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New Hope: A Thoughtful and Effective Approach
to “Make Work Pay”

Greg J. Duncan, Hans Bos, Lisa A. Gennetian & Heather Hill"

[. INTRODUCTION

Despite the political rhetoric of “making work pay,” poverty continues to be
widespread among full-time working adults and their children in the United States. In
2005, some 3.7 million households, with or without children, included a full-time worker
who earned too little to lift family income above the poverty line.! Many more American
children—5.2 million—Iived in families in which an adult worked full-time but the
family was still poor.” More than three million children with full-time working parents
also lacked health insurance.’

For many working poor, particularly single mothers, lack of time can be as
problematic as lack of money. Parents at all income levels find it difficult to balance
family and work demands, but the challenges are all the more daunting for parents
employed in low-wage jobs with few, if any, benefits. Many work irregular hours or take
on a second or even third job, yet they find themselves taking home a paycheck that fails
to provide the resources needed to juggle the responsibilities of earning a living and give
their children the love and supervision they need.’

* Duncan is Distinguished Professor, Department of Education, University of California, Irvine; Bos is
President and CEO of Berkeley Policy Associates; Gennetian is in the Economic Studies Program at the
Brookings Institution; and Hill is Assistant Professor, School of Social Administration, University of
Chicago. This article is based on a book previously published by the Russell Sage Foundation and on a
discussion paper previously published by The Hamilton Project at the Brookings Institution. See GREG J.
DUNCAN, ALETHA C. HUSTON & THOMAS S. WEISNER, HIGHER GROUND: NEW HOPE FOR THE WORKING
POOR AND THEIR CHILDREN (2007); HANS B0OS, GREG J. DUNCAN, LISA GENNETIAN & HEATHER D. HILL,
THE BROOKINGS INST., NEW HOPE: FULFILLING AMERICA’S PROMISE TO “MAKE WORK PAY” (2007),
available at www.hamiltonproject.org.
! Estimates of the working-poor population and children without health insurance are based on the authors’
calculations from the 2006 Current Population Survey. See U.S. Census Bureau, Current Population
Survey, http://www.census.gov/cps/ (last visited Jan. 24, 2009). The numbers apply to adult householders
ages eighteen to sixty-four who worked thirty or more hours in the week prior to the survey. We use the
U.S. government’s official definition of poverty. See U.S. Census Bureau, Poverty,
http://www.census.gov/hhes/www/poverty/threshld.html (last visited Jan. 24, 2009). Child data applies to
individuals younger than age eighteen. We define a child as living in a working-poor family if family
income is below the poverty line and either the head of the family or the spouse of the head of the family
reports thirty hours or more of work in the prior week. These estimates are based on pre-tax cash income,
not including the EITC, taxes paid, or in-kind benefits. If after-tax income is used, the count of working-
poor households decreases from 3.7 to 3.2 million.
j U.S. Census Bureau, Current Population Survey, supra note 1.

1d.
* See generally Suzanna M. Bianchi, Maternal Employment and Time with Children: Dramatic Change or
Surprising Continuity?, 37 DEMOGRAPHY 401,401 (2000) (examining trends in maternal employment and
child care time); MAKING IT WORK: LOW-WAGE EMPLOYMENT, FAMILY LIFE AND CHILD DEVELOPMENT
(Hirokazu Yoshikawa, Thomas S. Weisner & Edward D. Lowe eds., 2006) (providing details on family and
work patterns in New Hope); Andrew S. London, Ellen K. Scott, Kathryn Edin & Vicki Hunter, Welfare
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Our Paper makes the case for a national program offering the kind of work supports
that were part of the New Hope program, a policy experiment that operated between 1995
and 1998 in Milwaukee, Wisconsin.” New Hope was created by a coalition of
community activists and business leaders who believed that work should be the best route
out of poverty. It provided a set of work supports for full-time workers—both parents
and nonparents, men, and women—that would lift them out of poverty as well as provide
essential benefits in the form of health insurance and child care subsidies for people who
needed them.

By stipulating that participants must document full-time (thirty hours per week)
work to qualify for benefits, New Hope was a social contract rather than a welfare
program.’ It was designed to increase the incentives and reduce the barriers to full-time
work. For parents burdened with extensive overtime work or second jobs, it provided an
opportunity to cut back to a more manageable level of full-time work hours without a
proportionate drop in income. If a participant was unable to find a job owing, say, to lack
of work experience or a criminal record, the program provided opportunities for
temporary community-service jobs that paid the minimum wage but still entitled that
person to program benefits.

In terms of values, New Hope hit the trifecta: 1) its full-time work focus resonated
with the business community, the broader public, and participants themselves; ii) it
“made work pay,” and iii) its social-contract nature was at once respectful and demanding
of participants.

The heart of the policy case for New Hope rests on the program’s experimentally
proven impact on family well-being and children’s achievement.” Among all of the
people offered the chance to participate in the New Hope program—including single
men—work increased and poverty rates fell. Children in New Hope families performed
better in school, were more cooperative and independent, and had fewer behavioral
problems and loftier schooling expectations than children in the control group. Because
boys have a higher risk of school failure and behavior problems than do girls, it is
noteworthy that New Hope was especially successful in improving their school
performance and behavior. Even a very conservative estimate of the taxpayer dollars
saved by the improved behavior of boys amounted to more than the cost of the program.

A New Hope-style program is best conceived as a way of making good on a “make
work pay” promise to American workers and their families rather than as a general
solution for the myriad problems of all low-income families. Participation in New Hope
was voluntary, and only about half of the people who won the right to enter the program

Reform, Work-Family Tradeoffs, and Child Well-Being, 53 FAM. REL. 148, (2004) (detailing links between
welfare reform and child outcomes); Kristin A. Moore & Anne K. Driscoll, Low-Wage Maternal
Employment and Outcomes for Children: A Study, FUTURE OF CHILD., Spring 1997, at 122, available at
http://www.futureofchildren.org/usr_doc/vol7nol ART12.pdf (same).

> For a history of New Hope and a summary of its impacts, see GREG J. DUNCAN, ALETHA C. HUSTON &
THOMAS S. WEISNER, HIGHER GROUND: NEW HOPE FOR THE WORKING POOR AND THEIR CHILDREN (2007)
[hereinafter HIGHER GROUND].

°Id. at1.

7 For a more detailed description of New Hope’s design, see infi-a text accompanying notes 16-20.

¥ See HIGHER GROUND, supra note 5, at 113-21 (providing a summary of the ways in which the New Hope
program was successful, and why a New Hope program should be implemented on a national level); see
also infra text accompanying notes 50-52, 77-79.
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actually took up benefits in any given month of its duration.” Reasons for
nonparticipation varied widely, with some people unable or unwilling to meet the thirty-
hour work threshold to qualify for benefits, others so successful that they no longer
qualified for the program’s sliding-scale subsidies, and still others not wanting to be
bothered with the program’s periodic certification requirements. '°

New Hope was a small, experimental program run in a state with a culture of
welfare reform and work-focused initiatives,'' which raises issues about replication. '
Fortunately, there is additional experimental evidence to support the success of New
Hope-type programs. During the period of New Hope’s operation, Minnesota and two
Canadian provinces also tested employment policies that shared some of New Hope’s key
features, particularly earnings supplements.”” Minnesota’s program emphasized training
welfare caseworkers to support work efforts rather than simply to process assistance
claims."* Both Minnesota and Canada evaluated their programs using random
assignment and both produced strikingly similar impacts—more work, less poverty, and
higher child achievement."

All in all, New Hope accomplished its goal of increasing full-time work, lifting
workers out of poverty, and providing families with the tools to help balance work and
family needs. With its positive effects on children’s achievement and behavior, a scaled-
up New Hope program would help to break the cycle of poverty for a sizeable number of
American families—black and white, urban and rural—in the next generation.

II. THE NEw HOPE MODEL

The New Hope model was that of a social contract.'® Low-income (family income
below 150% of the poverty line) participants committed themselves to full-time work,
and New Hope in turn promised them a package of work supports ensuring that they
would not be poor and their families would be able to afford health insurance and
licensed child care. New Hope was open to a// low-income adults, men and women,
regardless of family circumstances.

New Hope offered a “cafeteria” of benefits from which participants could pick and
choose—a feature that allowed families with diverse needs and circumstances to tailor
the program to their individual situations.'” Specifically, conditional on participants
providing pay stubs or other proof of full-time (thirty or more hours) work per week,
New Hope provided three sliding-scale benefits: 1) an earnings supplement raising
income above the poverty line; ii) subsidized child care; and iii) subsidized health
insurance. Individuals unable to provide pay stubs or other proof of full-time work were

? See HIGHER GROUND, supra note 5, at 13.

7d. at 114,

" 1d. at 113.

12 See id. at 14, 118—19 (raising the issue of replication, and explaining the potential problems with
replicating the New Hope program on a national scale).

P 1d. at 109-12.

' HIGHER GROUND, supra note 5, at 109 (referencing DAVID HAGE, REFORMING WELFARE BY REWARDING
WORK: ONE STATE’S SUCCESSFUL EXPERIMENT (2004)).

1 See generally HIGHER GROUND, supra note 5, at 109—12 (describing the effects of the programs in
Minnesota and Canada).

1d. at1,4.

1d. at 13.
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eligible for: iv) a temporary community-service job."® More details on each of these
benefits are provided in Section V."

New Hope was designed to make work pay while providing the tools for low-
income adults to sustain a reasonable work-family balance. Its services were available in
a single office to facilitate the time-consuming and confusing process of dealing with
multiple agencies.”’ Although many participants in the original New Hope program were
only interested in benefits, all had access to help from a caseworker who provided
information about jobs, educational opportunities, child care, and other community
resources in an atmosphere of respect. While the New Hope demonstration was limited
to a period of three years, a national New Hope program, as with the Earned Income Tax
Credit (EITC), would provide a permanent set of supports available to low-wage, full-
time workers as long as they met eligibility criteria.

I1I. NEw HOPE’S EVALUATION

The case for a New Hope-style package of work supports rests on evidence from a
rigorous random assignment evaluation. One-half of the individuals who applied for the
program were randomly selected to participate in New Hope for three years (totaling 678
participants).”?' The other 679 formed a comparison group that was ineligible for New
Hope benefits.”* All individuals who volunteered for the chance to get into New Hope
lived in Milwaukee’s two poorest zip codes—a northside neighborhood with many
African Americans and a southside neighborhood home to many Hispanic families.*
Because they volunteered for the program, New Hope participants and their control-
group counterparts were more work-ready than average in their communities; indeed
about one-third were already working full-time when they volunteered for the program.**
Both the New Hope and comparison groups continued to be eligible for all other federal,
state, and local programs (and to be subject to the rules of those programs) during a
period of rapidly changing welfare and poverty policies in Wisconsin and across the
nation.”” Both groups enjoyed the fruits of Milwaukee’s strong economy in the mid-
1990s, and both could claim the increasingly generous federal and state EITC that
supplemented the earnings of low-income workers.*®

Evaluators monitored the implementation of the program and tracked patterns of
employment, earnings, and receipt of food stamps and cash assistance through
administrative records. Two, five, and eight years after participants entered the program,
surveys of participants, older children, and children’s teachers provided additional

'8 See id. at 28-29 (providing a description of the community service jobs component of the New Hope
program).

1% See infira text accompanying notes 56-79.

2 HIGHER GROUND, supra note 5, at 4.

>'Id. at 11.

21d.

» MAKING IT WORK, supra note 4 at 2-3.

* JOHANNES M. Bos, ALETHA HUSTON, ROBERT GRANGER, GREG DUNCAN, TOM BROCK & VONNIE
McLoyD, A NEw HOPE FOR PEOPLE WITH LOW INCOMES: TWO-YEAR RESULTS OF A PROGRAM TO REDUCE
POVERTY AND REFORM WELFARE 29 (1999) [hereinafter TWO-YEAR RESULTS], available at
http://www.eric.ed.gov/ERICDocs/data/ericdocs2sql/content _storage 01/0000019b/80/15/d8/92.pdf.

2> HIGHER GROUND, supra note 5, at 11.

*1d.
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information about job histories, family changes, economic circumstances, mental health,
and child well-being.”” We concentrate on impacts found after two years of program
operation.”®

For a close-up view of how the program was affecting families, part of the
evaluation team conducted in-depth interviews during the three years of the families’
participation. These interviews were conducted through periodic family visits to a
random subset of forty-four parents and their children who had been selected at random
from both New Hope families and families in the comparison group.”’

IV. PROGRAM TAKE-UP AND IMPACTS
A. Program Applicants

More than one quarter of New Hope participants were male, half were black, and
one-quarter were Hispanic. The vast majority (eighty-five percent) of New Hope
participants reported at least some full-time employment prior to random assignment;
however, a majority (fifty-five percent) was not employed at the point of random
assignment and nearly one-third of participants had no earnings in the previous year.’
The average earnings of sample members in the year prior to random assignment were
$5515 (adjusted for inflation to 2005 dollars).”’ On average, study participants were
employed in just over half the quarters of the year prior to random assignment.** Just
under two-thirds were receiving government aid in the form of cash assistance, food
stamps, or Medicaid when they entered the study.*”

0

B. Benefit Use

Among people enrolling in New Hope, almost all (eighty-eight percent) took up
benefits for at least some portion of their three-year eligibility periods.’* Most spoke
enthusiastically about both their interactions with program staff and the importance of the

1 Id. at 45 (citing TWO-YEAR RESULTS, supra note 24); see also Aletha C. Huston, Reforms and Child
Development, FUTURE OF CHILD., Winter/Spring 2002, at 59, 5977 (2002), available at
http://www.futureofchildren.org/usr_doc/2-huston.pdf.

8 See generally TWO-YEAR RESULTS, supra note 24 (providing details of the two-year results).

% HIGHER GROUND, supra note 5, at 12.

3 TwWo-YEAR RESULTS, supra note 24, at 63—66 tbl.3.1.

.

2 1d.

3 Id. at 63-66 tbl.3.1, 67 (“At the time of random assignment, 47.4 percent of those employed full-time
received AFDC, General Assistance, Food Stamps, or Medicaid compared with 69.8 percent of those not
employed full-time. When asked whether they received public assistance in the past 12 months, 62.2
percent of those employed full-time said ‘yes,” as did 74.4 percent of those not employed full-time.”).
Focused as it was on two poor Milwaukee neighborhoods, New Hope was clearly not offered to be a
representative group of U.S. poor families. However, African Americans and Hispanics comprised the
bulk of New Hope applicants and they are heavily overrepresented among the U.S. poor. On the other
hand, all New Hope applicants lived in a highly urbanized setting; the situation of the rural poor is likely to
be quite different. See generally W .E. UPJOHN INST. FOR EMPLOYMENT RESEARCH, RURAL DIMENSIONS OF
WELFARE REFORM (Bruce A Weber, Greg J. Duncan & Leslie A. Whitener eds., 2002) (studying the effect
of welfare reform in rural areas).

34 ALETHA HUSTON ET AL., MRDC, NEW HOPE FOR FAMILIES AND CHILDREN: FIVE-YEAR RESULTS OF A
PROGRAM TO REDUCE POVERTY AND REFORM WELFARE 28-29 tbl.2.2 (2003) [hereinafter FIVE-YEAR
RESULTS], available at http://www.mdrc.org/publications/345/full.pdf.
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benefits they received from the program to themselves and their families. But despite the
nearly universal taking-up of at least some program services, relatively few participants
took advantage of all of the benefits all of the time. In any given month, only about half
of participants received program benefits.

The survey and qualitative interviews showed that people used New Hope and
other available programs in the context of their existing resources, everyday routines, and
family demands.” The New Hope offer made a big difference for some people, but it
was not a good fit for everyone. Some parents refused to entrust their children to the care
of someone other than a family member. Many parents worked evenings and weekends,
when few child care centers or licensed home settings were available. In such cases the
child care subsidy was of no use. Other potential participants had personal difficulties
that prevented them from working regularly. The vagaries of low-wage jobs, in
particular irregular and unpredictable work hours that fell short of the thirty-hour weekly
work requirement, made it difficult for some people to take advantage of New Hope’s
benefits. A lesson is that no matter how well intentioned and otherwise well-designed a
policy is, it must fit the context of people’s lives if it is to make a difference. Adults who
applied for New Hope were already trying to make ends meet, to sustain a family routine,
and to provide some moral direction for their children and their lives. In order to be
effective, New Hope had to contribute to these family routines and goals. The evaluation
suggests that it did so for most families, but certainly not for all.

C. Impacts on Work and Earnings

Averaged across the three years of program operation, New Hope increased
employment relative to controls by about five percent (about $500) per year (Table 1).*
New Hope attracted both nonworkers and full-time workers, so employment impacts
varied accordingly. For adults who were working less than full-time when they signed up
for the program, New Hope boosted annual payroll-based employment by seven
percentage points and annual earnings by about $1000 (an increase of thirteen percent
over the earnings of controls). New Hope’s community-service jobs played an important
role in these impacts. For those already working full-time when they enrolled, the
program generally sustained employment, although fewer New Hope participants than
controls worked more than fifty hours per week, which suggests that some full-time
workers used program benefits to finance reductions in overtime or multiple jobs.

3% HIGHER GROUND, supra note 5, at 38-39.
3 See infra text accompanying notes 37—41.
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Table 1: New Hope Impacts on Annual Work and Poverty During the Three Years
of Program Operation3 7

‘ Control-group average ‘ Program Impact
Employment38
All 67% +5% *
Not working full-time at baseline 61% +7% *
Working full-time at baseline 82% +1%
All adults with young children® 68% +7% *
All adults with young children and one potential 67% +9% *
employment barrier
Men not living with young children 62% +8% *
Women not living with young children 70% 0%
Annual earnings (2005$)"
All $9,259 +$497
Not working full-time at baseline $7,178 +$965 *
Working full-time at baseline $13,952 -$597
All adults with young children $9,292 +$935 *
All adults with young children and one potential $9,089 +$2,546 *
employment barrier
Men not living with young children $8,674 +$997
Women not living with young children $9,695 -$852
Not Poor: Administrative record income above the poverty line*'
All 34% +8% *
Not working full-time at baseline 25% +10% *
Working full-time at baseline 53% +3%
All adults with young children 34% +14% *
All adults with young children and one potential 29% +25% *
employment barrier
Men not living with young children 27% +6%
Women not living with young children 39% -1%

37 See HIGHER GROUND, supra note 5, at 125-28 tbl.A.1; TWO-YEAR RESULTS, supra note 24; FIVE-YEAR
RESULTS, supra note 34 (providing a detailed description of these results).

* Denotes a statistically significant difference between New Hope and control averages at p<.05 (one tailed
test).

¥ “Employment” refers to the fraction of quarters that an individual appeared in Wisconsin’s payroll
records and are averaged over the three program years.

3% «All adults with young children” refers to families with at least one child under the age of ten when they
signed up for the chance of getting into the program.

* “Earnings” come from the same source, are inflated to 2005 dollars, and are averaged over the three
program years.

! «Administrative record income” includes the participant’s earnings as recorded in Wisconsin’s payroll
records, cash assistance from Wisconsin’s AFDC/TANF program, the value of food stamps paid out by
Wisconsin’s food stamp program, state and Federal Earned Income Tax Credits, and New Hope earnings
supplements. It omits earned income from self-employment or informal employment as well as any
income received by spouses, partners, and other family members.
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Using the information gathered when people first signed up for the program,
evaluators formed an index of obstacles to finding work that New Hope supports might
help to reduce, such as a spotty employment history, no high school degree, an arrest
record, and the presence of many children or very young children in the family.** About
one-quarter of the total participant pool had several such problems, making it less likely
that a package of economic benefits would be sufficient to boost their employment.* At
the other end of the spectrum were workers with none of these employment barriers, who
appeared able to sustain employment on their own without help from New Hope.
Program impacts on both of these groups were generally quite small.**

A third group facing only one or two significant but not insurmountable barriers to
full-time employment should have been able to profit most from New Hope’s package of
benefits.” And indeed they did. The impacts on employment and earnings for this
group—who collectively made up nearly one-half of the entire set of applicants—were
both large and enduring. During its three years of operation, New Hope boosted
employment by nine percentage points and annual earnings by $2500—nearly thirty
percent higher relative to controls. For participants facing one barrier, employment and
earnings impacts continued up to five years after the program ended.*

These remarkably long-lasting results show the important niche that a program
such as New Hope can fill. For the nearly one-half of those attracted to New Hope’s
voluntary work supports who were already close to being able to sustain higher levels of
employment and earnings, New Hope appeared to arrive at a crucial time in their work
careers. In the absence of program supports, they would probably have increased both
work and earnings modestly. With New Hope, these work and earnings increases were
much larger and longer lasting.

New Hope included men because its designers believed that all adults deserved the
opportunity to escape poverty through work.”” Although many of them were fathers, they
did not fit any single demographic profile. Most were in their twenties and thirties and
had never married, but many were living with partners or other family members. Their
work efforts were often handicapped by an assortment of employment barriers: more than
one-third had been arrested; only one-half had a high school diploma or GED; and only
one-third had access to a car. During the three years of New Hope, the employment rate
of New Hope men was an average of eight percentage points higher than that of control-
group men.

In contrast, the employment and earnings of women who were not living with
children were not greatly affected by New Hope.*® There were no significant program
impacts on either the employment rates or the earnings of these women during the three
program years, and there appeared even to be some signs of negative impacts on their

* These barriers to employment are detailed in TWO-YEAR RESULTS, supra note 24, at 123.

“ Id. at 355 tbL.K.5.

*1d.

“Id.

40 HANS Bos, GREG J. DUNCAN, LISA GENNETIAN & HEATHER D. HILL, THE BROOKINGS INST., NEW HOPE:
FULFILLING AMERICA’S PROMISE TO “MAKE WORK PAY” (2007), [hereinafter FULFILLING AMERICA’S
PROMISE], available at

http://www.brookings.edu/~/media/Files/rc/papers/2007/12_work gennetian/12_work gennetian.pdf.

*" HIGHER GROUND, supra note 5, at 62—63.

* Id. at 64.
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earnings a few years after the program ended. The evaluation offered no ready
explanation for these gender differences.

D. Impacts on Poverty

Based on administrative sources of earnings and transfer income, poverty rates
were dramatically lower for New Hope than for control families—seventeen percentage
points lower in the first year, twelve points lower in the second and third years, and eight
points lower in the two years after New Hope benefits stopped.”’ Although New Hope
failed to eliminate poverty among all of its families, it was clearly more successful in

lifting families out of poverty than was the collection of programs available in Wisconsin
in the mid-1990s.

E. Impacts on Children’s Achievement and Behavior

New Hope’s greatest success was in increasing school achievement and positive
behavior among children, especially boys.” Expressed in SAT-type standard deviation
units, teachers ranked the average child in a New Hope family twenty-five points higher
in achievement than the average child in a comparison family (Table 2). The impact on
boys’ achievement (+33 points) was considerably larger than the results for girls (+12
points). Teachers also rated the boys in New Hope families much more favorably than
boys in control families on “positive social behavior”— obeying rules in school, being
admired and well-liked by other students, and being self-reliant. They reported fewer
disciplinary problems and less frequent behavior problems—Iess arguing, disturbing
others, social withdrawal, or sadness.

In the qualitative substudy, parents appeared to worry more about their boys than
girls, especially when they reached early adolescence, and there was experimental
evidence that New Hope’s child care supports were more likely to be used for boys than
for their sisters.”’ Mothers often said that their boys were vulnerable, and they use any
resources they have to counteract negative influences. As one mother said, “It’s different
for girls. For boys, it’s dangerous . . . [Gangs are] full of older men who want these
young ones to do their dirty work. And they’ll buy them things and give them money.
New Hope boys were more likely than girls to be in organized after-school programs
where they received help with homework and had opportunities for recreation. Impacts
for girls were often small and insignificant; indeed, teachers rated New Hope girls as
somewhat more disobedient and aggressive. In part, this may have been due to the fact
that boys had much more room to gain from an intervention than did girls.

9952

Y 1d. at 65.
0 1d. at 72-75.

31 See generally id. at 75-79 (discussing the effects of New Hope on children’s behavior).
52
Id. at 78.
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Table 2: New Hope Impacts on Children’s Achievement, Motivation and Social
Behavior Two Years After the Beginning of the Program

Program impacts
(expressed in standard deviation units)
All Boys Girls
Teacher ratings
Overall achievement compared with others in class +.25* +.33 * +.12
Classroom behavior (study skills, attention) +.15 +38 * -.04
Positive social behavior’® +.25 % +.50 * +.05
“Externalizing” problem behavior™* -.10 -51% +.27*
“Internalizing” problem behavior’ -.10 -22 +.07
Child reports
Expects to finish college +.23 * +.46 * +.01
Expected job prestige +.19 * +.24 * +.05
Parent ratings
Positive social behavior +.03 +.22 * -17
“Externalizing” problem behavior -.05 -.15 +.06
“Internalizing” problem behavior -.04 -.13 +.09

V. SOME DETAILS ON KEY ELEMENTS OF THE NEW HOPE PROGRAM

Were New Hope to be implemented nationally, what would its program
components look like?

A. The Earnings Supplement

The New Hope earnings supplement had two components: a wage supplement,
directly aimed at increasing the wage rate of low-wage workers, and a child allowance,
which supplements the income of families with one or more children.’® The combination
of these two components produced an earnings supplement that maximized work
incentives for individual workers while at the same time effectively supported families of
different sizes.

B. The Health Insurance Benefit

Compared to the earnings supplement, the administration of the New Hope health
insurance benefit was relatively straightforward. As long as a family maintained its

* Denotes a statistically significant difference between New Hope and control averages at p<.05 (one tailed
test).

33 "positive social behavior” includes compliance, social competence, and autonomy.

>4 «Externalizing behavior problems” includes aggression and disobedience.

> “Internalizing behavior problems” includes sadness and social withdrawal.

%% For a more detailed discussion of the Earnings Supplement, see generally TWO-YEAR RESULTS, supra
note 24, at 44-46.
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eligibility for New Hope benefits, all family members automatically qualified for
enrollment in a comprehensive health insurance plan if they did not have access to such a
plan through their employer or through a public program such as Medicaid or State
Children’s Health Insurance Program (SCHIP).”” Participants paid modest co-payments
on a sliding scale that ranged from approximately $10-$150 a month, depending on
family size and income. If participants had access to employer-provided health insurance
with co-payments larger than those offered by New Hope, they did not have to switch
plans; New Hope instead subsidized the employer co-payments, which was almost
always less expensive and more convenient than providing health insurance directly.
Participants lost their eligibility when they stopped working at least thirty hours a week,
although eligibility was extended for a month when participants lost one job and were
looking for another.

C. The Child Care Benefit

New Hope’s child care subsidy was the most expensive component of the
experimental program, although it would cost considerably less now since most states
have used Temporary Assistance for Needy Families (TANF) and other funds to expand
dramatically their child care assistance programs.” Rules for child care subsidies were
fairly simple: as long as a parent met the work requirement, New Hope either assisted
families to apply for and utilize existing state child care subsidies or relied on its own
funds to subsidize care in any state-licensed or county-certified center or family child
care home for all children younger than age thirteen. > Parents chose their own child
care setting and were responsible for paying their share directly to the provider (in co-
payments). Participants did not lose subsidies altogether until their incomes reached the
greater of either 200% of the poverty level or $30,000 annually—slightly higher than the
current income eligibility cap in most state child care assistance programs—although
parents’ co-payments increased with their income. Parents qualifying for the child care
subsidy qualified their children for the rest of the school semester.

Similar to the health insurance benefit, New Hope participants had access to
subsidized child care as long as they continued to work at least 30 hours a week and their
co-payments were calculated on a sliding scale, with all benefits fading out when family
earnings reached 200% of the poverty level. Co-payments ranged from a low of $50 per
child per month when earnings were equivalent to full-time employment (or less) at
minimum wage and increased to the full child care cost as earnings approached $28,000 a
year or twice the poverty level, whichever was less.

> For a more detailed discussion of the Health Insurance Benefit, see generally TWO-YEAR RESULTS, supra
note 24, at 45-46.

3% SHEILA ZEDLEWSKI & SETH ZIMMERMAN, THE URBAN INST. TRENDS IN WORK SUPPORTS FOR LOW-
INCOME FAMILIES WITH CHILDREN 2-3 (2007), available at

http://www.urban.org/UploadedPDF/311495 Work Supports.pdf (“The Child Care and Development
Block Grant (CCDBG), the largest source of federal funding for child-care [sic] assistance, remained fixed
between 2002 and 2005, and its real value eroded as a result of inflation. Also, the share of TANF funds
directly devoted to child care declined. As a result, 31 states cut overall child-care [sic] spending between
2003 and 2004, and 22 states cut spending between 2004 and 2005 (CLASP 2006). Fixed TANF block
grants and competing needs for TANF funds led to declines in TANF funds directed to child-care [sic].”).
> For a more detailed discussion of the Child Care Benefit, see generally TWO-YEAR RESULTS, supra note
24, at 46-47.
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D. Community Service Jobs

Community service jobs (CSJs) were available to participants who were
unemployed or whose jobs offered only part-time hours, but only after they spent eight
weeks searching for a regular job.®” CSJs were not guaranteed; participants had to
interview successfully for them and could be fired for cause. They lasted no more than
six months, with the option of a second job of the same duration. CSJs were specifically
designed not to substitute for private-sector employment; they paid minimum wage and
offered no sick days, holiday compensation, or vacation pay. About one-third of the
participants in the original program used a CSJ at some point during the three year
program.

CSJs were particularly useful to participants who faced behavioral or legal
impediments against employment, such as a failed drug test, a poor credit record, or a
criminal record. For these participants, the CSJs offered an opportunity to build a resume
and accumulate work experience, which could then lead to better employment
opportunities down the line. The operational feasibility of this component depends on the
context in which the program is implemented. There are areas in the United States (e.g.,
migrant farming regions in California) where unemployment is so high and full-time full-
year jobs are so scarce that a large proportion of potentially eligible New Hope
participants would have to rely on CSJs to accumulate thirty hours of employment every
week.®' Implementation of the program in those areas might be too expensive to be
feasible.

Administering the CSJ component required close collaboration between the New
Hope agency and local employers. This is one area in which One-Stop workforce
agencies®” may have a particular advantage as they implement a New Hope program.
These agencies tend to have good relationships with local employers and often have
experience developing similar work experience programs for their other clients.

E. Scaling Up

A distinguishing characteristic of the New Hope program was its close integration
with the existing social service infrastructure in Milwaukee. The program’s earnings
supplements were designed to complement the existing EITC, which, in Wisconsin,
included both a federal and a state component.” Similarly, the health insurance subsidy
was designed around an HMO offer that was similar to that available to Wisconsin
welfare recipients at the time.* This made for seamless transfers from one system to the
other when welfare recipients enrolled in New Hope and left welfare for full-time work.

In scaling up the New Hope model, we foresee similar levels of integration
between the New Hope programs operated by the fifty states and the existing benefits and
services available in these states. The availability of such benefits has increased

5 The most common CSJs were work-support positions in nonprofit agencies. For a more detailed
discussion of community service jobs, see generally TWO-YEAR RESULTS, supra note 24, at 47-49.

81 See generally HIGHER GROUND, supra note 5, at 115—17 (discussing some of the problems of
implementing a CSJ program on a national level).

62 U.S. Department of Labor, One-Stop Career Centers, http://www.dol.gov/dol/topic/training/onestop.htm
(last visited Feb 23, 2009); see also infra note 69 and accompanying text.

5 HIGHER GROUND, supra note 5, at 104.

* Id. at 27-28.
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significantly since New Hope was first implemented, not just in Wisconsin, but in most
states throughout the United States.”” Although many of these state efforts are not fully
funded and take-up rates are sometimes low, a well-integrated New Hope program could
build on these existing services, increase their take-up by participants, and provide a
cafeteria-style benefits package like New Hope at a lower cost than in the mid-1990s
implementation of the experimental program.®

To accomplish integration of New Hope with existing services and to maximize
utilization of existing services and funding streams, it is critical that New Hope be
implemented with professionalism and community support. Research on the New Hope
intervention and subsequent comparisons with Wisconsin Works (Wisconsin’s welfare
program, sometimes called W-2) underscored the perceived superiority of New Hope for
helping participants.®”’

We propose that the program be administered by existing state and local agencies
and not-for-profit institutions. Depending on the specific infrastructure in each state,
New Hope services could be delivered through the workforce development system, a
health maintenance system, county public assistance agencies, or a network of not-for-
profit agencies. In a large state, the program could use a combination of these delivery
systems tailored to the specific infrastructure of local areas.

One delivery system that has particular promise as a home for a national New Hope
program is the One-Stop system funded with the Workforce Investment Act (WIA).*® At
the time when New Hope was studied in Wisconsin, such a system was not yet fully
developed, but after passage of WIA in 1998, One-Stop centers have become a key
feature of the workforce investment system.®

8 See generally ZEDLEWSKI & ZIMMERMAN, supra note 58 (discussing spending for work support
programs nationally).

% In this regard it is notable that the Wisconsin New Hope program was found to significantly increase
take-up of the EITC by its participants. Hence, a considerable share of its net income effect was due to
increased take-up of existing services rather than net program contributions.

67 See THOMAS BROCK ET AL., MDRC, CREATING NEW HOPE: IMPLEMENTATION OF A PROGRAM TO
REDUCE POVERTY AND REFORM WELFARE 5-8, 48 (1997), available at
http://www.mdrc.org/publications/347/full.pdf; JASON DEPARLE, AMERICAN DREAM: THREE WOMEN, TEN
KiDS, AND A NATION’S DRIVE TO END WELFARE 311-12 (2004); HIGHER GROUND, supra note 5, at 54, 60,
104-105.

% Workforce Investment Act of 1998, Pub. L. No. 105-220, 112 Stat. 936 (codified at 29 U.S.C. § 794d
(2000)).

% In addition to traditional services funded by the U.S. Department of Labor (DOL) for dislocated workers,
unemployed youth, and other relatively narrowly defined groups, the One-Stops are supposed to expand
access to DOL services for a range of other groups, including employers and incumbent workers, who
would be able to access training and advice to improve their employment stability and long-term prospects
for career growth. Unfortunately, research on the implementation of WIA in general and the functioning of
the One-Stops in particular has found that at the state and local levels, the system is not always successful
in achieving the objectives of WIA. See, e.g., BRONWEN MACRO ET AL., BERKELEY PLANNING
ASSOCIATES, CREATING PARTNERSHIPS FOR WORKFORCE INVESTMENT: HOW SERVICES ARE PROVIDED
UNDER WIA (2003) (describing the role of intermediaries in WIA); RONALD D’ AMICO ET AL., SOCIAL
PoLICY RESEARCH ASSOCIATES, A REPORT ON EARLY STATE AND LOCAL PROGRESS TOWARDS WIA
IMPLEMENTATION (2001), available at
http://www.spra.com/pdf/Early State and Local Progress Towards WIA Implementation 1131.pdf
(detailing early WIA implementation experiences). Partially this is because WIA One-Stops do not have a
great deal to offer those who already hold a steady job, aside from career advice and referrals to training.
In this respect, adding a New Hope program could help increase the relevance of the One-Stop system to
incumbent workers while taking advantage of a well-developed existing work-focused infrastructure.
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F. Program Costs

With its comprehensive package of benefits and case management, the cost of
operating our proposed New Hope program would be far from trivial—a little more than
$3300 per participant per year in taxpayer costs.”” New Hope’s collection of benefits
would transfer a considerable amount of resources to participants.”’ First, earnings
supplements would average $284 per year per participant, given the earnings supplement
take-up rate from the New Hope demonstration.”” Second, participants would receive
health insurance subsidies on the order of $875 per year, based on actual New Hope
costs.”” Third, participants would receive about $470 in child care subsidies, on average;
families with young children obviously would reap the bulk of the child care subsidies.

The administrative costs of running a New Hope program are also substantial,
amounting to a little more than $1700 per year per participant. These costs include case
management, setting up and monitoring CSJs, and general office expenses.

What about the benefits that might counterbalance these costs? A key benefit of
New Hope is its boost to the economic productivity of adult participants. Using earnings
impacts as a measure of productivity, Table 1 shows that the annual earnings advantage
of New Hope participants relative to control groups amounted to $497, which is our best
guess of the productivity gains associated with a national New Hope policy. Although
the earnings impacts were twice as high for the participants who were not working at the
start of New Hope and more than $2500 per year for the subset of participants with some
(but not too many) employment barriers, the overall productivity estimate of $497 is most
appropriate for our program-wide estimate of costs and benefits.

With adjustments for taxes and transfer payments, the estimated costs and benefits
sum to a $2088 annual gain for participants and a $3308 net cost to taxpayers.”*
However, taxpayers also benefit from New Hope’s positive impacts on child achievement
and behavior, particularly among boys. These impacts are not easily quantified, but are
clearly important, since achievement has been linked to significant earnings gains,”” and
behavioral improvement that reduces crime can generate very large taxpayer benefits.”®

Two years after their families enrolled in New Hope, children in New Hope
families were judged by their teachers to have considerably higher achievement than
children in the control group. The size of the impact—one-quarter of standard
deviation—is nearly twice as large as the estimated impact on achievement of an
experiment in Tennessee that reduced class sizes, called Tennessee STAR.”

Relying on methods for converting achievement gains into the monetary value of
the future earnings gains they likely occasion, we estimate an annual value of the future

" FULFILLING AMERICA’S PROMISE, supra note 46, at 4.

"'Id. at 4, 20.

" Id. at 20.

P Id.

™ 1d. at22.

" Derek A. Neal & William R. Johnson, The Role of Premarket Factors in Black-White Wage Differences,
104 J. POL. ECON. 869, 891-92 (1996).

76 See generally David A. Anderson, The Aggregate Burden of Crime, 42 J.L. & ECON. 611 (1999)
(studying the total cost of crime, both direct and indirect, in the United States).

7 Alan B. Krueger & Diane M. Whitmore, The Effect of Attending a Small Class in the Early Grades on
College-Test Taking and Middle School Test Results: Evidence from Project STAR, 111 ECON. J. 1, 23
(2001).
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earnings gains to be $1295, $259 of which are paid as taxes and the remaining $1036
utilized by the New Hope participants themselves.”®

Given the costs of crime for both individuals and the government, the behavior
improvement in boys has the potential to generate large benefits. Teachers reported that
boys in the New Hope program exhibited more positive behavior, had fewer behavior and
disciplinary problems, and were more compliant and less hyperactive in classrooms than
control-group boys. Since impacts for girls were significantly less than for boys, we
concentrate our benefit calculations on boys.

Almost all of the boys benefiting from New Hope were either black or Hispanic,
and all lived in low-income families and high-poverty neighborhoods. Clearly, the boys
fit a high-risk profile for school dropout, crime, drug abuse, and adult unemployment.

Based on published estimates of the dollar value to taxpayers of saving a youth
from serious crime and drug abuse and from becoming a high school dropout, we
calculate the taxpayer value of saving each high-risk New Hope child to be $2.4 million,
with crime victim and criminal justice costs accounting for the bulk of this total.”
Spread over eighteen years of childhood, the annual value of this sum amounts to about
$135,000. We estimate that about one in sixteen New Hope boys would have to
transition out of the high-risk category to pay for the entire taxpayer cost of the New
Hope program, and fewer than one in thirty-one such transitions are required to pay for
the entire societal costs of the program. It does not strike us as implausible that New
Hope’s large impacts on boys’ behavior alone would be more than sufficient to cover all
of the taxpayer’s costs.

VI. CONCLUSION

The New Hope program is a promising policy for helping low-income, full-time
workers. Its evaluation proved that it reduced poverty, increased employment, put
children in better care situations, and improved their school achievement and behavior. It
enabled parents to establish more sustainable family routines and to accomplish their
family goals. New Hope’s broad vision of helping all low-income adults proved
successful in boosting work among single men, at least some of whom were parents with
obligations to support their children.

New Hope does not replace the need for government to provide for individuals who
are too burdened by physical problems, mental health, or drug abuse problems to hold a
job, nor does it eliminate the need for other support programs such as food stamps and
health insurance for the unemployed. It does not begin to address larger structural issues
such as job discrimination. But it does offer some tools for helping adults find full-time
work as well as work supports for families and single adults whose full-time employment
leaves them struggling with too little money, inadequate child care, and no health
insurance. New Hope provides substance to the idea: “If you work you should not be
poor.” Its experimental evaluation proves that fulfilling this promise can improve family
life and boost children’s well-being.

"8 FULFILLING AMERICA’S PROMISE, supra note 46, at 25 tbl.3.
" Id. at 22; see also Mark A. Cohen, The Monetary Value of Saving a High-Risk Youth, 14 J.
QUANTITATIVE CRIMINOLOGY 5, 28 tbl.viii (1998).
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