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STAYING EMPLOYED AFTER WELFARE

Work supports and job quality vital to
employment tenure and wage growth

by Heather Boushey

Executive summary

Red wage growth and long-term employment work together. People who remain consistently employed
over time are more likely to experience real wage increases. But, causality runs both ways: those who
start off at higher wages are more likely to stay employed. Remaining employed over time usualy
indicates higher starting wages and results in real wage increases. This relationship is especialy impor-
tant in the low-wage labor market.

Employment duration and wage growth are the most useful indicators for assessing the long-term
success of welfare reform. Welfare recipients who are able to leave welfare and maintain employment
have the best chance of experiencing real wage growth over the long term. Individuals who maintain
employment will be on a path toward attaining a safe and decent standard of living for themselves and
their families.

For many workers, and most welfare recipients, finding and keeping a job begins a home by
finding a way to balance al of life's respongbilities. For workers with family responsibilities, the capac-
ity to maintain employment depends on whether they have access to safe and affordable child care. For
working parents, and especially single mothers, using a center-based care provider and receiving help
with child care are both associated with staying employed. In fact:

. Single mothers of young children are twice as likely to still be employed after two years if they
used center-based care.



. Women who have a high school degree or less are almost three times more likely to still be em-
ployed after two yearsif they used center-based care.

. Former welfare recipients with young children who used formal daycare are nearly three times as
likely to still be employed after two years as those who do not.

Not all parents use center-based care settings, and for many families informal settings are a better
child-care option. However, one-third of children are in center-based care settings, and the longer moth-
ersstay in the labor force, the more likely they are to use center-based care.

Receiving assistance with child-care payments also increased employment durations:

. Single mothers of young children are 40% more likely to still be employed after two years if they
receive help paying for child care.

. Mothers with a high school degree or less were just as likely as mothers with some college educa-
tion to experience increased employment tenure when receiving child-care subsidies.

. Former welfare recipients with young children are 60% more likely to still be employed after two
years if they receive help paying for child care.

Helping people stay employed aso depends on the qudity of the job. The better the first job is—
whether it has health insurance and whether the starting wages are high—the more likely it is that the
individua will remain employed over time. Workers who receive health insurance from their employer
when garting their job are more likely to be employed two years later than those who do not:

. Single women who receive employer-provided health insurance are twice as likely to ill be
employed after two years as those who do not.

. Women with less education experienced arelatively greater increase in employment tenure if they
began employment in a job with employer-provided health insurance than did women with more
education.

. Former welfare recipients who receive employer-provided health insurance are 2.6 times as likely
to till be employed after two years as those who do not.
Starting wages are also associated with maintaining employment:

Women who gtarted their job earning in the top quintile of women earners are twice as likely to till
be employed after two years as women who started in the bottom quintile.

. Former welfare recipients who started their jobs earning in the second to bottom quintile are 63%
more likely to still be employed after two years as those who started in the bottom quintile.



High-quality jobs offer higher starting wages and, critically, affordable health insurance. Placement
in high-qudity jobs creates a virtuous cycle by helping workers to maintain employment. Increased work
experience leads to higher wages and develops on-the-job sKills; the experience reinforces the advancement
and the advancement reinforces the experience. For former welfare recipients, who start off at the very low
end of the labor market in terms of wages and benefits, the quality of the first post-welfare job is especialy
critica to helping them move up the job ladder, maintaining their presence in the labor market, and support-
ing ther families,

Maintaining employment has real implications for families. Staying employed is critical to
enabling low-wage workers and former welfare recipients to support their families. Without stable
employment, there is little hope that they will be able to do so, especialy given that families can no
longer rely on welfare as a source of income. Stable family income has long-term consequences for
child development, and children whose parents are able to find and keep jobs appear to do better over
the long-run.

Policy makers who want to help former welfare recipients and other low-wage workers move into
the kind of employment that will enable them to support their families have a number of options. Since
real wage growth and long-term employment work together, policy makers can either help women
maintain jobs through work supports or help them find high-quality starting jobs. Helping former welfare
recipients and other workers maintain employment means helping them balance their familia responsi-
bilities so that they can devote attention to their jobs. This requires a significant expansion of affordable,
safe, and enriching child care. Promoting better quality starting jobs means helping employers to offer
health insurance through policies that make health insurance affordable for employers, and adopting
policies that improve starting wages, such as raising the minimum wage and fostering the devel opment of
unions in low-wage sectors of the economy.

Programs such as WorkFirst, which emphasize moving welfare recipients into any job, may not
have helped those workers to find the kind of high-quality jobs that would alow them to advance and
maintain employment over the long term. In order to get former welfare recipients into the labor market
and help them stay there, we need to ensure that they have access to the kinds of work supports that will
help them balance work and family. Without these, it is difficult for them to remain employed. Without
continued employment, the virtuous cycle will be broken.

Introduction

In 1996, by signing the Persona Responsibility and Work Opportunity Reconciliation Act, commonly
known as “welfare reform,” President Clinton ushered in a new phase not only for American welfare
policy, but for how Americans think about working mothers. The aim of the welfare program was refo-
cused from one that only provided cash assistance to one that actively encouraged recipients to move as
quickly as possible into the labor market and into “self-sufficiency.” Congress now requires that welfare
mothers work outside the home in order to receive their welfare benefits, while limiting the amount of
education and training a welfare recipient may receive. Increases in work supports, such as child-care



subsidies, were implemented in tandem with the reforms. However, many states a so implemented what
are known as WorkFirst programs, which encourage caseworkers—often financially—to put welfare
recipients into jobs as quickly as possible (Strawn, Greenberg, and Savner 2001). WorkFirst programs
discourage education and training in favor of rapid entry into the labor market.

Some have heralded the welfare reforms as a success, because millions of welfare mothers moved
off welfare and into employment. Since 1996, welfare caseloads have falen dramatically: from their
peak in March 1994 to June 2001, casdoads fell by 62% (Adminigtration for Children and Families and
Office of Planning Research and Evauation 2000).! Most of those who |eft welfare—about 60%—found
jobs (Loprest 1999), and among those who found a job, most worked at least 30 hours per week (Center
for Law and Socia Policy 2001).

The problem is that getting into the labor market and staying there are not the same thing. Histori-
caly, welfare recipients have cycled in and out of low-wage jobs; before the 1996 welfare reforms, more
than 40% of former welfare recipients returned to welfare within one year. Many of those who had left
welfare since 1996 have moved into low-wage, traditionally short-tenure jobs. Average wages are about
$6 to $8 per hour, and only about one-quarter of the jobs provide health benefits. When surveyed, about
two-thirds of those who left welfare were working, and about three-fourths had worked a some point in
time (Strawn and Martinson 2000).

Staying in the labor market is one of the primary ways that workers move up the job ladder; wage
growth and long-term employment work together, and therefore people who remain consistently em-
ployed over time are more likely to see real wage increases. But, causality runs both ways: those who
start off at higher wages are more likely to stay employed over time. Maintaining employment is associ-
ated not only with higher starting wages, but also with more real wage growth over time. This relation-
ship is especialy important in the low-wage labor market.

Access to the kinds of jobs that alow workers to balance their familial and work responsibilities
can make the difference between keeping ajob and not. For working mothers—especialy low-income
mothers—access to child care is often the critica component. For all workers, job quality mattersin
whether they remain employed and experience real wage growth.

Length of employment and real wage growth also have real implications for families. Recent
research has shown that the timing of poverty has implications for child development: family income is
more important in shaping ability and achievement in young and middle-aged children than it is for
adolescents (Duncan and Brooks-Gunn 1997). If low-wage workers with families are less likely to
maintain employment than are low-wage workers without family responsibilities, there are implications
not only for financial outcomes but also for the long-term success of the children.

We examine the role of work supports and job quality on employment durations and real wage
growth among women workers over the 1990s. Using alongitudina data set (Survey of Income and
Program Participation) that covers both the early and late 1990s, we analyze the extent to which the labor
market experiences of women with a history of welfare differ from those of other women. The first
section addresses whether mothers who have access to child care are more likely to stay employed and
whether this affects their wage growth. Next, we examine the role of starting job quality on employment



durations and wage growth. We then explore the role of the economic boom of the 1990s on employment
durations and real wage growth and look at its implications for families. Finally, policy implications are
discussed.

Background

The labor market conditions for low-wage workers in the late 1990s were better than they had been in
decades, and in this sense welfare reform was well-timed. While welfare reform pushed women off
welfare, the strong economy pulled them into the labor market. Former welfare recipients, however, still
face a number of specific barriers to employment. By definition, they are mostly single mothers, which
means that any job they find must alow them to balance their familial responshilities along with their
job. Although work supports were a stated intention of welfare reform, they have been paltry at best. For
example, the majority of children eligible for federa child-care subsidies under TANF have yet to
receive anything. Also, former welfare recipients tend to end up in low-qudity first jobs, which makes
staying employed and advancing more difficult. The logic of WorkFirst—that getting even a low-paid job
is better than no job at al—means that many former welfare recipients enter the labor market without the
skills necessary to find and keep a job. As aresult, many do not get “good” first jobs, and in the end, this
may have a dampening effect on employment durations and real wage growth in the long term.

Work supports play an important role in hel ping worker s balance work and family. For many workers,
and most welfare recipients, finding and keeping a job begins a home by finding a way to balance al of
life's respongibilities. Especialy for working mothers, negotiating the demands of child care (and often
elder care) can make keeping a full-time job difficult. Work supports can play a mgjor role in helping
workers with family responsibilities maintain employment (Anderson and Levine 1999; Wadfogel 1998).
Without work supports, a sick child can upset the fragile balance of work and family, causing a worker to
quit or lose her job and thus lowering her chances of moving up the job ladder.

Work supports for working parents are critical because most mothers now work. Between 1975 and
2001, the labor force participation rates of mothers with children under three years increased from 34.3%
to 61.3%, and among married-couple families with children, a mgjority (63.2 % in 2001) now have two
incomes (Bureau of Labor Statistics 2002). The increase of mothers in the labor force has occurred both
because more women are choosing to remain working and because of trends in male earnings. As male
wages fell during the 1980s and early 1990s, families needed the incomes of mothers to maintain their
standards of living (Mishdl, Bernstein, and Schmitt 2000).

For parents to function successfully at their jobs, they need access to safe and affordable child care.
Quiality child care has been shown to affect both short- and long-term child outcomes in the areas of
safety, school readiness, and problem behaviors (Giannardlli and Barsmantov 2000). Idedlly, child care
should be enriching and promote a child’s development, but there is debate as to what kind of child care
is best for young children. Studies have found that the quality is generdly low in both home-based and
center-based care; athough research has confirmed that home-based care in low-income neighborhoods is



less well equipped and less stimulating than in middle-class settings (Fuller et d. 2001). Focusing on
improving access to center-based care may be the best policy option, especially as 30% of children under
six are in center-based care settings (Smith 2000). Furthermore, using center-based care, which has regular
days and hours of operation, may reduce absenteeism due to unexpected child-care difficulties (Holzer and
Stoll 2000).

Access to child care can be difficult for two reasons. First, in many communities, there are not
enough available child-care dots in regulated or center-based care settings (Fuller et a. 2001; Rangarajan
1996). Second, child-care costs are high, especially for low-income mothers. Family budget studies find
that child-care costs range from 13% to 29% of a basic family budget for a single parent family with one
child (Boushey et a. 2001). Among low-income families, child care can eat up 35% of income (Commit-
tee on Ways and Means 2000). Even among the 27% of parents who use family for child care, payment
may still be necessary (Zinsser 2002). The high cost of care affects the employment of mothers, espe-
cialy low-income, single mothers (Ribar 2000). Among former welfare recipients, recent research finds
that increased funding for child-care subsidies significantly increases the probability that they will work
(Connelly and Kimmel 2000; Lemke et a. 2000) and have increased earnings (Witte et a. 1999).

To evauate access to child care as awork support, this study examines two aspects of child care.
Firgt, the analysis tests the effects of the availability of child-care subsidies on employment durations and
real wage growth. Second, it examines the use of center-based care among pre-school children. Thisis
not to presuppose that center-based care is appropriate for al families, but because subsidies are more
often used for center-based care, it makes sense to examine the two in tandem (Cabrera, Hutchens, and
Peters 2002).

Job quality iscritical for upward mobility and longer employment tenure. Baancing work and family is
not the only barrier that welfare mothers face when looking at the labor market. The WorkFirst ideology
isthat any job is better than no job, and caseworkers are asked to move welfare recipients into jobs as
quickly as possible, rather than offering education, training, or even time to find a job that would be a
good match and provide a decent standard of living. Long-term success in the labor market may be
hindered if the first job is of low quality and does not offer upward mobility.

Prior research shows that job quality is critical for upward mobility and longer employment dura-
tions. Overdl, there is a positive correation between employment tenure and wage growth (Newman
2000). Workers who start jobs at low wages are less likely to stay employed; employment tenure in low-
wage jobs is shorter than in more highly paid ones. Workers with longer work histories generally are paid
higher wages, and increased work experience is positively correlated with at least moderate wage growth
(Gladden and Taber 2000). However, early studies of former welfare recipients have found that those
who left welfare have shorter job tenure than other low-income mothers. Studies of those who left
welfare since welfare reform have found that about three-quarters of former recipients worked at their
current employer for less than a year, and a third for less than six months, while about half of other low-
income mothers have been on their job for more than a year (Center for Law and Socia Policy 2001).



However, low-wage workers are less likely to see strong wage growth overall. Prior research on
real wage growth among low-skill and/or low-wage workers is fairly consistent in finding that less-
educated workers experience little or no real wage growth. Using data from the 1980s and early 1990s,
most studies find that wages increase between 1.0% and 2.6% per year for low-skill workers (Burtless
1995; Card, Michalopoulos, and Robins 2001; Connolly and Gottschalk 2000; Moffitt and Rangargjan
1989). Gottschalk (2000) found that substantial proportions of workers experienced real declinesin
wages while working for the same employer or moving to a new employer between the mid-1980s and
mid-1990s. Roughly 70% of jobs held by workers with less than a high school degree had negative real
wage growth, and even among college graduates, 56% were in jobs with no real wage growth. Less-
educated workers do not experience the average within-job wage growth; their real wage profiles within
jobs are remarkably flat (Gottschalk 2000).

Job quality is not only indicated by higher wages, but aso by whether the job offers health insur-
ance. Low-wage jobs are less likely than high-wage jobs to offer health insurance: in 1998, only 30% of
workers in the lowest wage quintile had employer-provided insurance, compared with 82% of workersin
the highest quitile (Mishel, Bernstein, and Schmitt 2001). In addition, the types of jobs available to low-
skill workers are less likely to include health benefits; for example, workers in the low-wage service or
retail sector are 18-31% lesslikely to have employer-sponsored health care than are workersin the
manufacturing sector (Wiatrowski 1995).

The qudity of the initid job taken is critica in determining who will sustain a job over the long-
term and who will not (Cancian and Meyer 2000). Historically, however, welfare recipients are less likely
to get good initia jobs. Rather, they are likely to find jobs that are fairly unstable, provide low pay, few
fringe benefits, and are associated with high turnover (Rangargjan, Schochet, and Chu 1998). Pavetti and
Acs (1997) found that women who were on welfare, or who shared the demographics of welfare women,
were less likely to move into a good job—one paying more than $8/hour and for more than
35 hours'week. Fewer than half of the young women studied who did not have a high school degree were
inagood job a any time in their twenties, as opposed to amost three-fourths of al the young women
and 59% of the mothers. Education is the key not only to finding a good job but also to keeping it: while
41% of al women work steadily in good jobs by ages 26 and 27, only 22% of mothers and 15% of
women who have not completed high school do so.

We address the extent to which job quality matters in employment durations and real wage growth.
Job quality is measured by starting pay and whether aworker receives health insurance from her em-
ployer when she starts her job. Jobs that pay higher initial wages are better jobs. What determines job
quality is not whether an individual smply has health insurance but whether the employer provides it.
Workers can receive health insurance from sources other than their employer (e.g., they may purchase it
on the market or receive it through Medicare or an employed spouse). Jobs that offer health insurance
typicaly offer other benefits, such as paid vacation and sick time, and tend to offer more stable employ-
ment and higher wages than jobs that do not. In this sense, employer-provided hedlth insurance indicates
whether the job is of high quality or not.



The strong economy made getting a job easier in the late 1990s. Undoubtedly, the late 1990s provided
an excellent economy in which to implement welfare reform. The economy was close to full employ-
ment, and most workers who wanted to find ajob could. The tight labor market boosted wages, espe-
cialy for workers at the low end of the pay scale: after more than 15 years of declining wages for work-
ers a the middle and bottom of the wage distribution, wages grew rapidly between 1995 and 1999.
Among the bottom 10% of wage earners, inflation-adjusted wages rose by 9.3%. Strong wage growth at
the bottom was accompanied by a slowing of the growth in wage inequality that had occurred over the
past two decades. Strong labor demand was a key factor in moving families from welfare to work and
increasing employment and earnings for low-wage workers.

As states implemented WorkFirst policies and caseloads rapidly declined, the question remained as
to whether those who left welfare in the strong economy of the late 1990s would fare better than those
who had left before. Early studies do not show benefits of WorkFirst programs in terms of employment
durations or wages (Campbell, Maniha, and Rolston 2002; Hamilton et a. 2001). The important question
for policy makers, then, is what promotes longer employment durations. What are the most effective
policies for helping welfare recipients to move off welfare and into jobs with prospects for upward
mobility? Are these strategies different than those that work for workers without a history of welfare use?
We address four questions on the interaction of employment durations and wage mobility over the 1990s:

Are work supports critical for increasing employment durations, particularly among former welfare
recipients?

. Does having a high-quality job lead to longer employment durations and increased read wage
growth? Does this differ for former welfare recipients?

. Were former welfare recipients who |eft after welfare reform more likely to have longer employ-
ment durations and greater upward wage growth than those who left welfare before the reforms?

. What was the role of the strong economy in employment durations and wage growth among
individual workers, especialy among disadvantaged workers?

Dataand methodology
The Survey of | ncome and Program Participation (SI PP). In order to evaluate employment durations
and real wage growth of workers over the 1990s, this analysis required a special kind of data set. The
1993 and 1996 panels of the Survey of Income and Program Participation (SIPP) provide a unique
opportunity to evaluate workers experiences over the early 1990s economic recovery and the late 1990s
economic boom. The panels aso coincide with the implementation of welfare reform, alowing anaysis
of workers' experiences pre- and post-welfare reform.?

The SIPP is a nationally representative, longitudina panel data set. Each respondent is interviewed
every four months—termed a wave—about their labor market and program participation experiences
over the preceding four months. The 1993 pandl of the SIPP has nine waves of data and covers the early



1990s (October 1992 to December 1995), while the 1996 panel has 12 waves of data and covers the late
1990s (December 1995 to February 2000). The sample of the SIPP used here only includes women age
18 to 64 who were employed in any month during the panel. Throughout this anadyss, welfare refers to
the federa programs Aid to Families with Dependent Children (AFDC) prior to 1996 and Temporary
Assistance to Needy Families (TANF) after welfare reform in 1996. (See the Appendix for acomplete
description of the data.)

Measuring wage and income growth. Thisanalysis measures both real wage growth and employment
durations. Wage growth is measured across an individua’ s first and last reported wage over the employ-
ment spdll.® Most of the analysis focuses on whether or not any wage growth was experienced among
those who were employed for two or more waves. This does not take into account different spell lengths.
Hourly wages are reported in 2000 dollars. (See the Appendix for more detail on the wage method and
for a comparison of wages from the SIPP and Current Population Survey.)

The analysis aso reports on the wage growth of women across starting wage quintiles. Workers are
assigned to a wage quintile based on their starting wage. Then, the analysis shows whether they remain in
that quintile or whether they move up or down the wage distribution.

Measuring employment durations. This report uses arelatively loose definition of employment, requir-
ing that workers are at least marginally employed. An individua is marginally employed if he or she
worked at least one week during the four-month wave. Employment is self-reported and can be either full
time or part time and includes those who are salf-employed. (See the Appendix for discussion of the
implications of using this definition compared to adternative definitions.)

To cdculate the proportion of workers who maintain consistent employment over time—that is,
their employment duration—we estimate survival functions. A survival function calculates the percent of
individuals remaining consistently employed after a given number of time periods, or is this instance a
four-month wave.*

Child careis anecessary work support

Access to child care provides a critical work support for former welfare families and working mothers
more generally. The child-care measures used here are: (1) whether the mother reported receiving
assistance paying for child-care costs (the source could be the government, her employer, another parent,
or another person), and (2) whether the mother reported using a daycare or family care center (i.e.,
center-based care) to care for any of her children under six.

Recelving a subsidy for child care promotes longer employment durations among women, regard-
less of marital status or educationa attainment (Table 1). Unmarried women are a better comparison
group to welfare mothers, because welfare mothers are highly likely to be unmarried. Both unmarried
women and former welfare recipients are likely to face more child-care issues because of lower total
family income and fewer adults in the family among whom to distribute the child-care responshilities.



TABLE 1
Percent of women workers remaining employed over time, by access to work supports,

late 1990s
Years employed (late 1990s) Percent with upward
wage growth during
One year  Two years Three years employment spell
Parent uses subsidy for child care under age 6
Maritial status
Married
Uses subsidy 90.4% 60.7% 36.3% 54.0%
No subsidy 71.6% 39.6% 19.0% 58.0%
Odds ratio 1.3 15 1.9
Unmarried
Uses subsidy 76.4% 52.5% 31.4% 54.0%
No subsidy 67.7% 37.7% 20.5% 52.0%
Odds ratio 11 14 15
Educational attainment
High school or less
Uses subsidy 77.2% 44.0% 22.7% 52.0%
No subsidy 63.1% 30.4% 13.5% 52.0%
Odds ratio 1.2 14 17
Some college, plus
Uses subsidy 85.7% 66.0% 43.6% 55.0%
No subsidy 76.8% 48.0% 26.4% 59.0%
Odds ratio 11 14 17
Parent uses formal daycare for child under age 6
Maritial Status
Married
Formal daycare 98.1% 84.6% 64.4% 55.0%
No formal daycare 68.2% 35.5% 16.2% 55.0%
Oddsratio 14 24 4.0
Unmarried
Formal daycare 91.7% 72.7% 48.4% 57.0%
No formal daycare 65.3% 35.5% 19.2% 48.0%
Odds ratio 14 2.0 25
Educational attainment
High school or less
Formal daycare 92.4% 77.7% 56.8% 54.0%
No formal daycare 60.6% 27.7% 11.9% 49.0%
Odds ratio 15 2.8 4.8
Some college, plus
Formal daycare 98.1% 82.6% 60.7% 56.0%
No formal daycare 73.5% 44.1% 23.5% 55.0%
Odds ratio 1.3 19 2.6

All results (across years and within groups) are statistically significant at the 1% level.
Sample includes women ages 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.
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Among unmarried women who received help with child-care payments, 52.5% were till employed after
two years, while only 37.7% who received no help were still employed. The findings are similar among
women with a history of welfare use (T able 2). Those who received assistance with child-care payments
were more likely to maintain employment: 34.9% of former welfare recipients who received child-care
assistance and 19.2% who did not were still employed after two years. Real wage growth is more preva-
lent among unmarried women and former welfare recipients who received help with child-care payments,
relative to those who did not receive assistance.

The findings do not hinge on the educationa attainment of the mother, regardless of whether she
was aformer welfare recipient or not. Table 1 shows that the probability of remaining employed after
two yearsis greater for women with more education but that the relative change associated with receiv-
ing child-care subsidies is the same for both educationa groups. Women across the educational spectrum
are 1.4 times as likely to stay employed after two years if they received child-care subsidies.

Women who have children under the age of six and use center-based care have much longer
employment durations than women who do not, regardless of marital status or welfare use. Among
unmarried women, 72.7% of those who used center-based care were still employed after two years as
opposed to only 35.5% of those who did not. Among former welfare recipients with young children,
using formal center care led to half (49.9%) remaining employed after two years, while only 18.7% of
those who did not use center-based care remained employed for this long. Using center-based care may
signa either that these women have a greater commitment to the labor market or that this kind of care
alows them to maintain employment.

L ess-educated women who used center-based care were 2.8 times more likely than those who did
not to still be employed after two years. Among women with some college or more, those using center-
based care were 1.9 times as likely to still be employed after two years.® In terms of employment length,
women with less education benefited more if they used center-based care relative to more educated
women, even though overal they were less likely than higher educated women to stay employed.

A lower proportion of unmarried women and former welfare recipients who did not use center-
based care and who received child-care subsidies experienced real wage growth over their employment
spell, relative to those who received child-care assistance. This may either be because employment
durations are shorter, and thus there is a shorter period over which to experience wage growth, or be-
cause having access to child-care assistance enables mothers to move up the job ladder more quickly.

In the end, accessto child care matters. Receiving assistance for child-care payments increases the
duration of employment among all mothers, regardliess of welfare history, and these mothers are more
likely to experience real wage growth. As mothers move to full-time employment, they are more likely to
use center-based care (Fuller et a. 2001, 103). When welfare recipients first move off welfare and into
the labor market, they are likely to use informal child-care arrangements. However, among welfare
recipients actually participating in welfare-to-work programs, use of center-based care rises (Fuller et a.
2001). Higher levels of maternal education and employment, higher levels of cognitive stimulation
provided in the home, and residence not in public housing are all associated with use of center-based care
(Zaslow et a. 1998). For both married and single women, mothers who use center-based care are more
likely to work full time (Conndly and Kimmel 2000).
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TABLE 2
Percent of women workers remaining employed over time, by access to work
supports and welfare history, late 1990s

Years employed (late 1990s) Percent with upward
wage growth during
One year Two years Three years employment spell

Parent receives subsidy for child care under age 6
Welfare status
No welfare experience prior to employment spell

Receives subsidy 90.2% 64.3% 38.4% 54.0%
No subsidy 72.2% 41.4% 21.0% 56.0%
Odds ratio 12 16 1.8

Had welfare prior to employment spell

Receives subsidy* 57.9% 34.9% 21.1% 59.0%
No subsidy 49.1% 19.2% 7.9% 47.0%
Odds ratio 12 1.8 2.7

Parent uses formal daycare for child under age 6
Welfare status
No welfare experience prior to employment spell

Formal daycare 97.7% 84.3% 62.3% 56.0%
No formal daycare 69.2% 37.7% 18.5% 52.0%
Oddsratio 14 2.2 3.4

Had welfare prior to employment spell

Formal daycare* 77.9% 49.9% 33.9% 52.0%
No formal daycare 47.5% 18.7% 7.7% 46.0%
Odds ratio 1.6 2.7 4.4

* Sample size is between 50 and 75 observations.
All results (across years and within groups) statistically significant at the 1% level.
Sample includes women ages 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.

Using a daycare or family care center is not the only option available to working parents, and for
many these are not the best options. Some families have relatives or friends who are willing—and able—
to care for their children while they are employed. However, the findings point toward differences among
women with young children who choose daycare over other options. These women are more likely to
remain employed. This may be endogenous, as women who are more committed to the labor market are
more likely to find center-based care; but providing the option of center-based care for more families
would likely help to increase employment durations among women more generally.

School-age children aso need care, especialy in neighborhoods with high crime rates or rampant
drug abuse. Often, mothers report that they are concerned about the safety of their school-age and pre-



teen children, because they are concerned that they will fall victim to crime, drugs, or gangs. They aso
worry about child protective service agencies removing their school-age children from the home if they
are found to be alone (Boushey forthcoming).

Child care is even more critical because the United States does not provide a great deal of flexibil-
ity to working parents. Many jobs do not provide substantial—or even minimal, for many workers—paid
time off or workplace flexibility to address child-care needs® and mothers are less likely than other
workers to be in jobs that offer flexibility (McCrate 2002). For low-wage workers, finding a job that
provides paid time off to deal with a child-care emergency or asick child may not be possible. The
United States has a lower proportion of children in publicly supported care, relative to other advanced
economies, and lower levels of child-care costs are covered by the government (Wadfogel 2001). Among
low-wage employees, 37% had a job that offered paid leave for asick child, whereas among high-wage
employees, 61% did (Galinsky and Bond 2000).” However, among firms that have family-friendly
workplace policies for their employees, such as flexible schedules, on-site child care, or financial assis-
tance with child care, there are positive impacts in terms of recruitment and retention, lower absenteeism,
and increased job satisfaction (Friedman 2001).

Quality of first job matters

Job quality is measured by the woman’s starting wage and whether her employer provided health insur-
ance when she began her job. We first place women into quintiles based on their starting wages and then
follow whether women who started their job in a higher quintile stay employed longer or whether they
experience a greater probability of wage growth relative to those who started in a lower quintile. The
health care measure is whether an individua has access to employer-provided health insurance at the
start of her employment. Among the sample population, 47% of those in the fifth wave of the 1996 panel
had employer-provided hedlth insurance when they began employment, and al individuas have data for
that question.® Single mothers are not able to access health insurance through a spouse, so employer-
provided health insurance is even more important for them than for married mothers.

For women overal, higher starting wages are correlated with longer employment durations: of the
women who began in the bottom 20% of the starting wage distribution, 35.5% were still employed after
two years, while among those in the top 20%, 73.4% were still employed (Table 3). Thus, women in the
top fifth were 2.1 times as likdly to still be employed after two years, relative to women in the bottom
fifth. The findings are similar for former welfare recipients. Starting off in a higher quintile is associated
with a greater likelihood of remaining employed: among those in the bottom quintile, 20.0% were il
employed after two years;, and among those who began their employment in the middle quintile, 48.5%
were gtill employed after two years (Table4).° Real wage growth was more likely among those who
began in the lower quintiles among both women generaly and those with a history of welfare receipt.1®

Having employer-provided health insurance when starting a job leads to longer employment
durations. If they had employer-provided health insurance, 73.7% of married women and 77.5% of
unmarried women were still employed after two years. However, among those without employer-pro-
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TABLE 3
The role of job quality in employment durations and
wage mobility among women workers, late 1990s

Years employed (late 1990s) Percent with upward
wage growth during
One year Two years Three years employment spell
Starting wage quintile
Lowest fifth 66.4% 35.5% 17.6% 67.0%
Second fifth 78.6% 53.9% 33.9% 59.0%
Middle fifth 85.1% 65.1% 47.1% 57.0%
Fourth fifth 87.4% 70.4% 53.7% 51.0%
Top fifth 89.1% 73.4% 56.3% 40.0%
Odds ratio
(Top fifth to bottom fifth) 1.3 2.1 3.2

Has employer provided health care?
Marital status

Married
Health care provided 89.9% 73.7% 56.0% 55.0%
No health care provided 74.0% 44.4% 24.1% 53.0%
Odds ratio 1.2 17 2.3
Unmarried
Health care provided 90.5% 77.5% 63.5% 54.0%
No health care provided 67.6% 38.9% 21.2% 52.0%
Oddsratio 13 2.0 3.0

Educational attainment
Less than high-school degree

Health care provided 83.1% 58.2% 38.9% 48.0%
No health care provided 57.5% 24.8% 9.7% 51.0%
Oddsratio 14 2.3 4.0
High-school degree
Health care provided 88.5% 71.1% 53.8% 51.0%
No health care provided 71.6% 42.1% 22.4% 51.0%
Oddsratio 12 1.7 2.4
Some college
Health care provided 90.4% 75.6% 58.5% 56.0%
No health care provided 72.7% 44.0% 25.2% 54.0%
Oddsratio 12 1.7 2.3
College degree
Health care provided 93.0% 83.4% 71.1% 58.0%
No health care provided 80.8% 58.0% 37.4% 54.0%
Odds ratio 1.2 14 1.9

All results (across years and within groups) statistically significant at the 1% level.
Sample includes women ages 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.

vided hedlth insurance, only 44.4% of married women and 38.9% of unmarried women were still em-
ployed after two years. Thus, among unmarried women, those with employer-provided health insurance
were twice as likely to still be employed after two years relative to those without. Real wage growth,
however, was not much more likely among those with employer-provided health insurance relative to
those without.
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TABLE 4
The role of job quality in employment durations and wage mobility
among women workers who were on welfare prior to employment, late 1990s

Years employed (late 1990s) Percent with upward
wage growth during
One year Two years Three years employment spell
Starting wage quintile
Lowest fifth 47.1% 20.0% 8.4% 63.0%
Second fifth 64.2% 32.6% 16.3% 47.0%
Middle fifth 76.6% 48.5% 33.0% 39.0%
Fourth fifth 70.4% 44.2% 25.8% 29.0%
Top fifth* 65.8% 36.2% 14.6% 20.0%
Odds ratio
(Top fifth to bottom fifth) 14 1.6 19
Has employer provided health care?
Health care provided 88.4% 59.0% 42.7% 48.0%
No health care provided 51.0% 22.7% 9.7% 49.0%
Oddsratio 1.7 2.6 4.4
Marital status
Married
Health care provided NA NA NA 52.0%
No health care provided 50.5% 19.3% 7.6% 45.0%
Odds ratio (yes vs. no) NA NA NA
Unmarried
Health care provided 87.9% 58.0% 40.0% 46.0%
No health care provided* 51.1% 23.8% 10.4% 50.0%
Odds ratio (yes vs. no) 17 2.4 3.8
Educational attainment
High school or less
Health care provided 82.1% 48.3% 32.2% 45.0%
No health care provided* 48.8% 19.3% 7.2% 47.0%
Odds ratio (yes vs. no) 17 25 4.7
Some college, plus
Health care provided NA NA NA 51.0%
No health care provided 55.7% 32.2% 18.3% 53.0%
Odds ratio (yes vs. no) NA NA NA

NA indicates sample size too small for analysis.

* Sample size is between 50 and 75 observations.

All results (across years and within groups) statistically significant at the 1% level.
Sample includes women ages 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.

These results are not dependent on educationa attainment. \WWomen without a high school degree
who had employer-provided health insurance were 2.3 times as likely to still be employed after two years
relative to those without employer-provided health insurance. Among higher educated women, the
increase in length of employment associated with having employer-provided hedlth insurance is smaler;
the likelihood of remaining employed, however, is gtill 1.4 among women with a college degree who
have employer-provided health insurance.
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The gap in employment durations between those with and those without employer-provided health
insurance is even greater among former welfare recipients relative to those without a history of welfare
use. Among former welfare recipients, 59.0% were still employed after two yearsif they had health
insurance, while only 22.7% were still employed if they did not. Those with a high school degree or less
were 2.5 times as likely to still be employed after two years if they had employer-provided health insur-
ance. Thisindicates that, for former welfare mothers, getting health insurance may be even more critical
to sustaining employment than for workers more generally, perhaps because these women are less likely
than other women to have spouses who can put them on their health insurance.

Having an employer who provides health insurance increases employment durations among all
women, but more so among former welfare recipients. This is obviously endogenous—jobs that have
health insurance aso tend to pay better, perhaps have better developed internal labor markets, and
perhaps are better places to work. However, this does not change the conclusion that, to get individuals
into sustained employment, finding jobs with health insurance is critical.

Therole of the economic boom of the late 1990s

The long economic boom of the 1990s led to historic lows in unemployment and increased wages for
workers across the income spectrum. In particular, low-wage workers made substantial wage gains.
These aggregate phenomena should filter down to individuals such that workers should have experi-
enced stronger wage growth and longer employment durations in the late 1990s relative to the early
1990s.

So, how did former welfare recipients fare in the strong economy? Were their labor market experi-
ences different from those who left welfare earlier in the decade, prior to the welfare reforms and prior to
the historically low unemployment?

Fird, the late 1990s show little difference in the relationship between employment durations and
starting wages. FigureA shows that women who began at higher starting wages were more likely to have
longer employment durations if they had not just |eft welfare, but that there was little difference between
thistrend in the early and late 1990s. Among those who stayed employed for more than two years, the
starting wages were higher than among those who stayed employed for less than two years. However,
among former welfare recipients, the benefits of longer employment durations are not as clear. Although
among women without a history of welfare, higher starting wages are positively correlated with two or
more years of employment, among former welfare recipients, the relationship is relatively flat. Again,
though, welfare recipients who began working in the late 1990s did not see more upward wage growth
than those who began working in the early 1990s.

Second, employment durations were much longer among those who did not have a history of
welfare use, but the gap between those who were on welfare and those who were not closed over the
1990s (Table 5). Over half (52.9%) of women who were not recent welfare recipients were still
employed after two years in the early 1990s, and only sightly more (56.9%) were still employed after
two yearsin the late 1990s. However, among former welfare recipients, only 16.5% and 25.3% were
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FIGURE A

Women's starting wages by number of waves worked and
whether on welfare prior to employment
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Sample includes women ages 18 to 64.

Source: Author's analysis of SIPP 1993 and SIPP 1996 panel data.

still employed after two years in the early and late 1990s, respectively. The increase in employment
durations, however, was greater among former welfare recipients over the 1990s than among women
more generaly. In the early 1990s, those who had not been on welfare were 3.2 times as likely to still
be employed after two years as those who had, but only 2.3 times as likely in the late 1990s. Thus, the
strong economy of the late 1990s, is correlated with former welfare recipients in the late 1990s.

Former welfare recipients start their jobs at lower wages relative to women who were not on
welfare prior to employment, but former welfare recipients saw a much larger jJump in starting wages
over the 1990s than did other women. Starting wages rose by 6.2% between the early and late 1990s
among former welfare recipients, while rising by only 4.3% among nonwelfare workers (Table 5).
Ending wages grew by twice as much for former welfare recipients (12.6%) relative to those who had not
recently left welfare (6.2%). The probability of experiencing any real wage growth over the panel was
lower among former welfare recipients than among those without a history of welfare use in both time
periods.

Overall, many workers saw no real wage growth in the early and late 1990s. The proportion of all
women with any real wage growth during an employment spell was 49% in the early 1990s and 56% in
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FIGURE B

Real wage growth over employment spells
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Sample includes women ages 18 to 64.

Source: Author's analysis of SIPP 1993 and 1996 panel data.

the late 1990s, among former welfare recipients, the proportion with real wage growth was 41% in the
early 1990s and 51% in the late 1990s. Much of the real wage growth that individuals experienced was
only minima—their wages just barely outpacing inflation. Figure B shows that among al women and
former welfare recipients and over both the early and late 1990s, the majority of workers saw little or no
real wage growth during their employment spell. The mgjority of workers are clustered around zero real
wage growth. In the late 1990s, the distribution of wage growth is skewed dightly more toward the right,
meaning that women were more likely to experience growth in the late 1990s, but the pictures are not
dramatically different over the two time periods.

Table 6 shows another measure of real wage growth: the proportion of women who remain in their
starting wage quintile and the proportion who change quintiles. The changing of quintiles is often re-
ferred to as “wage mobility.” Over the late 1990s, women were more likely to move up a quintile than
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TABLE 6
Wage mobility among women across the 1990s

Starting wage quintile

1 2 3 4 5
Ending wage quintile
1993
1 66.9% 21.3% 6.7% 3.2% 1.4%
2 19.3 52.4 21.7 5.6 2.6
3 84 16.7 50.2 22.8 6.1
4 3.7 7.4 15.8 53.3 19.6
5 17 22 55 15.2 70.3
1996
1 59.4% 21.0% 5.9% 3.7% 2.7%
2 20.0 455 19.2 5.9 3.9
3 9.6 19.0 47.1 18.5 5.9
4 6.4 9.4 19.7 52.2 17.8
5 4.6 51 8.1 19.7 69.7
Percentage-point change
1 -7.5 -0.3 -0.8 0.5 14
2 0.7 -6.9 -2.5 0.3 13
3 1.2 23 -3.1 -4.3 -0.3
4 2.7 2.0 3.9 -1.0 -1.7
5 2.8 2.8 25 45 -0.6

Sample includes women age 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.

they had been in the early 1990s. The proportion of women who moved up a quintile rose among every
quintile, except the top. Most women, however, remained in the same quintile that they were in when
they began their employment spell. Among those in the top quintile, about 70% remained there in both
the early and late 1990s.

Findly, Table 7 shows employment tenure for other groups of workers. Former welfare recipients
are only one group of traditionally disadvantaged workers. Less-educated workers, non-U.S. citizens,
women of color, and women who were unmarried with small children aso al saw large increases in
employment durations over the 1990s (Table 7).

Implications for families

Over the late 1990s, rea family income grew along with wages. Comparing across women's families,
Table 8 shows that they were more likely to move up a quintile than to move down in the late 1990s
relative to the early 1990s. Stronger wage growth led to an increase in family income so that families
moved up. However, the majority of families that started off in the lowest quintile remained there across
the 1990s. There was less mobility in terms of family income as compared to wage income, because
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TABLE 8

Family income mobility among women’s families across the 1990s

Starting family income quintile

1 2 3 4 5
Ending family income quintile
1993
1 68.0% 18.9% 7.8% 3.5% 2.3%
2 19.0 49.0 18.5 9.1 4.1
3 8.2 18.6 46.6 224 7.7
4 34 9.2 19.8 48.0 21.6
5 14 4.3 7.3 17.1 64.3
1996
1 65.0% 17.8% 8.2% 4.7% 2.7%
2 19.2 47.5 18.7 8.9 5.0
3 8.5 19.7 41.3 18.9 7.8
4 52 10.1 21.8 44.5 18.6
5 21 4.9 10.0 23.1 65.8
Percentage-point change
1 -3.0 -1.1 04 1.2 0.4
2 0.2 -1.5 0.2 -0.2 0.9
3 0.3 11 -5.3 -3.5 0.2
4 1.8 0.9 20 -3.5 -3.0
5 0.7 0.7 2.7 5.9 15

Sample includes women age 18 to 64.

Source: Author’s analysis of SIPP 1993 and SIPP 1996 panel data.

individuals were more likely to experience wage increases that moved them up a quintile than were

families overdl (Table 6).

The economic boom of the late 1990s was beneficial for more disadvantaged workers. Former
welfare recipients saw larger growth in starting and ending wages than women workers more generaly,
and demographic groups who are traditionally more disadvantaged in the labor market—Hispanic
workers, foreign-born workers, and those with less education—increased their employment durations

more so than other groups.

Overall, workers were more likely to experience real wage growth in the late 1990s, relative to the
early 1990s. However, two out of every five workers experienced no real wage growth in the late 1990s.
Among those with wage growth, many experienced growth that hovered around zero to dightly above

Zero.



Policy implications

The main implications for policy are that work supports truly matter and that the WorkFirst ideology—
that any job is better than no job—may not be successful in the long-run. Access to child careis critical
for women to stay employed and move up the job ladder. Getting a good starting job is aso key.

Child carepolicies

The policy implications of this analysis for child care are smple: child care must be accessible and
affordable to help mothers stay employed. There have been changes to the government’ s role in child-
care provision in the past few years, but they have been inadequate to address the pressing child-care
needs. The government should expand the supply of safe and affordable child care.

Along with the implementation of welfare reform, funds available for child care increased substan-
tialy. Welfare reform made three changes to federal child-care funding: (1) existing child-care programs
were combined into a single program, the Child Care Development Block Grant; (2) the federa legal
guarantee of child-care support to current and former welfare recipients was eliminated; and (3) overall
child-care funding was increased, by both increasing funds for child care directly and allowing TANF
funds to be used for child care. Between 1995 and 2000, child care funds available for welfare and poor
working families increased from $2.5 billion to $8 hillion (Fuller et d. 2001). However, since 1998, the
TANF funds have grown much faster than funds from the Child Care Development Block Grant.
Whereas in 1997, TANF funds comprised only 10% of tota child care funds, by 2000 they provided just
over haf (Adams and Rohacek 2002). The increasing percentage of child-care fundsfrom TANFisa
problem because as caseloads rise, which they did over 2001, states may find that they need those funds
instead for services for current welfare recipients or for cash assistance. Furthermore, this makes those
funds vulnerable to cutbacks in the TANF block grants that may occur during reauthorization.

Even though child-care funding increased, the level of funds remains woefully inadequate. The
demand for child care has increased by more than the availability of funding for child-care programs. By
1999, only 12% of digible families received assistance through the Child Care and Development Fund
(Layzer and Collins 2001; U.S. Department of Human Services 1999). Head Start serves less than half of
the eligible children (Blank, Schulman, and Ewen 1999). Despite increased federa funding on child care
over the past decade, wages for child-care workers stagnated, resulting in continued problems with
recruiting and retaining qualified teachers (Whitebrook, Howes, and Phillips 1998).

Child-care funding needs to be increased and the availability of subsidies must be expanded.
Furthermore, the supply of quality, affordable child care must be increased. Modest increases to current
child-care funding streams will not improve quality or significantly improve access to child care. Current
child-care initiatives focus on improving access through a variety of programs that parents are left to
piece together. Most of these initiatives focus on expanding access to services with little emphasis on
improving qudity. To truly help families meet the basic need of qudlity, affordable child care, we need to
develop a coordinated system of child-care programs, accompanied by a significant increase in funding.

Job quality policies
Welfare reform changed the rules within welfare offices around the country. The new model of casework
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isto increase work as quickly as possible for welfare recipients, rather than focus on education or train-
ing. This does a disservice to wefare recipients who move into low-paying, dead-end jobs that do not
offer decent wages and health insurance. This disservice occurs on two levels: first, lower quality jobs
mean shorter employment durations and lower real wage growth; and second, many low-wage workers
go without health insurance.

When considering TANF reauthorization, rethinking the WorkFirst ideology is key to helping welfare
recipients find higher qudity jobs. Studies of welfare-to-work programs generaly find little or no long-term
effects on employment stability and wages, regardless of whether the program focuses on job search or
education and training. However, there are programs out there that do help. For example, a program in
Portland, Ore,, led to large gains in stable employment and earnings growth through encouraging partici-
pants to take jobs at above-minimum wages, rather than take just any job (Campbell et d. 2000; Hamilton
et a. 2001).

The government has arole in making it possible for employers to offer affordable health insurance
to dl of their workers. This past year, many health insurance companies raised premiums upwards of
20%, making health care unaffordable for many employers. If those costs are passed onto workers,
many—especially those with lower incomes—will be unable to afford the premiums. Even when low-
wage workers are offered employer-sponsored health insurance, their plans often include high premiums
and deductibles and are more likely to require sizable employee contributions for family coverage
premiums. According to the Agency for Health Care Policy and Research, in 1996 the average employee
contribution for a health insurance premium for family coverage was $1,922 for employees in firms
where more than 50% of the workforce worked at alow-wage level, compared to employee contributions
of $1,484 in firms where less than 50% of the workforce was paid alow wage (Agency for Health Care
Policy and Research 1997). Making it possible for employers to offer health insurance means working to
keep premiums affordable and ensuring that the plans offered actually cover all the health services that
workers need.

Hedlth insurance is not only an indicator of a high-quality job but is critical for the health and well-
being of families more generdly, which has implications beyond employment tenure. Without health
insurance, many families have trouble making ends meet, and they are more likely to experience a range
of other family hardships (Boushey et al. 2001). Policy can aso do more to ensure that families have
access to hedlth insurance even if their employer does not provide it. During the 1990s, Congress ex-
panded the Medicaid program to cover more individuals and delink Medicaid from welfare. However, in
the typical state, a family of three earning over $7,992 (59% of the poverty guideline) is not eligible for
Medicaid coverage (Guyer and Mann 1999). Increasing coverage to more low-wage workers would help
to address the health insurance issue.

In the end, however, creating high-quality jobs rests with firms. Recent research has pointed out
ways that firms can help workers balance their familial and work responsibilities through policies that
recognize these constraints as such. Providing opportunities for shorter work weeks, reduced hours,
flexible schedules, and job sharing allows workers greater control over their time so that they can meet
al their responghilities (Appelbaum et a. 2001).
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Conclusions

Although the strong economy of the 1990s lowered unemployment and led to real wage gains across the
wage distribution, many workers still experienced no real wage growth. Even in the late 1990s, two out
of every five workers saw no real wage growth, and a majority had wage growth that hovered around
zero. Traditiondly, more disadvantaged groups of workers benefited disproportionately from the long
boom: women of color, immigrant workers, single mothers, and those with lower starting wages dispro-
portionately benefited, relative to more advantaged workers, during the strong economy of the late
1990s. These groups of workers were more likely to see increases in their length of employment, and
they saw larger increases in their probability of experiencing real wage growth.

The wage trend for former welfare recipients was not significantly different from that of women
who had not been on welfare. The welfare reforms of the mid-1990s pushed more women off of welfare.
If they did find employment, however—even occasional employment—the probability of remaining
employed was greater in the late 1990s than it had been before welfare reform.

For many workers, and most welfare recipients, finding and keeping a job begins at home—by
finding a way to balance al of life's respongbilities. For workers with family responsibilities, the capac-
ity to maintain employment depends on whether they have access to safe and affordable child care.
Working parents, and especially single mothers, who use center-based care and receive help with child
care are more likely to stay employed than those who do not. Among mothers of young children, the
probability of remaining employed was greater among those who used center-based care, relative to
mothers who did not: 72.7% of unmarried mothers of young children who used center-based care were
still employed after two years, as opposed to only 35.5% of those who did not use center-based care.
Among welfare recipients, 49.9% and 18.7% of those who did and did not use center-based care, respec-
tively, were still employed after two years. Employment tenure was aso longer among those who re-
ceived help paying for their child care.

The path to helping people stay employed also depends on the quality of their initid job. The better
the first job is—whether it has health insurance and whether the starting wages are high—the more likely
it is that the individua will remain employed over time. Women with hedth insurance are more likely to
still be employed two years later than those without: among unmarried women, 77.5% who had em-
ployer-provided health insurance were still employed after two years. Only 38.9% of those without that
benefit were still employed after two years. Among former welfare recipients, health insurance matters
even more: 59.0% of those with employer-provided health insurance and 22.7% of those without were
still employed after two years. Less-educated workers, who are overall lesslikely to receive employer-
provided health insurance, disproportionately benefit from receiving health insurance when they begin
employment. Starting off in a higher-paying job also increases length of employment overdl.

Placement in high-quality jobs creates a virtuous cycle that helps workers to maintain employment.
The high-quality job lets them reap rewards for their hard work, which leads to longer employment; the
increased work experience and skill development leads again to higher wages, reinforcing the cycle.
Especialy for former welfare recipients who start off at the very low end of the labor market in terms of
wages and benefits, placement in the first post-welfare job is critical to helping them move up the job
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ladder, maintaining their presence in the labor market, and supporting their families independently.

Policy makers who want to help former welfare recipients and other low-wage workers move into
the kind of employment that will enable them to support their families have a number of options. Be-
cause real wage growth and long-term employment work together, policy makers can push to help people
either maintain jobs or find the highest quality starting job. Helping former welfare recipients and other
workers maintain employment means helping them balance their familial responsibilities so that they can
devote their attention to their jobs. This requires a significant expansion of affordable, safe, and enriching
child care. Promoting better quality starting jobs means helping employers to offer health insurance,
through policies that make health insurance affordable for employers to offer, and adopting policies that
improve starting wages, such as raising the minimum wage and fostering the development of unionsin
low-wage sectors of the economy.

Moving welfare recipients into any job through WorkFirst programs may not have helped those
workers to find the kind of high-quality jobs that would have allowed them to move up the job ladder and
maintain employment over the long-term. In order to get mothers, disadvantaged workers, and former
welfare recipients into the labor market and help them stay there, we need to ensure that they have access
to the kinds of work supports that will help them balance work and family. Without these, it is difficult
for them to remain employed; without continued employment it will be difficult, if not impossible, for
them to ever enter the virtuous cycle.

This project was generously funded by the Foundation for Child Development and the ILGWU Heritage
Foundation.

Thisproject benefited greatly fromthe contributions of my colleagues. Danielle Gao’ swork to pull the

S PP data together facilitated the entire project and Brendan Hill’ seffortsto put theresultsinto a
presentabl e format improved the final outcome. The comments and suggestions of Eileen Appelbaum,
Chauna Brocht, Helen Connolly, the U.S. Census outreach department (in particular, Margaret Coleman,
CarolePopoff, Jeffrey Sisson, and Martha Stinson), Ross Eisenbrey, Bethney Gunder sen, John Schmiitt,
and Jeff Wenger appreciably improved thefinal product, and | owethemall a sincere debt of gratitude.
Theerrorsremain, of course, minealone.
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Appendix: The Survey of Income and Program Participation

This analysis makes use of the 1993 and 1996 panels of the Survey of Income and Program Participation (SIPP).
The SIPP is a multipanel, longitudinal survey of the civilian, noninstitutional population in the United States,
conducted by the U.S. Census. It is designed to examine issues related to participation in income maintenance
programs, such as welfare and unemployment compensation, and contains extensive information on individuals'
backgrounds, employment and earnings, and access to services, including health insurance and child care. Unlike
other available longitudinal data sets, such as the Panel Study of Income Dynamics or National Longitudinal Study
of Youth, it covers all workers and has monthly, rather than annual, data on employment and earnings.

The SIPP is structured such that one-fourth of the sample isinterviewed every month, and each four-month
interval in which al sample members are interviewed is termed a wave. During each wave, respondents are asked
a set of core questions for the preceding four months, which cover labor market participation, wages, and partici-
pation in income support programs, and questions from topical modules that change each wave. The first topical
module, for example, includes employment and welfare history and asks questions that allow identification of a
history of welfare use, as well as labor market experience prior to the panel. Other modules focus on child care,
assets, training history, etc.

Editing the 1996 panel

Thefirst step in setting up the SIPP for this analysis was to create alongitudinal panel for the 1996 SIPP. For each
panel of the SIPP, the Census released the core and topical module files, along with alongitudinal file that has
been edited for internal consistency and that provides panel weights. However, the 1996 longitudinal file was not
available at the time of this analysis. Therefore, we took steps to ensure internal consistency of key variables,
following Bureau of the Census (2000).

There were three sets of edits for the SIPP 1996 core data. First, all demographic variables (age, sex, race,
and ethnic origin) were recoded so that they were consistent with answers given during the respondent’ s first
interview. Very small proportions of the demographic variables were fixed: 0.3% of sex, 0.4% of race, and 0.76%
of ethnic origin.

Second, where possible, missing waves of data were imputed following the procedures outlined in Bureau of
the Census (2000). If a missing wave was bounded on either side with nonmissing waves of data, the missing data
were randomly imputed from the preceding or following wave's data using a random carryover procedure. A value
r was randomly assigned to each nonrespondent’ s household for each missing wave, wherer =1, 2, 3, or 4. The
first r reference months within the missing wave received their imputed values from the fourth month of the
preceding wave, and the remaining 4-r reference months received their imputed amounts from the first month of
the subsequent wave.

Third, within the SIPP there are problems with the consistency of the unique employer 1.D. variable. The
variable provides a unique employer |.D. for every job held, for a maximum of two jobs per month. If the respon-
dent changes jobs, the employer |.D. changes (increases one step). If the respondent switches their first and second
employer, the employer |.D. remains with the job. For example, assume a respondent’s first job was for a hospital
as anurse (employer 1.D. 1) and the second was at along-term care facility on the weekends (employer 1.D. 2). In
month 18, the respondent stops working at the hospital and begins full-time work at the long-term care facility. At
that time, the employer 1.D. for the first job would be changed to 2 and the employer |.D. for the second job would
be empty, since the respondent now only has onejob.

It has been found that there is a high degree of error associated with this variable and associated job charac-
teristics. For the 1990-93 panels, employer |I.D.’s are erroneous throughout the sample due to improper merges.
The result isthat the job characteristics for starting date and employer |.D. erroneously change values. Further-
more, if arespondent is not interviewed for awave, then all employer 1.D.’s change, even if the job does not.**

Whether the respondent actually moved to a new job, however, can be determined with a high degree of
certainty by examining the variables associated with the job, including starting date, industry, and occupation, at each
unique employer |.D.’ sfirst occurrence.’? This is because the variables ESTLEMP (which indicates whether the
respondent reported achange in job), industry, and occupation are not subject to the same errors as employer 1.D. and
starting date. To correct for erroneous employer 1.D.’s, we determine whether job-related characteristics are consistent
with their first appearance within the variable for employer 1.D. number. Table A1 indicates the rules that we estab-
lished for fixing the job-related characteristics!® Again, the proportion of data with fixes is relatively small: 0.96% of
employer 1.D., 0.1% of industry, 0.96% of occupation, and 1.69% of starting dates.
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TABLE Al
Rules for fixing job-related characteristics

Evaluation of variable values relative to preceding month

Continues Employer Industry Occupation Starting Fix?

in same job? ID Date

Yes same different or different or different Yes, retain characteristics from first job.

Yes different same same different Yes, change employer |.D. number to

first occurrence of industry/occupation.

Yes different different different different Acceptable.

No All are different, but same as a previous job. Acceptable; appears that Census
switched employer I.D. numbers.

No same different different different Cannot fix because of insufficient
information.

No different different different different Acceptable.

Source: Author’s analysis of SIPP 1996 panel.

Sample construction

The sample for this analysis was women who were between age 18 and 64. The 1993 panel of the SIPP covers
from October 1992 through December 1995. The complete panel is nine waves of data and initially contained
21,823 households and 56,800 individuals. Data from the 1996 panel of the SIPP covers from December 1995 to
February 2000. The entire panel is 13 waves of data and initially contained 40,188 households and 95,402 indi-
viduals (Westat 2001).%* TableA2 shows the means and standard deviations for the samples used in the analysis.

The SIPP data are restructured to provide information for each wave, rather than by each month. SIPP data
are subject to a seaming problem: individuals often report similar states across the wave, and therefore between-
wave transitions are more prevalent than within-wave transitions. For example, individuals are more likely to
report a change of jobs or marital status between waves than within waves (Bureau of the Census 2000, 6-5).
However, by using the datain “wavely,” rather than monthly increments, the problem may be attenuated in this
sample.

Wages are adjusted using the CPI-RS. Wages are calculated from the monthly earnings and hours variables
in the last month of the wave. If the respondent had missing earnings data for both their primary and secondary
job, then wages were calculated from the hourly wage rate and usual hours per week. In the 1993 panel, 93% of
earnings data came from the earnings per month variable, while in the 1996 panel, 90% did. (In the 1996 SIPP,
about 1.5% of observations were mistakenly coded as $0.00 when earnings should have benn imputed.) The
earnings variable was more likely than the hourly wage variable to contain information. Reported wages of less
than $1.00/hour were recoded as missing (less than one-quarter of one percent of all person-wavesin each panel).

Table A3 compares wages from the SIPP to the Current Population Survey Outgoing Rotation Group data
(CPS-ORG). The annual data from the SIPP differs from the CPS data in that annual wages are comprised of the
monthly wages for the individuals in the survey. In the CPS, an individual only appears at most twice given the
rotation structure; whereas in the SIPP, the same individual will report their wage each month, providing 12
observations.

The SIPP and the CPS data show similar wages across the wage distribution. However, the SIPP data show
falling real wages among men between 1995 and 1998, and the CPS shows increasing wages. The trends among
women are less variant, as the SIPP shows positive wage growth except at the median where the CPS shows small
positive wage growth. Comparing the SIPP and the CPS in 1995 and 1998, the differences are smaller in the 1996
panel than in the 1995 panel, although the SIPP shows higher wages than the CPS across the wage distribution.
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TABLE A3
Comparing SIPP and CPS wages, 1995 and 1998

1995 1998 Wage growth 1995-98
Quantile group Men Women Men Women Men Women
SIPP
1 $6.74 $5.71 $6.63 $6.01 -1.6% 5.3%
2 8.59 6.94 8.39 7.02 -2.3 12
3 10.39 8.16 10.17 8.19 2.1 0.4
4 12.20 9.42 11.81 9.41 -3.2 -0.1
5 14.22 10.90 13.83 10.70 -2.7 -1.8
6 16.73 12.45 16.05 12.54 4.1 0.7
7 19.43 14.57 18.88 14.63 -2.8 0.4
8 22.90 17.49 22.56 17.76 -1.5 15
9 29.27 22.47 29.16 22.96 -0.4 2.2
CPS
1 $6.46 $5.61 $6.65 $5.80 2.9% 3.4%
2 7.86 6.74 8.44 6.86 7.4 18
3 9.55 7.77 10.02 7.91 4.9 18
4 11.23 8.98 11.61 9.23 3.4 2.8
5 13.47 10.11 13.72 10.55 1.9 4.4
6 15.70 11.66 15.83 12.18 0.8 45
7 18.14 13.80 18.89 14.51 41 5.1
8 21.61 16.84 22.55 17.59 4.3 4.5
9 28.07 21.60 29.55 22.55 53 4.4
Percent difference
between SIPP and CPS
1 4.2% 1.8% -0.3% 3.5%
2 8.5 29 -0.6 23
3 8.1 4.8 15 34
4 8.0 4.7 1.7 1.9
5 5.3 7.2 0.8 14
6 6.2 6.3 14 2.9
7 6.6 53 -0.1 0.8
8 5.6 3.7 0.0 10
9 4.1 3.9 -1.3 18

Note: SIPP data is for calender years 1995 and 1998.
Thus individuals have 12 repeated wage observations.

Source: Author’s Analysis of SIPP and Current Population Survey Outgoing Rotation Group (CPS) data.

Thisis partially aresult of the fact that the year 1995 is the last year of the 1993 panel, thus attrition has reduced
the proportion of lower earners.

Employment definition

We define employment as being at |east marginally employed. An individual is marginally employed if she worked
at least one week during the four-month wave. Employment is self-reported and can be either full time or part time
and includes those who are self-employed.



FIGURE A-1

Comparing percent of workers still employed by definition of employment
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Source: Author's analysis of SIPP 1993 and SIPP 1996 panel data.

Other definitions of employment were tested, including strictly employed. Individuals are strictly employed
if they worked all weeks over the four-month wave. If they did not work for even one week, it was considered a
break in their employment spell. Findings do not differ substantively based on whether the strictly employed or at
least marginally employed definition is used. Two other definitions were aso tested, employed full time each wave
during the month and employed the majority of weeks in a month (three if it was a four-week month and four if it
was afive-week month). Again, these definitions provided results that were consistent with the two that are
presented.

The use of the marginal employment definition does not substantially alter the findings in this report. Figure
A-1 shows the survival functions for workers strictly employed and at |east marginally employed in the early and
late 1990s. The figure shows the percent of workers still employed by wave. It matters which employment defini-
tion is used in terms of the proportion of workers maintaining employment, because those at least marginally
employed maintain employment longer than those who are strictly employed. Furthermore, the trends over time
are not the same across the two definitions. Among workers strictly employed, there was no difference in employ-
ment durations over the 1990s. After six waves—two years—47% of workers were still employed in both the early
and late 1990s. Among workers marginally employed, employment durations were greater in the late 1990s. After
two years, 59.1% of workers were still employed in the early 1990s, and 63.1% were still employed in the late
1990s.

These findings on employment durations are consistent with prior research. Gottschalk and Moffitt (2000)
use the SIPP to document job and employment stability in the 1990s. They find that employment exit rates among
married men ages 20 to 62 hover around 20-22% per year between 1981 and 1995. This analysis finds that among
all women age 18 to 64, 20-30% fall out of employment after one year.
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Problemswith the SI PP
The SIPP data have a number of known problems, including seaming, attrition and low response for some demo-
graphic groups, and other nonsampling errors.

The seaming problem stems from the fact that individuals often report similar states across the wave, and
therefore between-wave transitions are more prevalent than within-wave transitions. For example, individuals are
more likely to change jobs or marital status between waves than within waves (Bureau of the Census 2000, 6-5).
However, since only one-quarter of respondents are interviewed in any month, the seams do not have large effects
on cross section estimates. Analyses of spell datafound that spell durations of multiples of four months were
particularly common, indicating that this may bias our employment spell results. For this reason, and to reduce
computation time, employment spells in this analysis are examined by wave, rather than by month.

Attrition and response rates are problems inherent to longitudinal data, as some panelists drop out of the
survey over time and others enter. Between 15% and 25% of the SIPP was not interviewed in any month, and those
months are missing from the sample, although individuals are not categorically deleted if they missed some
months of the survey.> Those who drop out are likely to be poorer than those who remain in the sample. This
poses problems for our analysis because individuals with low employment rates and welfare recipients are less
likely to be in the final waves of the SIPP data than are wealthier survey respondents.

Other nonsampling errors in the SIPP include under-coverage, nonresponse, and measurement errors. The
effects of nonsampling error on survey estimates are that some demographic subgroups are underrepresented
because of under-coverage and nonresponse. This includes young African American males, metropolitan residents,
renters, people who changed addresses, and people who were divorced, separated, or widowed. Bureau of the
Census (2000) analysis of these generally known problems with the SIPP concludes that:

. estimates of income from government sources are generally low related to the amounts reported by adminis-
trative sources;

. estimates of property income and assets, liabilities, and wealth are relatively poor;

. estimates of poverty from SIPP panels prior to 1996 are lower than the CPS;

. estimates of the working population differ from the CPS;

. estimates of people without health insurance are much lower than the CPS estimates, and there are reasons to
believe that the SIPP estimates are more reliable; and

. birth statistics compare favorably with the CPS, but both are low relative to records from the National Center
for Health Statistics.

A final issue is topcoding. Prior to 1996, there is a topcode of $33,332 for each month and wave income. In
most cases, monthly income is topcoded at $8,333 ($33,332 divided by 4). However, if an individual only made a
high amount of money in one month, then the topcode may not hold, although $33,332 will hold for the entire
wave. Summary variables are not individually topcoded.
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Endnotes
1. However, caseloadsbegantoriseduring therecession of 2001. Between October and December 2001, casel oads

increased in 41 out of 54 statesand territories, although thetotal number of welfarefamiliesnationally remained
unchanged (Richer 2002).

2. Arelatively small number of individualsin the SIPP datawere on welfare. In both panels, 4% of individualsbegan
the panel onwelfare. Among those present in thefirst wave of their panel, 6.4% received welfare at some point during
the 1993 panel, and 5.8% did so during the 1996 panel.

3. Theanalysisdoesnot hinge onthisspecification, asthefindingsare not substantively different when conducted on
continuous employment spellsor over the entire panel.

4. Wecalculatethesurvival function using the Kaplan-Meier product-limit method and test differencesusing thelog-
ranktest.

5. Samplesizesweretoo small tolook at child-care subsidiesor center-based care among former welfare recipientsby
educational attainment.

6. Thefederal government hasrequired family leave and increased funding for child care over the 1990s. The Family
and Medical Leave Act givestheright to 12 unpai d weeks of f to workerswho have worked at their firm for at | east
1,250 hoursin the past year—just over 24 hours per week—in firmsthat employ at least 50 peopleat their site. Thetime
off can beused to carefor anew child (including new adoptees), to carefor afamily member, or for theworker’ sown
serious heal th condition. However, thisact only coversalittle over half of American workers, and thosewith low
incomes may be unableto afford unpaid time off.

7. Alowwageislessthan $7.71 an hour, and ahigh wageis more than $19.25 an hour.

8. Amongworkersoverall in 1995, 59.1% had empl oyer-provided healthinsurance (Mishel, Bernstein, and Schmitt
2000). Thisanalysisonly includeswomen and may explain thelower employer-provided healthinsurancefigure, as
women arelesslikely than men to receiveinsurance from their employer. Furthermore, the analysisonly addresses
whether awomen had empl oyer-provided health insurance when she became empl oyed. For many workers, their health
insurance may be delayed until they have completed aprobation period so thismay undercount the coverage of workers
overdll.

9. Among former welfarerecipients, the samplein the upper quintileswastoo small to be of statistical value.

10 . Theassociation of alower starting wage quintilewith agreater probability of real wagegrowthispartialy aresult
of theway that the analysiswasdone: workers at the bottom have nowhereto go but up. Thisissueisaddressedinthe
next section of thereport.

11. Thisproblemwasbased on conversationswith Martha Stinson at the Census. Shereported that, although many
knew of the problem, there was no documentation at that time.

12. Conversationswith MarthaStinson at the Censusreveal ed that shehad conducted analysisusing theinternal
employer namevariablesand found that thisisan appropriatefix for the data.

13. Theserulesonly reflect the permutations of errorsthat wewere abletoidentify, and thusthey may not cover all
errorsfound inthedata.

14. In1996, the U.S. Census Bureau changed theway it administered the SIPPto computer assisted survey informa-
tion collection. In addition, apanel isnow introduced every four years, rather than the previous overlapping design. The
1996 panel contains about 37,000 househol ds compared to 20,000 for previous panels, and the 1996 panel oversamples
thelow income population. Censusresearchers have not found that the redesign affected outcomes (Hockd and Winters).

15. TheU.S. Censusimputes some val uesfor those missing months.
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