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MS. WITTE:  My name is Ann Witte.  I'm professor of Economics at Wellesley College, which is outside Boston and at Florida International University, which is the state University in Miami, Florida.  



We've been doing research with Florida, Alabama, and Massachusetts since 1995. When we began our field work, we had no idea that welfare reform was going to come along. Sometimes in your research career, you're at the right place at the right time, and we seem to have been there.  



We've been able to get longitudinal studies completed much more rapidly than most people, because we happen to have been in the field before welfare reform occurred.  



What I will be talking about today is our longitudinal work.  This is mainly concerned with the impact of welfare reform and child care policy on the earnings and probability of work of low-income families.



We've been collecting data in Dade County since March of 1996. We have monthly snapshots of a number of administrative databases. I'm presenting a summary of two papers that use these data.  



The first paper considers the low-income population who have not been on TANF and asks what's happening to their labor markets.  The second paper, which is hot off the press, looks at the TANF population during the period March,1996 through February of 1998 - a two-year longitudinal study.



As previewed previously, there are three primary questions that we're seeking to answer.  One is, what is the impact of welfare reform on labor markets for low-income women. It is not possible to talk about self-sufficiency without talking about these particular labor markets.  



In spite of affirmative action and years of change in the labor market, low-income women are still heavily concentrated in particular industries, such as in the service sector and the retail and wholesale trade sectors. It's a fairly concentrated employment mix.  



The second question is:  what is the impact of child care subsidies on unemployment and earnings. We will also consider the impact of child care administrative.  There are a lot of different administrative leavers that states have that can impact people's ability to be self-sufficient. 



A second vein of our work, which we'll be pursuing over the next couple of years, is to look at what we call two-generational self-sufficiency. It's not enough to think about the self-sufficiency of the current low-income population.  You need to think about what's happening to their children as well.  



We will be expanding our work to look at the impact of childcare policies and of local labor market conditions on what's happening to children.



We're using three different databases for these two papers. One is for income-eligible child care subsidy recipients from March 1996 to February of 1997.  We have 24,436 monthly observations on 2,791 families.  



The data are for Miami-Dade County.  



There are analytic issues when you analyze data for the income-eligible population. A large proportion of this low-income population that are eligible for child care subsidies do not actually use child subsidies.  



In technical terms, there is a generalizability issue, which economists call a sample selection problem. We use Current Population Survey data from March 1995 to February 1997 to discern the degree to which results for income-eligible subsidy recipients can be generalized. What we see occurring for the income-eligible subsidy population, we also see for the broader low-income female population in the Current Population Survey data.



 In the second paper, we look at current and former welfare recipients. We use data from March of 1996 to February of 1998.  We have 29,484 monthly observations on 4,339 families.



Because cleaning up administrative data can be such a tremendous amount of work, people often stop when they clean up the administrative data and say I have my database, so I'm going to do my analysis, and I'm going to report my results.



That isn't the way you get policy-relevant research.  Once you've got your administrative data, you need to look at and to think about the policies and the milieu that's affecting the particular families that you're analyzing.



In addition to the individual administrative data, we obtained budget information, reimbursement rate information, co-payment schedules and administrative procedures.  



The policy and procedure manual for Massachusetts is very thick and it changes every so often.  And reading it is not a recipe for anything very delightful. But it is necessary to do good research.  



We also got a great deal of information from the child care subsidy system.  We have client assessments for the welfare recipients.  



Perhaps one of the most interesting data elements are these assessments of welfare clients as to their employment readiness.  Armed with these data, we are able to look at the differential impact of policies on employment-ready clients as well as clients with substantial barriers to employment.  



We also have caseload information and sanctioning information. We will consider the impact of sanctions on employment.  We have administrative procedures and policy documents for the welfare system.  

Two minimum wage increases occurred during the study period.  You can't talk about employment and earnings of low-income workers without thinking about the minimum wage and what the impact of changes in the minimum wage would be. The Earned Income Credit is also impacting this population in quite major ways.  



When you're doing this kind of work, you need to think broadly not narrowly. A poorly-specified model, a model that used only administrative data, could not make attributions.  A well-specified model that comes from a theoretical frame can.  At least economists believe that it can.  Psychologists might demur.



We also wanted data reflecting the availability of early childhood education programs and the costs of working for families. Families are more likely to work if the costs of working are lower.  



As Deb and a number of you in the audience mentioned, the early education system is a nonsystem.  Right?  You have pre-K programs.  You have Head Start programs.  You have child care subsidies, and you can't look at one in absence of the others.  So we needed to get information on the pre-K programs and the Head Start programs in the areas we're studying.



We also needed to look at the cost of child care and transportation since these are the major costs of working for low-income families.  We consider the cost of child care workers and the cost of rental space for child care. We're estimating what's called reduced forms, and the variables including the model need to be exogenous.  This means that we need to choose explanatory variables carefully.



I believe very strongly that you cannot do this type of research at the state level.  States are not where child care occurs.  States are not labor markets.  



For example, consider Florida.  If I did research that was for the entire state of Florida, I would be making the assumption that the child care market and the labor market was statewide.  Well, it can take you ten hours to drive from Miami to Tallahassee - hardly a single labor market.  So I encourage you to think about local communities and local labor markets when you study welfare reform and child care.



We measure labor market conditions by the growth of employment for firms with large numbers of entry-level female workers. We look specifically at the service industries, retail and wholesale trade, nondurable manufacturing and government.  "Nondurable manufacturing" includes such industries as food processing and textile work. 



We look at the income and racial, ethnic makeup of the neighborhoods.  We look at housing.  We have information on Section 8 housing.  We have information on public housing.  We look at crime, drugs, and police presences in neighborhoods.  



In addition to having these explicit measures of the community milieu, we also have a binary for each community in Dade County. Economists call this a ”Fixed Effect”. This fixed effect controls those 

community-specific factors that we have not measured explicitly measured explicitly.  



For those of you who are interested, the paper can be obtained either from Wellesley College or on the ASPE web site, and the details of the variables we use are in Table One of the papers.



The setting looks like a great place.  Right?  This is straight off the Miami, Dade County web site.  Miami-Dade is a very interesting county.  It has a major multi-racial, multi-ethnic metropolitan area, the Miami-metropolitan area.  



Some of the major neighborhoods where large numbers of low-income people live are Little Havana, which is Cuban and Central American, by and large.  Little Haiti, which I think you could guess what ethnic group lives there.  



Liberty City/Overtown, which is a very old Afro-American area of Miami. It's the area that brought you the riots of the 1980s. In the southern part of the county, there are impoverished agricultural communities (e.g., Homestead and Florida City).  This are was completely wiped out by Hurricane Andrew.  They also have been devastated by NAFTA.  There are large numbers of migrant workers who traditionally picked row crops.  "Row crops" are the beans and tomatoes that you all enjoy during the winter.  NAFTA has wiped out the industry in South Florida. There's a tremendous number of poverty issues in the southern part of the county.



Miami-Dade was 55 percent Hispanic, 20 percent black in 1996.  It is a minority city.  I'm a rarity in the Miami area. Large numbers of “Euros” moved out of Miami after Hurricane Andrew destroyed their homes. Instead of having a home to sell, they had an insurance check to take wherever they wanted to go.



Approximately 38 percent of the children are living in poverty in Miami-Dade County.



Let's talk a little bit about welfare reform in Miami-Dade County.  The power to administer welfare reform was given by the state legislature to local employer dominated WAGES coalition.  The "WAGES" stands for Work and Gain Economic Self-Sufficiency.  Florida is very good at acronyms.  I think it comes from having a large tourist industry.



The largest contract of the WAGES coalition was given to Lockheed Martin. This is an area where privatization is occurring.  You also have local employer dominated work force boards. The Work Force Development Board is separate from the WAGES Coalition.  Both are employer dominated.  



Miami-Dade is an area where you have a great deal of local discretion and you have privatization.  So it's a fairly interesting area to study.  



The approach to welfare reform is a work-first approach.  There are stringent time limits, much more stringent than the federal law requires.  There was heavy use of sanctions during '97 and '98.  Miami-Dade found out that sanctions didn't work very well. Sanctions have been used less since 1998.  Now there is an attempt to work with clients rather than to sanction them immediately.



The time limit for cash assistance is no more than four years over the course of your lifetime, and no more than two continuous years.  The group of people with a two-year time limit, a 24-month clock, came to an end of their eligibility in October of 1998. People with a 36-month clock, will end their eligibility in October of 1999.



There has been a very dramatic increase in funding for child care subsidies in the Dade County areas.  The funding for subsidies went from $25.7 million in March, 1996 to $50.2 million in February of 1998.  This represents almost a doubling of child care subsidies.  



There has been a legislative drive to make sure that childcare subsidies facilitate welfare reform.  Last year there was a drive to provide more subsidies for the no-recipient low-income population.



The legislature first set up a priority system, which gave current and former welfare recipients priority over the working poor for child care subsidies.  The system was quite complex, and was not well-implemented in Florida.  



The next year, the legislature came in and said okay, we're just going to split the budgets.  So the next year, they actually split the budget, creating a separate budget for current and former welfare recipients and a separate budget for the low-income non cash assistance population.  This system was easier to administer.



Florida is a neat place to do research, because it changes a lot.  For example, Florida has a different co-payment schedule every year. During the three years of our study, we observe three different co-payment schedules.  



In addition, we had a natural experiment during our study period. TANF recipients had to make co-payments starting in July 1, 1997. The law required them to start paying October 1, 1996, but Dade didn't implement that law until July 1, 1997.  



There is an important lesson for researchers here - what the law says and the actual implementation in the field need not be the same.  I suggest very strongly that you get heavily involved in what's going on in your local field sites. Work carefully with the people actually administering the program.  It's been invaluable for us.



Empirical Model.  We're estimating what's called in economics a reduced-form model.  You know, it's a big word for the idea that you make sure that everything that's on the right-hand side, that you're using as explanatory variables in your model, is truly exogenous.  



A reduced-form model can tell you everything that's interesting from a policy perspective.  We want this to be a policy relevant piece of research, and a reduced-form model is appropriate

   

Jerry asked me to put some Greek up, so I put some Greek up.  Basically all this says that we see the things we're interested in, which is the probability of work and earnings, as dependent upon policy and administrative variables, on the availability of early childhood education, human capital, and sociodemographic variables meaning what these people look like.  



How much education do they have?  What racial ethnic group are they?  Do they speak English?  Things of this nature.  Cost of work variables, which we discussed earlier, local labor market variables and, of course, community characteristics. This provides just a summary description of the model that we'll be estimating.  



Now, this is also one that may be boring to some and interesting to others.  You need to use some statistical techniques in order to estimate these kind of models.  



We're using longitudinal data.  When you use longitudinal data, you have to be very careful to think thoroughly about how you handle the unmeasured, unique effect for each family.  There's always going to be something unique about a family that you have not specified in your model.  





Longitudinal data has the strength of allowing you to control for those unmeasured effects. There are two basic ways of doing that.  You can either used a fixed-effects estimator or a random-effects estimator.  We actually experiment with various estimators in the paper.  



The longitudinal data that you will get from administrative records are what is called unbalanced.  Now, that sounds like you should send them to some place like Chattahoochee, the mental institution in Florida.  What it actually means is that the families don't stay around all the time.  



The people that we see in February, March, and April of 1997 may not be there in February, March, and April of 1998.  You have to deal with this, because this imparts what's called heteroskedasticity to the standard errors.  You need to adjust for this.  We adjust by using robust standard errors that we obtained using boot strapping.



Everyone's been talking about Y-2K.  So I thought that since I'm dealing with two panels, a one-year and a two-year panel, in order to clue in which data set I'm using, I would have a 1Y and a 2Y.  So on the next few slides, you'll see a 1Y and a 2Y.  1Y refers to the one-year panel, and 2Y refers to the two-year panel.



Let's look at the empirical results for the income-eligible population, and the results that we also were able to replicate with the broader low-income population using Current Population Survey data.  



What's the effect of welfare reform and the minimum wage increase - the minimum wage increase of October 1, 1996.  Then leads to a decrease in the monthly earnings of the working poor of approximately six percent.  A decline of earnings between $35 and $78 per month with $57 per month being most likely.  



Why would welfare reform or the minimum wage increase lead to a decline in earnings?  Competition in the labor market.  All of a sudden, you have a large influx of welfare leavers, the people who left the rolls for the labor market.  



What does that do to the labor market?  It lowers hours of work.  The minimum wage increase causes a decline in hours and the CPS confirms this.  The influx of low-skill workers due to welfare reform lowers both wages and hours with the minimum wage increase having the effect of lessening the impact on wages.



One-year panel again.  State and federal child care subsidies.  Increase of $38 per eligible child, which is the 15-percent increase that we see over the first year.  The big increase in subsidies occurred during the second year.  Their percent increase is associated with an increase in monthly earnings of between $60 and $103 per month with an increase of $81, eight percent being most likely.  



Higher rates of increase in parental co-payments, that is benefit reduction rates, lead to lower earnings.  We find the work disincentive effect that you would anticipate from a co-payment schedule.



VOICE:  Could you explain what that means, increase in subsidy payments of child care resulting in increased earnings for the parents in that relationship?



MS. WITTE:  What I mean is, I must have an exogenous measure of subsidies.  I can't look at the actual subsidy that a family receives, so I look at the subsidy per eligible child in that area.  



As that subsidy becomes higher, the earnings of the low-income population also increase.  So this is a statement to the effect, that subsidies allows increases in earnings.  Subsidies do make a difference, they are helping to achieve the goals of welfare reform.



VOICE:  Are there more hours?  Is it the result of more hours?



MS. WITTE: I'd have to use CPS data to tease that out, and I didn't look at CPS data in that regard. So my apologies.



I would guess more hours.  It's possible, of course, that it could be higher wages.  Why would child care subsidies potentially allow you to get higher wages?



VOICE:  I'm Margaret Beckin (phonetic), and I'm from the General Accounting Office.  I just wanted to know whether the increase in earnings was a result of hours -- increase in hours of work rather than something else.



MS. WITTE: And what my response to her question was, it's probably a combination of increase in hours of work and increase in wages.  But I have not teased out the relative importance of the two effects.  



With our Massachusetts data, we will be able to talk about the impact on wages and the impact on hours separately.



Yes, ma'am.  Stand up.  Stand up.  Face the audience.



VOICE:  Terry Feeling (phonetic) with the National Association of Child Advocates.  Is the increase in the parental co-pay concurrent with the increase in the subsidies?



MS. WITTE:  Yes.  In other words, the increase in co-payment and increase in subsidies occurr during the same time period.  I simply put in the co-payment rates the way you put tax rates in if you were studying employment for a more general population.  



VOICE:  So the overall effect was lower earnings or higher earnings since you don't have that.  You give a number of higher earnings with child care subsidies, but you don't talk about how much it decreased earnings because of the parental co-pay.



MS. WITTE:  I haven't done that simulation.  It's a simulation that could be done, but I haven't done it.  



I can tell you that the increase in child care subsidies, the positive effect on earnings of the increase in the child care subsidy more than offset the negative impact of welfare reform on the market.



Other questions?  Yes.  Yes, sir.



VOICE:  Do you have enough data to be able to translate this?  Other studies have looked.  If you had so much subsidies per hour, how much that would increase labor supply?



MS. WITTE:  Meaning that the reimbursement rate as opposed to funding levels?



VOICE:  Yes.  I wonder if there is some way to translate that so we can see how this fits with other work.



MS. WITTE:  If you can give me the work, I can take a look at it and see if I can make what we've done comparable.



Yes, ma'am.  And then yes, sir.



VOICE:  I'm just a bit confused.  The first slide, you said the welfare reform and minimum wage resulted in a decrease in earnings.  Now, this is the separate model?



MS. WITTE:  No, this is the same.  So this is a multi-variate model.  The strength of what we're doing, and I think why it's relatively unusual is that we control for all of these things.  



So it's the effect of the minimum wage and welfare reform controlling for the increase in child care subsidies.  It's the effect of the increase in child care subsidies controlling for the minimum wage increase and welfare reform.



VOICE:  So if you didn't put controls, what would be the ultimate effect if you didn't separately estimate?



MS. WITTE:  This is a multi-variate model.  So what we do is since everything is occurring at the same time -- people live in a certain community.  The labor market has certain conditions.  There is a certain co-payment schedule in effect.  Welfare reform either is or is not in effect.  Minimum wage increase either is or is not in effect.  



We take all of these factors into account.  So when I report any result, it is the effect of that variable controlling for everything else in the model.



VOICE:  Over a period of time, what was happening to the participant's earning?



MS. WITTE:  Controlled.  Now, there are two ways of saying it.  



MS. WITTE:  Actually, The dependent variable is earnings for this population.  It wasn't the question we were interested in. That's why we always gain so much by these sessions.  We find out what questions I should be answering.  



And the beauty of this kind of model is you can answer an awful lot of questions.  It's just a matter that a researcher has to choose which questions to focus on.



VOICE:  Yes.



MS. WITTE: What we were interested in is the effect of the policy levers.  You have certain policy levers, things you can change.  We ask: What is the impact of changing those policy levers, changing co-payment schedules, changing reimbursement rates, changing funding levels?  What is the impact of those on employment and earnings?  



VOICE:  (Inaudible.)  Are you looking at how these impacted lives?  (Inaudible.)



MS. WITTE:  So you're saying uncontrolled, what happened to earnings over this period for the low-income population?



VOICE:  Yes.



MS. WITTE:  Well, you tell me how I'm going to answer that question.  Let me tell you how I think I can answer the question you should have asked.




(Laughter.)



MS. WITTE:  The way I would answer the question I think you should have asked is, if I take the conditions that existed in March of 1996, and I project the earnings for the typical low-income family, and I take the conditions at the end this panel (February 1997), would their earnings be higher or lower?  I think that's the simulation you want.



My guess is they would be higher.  I have not done that simulation.  It's quite doable, and I would be happy to tease it out.  And my guess is that they would be higher, but I can't say definitively, because I haven't done it.



Yes, sir.



VOICE:  (Inaudible) from Ohio.  Have you looked at non-labor income, in other words, interest earnings?  (Inaudible.)



MS. WITTE:  In other words, are they net better off given that they have their children in more hours of care and may be paying higher co-payments?


VOICE:  (Inaudible.)  I'm assuming the co-payments went down for -- people with higher incomes may have been getting subsidies they would have not otherwise been given subsidies or co-payments?  



MS. WITTE:  No. Florida has a particularly complex co-payment schedule.  It took me probably two years to figure out how to think about it in terms of incentives. The co-payment schedule actually, if anything, went down slightly but not much for the typical recipient.



VOICE:  The question that I'm asking is, what's the difference, what's the marginal return to the individual?  Did they have to spend more money to get this higher income level?



MS. WITTE:  What you're asking me to do, and it's actually something that could be done, is to then take the increase in income that these people had, which I could estimate for the typical person, and look at the typical increase in child care costs.  I have not done it but, again, it can be done with this kind of data.  



It's the beauty of being able to put together this kind of rich data, that people can ask you questions, and while you can't answer them off the top of your head, you can go back and get answer them.



Other questions?  Okay.



You can see 2Y now.  This is something we just finished. And this one, I won't be able to release until I do the presentations around Miami-Dade County. That should be done by the end of June, then anyone who would like copies will be able to get copies.



This study is using the two-year panel, so we're extending our study period to February of 1998.  State and federal child care subsidies, they increased in Miami-Dade specifically by $145 per eligible child, a 94-percent increase from March of 1996 to February of 1998.  



The impact of this increase in child care subsidies depends on the employment readiness of the client. We're considering not the income-eligible population, but we're dealing with the current and former welfare recipients.  



We wanted to provide you some insights for that hard-to-serve welfare population.  



For those with barriers to employment, the hard-to-serve population, we saw an increase in the probability of work from 37 percent to 41 percent.  Not a big impact, but significant.  



VOICE:  Would that be an increase or that was their probability of working?



MS. WITTE:  Their probability of working, 37 percent to 41 percent. This is not the group that is working by and large.  These are the people with substantial barriers to employment.



For those ready for employment, the probability of employment went from 60 to 70 percent.  A more substantial impact for this group.  



The impact of child care subsidies also depends upon your priority system and your budgeting structure. The way in which you set your priorities, and how you set up your budget for child care.



Let's look at the empirical results not for the probability for work but for recipients' earnings.  Again, we have an increase of $145 per eligible child in child care subsidy funding.  



Again, the result depends upon the employment readiness of the client.  Those with barriers to employment but who are working actually have an increase of between $52 and $65 per month, an increase of between 6.3 percent and 7.2 percent increase in earnings.  



For the employment ready, interestingly enough, you have a lesser impact on earning.  Increase in child care subsidies seem to have a greater impact on earnings than those who are hard-to-serve than those that are employment ready.  Just the opposite of the probability of employment results.



VOICE:  Are those results only for people who are working, the overall in earnings?



MS. WITTE:  Yes.  That is only for people -- conditional on work.  So we have a separate equation to estimate the probability of work, and another equation for earnings for those who are working.



Yes, ma'am.



VOICE:  Can I just make a comment on that.  That doesn't surprise me too much. It goes back a little bit to the question about net, which is that, in our experience, people are working, making their own child care arrangements, and then they get the subsidy. They don't suddenly start working more, but it does have a net impact on family income for other purposes.  



I just wanted to point out, I don't think that's such a surprising finding.  I think it's just that people are substituting the child care subsidy and, therefore, are able to pay for other things they might not have been previously able to do.



MS. WITTE:  I think that's a very good insight.  And then clearly, I can't say that.  That you would have to say by actually visiting the families and looking at what they're doing.  And those of you who work with the families know far more about that than I.



Other empirical results. Let's look at the impact of the co-payment schedule.  Higher rates of co-payment lead to dollars down.  Lower earnings.  The work disincentive effect.  We saw it earlier for the income-eligible population.  And here, we see it for current and former welfare recipients.  



Having had this result for our one-year panel, we decided to look at some depth at the co-payment schedule, and what we see is that the design of the schedule is very important. You can design the schedule such that you will have lesser impact.  You're always going to have some work disincentive effect.  It's just the nature of a co-payment schedule.



Our work suggests that you should avoid co-payment rates above ten percent of gross income. When rates get above ten percent of gross income, you do start to have substantial work disincentives.



I then sat down with the Florida schedule.  I've also sat down with the Massachusetts schedule, and I said, “Okay, suppose I designed a schedule so that it wouldn't go above that.” What you wind up with is what people call a cliff, but which I think is actually a mountain from the point of view of a family, which is if you keep the co-payments down, when they become ineligible, all of a sudden, their child care costs would zoom if they maintained that type of care.  



Next I thought how do you avoid the mountain at the end?  I think the only way is by meshing this into pre-K programs, Head Start programs into when the children go to school.  



So if you want the child to stay in some sort of formal child care, I think you're going to have to think about the subsidy until the child becomes eligible for one of these other programs, because the only way to avoid the mountain is for the child to be going from full-time to part-time care.



VOICE:  Is that not what they tried to do in the legislation?



MS. WITTE: You were supposed to tell me about the new legislation.  Pat Hall, can you tell me what the new legislation is?



MS. HALL:  I think what they tried to do was possibly address this last issue.  They looked at all the funding streams they have in Florida and tried to blend them.  



Actually, child care coalition in the local level, so the communities can look at the issue themselves and address their resources toward them.  I haven't studied it really carefully, because that's not my field, but I think that's what they were trying to get at.  



MS. WITTE:  That will be in our next year's longitudinal study.  But at this point, that had not been addressed.



Yes, sir.



MR. MITCHELL:  Mike Mitchell from Nevada.  I'm sorry.  I don't know much about this.  



MS. WITTE:  I didn't know much about it when I started either.



MR. MITCHELL:  Are co-payments typically based on percentage of income or are they flat rate?



MS. WITTE:  It varies from state to state.  In my states, the co-payment schedules always have gross family income on one axis and family size on another and part time, full time.  So it's dependent upon gross family income, family size, and whatever the part time, full time.


Some states like Hawaii base it on a percent of child care costs.  Rather than gross income.  But the typical scheduled is based on gross income and family size.



How many of your states do it that way?  Do any of you other than Hawaii do it percent of the actual cost of the child care?  What state?  New Hampshire.  Those seem to be the two things that I see.



Yes, ma'am.



VOICE:  Did you look at all how the subsidy levels compared to the market rate for child care in Dade County?  Because parents really face two different out-of-pocket payments.  One is the co-pay, and the other is making up the difference between the state market rate and what the child care community actually charges for care, and I'm curious if you use that factor.



MS. WITTE:  Well, Massachusetts does not allow parents to pay providers directly.  But in Florida, Pat, I don't know -- Justin, whether you all allow them to pay, make side payments to the providers or not?



VOICE:  That's a big threat right now.  The WAGES coalition wants to let that occur, because they have a sense that those facilities that are held to just what the state will pay.  Some are of lesser quality than those.  A person can pay more so they are about to try to open up that issue.



MS. WITTE:  But that is not something that's occurred in the past?



VOICE:  No.



MS. WITTE:  Okay.  So that is also not relevant to Florida, because it wasn't allowed.



VOICE:  Can I just say that I think the reality is that's what parents have to do whether they're using the relative in a situation.  It's under control by the state.  I think that's true.  



But I'd be surprised if there aren't parents, and there are in Connecticut, who are out of their pockets putting more into that to get the care they need.  



MS. WITTE:  I cannot speak to that.  I have looked at the impact of reimbursement rates, and Florida does do an annual market rate survey.  They use R&R data for it and as you know, the R&R data are not always up to date.  It takes them a while to actually bring in the new schedule.  



The typical pull from the R&R data is in April of one year, and the new schedule goes into effect usually January of the next. There is a lag, but Florida has made a conscious attempt to reimburse at the 75th percentile of market rate as defined with these particular surveys.



VOICE:  The insidious thing that keeps creeping in (inaudible).




(Laughter.)



VOICE:  (Inaudible.)  The part in Florida that I think is making this more and more is that once the centers negotiate their state market rate and so forth and go under contract as a center, then they had started tacking on what they call registration fees and other kinds of fees that kept jacking up costs and squeezing the lower income people out of the market that the state thought that it had created.  I think that's just something that we have to look at in a different way.



MS. WITTE:  Actually, one of the things that interests me as an economist -- and I would like to know how it resonates, I've got smart people to talk to today, so I'll take advantage of you.  It strikes me that there's a degree to which people want “isolation by economics” or by social class for their children.  This is just a fact of life.  We may not want to talk about it, but it is a fact of life.  



And one way of doing it, as I see it, for many of the child care centers is high registration fees to be paid up front and insisting that the payment be made once a year.  



So, for example, in Cambridge, Massachusetts, if you want your child in the best child care center, you're going to have to put up the $9,000 at the beginning of the year.  How many poor families are going to be able to make that kind of choice?  This is an issue that is occurring in child care, and I think we should at least think about it occasionally.  



Other empirical results, bureaucratic change, and welfare reform.  And that was a fascinating presentation by the people from the Rockefeller Institute at the University of Albany yesterday. Certainly what we're seeing is similar to what Ilene Lurie has been talking about.  



Transitions are hard and transitions take time.  The example is the rise, fall, and reemergence of one stops in Miami-Dade County.  Part of welfare reform legislation was that there was to be one-stop centers for jobs and benefits.  There was to be an employment counselor at every eligibility determination office.  





The deputy mayor went around - young, energetic guy - and got all these one-stops set up.  As soon as he got the one-stops set up, the legislature in its infinite wisdom decided that the Labor Department would no longer have the responsibility for up-front services.  



The thing completely fell apart, and now they're recreating them under the WIN legislation, what they call the one-stop career centers.  So be very careful to know what's going on in your local area.  

JOBS to WAGES.  JOBS was the former program.  JOBS which is your old Family Support Act program.  JOBS was administered by the Labor Department.  When the WAGES coalition took over, the Labor Department lost the employment and training aspects of the JOBS program to WAGES which contracted with a number of companies, the largest contract going to Lockheed-Martin.

  

Then the front-end services were taken away.  It took the WAGES coalition probably six to nine months to let contracts and probably two years to actually settle down into a reasonable bureaucratic mode of operation.



VOICE:  (Inaudible.)



MS. WITTE:  They're trying hard.



VOICE:  Things just changed again.  

Lockheed-Martin has lost out in the last round.



MS. WITTE:  That was only for front-end services.  They still have the back-end services.



VOICE:  (Inaudible.)



MS. WITTE:  Local variations in administration, there's tremendous local variation around Florida.  So, again, I want to emphasize in most states, you cannot do state-level analysis.  You have to do analysis at the community level.



Local variations and implementation. We've talked about that before.  



We also have the Earned Income Credit, and we have a minimum wage increase, more generous Earned Income Credits through the Federal tax system.  There is no income tax in Florida, so there's no state credit. Earned Income Credits do lead to the higher earnings and higher probabilities of work.  



Minimum wage increases increase dollars per hour.  They increase the wage rate and decrease hours of work and may decrease jobs.  So minimum wage rates have countervailing effects.



VOICE:  With that model then, in our state, there is a proposal, this session, and I'm sure if it doesn't pass, to have a refundable state EITC, could you project what these kinds of impacts would be?



MS. WITTE:  And even better, if we were in the field and had your data, we'd be able to exploit the natural experiment so that we could do.  I know Howard and I talk about experiments an awful lot.  



But I think increasingly, we also need to talk about natural experiments and by having longitudinal data in the field to have an ability to exploit the natural experiments that are coming along. I think Rhode Island has some fascinating natural experiments coming along at this point.



Yes, ma'am.



VOICE:  Just a question about that bottom bullet.  As an economist, is that a generic finding where minimum goes up?  Is it something unique about that to Miami?



MS. WITTE:  No.  There's nothing unique about it to Miami.  This is generally the finding of the minimum wage literature.  



The important message for people doing the work on child care subsidies and welfare reform is as long as you have employment, the likelihood of work, or earnings as your dependent variable, be very sure you think about what's happening on the minimum wage side, because otherwise, you're going to have a misspecified model.



VOICE:  (Inaudible.)



MS. WITTE:  No.  That's typical of minimum wage increases.



Demographic and human capital variables.  The age of the individual.  There's some worrying things that I see as I look at the impact of age.  And we allow for nonlinear effects of age on earnings and probability of work.  Economists like to talk about what they call age earnings profiles.  The age earnings profiles is an inverted U.  It looks like this (indicating).  



For most of us what happens is our earnings keep going up until we get to be about 55, and then our earnings start to go down.  So that's the age earnings profile.  



For this population, these age earnings profiles peak at a very young age.  I believe it's 44 years.  So they don't have that longer trajectory of wage increases to provide for the college education of their children or to provide for retirement.  



You also have the likelihood of work peaking at a very young age, around 31.  These are things that you need to think about as you're working with this population.



The age of the youngest child.  As the child ages, the likelihood of work increases, as you might expect.  So I don't think that's surprising.  

Education.  Income eligible, an extra year of education leads to an extra $14 per month of earnings.  For the current and former TANF recipients, four percent higher earnings if they are a high school graduate than if they're not a high school graduate.  

In almost all states now, there's a deemphasis on education, so this may be an irrelevant finding, albeit the natural one.



VOICE:  Does that include GED?



MS. WITTE:  Yes, it does.  And I probably should have separated it out, but I couldn't with my data.  I can in the Massachusetts data, but I cannot in the Dade data.



Effects of local labor markets.  I think this is an important slide, because the economy will sooner or later go south, and I don't mean go to Miami for vacation.  I mean that we will sooner or later be in a recession.  So I think you need to start thinking about what the implications of that might be.  



Job growth in retail and wholesale trade increases the likelihood that TANF clients will work, and it increases the earnings of the income-eligible clients.  



Job growth in services decreases the likelihood that TANF clients will work, and decreases the earnings of income-eligible clients.   So you see the difference in where you're going to get better results and where you're not going to get such good results.



Result.  In areas with high levels of growth in entry level jobs, we were able to piggyback on the study that looked throughout metro Miami-Dade County at where the jobs were going to be for the low-income population.  



What we find is that if people live -- and this is the transportation question -- if people live in areas with high levels of job -- of growth in entry-level jobs, there's an increase in the likelihood of work for TANF clients.  Surprise, surprise.  But at least we had it.



Yes, sir.



VOICE:  Do you have an explanation for your services result?



MS. WITTE:  Yes.  It may be unique to Miami, but I think not.  Services in Miami tend to be very seasonal, because we have a large tourist season. There's a tremendous amount of domestic service.  I think it has to do with seasonal effects.  



Let's think about being a TANF recipient, and let's think about going to work.  You don't want to take a job that's only going to be there for three months, because by the time you get off the system and work the three months, it's going to take you another month to get back on.  So I think it has to do with the great instability of service sector jobs.  



One thing you want to look at when you look at employment rates is not only the rate of growth but also the variance in growth over a business cycle or even over a year if you have a seasonal economy, which Miami does.  I think it has to do with that seasonality.  It also has to do with “temping” being in there.



VOICE:  (Inaudible.)  And also entrepreneurs those small businesses.  (Inaudible.)



MS. WITTE:  Yes.  Exactly.  So again, it's the idea that these highly unstable employment sources are not going to be particularly attractive places for the clients who are also interacting with the benefit system, because it's just causing too much flux in their lives. That's what I think the result means.



Local communities.  Communities make a difference.  TANF families are more likely to work when they reside in high income areas with substantial minority populations, and Miami's a highly segregated city.  This has something to do with language problems, because we have a large non-English speaking population in Miami.



Certain communities, Coconut Grove.  You remember the song split the difference, go to Coconut Grove?  Well, if you're a TANF family, that may not be bad advice.  You actually will have a higher likelihood of employment.



TANF families have higher earnings when they reside in areas with little or no public housing and when they reside in urban-industrial areas.  We have an area of small manufacturing in Hialeah where people, low-income population actually has quite high earnings.



VOICE:  What is your thinking of areas of little areas with public housing resulting in lower earnings?  What is your thinking?



MS. WITTE:  My thoughts are that those are not the kind of areas businesses like to locate in.  My picture of public housing in Miami is Liberty City, which is one public housing area after another public housing area separated by check cashing services.



We should also talk about null results.  People often don't.  But I think the null results are often at least as interesting as the positive results.



We find no significant effect of sanctions, and this is consistent with the deemphasis on sanctions now.  We find no significant effect for employer tax credits for hiring low-income workers and welfare recipients.  We find no, quote, no impact of child care quality enhancement programs without dollars.  



Florida started the gold seal, what's called the gold seal program back in '96, so they put little stamps on centers' heads that became accredited and said you have a gold seal.  Sort of the thing you used to get when you went to bible school.  



In, I believe it was, July 1, 1998, they actually are able to pay up to a 25-percent higher reimbursement rates.  I think that will make a difference.  But during this period, there was no dollar enhancement for Gold Seal Status.



Section 8 housing vouchers do not appear to have any effect on employment and earnings.  So if you're in a neighborhood with lots of Section 8 housing vouchers, it doesn't particularly impact anything.



Conclusions.  There's always the good news and the bad news.



Yes, ma'am.



VOICE:  How about on the individual comparison in publicly assisted housing?



MS. WITTE:  Then you have to estimate a structural model, because that would have to be an endogenous decision.  And there's certain questions that you want to ask from a policy perspective that would require structural estimation, and we're just not doing structural estimation here.  And that's the sort of question that would require a structural estimation.



Conclusions.  Good news.  Federal and state child care subsidies increase employment for the welfare group, increase earnings for the welfare group and the working poor.  



More generous earned income tax credits increase the probability that TANF clients will work.  And this is a general result much like the minimum wage result.  And this is particularly true for female-headed households.



The bad news.  Co-payment schedules need to be designed carefully, and they can have a very strong work disincentive effect if they're not designed carefully.  Age-earnings and probability of work earnings profiles peak early.  Education may help.



We will be continuing this work.  We'll be spreading it out both in terms of time and in terms of geography.  And if anyone is interested in getting copies of the papers, you can write to Pat Sjostedt at Wellesley, or you can call her, or you can check the ASPE site.  One of the papers will be at the ASPI site.  Pat can provide you with copies of both the one year and the two year results.  



Thank you very much.




(Applause.)



MS. WITTE:  If there are any questions, I'd be glad to entertain any questions anyone has.



Yes, ma'am.



VOICE:  I have a question about the co-pay schedule.  I'm not a researcher, and I just need a way to crosswalk this.  In other words, how can a schedule that takes you two years to decipher have any real impact on what people do about working?  I just need somebody to crosswalk --



MS. WITTE:  I can crosswalk you, because I have a social worker on my staff who crosswalked me.  You know, I was just interested in sitting and looking at it, but she crosswalked me. 



And what she told me, she said, "Ann, have you ever sat in a welfare office?"  I have visited a welfare office, but it's not my favorite place to hang out.



She said what happens is they do not understand the schedules, but they understand that they're having to make a higher payment.  They understand that they're having to pay more money, and they see that they're earning an extra dollar, but they're only getting to keep 70 cents of it.  



So it's not that they understand the schedule.  It's just that they see the actual dollars coming and going from their paycheck.



VOICE:  (Inaudible.)



MS. WITTE:  Yes.  So they have to make higher payments to the provider.



VOICE:  I'm just saying that the effects seem to be complex between income credit and what you pay for child care, and I'm just -- and how much you treat that schedule.  



In other words, if you made it ten cents an hour less of the disincentive does that -- is anybody able to discern that and discern it in such a way that I would consciously cut back my work effort?  Given all the other factors and influence how much people work, I'm surprised that co-pay schedules with minor variations have that impact.



MS. WITTE:  But this is controlling for everything else.  And it is that they do see the money going out of their paycheck and going to the provider.



Yes, sir.



VOICE:  Did you do any estimates on supply and demand of day care with the changes in the area of resources to paying?



MS. WITTE:  We've done some work on the availability of child care and on estimating the unmet need for child care in Massachusetts.  To this point, we have -- we have concentrated our work in Miami, Dade on the employment and earnings, and we concentrated our early work in Massachusetts on the supply side.  So we did the demand side in one place and the supply side in the other.  



This summer, we're going to be doing the demand side in Massachusetts and the supply side in Dade.  So next year, I'll be able to tell you more about what's going on in the supply side.  



If you're interested, there are two papers available at Wellesley.  One is called the "Availability Of Child Care In Massachusetts" and the other one is called something like "Estimating The Unmet Need For Child Care."



VOICE:  Are there any effects of increased public funding?  Given the cost of the care, are they charged for care and availability?



MS. WITTE:  Actually, I was just looking at the time series for prices of child care over these three years.  They're going up, but surprisingly modestly.  I would have anticipated a larger increase in price than you see.  



One of the major impacts, of course, will be the increase in the minimum wage, because child care is a major employer of minimum wage workers.



VOICE:  A lot of the welfare to work expansion happen to be child care subsidies.  Are you planning to build that into any further longitudinal activated planning?



MS. WITTE:  Yes.  We have child care subsidies in now, and we'll continue to build it in.



VOICE:  (Inaudible.) 



MS. WITTE:  Yes.  We're intending to carry this longitudinal data collection forward through the fall of 2000.  We have another year in the field.  So we'll have four years of longitudinal data.



Other questions?  Thank you all very much.




(Whereupon, at eleven a.m., the above-entitled conference was concluded.)
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