignment 238 27.6 252 -14 24 -3.8
Number of jobs held
1 296 334 282 14 5.2 -39
20r3 331 31.7 272 59* 45 13
4 or more 129 7.9 100 29 -2.1 5.0 **
Sample size (total = 1,090) 372 366 352

SOURCE: MDRC cdculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were receiving
or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent;
* =10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.



Table 4.4 presents data on the length and timing of employment spells among respondents to the
36-month survey. Although MHP was not specificadly desgned to increese employ-



Table 4.4 presents data on the length and timing of employment spells among respondents to the
36-month survey. Although MF P was not specificaly designed to increase employment retention, long-
term recipients might have been encouraged to stay employed in order to continue receiving MFIP' s
more generous benefits. The mandatory services might also have encouraged them to stay employed,
because they were exempt from participating if they were working at least 30 hours per week. Because
the survey collected job history information, these data provide a more detailed look at employment
patterns than the Ul data. Table 4.2 showed, for example, that MFIP increased the number of long-
term recipients who worked in at least 9 of the 11 follow-up quarters. However, because a single-
parent recipient was consdered employed if she had worked at any point during a quarter, the Ul data
do not capture periods of unemployment within each three-month period.

The results shown in Table 4.4 suggest that the increase in employment caused by MFP was
relatively stable, dthough recipients did not necessarily stay in the same job over time. The first row
shows that 74.3 percent of the MFIP group worked since random assgnment and reported complete
information on start and end dates for dl jobs hdd. This number is lower than the employment rate re-
ported in Table 4.3 for two reasons. First, some respondents did not report complete employment his-
tories. Second, in practice the 36-month survey was administered to individuas anywhere from 36 to
more than 40 months after they were randomly assgned. Y &, when andyzing the timing and duration of
employment spdlls, it is necessary to redtrict the follow-up period to 36 months for dl sample members.
Thus, a few respondents who reported working since random assgnment but did not work within the
first 36 months are counted as employed in the previous table but not in Table 4.4.

The second row of the table shows that al long-term recipients who went to work because of
MHP did so within the first 12 months of follow-up. In other words, MFIP increased employment only
during the first 12 months after random assgnment; 50.5 percent of the MFIP group started working
within this time, compared with 39.2 percent of the AFDC group. In addition, MFIP increased the
number of recipients who went to work during the first year and stayed enployed for more than 12
consecutive months — 34.2 percent of the MFIP group compared with 25.7 percent of the AFDC
group. (An employment spdl is defined as the number of consecutive months of employment and can
include job changes and brief periods of unemployment during a given month.)

Some long-term recipients went to work during the first year but did not stay continuoudy em+
ployed (16.3 percent of the MFIP group, for example), but most of them got another job a some point
(14.4 percent of the MFIP group). Although MFIP did not significantly affect the incidence of short
employment spdlls, it did increase the number of recipients who got jobs after a short spdll (by 4.7 per-
centage points). Thisis aso reflected in the fact that MFIP increased the number of recipients who held
two a three jobs during the follow-up period. Thus, MFIP not only increased stable employment but
aso increased the likelihood of reemployment among some workers.

The two right-hand columnsin Table 4.4 show that the increase in reemployment was due to the
addition of MFP's participation mandates. The fifth column shows that MFIP's financid incentives
aone increased the number of long-term recipients who went to work during the first year and stayed
continuoudy employed for a least 12 months (by 6.5 percentage points). The incentives had little effect
on short spells of employment or on the likelihood of reemployment — aso reflected in the fact that the
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incentives increased the number of recipients who held only one job during the period, athough thisim:
pact is not gatigticaly sgnificant. The different dfects of the full program versus the financid incentives
aone probably relate to the fact that al the employment increase for the Incentives Only group was vol-
untary. People who go to work voluntarily may be more able or more willing to stay in ajob longer.

C. Income and M easured Poverty

One important result of MFIP' s increase in employment and welfare receipt among long-term
recipients in urban counties is thet it increased these single parents' income (from earnings and welfare).
As shown in the top pand of Table 4.5, the MFIP group had higher income than the AFDC group
throughout the three years. In the first nine months of year 3, for example, the MFIP group’s average
quarterly income was $2,822, compared with $2,525 for the AFDC group, for a gatiticaly significant
increase of $296. The Incentives Only group adso had higher income than the AFDC group — $243
more in year 3. (This increase, however, resulted entirely from higher rates of wefare receipt; as shown
in Table 4.2, the incentives aone did not increase average earnings.)

Despite MHP s impacts, income levels remain quite low for dl three groups. The MFIP
group’s average quarterly income of $2,822 in year 3, for example, implies an average annud income of
$11,288. Note that this measure most likely underestimates income available to the family, because it
only includes the respondent’ s earnings and welfare payments. (Anayses shown later, however, indicate
that income from earnings and welfare may be a fairly good measure of totd family income for a large
fraction of long-term recipients, namely, those who are not living with other adults.) For this reason,
poverty rates caculated usng this measure of income are subject to the same caveat and are not com
parable to the officid poverty rate. In year 3, MFIP reduced measured poverty, or the percentage of
families with earnings and welfare benefits below the poverty levd, by 12.4 percentage points.

The results in Tables 4.2 and 4.5 show that MFIP s financid incentives contributed substantialy
to the full program’s effects on income and measured poverty. The increase in income in year 3 for the
MFIP group ($296), for example, is due equaly to higher earnings ($143) and higher berefits ($154).
The impacts for the Incentives Only group show that increases in income can adso be achieved with in-
centives aone. However, because the incentives aone did not increase earnings, the increase in income
for this group was due entirely to higher benefits.

The third panel in Table 4.5 presents impacts on income and measured poverty that include es-
timates of benefits received through both the federd and the state Earned Income Credits (EIC) as well
as any federal and state taxes paid. The EIC has become an increasingly important transfer program for
low-income families that aso provides a strong incentive to work. In 1997, for example, a sngle mother
with two children who earned $10,000 during the year would be digible for a federd EIC of $3,656.
Research using nationd data finds that the EIC has become an important tool for moving poor working
families out of poverty.’ Minnesotal's Working Family Credit during the evaluation period was cacu-
lated as 15 percent of the federd EIC.

°Porter, Primus, Rawlings, and Rosenbaum, 1998.
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Table4.5

MFIP's Impacts on Income and Poverty for Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP I mpacts of Financial Mandatory Services
Incentives Full MFIP Percentage Incentives  Percentage and Reinforced Percentage
Qutcome MFIP Only AFDC Progran  Change Alone Change Incentive Messages Change
Average quarterly income
Average quarterly income
from welfare and earnings ($)
Year 1 2,663 2,621 2,346 317 *** 135 275 *** 11.7 42 1.6
Year 2 2,756 2,636 2,396 360 ***  15.0 240 *** 10.0 120 * 4.5
Year 3 (quarters 1-3) 2,822 2,769 2,525 296 ***  11.7 243 *** 9.6 53 1.9
Income and poverty
in last three quarters
Average quarterly income
from welfare and earnings ($) 2,822 2,769 2,525 296 ***  11.7 243 *** 9.6 53 1.9
Measured poverty? (%) 65.3 69.3 71.7 -12.4 ***  .159 -83 ***  .10.7 -40 * -5.8
Income and poverty in last
three quarterswith estimated
taxesand EIC benefits?
Average quarterly income
from welfare and earnings (%) 2,995 2,912 2,613 382 ***  14.6 299 *** 115 83 2.8
Measured poverty? (%) 58.4 63.9 70.5 -12.1 *** 2172 -6.6 *** -94 -55 ** -8.6
I ncome sour ces
In last quarter of follow-up (%)
Earnings, welfare 385 35.7 205 18.1 *** 88.2 15.2 *** 74.1 29 8.1
Earnings, no welfare 184 15.6 24.2 -5.9 *** 242 -86 ***  -356 28 17.7
No earnings, welfare 29.2 36.5 39.9 -10.7 *** 267 -34 -8.6 -7.2 *** -19.9
No earnings, no welfare 139 12.3 154 -15 -10.0 31 -20.3 16 13.0
Earnings are more than
half of total income (%) 35.8 33.2 34.1 17 49 -1.0 -29 27 8.0
Sample size (total = 2,615) 846 835 934

(continued)
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Table 4.5 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (UI) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying
only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsareindicated as*** = 1 percent; ** =5 percent; * = 10
percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare benefits
are the sum of benefits from any of these sources.

Rounding may cause slight discrepanciesin sums and differences.

M easured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the official poverty threshold. The appropriate
threshold is determined by the number of children in the family. Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits
but does not include income from other sources, the measured poverty rate presented here is not comparable with the official poverty rate.

bThese estimates are cal culated assuming that all eligible individuals received both the federal and the state Earned Income Credit. Estimated payroll taxes and
federal and state income taxes are al so subtracted.



Adding EIC benefits and subtracting income and payroll taxes — under the assumption that al
eigible families file taxes and receive EIC benefits — increases average quarterly income for the MFIP
group from $2,822 to $2,995, or by $692 annualy.’® The measured poverty rate is reduced from 65.3
percent to 58.4 percent. The increase in average income after accounting for taxes and EIC benefitsis
sndler than the state maximum EIC benefit for two reasons. Firg, income is averaged over dl group
members and includes many long-term recipients who did not work and thus did not receive EIC bene-
fits. Second, a large fraction of EIC benefits are offset by payroll taxes. In terms of program impacts,
because the MFIP group had higher average earnings, adding EIC benefits increases MFIP simpact on
quarterly income, from $296 to $382. Although accounting for taxes and EIC benefits reduced the level
of measured poverty, it did not have much effect on the difference in poverty rates between the two
groups, or theimpact of MFIP.

The last pand of Table 4.5 shows data on income sources during the last quarter of follow-up
(quarter 12). The program produced an 18.1 percentage point increase in the number of single-parent
long-term recipients who were combining welfare and work, and since the four outcomes for income
sources are mutualy exclusive, the impacts show that most of this increase (10.7 percertage points)
came from individuas who would have been on welfare and not have worked in the absence of the pro-
gram.

These data d o illudtrate thet there are a variety of ways to define dependence on welfare. One,
shown earlier, is the percentage of families receiving benefits. Two other measures, shown here, are
based on the composition of income. Using one definition — the number of families relying solely on
welfare — the program decreased dependence (by 10.7 percentage points). Using another definition —
the number of families for whom earnings are the mgor source of income — the program had no effect
on dependence. In the last quarter of follow-up, 35.8 percent of MFIP families relied on earnings as
their mgjor source of income, compared with 34.1 percent of AFDC families.

Data on income are adso available from the 36-month survey, which asked respondents about
adl income received by the family in the month preceding the survey. These outcomes are shown in Table
4.6. The top two rows show adminidirative records data on the average monthly income from earnings
and wefare for the full sample and for the survey sample. The impacts are similar, and the impact of $74
for the survey sample just misses datistical sgnificance at the 10 percent leve.

The third row in Table 4.6 presents income from earnings and welfare for the survey sample as
reported by respondents. On average, there is afairly close correspondence between respondents’ re-
ports and the administrative records data. The MFIP group, for example, reported average earnings
plus wedfare of $949, while the adminidrative records data indicate an average

Estimates of EIC receipt are available from the 36-month survey, in which about 65 percent of respondents re-
ported claiming the EIC on their last tax return. Surveys typically underestimate EIC use, however, since many indi-
viduals are not aware that they received the credit, especially if it is used to offset taxes due (Scholz, 1994). Income
and poverty were also estimated using the EIC take-up rates reported on the survey. The results were similar to those
reported in the table; MFIP' simpact on income, for example, increased to $371.
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Table4.6

MFIP's I mpacts on |ncome and I ncome Sour ces for Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome MFIP Only AFDC Program Alone Incentive Messages
Full sample
From administrative records
Average monthly earnings plus
welfarein last quarter of follow-up ($) 936 945 845 91 *** 100 *** -9

Survey sample
From administrative records

Average monthly earnings plus
welfarein last quarter of follow-up ($) 966 1,001 892 74 109 ** -36

From 36-month survey

Income in previous month

from earnings and welfare ($) 949 958 946 3 12 -9
Income in previous month
from all sources ($) 1,435 1,447 1,459 -24 -11 -13
Percentage with income source
Own earnings 54.6 54.7 52.8 1.8 19 -0.1
Earnings of other members 24.3 27.4 28.8 -4.5 -15 -3.1
Child support 145 16.0 19.3 -4.8* -33 -15
Public assistance 65.1 65.9 59.7 5.4 6.2 * -0.9
Any other income 19.1 20.3 19.1 -0.1 12 -1.2
Amount of income source ($)
Own earnings 576 546 565 11 -19 30
Earnings of other members 287 344 355 -69 -11 -57
Child support 28 35 52 =24 *** -16 ** -8
Public assistance 375 406 372 3 34 -31
Any other income 171 123 89 83 ** 34 49
Sample size (total = 1,090) 372 366 352

(continued)
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Table 4.6 (continued)

SOURCES. MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records, public assistance benefit records, and
the 36-month client survey.

NOTES: The full sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were
receiving or applying only for Food Stamps at random assignment. The survey sample includes members randomly assigned from April 1, 1994, to
October 31, 1994, excluding the small percentage who were receiving or applying only for Food Stamps at random assignment. The size of the
survey sampleis 1,090.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsareindicated as*** = 1 percent; ** =5
percent; * = 10 percent.

Sample size may dightly vary for each outcome variable. For this reason, the averages for individual components of income may not sum to the
average of total income.

Welfare benefits are defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP.
Average welfare benefits are the sum of benefits from any of these sources.

Rounding may cause dight discrepanciesin sums and differences.



monthly income of $966."* According to respondents’ reports, however, MFIP increased monthly in-
come by only $3, dthough the impacts of $3 and $74 are not Satiticaly different from each other. As
with survey-reported employment, shown earlier, data on income sources from surveys may be subject
to different types of biases if repondents have reasons to hide or overreport various sources of income,
and it is easy to imagine that these reasons would differ by research group. For example, anayses usng
data from another wefare-to-work program with an enhanced earnings disregard found that control
group members receiving welfare underreported employment more than their trestment group counter-
parts.*? Also, respondents receiving welfare may underreport earnings and income relative to respon
dents not recelving welfare. For these reasons, data on income and income sources from the survey may
not provide the best measure of MFIP' s impacts, especiadly with respect to earnings and welfare in-
come.

In terms of program impacts, the only congstent finding about the sources of income in Table
4.6 isthat MFIP appears to have reduced the receipt of child support; 14.5 percent of MFIP families
received child support in the month preceding the survey, compared with 19.3 percent of AFDC fami-
lies. This result is somewhat odd inasmuch as child support income is not trested differently in benefit
cdculaions under MFIP and AFDC. However, the increase in income produced by MFIP during the
three-year period may have reduced recipients desire to pursue child support or nonresident fathers
desire to pay. Another possible explanation is that both MFIP groups were more likely than the AFDC
group to be on welfare throughout the period. Women receiving welfare have less incentive than those
not on welfare to pursue child support payments, because only $50 of the payments are passed through
to them, with the remainder being paid to the ate to offset welfare costs.

Asde from the impacts on child support, the data in Table 4.6 provide a sngpshot of the
sources and leves of income available to sngle-parent long-term recipients. In terms of income levels,
the survey data show that income from welfare and earnings subgtantially underestimates total resources
available to recipients. For the MFIP group, for example, average income from al sources is $1,435,
and average income from welfare and the respondent’s earnings is $949. This discrepancy is due largely
to the earnings of other adults in the household; 24.3 percent of the MFIP group reported that other
adults in the family had earnings in the previous month.*® The average amount received, including zeros
for those who did not have this type of income, was $287.

This comparison suggests that an income measure based solely on earnings and welfare, as
shown in Table 4.5, may not accurately capture family well-being. However, Figure 4.6 showsthat it is
a good measure for some families and a bad measure for others. The figure shows sources of family in-
come, by the presence of other adults in the household. Among single parents who were living with a
spouse or partner a the time of the survey, the respondent’s earnings plus welfare accounted for less
than hdf of family income In contras, for those who did not live with

"The two sources are not measuring income in exactly the same time period. The records data refer to months 31
to 33 after random assignment, and the survey data refer to the month prior to the survey, which could have taken
place 36 to more than 40 months after random assignment.

“Bloom et dl., 2000.

BThe majority of these respondents reported that there was a spouse or partner in the househol d.
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Figure 4.6

Composition of Family Incomefor Single-Parent Long-Term Recipients,
by the Presence of Other Adultsin the Household
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SOURCE: MDRC calculations using data from the 36-month survey.
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NOTE: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.
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other adults at the time of the survey (66 percent of the sample), earnings plus welfare benefits made up
nearly 90 percent of family income.

Thus, adminigrative records data provide an accurate measure of resources for a dight mgority
of the sample. In addition, it is important to remember that the survey presents a snapshot of the family
36 months after random assgnment. Most respondents who reported living with a spouse or partner
were probably not doing so for the entire follow-up period, because there was not a second parent in
the home when they were randomly assigned. For this reason, the records data in Table 4.5 probably
provide a better measure than the survey data do of long-term recipients resources over the entire pe-
riod.

D. Other Measures of Well-Being

The results so far indicate that MFIP produced substantial changes in the lives of many snge-
parent long-term recipients in urban counties, primarily with respect to their employment and income.
This section uses data from the 36-month survey to examine MFIP s effects on their materid hardship,
hedth insurance coverage, resdentid mobility, and family structure. The esults indicate that MFIP
somewhat reduced respondents perceptions of financial strain and ncreased the continuity of thelr
hedth insurance coverage. (Because an extended survey was given to the sample of respondents ana-
lyzed in Volume 2, Effects on Children, that report presents MFIP's effects on additional measures of
family well-being.)

Table 4.7 presents the results on family outcomes, and the first panel shows measures of mate-
rid hardship. The survey included four questions designed to measure recipients  perceptions of financid
grain (row 1) including “These days | can generdly afford to buy the things we need” and “My financid
gtuation is better than it's been in along time.” Responses could range from 1 (“strongly agree’) to 4
(“strongly disagree’), and the average of responses to the four questions thus aso can range from 1 to
4, with ahigher number indicating greater financid drain.

The second set of questions about materia hardship measured whether the family had been able
to mest its basic needs during the previous 12 months. Respondents were asked, for example, whether
they had ever been unable to pay monthly telephone or utility bills and whether they had ever needed to
vigt a doctor but could not afford it. The index of materid hardship (row 2) was created as the sum of
“yes’ regponses to seven questions and can range from O to 7, with a higher number indicating greater
materid hardship.

The average vaues for the AFDC group indicate that, adthough respondents generdly were able
to meet their basic needs, they did not fed especidly secure financidly. The vaue for the index of mate-
rid hardship is 1.55, indicating that the average AFDC recipient responded “yes’ to fewer than two of
the seven questions. On the other hand, the vaue for perceptions of financia strain is 2.96, suggesting
that the average AFDC respondent somewhat disagreed that she was financialy secure. MFIP pro-
duced a smdl reduction in financid strain but did not affect materia hardship. Although the added effect
of the mandatory services increased materia hardship, the net effect of the full MFIP program is Satisti-
cdly indgnificant. The index of materid hardship undoubtedly measures more severe economic depriva
tion than these long-term recipi-
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Table 4.7

M FIP's Impacts on Family Outcomesfor Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIP vs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
QOutcome MFP Only AFDC Program Alone Incentive Messages
Material hardship
Perceptions of financial strain 29 29 30 -0.1* -0.1 0.0
Index of material hardship 17 14 15 0.1 -0.1 0.3 **
Health insurance coverage
Respondent continuously covered by
health insurance during past 36 months (%) 69.2 75.0 61.3 7.9 ** 13.6 *** 5.7 %
Respondent currently covered
by health insurance (%) 85.5 85.5 839 16 16 0.0
Respondent on Medicaid or MinnCare (%) 72.6 704 66.2 6.4 * 4.2 2.2
Residence and residential moves
Number of times moved
since random assignment (%)
None 26.1 335 30.2 -4.2 32 -7.4 %%
Once 28.4 28.2 29.0 -0.6 -0.7 0.1
2 or more times 45.6 38.3 40.8 48 -25 7.3**
Marital status and cohabitation
Currently married (%) 8.6 11.0 58 2.8 5.2 ** -2.4
Currently married or living with partner (%)  23.9 235 20.8 32 2.7 0.5
Sample size (total = 1,090) 372 366 352

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to Octaber 31, 1994, excluding the small percentage who were receiving or

applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent; *

= 10 percent.

Sample size may dlightly vary for each outcome variable.
Rounding may cause dight discrepancies in sums and differences.



ents experienced in the absence of the program, suggesting that Minnesota s welfare and safety net pro-
grams were successfully preventing severe economic hardship.

The second pand in Table 4.7 presents data on health insurance coverage. Although MFIP did
not affect the number of respondents currently covered by hedlth insurance a the time of the survey, it
did increase the percentage who were covered by either Medicaid or MinnCare, a subsidized insurance
program for low-income families. Among the AFDC group, for example, 66.2 percent were covered by
Medicaid or MinnCare, compared with 72.6 percent of the MFIP group, for an impact of 6.4 percent-
age points. Thisincrease is conggtent with the fact that the MFIP group were more likdly to be on wel-
fare a the end of the follow-up period. It is somewhat odd that the Incentives Only group, who were
aso more likely to be on wefare, were not more likely to report being on Medicaid or MinnCare. The
impact of 4.2 percentage pointsis not satisticaly sgnificant.

Another effect of MFIP was to increase the continuity of hedlth insurance coverage; 69.2 per-
cent of the MFIP group and 75 percent of the Incentives Only group reported that they had hedth in-
surance throughout the three-year period, compared with only 61.3 percent of the AFDC group. These
impacts are adso probably related to higher rates of welfare receipt by the two MFIP groups. It is
somewhat surprising, however, that so many respondents reported spending time without health cover-
age, given the existence of transitional Medicaid and MinnCare for those who left welfare.™

The third pand of Table 4.7 reports information on the number of times families had moved
since entering the program. MFIP might have affected rates of mohility if families used their higher in-
come to upgrade housing or if they moved closer to jobs. The numbers for the AFDC group show afair
amount of mobility among long-term recipients; 40.8 percent moved two or more times in the three
years ater random assgnment. MFIP did not have atigticaly significant effects on resdentia mohility.

The find pand of Table 4.7 presents data on marriage and cohabitation. Although previous
evauations of wefare-to-work programs have focused primarily on employment and welfare receipt, a
consderable amount of research and debate have explored the effects of socid policies on family for-
mation. Most research has been based on an economic modd of marriage, which dates that individuas
will decide to marry if the (economic) benefits of being married are greater than the benefits of being
dngle™ Within this modd, marital search is often thought of as akin to searching for a job; thet is, the
likelihood of marriage depends on the number of potentia partnersin the marriage market and the indi-
vidud’s" atractiveness’ to these potential partners.

Although decisons about marriage are undoubtedly more complex than this, the mode pro-
duces a number of implications for the potentid effects of MFIP. First, MFIP increased income. For a
single woman, an increase in income (such as welfare benefits or her own earnings) might decrease the
incentive to marry, because she has less need for a spouse’s income. Alternatively, an increase in in-
come might increase her probability of marriage by increasing her atractiveness as a spouse. Recent

“However, in field interviews, MFIP caseworkers reported a concern that if an MFIP group member closed her
case but did not explicitly report that had she closed it because of employment, she did not receive transitional Medi-
caid.

Becker, Landes, and Michael, 1977.
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ethnographic research on a sample of wefare recipients so suggests that higher income may encourage
women to marry because it provides them with more bargaining power within the marriage.™®

MHP aso increased employment rates. Single women who work may be more likely to marry
than women who do not work because of the increased socia contact afforded through work, or they
might be less likely to marry if they work full time and have little time for other activities.

Findly, some programmatic eements of MFIP might have increased marriage — in particular,
the dimination of the 100-hour rule for two-parent families and the changed treatment of stepparents
income when caculaing benefit levels. Under AFDC-UP (AFDC-Unemployed Parent, the program for
two-parent families), the family became indigible for benefits if the primary wage-earner worked more
than 100 hours per month. The imination of this rule under MFIP might have encouraged marriage,
because sngle- parent recipients would not necessarily lose their benfitsif they married and their spouse
worked.

Based on the economic modd of marriage, it is difficult to predict MFIP s effects on singe-
parent long-term recipients. The results in Table 4.7 show that the incentives done produced an -
crease in marriage rates but that the full program did not. Rates of marriage and cohabitation are low
among these recipients (dl of whom were reported as Sngle a random assgnment). Only 5.8 percent of
the AFDC group were married a the time of the survey, and 20.8 percent were either married or living
with a partner. Although marriage and cohabitation rates are somewhat higher for the MFIP group,
these differences are not gatidticaly significant. MFIP s incentives aone, however, produced a Satisti-
cdly sgnificant increase in the rate of marriage; 11.0 percent of the Incentives Only group reported be-
ing married, for a 5.2 percentage point increase. The effect of adding the mandatory services, however,
was to reduce this impact, leaving no net incresse from the full program.*” The results suggest that the
increase in part-time employment and income among the Incentives Only group resulted in a higher mar-
riage rate, although this impact could dso have resulted from the programmatic elements of MFIP for
two-parent families, as mentioned earlier.”®

E. Effectsfor Subgroupsin Urban Counties

Employment programs typically have different effects on different types of families, and it is easy
to imagine that MFIP, with its focus on quick employment, might have had different effects on long-term
recipients who were more versus less job-ready. This section presents impacts for several subgroups
defined by leve of disadvantage, where “disadvantage’ is meant to capture the degree of difficulty re-
cipients might have finding jobs. Because previous research™® has found that education leve, prior em-

"°Edin, 1999.

""Recall from Table 4.6 that both MFIP groups were somewhat less likely (although not significantly so) to report
having earnings from other members of the household. Thisis not necessarily inconsistent with the finding that the
MFIP groups were more likely to have been married or cohabiting. First, the earnings of others might have included
adults who were not the partner or spouse; second, because of the higher income MFIP provided, it might have af-
fected the likelihood that the partner or spouse would work.

BMFIP did increase marriage rates for long-term recipients in the sample for the child study (see Gennetian and
Miller, 2000) — that is, for single mothers with achild age 2 to 9 at random assignment.

“Michal opoul os and Schwartz, 2000.
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ployment, and welfare history are very good predictors of subsequent employment outcomes, sub-
groups here are defined by these characteristics. In addition, because an earlier andysis found important
differences between subgroups defined by housing status, impacts are dso presented for them. Findly,
impacts were aso estimated for other subgroups, including those defined by race/ethnicity, age, and
number of children. In generd, in urban counties, MFIP had smilar effects across this wide range of
sngle-parent long-term recipients.

Tables 4.8 and 4.9 present subgroup impacts on quarterly employment rates and quarterly
earnings®® The outcomes for the AFDC subgroups show that education level and work experience are
important predictors of subsequent employment (Table 4.8); only 35.7 percent of the AFDC subgroup
without a high school degree worked each quarter in year 3, compared with 49.6 percent of the AFDC
subgroup with a high school degree. Earnings are dso subgtantialy higher for the latter subgroup (Table
4.9). MFIP s impects, however, vary only by work experience. Itsimpact on the employment rates for
those who did not work in the year before random assgnment is 16.5 percentage points, compared
with 4.3 percentage points for those who did work, and the difference in impacts is Saidicaly sgnifi-
cant. The impact difference for this MFIP subgroup likely reflects the fact that the employment rate for
the AFDC subgroup with no prior work experience is farly low, making large increases easer to
achieve. The impacts m earnings are dso sgnificantly different only across the subgroups defined by
prior employmen.

These results show that MFIP increased employment for a wide range of urban long-term re-
cipients, induding many who potentialy would have had trouble finding jobs. Although the strong econ
omy during this period may have contributed to these effects, the results are encouraging and are conss-
tent with results from a recent study which found that severd welfare-to-work programs increased av-
erage earnings across a range of subgroups?* The results for MFIP s effects on earnings, however, are
less consstent but may be related to the fact that the financia incentives caused some workers in the
more employable subgroups to reduce their work hours or to take lower-wage jobs. This can be seen
most clearly for the subgroup who worked in the prior year. MFIP increased employment by 4.3 per-
centage points but decreased average earnings by $66, indicating that some workers in this subgroup
reduced their hours or took lower-paying jobs.

The bottom panels in Tables 4.8 and 4.9 present subgroup impacts by housing satus. An ear-
lier, unpublished paper reported that MF P s impacts after 18 months were substantialy larger for long-
term recipients who lived in public or subsidized housing a random assignment.? The present results
show that the differences continued through the three years. MFIP' s impact on quarterly employment
raes in yer 3 was 179 percentage points for the subgroup in public hous

“The subgroup impacts presented here are “unconditional.” In other words, the impacts estimated for those
without a high school diploma, for example, do not account for the fact that many of those without a diploma also had
limited work experience, coupled with the fact that the program might have had different effects on those with limited
work experience.

“'Michal opoul os and Schwartz, 2000.

“Miller, 1998.
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Table4.8

MFIP's Subgroup | mpacts on Average Quarterly Employment Ratesin Year Threefor
Single-Parent Long-Term Recipientsin Urban Counties

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Percentage Incentives Full MFIP Incentives and Reinforced
QOutcome (%) of Sample MFIP Only AFDC Program Alone Incentive M essages
Education level
No high school degree 33.6 45.2 349 35.7 9.5 *** -0.9 10.4 ***
At least high school degree 66.4 61.8 54.5 49.6 12.2 *** 4.8 * 7.4 ***
Prior employment
Did not work in year prior
to random assignment 58.0 51.9 40.6 35.4 16.5 *** 51* 11.3 ***
Worked inyear prior
to random assignment 420 62.1 58.8 57.8 4.3 1.0 34
Prior welfare receipt
5 years or more 55.9 54.4 48.0 42.9 11.5 *** 51* 6.4 **
Less than 5 years 4.1 58.4 49.2 47.7 10.8 *** 1.6 9.2 ***
Housing status
Public/subsidized housing
at random assignment 404 61.2 53.1 43.3 17.9 *** 9.8 *** 8.2 **
Private or other housing
at random assignment 59.6 53.2 454 45.3 7.9 *** 0.1 7.7 ***
Sample size (total = 2,615) 846 835 934

SOURCE: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent; * =
10 percent.

Rounding may cause slight discrepancies in sums and differences.



Table4.9

MFIP's Subgroup | mpacts on Average Quarterly Earningsin Year Threefor
Single-Parent Long-Term Recipientsin Urban Counties

-TTT-

MFIP Incentives Only MFIP vs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Percentage Incentives Full MFIP Incentives and Reinforced
Outcome ($) of Sample MFIP Only AFDC Program Alone Incentive Messages
Education level
No high school degree 33.6 969 695 783 186 -88 274 **
At least high school degree 66.4 1,683 1503 1,576 107 -73 180
Prior employment
Did not work in year prior
to random assignment 58.0 1,332 1,076 1,064 267 ** 12 255 **
Worked in year prior
to random assignment 420 1,589 1458 1,655 -66 -197 131
Prior welfare receipt
5 years or more 55.9 1,312 1,214 1,208 104 5 9%
Less than 5 years 4.1 1,593 1331 1,428 165 -97 262 *
Housing status
Public/subsidized housing
at at random assignment 404 1,657 1415 1,324 333 ** 90 243
Private or other housing
at at random assignment 59.6 1,305 1,134 1,281 23 -147 170
Sample size (total = 2,615) 846 835 934

SOURCE: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent; * =
10 percent.

Rounding may cause slight discrepanciesin sums and differences.



ing, compared with 7.9 percentage points for those in private housing. In addition, this difference in em+
ployment impacts derives entirdy from larger impacts of the financia incentives done (9.8 percentage
points for the public housng subgroup versus 0.1 percentage points for the other subgroup). The earlier
paper raised severd possible explanations for this difference. Public and subsdized housing, for exam:
ple, might provide the resdentia stability that people need in order to find and keep ajob. In addition,
the avallability of subsidized housng may reduce a recipient’s risk of taking a job, because her rent
payments will be adjusted if she subsequently loses the job. Another possible explanation liesin the rent
rules of public/subsdized housing. The amount of rent that aresident is required to pay istied directly to
her level of income; as her earnings increase, o does her rent, which creates a strong disincentive to
work.?? Thus, the public housing subgroups may have consisted of relatively more recipients who were
“on the margin” of working, snce many presumably would have worked in the absence of the rent sub-
sdy disncentive. Employment policies are likdly to have their largest employment effects on those who
are on the margin of entering or leaving work.

V. Effects on Single-Parent L ong-Term Recipientsin Rural Counties

This section presents MFIP s impacts on employment, earnings, and welfare receipt for sngle-
parent long-term recipients in rural counties. Because rurd families continued to be randomly assgned
for severd months after urban families, the amount of follow-up for these familiesis 10 quarters, or two
years and three months. Also, impacts are shown only for the full program, because no families in the
rurd counties were assgned to the Incentives Only group.

Table 4.10 presents the impacts on rurd recipients employment, earnings, and welfare receipt.
MHFP s effect on average quarterly employment in year 1 (11.8 percentage points) is smilar to that
found in the urban counties. However, the impacts diminished considerably by years 2 and 3% This
finding is consgtent with results from the interim report, in which the large employment impacts in the
rural counties began to fade by quarter 6. The bottom pane of the table shows that MFIP substantiadly
increased welfare receipt in the rural counties, by 12.4 percentage pointsin year 2.

Table 4.11 presents MFIP simpacts on rura recipients income and measured poverty. (Recdll
that income includes earnings plus wefare benefits only.) Incomes were lower, on average, in the rurd
counties than in the urban counties. MFIP increased average quarterly income farly subgtantidly, by
$421 in quarter 10. This increase came entirely from the higher welfare benefits paid to working fami-
lies. As aresult of higher benefits, the MFIP group had higher incomes and lower rates of measured

poverty.

%The rent subsidy itself creates a disincentive to work — through an “income effect” — becauseit allows are-
cipient to not work and yet maintain the same standard of living as she would have if she were not receiving a rent
subsidy.

#Note that because the rent subsidy is based on earnings plus welfare benefits, MFIP’ s financial incentives rela-
tive to AFDC were somewhat smaller for long-term recipients in public housing. This difference suggests that the
employment impacts of the financial incentives alone should have been smaller for the public housing group.

“The employment impact in year 2 is significantly different from the impact for the urban sample (analysis not
shown).
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Table4.10

MFIP's I mpacts on Employment, Earnings, and Welfare for Single-Par ent
Long-Term Recipientsin Rural Counties

Impact  Percentage
QOutcome MFIP AFDC (Difference) Change

Employment and earnings

Average quarterly employment rate (%)

Year 1 43.8 32.0 11.8***  36.8
Year 2 50.3 44.5 5.8 * 13.0
Year 3 (quarter 10) 53.6 46.9 6.7 14.2

Number of quarters employed during
the 9-quarter follow-up period (%)

None 20.1 29.5 -0.4 *** -31.9

1-4 31.6 315 0.1 04

59 48.3 39.1 9.3 ** 237
Average quarterly earnings ($)

Year 1 665 536 128 23.9

Year 2 1,002 1,019 -17 -1.7

Year 3 (quarter 10) 1,218 1,160 58 50

Welfarereceipt
Average quarterly receipt rate (%)

Year 1 92.8 87.6 5.2 ** 6.0

Year 2 81.9 69.5 12.4 *** 17.9

Year 3 (quarter 10) 74.1 590.2 14,9 *** 25.1
Average quarterly benefits ($)

Year 1 1,915 1,646 269 *** 16.3

Year 2 1,583 1,192 391 *** 32.8

Year 3 (quarter 10) 1,345 983 362 *** 36.9
Sample size (total = 593) 295 298

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
General Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Rounding may cause dight discrepanciesin sums and differences.
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Table4.11

MFIP'sImpactson Income and Poverty for Single-Parent
Long-Term Recipientsin Rural Counties

Impact Percentage
Outcome MFIP AFDC  (Difference) Change

Average quarterly income

Average quarterly income
from welfare and earnings ($)

Year 1 2,579 2,182 397 *** 18.2
Year 2 2,584 2,211 373 *** 16.9
Year 3 (quarter 10) 2,563 2,143 421 *** 19.6

Income and povertyin
second vear of follow-up

Average quarterly income
from welfare and earnings ($) 2,584 2,211 373 *** 16.9
Measured poverty? (%) 73 84 =171 *x* -12.9

Income and poverty in second
vear of follow-up with estimated
taxes and EI C benefits?

Average quarterly income

from welfare and earnings ($) 2,786 2,377 409 *** 17.2
Measured poverty? (%) 66.0 78.6 -12.6 *** -16.0
| ncome sour ces

In last quarter of follow-up (%)

Earnings, welfare 28.4 199 85 ** 42.8
Earnings, no welfare 20.9 317 -10.8 *** -34.0
No earnings, welfare 37.7 338 39 11.7
No earnings, no welfare 11.6 13.3 -17 -12.7
Earnings are more than half
of total income (%) 37.6 38.0 -04 -0.9
Sample size (total = 593) 295 298

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsare
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
Genera Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Rounding may cause slight discrepanciesin sums and differences.

M easured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the
official poverty threshold. The appropriate threshold is determined by the number of children in the family.
Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official
poverty rate.

*These estimates are cal cul ated assuming that all eligible individuals received both the federal and the state
Earned Income Credit. Estimated payroll taxes and federal and state income taxes are also subtracted.
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For the rurd sample in generd, the survey data show impacts on other aspects of family wel-
being that are amilar to the impacts for the urban sample. Because of the smdl size of the rurd sample,
however, most impacts are not satistically sgnificant. For example, respondents in the MFIP group re-
ported lower rates of materia hardship and higher rates of Medicaid and MinnCare coverage than their
AFDC counterparts, and they were somewhat more likely to report being married at the time of the
survey; yet none of these impactsis datisticaly significant.

What might account for MFIP s smdler effectsin rurd counties? One factor may be that more
of the rurd AFDC group, compared with their urban counterparts, would have worked anyway. In year
2, for example, average quarterly employment rates were 44.5 for the rurd AFDC group and 39.3 for
the urban AFDC group. This is probably only part of the explanation, however, kecause the MFIP
group’s employment rates were aso lower in the rurd counties than in the urban counties. Rurd and
urban long-term recipients differed in a number of ways. For example, 90 percent of the rurd families
are white, compared with less than haf of the urban families. Marita status was aso different between
rura and urban recipients; 45 percent of the rurd single parents had never been married, compared with
70 percent of the urban single parents. To explore whether these differences help to explan MFP' s
different effects, impacts were estimated by race/ethnicity and by marital status in the urban and rurd
counties. No significant differences were found by race/ethnicity; that is, MFIP s impacts were smilar
for white and black recipients. This suggests that race/ethnicity does not account for the rurd-urban dif-
ference. As shown in Table 4.12, however, some differences were found by marital history. The results
for urban counties show that MFIP' s impacts on employment and earnings faded considerably by year
3 for the ever-married group; in fact, the earnings impact became negative in year 3, dthough it is not
daidicdly sgnificant. The results for rura counties show a smilar pattern. The earnings and employ-
ment impacts for the never-married group were large and consistent throughout the two-year period,
while the impacts for the ever-married group became negative by year 2.

One possible explanation for this difference is that the single parents who had previoudy been
married were more likely to reunite with their ex-partners for some part of the follow-up period. Al-
though the survey does not provide information on living arrangements and marital satus throughout the
follow-up period, recipients who had once been married were more likely than never-married recipients
to report being married at the 36-month point, athough not more likely to report living with a partner. In
addition, rurd recipients in generd were more likely than urban recipients to have been married or to be
cohabiting a the time of the 36-month survey. MFIP might have had less effect on Sngle parents who
were married or cohabiting, because they may have had less need to work. Also, married couples were
eligible to receive MFIP s benefits, and they could choose which spouse would fulfill the participation
requirements. Chapter 6 shows that the program’s effects on two-parent families differed from its d-
fects on sngle-parent recipients, and the pattern of impacts shown here for the ever-married groups is
smilar to the pattern found for women in two- parent families.

Thus, MFIP had smaller impacts in rurd than in urban counties, and this may be accounted for
in part by the somewhat higher employment rates for the AFDC groups in rurd coutties. It may dso
reflect that the rura sample includes more previoudy married recipients, on whom MFIP had different
effectss This is only a patid explangion, however, because the Im
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Table4.12

M FIP's I mpacts on Employment and Earningsfor Single-Parent
Long-Term Recipients, by Marital History

Impact Percentage
Outcome MFIP AFDC (Difference) Change

Rural counties
Never married

Quarterly employment rate (%)

Yearl 51.0 334 17.6 *** 52.8
Year 2 61.5 437 17.8 *** 40.7
Quarterly earnings ($)
Year 1 701 540 161 29.7
Year 2 1,140 869 271 31.2
Ever married
Quarterly employment rate (%)
Year 1 371 30.3 6.8 * 22.3
Year 2 40.8 45.0 -4.2 -9.3
Quarterly earnings ($)
Year 1 596 535 61 113
Year 2 862 1,137 -275 * -24.2
Sample size (total = 587) 293 294

Urban counties
Never married
Quarterly employment rate (%)

Year 1 44.6 32.7 11.8 *** 36.1

Year 2 534 39.3 14.2 *** 36.1

Y ear 3 (quarters 1-3) 57.9 44.6 132 *** 29.6
Quarterly earnings ($)

Yearl 658 537 121 ** 225

Year 2 1,116 870 246 *** 28.3

Year 3 (quarters 1-3) 1,469 1,252 217 ** 17.3

Ever married
Quarterly employment rate (%)

Year 1 49.2 33.2 15.9 *** 479
Year 2 52.8 39.7 13.1 *** 329
Year 3 (quarters 1-3) 53.0 46.0 70 * 15.2
Quarterly earnings ($)
Year 1 782 528 254 x** 48.1
Year 2 1,169 1,004 165 164
Year 3 (quarters 1-3) 1,412 1,436 -24 -1.7
Sample size (total = 1,771) 845 926

SOURCE: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated
as*** =1 percent; ** =5 percent; * = 10 percent.

In rural counties, 44.6 percent of the total sample have never been married and 55.4 percent have been married.
In urban counties, 68.3 percent of the total sample have never been married and 31.7 percent have been married.

Rounding may cause dight discrepanciesin sums and differences.
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pacts for both marital subgroups were larger in the urban counties. Another possibility isthat the differ-
ent effects relate to the fact that more rura than urban recipients were married or cohabiting by the end
of year 3. In addition, of course, the rurd and urban recipients probably differed in other ways not cap-
tured by these data. Findly, the loca economy might have played a role. Although the unemployment
ratesin the rura counties were relatively low during the period, they were nearly three times the ratesin
the urban counties (in 1997, unemployment rates averaged 6.3 percent in the rura counties and 2.3
percent in the urban counties).

VI. A Closer Look at the Urban MFIP Group: Finding and K eeping Jobs

MFIP subgtantidly increased employment among single-parent long-term recipients in urban
counties. Despite the enhanced financia incentives and mandatory services, however, 15 percent of re-
cipientsin the MFIP group did not work during the three-year period, and many of those who did work
did not stay employed long. This section takes a closer look at the MFIP group in urban counties, in an
effort to highlight the types of recipients who may need extra help finding and keeping jobs.

Table 4.13 presents selected characteristics of long-term recipientsin the MFI P group in urban
counties, by the number of quarters they worked during the follow-up period, according to Ul data and
data collected by the Basdline Information Form (BIF) and Private Opinion Survey (POS) that recipi-
ents completed when they entered the evaluation. The top paned of the table presents severa potentia
barriers to employment, many of which were identified in other research.?® A comparison across col-
umns indicates that most of these barriers were associated with employment during the follow-up pe-
riod. Among MFIP recipients who did not work, for example, 49.6 percent did not have a high school
diploma, compared with only 23.2 percent of those who worked seven quarters or more. Education
levd, work higory, and emotiond/hedth problems in particular seem to have been strongly correlated
with employment. In contrast, child care problems do not appear to have been an important barrier to
employment for the MFIP group, perhaps because the program successfully addressed their child care
needs. In fact, it is possible that MFIP s services may have dleviated the extent to which many of these
factors hindered amployment. The focus here, however, is on the barriers that recipients continued to
face in the presence of MFIP.

Figure 4.7 presents the association between each of the potentia barriers to employment and
the likelihood that an urban MFIP recipient worked during the follow-up period. For each barrier, the
figure depicts (1) the gross effect, or the effect not accounting for the possible correlation of the barrier
with other factors that might dso influence employment; and (2) the net dfect, which does account for
this possible corrdation. For example, dthough recipients with no high school diploma may have been
lesslikely to find jobs than their more educated counterparts, their unemployment may not have resulted
from low education per se but from the fact that they also tended to have less work experience. In this
case, the net effect of education on employment would be smdl. Net effects are estimated in a regres-
sion framework; that is, employment is regressed on dl the variableslisted in Table 4.13.

%See, for example, Danziger et a., 1999.
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Table4.13

Selected Characteristics of Single-Parent Long-Term Recipientsin the MFIP Group
in Urban Counties, by Employment During the Follow-Up Period

Did Not Worked Less Worked More

Characteristic (%) Work  Than 7 Quarters  Than 7 Quarters
Potential employment barriers
No high school diploma? 49.6 404 232
No earnings in year prior to random assignment® 89.3 57.9 54.8
Low sense of efficacy” 554 422 37.8
Reported emotional/health problems® 52.6 335 21.6
Problems arranging for child care? 57.9 55.9 51.4
Problems with transportationf 61.3 48.7 39.3
Other characteristics
Age

251034 46.6 45.5 434

35 or older 33.6 24.5 26.8
Race/ethnicity

Black, non-Hispanic 434 45.1 37.7

White, non-Hispanic 35.7 37.0 53.7
Never married 60.3 68.4 67.5
Y oungest child under age 6 64.1 63.5 63.8
Three or more children 374 35.2 281
Received welfare for 5 years or more

prior to random assignment 61.7 59.4 531
Sample size (total = 846) 131 330 385

SOURCES: MDRC calculations using data from Background Information Form (BIF), Private Opinion Survey
(POS), and Minnesota's Unemployment Insurance (Ul) earnings records.

NOTES: The sample includes MFIP group members who were randomly assigned from April 1, 1994, to March
1996, excluding the small percentage who were receiving or applying only for Food Stamps when randomly
assigned.

Barriers defined using the Private Opinion Survey are based on adightly smaller sample size, since some
sample members did not fill out this survey at random assignment.

#Defined using the Background Information Form.

bDefined using Minnesota's Unemployment Insurance (Ul) earnings records.

‘Defined using the Private Opinion Survey and based on individuals' responses about whether they agreed or
disagreed that (1) they could do little to change important things, (2) they had little control over things happening,
(3) they sometimes felt pushed around in life, and (4) they were angry, because they had no fair chance to succeed.

dDefined using the Private Opinion Survey as the percentage of respondents who agreed or agreed alot that
they could not work part time or full time because of health or emotional problems.

eDefined using the Private Opinion Survey as the percentage of respondents who agreed or agreed alot that
they could not work part time because they cannot arrange for child care.

fDefined using the Private Opinion Survey as the percentage of respondents who agreed or agreed alot that
they could not work part time because they had no way to get to work.
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Figured.7

The Effects of Employment Barrierson the Likelihood of Working During Follow-Up
for Single-Parent Long-Term Recipientsin Urban Counties
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SOURCES: MDRC calculations using data from Background Information Form (BIF), Private Opinion
Survey (POS), and Minnesota's Unemployment Insurance (Ul) earnings records.

Figure4.8

The Effects of Employment Barrierson the Likelihood of Working Seven or More
Quarters During Follow-Up, Among Those Who Worked at Least One Quarter,
for Single-Parent Long-Term Recipientsin Urban Counties
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The gross effects presented in Figure 4.7 are Smilar to the data in Table 4.13, showing that all
the reported barriers except child care problems reduced the likelihood of employment among the urban
MF P group. Their limited work experience, in particular, was a barrier; those with no work in the year
prior to random assgnment were 15 percent less likely to have worked during follow-up. The gross
effects help to provide profiles of the types of long-term recipients who are likely to have problems find-
ing jobs. This information can be used to target services. The net effects, in contrast, provide clues
about why these targeted recipients have trouble finding jobs. As the figure shows, after other factors
are accounted for, prior work experience and reported emotiona/health problems remained strong pre-
dictors of subsequent employment for this group (their effects are satisticaly sgnificant). The effects of
low education and low sense of efficacy, in contrast, are no longer datigticaly sgnificant. In other
words, individuas without a high school dploma were less likely to work but not, apparently, because
of education per se. In contradt, limited work experience appears to have affected employment out-
comes directly, given that its effect holds up after accounting for other factors. Findly, a separate andy-
gs (not shown) indicated that the number of barriers these individuds faced affected their employment
prospects. For example, recipients who had severd barriers (such as low education, limited work ex-
perience, and emotiond/hedth problems) worked much less during the period than those with fewer
barriers.

The results for the urban MFIP group suggest that caseworkers might identify recipients who
are likely to have trouble finding jobs, by using such characterigtics as education, work experience, and
reported emotional/hedlth problems?” When designing services, however, they might want to look more
closdly at the avenues through which limited work experience and emotiond/hedlth problems affect em-
ployment. In this andyds, the net effects of work experience and of emotiond/hedth problems are only
suggestive, because the analysis does not control for al possible factors thet might be corrdated with
these barriers and also affect employment.

Figure 4.8 presents the gross and net effects of each of the employment barriers on the likeli-
hood that urban MFIP group members worked for at least seven quarters, among those who worked
for a least one quarter — or the likeihood of staying employed. Although prior work experience did
affect the likelihood of getting ajob (Figure 4.7), this figure shows that it did not affect the likelihood of
saying employed. In contrast, a recipient’s education level and reported emotiond/hedth problems
were both strongly associated with staying employed (in terms of both gross and net effects). Other re-
search has found that individuas with low education levels have difficulty staying in jobs? They may be
less able to adapt to changes in the work environment, for example, or to deal with workplace conflicts.
In this era of time-limited welfare, designing sarvices that increase job retention is clearly a priority.
These results suggest that low education and reported emotiona/helth problems may be important fac-
tors to address.

“Danziger et al. (1999) used data for a sample of welfare recipientsin Michigan and found that the following bar-
riers affected employment: low education, few work skills, limited access to transportation, drug dependence, depres-
sion, and experiences of perceived workplace discrimination.

Holzer and Lalonde, 1998.



VIl. Highlightsfrom Volume 2, Effects on Children

A central concern surrounding welfare reform is how children will fare if ther parents are sub-
ject to policies such as work mandates, time limits, and enhanced financid incentives. Effects on Chil-
dren, Volume 2 of the fina report on MFP, provides one of the first looks at this issue by examining
how children fared in the program.® The study followed a subset of the full evaluation sample: Sngle
mothers with children age 2 to 9 at random assgnment. Selected results for long-term recipientsin ur-
ban counties are highlighted below.

Compared with mothersin AFDC, mothersin MFIP reported that their chil-
dren exhibited fewer behavioral problems and did better in schoal. Inthe ur-
ban counties, sngle mothers in MFIP reported that their children exhibited fewer
problem behaviors — such as being crud, disobedient, or moody — and per-
formed better and were more engaged in school. For example, on a question asking
mothers to rate their children’s performance in school, 7.2 percent of mothers in
MFIP reported their children’s performance as below average, compared with 12.3
percent of AFDC mothers.

Mothersin MFIP were more likely than AFDC mothersto use formal child
care, particularly child care centers, and their children were more likely to
have had continuous health insurance cover age. Urban long-term recipientsin
MF P were more likely than their counterpartsin AFDC to use child care during the
three-year period, especidly forma care. Mot of the single mothers who used for-
mal child care because of MHP used it consstently. Children in MFIP were dso
more likely than children in AFDC to have been covered continuoudy by hedth in-
surance, primarily Medicaid or MinnCare.

Single mothersin MFIP were more likely to marry and were less likely to
experience domestic abuse. At the three-year mark, 11.3 percent of MFIP
mothers were married, compared with 6.2 percent of AFDC mothers, for a statisti-
caly sgnificant increase of 5 percentage points. In addition, MFIP reduced the inci-
dence of domestic abuse among urban long-term recipients, 59.6 of AFDC mothers
reported experiencing domestic abuse during the three-year follow-up period, com-
pared with 49.1 percent of MFIP mothers, for a 10.5 percentage point reduction.

Although the findings above and the most extensve data on children and families are for the
sample of mothers with children age 2 to 9 at random assgnment, the 36-morth survey aso obtained
information on selected outcomes for children in the full sample of long-term recipients. The findings for
the full sample are amilar to, but less consgtent than, the findings mentioned above. For example, moth-
ers in MFIP were lesslikely than mothersin AFDC to report that their children were performing poorly
in school; however, for the other two schooling outcomes (grade repetition and behaviora problemsin
schoal), there were no differences between the two groups in the full sample. Findly, information on

25ee Gennetian and Miller, 2000.
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child and family well-being was a0 available for sngle-parent long-term recipientsin rurd counties; in
generd, few datidticaly significant effects were observed for this group. Again, however, the sample of
rurd recipientsis very small, and so the observed impacts are less reliable.

VIIl. Summary and Conclusions

Between 1994 and 1996, a group of single parents who had been on AFDC for at least two
years entered MFP. As aresult of the program’ s enhanced financia incentives and mandatory services,
more of these long-term recipients worked than would have otherwise, they earned more on average,
and they had higher incomes. (Figure 4.9 summarizes MFIP s effects on single- parent long-term recipi-
ents. The arrows indicate the direction of the impacts.) Through these drect outcomes, MFIP dso im+
proved their perceptions of financid well-being and increased the continuity of their hedth insurance
coverage.

Figure4.9
Summary of MFIP’s Effectson Single-Parent Long-Term Recipients

Employment -
Earnings -
Welfare receipt -
Welfare as only income source

Income -
Poverty

Child support receipt

Financia strain

Continuous hedlth insurance coverage -

NOTES: Most |ong-term recipientsin MFIP who took jobs worked full time, in moderate-quality jobs, and they stayed
employed for ayear or more.

Theimpacts were smaller in rural counties.

Results show that a program that combines incentives and mandates can have important effects
on families who have been on wedfare for along time. However, when thinking about the effects of such
aprogram in other contexts, it is important to remember that these results reflect specific conditions that
exiged in Minnesota during the evauation. Firt, the loca economy was very strong: Unemployment
rates were below the nationa average, as low as 3 percent in some urban counties, and caseworkers
often reported to field researchers that recipients who wanted a job and were able to work would have
no trouble finding one. Although there has not been much research exploring the relationship between
the local economy and a program’s impacts, it is essy to imagine that a program like MFIP might have
very different effects in aless favorable economic environment.

Second, the long-term recipients in this evauation may be unique, and such a group might not
exig in the future. Prior to MHP, Minnesota s AFDC program did not require participation in employ-



ment services as a condition of wefare receipt. Thus, many individuasin this group of long-term recipi-
ents had been on welfare for long periods of time with few work requirements. It is likely thet future
long-term recipients who are being exposed to the current environment will be less employable, or face
more barriers to employment, than the sample evaduation. It is encouraging that MFIP increased em+
ployment for a range of subgroups, including recipients with less education and long periods of welfare

receipt, but it should be kept in mind that a smilar program may have somewhat different effects on a
casel oad that faces many barriers to employment.



Chapter 5

MFIP’s Effects on Single-Parent Recent Applicants

. I ntroduction

The results presented so far show that the Minnesota Family Investment Program (MFIP)
affected a wide range of outcomes for sSngle-parent long-term recipients. This chapter presents MFIP' s
effects on the other key subgroup — recent applicants. The recent gpplicant subgroup includes
individuas who were gpplying for Aid to Families with Dependent Children (AFDC) when they were
randomly assigned to MFIP and those who had been receiving benefits at program entry but were not
yet required to participate in employment services because they had been on welfare for fewer than 24
of the previous 36 months.

The chapter examines MFIP's effects in both urban counties (Section 111) and rura counties
(Section V) on recent applicants employment, earnings, and welfare receipt as well as other measures
of family wel-being in the nearly three years after these single parents entered the program. Because
many recent gpplicants left welfare early and were never required to participate in MFIP' s mandatory
sarvices, the reaults in this chapter are not a good indication of the combined effects of financia
incentives plus mandates on those who eventually were required to participate. Those results are better
examined in Chapter 4.

[. Summary of the Findings

Results shown in the interim report’ indicate that MFIP modestly increased employment rates
for a group of new applicants but did not increase their average earnings.? Earnings did not increase
because many applicants worked part time and because some who would have worked full time
reduced their weekly work hours. MFIP increased their incomes by increasing welfare receipt. The
program impacts were measured relative to AFDC, aterm used to denote the range of programs MFIP
replaced — AFDC, Food Stamps, Family Genera Assistance, and the STRIDE program.

This chapter updates the interim report’ s results by presenting MFIP s impacts for nearly three
years. Did the program’s effects on single-parent recent applicants change over time as more of them
goproached the time trigger to participate in mandatory employment services? Did the program
eventualy increase employment, and did it continue to affect recent gpplicants decisions about part-
time versus full-time work?

Across all counties, MFIP modestly increased employment among single-
parent recent applicants but did not increase average earnings. Earnings
were not higher on average because more recent applicants worked part
time and more worked at low wages. The increase in part-time work

Miller et d., 1997.
In this report, both short-term recipients and new applicants are included in the group called “recent
applicants.”
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occurred only during the early part of the follonrup period, before many
recent applicants became subject to MFIP’ s participation mandates.

Table 5.1 shows that MFIP had very different effects for recent gpplicants than for long-term
recipients. Across dl counties, for example, MFIP increased employment rates in each quarter by 3.3
percentage points but had no datisticaly sgnificant effects on average earnings. The smdler effects for
this group of single parents gppear to reflect that more of the recent applicants would have worked or
left welfare in the absence of the program. A comparison of Tables 4.1 and 5.1 shows that welfare
receipt was much lower for recent gpplicants than for long-term recipients, meaning thet fewer recent
gpplicants would have been subject to the MFIP treetment. Any program faces a difficult hurdle when a
relatively higher proportion of the group would leave welfare or return to work even without the

program.

Pat of the difference in effects between recent applicants and long-term recipients might aso
reflect the fact that most recent gpplicants, because they had not stayed on welfare for 24 months, were
subject only to MFIP' s enhanced financid incentives during most of the follow-up period. Because
many recent gpplicants would have worked or |eft welfare anyway, it is hard to say whether the effects
would have been larger if these single parents had been required to participate immediatdy in the
employment services when they entered the program.

Among single-parent recent applicants, MFIP increased the number of
families receiving welfare, because it allowed more working families to
receive benefits, but it modestly reduced the number of families relying
solely on welfare. The increase in benefitsresulted in higher incomesand a
reduction in measured poverty.

MFIP s enhanced financid incentives dlowed more sngle-parent working families to remain
eigible for benefits than would have been the case under AFDC. Among recent applicants n dl
counties, for example, 62.6 percent of MFI P families received welfare in each quarter, compared with
53.4 percent of AFDC families. MFIP aso reduced the number of familieswho relied solely on welfare;
in each quarter, 32.1 percent of recent applicants in the AFDC group relied solely on welfare,
compared with 30.1 percent in the MFIP group. Because of the increase in benefits, MFIP families
average income in each quarter from benefits and earnings was $198 higher. For single-parent recent
goplicants, then, dthough MFIP's incentives did not buy large increases in employment or large
reductions in dependence, they did buy increases in income and areduction in poverty — two key gods
of the program.

[1l. Effects on Single-Parent Recent Applicantsin Urban Counties

This section presents MFIP s impacts on employment, earnings, and welfare receipt for single-
parent recent gpplicants in urban counties during the two years and nine months after they entered the
program. Impacts on other aspects of family wal-being were estimated using data from the 36-month
survey. Adminigrative records data on benefit recaipt suggest that at leest 20 percent of recent
goplicants would have been required to paticipae in  MFPs mandaory
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Table5.1

Summary of MFIP'sImpacts on Employment, Welfare, Income, and
Marriage for Single-Parent Recent Applicants

-9¢T-

Urban Counties Rural Counties All Counties®
Impact Impact Impact

Qutcome MFIP AFDC (Difference) MFIP AFDC (Difference) MFIP AFDC (Difference)
Quarterly aver ages
during thefirst 10 quarters
Employed (%) 54.7 514 3.3 *** 58.0 54.2 3.8* 55.3 52.1 3.3 ***
Earnings ($) 1,459 1,495 -36 1,465 1,492 -27 1,470 1,509 -39
Receiving welfare (%) 62.1 54.0 8.1 *** 67.2 52.2 15.1 *** 62.6 53.4 9.2 ***
Welfare benefits ($) 1,060 844 217 *** 1,126 774 352 *** 1,060 823 237 ***
Welfare was only source of income (%) 30.2 32.7 -2.5 ** 30.8 304 0.4 30.1 321 -2.0**
Income from welfare and earnings ($) 2,520 2,339 181 *** 2,591 2,265 325 *** 2,530 2,332 198 ***
Income from welfare and earnings

with estimated EIC benefits ($)° 2,602 2,391 210 *** 2,730 2,361 369 *** 2,620 2,390 230 ***
In the month prior to
the 3-vear follow-up®
Married and living with spouse (%) 16.8 151 17 226 285 -6.0 17.0 17.2 -0.2
Sample size (total = 5,029) 1,916 2,133 497 483 2,413 2,616

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying only
for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare benefits are
the sum of benefits from any of these sources.

@A higher fraction of the caseload in the rura counties than the urban counties was randomly assigned into the evaluation, meaning that the rural counties are over-
represented in the full evaluation sample. To account for this when estimating impacts for urban and rural counties combined the rural counties were weighted down by a
factor of .66.

bThese estimates are cal culated assuming that all eligible individuals received both the federal and the state Earned Income Credit. Estimated payroll taxes and
federal and state income taxes are also subtracted.

¢These estimates are cal culated using data from the 36-month client survey. The sample sizes are 1,006 in urban counties, 272 in rural counties, and 1,278 in all
counties.



employment activities (thet is, they would have accumulated 24 months of receipt) by the end of year 2,
and 50 percent would have been required to participate by the end of year 3.2

The results in Table 5.1 show that MFP modestly increased single-parent recent applicants
employmernt rates during the follow-up period but did not increase their average earnings. Data for the
AFDC group indicate that many recent gpplicants would have worked in the absence of MFIP, making
it more difficult for the program to achieve large employment gains. MFIP' s financid incentives
increased welfare receipt, because they dlowed recent applicants to continue receiving some benefits
while they worked, and the increase in benefits increased average incomes. As was aso found for long-
term recipients, MFIP increased the number of recent gpplicants covered by Medicaid or MinnCare
and increased the continuity of their hedlth insurance coverage.

A. Employment, Earnings, and Welfare Recept

Figures 5.1 and 5.2 present MFIP s impacts on quarterly employment and earnings for sngle-
parent recent gpplicants. Data for the AFDC group illustrate one of the key differences between recent
goplicants and long-term recipients, 54 percent of the recent gpplicant AFDC group worked in the
quarter of random assignment, compared with only 28 percent of long-term recipients (see Figure 4.1).
Employment rates for recent applicants stayed fairly congtant throughout the follow-up period, at
between 50 and 60 percent. Despite the constancy of employment rates, however, average earnings
more than doubled over the period, from $881 to $2,095 for the AFDC group, indicating substantial
earnings growth among those employed. MFIP modestly increased employment rates throughout the
follow-up period. In the last quarter, for example, 58 percent of the MFIP group worked, compared
with 55 percent of the AFDC group, for a datistically significant difference of 3 percentage points.
MF P did not increase average earnings, as shown in Figure 5.2.

MFIP s impacts on welfare receipt are shown in Fgures 5.3 through 5.5. As was the case for
employment rates, single-parent recent applicants differed from long-term recipients in thet they left
welfare much more rapidly. By quarter 12, only 34 percent of the AFDC group were till receiving
welfare. MFIP increased welfare receipt over the entire follow-up period by about 7 to 9 percentage
points. Average payment amounts were aso higher in each quarter (see Figure 5.4). The increase in
welfare recaipt is condgtent with MFP's enhanced financid incentives, which adlowed families who
worked to keep a greater fraction of their benefits. Despite higher rates of welfare receipt, however,
MHP families were less likely to rdy soldy on welfare throughout the follow-up period (see Figure
5.5). Theimpactsin quarters 8 through 12 are Satidticaly sgnificant.

*These numbers may be underestimated, because the administrative records for welfare receipt cover only 12,
rather than 24, months prior to random assignment. However, they may also be overestimated, because they do not
account for the fact that some of the individuals who accumulated 24 months of receipt were working at least 30
hours per week and, thus, would have been exempt from the participation requirements.
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Figureb.1

Quarterly Employment Ratesfor Single-Parent Recent Applicantsin Urban Counties
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SOURCE: See Table E.2 for data corresponding to figure.

Figureb.2

Quarterly Earningsfor Single-Parent Recent Applicantsin Urban Counties
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Figure5.3

Quarterly Welfare Receipt for Single-Parent Recent Applicantsin Urban Counties
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SOURCE: See Table E.2 for data corresponding to figure.

Figure5.4

Quarterly Benefitsfor Single-Parent Recent Applicantsin Urban Counties
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Figureb5.5

Per centage of Single-Parent Recent Applicantsin Urban CountiesWho Relied on
Welfare Benefitsas Their Only Income Sour ce
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SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (UI) records and public
assistance benefit records.



Although MFIP s increase in welfare receipt would appear to be due to the fact that a greater
proportion of recent gpplicants in the MFIP group qudified for benefits in the quarter of random
assgnment, additiona analyses suggest that the MFIP group stayed on welfare longer.* When the
impacts were adjusted for welfare receipt differences in quarter 1, members of the MFIP group were
il more likely than members of the AFDC group to receive welfare in the remaining quarter of follow-

up.

Table 5.2 presents impacts on summary measures of employment, earnings, and welfare receipt
for dngle-parent recent applicants in urban countries. (Quarterly data are presented in Appendix E.) As
adso shown in Figure 5.1, MFIP increased average quarterly employment rates by 3 to 4 percentage
points in each year. In year 3, for example, an average of 55.3 percent of the AFDC group worked
each quarter, compared with 58.1 percent of the MFIP group. The sixth and eighth columns show that
the financid incentives done increased employment in year 1 and that adding the mandatory services to
the incentives increased employment in years 2 and 3. This pattern of effects is congstent with the
results for long-term recipients in urban counties, for whom the incentives aone produced a dight
mgority of the increase in employment ratesin year 1 (see Table 4.2). Results for both groups of single
parents indicate that those who got jobs because of the enhanced incentives did so fairly quickly. Note
that the impacts of the financid incentives done should be interpreted with some caution, given that there
were some modest basdline differences found between the Incentives Only group and the other two
research groups (see Appendix D).

Despite the smdll, postive impact on employment rates, MFIP did not increase average
earnings. In year 3, for example, the MFIP group earned on average $2,032, compared with $2,017
for the AFDC group. The fact that employment rates increased but earnings did not suggests that the
incentives caused some single parents to cut back their average hours worked. Alternatively, as was
found for long-term recipients in the Incentives Only group, financid incentives may have encouraged
recent applicants to take lower-paying jobs. The results discussed later suggest that the lower earnings
reflect both these changes — lower hours and lower wages.

Agan as for long-term recipients in urban counties, the data show that earnings did increase
over time for recent applicants who worked in both year 1 and year 3. Among those in the MFIP group
who worked in both periods, for example, 23.5 percent earned more than $2,000 in each quarter of
year 1, compared with 37.4 percent during year 3. In terms of impacts, MFIP increased the percentage
of recent applicants who worked during years 1 and 3 and who earned $500 to $2,000 per quarter.
There were no differences between the groups, however, by year 3.

Impacts on welfare receipt are shown in the last pand of Table 52. By year 3, only 36.6
percent of the AFDC group were still receiving welfare in each quarter. MFIP increased welfare receipt
for angle-parent recent applicants throughout the follow-up period, reaching 6.4 percentage points on
average in yer 3. A compaison of the other impact columns shows tha

“Although the application process in the field trials was designed to accept similar numbers of experimental and
control group members, a slightly higher percentage of the MFIP group than of the AFDC group received benefitsin
quarter 1. An examination of several individual cases did not point to any one reason for the different acceptance
rates.
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Table5.2

MFIP's Impacts on Employment, Earnings, and Welfare for Single-Parent
Recent Applicantsin Urban Counties

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP  Percentage  Incentives Percentage and Reinforced Percentage
Qutcome MFIP Only AFDC Program Change Alone Change Incentive Messages ~ Change
Employment and ear nings
Average quarterly
employment rate (%)

Year 1 51.8 51.5 48.8 3.0 ** 6.1 27* 5.5 0.3 0.6

Year 2 56.8 53.4 53.1 3.7 *** 6.9 0.2 0.4 35 ** 6.5

Year 3 (quarters 1-3) 58.1 55.3 55.3 2.8 ** 51 0.0 0.0 28 * 51

Number of quarters employed during
the 11quarter follow-up period (%)

None 14.8 16.1 18.1 -33 ***  -18.3 -20 -10.9 -14 -84
;l—\; 1-4 21.2 24.9 23.6 23 * -9.9 13 5.6 37 % 147
n 5-8 27.2 24.6 229 4.3 *** 18.6 17 7.4 2.6 105

9-11 36.8 34.4 354 14 39 -1.0 -29 24 7.1

Average quarterly earnings (%)

Year 1 1,146 1,150 1,216 -70 -5.8 -66 -54 -4 -04

Year 2 1,655 1,552 1,666 -11 -0.7 -114 -6.9 103 6.7

Year 3 (quarters 1-3) 2,032 1,881 2,017 15 0.7 -136 -6.7 151 * 8.0

Earnings growth
Employed in year 1 and year 3 (%) 56.7 55.2 525 4.1 *** 79 27 5.1 15 26
Average quarterly earnings in year 1
Lessthan $500 (%) 94 7.8 8.0 14 17.7 -0.2 -29 16 21.2
$500-$2,000 (%) 238 25.2 19.0 4.7 *** 24.9 6.2 *** 32.7 -15 -5.8
More than $2,000 (%) 235 22.2 255 -20 -7.9 -3.3 ** -13.0 13 5.8
Average quarterly earningsin year 3
Less than $500 (%) 51 58 4.3 0.9 20.7 15* 36.1 -0.7 -11.3
$500-$2,000 (%) 14.1 139 124 17 141 15 12.1 0.2 18
More than $2,000 (%) 374 356 359 15 42 -04 -1.0 1.9 5.2
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Table 5.2 (continued)

MFIP Incentives Only MFIPvs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP  Percentage  Incentives Percentage and Reinforced Percentage
Qutcome MFIP Only AFDC Program Change Alone Change Incentive Messages ~ Change
Welfarereceipt
Average quarterly receipt rate (%)
Year 1 74.2 74.2 65.8 8.4 *** 12.8 8.4 *** 12.8 0.0 0.0
Year 2 54.1 55.9 459 8.2 *** 18.0 10.0 *** 217 -1.7 -31
Year 3 (quarters 1-3) 431 47.0 36.6 6.4 *** 175 103 ***  28.1 -39 ** -8.3
Average quarterly benefits ($)
Year 1 1,289 1,317 1,024 265 *** 259 293 *** 28,6 -28 21
Year 2 907 995 722 185 *** 256 273 *** 379 -88 ** -89
Year 3 (quarters 1-3) 709 835 561 147 *** 26.2 274 *** 488 -126 *** -15.1
Sample size (total = 5,029) 1,916 980 2,133

-€ET-

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying
only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** =5 percent; * = 10
percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare
benefits are the sum of benefits from any of these sources.

Rounding may cause slight discrepanciesin sums and differences.



this increase came from the financid incentives. In fact, adding the mandatory services to the incentives
began to decrease welfare receipt in year 3, during which, on average, the MFIP group received $126
lessin benefits than the Incentives Only group.

The impacts of adding the mandatory servicesto the financia incentives show that the mandates
were beginning to take effect for a smal fraction of the sample by year 3. Adding the mandates to the
incentives aso began affecting employment behavior in year 3, and adding the mandates increased
earnings by $151. As mentioned earlier, it is estimated that a least 20 percent of the sample had
accumulated 24 months of welfare receipt by the end of year 2 and that 50 percent had done so by the
end of year 3. Thus, by the end of year 3, about haf the recent gpplicants in urban counties were
subject to MFIP s requirement that they work 30 hours per week or participate in the employment and
traning adtivities. The effects of the mandates for those who are required to participate are diluted,
however, because these individuas make up only about haf the sample. In addition, it is unlikely that the
mandated employment activities would have increased employment immediately. Recdl that the effects
of adding the mandates to the incentives for long-term recipients began to gppear only by the end of
year 1.

Table 5.3 presents data on respondents last-held or currently held jobs at the time of the 36-
month survey. The top rows present the percentages of urban recent gpplicants in the survey sample
who worked during the period, according to both Ul records and the survey. According to Ul records,
87.4 percent of the MFIP group worked during the 11-quarter follow-up period, whereas 90.0 percent
of the MFIP group reported on the survey that they had worked a some point since random
assgnment. Although the survey data show a dightly larger effect on employment than do the Ul data
— ab.1 percentage point increase versus a 2.2 percentage point increase — these two impacts are not
ggnificantly different from a datisticd standpoint.

MFIP increased the percentage of urban recent applicants who worked full time (from 62.2
percent to 70.3 percent), and mogt of this increase was in jobs where they worked 35 to 44 hours per
week. The latter finding differs from results from the 12-month survey (shown in the interim report), in
which more of the MFIP group reported working 20 to 34 hours per week. One reason for the
increase in hours over time may be that MFIP' s employment services became mandatory for part of the
sample by the end of follow-up, when work hours were measured. Another reason may be that fewer
recent gpplicants were Hill recaiving welfare by the 36-month point and thus were not subject to MFIP
and its incentives, which may have encouraged part-time work. For both of these reasons, the incentives
— respongble for the increase in part-time work — were a relatively wesker influence by the time of
the 36-month survey.

The bottom two panels of Table 5.3 show that MFIP did not affect the types of jobs that these
single parents obtained, in terms of benefits provided. However, it did increase the percentage of urban
recent gpplicants who worked a very low-wage jobs (ess than $5 per hour) and at moderate-wage
jobs ($7 to $9 per hour). Mogt of the increase in employment was in moderate-wage jobs; 22.9
percent of the AFDC group earned $7 to $9 per hour, compared with 28,5 percent of the MFIP
group. Because MFIP produced very few impacts on employment timing and sability for sngle-parent
recent gpplicants in urban counties, these results are not shown.
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Table5.3

MFIP'sI mpacts on Wages, Hours Worked, and Benefitsin Current or M ost Recent Job for
Single-Parent Recent Applicantsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIP vs. AFDC vs. AFDC MFIP Incentives Only
I mpacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
Outcome MFIP Only AFDC Program Alone Incentive M essages
From administrative records
Worked during the 11-quarter
follow-up period (%) 87.4 83.2 85.2 2.2 -2.0 4.1
From 36-month survey
Worked since random assignment (%) 90.0 872 849 51 ** 2.3 29
Hoursworked per week in
current or most recent job
Did not work (%) 10.0 12.8 151 -5.1 ** -2.3 -2.9
Worked part time (%) 193 22.7 22.3 -3.0 0.3 -34
1-19 hours 54 10.8 9.2 -3.8 ** 17 -5.4 **
20-29 hours 134 11.9 12.6 0.8 -0.7 15
Worked full time (%) 70.3 62.9 62.2 8.1 *** 0.7 74 *
30-34 hours 10.2 6.8 85 16 -1.8 34
35-44 hours 47.2 42.2 384 8.8 *** 38 5.0
45 or more hours 130 139 15.2 -2.2 -13 -0.9
Average hours worked per
week among those empl oyed 35.6 345 34.9 0.7 -04 11
Hourly wagein current
or_ most recent job
Did not work (%) 10.0 12.8 15.1 -5.1 ** -2.3 -29
Less than $5 51 44 29 22 * 15 0.8
$5 to $6.99 180 21.4 21.2 -3.2 0.2 -34
$7 t0 $8.99 285 23.0 229 5.6 ** 0.0 5.6
$9 or above 340 33.2 35.2 -1.1 -20 0.9
Average hourly wage
among those employed ($) 89 89 9.3 -0.4 -04 0.0

(continued)
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Tableb.3 (continued)

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
I mpacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIF Incentives and Reinforced
Outcome (%) MFIP Only AFDC Program Alone Incentive Messages
Emplover-provided benefitsin
current or most recent job
Did not work 100 12.8 15.1 -5.1 ** -2.3 -2.9
Paid sick days 35.7 28.1 334 23 -53 76 *
No paid sick days 53.4 58.6 50.8 2.6 78 * -5.2
Paid vacation 482 423 44.8 34 -24 59
No paid vacation 415 445 39.6 20 49 -30
Health benefits 475 39.6 45.9 16 -6.3 78 *
No hedlth benefits 426 47.2 38.1 4.6 9.1 ** -45
Sample size (total = 1,223) 514 217 492

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were
receiving or applying only for Food Stamps at random assignment.
A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** =5

percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.
Rounding may cause slight discrepanciesin sums and differences.

Outcomes shown in italics are nonexperimental .



B. Income and M easured Poverty

Although MHP did not increase earnings for recent applicants during the follow-up period, it
did increase welfare receipt, which resulted in increased income for both MFIP groups. Table 5.4
presents impacts on income and poverty for sngle-parent recent gpplicants in urban counties. In the last
year of follow-up, average income from earnings and welfare was $2,578 for the AFDC group and
$2,740 for the MFIP group, for a gatisticaly significant increase of $162. This increase is due entirely
to higher welfare payments offered through MFIP's incentives. The increase in income dso led to a
reduction in measured poverty. In year 3, for example, 66.0 percent of the AFDC group had earnings
plus welfare income below the poverty line, compared with 59.2 percent of the MFIP group, for a 6.9
percentage point reduction. Because MHP had only modest effects on employment and earnings,
incorporating taxes and Earned Income Credit (EIC) benefits into the measures of income and poverty
does not change the basic story much. The increase in quarterly income during year 3 is $187 including
EIC benefits and $162 not including these benefits.

The bottom pand of Table 5.4 shows that MFIP increased the percentage of urban recent
gpplicants who had income from earnings and welfare by 9.8 percentage points; in the last quarter, 23.3
percent of the MFIP group combined welfare and work, compared with 13.5 percent of the AFDC
group. The other impacts on income sources indicate that most of this increase in combining welfare and
work (or 6.6 of the 9.8 percentage points) came from a reduction in the number of individuas who
would have worked and not received welfare; thus, most of the increase in welfare receipt was among
recent gpplicants who would have worked anyway. This finding is condstent with results from Table
5.2, showing that MFIP increased welfare receipt but had smdl effects on employment. The issue of
“windfal effects” whereby some individuds receive more benefits without changing their behavior,
aways arises with programs that have generous financid incentives. However, explicit gods of MFIP
were to increase income and reduce poverty, and the top panes of the table show that MFIP would not
have achieved these gods without giving more benefits to families who worked, families whose average
incomes were dready quite low.

Despite the fact that more MHP families received welfare, somewhat fewer relied solely on
wefare by the last quarter of follow-up (17.6 percent of MFIP families versus 20.3 percent of AFDC
families). In addition, recent gpplicants in MFP were no less likely than those in AFDC to have
earnings condtitute their magjor source of income (48.1 percent for the MFIP group, compared with
495 percent for the AFDC group). Using these measures, MFIP did not increase dependence on
welfare.

Table 55 presents survey data on income and income sources for sSngle-parent recent
gpplicants in urban counties. As mentioned in Chapter 4, survey data are probably less rdiable than
adminigtrative records data for measuring program impacts on income sources, because respondents in
both groups may have various matives in reporting earnings or welfare benefits. Nonetheless, survey
data do provide information about respondents sources of income. For example, recent applicants
were much more likely than long-term recipients to report having earnings fom other adults in the
household — leading to larger discrepancies between reported income from earnings and welfare and
reported total family income. For the MFIP group, for
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Table5.4

MFIP's Impacts on Income and Poverty for Single-Parent Recent Applicantsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIP vs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP  Percentage Incentives Percentage and Reinforced Percentage
Qutcome MFIP Only AFDC Program Change Alone Change Incentive Messages Change
Average quarterly income
Average quarterly income
from welfare and earnings (%)
Year 1 2,434 2,467 2,239 195 *** 8.7 227 *** 10.1 -32 -1.3
Year 2 2,562 2,547 2,388 174 *** 73 159 ** 6.7 15 0.6
Year 3 (quarters 1-3) 2,740 2,716 2,578 162 ** 6.3 138 53 24 0.9
Income and poverty
in last three quarters
Average quarterly income
from welfare and earnings ($) 2,740 2,716 2,578 162 ** 6.3 138 53 24 0.9
Measured poverty® (%) 59.2 62.0 66.0 -6.9*** 104 -4.0** -6.1 -2.8 -4.6
Income and poverty in last
three quarterswith estimated
taxes and EIC benefits
Average quarterly income
from welfare and earnings ($) 2,744 2,734 2,556 187 *** 73 177 ** 6.9 10 04
Measured poverty® (%) 53.7 56.2 59.7 -6.1***  -10.2 -3.6* -6.0 -2.5 -4.4
| ncome sour ces
In last quarter of follow-up (%)
Earnings, welfare 233 21.2 135 9.8 *** 727 7.7 *x* 56.9 21 10.1
Earnings, no welfare 35.1 339 41.8 -6.6 ***  -159 -7.8*** 187 12 35
No earnings, welfare 17.6 22.8 20.3 -2.7** -135 26* 12.6 -5.3***  .231
No earnings, no welfare 24.0 22.0 24.4 -04 -1.8 -2.4 -99 2.0 8.9
Earnings are more than
half of total income (%) 481 445 49.5 -15 -30 -5.0***  -10.2 36* 8.0
Sample Size (total=5,029) 1,916 930 2,133

(continued)
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Table 5.4 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying only
for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare benefits
are the sum of benefits from any of these sources.

Sample size may dlightly vary for each outcome variable.

Rounding may cause dight discrepancies in sums and differences.

M easured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the official poverty threshold. The appropriate threshold
is determined by the number of children in the family. Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official poverty rate.

bThese estimates are calculated assuming that all eligible individuals received both the federal and the state Earned Income Credit. Estimated payroll taxes and
federal and state income taxes are al so subtracted.
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Table5.5

MFIP's Impacts on Income and | ncome Sour cesfor Single-Parent Recent Applicantsin Urban Counties

MFIP Incentives Only

MFIPvs.

Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP I mpacts of Financial Mandatory Services
Incentives Full MFIF Incentives and Reinforced
Qutcome MFIP Only AFDC Program Alone Incentive Messages
Full sample
From administrative records
Average monthly earnings plus
welfare in last quarter of follow-up (%) 917 908 868 49 * 40 9
Survey sample
From administrative records
Average monthly earnings plus
welfare in last quarter of follow-up (%) 1,025 945 943 83* 2 80
From 36-month survey
Income in previous month
from earnings and welfare ($) 1,113 985 1,026 87 * -41 128 **
Income in previous month
from all sources ($) 1,913 1,924 1,838 75 86 -11
Percentage with income source
Own earnings 71.0 64.4 66.9 4.1 -2.5 6.6 *
Earnings of other members 36.5 393 39.2 -2.8 0.0 -2.8
Child support 17.1 24.8 25.4 -8.2 *** -0.6 -1.7 **
Public assistance 41.9 494 35.5 6.4 ** 13.9 *** -75*
Any other income 16.1 145 15.3 0.8 -0.8 16
Amount of income source ($)
Own earnings 907 725 846 61 -121* 182 ***
Earnings of other members 647 700 639 8 61 -52
Child support 51 73 79 -28 *** -6 -22
Public assistance 199 256 179 20 T7 *** -57 **
Any other income 93 147 4] 3 56 * -54 *
Sample size (total = 1,223) 514 217 492

(continued)
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Table5.5 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records, public assistance benefit records, and the
36-month client survey.

NOTES: The full sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were
receiving or applying only for Food Stamps at random assignment. The survey sample includes members randomly assigned from April 1, 1994, to
October 31, 1994, excluding the small percentage who were receiving or applying only for Food Stamps at random assignment. The size of the survey
sampleis1,233.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels areindicated as*** = 1 percent; ** = 5 percent;
* =10 percent.

Welfare benefits are defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average
welfare benefits are the sum of benefits from any of these sources.

Sample size may dightly vary for each outcome variable. For this reason, the averages for individual components of income may not sum to the
average of total income.

Rounding may cause slight discrepancies in sums and differences.



example, average reported income from earnings and welfare in the nonth prior to the survey was
$1,113, and average reported income from al sources was $1,913.

In terms of program impacts, MFIP aso reduced the receipt of child support among recent
goplicants, asit did among long-term recipients; 17.1 percent of the MFIP group reported child support
income, compared with 25.4 percent of the AFDC group. However, the Incentives Only group did not
show asmilar decrease. Thisfinding is not congstent with the hypothesis raised in Chapter 4 to explain
the impacts on child support — that higher welfare receipt and higher income discourage single mothers
from pursuing child support payments — because the Incentives Only group, which did not experience
a reduction in child support receipt, had higher income than the AFDC group and was aso more likely
to recelve wdfare. The primary difference in impacts between the recent gpplicant Incentives Only
group and the groups who had a decrease in child support (MFIP recent applicants and both MFIP
groups among long-term recipients) & that the former experienced virtudly no impact on employment
rates over the period. Thus, an increase in mothers employment may ether reduce their likelihood of
pursuing payments or reduce the nonresident fathers desire to make payments.

C. Other Measures of Well-Being

Table 5.6 presents impacts on other measures of family well-being for Sngle-parent recent
gpplicants in urban counties. Compared with long-term recipients in the survey sample, recent applicants
had somewhat higher incomes in generd but reported smilar levels of financid drain and materid
hardship. MFIP affected both of these outcomes. The index of materid hardship is 1.35 for the MFIP
group, compared with 1.51 for the AFDC group. MFIP aso increased the percentage of families
covered by Medicaid or MinnCare and increased the percentage who had continuous hedth insurance
coverage throughout the three-year period; 50.0 percent of the AFDC group reported that they had
continuous coverage, compared with 62.9 percent of the MFIP group. Both these effects on hedlth
insurance coverage probably resulted from higher welfare receipt.

The third pand of Table 5.6 shows that MFIP's incentives done reduced resdential mobility
among urban recent applicants, 39.0 percent of the Incentives Only group had not moved since random
assgnment, compared with 27.9 percent of the AFDC group. Adding the mandatory services to the
financid incentives, however, increased mobility, so that the full program had no effects. It is somewhat
odd that MFIP affected mohility only for urban recent gpplicants. Findly, MF P did not affect marriage
or cohabitation among recent gpplicants, who in generd were more likdly than long-term recipients to
have been married or cohabiting at the time of the survey. There were no differences, however, between
the MFIP and AFDC groups.

D. Effectsfor Subgroupsin Urban Counties

This section presents MF P s impacts on selected outcomes for two subgroups of the urban
recent applicant sample: new applicants to welfare and short-term recipients. Findings for new
gpplicants show the effects of the program for an entering cohort of recipients, some of whom would
leave welfare quickly and some of whom would stay on it longer. Short-term recipients, on the other
hand, had been on welfare for some months before entering the program and were more likely to reach
the two-year participation mandate during the follow-up period.
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Table 5.6

MFIP'sImpacts on Family Outcomesfor Single-Parent Recent Applicantsin Urban Counties

MFIP Incentives Only MFIP vs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MHIP Incentives and Reinforced
Qutcome MFIP Only AFDC Program Alone Incentive Messages
Material hardship
Perceptions of financia strain 2.69 2.75 2.78 -0.09 * -0.04 -0.05
Index of material hardship 1.35 1.26 151 -0.16 * -0.25 * 0.09
Health insurance coverage
Respondent continuously covered by
health insurance during past 36 months (%) 62.9 67.9 50.0 12,9 *** 17.9 *** -5.0
Respondent currently covered
by health insurance (%) 78.3 79.0 73.9 44 50 -0.6
Respondent on Medicaid or MinnCare (%) 50.7 54.9 40.5 10.2 *** 14.4 *** -4.2
Residence and residential moves
Number of times moved
since random assignment (%)
None 27.7 39.0 279 -01 11,1 *** -11.3 ***
Once 258 26.1 284 -2.6 -23 -0.3
2 or more times 46.5 34.6 435 29 -8.9 ** 11.9 ***
Marital statusand cohabitation
Currently married (%) 16.8 129 151 17 -2.2 39
Currently married or living with partner (%) 338 27.1 29.6 41 -2.6 6.7 *
Sample size (total=1,223) 514 217 492

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** =5 percent; * = 10
percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause dight discrepancies in sums and differences.



Thus, findings for short-term recipients — rather than for al recent applicants — may provide a better
picture of effects of MFIP on single parents after they become subject to its participation mandates.

Table 5.7 presents the subgroup results.® As discussed in the interim report and shown in the
table, short-term recipients on average were somewhat less likely to work and leave welfare than new
gpplicants, 50.5 percent of short-term recipients in the AFDC group worked during each quarter of
year 3, compared with 56.3 percent of new applicants in the AFDC group. In generd, MFIP had fewer
effects on employment for new applicants, most likely because rdatively more of them had left welfare
by year 3. This can dso be seen by the rdatively smdl effects on new applicants of adding the
mandatory services to the financid incentives (shown in the right-hand column). In contrast, for short-
term recipients, adding the participation mandate to the incentives increased earnings (by $349) and
reduced welfare benefits (by $212).

Thus, dthough adding the mandatory services to the incentives began to increase employment
and earnings by year 3 for short-term recipients, the net effect of the full program was smdl, because
the financid incentives aone had the opposite effect; thet is, they reduced earnings by $299. Although
this impact on earnings of $299 is not significantly different from the impact on earnings of -$61 for new
goplicants, it ismuch larger. It is adso much larger than the corresponding impact for long-term recipients
(see Chapter 4). This result suggeststhat if the god is to increase employment, financid incentives done
might best be targeted to recipients who are least likely to work. In terms of the effects of the full
program (incentives plus mandates), impects are gill farly amdl for short-term recipients in urban
counties. However, as noted earlier, these impacts are diluted, because not al short-term recipients
became subject to MFIP s participation mandates.

V. Effectson Single-Parent Recent Applicantsin Rural Counties

This section presents MFIP s impacts on employment, earnings, and wefare receipt for angle-
parent recent applicants in rural counties. Because rura applicants continued to be randomly assigned
for severd months after urban gpplicants, impacts for rurd single-parent families are presented for 10
quarters, or two years and three months, after random assgnment. Also, impacts are shown only for the
MFIP group, because no familiesin the rurd counties were assigned to the Incentives Only group.

Table 5.8 presents the results. MFIP produced no significant effects on employment until the
last quarter of follow-up, or quarter 10, dthough the magnitude of the impactsinyears1 and 2 issmilar
to that found in the urban counties (shown in Table 5.2). The end of year 2 is when a noticegble
proportion of the sample would have been required to participate in employment services. Data on
monthly benefit receipt indicate that a least 30 percent of the rurd recent gopplicants would have
accumulated 24 months of welfare receipt by the end of year 2 and that about 55 percent would have
done 0 by the end of yewr 3 — somewha higher percentages than

*The impacts reported for these outcomes for the full sample of recent applicants (shown in Table 5.2) are not
strict averages of the impacts shown in Table 5.7, given the process of regression adjustment. The unadjusted
impacts for the full sample are weighted averages of the unadjusted impacts for these two subgroups.
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Table5.7

MFIP's Impacts on Average Quarterly Employment, Earnings, and Welfare Receipt in Year Three
for Single-Parent Recent Applicantsin Urban Counties, by Subgroup

MFIP Incentive Only MFIP vs.
Average Outcome Levels MFIPvs. AFDC vs. AFDC MFIP Incentives Only
Impacts of Impacts of Adding
MFIP Impacts of Financial Mandatory Services
Incentives Full MFIP Incentives and Reinforced
QOutcome MFIP Only AFDC Program Alone Incentive M essages
Short-term recipients
Employment rate (%) 56.7 50.3 50.5 6.3* -0.1 6.4 **
Earnings (%) 1,697 1,348 1,648 50 -299 ** 349 **
Welfare receipt (%) 57.6 64.3 489 8.7 ** 15.4 *** -6.7 **
Welfare benefits ($) 1,000 1,212 849 150 ** 363 *** =212 ***
New applicants
Employment rate (%) 58.6 574 56.3 2.3 11 12
Earnings (%) 2,116 2,052 2,112 4 -61 65
Welfare receipt (%) 39.7 41.0 334 6.3 *** 7.6 *** -1.3
Welfare benefits ($) 635 709 488 147 *** 221 *** -74 *
Sample size (total = 5,029) 514 217 492

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment. 21.5 percent of the total sample are short-term recipients and 78.5 percent of the total sample are
new applicants.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** =5 percent; *
= 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average
welfare benefits are the sum of benefits from any of these sources.

Sample size may dightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.



Table5.8

MFIP's I mpacts on Employment, Earnings, and Welfarefor
Single-Parent Recent Applicantsin Rural Counties

Impact Percentage
Outcome MFIP AFDC (Difference) Change

Employment and earnings

Average quarterly

employment rate (%)
Year 1 56.0 52.7 34 6.4
Year 2 58.5 54.9 35 6.4
Year 3 (quarter 1) 63.7 57.0 6.7 ** 11.7

Number of quarters employed during
the 9-quarter follow-up period (%)

None 14.6 17.3 -2.7 -15.6

1-4 27.8 29.0 -1.2 -4.0

59 57.6 53.8 39 7.2
Average quarterly earnings ($)

Year 1 1,224 1,281 -56 -44

Year 2 1,583 1,640 -57 -35

Year 3 (quarter 1) 1,953 1,746 208 119

Welfarereceipt

Average quarterly
receipt rate (%)
Year 1 77.2 64.8 12,5 #** 193
Year 2 60.9 435 17.4 *** 40.1
Year 3 (quarter 1) 525 36.6 15.9 *** 435
Average quarterly benefits ($)
Year 1 1,330 961 369 *** 384
Year 2 1,000 648 352 *** 54.4
Year 3 (quarter 1) 811 526 285 *** 54.1
Sample size (total = 980) 497 483

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records
and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
General Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Rounding may cause dight discrepanciesin sums and differences.



in the urban counties. MFIP aso increased welfare receipt. In quarter 10, for example, 36.6 percent of
the AFDC group received welfare, compared with 52.5 percent of the MFIP group.

Table 5.9 presents data on recent applicants income and poverty in the rural counties. MFIP
subgtantidly increased incomes, largely because of increased welfare receipt. In quarter 10, for
example, MFIP families had an average income of $2,765 from earnings plus welfare bendfits, for a
$493 increase over AFDC families. Not surprisingly, measured poverty was adso lower among the
MFIP group. Impacts based on the survey data are not presented for rura recent applicants, because
the samples are very smdll.

Thus, MFIP's effects on recent gpplicants were generdly smilar in the rurd and the urban
counties, with a couple of exceptions. Firg, the increase in wefare receipt was much larger in the rurd
counties, primarily because rurd AFDC families left welfare more quickly than their urban counterparts.
Second, the employment impact in the last quarter of follow~up in the rurd counties was somewhat
larger than the impact in year 3 in the urban counties. As noted, administrative records data show that a
dightly higher percentage of the rurd sample would have reached the participation mandate (that is,
accumulated 24 months of welfare receipt) by the end of year 2, which probably explains the larger
employment impact. However, the impacts may aso reflect differences in the locad economies or
between the urban and rurd samples. Rurd recent gpplicants differ from their urban counterparts in
ways Smilar to those found for long-term recipients; namely, 90 percent of the rurd families are white,
compared with about 60 percent of the urban families, and a higher proportion of rura single parents
had been previoudy married. Among rura recent gpplicants, MFIP simpacts were larger for the never-
married subgroup (not shown), as they were for rural long-term recipients. However, this does not help
to explain the larger rura impacts, because the rurad sample consigts of fewer never-married individuas.

V. Highlights from Volume 2, Effects on Children

Volume 2 of the find report on the evaduation of MFIP s effects focuses on children of both
long-term recipients and recent applicants?® It examines MFIP's effects on children by following a
subset of the full evduatiion sample sngle mothers with children age 2 to 9 a random assgnmern.
Selected results for recent gpplicants in urban counties are highlighted below.

Urban recent applicantsin MFIP and in AFDC generally reported that their
children fared smilarly. Single mothers in MFIP and in AFDC reported
somewhat smilar levels of behaviora problems and shool performance for their
young children. However, young children in MFIP were more likely to have been
covered continuoudy by hedlth insurance during the three-year period; 69.9 percent
of urban recent applicants in the MFP group reported that their dildren had
uninterrupted coverage, compared with 62.7 percent in the AFDC group. Findly, in
the urban counties, adolescent children

See Gennetian and Miller, 2000.
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Table5.9

MFIP's Impacts on Income and Poverty for Single-Parent
Recent Applicantsin Rural Counties

Impact  Percentage
Qutcome MFIP AFDC (Difference) Change

Average quarterly income

Average quarterly income
from welfare and earnings ($)

Year 1 2,554 2,242 313 *** 13.9
Year 2 2,583 2,287 206 *** 12.9
Year 3 (quarter 1) 2,765 2,272 493 *** 21.7

Income and poverty in
second vear of follow-up

Average quarterly income
from welfare and earnings ($) 2,583 2,287 296 *** 12.9

Measured poverty?® (%) 63.1 75.2 -12.0 *** -16.0

Income and poverty in second

year of follow-up with estimated
taxes and EI C benefits?

Average quarterly income

from welfare and earnings ($) 2,770 2,433 336 *** 13.8
Measured poverty? (%) 57.5 65.4 -7.9 *** -12.1
| ncome sour ces
In last quarter of follow-up (%)

Earnings, welfare 24.0 14.9 9.1 *** 60.8

Earnings, no welfare 35.8 38.9 -31 -8.1

No earnings, welfare 18.2 16.5 17 10.3

No earnings, no welfare 14.8 224 -7.6 *** -34.C

Earnings are more than

half of total income (%) 51.2 49.2 21 4.2
Sample size (total = 980) 497 483

SOURCES. MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records
and public assistance benefit records.

NOTES:. The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
General Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Rounding may cause slight discrepancies in sums and differences.

M easured poverty is defined as the percentage of families whose earnings plus welfare benefits are below
the official poverty threshold. The appropriate threshold is determined by the number of children in the family.
Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official
poverty rate.

bThese estimates are cal culated assuming that all eligible individuals received both the federal and the state
Earned Income Credit. Estimated payroll taxes and federal and state income taxes are al so subtracted.



in MFIP fared less well on some measures of schooling than ther AFDC
counterparts.

In the urban counties, single mothersin MFIP experienced few changesin
their well-being. Throughout the three-year period, most recent applicants in the
MHF P group faced only the enhanced financid incentives, because the participation
mandates were targeted to long-term recipients. In genera, MFIP had little effect
on urban single mothers' earnings and income and no effect on other aspects of their
well-being, such as marriage, depression, or domestic abuse.

As mentioned above, these results are for the sample of urban recent gpplicants with children
age 2 to 9 a random assgnment. Selected measures of child well-being are dso available for the full
sample of recent gpplicants, anong whom single mothers in MHP were more likdy than those in
AFDC to report that their children were performing poorly in school. Volume 2 discusses the possible
reasons for the negative impacts on school performance. Findly, in rurd counties, there were few
datidicdly sggnificant effects on the children and families of recent gpplicants, however, the ssampleis
very small, and so the observed impacts are lessreliable.

VI. Summary and Conclusions

MFIP was designed to be a different program for parents who had been on welfare for along
time versus those who had not. Perhaps not surprisingly, it had different effects on the two groups,
producing much larger increases in employment and earnings for long-term recipients. Some part of the
difference is probably aso due to the fact that parents who have been on welfare for only a short time
tend to be different from those who have been on rdaivdy long-term. Many in the former group, for
example, would have |eft welfare and gone to work fairly quickly in the absence of MFIP.

Figure 5.6 summarizes MFIP s effects for long-term recipients and recent gpplicants in urban
counties. (The arrows indicate the direction of the impacts,) Results for the two groups provide severd
lessons. Firg, financia incentives plus mandaiory services can move a dgnificant number of single
parents into the workforce and increase their earnings. On the other hand, dthough the incentives by
themselves do cause some parents to go to work, they also cause some working parents to reduce their
hours. This effect was observed for both long-term recipients and recent gpplicants. Thus, if thegod is
to incresse full-time employment, the incentives should be combined with a work or participation
mandate.

Would MFIP have increased employment and earnings more for recent gpplicants if they had
faced the same trestment as long-term recipients, that is, if they had been subject to the mandates from
the outset? (In the version of the program implemented statewide, MFIP-S, participation is mandatory
after only one to sx months of welfare receipt.) It is not clear whether such a program would have
produced larger impacts for recent gpplicants, because many of them would have worked anyway.
Nevertheless, placing the mandates sooner might have prevented some single parents from moving from
full-time to part-time work.
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Figure 5.6
Summary of MFIP's Effects on Single Parentsin Urban Counties

Long-Term Recent
Recipients Applicants
Employment - (large) - (smal)
Earnings - -
Welfare receipt - -
Wélfare as only income source B B
Income - -
Poverty B B

Child support receipt
Financid srain
Continuous hedlth insurance coverage - -

NOTES: The two groups differ in many ways, for example many recent applicants would have worked in
the absence of MFIP.

The MFIP program differed for the two groups, most recent applicants were not subject to
participation mandates during the three-year period.
The impacts for both groups varied somewhat across urban and rural counties.

Second, dthough the financid incentives by themselves had modest effects on employment, they
are critica for increasing families' incomes, MFIP would not have increased families incomes if, aswas
the case under AFDC, benefits had been decreased nearly dollar for dollar with earnings. For long-term
recipients, the higher benefits came with an increase in employment. Many recent applicants, on the
other hand, received higher benefits without changing their behavior, because they would have worked
anyway. It is unavoidable when offering incentives of this type that some families will receive the extra
benefits without changing their work behavior. Such a“windfal” is of less concern, however, if one god
of the program is to reduce poverty. In this sense, MFIP's financia incentives are akin to a work
supplement such as the Earned Income Credit (EIC), which is provided only to families who work.
Although many families go to work to receive the EIC, many who receive it would have worked

It is dso important to note that the economy, nationaly and especidly in Minnesota, was very
strong during the evauation period, with unemployment rates as low as 3 percent in some counties. In a
weeker economy, it may be more difficult for parents to find full-time jobs and meet the participation
requirement. In addition, less-skilled workers would be the firgt to lose their jobs if the economy sours.



Chapter 6

M FIP’s Effectson Two-Parent Families

In addition to its gods of increasing the employment and sdf-sufficdency of sngle-parent fami-
lies, the Minnesota Family Investment Program (MFIP) aimed to support two-parent families. MFIP
tried to accomplish this by offering financid incentives to work, requiring participation in mandatory em-
ployment services for two-parent recipient families, and streamlining burdensome dligibility requirements
and regtrictions that generaly apply to two-parent families seeking welfare benefits. With this additional
dimension of MFIP s sreamlined digibility requirements, income was the main criterion for two- parent
families to become digible for welfare benefits, asit was for sngle-parent families. Some of these policy
changes that affected MFIP two-parent families are reflected in a number of current Sate policies re-
tionwide in response to the Persond Responsbility and Work Opportunity Reconciligtion Act
(PRWORA) of 1996. Even though single-parent families represent a mgority of the welfare casdload,
two-parent families continue to make up a smdl proportion of it: In 1998, nearly 10 percent of Tempo-
rary Assistance for Needy Families (TANF) cases in Minnesota were families with two or more adult
recipients.

This chapter presents findings about MFIP's effects on two-parent families over the 36-month
follow-up period of the evauation. By comparing outcomes for two- parent families in MFIP with out-
comes for two-parent families in Aid to Families with Dependent Children (AFDC), this chapter seeks
to answer the basic question “Does MFIP s package of streamlined digibility rules, financid incentives,
and targeted participation mandates lead to different outcomes than the AFDC system?’ In contrast to
sngle-parent families, two-parent families in Minnesota (at the time of random assignment) were digible
for four programs. AFDC, AFDC-UP (Unemployed Parent), AFDC-INCAP (Incapacitated), and
Family Generd Assstance (FGA). Eligibility for al programs was based on the biologica relationship of
the parents to the child and on each parent’s physical ability to work.? Thisis relevant to the evaluation
because each program had different rules concerning mandatory participation in employment and train-
ing programs and thus represented a different treatment for the control group. The mgority of two-
parent families in this study’ s control group were on AFDC-UP.? Thus, because most members of both
the MF P and the AFDC groups were required to participate in employment and training programs, the

'U.S. Department of Health and Human Services, Administration for Children and Families, 1999.

?|f the two parents shared a biological or adopted child and were able to work, then they were eligible for AFDC-
UP. If the two parents shared a biological or adopted child but one parent was incapacitated (either temporarily or
permanently), then they were eligible for the AFDC-INCAP program. If the two parents did not share a biological
child, then one parent was eligible for AFDC, and the income of the stepparent was counted against the AFDC grant.
Finally, if atwo-parent family did not first qualify for any of the first three programs, then they might still be found
eligible for Minnesota’' s FGA program, depending on their income level.

3Unfortunately, the actual proportion of two-parent familiesin the sample who were on AFDC-INCAP cannot be
identified. However, in fiscal years 1995 and 1996 in Minnesota, 80 percent of the two-parent family caseload (two
biological parents living with a child) were on AFDC-UP. In addition, many two-parent families on AFDC-INCAP
transitioned to AFDC-UP, and only a small proportion of parents on AFDC were married to someone who would be
considered their child’s stepparent. Finally, 9 percent, at most, of the two-parent family sample were on FGA during
thefirst quarter of follow-up, and only 3 percent were on FGA by the last quarter of follow-up.
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main difference between the groups for two-parent families had to do with changes in digibility rules
and financid incentives. Much of the discussion in this chapter highlights the effects of MFIP in compari-
son to AFDC-UP; keep in mind, however, that some of the distinctions are not relevant for small por-
tions of the control group who werein AFDC-INCAP or AFDC.

Prior to the passage of PRWORA in 1996, two-parent familiesin the AFDC-UP program had
to satisfy a number of additiona conditions (besides being financidly digible) in order to continue to re-
ceive wdfare benefits. The most notable of these was the “100-hour rul€’ limiting the number of hours
per month that the primary wage-earner in an AFDC-UP family could work without risking loss of wel-
fare benefits.* The work history requirement and the 100-hour rule severdy limited two-parent families
igibility for assstance, meking it advantageous for families with a full-time worker either to split up or
to report that they had separated or divorced, in order to continue to receive welfare benefits. Related
to this, some results in this chapter provide evidence about how changes in digibility for wdfare may
affect two-parent families. MFIP s fects on family composition are dso of generd policy interest, be-
cause the consequences of MFIP-type interventions — interventions that am to increase income — on
marita gability for two-parent families are not well understood; yet marita stability is often cited as a
primary god of policiesamed at two-parent families.

Section | of this chapter begins by summarizing the findings about MFIP s effects on two-parent
recipient and gpplicant families. Section 11 then highlights hypotheses about how MF P was expected to
affect these families, and Section 111 describes the analys's groups and the sirategies that best fit them.
The bulk of the chapter, Section IV, presents MFIP' s impacts on two-parent recipient families' partici-
pation, employment, earnings, welfare receipt, job and employment characteristics, and income during
the follow-up period as well as a number of other family outcomes, such as marital status and hedth in-
surance coverage a the time of the 36-month survey. Section V then presents a more limited set of out-
comes for two-parent gpplicant families. The chapter concludes by reviewing MFIP s effects and other
antipoverty programs for two- parent families.

. Summary of the Findings

Impact findings in this chapter are presented firgt for two-parent recipient families (those who
had ever received wefare prior to random assgnment) and then for two-parent gpplicant families; in
both cases, impacts for urban and rurd counties are combined.” The findings on employment and in-
come at the 36-month follow-up point are quite smilar to the interim report’s findings a the 18-month
point for the early cohort in urban counties® These later findings support the interim conclusions that
MHP's financid incentives and mandatory services had subgtantidly different effects on two- parent

“The 100-hour rule penalized large families especially, because without this rule, large families were able to remain
on welfare at higher earnings levels than small families, in recognition of their need for greater income.

°That is, impacts are presented for urban and rural recipient families combined and for urban and rural applicant
families combined. All impacts are weighted using a scheme that gives each county its own weight. The results are
similar to results obtained when all urban counties receive the same weight and al rural counties receive the same
weight.

*Miller et ., 1997
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families than on sngle-parent families. In addition, the 36-month findings include information about other
family outcomes, such as marital satus. Table 6.1 presents a summary of selected impacts for two-
parent families.

Two-parent recipient families in MFIP were as likely as AFDC familiesto
have at least one parent working but were less likely to have both parents
working, leading to lower family earnings.

Even though both women and men in the MFIP group’s two-parent recipient families were less
likdy then their counterpartsin AFDC to be employed during the follow-up period, MFIP did not affect
the likelihood that at least one parent worked. As shown in Table 6.1, athough MFIP reduced the em-
ployment of women by 3.7 percentage points and also reduced the employment of men by 3.7 percert-
age points, it had no impact on the proportion of families who had at least one parent employed. Thus,
the reductions in employment for women and for men did not occur in the same families. Thisis not sur-
prising, because MFIP provided rdatively greater incentives to two-parent families to increase the full-
time employment of one parent (versus other combinations of family employment). The reduction in at
least one parent’s employment and earnings meant that tota family earnings were sgnificantly less for
two-parent recipient familiesin MF P than in AFDC.

MFIP increased the proportion of two-parent recipient families receiving
welfar e benefits.

Table 6.1 shows that, on average, MFIP increased welfare receipt by 10.4 percentage points
for two-parent recipient families. Like single-parent families in MFIP, two- parent families were sgnifi-
cantly more likely than AFDC families to combine wefare and work. MFIP did not change the propor-
tion of two-parent recipient families who relied solely on wefare during the follow-up period; on aver-
age, 30.6 percent of MFIP families and 28.4 percent of AFDC families did so. Many two-parent re-
cipient families who were recorded as receiving welfare received Food Stamp benefits only. During the
last quarter of follow-up, 19 percent of two-parent recipient familiesin the AFDC group who were re-
ceiving wefare benefits were recaeiving Food Stamp benefits only.

MFIP increased marital stability for the parentsin recipient families.

As shown in Table 6.1, the parentsin recipient families in the MF P groups were 19.1 percert-
age points, or 40 percent, more likely than the parents in AFDC families to be married at the 36-month
follow-up point. Public divorce records confirmed that MFIP decreased divorce up to five years after
random assignment among Spouses in two- parent families who were married a the time of random as-
sgnment.

Two-parent recipient familiesin MFIP had significantly higher income than
AFDC families.

MHP dgnificantly increased average quarterly income measured from earnings and welfare
benefits when accounting for divorces or separations that occurred during the follow-up period. Fur-
thermore, compared with two-parent recipient families in AFDC, MFIP families had
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Table6.1

Summary of MFIP's I mpacts on Employment, Welfare, | ncome, and

Marriage for Two-Parent Families

Women Men Families
Impact’ Impact® Impact®

Qutcome MFIF  AFDC (Difference) MFIF AFDC (Difference) MFIP AFDC (Difference)
Recipients
Quarterly averagesduring
thefirst 10 quarters
Employed (%) 35.0 38.7 -3.7 ** 4.8 48.5 -3.7 ** 60.2 62.5 -2.3
Earnings ($) 737 947 -210 *** 1,456 1,735 =279 *** 2,193 2,682 -489 ***
Receiving welfare (%) 76.4 66.0 10.4 ***
Welfare benefits ($) 1,889 1,367 522 ***
Welfare was only source of income (%) 30.6 284 21
Income from welfare and earnings

accounting for separation/divorceb (€] 3,958 3,769 189 *
Income from welfare and earnings

accounting for separation/divorce with

estimated taxes and EIC benefits™ (€] 3,894 3,683 211 **
Marital status
Married and living with spouse
in month prior to interview® (%) 67.3 483 19.1 ***
Sample size (total = 1,523) 761 762
Applicants ¢
Quarterly averagesduring
thefirst 10 guarters
Employed (%) 50.6 51.2 -0.5 63.2 65.2 -20 78.6 78.4 0.1
Earnings ($) 1,376 1,563 -187 2,681 2,929 -248 4,057 4,492 -435 *
Receiving welfare (%) 429 33.7 9.2 ***
Welfare benefits (%) 783 433 350 ***
Income from welfare and earnings ($) 4,840 4,924 -85
Average quarterly income with

estimated taxes and EIC benefits® ($) 4,484 4,507 -22
Sample size (total = 733) 348 385

(continued)
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Table 6.1 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records, public assistance benefit records, and the 36-month client
survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying only
for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare benefits
are the sum of benefits from any of these sources.

Sample size may sightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

®The difference is the impact of the financia incentives, mandatory services, reinforced incentive messages, and elimination of the 100-hour rule and work history
requirement.

®These calculations assume that separations and divorces occurred evenly over the 36-month follow-up period.

“These calculations assume that all eligible individuals received both the federal and the state Earned Income Credit. Estimated payroll taxes and federal and state
income taxes are also subtracted.

IMarital status was calculated using data from the 36-month client survey. Impacts on marriage were not estimated for applicants, given the small size of the survey
sample.



higher levels o family income the month prior to the survey — largely due to the contribution of another
earner in the family.

MFIP increased home owner ship among two-par ent recipient families.

Two-parent recipient families in MFIP were more likdly to live in a home that they owned,
compared with AFDC families. One possble spillover effect of improving maritd sability may have
been to increase home ownership or to continue to alow two-parent recipient families to own homes,
MFIP more than doubled the likelihood of parents being married and owning their home. Alterndively,
MHP s benefits may have led to higher incomes and increased home ownership (which, in turn, may
have increased marital sability).

MFIP had little effect on employment, earnings, or income for two-parent
applicant families

MHP did not sgnificantly affect the employment behavior, earnings, or leve of income for
women or men in two-parent gpplicant families. Thelack of sgnificant effects is not surprising, given the
short welfare spells of two- parent applicant families. By the last quarter of follow-up, only 29 percent of
MH P applicant families were gtill receiving welfare, compared with 21 percent of AFDC families; and
over one-third of gpplicant AFDC families receiving welfare were receiving Food Stamp benefits only.

[. Expected Effects of MFIP

MHF P amed not only to enhance the sdf-sufficiency of two-parent families but aso to hep two-
parent families stay together. The expected effects of each component of the full MFIP program on em+
ployment, earnings, receipt of welfare, and marital stability are discussed below.

A. Financial Incentives

With MFIP s financid incentives, particularly the enhanced earned income disregard, earnersin
two-parent families could keep a higher levd of welfare benefits as thelr earnings increased than they
could have kept under AFDC. However, because parents in a two-parent family likdy make employ-
ment decisons jointly, predicting the effects of MFIP s financid incentives on each parent’s employ-
ment decison was not sraightforward. For example, if both parents would have worked in the absence
of MFIP, one parent could decrease employment as a response to MFIP, or could speciaize in care of
the family and the home, but MFIP s financid incentives might let the family maintain alevd of totd in-
come comparable to the income of a two-parent family on AFDC. Or, if one or both parents would not
have worked in the absence of MFIP, MFIP might encourage one or both parents to enter employ-
ment. In this case, MFIP s financid incentives might leed to higher totd family earnings and higher totd
family income. In addition to potentia effects on employment and hours worked, MFP s financid in-
centives might increase the likelihood that working parents would recaeive welfare, potentidly lengthening
afamily’s spdl on welfare.

"The survey sample of applicantsistoo small to analyze other family outcomes, such as material hardship, health
insurance coverage, home ownership, and marital stability.

-156-



Figure 6.1 illustrates how MFIP s enhanced earned income disregard would make work pay
for two-parent families by smulating levels of income under MFIP and AFDC, assuming a wage of $6
per hour in five different employment scenarios. The reward for working if one parent in a two- parent
family worked part time (the second set of bars) is smilar to the reward for a Sngle-parent family; the
family would receive $236 more in welfare benefits — a 93 percent increase in the reward for working.
The third set of bars shows earnings and benefits if one parent worked full time or if both parents
worked part time; in generd, these bars show the reward for working 40 hours per week. Though not
explicitly shown in the figure, there was a particular incentive for one parent in atwo-parent MFIP fam-
ily to drop out of the labor force, especialy when compared with control group familiesin AFDC-UP.
Under AFDC-UP, the primary earner could not work full time and remain digible for wdfare benefits;
thus, at mogt, both parents could work part time. In contrast, under MFIP, one parent could work full
time, that is, 40 hours per week, and would receive $148 more in welfare benefits per month.

MHP s financid incentives might have mixed effects on marita stability. An increase in one par-
ent’ sincome might increase that parent’ s ability to be independent, which, by reducing the gains to mar-
riage, might increase marital ingtability. On the other hand, an increase in one parent’ sincome might de-
crease financid grain within the family or dlow one parent to specialize in taking care of the children and
home, which might enhance marita gability.

B. Mandatory Services

In the MFIP evauation, one wage-earner was required to participate in employment and train-
ing sarvices only if the two-parent family was on welfare for at least 6 of the past 12 months and if a
least one parent was not working 30 or more hours per week. Unless these exemptions were met or
unless the family was willing to be sanctioned, the mandate was expected to increase the labor supply
effort of at least one parent in two-parent families. Note that this parent might not be the “principd”
wage-earner, because the family could choose elther parent to participate in employment services.

The effects of MFIP' s mandates will differ, depending on the program for the control group. As
described in Chapter 1, under the AFDC-UP program in Minnesota during the period of the evauation,
the primary wage-earner in a two-parent family had to work or search for a job; if job search did not
lead to employment within a specified time, the primary wage-earner had to work in exchange for wel-
fare benefits through the Community Work Experience Program (CWEP).2 As noted in the interim re-
port, the predominant view in two-parent families, according to staff, was that CWEP work was
equivalent to working without pay, and so0 the primary wage-earner preferred to obtain employment.
Because the economy was so strong during the time period of the MFIP evauation, obtaining employ-
ment was adso a viable option for many families. Thus, requirements to participate in an employment-
related activity applied to a substantid portion of the control group, that is, those who were in the
AFDC-UP program.

®Because CWEP was not implemented until late 1995, it did not affect some two-parent families in the control
group for approximately one and a half years of the follow-up period — those families who were randomly assigned
prior to 1995.
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Figure 6.1

How MFIP Makes Work Pay: Examples of Monthly Income for a Two-Parent
Family with Two Children Under MFIP and AFDC

$1,800 T 1,767 1767
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1505 1,505
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1,259
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1.023
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$600 1

$400 11 769 | | 769

$200 1
$0

AFDC  MFIP AFDC MFIP AFDC  MFIP AFDC  MFIP AFDC  MFIP
Parents with One parent working ~ One parent working full Onf' Dafentdvélr?rkitr;]g full Both parents

no earned income part time (20 hours)  time or both working part Ime and the other working full time

time (40 hours) working part time (80 hours)
(60 hours)
1 Total monthly benefits M Total monthly net earnings 1 EIC

SOURCES: U.S. House of Representatives, Committee on Ways and Means, 1994; 1994 MFIP dligibility manual.

NOTES: Calculations are based on AFDC, Food Stamp, MFIP, income tax, and Earned Income Credit (EIC) rules
for April through June 1994. Monthly net earnings are based on the sum of the parent's monthly earnings at awage
of $6 per hour, minus any applicable income taxes. Monthly benefits are based on the sum of the monthly MFIP or
AFDC grant plus any Food Stamp benefits. AFDC grant calculations are based on AFDC rules for the fifth to
twelfth month of employment.

MFIP combines AFDC and Food Stamp benefits into one cash grant. A recipient with no other income
receives the maximum grant, which is the maximum combined value of AFDC and Food Stamps. An employed
recipient receives the lower of (1) the maximum grant increased by 20 percent, minus net income, or (2) the
maximum grant. Net income excludes 38 percent of gross earnings.

The AFDC grant calculation disregards $120 of gross earnings. After the twelfth month of employment,
AFDC recipients are eligible for only a$90 earnings disregard.

Grant calculations assume no unreimbursed child care costs and no child support collections. AFDC and Food
Stamp benefit amounts are based on $500 per month rent.
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Thus, there were two reasons why MFIP might increase the likelihood that one parent would
work full time: (1) as seen in Figure 6.1, there was a financia incentive for one parent to work full time,
especidly in comparison to a group who faced digibility restrictions (that is, the AFDC-UP group
would no longer receive wefare benefits if the primary wage-earner worked more than 100 hours per
month); and (2) MFIP s mandatory services required at least one parent in an MFI P two-parent family
to work full time.

C. Work History Requirement and the 100-Hour Rule

As described in Chapter 1, MFIP diminated the work history requirement and the 100-hour
rule for two-parent families. These changes might have two broad implications for labor force attach-
ment and for receipt of welfare by two-parent families relaive to a group (those on AFDC-UP) who
were subject to the requirements. Firet, dimination of the 100-hour rule might increase the likelihood
that one or both parents would seek employment. It might aso extend wefare benefits to families who
would have moved to employment anyway. Thus, removing the 100-hour rule— smilar to finencd in-
centives — might increase the probability of combining work and welfare, potentialy increasing the
two-parent family casdoad by making welfare or the mix of welfare and work a more attractive option
than employment done®

Second, changes in work rules and requirements might affect decisons about marriage or stay-
ing married. The availahility of welfare benefits during times of financid need might decrease financia
dress that may lead to marita ingtability. One hypothesized reason why AFDC was believed to pro-
mote the growth of angle-parent familiesisthat AFDC was avallable only to single parents. AFDC-UP
was thought to be pro-family by reducing the incentive for two- parent families to split up during hard
economic times. However, as previoudy described, the work history requirement and the 100-hour rule
severdy limited two-parent families digibility for assistance, making it advantageous for families with a
full-time worker ether to split up or to report that they were separated or divorced. Thus, a substantial
marriage pendty gill exiged in the AFDC-UP program. In fact, early work examining the effects of ex-
tending AFDC-UP to two- parent families has found no relationship between AFDC-UP and the stabil-
ity of marriage.™

[11.  Analysis Groups and Strategies

For two-parent families, the analysis strategy differs depending on the data source, as described
below. The impact analyses using the administrative records data and the 36-month client survey data
are conducted and presented separately for recipients (Section 1V) and applicants (Section V).

A. Analyzing Administrative Recor ds Data by Gender and by Family

On completion of the Basdline Information Form (BIF) at the time of random assgnment, a
family was identified as a two-parent family if the person who applied for welfare responded that he or

*This study cannot actually test the “entry” effects, or changes in the two-parent family caseload, of streamlined
eligibility rules.
10See, for example, Winkler, 1995.
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she was living with the focd child's other parert (biological or stepparent). This individud was then
asked for the Socid Security number of the other parent. From this information, administrative records
data for both the respondent and his or her partner or spouse were dbtained. The andyss of two-
parent recipient families examines employment outcomes based on the adminigtrative records deta sepa-
ratdy for women and for men, because it is possble that MFIP s effects might differ by gender of the
parent. Furthermore, in nearly 80 percent of these families, the male partner or spouse was the primary
wage-earner, and MFIP s effects might differ depending on gender specidization in work ether a home
or in the labor market. Men are traditiondly the principa wage-earner, and women may elect to stay
home or delay entry into the labor force, particularly while their children are very young. Findly, be-
cause the ultimate outcomes of interest are family resources — for example, welfare receipt and total
family income — the adminigtrative records data are dso andyzed for the family in totd. All initid
anadyses of these data assume that the two parents stayed together throughout the follow-up period.
Thisassumption isinvestigated further later in this chapter.

B. Analyzing Survey Data for Two-Parent Families

The andysis of the potentid effects of MFIP on two- parent families is substantidly expanded in
this report compared with the interim report because now data about participation in employment-
related activities, job and employment characteristics, materid hardship, resdentid moves, and family
compoasition are avalable from the 36-month client survey. Only one parent in the two- parent family
case responded to the survey, and the mgority (90 percent) of al respondents in two-parent families
are femae. Outcomes measured from the survey — such as marriage, materid hardship, and hedth in-
surance coverage — are presented for al respondents, both femae and mae, because a priori these
outcomes are not expected to vary by gender. The analyses of participation and of employment charac-
teristics based on the survey data focus only on female respondents.

V. Effectson Two-Parent Recipient Families

Because two-parent families were randomly assigned to either the MFIP group or the AFDC
group, any difference in outcomes between these two groups during the follow-up period can be attrib-
uted to the effect, or “impact,” of MFIP. The following sections present impacts on participation, e
ployment, earnings, income, and a number of other measures of family wel-being for two-parent recipi-
ent families. All these impacts are regresson-adjusted; that is, the regresson modes estimating the d-
fects of MFIP control for a number of pre-random assignment and basdine characteristics.™

"For two-parent families, the regression models estimating the adjusted impacts control for length of time on
welfare prior to random assignment; age, gender, and marital status of the respondent applying for welfare; living in
an urban county; race/ethnicity; whether or not employed at baseline; whether or not the respondent had a high
school diploma at baseline; the number of children in the family at baseline; the presence of a child under the age of 6
at baseline; the quarter of random assignment; the employment, earnings, and welfare history of the respondent and
spouse/partner; and indicators controlling for random assignment ratios.
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A. Women's Participation in Employment and Training Activities

Findings from the 18-month interim report suggest that, compared with AFDC families, two-
parent families in MFIP had understood the basic message of the program and were significantly more
likey to have had at least one parent participate in some employment-related activity, primarily job
search.*? Although these results suggest that MFIP incressed activity designed to move the participating
parent into employment, the sample szes are extremey smdl, and the anadlys's could not separate re-
cipients (who were required to participate in employment-related services at the time of random assign
ment) from gpplicants.

Table 6.2 presents MFIP s impacts on participation in employment and training activities and
educationa attainment for women in two-parent recipient families, as reported on the 36-month sur-
vey."® MFIP had no impact on the percentage of women who ever participated in employment-related
sarvices. Women in MFIP, however, were sgnificantly more likely to participate in career workshops
(a 10.9 percentage point increase over women in AFDC) and in individud job search. These results
differ dramaticaly from the impacts for sngle-parent recipients, for whom MFIP significantly increased
participation in employment-related activities, especidly job search. These impacts may suggest that a
least one parent — perhaps the “other” parent, whose participation information was not cagptured in the
urvey — was often working at least 30 hours per week, or they may ssimply indicate that MFIP s man-
dates did not result in much more participation than requirements under AFDC-UP.

The 12-month client survey collected participation information about both parents in two-parent
families. At the 12-month point, there was a 27.3 percentage point increase in the likelihood that either
parent of two-parent recipient or applicant familiesin MFIP ever participated.** The differencein results
over time suggest (1) that it was men who were participating in employment-related activities and that
this effect was not captured at the 36-month point because the survey asked only about respondents
participation (90 percent of whom are femae); (2) that MFIP s effects on participation weakened over
time; or (3) that MFIP s effects were concentrated among gpplicant families.

Sdected information about each parent’s participation in employment-related services is dso
available from administrative records data™ The results on participation using the full sample of two-
parent recipient families suggest that a high proportion of men, gpproximately one-third, did participate
in job search (see Appendix Table F.1). However, the differences between men in MHP and men in
AFDC are not datigticdly different, perhaps because the relevant comparison group for nost of the
men, a primary wage-earners, adso faced participation require-

2Miller et d., 1997, p. 141.

BCase management is not shown because the outcomes are not comparable for the two groups.

“Miller et d., 1997, p. 144.

®“Unlike the survey data, the administrative records data may underestimate participation in education, because
education is often pursued without the help of an MFIP or STRIDE caseworker. On the other hand, the administrative
data are the only information available about the participation of males, or the spouses of the female survey respon-
dents. Furthermore, as discussed |ater, the survey sample istoo small to analyze the participation outcomes for two-
parent applicant families, although Appendix Table F.2 does analyze these outcomes using administrative records
data.
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Table6.2

MFIP'sImpactson Participation in Employment and Training Activities and Educational
Attainment for Women in Two-Parent Recipient Families

I mpact?
Outcome (%) MFIP AFDC (Difference)
Employment and training activities
Ever participated in any education
or training activity 64.4 595 49
Ever participate in:
Career workshog 25.8 149 10.9 **
Any job search activity 394 290 104 *
Job search 29.5 224 7.1
Individua job search 26.5 174 9.0*
Any education and training activity 43.7 41.7 2.0
Basic education 24.0 20.8 3.2
Post-secondary education 13.1 181 -4.9
Vocational training 13.8 145 -0.7
On-the-job training or work experience 4.3 55 -1.3
Educational attainment
Has ahigh school diploma 5.8 1.7 -1.8
Hasatradelicense 6.7 6.8 -0.2
Has a college or university degree 1.9 22 -0.3
Associate's degree 1.9 18 0.1
Bachelor's degree 0.0 0.0 0.0
Master's degree 0.0 0.0 0.0

Sampl e size (total = 265) 128 137

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES:. The sample includes female respondentsin all counties, randomly assigned from April 1, 1994, to
October 31, 1994, excluding the small percentage who were receiving or applying only for Food Stamps at
random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may dightly vary for each outcome variable.

Rounding may cause slight discrepanciesin sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive
messages, and elimination of the 100-hour rule and work history requirement.
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ments — that is, CWEP requirements for AFDC-UP families. Appendix Table F.1 dso shows that
MHF P sgnificantly increased basic education for women, pursued through either MFIP or STRIDE.

In summary, MFIP did not have large effects on participation by parents in two- parent recipient
families, and there is some evidence that MFIP s effects on participation decreased over time.

B. MEIP's Effects on Employment, Earnings, and Wefare Receipt,
by Gender and by Family

Table 6.3 and Figures 6.2 through 6.5 present MFIP' s impacts on two- parent recipient fami-
lies employment, earnings, and welfare receipt, both separately for women and men and for families.
Unsurprisingly, in AFDC families, the quarterly employment rates and quarterly earnings of women were
lower on average than those of men (see Figures 6.2 and 6.4). However, the employment rates of
women in two-parent families were smilar to the employment rates of single parents (see Table 4.1).%°
Women in two-parent MFIP families were less likely to work during the follow-up period, compared
with women in two-parent AFDC families. The decrease in employment is datisticaly significant only
for the firgt year of follow-up, when women in MFIP were 4.7 percentage points less likely to be em+
ployed, on average.'” Women in MFIP aso had consistently lower average quarterly earnings each year
of follow-up; by the last quarter, however, these earnings differences were no longer satisticaly sgnifi-
cant.

Table 6.3 shows that the average quarterly employment rate of men in two-parent AFDC fami-
lies was gpproximately 48 percent throughout the follow-up period. Men in two-parent MF P families
were less likely to work during the follow-up period — by 3.0 percentage points during the first year of
follow-up and by 5.1 percentage points during the second year (aso see Figure 6.2). Men in MFIP
families dso had consstently lower average quarterly earnings during each year of follow-up (also see
Hgure 6.4). The proportiona decrease in earnings, however, was greater for women in MFIP than for
men; compared with the earnings of their counterparts in AFDC families, average quarterly earnings
during the follow-up period for MFI P women were 22 percent lower, whereas MFIP men's earnings
were only 16 percent lower.

The earnings differences between women and men in two-parent MFIP families are not a-
counted for by employment rate differences. In particular, the employment rates of women in MFIP
were no longer sgnificantly different during the ninth and tenth quarters of follow-up, yet their earnings
were sill Sgnificantly lower than the earnings of women in AFDC families. The employment rates of
men in MHP were nat sgnificantly different during the ninth and tenth quarters of follow-up, yet their
earnings were dill sgnificantly lower than the earnings of men in AFDC families This suggests that
MFIP group members reduced their hours worked per week,

8Over 97 percent of the single-parent long-term recipients are women.

"The employment rate differences between the MFIP group and the control group for the second through fifth
quarters of follow-up are statistically significant.

8The employment rate differences between the MFIP group and the control group for the fourth through sev-
enth quarters of follow-up are statistically significant.
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Table 6.3

MFIP'sImpactson Employment, Earnings, and Welfarefor Two-Parent Recipient Families

Women Men Families
Impact? Impact? Impact?
Outcome MFIP AFDC (Difference) MFIP AFDC (Difference) MFIF AFDC (Difference)
Employment and earninas
Average quarterly
employment rate (%)
Year 1 311 35.8 SA.7 *** 449 47.9 -30* 58.1 61.0 -29
Year 2 374 404 -3.0 4.1 49.2 -5.1 ** 61.2 63.6 -24
Year 3 (1 quarter) 40.9 431 -2.3 473 48.3 -0.9 64.2 64.1 01
Average quarterly earnings (%)
Year 1 530 727 =197 *** 1,271 1,482 =211 *** 1,801 2,209 -408 ***
Y ear 2 855 1,091 -237 *** 1,556 1,904 -348 *** 2,411 2,995 -585 ***
Year 3 (1 quarter) 1,093 1,245 -153 1,794 2,070 -276 ** 2,887 3,315 -429 **
Welfare receipt
Average quarterly
receipt rate (%)
Year 1 84.7 779 6.8 *++
Year 2 711 58.0 13.1 ***
Y ear 3 (1 quarter) 64.6 51.0 13.7 ***
Average quarterly benefits ($)
Year 1l 2,145 1,624 521 ***
Year 2 1,727 1,191 536 ***
Year 3 (1 quarter) 1,515 1,044 471 *x*
Sample size (total=1,523) 761 762

(continued)
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Table 6.3 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or applying
only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** = 5 percent; * = 10
percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare
benefits are the sum of benefits from any of these sources.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive messages, and elimination of the 100-hour rule and work
history requirement.



Percentage employed

Figure6.2

Quarterly Employment Ratesfor Men and Women in
Two-Parent Recipient Families
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SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.
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Figure6.3

Quarterly Employment Ratesfor Two-Parent Recipient Families
(Either Parent Employed)
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SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.
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Figure6.4

Quarterly Earnings for Men and Women in Two-Parent Recipient Families
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SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and

public assistance benefit records.

Figure6.5

Quarterly Welfare Receipt for Two-Parent Recipient Families

Percentage receiving benefits

Quarter since random assignment

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and

public assistance benefit records.
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worked for fewer weeks, or took |ower-wage jobs than members of the AFDC group — aquestion to
be explored further in the next section of the chapter.

The last column of Table 6.3 presents impacts for two-parent recipient families employment
and earnings. The employment outcome is whether either parent was employed, and the earnings out-
come is the sum of each parent’s earnings. Although MFIP somewhat reduced the employment of both
women and men in two-parent recipient families, MFIP did not affect the likelihood thet & least one
parent worked during the follow-up period (see Figure 6.3). Thus, the reduction in employment for
women did not occur in the same families as the reduction in employment for men. These employment
reductions of women and men do imply, however, that MFIP sgnificantly reduced the likedihood that
both parents were employed during the follow-up period. During the second year of follow-up, the av-
erage quarterly employment rate for two- parent recipient familiesin which both parents were employed
was 26 percent for AFDC families and 20 percent for MFIP families, which is a gatisticaly sgnificant
difference of 6 percentage points (not shown). Average quarterly family earnings for MFP families
were significantly lower throughout the follow-up period.” These results are not surprising in light of
MFIP s incentives and requirements, which provided relatively greater financid incentives to increase
the full-time employment of one parent than to increase the part-time employment of both parents.

MFIP s effects on two-parent recipient families employment and earnings are somewhat con
ggtent with what has been found in prior research. Using data from the Current Population Survey,
analyses of the effects of the Earned Income Credit (EIC) expansions between 1984 and 1996 on labor
force participation and hours worked suggest that the EIC increased married men’s labor force partici-
pation only dightly but reduced married women's labor force participation by over 1 percentage point.
Ovedl, family labor supply and pretax family earnings fell among married couples. The best-known
experimenta results on employment responses to interventions amed a enhancing income for two-
parent families are from the Negative Income Tax (NIT) experiments conducted throughout the
1970s.* The NIT essentially guaranteed atarget level of income for single-parent and two-parent fami-
lies. A summary of work responses from the NIT experiments shows that the NIT caused moderate
reductions in work effort and that the largest proportiona reductions occurred among women.? Fur-
thermore, these work reductions were most prominent in the Seettle/Denver Income Maintenance Ex-
periment (SME/DIME), which offered the most generous income payment.

Though informative, neither the EIC nor the NIT is a program specificdly targeted to two-
parent families on welfare. The gap in understanding the effects of financid incentives on labor force
participation can be narrowed by evauation results from experimentd welfare and employment pro-
grams. For example, two-parent families in the treetment group of the California Work Pays Demon
dration (CWPD) were offered streamlined digibility, welfare grant reductions, and atime-limited earned
income disregard; thus, these policies are a modified test of time-limited financid incentives. An evaua-

Note that average earnings among those families with both parents employed were higher for MFIP families
than for AFDC families.

“Ejssaand Hoynes, 1998.

“See Munnell, 1986, for a conference summary.

“Burtless, 1986.
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tion of CWPD’s impacts two years after random assgnment found that, compared with AFDC-UP, the
program produced a smal increase in work activity (of only about 4 percentage points); no significant
difference in earnings, except in San Bernandino County; and no significant differencesin tota income?

The bottom panel of Table 6.3 presents MFIP s impacts on two-parents families wefare re-
ceipt. MFIP increased average quarterly welfare receipt rates and average quarterly benefits throughout
the follow-up period (see Figure 6.5). By the second year of follow-up, 58.0 percent of AFDC families
were receiving welfare, compared with 71.1 percent of MFP families — a statisticdly sgnificant in-
crease of 13.1 percentage points. The impact on welfare receipt for two-parent recipient familiesislar-
ger than the impact on welfare receipt for Sngle-parent long-term recipients (see Table 4.1) because, in
generd, two- parent families work more and leave welfare more quickly than sngle-parent families, leav-
ing much more room for MF P sfinancid incentives to extend a family’ s experience on welfare.

C. MFIP' sEffects on the Characteristics of Employment for Women

Although both women and men in two-parent recipient families in MFIP showed some indica-
tion of reducing their employment effort, detailed information about employment and the characteristics
of thisemployment is available only from the 36-month survey and thus focuses on women.

Table 6.4 presents MFIP's impacts on hours worked, wages, and employment stability for
women in two-parent recipient families. The firgt row of this table shows the proportion of women in
each group who had worked since random assgnment, based on the survey data. In contragt to the
employment impacts based on adminigtrative records data, the survey data show that women in MFIP
families gppear dightly more likely to have worked since random assgnment than women in AFDC
families (though this difference is not datisticaly significant).®* The mgority of women in two-parent
AFDC families had worked full time, or at least 30 hours per week. The women in both groups were
equdly likely to have worked 30 hours or more per week in their current or most recent job (55.3 per-
cent of women in AFDC families and 55.8 percent of women in MHP families). However, women in
MFIP two-parent recipient families were sgnificantly more likely to have worked part time, or 20 to 29
hours per week.

The second panel of Table 6.4 presents impacts on various levels of wages earned at a current
or mogt recent job. Among the women who worked, those in MFP families were dgnifi-

“Becerra, Lewin, Mitchell, and Ono, 1996. In contrast, the evaluation of the Los Angeles Jobs-First GAIN pro-
gram — the largest county welfare-to-work program — found that Jobs-First GAIN increased employment and in-
creased first-year earnings for two-parent families (Freedman, Mitchell, and Navorro, 1999). The increases in eamings
were much greater for men than for women, and because they were matched by reductions in welfare, Jobs-First
GAIN did not significantly affect total family income. However, only one parent in the family was studied. Therefore,
because the men and women were from different families and represented amix of primary wage-earners and parents
without recent employment, these impacts are not directly comparable to MFIP' s effects on family employment.

#This difference between measures of employment based on the survey and those based on the administrative
records may exist because part-time employment is underreported in the latter. Chapter 4 includes a more complete
discussion of the two measures of employment.
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Table 6.4

MFIP'sImpactson Hours Worked, Wages, and Employment Stability for

Women in Two-Parent Recipient Families

Impact®
Qutcome (%) MFIP AFDC (Difference)
Worked since random assignment 81.3 76.4 49
Hoursworked per week in
current or most recent job
Did not work 18.7 23.6 -4.9
Worked part time 23.8 184 54
1-19 hours 10.2 11.4 -1.2
20-29 hours 13.6 7.0 6.6 *
Worked full time 55.8 55.3 05
30-34 hours 10.7 12.4 -1.7
35-44 hours 31.0 32.7 -1.7
45 or more hours 14.1 10.2 39
Hourly wagein current
or_most recent job
Did not work 18.7 23.6 -4.9
Less than $5 1.7 14.2 -6.5
$5 to $6.99 25.1 25.9 -0.8
$7 to $8.99 275 23.2 43
$9 or above 17.2 8.5 8.7 **
Employment stability
Respondent worked since random
assignment and reported al job dates 72.7 63.4 94 *
First employment spell began within
12 months of random assignment 37.3 471 -9.8 *
First spell lasted less than 12 months 10.3 15.0 -4.7
Employed after first spell 8.6 11.3 -2.6
Not employed after first spell 1.7 3.7 -2.0
First spell lasted more than 12 months 27.0 32.1 -5.1
First employment spell began 12 or
more months after random assignment 35.7 179 17.8 ***
Sample size (total = 265) 128 137

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.
A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.
Sample size may dightly vary for each outcome variable.
Rounding may cause slight discrepanciesin sums and differences.

#The difference is the impact of the financial incentives, mandatory services, reinforced incentive

messages, and elimination of the 100-hour rule and work history requirement.
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cantly more likely than working women in AFDC families to have earned $9 or more at their current or
most recent job. Those who stayed employed were as likely as women in AFDC families to have had
pad hedth insurance and paid sck leave but were less likely to have had pad vacation time (not
shown). The bottom panel of Table 6.4 presents impacts on the timing of the first employment spell.
Women in MFIP two-parent recipient families were sgnificantly more likdly to begin thar fird employ-
ment spell 12 months or more after random assgnment. There is no indication that MFIP increased
consstent or stable employment.

Together with the impacts based on administrative records data, these impacts based on survey
data suggest that, throughout the follow-up period, MFIP delayed participation in employment and en
couraged part-time work among some women in two-parent recipient families and that it reduced work
effort among other women in these families. Those who did enter the workforce earned wages high
enough to compensate them for their time away from home; that is, the women who only had job op-
portunities that offered alow wage were not likely to work.

D. MFIP's Effects on | ncome and Poverty

Table 6.5 presents MFIP s impacts on income, on income adjusted by the EIC and taxes, and
on measured poverty for two- parent recipient families. Average quarterly income during the first year of
follow-up was only dightly higher ($114) for MFIP families than AFDC families and was dightly lower
during the remainder of the follow-up period. MFIP had no impact on measured poverty. The third
pand of the table shows outcomes when income is adjusted by including the EIC and subtracting payroll
taxes. MFIP had no sgnificant impacts on these income or poverty measures.

The last panel of Table 6.5 presents MFIP s impacts on the composition of income. In generd,
alow proportion (only 15 percent) of both groups reported no earnings and welfare. MFIP two- parent
recipient families were sgnificantly more likely to combine wefare and work (a 14.1 percertage point
difference). They were dso sgnificantly less likely to rely on earnings with no welfare: During the last
quarter of follow-up, nearly 39.1 percent of AFDC families reported some earnings and no welfare,
compared with only 25.3 percent of MFIP families— a 13.8 percentage point decrease.

Note that these estimates assume that two-parent recipient families stayed together throughout
the follow-up period; that is, if the partner or spouse who was identified a random assignment reported
earnings to the Ul system at any time during the follow-up, those earnings were dways included in the
income measures. On the one hand, it may be true that MFIP did not increase family income — if the
increase in welfare income due to MF P sfinancid incentives was largely offset by the decrease in earn
ings. On the other hand, because MFIP gppears to have sgnificantly changed the likelihood that two-
parent families stayed together, these income impacts are underestimated. MFIP' s combined effectson
marita gability and income are discussed in Section F.

E. MFIP'sEffectson Marital Status

The firgt panel of Table 6.6 shows outcomes that capture the general maritd status of two-
parent recipient families a the time of the 36-month interview. Of recipients in AFDC families, 48.3
percent were married, 21.5 percent were divorced or separated, and 30.3 percent were
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Table 6.5

MFIP's Impacts on Income and Poverty for Two-Parent Recipient Families

Impact®
Qutcome MFIP AFDC (Difference)
Average quarterly income
Average quarterly income
from welfare and earnings ($)
Year 1 3,946 3,833 114
Year 2 4,138 4,187 -49
Year 3 (1 quarter) 4,401 4,359 12
Income and poverty in
second year of follow-up
Average quarterly income
from welfare and earnings ($) 4,138 4,187 -49
M easured poverty® (%) 62.2 61.6 0.6
[ncome and poverty in second
year with estimated taxes
and EIC benefit©
Average quarterly income
from welfare and earnings ($) 4,154 4,106 48
Measured poverty® (%) 57.4 58.5 -1.1
I ncome sour ces
In last quarter of follow-up (%)
Earnings, welfare 39.2 25.1 14.1 ***
Earnings, no welfare 25.3 39.1 -13.8 ***
No earnings, welfare 20.2 20.0 0.2
No earnings, no welfare 14.8 15.3 -0.5

Sample size (total = 1,523) 761 762

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
Genera Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive messages,
and elimination of the 100-hour rule and work history requirement.

bMeasured poverty is defined as the percentage of families whose earnings plus welfare benefits are below
the official poverty threshold. The appropriate threshold is determined by the number of children in the family.
Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official
poverty rate.

“These estimates are calculated assuming that al eligible individuals received both the federal and the state
Earned Income Credit. Estimated payroll taxes and federal and state income taxes are also subtracted.
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Tableb.6

MFIP'sImpactson Marital Statusfor Two-Parent Recipient Families

I mpact?
Outcome (%) MFP AFDC (Difference)
Marital statusin month prior to interview
Married or cohabiting
Married and living with spouse 67.3 48.3 19.1 ***
Cohabiting with partner 135 22.8 03 *
Single
Divorced or separated 89 215 -12.6 ***
Divorced 24 55 -3.1
Separated 6.6 16.0 -9.5 **
Never married 10.3 7.5 28
Divorcerecordsas of January 2000
Married at random assignment and then divorced 6.1 12.6 -65*
Sample size (total = 290) 144 146
Marital statusin month prior to interview
for those married at random assignment
Married or cohabiting
Married and living with spouse 854 61.7 23.7 ***
Cohabiting with partner 15 6.7 -5.2
Single
Divorced or separated 124 29.9 -17.5 ***
Divorced 24 6.6 -4.2
Separated 10.0 233 -13.3 **
Sample size (total = 181) ) 91
Marital statusin month prior to interview
for those cohabiting at random assignment
Married or cohabiting
Married and living with spouse 40.1 29.0 111
Cohabiting with partner 294 47.8 -184
Single
Divorced or separated 48 8.3 -35
Divorced 33 3.0 04
Separated 15 5.4 -39
Never married 25.7 14.9 10.8
Sample size (total = 109) 54 55

SOURCES: MDRC calculations using data from the 36-month client survey and Minnesota's Family Court
public records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as *** = 1 percent; ** = 5 percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepanciesin sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive
messages, and elimination of the 100-hour rule and work history requirement.
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cohabiting or never married, in the morth prior to the 36-month interview.” MFIP significantly i+
creased the probability of being married and living with a spouse; 67.3 percent of the MFIP group re-
ported being married at the time of the 36-month interview, compared with 48.3 percent of the AFDC
group — a 19.1 percentage point, or 40 percent, increase. MFIP recipients in two-parent families
were sgnificantly less likdly to live with a partner (by 9.3 percentage points) and were sgnificantly less
likely to be divorced or separated (by 12.6 percentage points) compared with AFDC families. Mot of
the impact on divorce or separation was driven by the impact on separation; MFIP sgnificantly reduced
being separated or living apart from a spouse, by 9.5 percentage points, and it had a negative though
not sgnificant effect on being divorced.

Because recipients in MFIP two-parent families were either formally married or cohabiting at
study entry, MFIP s effects on divorce and separations could mean two things. (1) MFIP decreased the
incidence of new divorces or separations that occurred during the follow-up period among those who
were formally married, or (2) respondents who were divorced and cohabiting at study entry separated
during the follow~up period and, thus, were identified as divorced at the 36-month follow-up point
(even though a divorce did not actualy occur during the follow-up period). The bottom two panels of
Table 6.6 presents MFIP s effects on marital status separatdy for recipients who were formally married
a sudy entry and those who were cohabiting at study entry. These impacts show that MFIP increased
marriage among both groups, though the effects on increasing marriage and decreasing divorce or sepa-
ration were larger (23.7 and 11.1 percentage points, respectively) for the recipientsin two- parent fami-
lies who were formdly married a study entry. Thus, one effect of MFIP was to significantly increase
marital sability among two-parent recipient families.

Are MFIP s impacts on increasing marriage “red”? If o, then they are particularly striking, be-
cause, as will be discussed later, they are contrary to controversid findings from guaranteed income
programs like the NIT experiments, which suggest that increasing the income of low-income two- parent
families would aso incresse the likelihood of divorce or separation.?® Given the importance of these
findingsin light of prior controversid results and given the risk of biasin these findings due to misreport-
ing, a number of additiond andyses as wdl as data collection and fieldwork were conducted to confirm
MFIP simpacts on marriage.

As discussed earlier, MFIP may have increased marriage among two-parent recipient families
because of its financid incentives, which supported working two-parent families, or kecause of its
sreamlined eigibility rules, which reduced the incentive to split up as a means of continuing to receive
welfare benefits. That is, MFIP s effects on increasing marriage could be an artifact of underreporting
by AFDC recipients, most of whom were on AFDC-UP and subject to work restrictions, possibly cre-
aing an incentive to misreport their marita satus and thus preserve digibility for welfare benefits In
generd, a far amount of cycling exists between the AFDC-UP and AFDC programs, and it may be

%As shown in Table 2.4, approximately one-third of the sample of two-parent recipient families were not married
at the time of random assignment; that is, they were never married, divorced, or separated but were cohabiting.

%See Appendix G for a more detailed discussion of the NIT and a comparison of the MFIP evaluation with the
NIT experiments.
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assumed that some of this cydling is driven by families who misreport changesin marita status” Though
the evduation’s interviewers reassured respondents that the information they provided would be confi-
dentid, it is possble that the kind of misreporting that occurs in a wefare office dso could have oc-
curred in the survey.

Further andlyses of survey data show some evidence that marita status was not misreported.
MFIP s impacts on marriage and divorce or separation for two-parent recipient families were remarka-
bly conagtent for a number of subgroups: families with and without a spouse's earnings, with and with-
out a spouse who had a recent employment history, and across race/ethnicity categories (whites, blacks,
and others, including Asians). In addition, the effects o MFIP on marriage and divorce or separation
were examined for both respondents who reported that they were on welfare and those who reported
that they were not on welfare. This last comparison is nonexperimental but useful, because respondents
who were till on wdfare were theoreticdly the only ones with an incentive to misreport their maritd
datus. In fact, only one-third of the survey respondents reported being on welfare in the month prior to
the interview. Furthermore, MF P s effects on marriage and divorce or separation were smilar for re-
spondents who were on welfare and those who were not.

Program changes that affected the control group and that occurred during the survey period
may also be used to isolate the effects of MFIP s streamlined digibility rules on misreporting. Specifi-
cdly, in duly 1997, control group members who were on AFDC-UP were no longer subject to work
history requirements or the 100-hour rule, and they were notified about this change in June 1997. Thus,
because most control group families were on AFDC-UP, the timing of the survey interview can be used
to isolate those who were subject to the 100-hour rule from those who were not. Impacts on marriage
and divorce or separation were examined separately for the respondents who were interviewed before
June 30, 1997, and for the respondents who were interviewed after August 31, 1997 (to alow for at
least one month of trangtion). Impacts on marriage and divorce or separation for the early cohort were
amilar in magnitude to impacts for the later cohort, that is, regpondents who were no longer subject to
the 100-hour rule (not shown).

Analysis of Public Divorce Records. Despite the usefulness of evidence based on reandyss
of survey data, andyzing information from an objective source is the best method of confirming MFIP' s
effects on marital ability. Fortunately, marriages and divorces are of public record in Minnesota, and
these data provide a rdatively less intrusve and less expensve way to extend the follow-up period for
information about marital status past the 36 months of the survey. MDRC gaff traveled to Minnesota to
collect information about divorces for the subgroup of two-parent recipient families who were married
a random assgnment.”®

ZPreliminary analyses of the San Diego Saturation Work Initiative Model (SWIM) program in California suggest
that one-quarter to one-third of AFDC-UP families received AFDC payments within one year (Hamilton, 1995).

%Each county in Minnesota monthly updates public records of divorce decrees in the county where the divorce
is finalized, which is often the county of residence. The information is available through public-use computer termi-
nals in each county’s family court office. MDRC staff determined whether or not a divorce was documented for each
of the 181 two-parent recipient families in the survey sample who were married at the time of random assignment, in
nine counties (Anoka, Dakota, Hennepin, Mille-Lacs, Morrison, Ramsey, Sherburne, Todd, and Washington Coun-

(continued)
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The top pand of Table 6.6 presents the data from public divorce records and shows that MFIP
ggnificantly increased marita stability for up to five years after random assgnment. Two-parent recipient
families in MFIP who were married a random assgnment were 6.5 percentage points, or 52 percent,
less likely than AFDC families to have gotten a divorce. The difference in divorce rates among the re-
cipients who were married at random assgnment is large: 11 percent for those in MFIP families, com-
pared with 20 percent for those in AFDC families (not shown). These impacts imply two things. Frd,
they confirm the impacts observed from the survey data and suggest that misreporting did not bias them.
Second, these impacts imply that MFIP aso had a longer-term effect on marital sability. At the 36-
month point, the survey data show a amdl but Satigticdly inggnificant effect on divorce. The data from
public divorce records up to five years later suggest that MFP had a large and datistically sgnificant
effect on reducing the likeihood of divorce. The different impacts reflect both that some of the separa-
tions captured at the 36-month point eventually resulted in divorce and that some divorces occurred
after the 36-month point.

Visits with Caseworkers and Review of Case Files. In mid-February 2000, MDRC staff
a0 had meetings with 15 financia caseworkers in Dakota and Hennepin Counties to discuss marriage,
misreporting of family composition, and welfare programs for two-parent recipient families. These finan-
cid casaworkers were familiar with pre- TANF welfare programs, with the MFIP fidd trids, and with
the current statewide program (MFIP-S). In addition to these meetings, MDRC gaff reviewed selected
case files to assess whether and how changes in family composition were confirmed and documented.

The financial casaworkers agreed that misreporting about the presence or absence of a spouse
or partner is quite common. They asserted that low-income families generdly believe that they are not
digible for wdfare if the father of the child is living in the household. In most cases, however, mothers
who lie about the father’ s presence in the household are caught. The caseworkers said that the following
clues often point to misreporting: the mother claims that she does not know the address of the father, the
father is not found in the child support system or the mother has not filed for child support, anew child is
added to the case and the father is identified on the birth certificate, the family’s rent is greater than its
reported income, or the father answers the phone or records his voice on the answering machine. Fraud
referral — the use of an independent person in the welfare department to check on the vdidity of awel-
faredam — is frequently used to confirm whether or not a father is in the household. The financid
casaworkers dso mentioned that they frequently spent part of their day handling anonymous complaints
about fraud.

These discussions were consstent with a review of seven case files documenting changes in
family compostion. These case files showed that fathers commonly cycled in and out of the household
and that, more often than not, such cycling eventudly led to a father's permanent dsence from the
home. Proof of his permanent absence took such forms as a divorce decree and records of child sup-
port payments.?

ties), seven of which are included in the MFIP evaluation. Random assignment occurred between April 1994 and May
1996, and the 36-month survey period was from April 1997 to May 1998. Information about the divorce decrees was
collected the week of February 22, 2000, and thus represents a measure of marital status for up to five years after ran-
dom assignment.

“For example, Mother X was married in June 1990; she claimed to be separated in July 1991, according to an affi-
davit; in May 1993, the father was found in the home viafraud referral services; in June 1993, the father was deemed
back in the household; then, in December 1994, Mother X claimed to be separated again and filed for child support.
As of February 2000, no further evidence existed to suggest that the father had returned to the home.
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How Did MFIP Increase Marital Stability? There are two competing hypotheses to explain
how MHFP might have improved maritd sability. The firg is that MFIP' s financid incentives helped
support working families by alowing them to keep more of their welfare berefits, which decreased
drain within a marriage. The second hypothesis is that MFP s streamlined digibility rules (thet is, no
100-hour rule or work requirements) aso supported two-parent working families by alowing them to
combine welfare and work, which led to extended time on welfare. In an effort to isolate whether or not
MHP s streamlined digibility rules per se increased marriage, MFIP s impacts on marriage and divorce
were examined for a subgroup who were most likely to be affected by the 100-hour rule and work re-
quirements. large families on AFDC. Families with alarge number of children were more likely to come
up againg the 100-hour rule redtrictions and risk losing AFDC benefits. Two- parent families with many
children may have found it difficult to make enough income working part time a a low-wage job, and
because their AFDC grants were larger than other families, they were less likely than other familiesto be
removed from wefare Smply due to increased earnings. It was found that MFIP was as likely to in-
crease marriage and decrease divorce for families with fewer than three children (an 18.4 percentage
point impact on marriage and a -11.2 percentage point impact on divorce or separation) asfor families
with three children or more (an 18.4 percentage point impact on marriage and a-12.9 percentage point
impact on divorce or separation). Thus, even though some portion of the control group may not have
been on AFDC-UP, these impact findings are large enough to provide some evidence againgt the hy-
pothesis that streamlined digibility rules were primarily responsible for MFI P simpacts on marita stabil-
ity.

Results from other experimenta and nonexperimental studies can inform how MFIP dfected
marital stability. With the Family Support Act of 1988, Congress authorized a set of Sate experiments
to dter the 100-hour rule. Three states — Cdifornia, Utah, and Wisconsn — responded to this ar
thorization. If implemented properly, these state studies would have provided pure tests of diminating
the 100-hour rule. The results from Wisconsn and Cdifornia suggest that the experiment increased
marital stability, whereas the results from Utah suggest that the experiment did not sgnificantly affect
marita gability. Unfortunately, a number of flaws in implementation and design suggest thet the results
from these sate studies are inconclusive.™

Findings from the largest Negative Income Tax (NIT) experiment — the Seettle/Denver Income
Maintenance Experiment (SME/DIME) — suggest that a guaranteed income increased marital instabil-
ity for black and for white two-parent families® The effects on marita instability were most prominent
with lower guaranteed income amounts. This is contrary to the hypothes's that increased income i+
creases the sdf-sufficiency of one parent and thus may lead to maritd breakup. An dternative hypothe-
gsistha marita dissolution may have been caused by nonmoretary factorsin SME/DIME. In particu-
lar, to continue receiving a guaranteed income after dissolution of the marriage, experimenta group
members experienced fewer transaction costs than control group members, though their guaranteed in-
come was a0 less, that is, even when single, they could continue to receive a guaranteed income by
default. In comparison, control group members whose marriage dissolved had to regpply and recertify

®Bijrnbaum and Wiseman, 1996.
*Groeneveld, Tuma, and Hannon, 1980; Hannan, Tuma, and Groenveld, 1978.
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their public assstance digibility. Some of the origind findings did not hold up in areandyss that sepa-
rated families with children from those without children and that examined marital stability over alonger
period.* Findings from a more recent study of the California Work Pays Demonstration (CWPD) sug-
gest that a $100 reduction in base benefits induced a 10-point increase in marita  dissolution among
two-parent families a random assignment.® The author suggedts that marital instability was related to
higher levels of wedfare benefits.

Nonexperimenta research has adso found no relationship between the presence of state AFDC-
UP programs and marital stability* and that the effects of the Earned Income Credit (EIC) on marriage
are relatively smdl. Based on data on married and unmarried femaes, smulated effects of the EIC ex-
pansons on marriage suggest that the EIC would raise marriage rates by 1 percentage point for the
lowest-income families ($10,000 to $15,000) and would reduce marriage rates by 0.4 to 0.8 percert-
age points for middle-income families ($25,000 to $50,000).%

In summary, the evidence is mixed about the effects of welfare benefits and income on marital
gability. Although MFIP s impacts on maritd stability are not a result of misreporting, both the 100-
hour rule and streamlined digibility rules in generd likdy hep working two-parent families to Say to-
gether. For example, casaworkers in Hennepin County overwhemingly agreed that MF P s streamlined
dighility rules “legitimized” two-parent families on wefare and, therefore, decreased misreporting as
well as alowed the families to stay together. These caseworkers aso agreed that MFIP helped two-
parent families* get through rocky times”

F. MFIP'sEffects on the Sour ces of | ncome and on New M easures of Total | ncome

Impact results on two- parent recipient families' income composed of the earnings of both par-
ents and welfare receipt are presented in Table 6.5. These impacts show no significant differenceinin-
come between MFIP families and AFDC families. The impact results on marital atus (Table 6.6) sug-
gest that asgnificant portion of the AFDC group were no longer a“two-parent family” at the time of the
interview; that is, according to the survey, 21.5 percent were divorced or separated. Despite these
changes in maritd gatus, the prior andyses include the earnings of the “other” parent and assume that
the family stayed together throughout the follow-up period. Consequently, the leve of family income
during the follow-up period is inflated, particularly for families in the control group, who were more
likely to split up.*®

Table 6.7 presents MFI P s impacts on income and sources of income for two- parent recipient
families in the month prior to the interview, as reported on the survey. Data on dl sources of income in
the prior month give a snapshot of information about the contribution of the partner or spouse to total,

¥Cain and Wissoker, 1990.

*Hu, 1998.

#Winkler, 1995

®Eissaand Hoynes, 1999.

¥Because marital status information is available only for the survey sample, the exact proportion of two-parent
families who stayed together during the follow-up period according to the administrative records datais unknown.
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Tableb.7

MFIP's Impacts on Income and | ncome Sour ces for
Two-Parent Recipient Families

Impact®
Qutcome MFIP AFDC  (Difference)
Income reported on the survey
Income in previous month
from earnings and welfare (%) 889 812 76
Income in previous month
from all sources ($) 1,886 1,599 286 *
Percentage with income source
Own earnings 56.1 51.5 4.6
Earnings of other members 57.3 42.6 14.7 **
Child support 7.1 105 -34
Public assistance 55.7 479 7.8
Any other income 20.0 21.7 -1.8
Amount of income source ($)
Own earnings 553 560 -7
Earnings of other members 758 592 166
Child support 8 22 -13 *
Public assistance 339 237 102 **

Sample size (total = 290) 144 146

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records
and the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family
General Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Sample size may slightly vary for each outcome variable.

Rounding may cause dight discrepancies in sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive messages,
and elimination of the 100-hour rule and work history requirement.
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family income. The weakness in these measures of income is that they may not reflect long-term avail-
ability of resources. According to the survey measures of current income, MFIP families had $286 per
month more than AFDC families, and earnings from a partner or spouse contributed to just over half this
increase ($166). These results suggest that because MFIP encouraged two-parent families to stay to-
gether, MHP families were more likely to have higher levels of totd family income than AFDC families.
These results dso suggest that, in addition to the increase of welfare benefits MF P sincrease in marita

gability and in the financd contributions from spouses might have contributed to the decrease in

women's earnings.

The firg pand of Table 6.8 presents MFIP s impacts on average quarterly income from earn-
ings and welfare for the survey sample, adjusting for the contribution of Soouses earnings among recipi-
ents who were separated or divorced at the 36-month point. Because the actua timing of the separa-
tions or divorces is unknown, estimates are presented under two different assumptions. (1) thet dl the
separations or divorces occurred during the last quarter of follow-up or (2) that they occurred evenly
throughout the follow-up period.®” When spouses’ earnings are excluded for recipients who divorced or
separated, MFIP had a sgnificant impact on income from earnings and welfare, even using the more
conservative second assumption.

The second panel of Table 6.8 presents adjusted impacts on average quarterly income from
earnings and welfare for the entire sample of two-parent recipient families. Because survey information
about marital status was not collected for the full sample, these analyses aso assume that separations or
divorces occurred randomly for 11 percent of the experimental group and for 20 percent of the control
group.® Under the assumption that the timing of separations or divorces occurred evenly throughout the
fallow-up period, MFIP sgnificantly increased average quarterly income from earnings and welfare for
the full sample of two-parent recipient families: by $181 in year 1, $165 in year 2 (not significant), and
$317 in the last quarter of follow-up. Using this measure of income, MFIP dso significantly reduced
poverty for two- parent recipient families.

G. MFIP's Effects on Other M easur es of Family Well-Baeing

Data from the 36-month client survey were used to congtruct a number of other measures of
family well-being.* MFIP's impacts on these outcomes for two-parent recipient families are presented
in Table 6.9.

Material Hardship. The first pand of Table 6.9 shows outcomes designed to capture recipi-
ents perceptions of financid strain and materid hardship. The first measure is a mean score on a scae

¥Based on information about the dates of finalized divorce decrees in public records, approximately 29 percent of
divorces were finalized from 1994 to 1996, 46 percent were finalized in 1997 and 1998, and 25 percent were finalized in
1999. These data provide some evidence to support the assumption that separations or divorces occurred evenly
throughout the follow-up period.

*The survey sampleis representative of the full sample of recipients. See Appendix D.

*These are the main outcomes. Other outcomes — such as measures food security, perception of quality of
neighborhood, and household composition — were created and analyzed but not reported. MFIP generally did not
affect these other outcomes. However, consistent with MFIP' simpact on marriage, MFIP did increase household size
and decrease the likelihood of living with unrelated adults.
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Table 6.8

MFIP'sImpacts on Average Quarterly Income for Two-Parent Families,
Adjusting for Marital Stability and the Timing of Separations

Assume Couples Account for Separation/
Stay Together Divorce During Follow-Up
Separation/Divorce Occurs  Separation/Divorce Occurs
Only in the Last Quarter Evenly During Follow-Up
I mpact® Impact® Impact®
AFDC (Difference) AFDC (Difference) AFDC (Difference)
Survey Samplewith Actual
Matching of Separation/Divorce
Average quarterly income
Average quarterly income
from welfare and earnings (%)
Year 1 3,993 135 3,993 135 3,919 187
Year 2 4,239 319 4,239 319 3,969 535 *
Year 3 (1 quarter) 4,449 506 4,123 763 ** 4,123 763 **
Sample size (total = 290) 145

Administrative Records Sample
Randomly Assigning Separation/Divorce

Average quarterly income

Average quarterly income
from welfare and earnings ($)

Year 1 3,833 114 3,833 114 3,690 181 *
Year 2 4,187 -49 4,187 -49 3,819 165
Year 3 (1 quarter) 4,359 42 3,987 287 * 3,888 317~

Quarterly averages during
thefirst 10 quarters

Income from earnings and welfare ($) 4,106 48 4,007 61 3,769 189 *
Measured povertyb (%) 58.5 -1.1 70.6 -4.5 **
Sample size (total = 1,523) 762

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and the 36-month
client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small
percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsareindicated as*** =1
percent; ** =5 percent; * = 10 percent.

Welfare benefits are defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General
Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.

Sample size may dlightly vary for each outcome variable.

Rounding may cause dight discrepanciesin sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive messages, and
elimination of the 100-hour rule and work history regquirement.

bThe poverty rate is calculated as the percentage of sample members whose incomes from earnings and benefits are below
the poverty line. This measure of poverty is not comparable to the official poverty rate, since income does not include income
from other sources.
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Tableb.9

MFIP's I mpactson Family Outcomesfor Two-Parent Recipient Families

I mpact?

Qutcome MFIP AFDC (Difference)
Material hardship
Perceptions of financial strain 2.8 2.8 -0.1
Index of material hardship 1.6 1.7 -0.1
Own home (%) 37.0 18.0 18.9 ***
Public or subsidized housing (%) 18.9 235 -4.6
Other housing (%) 44.2 58.5 -14.3 **
Married and own home (%) 33.3 12.7 20.6 ***
Residential moves
Number of times moved
since random assignment (%)

None 35.8 31.4 4.4

Once 34.9 255 94

Two or moretimes 28.7 43.1 -14.4 ***
Reasonsfor moving
Better housing (%) 29.1 20.4 8.7
Bought home (%) 9.2 4.2 51*
Employment or job (%) 2.2 5.3 -31
Subsidized housing (%) 2.2 3.6 -14
Evicted or forced out (%) 111 14.7 -35
Personal reasons (%) 101 20.7 -10.6 **
Health insurance coveragein prior month
Respondent has health coverage (%) 86.1 73.7 124 **
Respondent on Medicaid or MinnCare (%) 67.0 50.4 16.7 ***
Respondent has private insurance (%) 20.2 26.8 -6.5
Had continuous health coverage

over the 3-year follow-up (%) 67.6 61.8 5.8
Children have health coverage (%) 84.4 78.2 6.2
Children on Medicaid (%) 68.1 57.0 111*
Children have private insurance (%) 23.0 26.4 -34
Spouse has health coverage (%) 65.6 43.7 21.9 ***
Spouse on Medicaid (%) 47.5 27.6 19.9 ***
Spouse has private insurance (%) 20.6 18.3 2.3
Sample size (total = 290) 144 146

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Stetistical significance levels are
indicated as*** = 1 percent; ** = 5 percent; * = 10 percent.

Sample size may slightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

#The difference is the impact of the financial incentives, mandatory services, reinforced incentive
messages, and eimination of the 100-hour rule and work history requirement.
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ranging from 1 to 4, with a higher score indicating grester perceptions of financid srain. The scde in-
cludes such items as “My financid Stuation is better than it's been in along time” and “I worry about
having enough money in the future.” The second measure is a sUmmary score on a scae ranging from O
to 7, with a higher score indicating a greeter level of materid hardship; the scale includes such items as
not being able to pay hills and being evicted. MFIP did not significantly affect two- parent recipient fami-
lies materid hardship as measured by the two summary scores.

In addition to the two scales of materid hardship, three variables in Table 6.9 depict the housing
datus of two-parent recipient families. Some owned their homes. Public or subsidized housng means
that the house was owned or operated by aloca housing authority or other government agency or that
the family paid less rent because of government hdlp. “ Other housing” includes renting, living with family
or friends (whether paying rent or not), living in agroup shelter, or living in some other housing arrange-
ment. The mgority of two-parent AFDC families (58.5 percent) lived in other housing, most of which
was rented or leased. Compared with them, MFIP families were significantly less likely to live in other
housing (a 14.3 percentage point cecrease) and sgnificantly more likely to live in homes that they
owned (an 18.9 percentage point increase).

Just as family income was increased by MFIP's effects on maritd stability, another possible
spillover effect of improving maritd stability may have been to increase the likelihood that two- parent
recipient families owned their home. In support of this, the next outcome in Table 6.9 shows that MFIP
sgnificantly increased the likelihood of being married and owning a home — by 20.6 percentage points,
or more than double the percentage of AFDC families. Or AFDC families may have been more likely to
lose their home, because they were more likely to divorce or separate or because they did not receive
MFIP s bendfits. Both MFIP's financid incentives and its influence on marita stability may have d-
fected home ownership. For example, one financid worker told about a two- parent family who wanted
to buy a home and gave this worker’ s name to the mortgage company as areference for loan approval.
The mortgage company wanted a guarantee that the family would continue to receive MF P benefitsin
the future, and though the financia worker could not guarantee this, the family did get the mortgage.
They 4ill own their home.

Residential Moves. The second panel of Table 6.9 shows MFIP s impacts on resdentia
mohbility since the time of random assignment. Of AFDC two-parent families, 31.4 percent did not
move; MFIP families were sgnificantly more likely to move, but only once. Since random assignmernt,
43.1 percent of AFDC families moved twice, compared with only 28.7 percent of MFIP families— a
datigtically sgnificant decrease of 14.4 percentage points. There are two possible explanations for these
impacts. Either MFIP encouraged residential moves from leased or rented housing into private homes,
or AFDC families moved from private homes into leased or rented housing (and they moved more than
once).

The 36-month client survey asked respondents who had moved to give the primary reason for
their move. The third pand in Table 6.9 categorizes the reasons why two-parent recipient families
moved. These outcomes are experimental measures; that is, respondents who did not move or who did
not move for one of the cited reasons were counted as zero. AFDC families who moved did so primar-
ily for persona reasons or for better housing. The impacts show that, compared with AFDC families,
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MFIP dgnificantly increased the likelihood of moving ether to attain better housing (by 8.7 percentage
points, or 43 percent) or to purchase a home (by 5.1 percentage points, sgnificant a p-vaue = 0.10).
MFIP aso sgnificantly decreased the likelihood of moving for persond reasons (by 10.6 percentage
points, or 51 percent).

Health Insurance Coverage. The bottom pand of Table 6.9 shows MFIP's impacts on
hedlth insurance coverage and its type in the month prior to the 36-month interview for each of the par-
ents and for children in two-parent recipient families. Parents and children in MFIP were sgnificantly
more likely to have been covered by hedth insurance, particularly Medicaid or MinnCare, compared
with parents and children in AFDC.*® While 78.2 percent of children in AFDC families had hedlth insur-
ance coverage just prior to the interview date, 84.4 percent of children in MF P families were covered,
and MFIP children were sgnificantly more likely to have been covered by Medicaid or MinnCare.
There were no differences, however, in the continuity of coverage for the respondents. The most striking
difference is in the coverage of spouses or partners; only 43.7 percent of spouses or partnersin AFDC
families had hedth insurance coverage, compared with 65.6 percent in MFIP families. Because MFIP
encouraged combining work with wefare, it is not surprisng that two-parent recipient familiesin MFIP
were sgnificantly more likely to have been covered by public than by private insurance.

H. MFIP’ s Effectson Child Wedl-Baeng

An antipoverty program’s impacts on employment and maritd stability may have important im-
plications for children in low-income two- parent families. Children may benefit from antipoverty initia-
tives that help two-parent families stay together or that subsidize the employment of a parent who may
then spend more time with the children & little or no cost to tota family income. In addition, it is more
complicated to negotiate child care arrangements when both parents are employed, because, on aver-
age, two-parent recipient families have more children than sngle-parent recipients. Overal, MFIP may
have benefited children in two-parent recipient families by improving maritd stability and by reducing the
work effort of a least one parent, at the same time maintaining the family’ slevel of income.

Research suggests that children Bre better in two-parent than in single-parent families on a
number of outcomes, such as achievement test scores and high school completion,** and that school-age
children who are not supervised are at greater risk of receiving poor grades and of engaging in risk-
taking behavior such as substance abuse.* The MFIP 36-month dlient survey collected selected infor-
mation about schooling for children of two-parent families, and an andysis of these outcomesisincluded
as an gppendix in Volume 2.* These results suggest that, on some sdected aspects of schooling, chil-
dren in MFIP two-parent recipient families fared amilarly to children in AFDC families. Unfortunately, a
more complete portrait of the well-being of these children — including a larger sample and a broader
range of outcomes— is not available.

“*The proportions covered by Medicaid or MinnCare and by private insurance do not add up to the total propor-
tion covered by health insurance because some families used both Medicaid or MinnCare and private insurance.

“ISee, for example, Gennetian, 1999; McLanahan and Sandefur, 1994.

“Dwyer et al., 1990; Petit, 1997.

* Gennetian and Miller, 2000.
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V. Effects on Two-Parent Applicant Families

The discussion turns now from MFP's effects on two-parent recipient families to its effects on
two-parent families who were applicants for welfare assstance at the time of random assgnment.** Ta-
ble 6.10 presents impacts on their employment, earnings and welfare receipt. Unsurprisingly, the em
ployment rates for both women and men agpplicants were much higher than for recipients. MFP did not
affect the employment of women in two- parent gpplicant families, but it did significantly affect their aver-
age quarterly earnings during year 2 of follow-up; women in MFIP families had sgnificantly lower earn-
ings than women in AFDC families. For men in two-parent gpplicant families, MFIP had no sgnificant
effect on employment or earnings. MF P dso did not sgnificantly affect the likdihood that either parent
was employed or the likelihood that both parents were employed during the follow-up period.

The second pand of Table 6.10 presents impacts on welfare receipt for two-parent applicant
families. MFIP families were more likely to recaive wdfare and to recelve a higher amount of benefits
than AFDC families, athough the increase in welfare receipt dropped off by year 2 of follow-up. Two-
parent gpplicant families in both groups were not likely to stay on wdfare for long; the mgority were no
longer receiving benefits by the end of the follow-up period (only 29.2 percent of MFIP families and
20.6 percent of AFDC families were il receiving benefits). Of those AFDC families who were recelv-
ing wefare benefits during the last quarter of follow-up, over one-third were receiving Food Stamp
benefits only (not shown).

Table 6.11 presents MFIP' s impacts on income and poverty for two-parent goplicant families.
Those in MHP had a dightly higher level of income during year 1 of follow-up, largely due to increases
in welfare income, and they were sgnificantly less likely than AFDC families to be below the poverty
line— by 7 percentage points (not shown). MFIP had little effect on income or poverty during year 2
of follow-up and had no effect on combining welfare and work. Because of small sample szes, other
outcomes that could be consgtructed only from the survey data were not analyzed.

VI. Concluson and Review of Other Antipoverty and Welfare Programs
for Two-Parent Families

MHP's effects on employment and earnings for two-parent families were very different
from its effects on single- parent families. For two- parent recipient families, MFIP decreased or delayed
the employment of one parent, which resulted in decreased total family earnings. MFIP increased mari-
ta sability, however, and because these families were more likely than AFDC two-parent families to
have a second earner in the household, they had sgnificantly more total family income. These results
differ from MFIP s effects on single-parent recipients, primarily because single mothers responded dif-
ferently to MFIP than mothers in two-parent families. Whereas mothers in two-parent recipient families
were more likely to respond to MFIP s incentives by delaying entry into enployment or reducing their

“Appendix Table F.2 presents participation impacts using administrative records data for women and men in
two-parent applicant families. M FIP had no significant impact on participation for these families.
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Table 6.10

MFIP's I mpacts on Employment, Earnings, and Welfarefor Two-Parent Applicant Families

Women Men Families
I mpact? Impact® Impact?
Outcome MFIP AFDC (Difference) MFIP AFDC (Difference) MFIP AFDC  (Difference)
Employment and earnings
Average quarterly
employment rate (%)
Year 1 48.3 48.7 -04 63.4 65.9 -2.5 78.3 781 0.2
Year 2 51.7 52.9 -1.3 62.9 65.5 -2.6 78.2 79.0 -0.7
Year 3 (1 quarter) 55.9 54.1 18 63.9 61.5 24 81.0 o 34
Average quarterly earnings (%)
Year 1 1,187 1,315 -128 2,400 2,555 -156 3,587 3,870 -283
Year 2 1,481 1,747 -266 * 2,841 3,186 -345 4,323 4,933 -611 **
Year 3 (1 quarter) 1,712 1,818 -106 3,162 3,392 -231 4,873 5,210 -337
Welfarereceipt
Average quarterly
receipt rate (%)
Year 1 56.5 43.6 12,9 ***
Year 2 32.7 270 57 *
Year 3 (1 quarter) 29.2 20.6 8.6 ***
Average quarterly benefits ($)
Year 1 1,039 580 459 ***
Year 2 597 332 265 ***
Year 3 (1 quarter) 501 246 255 ***
Sample size (total = 733) 348 385

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the small percentage who were receiving or
applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated as*** = 1 percent; ** = 5 percent; * =
10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General Assistance, or MFIP. Average welfare
benefits are the sum of benefits from any of these sources.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive messages, and elimination of the 100-hour rule and
work history requirement.



Table6.11

MFIP's Impacts on Income and Poverty for Two-Parent Applicant Families

Impact?
Qutcome MFIP AFDC  (Difference)
Average quarterly income
Average quarterly income
from welfare and earnings ($)
Year 1 4,626 4,450 176
Year 2 4,920 5,265 -345
Year 3 (quarter 1) 5,374 5,456 -82
Income and poverty in
second vear of follow-up
Average quarterly income
from welfare and earnings ($) 4,920 5,265 -345
Measured poverty® (%) 42.1 38.2 4.0
Income and poverty in second
year with estimated taxes
and EIC benefit©
Average quarterly income
from welfare and earnings ($) 4,584 4,757 -173
Measured poverty® (%) 36.0 35.2 0.8
I ncome sour ces
In last quarter of follow-up (%)
Earnings, welfare 19.5 16.2 3.3
Earnings, no welfare 55.0 58.9 -3.9
No earnings, welfare 6.2 4.3 19
No earnings, no welfare 17.1 18.4 -1.3

Sample size (total = 733) 348 385

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings
records and public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996,
excluding the small percentage who were receiving or applying only for Food Stamps at random
assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels
areindicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may dightly vary for each outcome variable.

Rounding may cause dight discrepanciesin sums and differences.

aThe difference is the impact of the financial incentives, mandatory services, reinforced incentive
messages, and eimination of the 100-hour rule and work history requirement.

PMeasured poverty is defined as the percentage of families whose earnings plus welfare benefits are
below the official poverty threshold. The appropriate threshold is determined by the number of children in
the family. Because the measure of income used here includes earnings, cash welfare, and Food Stamp
benefits but does not include income from other sources, the measured poverty rate presented here is not
comparable with the official poverty rate.

‘These estimates are calculated assuming that all eligible individuals received both the federal and
state Earned Income Credit. Estimated payroll taxes and federal and state income taxes are also
subtracted.
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work effort, mothers in angle-parent recipient families were more likely to participate in employment-
related services and to enter employment and work full time.

The results from the MF P evauation contribute to emerging findings from nonexperimenta and experi-
menta studies of two-parent families that have focused on two outcomes of antipoverty policies: labor
supply and marital stability. The Earned Income Credit (EIC) is the most widespread antipoverty policy
currently available to two-parent families. With a few exceptions, the literature reports that financid in-
centives to work, such as tax credits and earned ncome disregards, generdly reduce labor supply
among mothers in two-parent families but increase it anong mothers in sngle-parent families. The d-
fects of these policies on maritd stability are inconclusive. For example, no documented relationship has
been found between AFDC-UP or AFDC and marital stability,* athough there is some evidence of a
relationship between marita ingtability and enhanced income initiatives such as the Negative Income Tax
(NIT) experiments and the EIC.*® The results from the MFIP evaluation suggest that enhancing income
via employment may dlow married couples to ay together, to negotiate joint employment decisions,
and to maintain aminimal leve of family income.

*Hoffman and Duncan, 1995; Winkler, 1995,
“Groeneveld, Tuma, and Hannon, 1980; Eissaand Hoynes, 1999.
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Chapter 7
Benefit-Cost Analysis

The preceding chapters showed that, for a Sgnificant part of the welfare population, the Minne-
sota Family Investment Program (MFIP) increased employment and family income, reduced depend-
ence on welfare as the sole source of income, and improved other family outcomes. What did it cost to
produce those effects? To provide an overdl picture of MFIP s effectiveness for different types of fami-
lies, this chapter assesses the program’ s costs and the gains it produced.

The earlier chapters presented those effects of MFIP that can be directly mesasured for individ-
ua sample members. This chapter compares the program’s net benefits and codts, including drectly
measured effects as well as additiona effects that are estimated for the purpose of the benefit-cost
andyss. Outcomes that are directly measured include earnings, wefare benefits, and indicators of family
and child well-being. Outcomes that are estimated include tax payments, fringe berefits, and the cost of
operating the program’s employment and training services. Thus, the andys's draws on information both
from preceding chapters and from other sources, such as state fiscal records, to give a comprehensive
account of the program’s benefits and costs. These gains or losses from the effects of MFIP are a5
sessad from the perspectives of the groups and ingtitutions most directly affected in Minnesota: the wel-
fare sample, the government budget, taxpayers (who are not members of the welfare sample), and soci-
ety asawhole.

The bendfit-cost estimates and the analysis in this chapter are designed to answer the following
questions:

From the perspective of familiesin the program, did MFIP result in net gains or net
losses?

From a budgetary standpoint, did MFIP result in net costs or net savings?

From the perspective of taxpayers, were MFIP s net costs and savings accompa-
nied by the achievement of key goas, such asincreased employment and reduced
poverty among families in the program?

What are MFIP s benefits and costs to society as awhole?

How do MFIP s benefits and costs vary for different types of families?

l. Summary of the Findings

Table 7.1 provides a summary of the benefit-cost results for the sx subgroups in the MFP
evaduation. The top two pands summarize the financid results of MFIP. They present the net financid
gans or losses to the welfare sample, the government budget, taxpayers, and society as awhole. These
results are expressed per family, and they show only the net increase or decrease compared with the
Aid to Families with Dependent Children (AFDC) system that MFIP replaced. The first panel presents
a summary of the totd results for five years, and the second pane presents average
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Table7.1

Financial and Nonfinancial Gains and L osses per MFIP Group Member,
by Subgroup and Accounting Per spective (in 1996 Dallars)

Single-Parent Single-Parent
Long-Term Recipients Recent Applicants Two-Parent Families

Perspective Urban Rural Total® Urban Rura  Tota? Recipients Applicants
Total financial gains and losses
over fivevears
Welfare sample 10,222 9,301 9,891 5967 10477 7,762 6,855 521
Government budget -8,465 -12,068 -9,762 -8,122 -11,912 -9,630 -19,147 -12,762
Taxpayers -8,678 -12,113 -9,915 -8111 -12,008 -9,662 -18,669 -12,173
Society 1,545 -2,812 -24  -2144 -1531 -1,900 -11,814 -11,652
Total financial gains and losses
expressed annually
Welfare sample 2,044 1,860 1,978 1193 2095 1,552 1,371 104
Government budget -1,603 -2414 -1,952 -1624 -2,382 -1,926 -3,829 -2,552
Taxpayers -1,73¢€  -2423 -1,983 -1622 -2402 -1,932 -3,734 -2,435
Society 309 -562 -5 -429 -306 -380 -2,363 -2,33C
Non-financial effects over observation
period (from welfar e sample per spective)®
Work, welfare, and income per quarter®
Percentage with income below poverty a B a a a B B 0
Percentage working - - - - - - 0 0
Welfare use

Percentage recelving welfare - - - - - - - -

Percentage relying solely on welfare - B - a 0 B 0 0
Other family outcomes
Continuous health coverage® (%) - 0 - - - - 0 n/a
Homeownership® (%) 0 0 0 0 0 - n/a
Mother currently married
and living with spouse® (%) 0 0 - 0 0 0 - n/a
Time spent out of the homé - 0 - - 0 - 0 n/a
Child environment and child well-
being (measured for families
with children age 2-9)9 - n/a n/a 0 n‘a n/a n‘a n/a

(continued)
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Table 7.1 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public assistance benefit
records, the 36-month client survey, state and federal tax codes, aggregate fiscal data, and county child care payment records.
Refer to previous chapters of this report and to Volume 2 (Gennetian and Miller, 2000).

NOTES: The arrows on thistable reflect positive and negative statistically significant effects. Outcomes indicated as n/a are not
measured. A more in-depth explanation of these impacts can be found in previous chapters of this report and in Volume 2.

aTotal gains and losses were estimated as a weighted average of urban and rural results, based on urban and rural proportions
in total caseloads of the seven field trial counties.

bAverage quarterly during the follow-up period.

¢Percentage who had continuous health insurance coverage from random assignment through time of the 36-month survey.

dPercentage who owned their home at the time of the 36-month survey.

ePercentage married and living with spouse at the time of the 36-month survey.

"Measured on 36-month survey as average hours worked per week in current or most recent job. For two-parent families,
measured only for the survey respondent (usually the mother).

9Summary of full MF P impacts on domestic abuse and on behavior and school outcomes for children age 2-9 at random
assignment. For urban long-term recipients, MFIP produced statistically significant impacts on domestic abuse and on children’s
behavior and school performance. For urban recent applicants, MFIP produced few statistically significant impacts on child well-
being. For single-parent familiesin rural counties and for two-parent families, the results are not reported due to small sample
sizes.
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annua results over the five years. The bottom three panels of Table 7.1 illugtrate the nonfinancid effects
of the program based on measured outcomes described in earlier chapters. The symbol (- ) denotes a
datigticaly significant increase, the symbol () denotes a datisticaly significant decrease, and the sym-
bol (0) denotes outcomes that were not affected by the program. The conceptua approach of the bene-
fit-cost andyss and the results presented here are discussed in detail later in the chapter.

For almost all the groups, MFIP produced substantial net financial gains,

ranging from $1,200 to $2,100 per year per family over five years. Such
gans are unusud among other types of wdfare-to-work programs and were mostly
induced by MFIP s financia incentives. As would be expected, MFIP aso cost
more than the typica wefare-to-work program; depending on the group, MFIP
cost between $1,600 and $3,800 per year per family, over and above the costs of

the welfare programs that it replaced. Most of the increase in costs is made up of

increased welfare benefits and associated Medicaid costs to support working fami-
lies.

MFIP was most efficient at increasing the financial well-being of single-
parent long-term recipients, with MFIP families gaining about a dollar for

every dollar spent on the program by taxpayers. The program achieved some
of itslargest financia gains for these families (about $2,000 per year over five years)
and added a smilar amount to government costs. Other important impacts include
increased employment, reduced total reliance on welfare, and reduced poverty. For
angle-parent long-term recipients in the child sudy (those in urban counties with

young school-age children), MFIP improved children’s environments (by reducing
domestic violence), and it improved child well-being.*

For single-parent families who were recent applicants, MFIP was a rela-
tively efficient way to transfer income. Economists have estimated that transfer
programs may require as much as $1.50 in spending for each $1 gained by fami-
lies® In comparison, for each $1 of financid gains to single-parent families who
were recent gpplicants, MFIP cost taxpayers about $1.24. The net gains for those
families were about $1,550 per year over five years, while the net costs to taxpay-
ers and the government budget were about $1,930 per year over five years.

For both sngle-parent long-term recipients and recent applicants, the pro-
gram’s patterns of benefits and costs differ between urban and rural coun-
ties. Long-term recipients experienced smilar financid gains whether they lived in
urban or rurd counties (about $1,900-$2,000 per year per family). However, the
program cost more in rurd counties — about $2,400 per year compared with
$1,700 per year in urban counties. For recent applicants, the program produced

"V olume 2 of thisfinal MFIP report presents the outcomes from the child study; see Gennetian and Miller, 2000.
*See Burtless, 1987.
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larger financid gains for families in rurd counties, and it dso added more to gov-
ernment costs in those counties.

For two-parent recipient families, MFIP produced a financial gain of about
$1,400 per year per family over five years. It also produced some dramatic
nonfinancial effects (a decreasein the work effort of second wage-earners,
substantially improved marital stability, and increased homeowner ship).
However, MFIP cost morefor thisgroup than it did for other groups— add-
ing about $3,800 per family per year to government costs, relative to the
cost of the welfare programs it replaced. As explained in Chapter 6, MFIP cost
more for two-parent recipient families because many of these parents would have
worked even in the absence of MFIP; the program led to greater use of financid in-
centives and to increases in welfare cogs. (Note that because the child study fo-
cuses on single-parent families, MFIP' s effects on measures of family and child
well-being — such as domestic abuse and various child outcomes — were not
measured for two- parent recipient families)

For two-parent applicant families— the group most likely to leave welfare
on ther own — MFIP brought only small financial gains. It also increased
costs to the government by $2,500 per year per family over five years. Be-
cause of amdl sample szes, few of the nonfinancid effects of MFIP were measured
for two- parent applicant families.

When weighing the importance of MFIP's results for various groups, it

seems appropriate to place substantial weight on the postive results for

long-term recipients, the group who have been of greatest concern to poli-
cymakersin Minnesota and elsawhere and who ther efor e wer e tar geted for
MFIP’s most intensive services. Consdering other groups, judgment about
MFIP s success depends up how one vaues the increasesin the financid well-being
of families and the nonfinancid benefits that the program produced. When Minne-
sota indtituted its statewide program, MFIP-S, policymakers made changes aimed
at cod reduction and at increasing the program’s effects for single-parent appli-
cants, this evduation, however, does not provide information on the results of those
changes.

Background

This bendfit-cost andyss builds on a framework used in previous wefare sudies, but it differs
from them in some important ways, reflecting differences between MF P s gods and those of prior wel-
fare-to-work initiatives. In many prior initiaives, the primary god was to reduce welfare costs. The
typical objective was to develop a program that would move people to work and to produce wefare
savings that would “pay for the program,” savings that exceeded the cost of operating the program.
MFIP had more ambitious gods. It was designed not only to increase employment but dso, at least in
the short run, to reduce poverty and dependence on welfare and to improve the well-being of working
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families. While legidators and program designers wanted to keep costs as low as possible, they judged
that Minnesotans were willing to increase government outlays, a least in the short run, in order to
achieve the antipoverty goa and potertialy improve family outcomes. Continued receipt of some bene-
fitsas awork supplement was consstent with MFIP s antipoverty objective.

The fact that MFP's goals included reducing poverty complicates the task of comparing the
program’s benefits with its cogts, for two reasons. First, benefit-cost analyss is most straightforward
when dl of a program’s effects are measurable in dollars, so that they can be easlly added and sub-
tracted from one ancther to arrive a one “bottom-ling’ assessment of the program’ s effectiveness. Yet
the kinds of outcomes that Minnesotans were interested in achieving — improvements in child well-
being, for example — are difficult to measure in dollars. So it was possible that MFIP might increase
monetary codts to the government but produce a set of noneconomic benefits (such as improvementsin
child wel-being, reductionsin domestic violence, or increases in family stability) that Minnesotans would
deem worth the extra investment. Therefore, to cover as wide arange of benefits and costs as possible,
this andyss accounts for both “financid” and “nonfinancid” effects of the program, even though this
means that the program’s effects cannot be neatly added up to produce one bottom:-line number that
summarizes its worth in dollars. Integrating the mgor nonmonetary effects of the program into the bene-
fit-cost andysis is a pioneering effort to move this type of analyss in the direction of great comprehen-
Sveness.

Second, it is dso difficult to derive a single bottom:-line figure that sums up the whole program
because MFIP s effects varied substantidly for different subgroups of the welfare population. For ex-
ample, MFIP increased earnings, increased welfare benefits, reduced totd reliance on wefare, and in-
creased income among single- parent long-term recipient families (Chapter 4). Moreover, Volume 2 re-
ports that MFIP achieved improvements in outcomes for children age 2 to 9 in urban long-term recipi-
ent families and that it decreased the incidence of domestic abuse. For single-parent recent applicants
and two- parent families, MF P achieved more modest effects on financid outcomes, but it substantialy
increased the likeihood that couples in two-parent families stayed married throughout the three-year
period (Chapter 6). Thus, this benefit-cost analysis addresses each important subgroup separately, to
highlight the ways in which the program was more or less effective for particular types of families.

One method that the benefit-cost andyss uses to describe MFIP s relative effectiveness for dif-
ferent types of familiesis to assess the program’ s efficiency a producing financia gains for each type. In
this case, “efficiency” is defined as the leve of financid gain to families per dollar spent by the govern
ment; SO avery efficient program produces large gainsto families a low cost to the government. To de-
scribe the efficiency of programs, economists have long employed the “lesky bucket” test.® Theideais
that, like a leaky bucket, programs that transfer income from one group in society to another produce
some wasted resources, or costs to society over and above the amount transferred. Some of the *leaki-
ness’ of programs is caused by administrative costs (which expend society’s resources but do not di-
rectly benefit the targeted families). However, the inefficiencies that are of greatest political concern are
decreases in work dfort on the part of families who recelve the new bendfits; if families decrease their
earnings in response to atransfer program, then for each dollar the government spends, families gain less

3See Okun, 1975.
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than a dollar in income. The greater the decrease in earnings, the greater the leak in the bucket. The
hope is that awork incentive program will decrease this inefficiency by providing additiond income only
if parents work. In a very efficient program, parents might even increase their work effort, so that each
dollar transferred by the government brings more than one dollar in income for families.

This chapter presents the program’s net benefits and costs per MFIP group member.* It pre-
sents five-year net gains and losses per MFIP group member for each of the six family types discussed
in earlier chapters angle-parent long-term recipients in urban and in rurd counties, Sngle- parent recent
goplicants in urban and in rurd counties, two-parent recipient families, and two-parent gpplicant fami-
lies. (Further description of these groups appears in Chapter 1.) For the sake of brevity, most of the
tables in this chapter present the results of each gep of the andyss only for sngle-parent long-term re-
cipients in urban counties. As discussed earlier, these families account for a disproportionate share of
welfare costs and casdloads, and they are thus of greatest interest when considering the costs and bene-
fits of the program.® The program'’s net gains and losses (but not the intermediate steps of the analysis)
for each of the other five groups are presented at the end of the chapter.

Some cautions about the interpretation of the benefit-cost findings are in order. Firg, this report
presents an analysis of the MHP fidd trids, which were different in their various components than the
datewide program (MFIP-S) that is currently being implemented in Minnesota; thus, the costs of
MFIP-S ae likely to differ from costs presented here. Second, the program’s costs and benefits may
extend past the five-year time frame used here, and it would be difficult to project the estimates past the
five-year point with much accuracy. Third, unlike the earlier chapters, this benefit- cost analysisincorpo-
rates pogitive and negative financid estimates even when they do not reach the levd of Satidticd sgnifi-
cance, because they nonetheless represent the best estimates available. Thus, the financid estimates pre-
sented in this chapter should be considered approximations.®

The next section of this chapter describes the analytical approach and generd methods used in
edimating MF P sfinancid gains and losses. Section IV then focuses on single-parent long-term recipi-
ents in urban counties, discussing and estimating MFIP' s mgor benefits and costs during the observa-
tion period, as well as extrapolating estimates of the future benefits and cogts, through year 5. Section V
presents the results for the other MFIP subgroups, and Section VI provides a summary and concluson
to the andyss.

“These are “net” because they are the benefits and costs per MFIP group member minus the benefits and costs
that would have accrued in the absence of MFIP, through the AFDC system.

*Moreover, based on estimates from Minnesota's Department of Human Services, the urban caseload (the
caseload in counties that make up the Twin Cities metropolitan area) currently represents nearly two-thirds of Minne-
sota’ stotal caseload.

®However, when summarizing the program’ s nonfinancial effects, asin Table7.1, only effects that are statistically
significant are depicted with (- ) and (") symboals.
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[1l. TheAnalytical Approach

The andytica approach used in this benefit-cogt andlysis of the MFIP evauation is smilar to the
goproach used in previous evduations by the Manpower Demondration Research Corporation
(MDRC).” The genera andytic approach is to place dollar values on the program'’s effects and its use
of resources wherever possible, either by directly measuring them or by imputing them. The program’s
effects on earnings and welfare benefits were measured directly. Its effects on fringe benefits, state and
federd taxes, Medicaid and other hedlth insurance payments, the costs of administering the trandfer pro-
grams, and the cogts of operating employment and training services were imputed or estimated. Aggre-
gate fiscd expenditure data and data from a staff time study were used for cost estimations. Data on
earnings and transfer payments in combination with transfer payment digibility rules, tax regulations, and
published data from various sources including state and federd agencies were used to impute the dollar
vaues of other program effects. The anadlyss primarily uses information from the 36-month survey to
account for program effects that are nonfinancid or difficult to value in dollar terms.

A. Accounting M ethods

The finandd benefit-cost estimates cover a five-year time frame sarting with the quarter dter
random assgnment (quarter 2). Thistime frame is Smilar to that used in previous MDRC evauations of
wefare reform programs where effects were expected to occur quickly and then decrease over time.
Thisfive-year time frame includes an observation period and a projection period.

The observation period for each sample member includes the portion of the follow-up period
when benefits can be estimated from “observed,” or recorded, data; it extends from random assignment
through the last month of available data or June 1998, whichever is earlier. The observation period cov-
es a least two-and-a-hdf years for dl sample members and up to four years for those randomly &s
signed during the first month of the study (April 1994). Gains and losses observed at the end of this pe-
riod were then projected to the end of the five-year time frame, usng severd assumptions about the
meagnitude of future effects. The projection period ranges from one to two-and-a-haf years, depending
on when a sample member was randomly assigned in the study.

As dated above, the five-year time frame is used because, as in most welfare reform studies,
MFIP s effects were expected to occur fairly soon after people entered the program and then to de-
crease over time. The time frame aso acknowledges that uncertainty increases the further one attempts
to extrapolate beyond the observation period of two-and-a-hdf to four years.

The financid benefit-cost estimates are expressed in terms of net present values per MFIP
group member. The “net” in net present value means that, like impacts, the estimated amounts repre-
sent differences between estimates for MFIP and AFDC group members. The estimates are in “ present
vaue’ terms because the accounting method of “discounting” is used to express the dollar vaue today

"Many of the techniques were originally developed for the evaluations of state programs under MDRC's Demt
onstration of State Work/Welfare Initiatives; see Long and Knox, 1985. This report’s description of that approach is
adapted from three previous MDRC reports: Riccio, Friedlander, and Freedman, 1994; Kemple, Fellerath, and Fried-
lander, 1995; and Bos et al., 1999. Minor distinctions have been introduced here to accommodate the data that are
available for the present eval uation and the unique features of MFIP.
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of program effects that will occur in future® All benefit and cost estimate amounts are expressed in 1996
dollars, diminating the effects of inflation on values of benefits and costs®

B. The Analytical Per spectives

An important issue in benefit-cogt andlysis of government programs is determining who bears
any cogts or benefits from the program. In other words, from whose perspective should the estimated
net benefits and costs be viewed? This analys's presents the net benefits and costs from the andytica
perspectives of the following main groups and inditutions, which were most directly affected by the pro-
gram in Minnesota

The welfare sample

Government (or, more precisaly, the government budget)
Taxpayers (shorthand for individuds not in the wefare sample)
Society asawhole

The same program effects might eicit gains from one perspective and losses from another. For
example, from the perspective of the research sample (which is called the welfare sample in this chap-
ter), an increase in wefare benefits may be consdered a benefit because those welfare payments may
be the only income available to these families. However, from the perspective of taxpayers (who are not
in the welfare sample), an increase in welfare benefits is a cost. Thus, in assessing each main program
effect, it isimportant in benefit-cost analysis to consider the perspective of each directly affected group.

Box 7.1 illudrates these four andytical perspectives and their roles in helping to determine
whether a program and its components are a het gain to society or to any of the groups affected. The
examples are offered only for illugtrative purposes. Gains are represented by the (+) symbol, losses are
represented by the () symbol, and the (0) symbol is used to represent Stuations where there is neither
agannor aloss.

8 n programs like MFIP, many costs are incurred early in the program, particularly in the first two years, when
welfare receipt is heaviest. However, some costs and benefits (for example, earnings gains) continue to be realized in
later years. Simply comparing the nominal dollar value of program costs with benefits over multiple years would be
problematic, because the value of adollar is greater in the present than in the future. A dollar available today (either
to MFIP group members or to the government) can be invested and may produce income over time, making it worth
more than just a dollar available in the future. So to make afair comparison between benefits and costs over multiple
years, it is essential to focus on their value at a common point in time — for example, the present. This issue is
addressed by discounting, which is a method for reducing the value of benefits and costs accrued in later years
relative to benefits and costs accrued early in the program. This benefit-cost analysis uses the end of the first year
following random assignment as the comparison point for the investment period. In other words, gains that accrued
later were discounted to reflect their value at the end of year 1. In calculating these discounted values, it was
assumed that a dollar invested at the end of year 1 would earn areal rate of return of 5 percent annually. For example,
if awelfare reform program increased revenues to the government budget by an average of $1,221 per MFIP group
member in the last quarter of year 5, its net present value would be $1,000 from the standpoint of the investment
period. This is because $1,000 invested at the end of year 1 at a 5 percent annual rate of interest (compounded
continuously) equals $1,221 at the end of year 5.

°Estimates are expressed in constant dollars by using quarterly GNP implicit price deflators from the Survey of
Current Business (July issues: Table 8.1 prior to 1997 and Table C.1 after 1996) and the Bureau of Economic Analysis:
National Income and Wealth.
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Box 7.1
Examples of Costs and Benefits, by Analytical Per spective

Analytical Perspective

Government
Welfare Budget
Main Effects of the Program Sample Taxpayers Society
Financial effects
Increasein transfer payments + - - 0
Cost of employment and training 0 - - -
services
Increase in earnings and fringe + 0 0 +
benefits
Increase in tax payments - + + 0
Nonfinancial effects
Increased time spent out of the - n/a ? -
home
Improvement in family well-being + n/a + +

In Box 7.1, the welfare sample’'s per spective identifies net gains or losses for members of the
MF P group, indicating how they fared as a result of the program. As illustrated, the direct impactson
earnings and trandfer payments and the indirect or additiona improvements in family wel-being may
represent gains for the welfare sample. On the other hand, there may be losses from the higher tax im+
pacts and the increased time spent out of the home. Therefore, if the gains from earnings, transfer pay-
ments, and family well-being exceed the vadue of the higher taxes and the increased time spent out of the
home, the program may be considered a net gain from the standpoint of the welfare sample.™®

For additional illustrations, see Kemple, Friedlander, and Fellerath, 1995; and Riccio, Friedlander, and Freedman,
1994.
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The government budget per spective identifies net gains and losses incurred by a combination
of the federd, state, and loca government budgets that fund such programs.™* For example, the federal
government funds the Food Stamp program; the federal and state governments share funding for the
AFDC, MFIP, and Medicaid programs, and the gate government funds the Working Family Credit
(WFC) program. As shown in Box 7.1, net costs to the government budget occur through increases in
transfer payments and the related adminigrative costs, whereas gains occur if higher taxes are paid by
program (MFIP) group members compared with control (AFDC) group members.

The taxpayers perspective identifies benefits and costs from the stlandpoint of everyonein so-
ciety other then individuds in the welfare sample. (The term “taxpayer” is used for smplicity, even
though members of the welfare sample can be taxpayers as well.) Financid codts to the government
budget are generaly represented as codts to taxpayers. In addition, however, taxpayers in Minnesota
may derive nonfinancid benefits such as the satisfaction of knowing that the MFIP program has n-
creased work and reduced poverty among low-income families. The (?) symbol under the taxpayers
perspective in Box 7.1 reflects uncertainty about whether taxpayers prefer that parents (particularly
mothers) work part time or full time, given that they are employed.

The perspective of society as a whole combines the perspectives of two groups. the welfare
sample and the taxpayers who are not in the welfare sample. For a given component in the andysis, a
net gain to society occurs only when a gain to one group is not at the expense of the other group. For
example, in Box 7.1, impacts on earnings represent a gain to the welfare sample but not to taxpayers —
athough any taxes paid on those earnings would be a gain for the government budget. Net losses to so-
ciety occur when aloss to one analytica group is not a benefit to another. For example, the net costs of
increased use of employment and training services represent a loss to taxpayers but are neither again
nor aloss to the welfare sample, so they are considered aloss to society. Program effects that congtitute
a net gain from one perspective but a net loss from another (such as the example of increased transfer
payments) have no financid consegquences from the societa perspective. From that perspective, these
effects represent a transfer from one group in society to another, rather than a gain or loss of societa
resources.

Two issues should be noted in interpreting these perspectives and the program’s ditributiond
effects. First, when adopting the societal perspective, one assumes that the “vaue,” or importance, of a
dollar lost by one group is equivadent to that of adollar gained by the other group, which is an arguable
assumption. It is a matter of common sense (and supported by an extensive economic literature) that an
increase in income of $1,000 will typicaly have alarger effect on the well-being of afamily whose ar+
nua income is $5,000 than of a family whose annua income is $50,000. Moreover, in the case of
MFIP, for example, dected officids explicitly chose to transfer income to low-income families who
were working, via the enhanced earned income disregard and other changes in the benefit structure.

"Estimates of net financial gains and losses from the perspective of taxpayers (not in the welfare sample) and
those from the perspective of the government budget are very similar. The two perspectives differ in the treatment of
Social Security and Medicare and the nonfinancial effects. The government budget gains from contributionsto Social
Security and Medicare payroll taxes by both welfare sample members' and their employers’ contributions, whereas
taxpayers (who include employers) gain only from employees’ contributions to those two taxes.
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Presumably, those officids were implicitly acknowledging that a dollar in the pocket is more valuable to
a poor person than to the average taxpayer. This benefit-cost andysis treats each dollar the same, no
matter whom in society it accrues to; but to help account for thisissue, reductions in poverty are treated
as separae, “nonfinancid” gains to the welfare sample, taxpayers, and society.

Second, it is more straightforward to dlocate financia benefits and codts to particular segments
of society than it is to dlocate nonfinancid benefits and cogts. The treetment of nonfinancid effects from
the perspectives of various groupsis discussed later in the chapter.

C. Limitations of the Analysis

There are some limits on the comprehensiveness of the benefit-cost anadlysis that should aso be
recognized. First, some cogts and benefits are difficult to measure, or they represent indirect effects of
the program and so are not measured. Thus, the estimates in this chapter represent the most direct ef-
fects of the program and do not take into account the secondary effects that may result from the pro-
gram. These include, for example, the possible displacement of other workers resulting from the in-
creased employment of MFIP group members; such displaced workers may become unemployed or
may accept lower-paying jobs. Similarly, dthough the andys's acknowledges nonfinancia benefits such
as increased homeownership to the wefare sample and to taxpayers, homeownership may aso bring
indirect financia effects that the andysis does not account for, such as the cost to the government of
providing loan subsidies for low-income families or the long-term benefits to the welfare sample of ac-
cumulating wedth through homeownership.

Second, there are some additiond effects that are measurable but are difficult to value in dollars
— the nonfinancid benefits and cogts discussed earlier. For example, the analysis does not place dollar
vaues on the effects of the program on poverty, employment, welfare use, or the time parents spent out
of the home and the effects on family and child well-being. Instead, the tables account for these nonfi-
nancid gains and losses by using (+), (-), and (0) symbals.

V. Benefitsand Costsfor Single-Parent L ong-Term Recipients
in Urban Counties

A. Financial Costsin the Observation Period

This section presents estimates of the cost of MFIP per MFIP group member, during the db-
servation period. Focusing on long-term recipients in urban counties, it shows how these codts varied
across program components and support services. This information may be useful to adminigtrators and
planners who want to understand, in a comprehensive way, the nature of the government’ sinvestment in
MFIP. In particular, which pieces of the program account for most of MFIP s costs?

The primary god of the cost analysis is to estimate the government’s average net cost of pro-
viding MFIP and MFIP-related services to members of the MFIP group. The net cost is the difference
between the average cost per MFIP group member and the average cost per AFDC group member,
that is, the cost of all MFIP and non-MFIP-related services that were used during a fixed period of
time following a person’s entry into the study.



Section 1 below gtarts with an account of the magjor components of the cost andysis. Then Sec-
tions 2 through 4 discuss these components and present the cost estimates for each component for the
MFIP and AFDC groups. Section 5 brings dl the information together for the MFIP and AFDC groups
as tota gross costs. The tota gross cost for the AFDC group is then subtracted from the totd gross
cost for the MFI P group and presented as the net costs of MFIP in the observation period.

1. The Main Cost Components

Figure 7.1 illugtrates the main expenditure components for both the MFIP group and the
AFDC, or control, group. It shows that the gross cost of MFIP for each MFIP group member (box D)
is made up of three main components. expenditures on MFIP transfer payments (including Medicaid or
Minnesota Care [MinnCare]'* and child care, in box A); expenditures on operating MFIP employment
and training services (box B); and expenditures by educationd indtitutions on MFIP group members
(box C).

The gross cost that would accrue to each MFIP group member in the absence of MFIP is the
gross cost per AFDC group member (box H). Thisis aso made up of three main components. expendi-
tures on AFDC, Food Stamps, and Family Genera Assstance trandfer payments (including Medicaid
or MinnCare and child care, in box E); STRIDE operating expenditures (box F); and expenditures by
educationd inditutions on AFDC group members (box G).

The net cost of MFIP, that is, the cost per MFIP group member over and above the cost per
AFDC group member, is represented by box N. The net cost is obtained by subtracting the gross cost
per AFDC group member from the gross cost per MFI P group member.

2. Transfer Payments and Support Services (Figure 7.1, Boxes A and E)

The firgt panel of Table 7.2 presents the cost of transfer payments for the MFIP and AFDC
groups. For the MFIP group, wefare benefits include MFIP benefit payments; for the AFDC group,
welfare benefits include payments for AFDC, Food Stamps,™® and Family Genera Assistance benefits.
For both groups, transfer payments also include welfare benefits and payments to Medicaid and
MinnCare hedlth care providers for services received by sample members. The second panel of the ta-
ble shows the adminidrative costs of these payments, and the third pand shows payments for child
care™ and other support services.

The costs in Table 7.2 are estimated for the three- to four-year observation period;™ they are
expressed in 1996 dollars and discounted to the first year of follow-up.® During the observation

“MinnCare is a subsidized health insurance program for low-income working families in Minnesota who do not
have access to affordable health care coverage.

BAs noted earlier, the MFIP program consolidated and combined AFDC, Food Stamps, and Family General As-
sistance into a single program. Therefore, families on MFIP received Food Stamps as part of their cash public assis-
tance grant payment, instead of separately as coupons (as they did under the AFDC system).

“Child care payments were from all government funds available for programs administered by county staff.

®Medicaid and MinnCare payments were imputed on the basis of observed differences in earnings and welfare
receipt, MFIP/AFDC group differencesin Medicaid and MinnCare receipt while on and off welfare, and data on aver-
age Medicaid payments made to all enrolled individuals per month. Administrative expenditures were estimated per
month of estimated Medicaid and MinnCare receipt, based on state administrative cost reports for Medicaid and
MinnCare.

*These and other effects shown in this chapter are different from those presented in Chapter 4, because they are
discounted and adjusted for inflation. In addition, instead of cutting off the follow-up period at a common point (so
there are a common number of quarters of follow-up), these effects cover the full period of available data for each
individual.
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Figure7.1

Simplified Diagram of the Major Components of
Grossand Net MFIP Costs
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Table7.2

Estimated | mpactson Transfer Payments, Administrative Costs, and Support
Services During the Observation Period” for Single-Parent Long-Term
Recipientsin Urban Counties (in 1996 Dollars)

MFIP AFDC Impact
Type of Payment or Cost ($) (A) (B) (C=A-B)
Transfer payments
Welfare benefits (cash assistance and/or Food Stamps)® 21,908 19,771 2,137
Medicaid/MinnCare® 16,554 15,461 1,093
Tota transfer payments 38,462 35,232 3,230
Administrative costs
Welfare administrative costs 2,760 2,185 575
Medicaid/MinnCare 1,901 1,785 116
Total administrative costs of transfer payments 4,661 3,970 691
Support services payments?
Child care® 3,269 2,573 697
Other support services 336 90 246
Total support service payments 3,605 2,662 943
Total 46,728 41,865 4,863

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assistance benefit records, aggregate fiscal data, and county child care payment records.

NOTES: Estimates reflect discounting and adjustment for inflation.

Differences are regression-adjusted, controlling for pre-random assignment characteristics of sample
members. Tests of statistical significance were not performed.

Rounding may cause slight discrepancies in sums and differences.

3Observation period for each sample member extends from random assignment to June 1998. The average
follow-up for urban single-parent long-term recipients was 3.9 years.

b\Welfare includes MFIP, AFDC, Food Stamps, and Family General Assistance.

‘Estimated cost of reimbursing medical providers for services provided to families enrolled in Medicaid or
Minnesota Care (MinnCare).

dA dministrative costs of support service payments were not estimated.

€Individual child care payment data for a sample of urban, single- and two-parent families were obtained
from county administrative records.

fThe cost of "other support services' was estimated using aggregate fisca reports and case management
participation information. These costs include: client transportation and employment-related expenses, child
care funded with MFIP or STRIDE case management or employment and training funds, school-related
expenditures for self-initiated training, and other incidental direct client costs.



period, transfer payments (welfare benefits and Medicaid/MinnCare) cost $46,728 per member for the
MFIP group and $41,865 per member for the AFDC group. For both groups, about half the cost was
for welfare benefit payments, and the adminisirative overhead was about 10 percent of the cost of the
payments. These benefits are comparable to benefits in other welfare programs, but the costs may seem
large because the benefits a'so included Medicaid, MinnCare, Food Stamps, and Family Generd Asss-
tance. The welfare adminigtrative costs were higher for MFIP group members kecause, on average,
they stayed on welfare longer than members of the AFDC group did.*” Support service payments cost
$3,605 per member for the MFIP group and $2,662 per member for the AFDC group; more than 90
percent of this expense was for child care payments to support sample members who worked or par-
ticipated in program activities.

The net costs of transfer payments, that is, the costs per MFIP group member over and above
the costs per AFDC group member, were $4,863 per MFIP group member for the three- to four-year
observation period.”® The net wefare administrative costs were $691, and the net costs of support ser-
vice payments were $943 for the observation period.

3. MFIP and STRIDE Operating Expenditures (Figure 7.1, Boxes B and F)

MFIP and STRIDE operating costs cover expenditures for al sample members and, for this
andyss, have been divided into five main program activities or functions. orientation and intake, case
management, career workshops, job search activities, and monitoring and support for education and
traning activities. The average operating cost per MFIP group member for a specified activity was gen
erdly caculated by first estimating a unit cost (that is, the average operating cost per participant or per
month of participation in the activity). This unit cost includes both Saff time spent operating the activity
and any associated overhead cogts, such as supervision or rent. The unit cost was then multiplied by the
participation rate or the average length of time (in months) that people participated in the activity, which
varied depending on the research group. The following is an overview of whet isincluded in these oper-
ating costs and a presentation of the cost estimates (see Table 7.3).

Orientation and Intake Costs. These costs include expenditures on gaff time and overhead
for initid orientation to MFIP or STRIDE employment services. They include time spent on one-on-one
interviews or assessing the client, as well as a group orientation that typicaly took place in the larger
counties. At these initid orientations, daff explained to MFIP group members how the MFIP financid
incentives worked, and for both MFP and STRIDE participants they explained the employment and
training options and the support services and trangitiond benefits available. Staff also assessed each
sample member individualy and began developing an employment plan. The 18-month interim report™
and Chapter 3 of this report present additiond information on the services provided to sample mem
bers.

YIn addition, the monthly administrative costs of welfare were higher for MFIP because financial workers for
MFIP had smaller caseloads than AFDC financial workers. This reflects the higher proportion of MFIP cases who
were mixing work and welfare. It took more time for MFIP workers to administer such cases, which offset any reduc-
tionsin staff time due to the cash-out of Food Stamp benefits.

8Unlike the impact results presented in prior chapters, financial estimatesin this charter are not tested for statis-
tical significance (and are often used even if they are not statistically significant). In addition, the estimates are differ-
ent because of discounting, inflation adjustments, and the use of all follow-up data available for each sample member.

“Miller et d., 1997.



Estimated Unit and Gross Costs of Providing Employment and Training Services

Table7.3

During the Observation Period” (in 1996 Dollar s)

Unit Cost for all
MFIP and AFDC Members

Average Cost per Single-Parent
Long-Term Recipient in Urban Counties

Average per Month  Average per
of Participation Participant MFIP AFDC Net
Component (A) (B) (© (D) (E=C-D)
Expendituresby MFIP and STRIDE
for employment and training services
Orientation/intakefor MFIP/AFDCP na 108/176 85 46 39
Case management 43 n/a 686 183 503
Career workshops n‘a 74 31 16 15
Job search activities:® n‘a n/a 168 48 120
Job search workshop n‘a 74 34 14 21
Individual job search n‘a 257 108 30 78
Job club n‘a 94 26 5 21
Monitoring and support for:
ABE, GED, or ESL 14 n/a 11 8 4
Post-secondary education 14 n‘a 13 11 2
Vocational training 14 na 9 4 5
Expenditures by educational institutions’
ABE, GED, or ESL 322 n/a 285 310 -25
Post-secondary education 1,209 n/a 1,280 1,539 -259
Vocational training 1,413 n/a 1,004 601 403
Total expenditures
By MFIP or STRIDE 1,003 316 687
By educational institutions 2,569 2,450 119
Total 3,572 2,766 806

SOURCES: MDRC calculations based on fiscal and participation data from the State of Minnesota, the 36-month survey,
time study for MFIP and STRIDE case managers, and specific education institutions attended by sample members.

NOTES: Estimates are adjusted for inflation but are not discounted because no information was available about exactly

when these costs were incurred.

MFIP and STRIDE unit costs are assumed to be the same, except for orientation/intake.

N/aindicates not applicable.

Rounding may cause slight discrepancies in sums and differences.
20bservation period for each sample member extends from random assignment through the time of the 36-month

survey.

bThe unit cost of orientation/intake for MFIP is $108 and for AFDC is $176. Orientation/intake for the AFDC group
includes extra recruitment costs attributed to STRIDE because it is a voluntary program.

“The average cost of job search activities includes job search workshop, individual job search, and job club combined.

d Educational costs were not incurred by the MFIP or STRIDE programs; instead they are attributable to education
institutions or financial aid programs that covered the cost of tuition. Costs were calculated using individual institution's
expenditures per enrollee and rates of participation for sample members.



As shown in Table 7.3, the average cost of that initid interview per participant in the activity
was $108 for the MFIP group and $176 for the AFDC group. The cost was dightly higher for AFDC
group members because intake included the cost of recruiting volunteers to participate in STRIDE. The
orientation and intake costs when averaged over dl urban long-term reci pients (participants and nonpar-
ticipants) were $85 per member for the MFIP group and $46 per member for the AFDC group.

Case Management Costs. These costs include expenditures on MFIP and STRIDE case
management staff, who monitored the participation of sample members and provided them with guid-
ance about ther activities. In each county, there were separate case management staffs dedicated to
MFIP and to STRIDE. Table 7.3 shows that the average case management cost per month of partici-
pation was $43. The cogt per month was the same for both groups because MFIP and STRIDE aff
had smilar casdloads and monitored their participants with gpproximately the same frequency. Taking
the average number of months of case management into account, the average cost was $686 per mem-
ber in the MFIP group and $183 per member in the AFDC group.

Career Workshops. At career workshops, sample members spent severa days discussing dif-
ferent types of occupations, identifying jobs that matched their interests, and learning about the locdl la-
bor market and the education and training resources prior to developing an individua employment plan.
The average cost per participant in a career workshop was $74, which trandates into a per person cost
of $31 per long-term recipient in the MFIP group and $16 per recipient in the AFDC group.

Job Search Activities. Most counties offered both MFIP and STRIDE participants three
types of formal job search activities: job search workshops, job clubs, and individua job search.®® As
shown in Table 7.3, the average cost per participant in an activity was $74 for job search workshops,
$257 for individua job search, and $94 for job clubs. After accounting for participation ratesin dl types
of job search, the costs per person for al job search activities were $168 per member for the MFIP
group and $48 per member for the AFDC group.

Monitoring and Support for Education and Training. These cogts include the time spent by
MFP and STRIDE saff (and overhead- associated expenditures) to monitor and support the education
and training activities of sample members. Such activities included classes in adult basic education
(ABE), Generd Educationd Development (GED) preparation, English as a Second Language (ESL),
vocationd training, and post-secondary education. Table 7.3 shows that the average cost of monitoring
and supporting sample members per month of participation in any education or training activity was $14.
The per person codts, after average months of participation were factored in, were $33 per member for
the MFIP group and $23 per member for the AFDC group.

Total Employment and Training Service Expendituresby MFIP and STRIDE. Summing
al the cogts discussed above, the total average cost of providing employment and training services for
urban single-parent long-term recipients was $1,003 per member in the MFIP group and $316 per
member in the AFDC group.#* These costs can be expressed per participant by dividing each cost by

“See Chapter 3 for a description of the job search activities.
“INote that these estimates reflect expenditures only by the MFIP and STRIDE programs; additional expenditures
by institutions providing education and training services to sample members are discussed in the next section.



the rate of participation in employment and training services within each group. The participation rate in
MFIP was 79 percent, and in AFDC it was 43 percent, leading to average costs of $1,270 per MFIP
participant and $735 per AFDC participant. Thus, the investment per participant in MF P employment
and training services was nearly twice as large as the invesment in STRIDE employment and training
sarvices for AFDC group members. This reflects the fact that, compared with the average STRIDE
participant, the average MH P participant stayed in case management longer and was more likely to
participate in job search — an activity which (unlike education and training) MFIP staff operated d-
rectly and the cost of which the MFIP program bore.

Figure 7.2 presents the per participant cogts by employment and training components, to show
the relaive investments that MFIP and STRIDE made in various activities. In both cases, the largest
shares of the expenditures were spent on case management staff who monitored the participation of
sample members and provided them with guidance about their activities.

4. Expenditures by Educational Ingtitutions (Figure 7.1, Boxes C and G)

Interestingly, the mgority of employment and training cogts for participants in both MFP
and STRIDE were borne not by the two programs but by outside educationd ingtitutions. The second
panel of Table 7.3 shows the estimated costs of providing education and training to sample membersin
various adult schools, vocationd training centers, and colleges (mainly community colleges) in Minne-
sota. These costs were over and above the MFIP and STRIDE staff and overhead expenditures to
monitor and support participation of sample members and provide them with guidance about their ac-
tivities. They are codts that were borne either by the educationd ingtitutions and their funders or by fi-
nancia ad programs that helped pay tuition for these low-income participants.? As the table shows, the
average cogt to educationd inditutions of providing education and training per sample member per
month of participation was $322 for classes in ABE, GED, and ESL; $1,209 for post-secondary edu-
cation; and $1,413 for vocationa training. For single-parent long-term recipients in urban counties, the
average cost to educationd indtitutions was $,569 per member of the MFIP group and $2,450 per
member of the AFDC group.

5. Total Gross Costs (Figure 7.1, Boxes D and H) and Net Costs (Box N)

Table 7.4 summarizes the estimated total gross and net costs per sample member for sngle-
parent long-term recipients in urban counties — for example, the tota gross cost of MFIP transfer pro-
gram support services and of employment and training services (both operating expenditures within
MFP and expenditures by educational inditutions). Over the observation period, the

“This analysis assumes that education and training provided by educational institutions were mainly financed
not by sample members themselves but by the educational institutions and nonwelfare government agencies (if sam
ple members received federal financia aid, for example). To the extent that sample members actually did finance their
own education and training, the cost analysis overestimates the true costs to nonwelfare agencies per sample mem:
ber. Although this has distributional implications, it does not overstate the total costs of the services. In a previous
analysis of welfare-to-work programs, it was reported that less than 10 percent of sample members spent their own or
their family’ s resources on education and training; see, for example, Riccio, Friedlander, and Freedman, 1994.
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Figure7.2

Distribution of MFIP and STRIDE Costs During the Observation Period for
Employment and Training Services, per Participant

MFIP
Average cost per participant in Short-term employment-
MFIP employment and related activities
training services: 20%
$1,270% Education Orientation/intake
3% 9%
Case management
68%
STRIDE
Average cost per participant in Short-term employment-
STRIDE employment and related activities
training services. 20%
$735°

Orientation/intake
15%

Education
%

Case mananement
58%

SOURCE: Table 7.3.

NOTES: Education includes ABE, GED, ESL, post-secondary education, and vocational training.

Short-term employment-related activites includes career workshop, individual job search, job club, and
group job search.

Excludes costs to outside educational and training providers.

aTotal average cost from Table 7.3 divided by participation rate of 79 percent.

®Total average costs from Table 7.3 divided by participation rate of 43 percent.



Table7.4

Estimated Gross and Net Costs per Sample Member During the Observation Period®
for Single-Parent Long-Term Recipientsin Urban Counties (in 1996 Dallars)

MFIP AFDC Net Cost
Component ($) (A) (B) (C=A-B)
Cost of transfer programs
Transfer payments (cash assistance, Food 38,462 35,232 3,230
Stamps, and Medicaid/MinnCare)
Administrative costs of transfer payments 4,661 3,970 691
Total cost of transfer programs 43,123 39,202 3,921
Support service paymentg
Child care¢ 3,269 2,573 697
Other support services? 336 90 246
Total support service payments 3,605 2,662 943
Employment and training services
Total employment and training services 3,572 2,766 806
Total costs 50,300 44,631 5,669

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assi stance benefit records, aggregate fiscal data, county child care payment records, and specific
education institutions attended by sample members.

NOTES: Estimates reflect discounting and adjustment for inflation.Differences are regression-
adjusted, controlling for pre-random assignment charactertistics of sample members. Tests of statistical
significance were not performed.

Rounding may cause dight discrepanciesin sums and differences.

a0bservation period for each sample member extends from random assignment to June 1998 (for
transfer programs and support services) or through the time of the 36-month survey (for employment
and training services).

Administrative costs of support service payments were not estimated.

¢Individual child care payment datafor a sample of urban, single- and two-parent families were
obtained from county administrative records.

9The cost of "other support services' was estimated using aggregate fiscal reports and case
management participation information. These costs include: client transportation and employment-
related expenses, child care funded with MFIP or STRIDE case management or employment and
training funds, school-related expenditures for self-initiated training, and other incidental direct client
costs.



estimated total gross cost of MFIP per group member was $50,300, and that of AFDC was $44,631.

For both programs, more than 40 percent of the total gross cost was used to pay for welfare
benefits, and about a third was used to pay for hedlth insurance coverage for sample members. The re-
mainder was spent on the adminigrative costs of making transfer payments, covering operating costs,
and providing support services and employment and training services. The remainder of the total gross
cost was expended by educationd ingtitutions that provided services to sample members.

The net cost of MFIP per program group member is the total gross cost per MFIP group
member over and above the total gross cost per AFDC group member, represented in Figure 7.1 by
box N. Over the observation period, the estimated net cost per MFIP group member was $5,669.

B. Financial Benefits and Nonfinancial Effects of MFIP in the Observation Period

This section presents estimates of the financid benefits and nonfinancid effects of MFIP per
MFIP group member, during the observation period. It presents an account of MFIP's three main
benefit components: earnings and fringe benefits, persond taxes and tax credits, and nonfinancia bene-
fits. (Although transfer payments were aso a benefit for sample members, they are discussed in the pre-
ceding section about program costs because they represent a cost to the government budget.) Thefol-
lowing impact estimates are presented in dollars when they can be monetized; but when they are quanti-
fiable nonfinancid effects, the symboals (+), (), and (0) are used to represent gains and losses.

1. Earnings and Fringe Benefits

Chapter 4 showed that MFIP produced gains in employment and earnings for MFIP group
members (compared with AFDC group members) during the three-year follow-up period of the impact
andyss. The right-hand column of Table 7.5 shows that the value of the gains in earnings over the ob-
servation period was $2,346 per long-term recipient in the MFIP group.

Fringe benefits were part of sample members total compensation from working. These benefits
were included in the andlys's as employer-provided health and life insurance, pension contributions, and
workers compensation associated with earnings. Using published data, these were estimated at the rate
of 15.4 percent of earnings® As shown in Table 7.5, the average increase in earnings of $2,346 per
MFIP group member plus an additiond $361 in fringe benefits yielded an average increase in totd
work-related compensation of $2,707 per MFI P group member during the observation period.

2. Personal Taxesand Tax Credits

Because MFIP increased earnings (see the preceding section), one would expect the pro-
gram aso to increase federa income taxes, payroll taxes, state income taxes, and sales and excise
taxes. These taxes, the federd Earned Income Credit (EIC), and the state Working Family Credit
(WFC) were each imputed from the relevant earnings base, using tax rates and rules for

#ZAs was the case for welfare benefits, earnings effects presented here are somewhat different from those in
Chapter 4, due to discounting, inflation adjustments, and the use of all follow-up data available for each sample mem:
ber.

#Footnote b on Table 7.5 gives the source of the estimates used for deriving the fringe benefits rate.
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Table7.5

Egtimated Impacts on Earnings and Fringe Benefits, Personal Taxes, and Tax Credits per
Group Member During the Observation Period?® for Single-Parent
Long-Term Recipientsin Urban Counties (in 1996 Dollars)

MFIP AFDC Impact
Component ($) (A) (B) (C=A-B)
Earnings and fringe benefits
Earnings 16,650 14,304 2,346
Fringe benefits® 2,559 2,199 361
Tota earnings and fringe benefits 19,209 16,503 2,707
Per sonal taxes
Social Security payroll tax® 1,274 1,094 179
Federal income tax 381 454 -73
State income tax 154 183 -29
State sales and excise taxes 794 701 92
Total personal taxes 2,602 2,433 169
Tax credits
Federal Earned Income Credit (EIC) 3,603 2,615 988
State Working Family Credit (WFC) 540 392 148
Total tax credits 4,143 3,007 1,136

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) records
and state and federal tax codes.

NOTES: Estimates reflect discounting and adjustment for inflation. Differences are regression-
adjusted, controlling for pre-random assignment charactertistics of sample members. Tests of statistical
significance were not performed.

Rounding may cause dlight discrepancies in sums and differences.

bservation period for each sample member extends from random assignment through June 1998.
The average follow-up for urban single-parent long-term recipients was 3.9 years.

bFringe benefit percentage was calculated as 15.37 percent based on paid health and life
insurance, pension contributions, and workers compensation, from U.S. Department of Labor, Bureau
of Labor Statistics, Employer Costs for Employee Compensation, March 1996 (Washington, D.C.:
U.S. Government Printing Office, 1996); found in Ken McDonnell, EBRI Databook on Employee
Benefits, IV (Washington, D.C.: Employee Benefit Research Institute, 1997).

¢Social Security payroll tax includes both employer and employee portions of tax.

9Minnesota's Working Family Credit (WFC) is estimated as 15 percent of the federal EIC.
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1996.%° Table 7.5 shows that total personal taxes increased by $169 per MFIP group member during
the doservation period. Most of the increase in total persona taxes was offset by a decreasein both
federd (—$73) and state (—$29) income taxes, despite the gain in earnings. Thisis because many MFIP
and AFDC group members owed no federa or state income taxes after the vaue of standard deduc-
tions and exemptions was subtracted to calculate taxable income. However, as expected, MFIP group
members paid larger Socid Security and Medicare payroll axes ($179).° They aso received larger
EIC and WFC tax credits than AFDC group members — $1,136, of which 87 percent was the federa
EIC.

C. TheNonfinancial Effects of MFIP

The mgority of this benfit-cost analysis has focused on MFIP s financia benefits and costs that
are measurable in dollars — the program’s financid effects. As discussed earlier, however, important
gods of the program were to reduce poverty and dependence on welfare and to improve family and
child well-being in ways that are not essily measured in dollars. Volume 2 of this report” presents find-
ings from a study of family and child well-being that was designed to evduate MFIP s effects in these
arees. Table 7.6 summarizes the key findings from Volume 2 — aswell as some effects on family wel-
being that were discussed earlier in this report — for single parents who were long-term recipientsin
urban counties?®

1. Conceptual Basisfor Including Nonfinancial Effects

Some aspects of the conceptud basis for including nonfinancia effects in this benefit-cost
andysis merit attention before reviewing the results. Fird, asis clear in Table 7.6, the andysisexplicitly
includes poverty, employment, and welfare use as outcomes that may result in nonfinancid effects for
families, even though previous tables have accounted for the effects of changes in family income, earn
ings, and transfer payments. For both the welfare sample and taxpayers, changes in these outcomes

®Total earnings were used in computing federal income taxes. The combined income from earnings and AFDC
was used in calculating sales and excise taxes. Federal income taxes were based on 1996 tax rates and exemption
amounts.

Sales taxes were estimated based on the proportion of consumer expenditures on taxable goods and servicesin
the Midwest region of the nation during 1995 through 1997. That proportion was estimated as 31.67 percent (Minne-
sota Department of Revenue, “Information on State and Local Sales and Use Tax, January 1997,” U.S. Bureau of La-
bor Statistics, Consumer BExpenditure Survey Tables).

The federal Earned Income Credit (EIC) is a credit against federal income taxes for taxpayers with annual earnings
below a threshold level. For 1996, only taxpayers with earnings from $1 to $28,495 were eligible for the EIC. Not all
eligible taxpayers receive the EIC, but because national estimates suggest very high rates of utilization, this analysis
assumes that al sample members who were €eligible each year received EIC payments. The state Working Family
Credit was, in turn, estimated as 15 percent of the EIC.

“Employers pay an “employer’s share” of these payroll taxes, which matches the rate paid by their employees.
Therefore, the same increase in these payments by employers ($179 per MFIP group member) was estimated for the
analysis (but was not included in Table 7.5). After projections, employer contributions do figure in the benefit-cost
resultsfrom the perspective of taxpayers and the government budget (see Table 7.9).

“Gennetian and Miller, 2000.

%A lthough this report and Volume 2 present MFIP's effects on a wide range of measures of family and child
well-being, for simplicity the benefit-cost analysis provides information only about measures for which at least one
subgroup showed a statistically significant impact.
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Table7.6

Nonfinancial Gains and L osses to Familiesfrom MFIP During the Observation Period,
for Single-Parent Long-Term Recipientsin Urban Counties

Perspective
AFDC Welfare  Government
Group Impact Sample Budget Taxpayers Society

Nonfinancial Effect (A) (B) (©) (D) (E) (P
Work, welfare, and income®
Percentage with income below poverty© 717 2124 *** + na + +
Percentage working 36.9 134 *** + na + +
Welfare use

Percentage receiving welfare 81.3 4,0 *** - na - -

Percentage relying solely on welfare 545  -12.3 *** + na + +
Other family outcomes
Continuous health insurance coverage? (%) 61.3 7.9 ** + n‘a + +
Homeownership® (%) 0.1 0.0 0 0 0
Mother currently married and living with spouse’ (%) 5.8 2.8 0
Time spent out of the home® (hours) 25 4,0 *** - na ? -
Child environment and child well-being
(measured only for families with children age 2 - 9)
Child environment

Domestic abuse (%) 596  -10.5 ** + na + +

Home environment (total HOME scale) 75.5 0.2 0 0 0 0
Problem behavior (Behavioral Problems Index) 12.7 -15 * + na + +
Performance in school 4.0 02 * + na + +
Health (%) 77.8 -2.8 0 0 0 0

SOURCES: Tables4.1, 4.5, and 4.7; and, from Volume 2 (Gennetian and Miller, 2000), Tables 4.6, 4.7, 4.8, and 4.9.

NOTES:. The pluses and minuses on this table are based on nonfinancial gains and losses. Outcomes indicated as n/aare
not measured. A more in-depth explanation of these components can be found in previous chapters of thisreport and in
Volume 2.

#From the perspective of the government budget, some nonfinancial effects may bring indirect monetary impacts that
are not reflected here.

bAveraged quarterly from random assignment through June 1998.

‘Measured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the official
poverty threshold. The appropriate threshold is determined by the number of children in the family. Because the measure
of income used here includes earnings, cash welfare, and Food Stamp benefits but does not include income from other
sources, the measured poverty rate presented here is not comparable with the official poverty rate.

dPercentage who had continuous health insurance coverage from random assignment through time of the 36-month
survey.

€Percentage who owned their home at the time of the 36-month survey.

fPercentage married and living with spouse at the time of the 36-month survey.

9Measured on 36-month survey as average hours worked per week at current or most recent job.
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could have important effects that go beyond the financid impacts aready presented. For example, as
mentioned earlier, increases in family income are likely to have more positive effects on familieswho live
in poverty than on families who do not. Including poverty reduction as a nonfinancia benefit of the pro-
gram helps account for that nonlinearity in the postive effects of family income. Similarly, when a parent
on welfare becomes employed, it brings changes for the family over and above the changes in earnings
that result.

Second, as discussed in Section 111, it is also useful to examine program effects from the anayti-
ca perspectives of the various groups in society who are affected by the program. This was more diffi-
cult to do for nonfinancia outcomes than for financiad ones, because it may be less obvious who gains
and who loses from changes in particular outcomes. The first two columns in Table 7.6 show MFP's
direct effects on each outcome of interest, and the right-hand columns provide rough measures of the
program’s effects from different perpectives, summarizing the impacts into (+), (-), or (0), depending
on how each effect would be perceived by the wefare sample, the government budget, taxpayers, and
Society.

From the perspective of the welfare sample, determining the direction of impacts was generdly
straightforward but did involve some assumptions in cases where it was not obvious whether the typica
sample member would consder the effect postive or negative. For example, based on responses to
MDRC's Private Opinion Survey (POS), it was assumed that long-term recipient familieswould place a
positive vaue on increased employment and reduced welfare use, even though these changes aso might
bring some negative effects. Moreover, it was assumed that increased time spent out of the home was a
cost to the welfare sample, reflecting economists view that an hour of lost “leisure time’ is the cost of
each hour spent working, or alossin hours of home production.®

From the perspective of taxpayers, it was assumed that the legidators who adopted the MFP
program were reflecting the gods of Minnesota's taxpayers and that, for them, reduced poverty, in-
creased employment, and reduced sole dependence on welfare would be positive effects. Moreover, it
was assumed that positive effects on family and child well-being would dso bring benefits for taxpayers,
whether through lower costs (reflecting reduced use of domestic violence shelters and programs tar-
geted at poor families); through community effects, such asincreased stability of nelghborhoods because
of increased homeownership; or through taxpayers satisfaction that the program’s goas were being
met.

The effects from the perspective of society were assumed to be the sum of the effects on the
welfare sample and on taxpayers.

2. Resultsfor Nonfinancial Effects

As shown in Table 7.6, some nonfinancid outcomes were measured for the entire survey

#«Time spent out of the home” as used here is the same as average hours worked per week. For parents, time
spent out of the home may bring benefits or costs that are not fully reflected in the impact on hours worked, but it
was assumed that the main effect on the welfare sample of an increase in hours worked per week (given that employ-
ment and earnings are accounted for elsewhere) was | ost time at home.
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sample of dngle-parent long-term recipients in urban counties. Based on the 36-month client survey, the
table shows effects on poverty, employment, dependence on welfare, continuous hedlth insurance cov-
erage, homeownership, whether or not the mother was married at the time of the survey, and time spent
out of the home. The table shows that, for long-term recipients, MFIP had no effects on homeowner-
ship or marriage and that it increased the time spent out of the home. On the other hand, the program
reduced measured poverty and increased employment; it aso reduced the likelihood that families would
rely solely on wefare and increased the likelihood that they would receive continuous hedth insurance
coverage.

Other measures of nonfinancia effects are avalable only for the “child sudy sample” a sub-
group of the 36-month survey sample who were asked additiona questions about the well-being of ther
family and ther children. The child sudy sample was limited to families who had & least one child age 2
to 9 at the time of random assgnment. Although their results cannot be generdized to the full sample of
sngle-parent long-term recipients (because families with children of different ages may react differently
to MFIP), they do provide important evidence of MFIP s effects on at least a subset of the sample. In
particular, MFIP decreased the likelihood that these mothers had experienced domestic abuse during
the three years leading up to the survey. The program aso reduced the occurrence of children’s behav-
ior problems as measured by the Behaviord Problems Index (BPI), and it improved children’s perform:
ance in school as reported by their mothers™ It appears clear that MFIP did “buy” some important im-
provements in family and child wel-being for sngle-parent families who were long-term recipients in
urban counties, particularly for families with school-age children.

The right-hand columns in the bottom pand of Table 7.6 present a rough picture of who gains
from the pogtive effects that MFP brought for sngle-parent long-term recipient families and children.
Obvioudy, the families themselves benefit from these nonfinancid effects, but, as discussed earlier, tax-
payers benefit as wel (dthough their benefits are not measured directly). These benefits might come to
taxpayers as reduced costs or as more generd civic benefits, such as the satisfaction of ensuring that
parents who “play by the rules” and work to become sdf-sufficient will not be left in poverty. In addi-
tion, a number of economic sudies have esimated the subgtantiad long-term net gains to the economy
that result from reducing child poverty.®* Moreover, whenever both the welfare sample and taxpayers
gain, society gansaswell.

D. Future Effects and Five-Year Estimates of Net Present Value

So far, only the program effects that occurred during the three- to four-year observation period
have been considered. However, as discussed in Section 111, these program effects are likely to last be-
yond the observation period — an expectation that should be taken into account in the benefit-cost
andysis. To account for this, the program’s financia effects are projected for each sample member be-
yond what was actually observed, so that the measured and projected effects together cover five years

% nterested readers should refer to VVolume 2 (Gennetian and Miller, 2000) for detailed discussions of these meas-
ures and interpretation of these findings.

A number of studies of poverty reduction by the U.S. Census Bureau (1983) and the Children’s Defense Fund
(1994) have estimated long-term gains in economic output through education, higher wages and productivity, and
future lifetime earnings.
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from the quarter after random assgnment (quarter 2). As discussed earlier, dl sample members required
at least one year of projected effects, and the last individuas to enter the welfare sample required two
years of projection.

1. The Projection Methods

Projecting program effects entalls caculating base period estimates and then making &
sumptions about how they will change in the future. Making assumptions about the future effects of wel-
fare reform programs is often difficult. Earlier sudies with five years of follon-up have shown that the
various impacts of a program can decay a varying rates, in some cases, program effects can actudly
increase over time® However, because the projection period is often short (as it is in this case) and
because the magnitude of impacts in the base period is often low, reasonable different assumptions
about decay rates typicaly make little difference in the projected estimates.

In this andysis, each sample member’'s lagt four quarters of follow-up were used as the base
period. For each type of impact, an assumption was made about how much MFIP s effects would de-
cay from the end of the base period through the end of the five-year period, based on the trendsin im+
pacts observed during the observation period.

For sngle-parent long-term recipients in urban counties, it was assumed that throughout the
projection period, MFIP simpacts on welfare benefits (MFIP, AFDC, Food Stamps, and Family Gen-
era Assstance payments) would continue at relatively the same levels as were observed during the base
period because observed impacts on welfare benefits remained rdatively stable during the second half
of the observation period. This means that impacts on welfare benefits were projected to show no de-
cay — to neither grow nor decline — throughout the projection period. For the same reason, the analy-
ss aso assumed zero decay, or no change, in the impacts on Medicaid or MinnCare benefits over time.
On the other hand, observed impacts on earnings declined by about one-third each year throughout the
observation period; therefore, the best estimate was that they would continue to decline in the future,
and so the impacts on earnings were projected assuming a 35 percent annud rate of decay throughout
the projection period.

2. The Projection Estimates and Sensditivity Analysis Results

The resulting projection estimates are presented in Table 7.7. The projected impact on
earnings is $435 per MFIP group member, which is about one-sixth the estimated total impact on earn-
ings for the complete five-year period ($2,781). The projected amounts for welfare and Medicaid or
MinnCare benefits represent about one-third the five-year totals. Thus, when compared with the pro-
jected gains in earnings for MFIP group members, the projected impacts on welfare and Medicaid or
MinnCare benefits are larger and represent a larger part of the five-year impacts. This reflects the as-
sumption that the impacts on earnings decay while wefare impacts do not and the fact that, even by the
end of the observation period, gains in earnings (from which the projections were made) were rdatively
gmdl.

Because the projections required assumptions about the rates at which impacts would decay

®For examples, see the evaluation of the National Supported Work Demonstration (Masters and Maynard, 1981);
the evaluation of aWIN job search program in Louisville, Kentucky (Wolfhagen and Goldman, 1983); the evaluation
of longer-term impacts of Options, a welfare employment program in Baltimore, Maryland (Friedlander, 1987); and the
evaluation of longer-term impacts of the Arkansas Work program (Friedlander and Goldman, 1988).

¥As was the case with the estimates for the observation period, projected values of all program effects have
been discounted at a5 percent real annual rate and were adjusted for inflation to be presented in 1996 dollars.
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Table7.7

Five-Year Estimate of Cost and Benefit Components During the Observation
and Projection Periods® per MFIP Group Member for Single-Parent
Long-Term Recipientsin Urban Counties (in 1996 Dollars)

Observed Projected 5-Y ear Amount
Amount Amount Total Net Present Value
Component ($) (A) (B) (C=A+B)
Cost components
Welfare benefits (cash assistance and/or Food Stamps)® 2,137 951 3,088
Medicaid/MinnCare 1,093 560 1,653
Administrative costs of transfer payments® 691 167 858
Support service payments? 943 204 1,147
Employment and training services® 806 0 806
Benefit components
Earnings 2,346 435 2,781
Fringe benefits 361 67 427
Socia Security payroll taxes? 179 33 213
Federa and state income tax and sales taxes -10 6 5
Federal EIC and state WFC 1,137 193 1,330

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assistance benefit records, aggregate fiscal data, county child care payment records, and state and federal tax

codes.

NOTES: Estimatesreflect discounting and adjustment for inflation.

Differences are regression-adjusted, controlling for pre-random assignment charactertistics of sample

members.
Tests of statistical significance were not performed.
Rounding may cause dight discrepanciesin sums and differences.

a0Observation period for each sample member extends from random assignment to June 1998 (for transfer
programs and support services) or through the time of the 36-month survey (for employment and training

services).

bWelfare includes MFIP, AFDC, Food Stamps, and Family General Assistance.
‘Transfer payments include cash assistance, Food Stamps, and Medicaid and MinnCare.
dIncludes child care and other support service payments. Administrative costs of support service payments

were not estimated.

eCosts of employment and training services are not projected because the cost of services for the MFIP and

AFDC groups were similar by the end of the observation period.

"Fringe benefit percentage was calculated as 15.37 percent based on paid health and life insurance, pension
contributions, and workers' compensation, from U.S. Department of Labor, Bureau of Labor Statistics, Employer
Costs for Employee Compensation, March 1996 (Washington, D.C.: U.S. Government Printing Office, 1996);
found in Ken McDonnell, EBRI Databook on Employee Benefits, IV (Washington, D.C.. Employee Benefit

Research Institute, 1997).

9Social Security payroll tax includes employer and employee portions.

hEIC isthe federal Earned Income Credit, and WFC is Minnesota's Working Family Credit, which is

estimated as 15 percent of the federal EIC.
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Table7.8

Estimated Five-Year Impacts During the Observation and Projection Periodson
Selected Outcome Measures per MFIP Group Member, Assuming
Alternative Annual Ratesof Decay (in 1996 Dollars)

0% Best-Estimate 50%

Decay Rate Decay Rate? Decay Rate

Component (A) (B) (C)
Earnings and fringe benefits’ 3,367 3,208 3,137
Welfare benefits (cash assistance and Food Stamps)° 3,088 3,088 2,733
Medicaid/MinnCare 1,653 1,653 1,445

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assistance benefit records and aggregate fiscal data.

NOTES: Estimates reflect discounting and adjustment for inflation. Differences are regression-adjusted,
controlling for pre-random assignment charactertistics of sample members. Tests of statistical significance were
not performed.

Rounding may cause slight discrepanciesin sums and differences.

aThe best-estimate decay rate was 35 percent for earnings and fringe benefits, 0 percent for welfare, and 0
percent for Medicaid/MinnCare per year.

®Fringe benefit percentage was cal cul ated as 15.37 percent based on paid health and life insurance, pension
contributions, and workers compensation, from U.S. Department of Labor, Bureau of Labor Statistics, Employer
Costs for Employee Compensation, March 1996 (Washington, D.C.: U.S. Government Printing Office, 1996);
found in Ken McDonnell, EBRI Databook on Employee Benefits, IV (Washington, D.C.: Employee Benefit
Research Institute, 1997).

“Welfare includes MFIP, AFDC, Food Stamps, and Family General Assistance.
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over time, it is worth testing how sendtive the five-year estimates are to the decay rates chosen. A

sensitivity andyssis presented in Table 7.8. Here, dternative decay ratesinvolving extreme assumptions
were used to edtimate five-year (observed plus projected) impacts on the following three key outcome
measures. earnings and fringe benefits, welfare benefits, and Medicaid or MinnCare payments. The d-
ternative decay rates can be consdered alower and an upper bound for the best-estimate decay rates
aready described. The lower bound assumed no decay, or a zero decay rate, and the upper bound as-
sumed a 50 percent annual decay rate.

For earnings and fringe benefits, Table 7.8 shows that the more pessmistic assumption of a 50
percent annual rate of decay (instead of the best estimate of 35 percent) resultsin only asmall decrease
in the five-year estimate. This occurs mainly because in the last four quarters, or the base period from
which earnings were projected, gains in earnings were smal, so that changesin decay rate assumptions
do not dter the projected amount very much. Similarly, the table shows that a more optimistic zero per-
cent annua decay rate results in a five-year estimate of the impact on earnings thet is only 5 percent
higher than that which includes the best-estimate decay rate. For the estimates of wefare benefits and
Medicaid or MinnCare, the extreme 50 percent decay rate results in smal decreasesin five-year impact
esimates. Thus, for these long-term recipients, using different decay rate assumptions for impacts on
earnings, welfare benefits, and Medicaid or MinnCare does not change the generd pattern of benefit-
cost findings discussed below.

3. Comparing Annual MFIP and AFDC Costsin the Five-Year TimeFrame

Earlier sections of this chapter presented the total costs of MFIP and AFDC during the ob-
servation period and the projection period. This section annuaizes these codts, to examine whether the
yearly cost of each program per family is growing or shrinking over the five-year time horizon.

Figure 7.3 compares estimated annual averages of the main cost components over the observa-
tion period (years 1 to 3) and the projection period (years 4 and 5). The main cost components are
welfare benefits, Medicaid or MinnCare costs, employment and training, and support services. Com-
paring the gross average cost of MFIP in years 1 to 3 with the gross average cost in years 4 and 5
clearly shows that the annua cost per person declined sharply as sample members gained employment
or left welfare over time. The same pattern holds for the AFDC program over time. Moreover, the net
annua cost of MFIP (accounting for these four major costs but not for taxes) also decreased over time,
from $1,703 to $1,100 per year.

E. Comparingthe Benefits with the Costs of MFIP in the Five-Year Time Frame

Table 7.9 summarizes the financid effects of MFIP from the perspectives of the welfare sample,
the government budget, taxpayers, and society as awhole. The analyss defined program:-control group
differences as gains (indicated by positive vaues) and losses (indicated by negative values). Financid
effects were then added together to produce an estimate of the overall net gain or loss — the net pre-
sent value — of the MFIP program from each perspective. Asindicated earlier, al estimates for soci-
ety 245 awhole condtitute the sum of the results from the pergpectives of the welfare sample and taxpay-
ers.

¥All results cover a five-year period, were discounted and expressed in 1996 dollars, and assume a 35 percent
annual decay rate in impacts on earnings and a zero percent decay rate for welfare and Medicaid or MinnCare bene-
fits during the projection period.
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Figure7.3

Estimated Annual Grossand Net Costsfor Five YearsAfter Random Assignment per MFIP and AFDC Member
for Single-Parent Long-Term Recipientsin Urban Counties (in 1996 Dollars)

Annual Average Costs, Years1- 3 Annual Average Costs, Years4 and 5
Net Cost: $1,703 Net Cost: $1,110
16,000 1 "
$14.713 16,000
14,000 - - $13,010 14,000 »
@ Employment and training
12,000 1 12,000 +
10,000 4 10,000 4 Support services (child
care)
8,000 + 8,000 1 $7,230 O Medicaid/MinnCare
— $6.120 .
6,000 1 6,000 A [— O Welfare benefits
4,000 A 4,000 A
2,000 + 2,000 1
0 r 1 0 r
MFIP AFDC MFIP AFDC

SOURCES: Tables 7.2 and 7.3.

NOTES: For Medicaid/MinnCare and welfare benefits, administration costs of transfer payments are included with the transfer payments.
Employment and training costs are not projected because the costs of these services for the MFIP and AFDC groups were similar by the end of the
observation period.



Table7.9

Five-Year Estimated Net Gainsand L osses per MFIP Group Member
for Single-Parent Long-Term Recipientsin Urban Counties,
by Accounting Perspective (in 1996 Dollars)

Perspective
Welfare  Government
Sample Budget  Taxpayers  Society
Component (A) (B) (C) (D)
Financial effects
Transfer payments
Welfare benefits (cash assistance and/or Food Stamps) 3,088 -3,088 -3,088 0
Medicaid/MinnCare 1,653 -1,653 -1,653 0
Copay for MinnCare 5 -5 -5 0
Administrative costs of transfer payments 0 -858 -858 -858
Support service payments 1,147 -1,147 -1,147 0
Operating costs of providing
employment and training services? 0 -806 -806 -806
Earnings and fringe benefits 3,208 0 0 3,208
Taxes
Payroll taxes -213 425 213 0
Income and sales taxes 5 -5 -5 0
Federal EIC and state WFCP 1,330 -1,330 -1,330 0
Net dollar gain or loss per MFIP group member 10,222 -8,465 -8,678 1,545
(net present value)
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income below poverty* + na + +
Percentage working + na + +
Welfare use
Percentage receiving welfare - n‘a - -
Percenage relying solely on welfare + n‘a + +
Other family outcomes
Continous health insurance coverage® + na + +
Homeownership® 0
Mother currently married and living with spouse’ 0 0 0 0
Time spent out of the homed - n‘a ? -
Child environment and child well-being" + na + +
(measured for families with children age 2-9)
(continued)
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Table 7.9 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assistance benefit records, state and federal tax codes, aggregate fiscal data, and county child care payment
records. Referto Tables4.1, 4.5, 4.7, and 7.6; and, in Volume 2, Tables 4.6, 4.7, 4.8, and 4.9.

NOTES: EIC isthe federal Earned Income Credit, and WFC is the state Working Family Credit.

The pluses and minuses on this table are based on qualitative gains and losses from components. Outcomes
indicated as n/a are not measured. A more in-depth explanation of these components can be found in previous
chapters of thisreport and in Volume 2.

Estimates reflect discounting and adjustment for inflation.

Differences are regression-adjusted, controlling for pre-random assignment charactertistics of sample
members.

Tests of statistical significance were not performed.

Rounding may cause slight discrepancies in sums and differences.

aCosts of employment and training services are not projected because the costs of services for MFIP and
AFDC groups were similar by the end of the observation period.

bMinnesota's WFC is estimated as 15 percent of the federal EIC.

“Measured poverty is defined as the percentage of families whose earnings plus welfare benefits are below
the official poverty threshold. The appropriate threshold is determined by the number of children in the family.
Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official
poverty rate.

dPercentage who had continuous health insurance coverage from random assignment through time of the 36-
month survey.

€Percentage who owned their home at the time of the 36-month survey.

fPercentage married and living with spouse at the time of the 36-month survey.

9Measured on 36-month survey as average hours worked per week in current or most recent job. Actual
impact was 4 hours aweek.

hIncludes measures of domestic abuse, home environment (HOME), problem behavior (BPI), performance
in school, and health.



1. Reaultsof the Full MFIP Program, by Per spective

From the Per spective of the Welfare Sample. Column A of Table 7.9 presents the per-
spective of the wefare sample regarding the benefit-cost results for single- parent long-term recipientsin
urban counties. These results represent program:-control group differencesin transfer payments, support
service payments, earnings and fringe benefits, taxes, and nonfinancid effects. As discussed earlier, the
overdl financia gain or loss from the perspective of the welfare sample was estimated by subtracting the
combined vaue of tax increases from the vaue of the gainsin earnings and fringe benefits, transfer pay-
ments, and support service payments. The typicad MFIP family in the welfare sample experienced net
finandid gains of $10,222 over five years. These gains were mainly from substantia incressesin earn-
ings and transfer payments induced by the program. Note that this includes gains from sources other
than wefare benefits and earnings — such as the value of medica benefits — and that it represents a
different measure of financid gain than presented in earlier chapters as MF P simpact on family income.
There were dso nonfinancid gains to the welfare sample from reductions in poverty, the increased likeli-
hood of being employed, having continuous hedth insurance coverage, and improvements in family and
child well-being.

From the Per spectives of Taxpayers and the Government Budget. Column C of Table
7.9 presents the benefit-cost findings from the perspective of taxpayers. On average, MFIP produced a
net financid loss, or cost, to taxpayers of $8,678 per MFIP group member over the five years. Tax
receipts from the increased family earnings were not enough to offset the increased taxpayer expendi-
tures for welfare benefits, health insurance coverage, and operating costs. However, it is dso assumed
that MFIP brought unmeasured indirect benefits to taxpayers from welfare recipients reduced poverty,
increased employment, decreased sole dependence on welfare, and improvements in family and child
wedl-bang.

The results from the perspective of the government budget are presented in column B. Thesere-
aults are amilar to those from the taxpayers perspective, with two exceptions. Firdt, the government
budget is dlocated both the employees and the employers contributions to payroll taxes, and so the
net financid gain or loss to the budget exceeds the gain for taxpayers by the amount of the employees
contribution. Thus, the net financid gain from the government budget perspective was $8,465. Second,
unlike taxpayers, the government budget cannot experience nonfinancia benefits from MFIP.

From the Per spective of Society as a Whole. Column D of Table 7.9 shows the gains to
society, which represent the gains to the welfare sample that were not Smply transfers from taxpayers
(earnings, fringe benefits, and nonfinancid benefits) minus any government codts that were not trans-
ferred to the wefare sample (the costs of administering transfer payments and employment and training
programs). From the sum of these effects, society gained an average of $1,545 per sngle-parent long-
term recipient who was in the MFIP group in urban counties, plus awide range of quite positive nonfi-
nancid effects.

Another way to summarize MFIP s financid effects across these perspectives is to examine the
ratio between government costs and the gains to families. The government spent about $8,500 over five
years ($1,700 per year) more than it would have under the AFDC system. Families gained about

-223-



$10,200 over five years ($2,040 per year). The reason that families gained even more than government
spent is that families responded to the program by increasing their earnings, so that not dl of the gain to
families was from trandfer programs. Thus, for these Sngle- parent long-term recipientsin urban counties,
each dollar of financial gains to families cost the government only about 83 cents®

2. Resultsfor MFIP's Components

One objective of the benefit-cost andysisisto shed light on how MFIP s components — its
financid incentives and its mandatory services — contributed to the results. Before reviewing the find-
ings, it isimportant to emphasize that some of these estimates are subject to greater uncertainty than the
results that have dready been presented for urban single-parent long-term recipients. The uncertainty
arises because the sample sizes on which the estimates were based are considerably smaller and be-
cause a number of amplifying assumptions had to be made in producing the estimates. One is urged,
then, to focus more on the broad patterns in the findings than on the specific numerica estimates.

Columns A through D of Table 7.10 present the results for the effects of MFIP s financia
incentives aone, from the four accounting perspectives. It shows that the MFIP incentives produced net
finendd gains of $7,889 to families in the welfare sample over five years. Over the five years, there
were ds0 net financid losses of $8,523 to taxpayers, due to low tax receipts and large increasesin
payments for welfare benefits, heath insurance coverage, and program operating costs. Therefore, in
sum, there were net losses to society of $634 per MF P group member over the five years. These fi-
nancia losses resulted partly because members of the Incentives Only group reduced their work
hours* leading to little or no gains in earnings, which thus could not offset the program’ s adminigtrative
costs. Therefore, MHP s financid incentives aone, when compared with full MFP, was aless efficient
gpproach than the full MFIP program for increasing the financid well-being of sngle-parent long-term
recipients in urban counties. Each dollar of financid gain to families cost taxpayers about $1.08. Baanc-
ing this, however, is the fact that many of MFIP s nonfinancid benefits were produced by the financid
incentives portion of the program, bringing benefits to the welfare sample, taxpayers, and society.®

Columns E through H of Table 7.10 present the effects of the MF P component that adds man-
datory services and reinforced incentive messages. The digtributiona effects of this component are quite
different than for the financid incentives done: Families in the wefare sample gained $2,371, and tax-
payers basicaly broke even, with a smdl financid loss of $136 to taxpayers over the five years. These
sum up to produce net socia gains of $2,235 per MFIP group member over the five years. These gains
resulted partly because this MFIP component produced not just gainsin earnings and fringe benefits but
aso savings in welfare benefits, Medicaid or MinnCare benefits, and adminidrative costs over the five
years.

*Note that the inclusion of Medicaid and MinnCare costs does not have a significant effect on this ratio of
costs to benefits. Although there is not universal agreement that the value of medical services should be counted as
afinancial gain to families, it isincluded here because it was a significant cost of the MFIP program and represented a
concrete benefit to families. If one reestimates the gains to families and the cost to government excluding all benefits
and costs related to Medicaid and MinnCare, the government spent about 79 cents per dollar of financial gain to
families.

*See Table 4.3.

¥See Volume 2 (Gennetian and Miller, 2000) for more information about the separate effects of financial incen-
tives and mandatory services on family and child well-being.
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Table 7.10

Five-Year Estimated Net Gains and Losses per MFIP Group Member for Single-Parent Long-Term Recipients
in Urban Counties, by Accounting Perspective (in 1996 Dollars)

-G¢c-

Impacts of Financia Impact of Adding Mandatory Services
Incentives Alone and Reinforced Incentive M essages
Welfare  Government Welfare  Government
Sample Budget Taxpayers  Society Sample Budget Taxpayers Society
Component (A) (B) (O (E) (F) (©) (H)
Financial effects
Transfer payments
Welfare benefits (cash assistance and/or Food Stamps) 4,927 -4,927 -4,927 0 -1,839 1,839 1,839 0
Medicaid/MinnCare 2,036 -2,036 -2,036 0 -383 383 383 0
Copay for MinnCare 7 -7 -7 0 -2 2 2 0
Administrative costs of transfer payments 0 -1,002 -1,002 -1,002 0 184 184 184
Support service payments 67 -67 -67 0 1,070 -1,070 -1,070 0
Operating costs of employment and training services® 0 332 332 332 0 -1,138 -1,138 -1,138
Earnings and fringe benefits 36 0 0 36 3,189 0 0 3,189
Taxes
Payroll taxes -2 0 2 0 -211 423 211 0
Income and sales taxes 130 -130 -130 0 -121 121 121 0
Federal EIC and state WFCP 689 -689 -689 0 669 -669 -669 0
Net dollar effect per MFIP member (net present value) 7,889 -8,525 -8,523 -634 2,371 75 -136 2,235
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income bel ow poverty® + n/a + + + na + +
Percentage working + n/a + + + na + +
Welfare use
Percentage receiving welfare - n/a - 0 0 0 0
Percentage relying solely on welfare 0 0 0 + n‘a + +
Other family outcomes
Continuous health insurance coveraged + n/a + + - na - -
Homeownership® 0 0 0 0 0 0 0 0
Mother currently married and living with spousef ? n/a ? ? 0 0 0 0
Time spent out of the home? 0 0 0 0 - n‘a ? -
Child environment and child well-being" + n/a + + 0 0 0 0

(measured for families with children age 2-9)

(continued)
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Table 7.10 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public assistance benefit records, state and federal tax codes, aggregate
fiscal data, and county child care payment records. Refer to Tables 4.2, 4.5, and 4.7; and, in Volume 2, Tables 4.6, 4.7, 4.8, and 4.9.

NOTES: The pluses and minuses on this table are based on nonfinancial gains and losses from components. Outcomes indicated as n/a are not measured. A morein-
depth explanation of these components can be found in previous chapters of this report and in Volume 2.

Estimates reflect discounting and adjustment for inflation.

Differences are regression-adjusted, controlling for pre-random assignment charactertistics of sample members.

Tests of statistical significance were not performed.

Rounding may cause dight discrepancies in sums and differences.

The estimates for the financial incentives alone are based on smaller sample sizes than the rest of the analysis and should be interpreted with caution.

a Costs of employment and training services are not projected because the costs of services for MFIP and AFDC groups were similar by the end of the observation
period.

PE|C is the federal Earned Income Credit, and WFC is Minnesota's Working Family Credit, which is estimated as 15 percent of the federal EIC.

“Measured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the official poverty threshold. The appropriate
threshold is determined by the number of children in the family. Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits
but does not include income from other sources, the measured poverty rate presented here is not comparable with the official poverty rate.

dPercentage who had continuous health insurance coverage from random assignment through time of the 36-month survey.

“Percentage who owned their home at the time of the 36-month survey.

fPercentage married and living with spouse at the time of the 36-month survey. The benefit-cost tables place a different value on changes in marital status for
single parents than for two-parent families. Because the empirical evidence is mixed on the long-term effects on children of entering into a stepfamily, increasesin
marriage for single-parent families are valued with a (?). In contrast, because there is a growing consensus that the average effect of divorce on children is negative
(except in the case of high-conflict marriages), increases in marital stability for two-parent families are valued with a (+) (Cherlin, 1992; McLanahan and Sandefur,
1994).

9Measured on 36-month survey as average hours worked per week in current or most recent job.

hSummary of the full MFIP program's impacts on domestic abuse, home environment, problem behavior, performance in school, and health outcomes.



The nonfinancid effects of adding the mandatory services were generdly less positive than those
produced by the financid incentives component of the program. The incentives component produced
nonfinancid benefits such as an increase in the likelihood that the family would have continuous hedth
insurance coverage, a reduction in the incidence of domestic abuse, and an improvement in child ou-
comes. When the mandatory services component was added to the program, the likelihood of having
continuous hedlth insurance coverage decreased, and parents’ time spent out of the home (anonfinancia
cost) increased.

V. Results for MFIP’'s Other Subgroups

A. Single-Parent Families

Table 7.11 presents the results of the benefit-cost analyss for other sngle-parent family groups.
For long-term recipients in rura counties and for recent applicants in urban and rurd counties, the re-
aults were more mixed. When compared with urban long-term recipients, these groups were more likely
to have begun to work on their own, and a large proportion of recent applicants were never subject to
the program’s mandates. Therefore, as one would expect, MFIP produced smdler effects on employ-
ment and earnings for these other types of single-parent families. It also had few effects on child out-
comes for those recent gpplicants who were included in the child study (see Volume 2). Nonethdless,
MHP achieved its god of increasing the financid well-being of working families for these groups, too.
Thefinancid gains to families ranged from $6,000 to $11,500 over the five years.

For angle-parent families who were recent gpplicants or lived in rurd areas, MFIP costs were
gmilar to those for urban long-term recipients. For these groups, the net financial costs of MFIP to
taxpayers and the government budget ranged from about $8,000 to $12,000 over the five years (or
$1,600 to $2,400 annudly). In addition, the program for sngle-parent families who were recent appli-
cants or lived in rurd areas may be considered a less efficient gpproach for increasing the financid well-
being of families, when compared with results for long-term recipients in urban areas, because each dol-
lar of financiad gain to families cost taxpayers from $1.14 to $1.36. However, for al sngle-parent fami-
lies, MFIP can be conddered ardatively efficient way to trandfer income; using data from the Negeative
Income Tax (NIT) studies® economists have previoudy estimated that transfer programs may require
as much as $1.50 in spending for each $1 gained by families.

Another way to assess the program'’s efficiency is to relax the assumption that a dollar lost by
one group is equivaent to that of a dollar gained by another group. Instead, if one assumes that taxpay-
ers place a higher socid vaue on adollar gained by a member of the welfare sample, then the program
would bregk even from a societd perspective — if the dollar gained by these welfare sample members
were worth 14 to 36 cents more than adollar isworth to taxpayers.

B. Two-Parent Families

For two-parent familiess, MFIP produced quite different effects than for single-parent

*®See Burtless, 1987.
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Table7.11

Five-Year Estimated Net Gainsand L osses per MFIP Group Member for Single-Parent
Sample Groups, by Accounting Per spective (in 1996 Dallars)

Perspective
Welfare Government
Sample Budget Taxpayers Society
Component (A) (B) (C) (D)
Single-parent rural long-term recipients
Financial effects
Transfer payments, administrative
costs, and support service payments? 8,564 -11,552 -11,552 -2,989
Employment and training services? 0 -511 -511 -511
Earnings and fringe benefits 687 0 0 687
Taxesand credits 51 -5 -51 0
Net dollar effects 9,301 -12,068 -12,113 -2,812
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income bel ow poverty© + n/a + +
Percentage working + n/a + +
Welfare use
Percentage receiving welfare - n/a - -
Percentage relying solely on welfare + n/a + +
Other family outcomes
Continuous health insurance coverage? 0 0 0 0
Homeownership® 0 0 0 0
Mother currently married and living with spousef 0 0 0 0
Time spent out of the home? 0 0 0 0
Child environment and child well-being’
(measured for families with children age 2-9) n/a n/a n/a n/a
Sindle-parent urban recent applicants
Financial effects
Transfer payments, administrative
costs, and support service payments? 5,746 -7,594 -7,594 -1,848
Employment and training services? 0 -131 -131 -131
Earnings and fringe benefits -166 0 0 -166
Taxesand credits 386 -397 -386 0
Net dollar effects 5,967 -8,122 -8,111 -2,144
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income below poverty® + n/a + +
Percentage working + n/a + +
Welfare use
Percentage receiving welfare - n/a - -
Percentage relying solely on welfare + n/a + +
Other family outcomes
Continuous health insurance coverage? + n/a + +
Homeownership® 0 0 0 0
Mother currently married and living with spousef 0 0 0 0
Time spent out of the home? - n/a ? -
Child environment and child well-beind’
(measured for families with children age 2-9) 0 0 0 0
(continued)
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Table 7.11 (continued)

Perspective
Welfare Government
Sample Budget Taxpayers Society
Component (A) (B) (C) (D)
Single-parent rural recent applicants
Financial effects
Transfer payments, administrative
costs, and support service payments? 8,732 -11,727 -11,727 -2,995
Employment and training services? 0 15 15 15
Earnings and fringe benefits 1,450 0 0 1,450
Taxes and credits 296 -199 -296 0
Net dollar effects 10,477 -11,912 -12,008 -1,531
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income below poverty© + n/a + +
Percentage working + n/a + +
Welfare use
Percentage receiving welfare - n/a - -
Percentage relying solely on welfare 0 0 0 0
Other family outcomes
Continuous health insurance coverage? + n/a + +
Homeownership® - n/a - -
Mother currently married and living with spousef 0 0 0 0
Time spent out of the home? 0 0 0 0
Child environment and child well-beind" n/a n/a n/a n/a

(measured for families with children age 2-9)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public assistance
benefit records, state and federal tax codes, aggregate fiscal data, and county child care payment records. Refer to
Tables4.1,4.11, 5.1, 5.4, 5.6, and 5.9; and, in Volume 2, Tables 5.3 and 5.5.

NOTES: The pluses and minuses on this table are based on nonfinancial gains and losses from components.
Outcomes indicated as n/a are not measured. A more in-depth explanation of these components can be found in
previous chapters of this report and in VVolume 2.

Child care costs for sample membersin rural counties were estimated by applying estimated average utilization
rates and costs for families in urban counties to familiesin rural counties. Data from the 36-month survey suggested
little rural-urban difference in utilization and per-family costs of subsidized child care services.

3 ncludes transfer payments (cash assistance, Food Stamps, and Medicaid/MinnCare); administrative costs of

transfer programs; and costs of child care and other support services.

bRural sample sizes are too small to estimate the average length of stay in employment and training services.
Therefore the length of stay for sample members in urban counties were used to approximate those in rural counties,
and the employment and training cost estimates for rural counties should be interpreted with some caution.

¢Measured poverty is defined as the percentage of families whose earnings plus welfare benefits are below the
official poverty threshold. The appropriate threshold is determined by the number of children in the family. Because
the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not include income
from other sources, the measured poverty rate presented here is not comparable with the official poverty rate.

dPercentage who had continuous health insurance coverage during the follow-up period. The actual impact for
rural recent applicantsis 16.1 percent.

ePercentage who owned their home at the time of the 36-month survey. The actual impact for rural recent
applicantsis -14.1 percent.

fPercentage married and living with spouse at the time of the 36-month survey.

9Measured as average hours worked per week in current or most recent job. Actual impact for urban recent
applicantsis 2 hours per week.

hIncludes measures of domestic abuse, home environment (HOME), problem behavior (BPI), performancein
school, and health.
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families. It enabled one parent to reduce his or her work effort, but it did not reduce the likelihood that
at least one parent in the family would work. It reached the god of increasing the financid well-being of
two- parent recipients families, and it produced dramatic effects on maritd stability and homeownership.
Table 7.12 shows that MFIP cost more for two-parent recipient families than it did for other groups. It
cost the government about $19,000 per family over five years, or about $3,800 more per year per fam-
ily than it would have cogt for the welfare programs it replaced. Employing the “leaky bucket” tet,
MFIP was not as efficient a transferring income for this group as it was for the other groups. Each dol-
lar gained by the two-parent families in the welfare sample required about $2.80 in government spend-
ing. Interestingly, this difference in the program’ s efficiency between single- and two- parent families par-
dlds edimates that have been made for sngle- and two-parent families using the results from the NIT
experiments®

Two-parent gpplicant families, who were very likely to leave wdfare completely, received the
smdlest financid gain. The program brought gains of only $521 per family over five years for this group.
The program aso increased government costs by about $12,700 per family over the five years.

VI. MEFIP' sBenefits and Costs: Summary and Conclusions

The god that MFP most consgtently met was to increase the financid well-being of working
families, producing financid gains for nearly dl types of families As measured in the benefit-cost analy-
ss, the totd financid gain per family ranged from about $1,200 to $2,100 per year, over five years.
MHP's financid incentives underlie these gains, which are unusua among wefare-to-work programs.
Correspondingly, to produce these gains for families, MFIP spent more than the typical wdfare-to-
work program; depending on the research group, MFIP cost between $1,600 and $3,800 per year per
family over five years. In contragt, programs that provide employment and training services without any
finandid incentives typically save the government money.*

MHP was mogt efficient at producing financid gains for Sngle-parent long-term recipientsin ur-
ban counties, for whom each dollar increase for families came a a cost of only $.83 to the government.
For other sngle-parent families, the cost of each dollar gained by families was between $1.14 and
$1.36. For two-parent recipient families, each dollar gained by families cost the government about
$2.80.

MFIP's effects on employment and on welfare dependence varied. Those who would have
been least likely to work if MFIP had not existed and for whom MFIP provided the most intensive
treatment — Sngle-parent long-term recipients in urban counties — showed the largest employment
gans, dgnificant increases in earnings, and reductions in the likdihood of relying soldy on wdfare. At
the other end of the spectrum, the group who had the highest levels of work in the absence of the pro-
gram and for whom the program changed digibility rules and financid incentives — two- parent families
— showed no employment increases, some reduction in work effort by second wege-earners, and no
reduction in the likdihood of rdying sdy on wdfae The discusson

¥See Burtless, 1994.
“*See Gueron and Pauly, 1991, p. 168.
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Table7.12

Five-Year Estimated Net Gains and L osses per MFIP Group Member for Two-Parent
Family Sample Groups, by Accounting Per spective (in 1996 Dollars)

Perspective
Wefae  Government
Sample Budget Taxpayers Society
Component (A) (B) (C) (D)
Two-parent recipient families
Financial effects
Transfer payments, administrative
costs, and support service payments? 13,038 -17,060 -17,060 -4,022
Employment and training services 0 -598 -598 -598
Earnings and fringe benefits -7,194 0 0 -7,194
Taxes and credits 1,011 -1,488 -1,011 0
Net dollar effects 6,855 -19,147 -18,669 -11,814
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income below poverty© + n/a + +
Percentage working 0 0 0 0
Welfare use
Percentage receiving welfare - n/a - -
Percentage relying solely on welfare 0 0 0 0
Other family outcomes
Continuous health insurance coverage® 0 0 0 0
Homeownership® + n/a + +
Mother currently married and living with spousef + n/a + +
Time spent out of the home? 0 0 0 0
Child environment and child well-being”
(measured for families with children age 2-9) n/a n/a n/a n/a
Two-parent applicant families
Financial effects
Transfer payments, administrative
costs, and support service payments? 6,832 -9,220 -9,220 -2,388
Employment and training services® 0 -381 -381 -381
Earnings and fringe benefits -8,884 0 0 -8,884
Taxesand credits 2572 -3,162 -2,572 0
Net dollar effects 521 -12,762 -12,173 -11,652
Nonfinancial effects
Work, welfare, and income per quarter
Percentage with income below poverty© 0 0 0 0
Percentage working 0 0 0 0
Welfare use
Percentage receiving welfare - n/a - -
Percentage relying solely on welfare 0 0 0 0
Other family outcomes
Continuous health insurance coverage® n/a n/a n/a n/a
Homeownership® n/a n/a n/a n/a
Mother currently married and living with spousef n/a n/a n/a n/a
Time spent out of the home? n/a n/a n/a n/a
Child environment and child well-being”
(measured for families with children age 2-9) n/‘a n/a n/‘a n/a
(continued)
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Table 7.12 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) and public
assistance benefit records, state and federa tax codes, aggregate fiscal data, and county child care payment
records. Refer to Tables6.1, 6.8, 6.9, 6.11; and, in Volume 2, Tables 4.7 and 4.8.

NOTES: The pluses and minuses on this table are based on nonfinancial gains and losses from components.
Outcomes indicated as n/a are not measured. A more in-depth explanation from these components can be found in
previous chapters of this report and in Volume 2.

Child care costs for sample membersin rural counties were estimated using aggregate data from the urban
counties. Datafrom the 36-month survey showed no rural-urban differences in utilization of subsidized child care
services.

4 ncludes transfer payments and administrative costs of welfare (MFIP, AFDC, Food Stamps, and Family
Generd Assistance) and Medicaid/MinnCare and support service costs of child care and other support services
(client transportation and employment-related expenses, child care funded with either case management or
employment and training funds, school-related expenditures for self-initiated training, and other incidental direct
client costs).

bIn addition to activities shown in Table 7.3, employment and training costs for two-parent familiesinclude a
cost for operation and monitoring the Community Work Experience Program (CWEP). Except for costs of case
management and CWEP, length of stays for two-parent recipient families were used to approximate the stays for
two-parent applicant families, due to small sample sizes for applicants.

cMeasured poverty is defined as the percentage of families whose earnings plus welfare benefits are below
the officia poverty threshold. The appropriate threshold is determined by the number of children in the family.
Because the measure of income used here includes earnings, cash welfare, and Food Stamp benefits but does not
include income from other sources, the measured poverty rate presented here is not comparable with the official
poverty rate. For recipient families, the impact is based on adjusted poverty estimates from Table 6.8.

dpercentage who had continuous health insurance coverage during the follow-up period. Actual impact for
recipientsis 6 percent.

ePercentage who owned their home at the time of the 36-month survey.

fPercentage married and living with spouse at the time of the 36-month survey. The benefit-cost tables place
adifferent value on changesin marital status for single parents than for two-parent families. Because the empirical
evidenceis mixed on the long-term effects on children of entering into a stepfamily, increasesin marriage for
single-parent families are valued with a (?). In contrast, because there is a growing consensus that the average
effect of divorce on children is negative (except in the case of high-conflict marriages), increases in marital
stability for two-parent families are valued with a(+) (Cherlin, 1992; McLanahan and Sandefur, 1994).

9Measured as average hours worked per week in current or most recent job. For two-parent families this
outcome was measured for the respondent, who was usually the mother.

hIncludes measures of domestic abuse, home environment (HOME), problem behavior (BPI), performance in
school, and health.
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that follows summarizes MFIP s benefits and cogts for each group of families.

For angle-parent long-term recipients, the MFIP program increased employment, reduced tota
reliance on welfare, and reduced poverty. For single-parent families in urban counties, the program aso
increased earnings and produced important improvements in family and child well-being. MFIP has
achieved ared breskthrough, showing that awel-designed and well-implemented combination of finan-
cid incentives and mandatory services can achieve these three gods smultaneoudy and can move be-
yond the traditiona tradeoffs among work, welfare dependence, and poverty.

Moreover, for sngle-parent long-term recipients in urban counties, increasesin employment and
earnings were accompanied by increases in income that dso brought improvements in the well-being of
families and children. Specificdly, MFIP reduced domestic abuse and improved child outcomes. To
produce this sequence of effects for this group of families, the government spent about $1,700 per year
($8,500 over five years) more per family than it would have spent for the AFDC and Food Stamp pro-
grams.

For angle-parent long-term recipients in rura counties, MFIP did not lead to increased earn
ings, and it increased government costs by more than in the urban counties. Cogts per family in rurd
counties exceeded costs under the AFDC and Food Stamp programs by about $2,400 per year, over
fiveyears.

For sngle-parent recent gpplicant families, MFIP increased income, modestly increased work,
and, in the urban counties, reduced total dependence on welfare. Single-parent recent applicants were
expected to respond less dramatically to MFI P than long-term recipients, both because they were more
likely to work in the absence of the program and because alarge proportion of them were never subject
to the program’ s mandates. For those recent applicants in urban counties who were included in the child
study, MH P had few effects on child outcomes, which is congstent with its limited effects on ther finan-
cid outcomes. The added cost of MFIP to the government for recent applicants, relative to the AFDC
and Food Stamp programs, was remarkably similar to the added cost for long-term recipients — about
$1,600 per family per year in urban counties and about $2,400 per family per year in rura counties,
over fiveyears.

For two-parent families, MFIP produced gains in income among recipients, no effect on em
ployment and welfare dependence, some reductions in earnings due to reduced work effort by second
wage-earners, and dramatic improvements in marital stability. That MFIP s effects on two- parent fami-
lies employment and welfare dependence were different than its effects on sngle-parent families was to
be expected, given that two-parent families were the group most likely to work in the absence of the
program. However, the improvements in marital sability are an important effect of MFP's changed
digiility rules for two-parent families and of its support for working families. MF P aso cost more for
two-parent families than for other groups — an increase of about $3,800 per family per year over five
years, compared with the cost of the AFDC and Food Samp programs. For two-parent applicant
families, who were the group mogt likely to leave welfare completely, the increased cost to government
was $2,500 per year per family, over five years.

What is the bottom line? Did MF P achieve its goas? The answer dependsin part on the weight
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that is placed on the results for each type of family included in the evaduation. It seems gopropriate to
place substantia weight on the positive results for long-term recipients, the group of families who have
been of greatest concern to policymakers in Minnesota and elsewhere, and toward whom the most in-
tensive MFIP sarvices were therefore targeted.* For other types of families, who represent a much
smdler portion of the casdoad a any given time and who are less likely to be primarily dependent on
welfare, the judgment that Minnesotans make about MFIP' s success depends on how much they vaue
the increased financid well-being of families and the important nonfinancid benefits that the program
produced.

Importantly, Minnesota s public officids have not declared welfare reform afinished task but in-
stead have continued to revise the MFIP program in response to earlier research results and their ex-
perience in operating the MFIP fidd trids. In moving to a statewide program (MFIP-S) in 1998, Min-
nesota' s officids adjusted the program with changes amed at reducing costs and increasing the likeli-
hood that MFIP-S would increase employment among new gpplicants. The hope is that this find
evduation report on the MH P field trids will provide Minnesotans with information they need to con
tinue weighing the program’s benefits and costs againg their expectations about what welfare reform
should achieve in their Sate.

“IThe relative importance of urban long-term recipients is even greater today than when the program began in
1994, because the caseload in Minnesota and many other states has become increasingly concentrated with long-
term urban recipients. These families represent nearly two-thirds of the total caseload in counties that make up the
Twin Cities metropolitan area (Kvamme, 2000).
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Appendix A

Evaluation of STRIDE in Hennepin County
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The evauation design for the Minnesota Family Investment Program (MFIP) included a fourth
research group whose members received Aid to Families with Dependent Children (AFDC) but were
not eigible to volunteer for STRIDE services. This aspect of the design dlowed for an evauation of
Minnesota s voluntary Job Opportunities and Basic Skills Training (JOBS) program, which is STRIDE.
This gppendix presents findings on the effects for single parents of the STRIDE program that operated
in Hennepin County, which includes Minnegpolis. It presents STRIDE's impacts on participation in
employment and training activities and its impacts on employment, earnings, and welfare receipt.

. A Description of STRIDE

Minnesotals STRIDE program provided employment, training, and educational services to
welfare recipients. If assgned to the AFDC system, nonexempt, single-parent applicants received an
orientation to STRIDE.! After the orientation, those in a STRIDE “target group” were digible to
volunteer for STRIDE services. Included in the target group were the following individuds sngle
parents who had received welfare for 36 of the past 60 months, custodid parents under age 24 who
ether lacked a high school diploma or had limited work experience, and parents who were within two
years of losing digibility for aid because their youngest child was age 16 or older.

As was the case with MFIP sarvices, the first step for a STRIDE participant was to develop a
plan for sdf-sufficiency, or for eventualy securing employment. STRIDE differed from MFIP, however,
in that most volunteers entered the program to gain further education. Thus, STRIDE provided a more
long-term approach to leaving welfare. However, as discussed in Chapter 1 of this report, STRIDE was
changed in mid- 1995 to make it more employment-focused.

Evduating the effectiveness of STRIDE sarvices involves comparing outcomes for the AFDC
group with those for the AFDC/No Services group. The latter group was created as part of the
evauation design in Hennepin County. Upon applying or regpplying for AFDC, single parents assigned
to this group were not given information about the STRIDE program, but they were given information
about other services available in the community. The extent to which clients were encouraged to take
advantage of outsde services depended in pat on ther individua case manager. Field research
suggested that Hennepin County has a fairly large number of organizations providing employment and
training services.

If a recipient in the No Services group was dready recaiving STRIDE services a the time of
random assignment, she was dlowed to complete her current STRIDE component but not dlowed to
begin a new component. Data from the Basdine Information Form (BIF) indicate that among single
parents who were participating in an activity a random assgnment, 21 percent were participating as
part of a STRIDE plan.

'Examples of exemption criteria include providing care for a child under age 3 and working at least 30 hours per
week.
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[. Participation in Employment and Training Activities

Although many services were avalable in the community, the availability of STRIDE services
may have increased Sngle-parent recipients participation in education and training services. TablesA.1
and A.2 present estimates of long-term recipients and recent gpplicants participation in employment
and traning activities during the 36 months after random assgnment. Because the sample Szes are
relatively smdl, the impacts were estimated using the full samples, rather than only those within each
group who were dligible to volunteer for STRIDE — the target groups. Table 2.2 of the report shows
that, at random assignment, 84 percent of long-term recipients and 32 percent of recent applicants were
eigible to volunteer for STRIDE.

Table A.1 showsthat, in Hennepin County, the ability to volunteer for STRIDE services did not
increase snge-parent long-term recipients overdl participation rates, either in employment-related or
education-related activities, but it did affect the types of activities in which they participated. Compared
with members of the AFDC/No Services group, recipients in the AFDC group were more likely to
participate in basic education and less likely to participate in post-secondary education. They were aso
somewhat more likely to participate in vocationd training, dthough this difference is not datisticaly
significant. Thus, athough STRIDE did not affect overdl participation rates, it gppears to have steered
some recipients into different activities (basic education) than they would have chosen if they had sought
out services on their own.

For angle-parent recent gpplicants in Hennepin County, STRIDE had smilar effects. Members
of the AFDC group were somewhat less likely than members of the AFDC/No Services group to
participate in any education and training activity, dthough the impact of 7.6 percentage points is not
gatidicaly sgnificant. The impacts that gppear to have driven this overal impact are areduction in post-
secondary education (although not datigticdly sgnificant) and a reduction in vocationd training (6.4
percentage points). The impacts on education and training were maiched by a smilar-szeincrease in
rates of participation in employment-related activities, dthough this impact of 5.7 percentage points is
not datisticaly sgnificant. Thus, dthough not many of the impacts are datidicaly sgnificant, STRIDE
gppears to have caused some individuas who would have participated in education-focused activities to
instead participate in employment-related activities.

[11. Effectson Employment, Earnings, and Welfar e Receipt

This section presents impacts of STRIDE on single parents employment, earnings, and welfare
receipt in Hennepin County. Table A.3 presents impacts for long-term recipients, and Table A.4
presents impacts for recent applicants. The impacts are estimated only for those within each group who
were eligible to volunteer for STRIDE, or those in the target groups.

Compared with the AFDC/No Services group, the availability of STRIDE services reduced
employment and earnings among long-term recipients in the AFDC group, a least during the early
quarters of follow-up (Table A.3). Employment rates increased gradually for the AFDC/No Services
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TableA.1

Impacts of STRIDE on Participation in Employment and Training Activities and Educational
Attainment for Single-Parent L ong-Term Recipientsin Hennepin County

AFDC/ Impact
Qutcome (%) AFDC NoSeavices (Difference)
Emplovment and training activities
Ever participated in any employment
or training activity 60.2 61.1 -0.9
Short-term employment-related activities 36.9 35.6 1.4
Career workshog 224 219 0.5
Group job search 220 232 -1.2
Individua job search 119 99 2.0
Any education and training activity 46.5 477 -1.2
Basic education 234 16.8 6.5 *
Post-secondary education 21.3 28.8 -7.4*
Vocational training 133 8.2 51
On-the-job training/work experience 38 43 -0.5
Sample size (total = 417) 279 138

SOURCE: MDRC calculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsare
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may dightly vary for each outcome variable.

Rounding may cause dlight discrepancies in sums and differences.



Table A.2

Impacts of STRIDE on Participation in Employment and Training Activities and Educational
Attainment for Single-Parent Recent Applicantsin Hennepin County

AFDC/ Impact
Outcome (%) AFDC NoServices (Difference)
Employment and training activities
Ever participated in any employment
or training activity 60.1 59.8 0.3
Short-term employment-related activities 29.6 239 5.7
Career workshog 13.9 16.6 2.7
Group job search 155 15.7 -0.2
Individua job search 11.7 7.0 4.6
Any education and training activity 44.8 524 -7.6
Basic education 15.8 184 -2.6
Post-secondary education 24.7 305 -5.8
Vocationa training 9.7 16.1 -64 *
On-the-job training/work experience 0.9 21 -1.2
Sample size (total = 412) 325 87

SOURCE: MDRC cdculations using data from the 36-month client survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to Octaober 31, 1994, excluding
the small percentage who were receiving or applying only for Food Stamps at random assignment.
A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levelsare

indicated as*** = 1 percent; ** =5 percent; * = 10 percent.
Sample size may dightly vary for each outcome variable.
Rounding may cause slight discrepancies in sums and differences.



TableA.3

I mpacts of STRIDE on Employment, Earnings, and Welfare Receipt for
Single-Parent Long-Term Recipientsin Hennepin County

AFDC/ Impact
Outcome AFDC  NoServices (Difference)
Employment (%)
Quarter 1 27.5 28.7 -1.2
Quarter 2 30.0 35.6 -5.6 **
Quarter 3 337 36.2 -25
Quarter 4 30.0 36.3 -6.3 ***
Quarter 5 313 39.3 -7.9 ***
Quarter 6 344 39.2 -48 *
Quarter 7 35.6 38.8 -32
Quarter 8 39.5 41.5 -2.0
Quarter 9 405 41.0 -0.5
Quarter 10 41.6 46.7 52 *
Earnings($)
Quarter 1 305 319 -15
Quiarter 2 340 483 =143 ***
Quarter 3 463 583 -120 **
Quarter 4 507 713 -206 ***
Quarter 5 577 752 =175 **
Quarter 6 641 813 =172 **
Quarter 7 746 911 -165 *
Quarter 8 827 957 -130
Quarter 9 997 1,026 -29
Quarter 10 1,109 1,251 -142
Welfarereceipt (%)
Quarter 1 97.4 97.4 0.0
Quarter 2 97.0 96.4 0.6
Quarter 3 93.0 90.6 24
Quarter 4 89.4 86.5 28
Quarter 5 85.9 85.0 0.9
Quarter 6 81.0 81.5 -0.5
Quarter 7 79.5 79.9 -04
Quarter 8 76.0 77.5 -1.5
Quarter 9 74.5 74.1 0.4
Quarter 10 68.8 70.7 -1.8
Welfar e benefits ($)
Quarter 1 1,922 1,940 -18
Quarter 2 2,002 1,980 22
Quarter 3 1,901 1,829 72 *
Quarter 4 1,830 1,761 69
Quarter 5 1,709 1,671 38
Quarter 6 1,641 1,619 22
Quarter 7 1,587 1,578 9
Quarter 8 1,537 1,502 34
Quarter 9 1,447 1,446 1
Quarter 10 1,383 1,367 16
Sample size (total = 1,277) 635 642

(continued)



Table A.3 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated
as*** =1 percent; ** =5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General
Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.
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TableA .4

I mpacts of STRIDE on Employment, Earnings, and Welfare Receipt for

Single-Parent Recent Applicantsin Hennepin County

AFDC/ Impact
Qutcome AFDC  No Services (Difference)
Employment (%)
Quarter 1 51.0 46.7 4.3
Quarter 2 41.7 36.3 54
Quarter 3 4.7 34.4 10.2 ***
Quarter 4 425 38.3 4.2
Quarter 5 45.8 40.8 5.0
Quarter 6 47.4 40.7 6.7 *
Quarter 7 48.6 38.7 9.9 **
Quarter 8 48.6 42.1 6.5 *
Quarter 9 51.7 452 6.5 *
Quarter 10 52.3 47.8 45
Earnings ($)
Quarter 1 607 565 42
Quarter 2 574 512 62
Quarter 3 758 606 152
Quarter 4 841 664 178 *
Quarter 5 939 791 148
Quarter 6 1,013 850 163
Quarter 7 1,151 966 185
Quarter 8 1,160 1,047 113
Quarter 9 1,325 1,152 173
Quarter 10 1,510 1,188 323 **
Welfarereceipt (%)
Quarter 1 80.4 85.3 -4.9*
Quarter 2 83.1 87.6 -4.5
Quarter 3 77.4 82.9 -55*
Quarter 4 72.0 78.2 -6.2*
Quarter 5 65.9 71.8 -5.8
Quarter 6 61.9 65.6 -3.7
Quarter 7 58.3 63.1 -4.8
Quarter 8 56.9 63.2 -6.3*
Quarter 9 54.3 60.1 -5.8
Quarter 10 49.9 59.0 -0.1 **
Welfar e benefits ($)
Quarter 1 774 825 -52
Quarter 2 1,278 1,366 -88
Quarter 3 1,234 1,407 =173 ***
Quarter 4 1,127 1,347 =220 ***
Quarter 5 1,045 1,209 -164 **
Quarter 6 996 1,126 -130 *
Quarter 7 959 1,102 -143 **
Quarter 8 932 1,089 -156 **
Quarter 9 920 978 -59
Quarter 10 844 991 -147 **
Sample size (total = 784) 488 296

(continued)
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Table A.4 (continued)

SOURCES: MDRC calculations using data from Minnesota's Unemployment Insurance (Ul) earnings records and
public assistance benefit records.

NOTES: The sample includes members randomly assigned from April 1, 1994, to March 31, 1996, excluding the
small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are indicated
as*** =1 percent; ** =5 percent; * = 10 percent.

Welfare receipt is defined as receipt of either Food Stamp coupons or cash benefits from AFDC, Family General
Assistance, or MFIP. Average welfare benefits are the sum of benefits from any of these sources.



group, from 28.7 percent in quarter 1 to 46.7 in quarter 10. However, employment rates increased less
rgpidly for the AFDC group, for a reduction in employment in severd early quarters. The impacts on
earnings follow a amilar pattern. STRIDE sarvices had no effects on wefare receipt, as shown in the
lower hdf of thetable,

Table A.4 presents STRIDE's impacts for single-parent recent applicants in Hennepin County.
The mgority of these individuds digible to volunteer for STRIDE were young parents with little
education or work experience and parents whose youngest child was within two years of age 18.
Employment rates for both groups fell after quarter 1, dthough the decrease was somewhat less
dramatic for the AFDC group. Recent applicants in the AFDC group had higher employment rates than
those in the AFDC/No Services group in severd later quarters; in quarter 7, for example, 48.6 percent
of them worked, compared with 38.7 percent of the AFDC/No Services group. Average earnings were
adso higher for the AFDC group throughout the period, athough only two of these impacts are
daidicdly dgnificant. Condstent with STRIDE's impacts on employment and earnings for recent
gpplicants, angle parents in the AFDC group were less likely than those in the AFDC/No Services
group to receive welfare in severd quarters of follow-up, and, on average, they received fewer benefits.

V. Conclusion

In Hennepin County, the ability to volunteer for STRIDE services generdly increased
employment among recent applicants and reduced it among long-term recipients. The impacts on
participation suggest that these effects may reflect differences in the types of activities in which sngle
parents participated. For long-term recipients, STRIDE increased the number participating in basic
education. For recent gpplicants, it increased participation in employment-related activities but reduced
participation in educationrelated activities. It should be noted, however, that many of these impacts are
not datigticaly sgnificant. In addition, the effects of STRIDE may be underestimated, given that sngle
parentsin the AFDC/No Services group had access to awide range of servicesin Hennepin County .
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Appendix B

Participants Knowledge of Programsand
Per ception of Benefit Time Limit

-245-



TableB.1

K nowledge of MFIP and AFDC Programs and Perception of Benefit Time Limit
Reported by Single-Parent Long-Term Recipients, in All Counties

Impact

Outcome MFIP AFDC (Difference)

K nowledge of program reguirements

Would sample member be required to |ook

for work or get help looking for work?
Yes 83.4 71.0 12.4 ***
No 13.0 26.8 -13.8 ***
Don't know 3.6 21 14

Would sample member haveto go to

work, school, or training in order to

continued receiving income assi stance?
Yes 78.2 68.5 9.7 *x*
No 15.5 26.4 -10.9 ***
Don't know 6.2 5.1 12

K nowledge of work incentives

If sample member |eft welfare for work,

could she receive medical benefits and

child care for one year?
Yes 84.8 74.4 10.4 ***
No 6.5 12.0 -5.5 *x*
Don't know 8.7 13.6 -4.9 **

If sample member had afull-time

job, would the she lose all of her

income assistance benefits?
Yes 37.7 59.8 =221 **x*
No 54.2 31.9 22.3 ***
Don't know 8.1 8.3 -0.2

Per ception of benefit timelimit

Isthere atime limit on how long you

can receive income assistance benefits?
Yes 76.4 72.6 38
No 12.2 18.7 -6.5 ***
Don't know 11.4 8.6 28

Isthere atime limit on how long

you can receive Food Stamps?
Yes 50.7 57.8 -7.1 **
No 22.8 27.1 -4.3
Don't know 26.4 15.1 11.4 ***

Sample size (total = 976) 488 488

SOURCE: MDRC calculations using data from the 36-month survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may dlightly vary for each outcome variable.

Rounding may cause slight discrepanciesin sums and differences.

@A higher fraction of the caseload in the rural counties than the urban counties was randomly assigned
into the evaluation, meaning that the rural counties are over represented in the full evaluation sample. To
account for this when estimating impacts for urban and rural counties combined, long-term recipientsin rural
counties were weighted down by afactor of .56, and recent applicantsin rural counties were weighted down
by afactor of .66 .



TableB.2

Knowledge of MFIP and AFDC Programs and Per ception of Benefit Time Limit
Reported by Single-Parent Recent Applicants, in All Counties

I mpact
Qutcome MFEIP AFDC (Difference)
Knowledae of proaram reguirements
Would sample member be required to ook
for work or get help looking for work?
Yes 81.0 75.3 5.7 **
No 134 18.8 -5.4 x**
Don't know 5.5 5.7 -0.2
Would sample member have to go to
work, school, or training in order to
continued receiving income assistance?
Yes 735 66.3 7.2 ***
No 16.7 22.8 -6.1 ***
Don't know 9.8 11.0 -1.2
| E . .
If sample member |eft welfare for work,
could she receive medical benefits and
child care for one year?
Yes 79.8 69.1 10.8 ***
No 104 13.8 -35*
Don't know 9.8 17.1 -7.3 ***
If sample member had a full-time
job, would she lose all of her
income assistance benefits?
Yes 46.4 60.9 -14.5 ***
No 41.8 27.6 14,2 ***
Don't know 11.8 11.5 0.2
. | it £ .
Is there atime limit on how long you
can receive income assistance benefits?
Yes 69.0 64.0 5.0 *
No 16.2 19.1 -29
Don't know 14.8 16.7 -1.9
Is there atime limit on how long
vou can receive Food Stamps?
Yes 49.7 47.0 2.7
No 24.7 28.3 -3.6
Don't know 25.6 24.6 1.0

Sample size (total = 1,278) 665 613

SOURCE: MDRC calculations using data from the 36-month survey.

NOTES: The sample includes members randomly assigned from April 1, 1994, to October 31, 1994,
excluding the small percentage who were receiving or applying only for Food Stamps at random assignment.

A two-tailed t-test is applied to regression-adjusted impact estimates. Statistical significance levels are
indicated as*** = 1 percent; ** =5 percent; * = 10 percent.

Sample size may slightly vary for each outcome variable.

Rounding may cause slight discrepancies in sums and differences.

®A higher fraction of the caseload in the rural counties than the urban counties was randomly assigned
into the evaluation, meaning that the rural counties are over represented in the full evaluation sample. To
account for this when estimating impacts for urban and rural counties combined, long-term recipientsin rural
counties were weighted down by a factor of .56, and recent applicantsin rural counties were weighted down
by afactor of .66.



Appendix C

Evaluation of the Food Stamps Only Group
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This gppendix presents the effects of the Minnesota Family Invesment Program (MFIP) on
samples of S