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Preface

The New Hope Demondtration provides a wedlth of information on an issue high on the
domestic policy agenda: how to improve the well-being of people who are poor. New Hope
pursued a sraightforward idea: People who work full time should not be living in poverty. Thus,
the program supplemented earnings, subsidized child care (if needed), and guaranteed affordable
hedlth insurance. If participants could not find full-time regular employment, the program offered
them access to wage-paying "'community service jobs' C short-term subsidized jobs in nonprofit
agencies, designed as stepping stones to regular employment. This mix of work-conditioned
incentives and services marks New Hope as an unusualy ambitious attempt to address the
employment and poverty of low-income people.

A community-based organization, the New Hope Project, Inc., operated the New Hope
programintwo low-incomeareasin Milwaukee. Designed asademonstration project, New Hope
began operating in 1994, enrolling approximately 1,360 people in the New Hope evauation
through December 1995. Eligibility was based solely onincomeand awillingnessto work full time,
so the enrolleesincluded abroad cross-section of the "working poor.” These adultswere assigned
at random to one of two groups: the New Hope program group, who were digibleto receive New
Hope benefits for three years, and the control group, who differed from the program group only
in that they could not receive New Hope benefits. The New Hope evauation team is assessing
New Hope's effects by comparing the outcomes and experiences of these two groups over time.

From the outset, the New Hope Project’s Board and staff committed themselves to a
rigorous research agenda, believing that for their project to influence federal and state policies, it
had to be sudied serioudy. After a competitive process, New Hope retained MDRC to conduct
the evadluaion. Thisvolumeisthe second mgor report on the project, documenting New Hope's
effects two years after participants enrolled. A five-year follow-up report will be ready in about
three years.

The New Hopeevduationisasambitiousastheprogram, and it integratesdiverseresearch
methods and datain the team’ s effort to understand New Hope' s effects. Notably, the evauation
goes beyond astudy of New Hope' s economic effectsto examine how New Hope changed family
functioning and the well-being of children. To address this broad learning agenda, the evaluation
team represents acollaboration anong MDRC staff, New Hope' sBoard and staff, and prominent
university-based scholars who came together under the auspices of the MacArthur Foundation
Network on Successful Pethways Through Middle Childhood.

The two-year economic story is best told by distinguishing between two groups that
constituted the New Hope sample: the two-thirds who were not working full time when they
enrolled and the one-third who were. The interim results show that New Hope increased
employment, earnings, and incomefor the program group memberswho were not working full time
at enrollment, compared withtheir control group counterparts. Thewage-paying community service
jobs were an important source of these effects. Those who were dready working full time when



they enrolled used the New Hope supports to spend less time working second jobs and overtime,
actudly reducing their income.

While New Hope's economic effects differed for the two groups, the program’ s positive
effectson familiesand children cut across the whole sample. Perhgps because one group had more
earnings and income while the other could cut back a little, New Hope participants across the
program group reported less stress, fewer worries, and better parent-child relations than the
control group. Further, teachers reported positive effects on the classroom behavior and school
performance of boys (who had more room for improvement than girls). The boysin the program
group families also showed higher educationa and occupationa expectations and less problem
behavior than the boys in the control group families.

No sngle-gte study is definitive. Because these results describe a program in Milwaukee
during 1994-97, dl members of the research sample benefited from a favorable labor market.
Further, if they weredigiblefor public assstance, they faced increasingly assartivewdfare policies
that emphasized work. However, the fact that the program caused effects over and above the
threshold created by these circumstances is encouraging and chadlenges policymakers and
practitioners to test smilar interventions in other locaes.

Fndly, asthe Acknowledgments section of this report suggests, the study represents the
committed efforts of many people and ingtitutions. We are grateful to dl our colleagues in this
venture C the Board and staff of New Hope, the funders that have so generoudy supported the
evaduation, state and locd agencies, our felow researchers, the advisors and reviewers, and the
residents of Milwaukee who have participated in the program and the study.

Judith M. Gueron
President



Acknowledgments

This report combinesthe efforts of numerousindividual sfrom many institutionsand agenciesaround
the United States. All their contributions are greatly appreciated.

The report benefited from an uncommon, engaged collaboration among program staff, the eval uation
team, and various advisors. At the New Hope Project site in Milwaukee, Executive Director Julie Kerksick
provided firsthand information on the project’ s history and goals, explained program procedures, pushed the
evaluation team to clarify its work, and provided on-going, thoughtful reviews of the report. Tom Back,
Associate Director, initiated and maintained the financial supplement system, provided data for the report,
offered valuabl e reviews, and answered innumerabl e questionsthroughout the process. Other staff at the New
Hope Project supported this research by participating in interviews and focus groups and by facilitating the
exchange of information between MDRC and the New Hope Project. In the early stages of the project,
significant assistance was provided by Sharon F. Schulz, the former Executive Director, and Don Sykes,
Executive Director during the project’s pilot phase.

The evaluation’s funders have provided indispensabl e support. They are acknowledged at the front
of thereport.

We are deeply grateful to the people in our study sample. Whether participating in the New Hope
program or as members of the control group, these Milwaukee resi dents went through the random assignment
process, granted us access to confidential information about themselves, and participated in surveys, focus
groups, individual interviews, and ongoing ethnographic research. Without them, our research would not have
been possible.

Next,wewould liketo acknowledgethe membersof New Hope' sBoard of Directors, particularly David
Reimer, who shaped our understanding of NewHope' sgenesisand the project’ seconomic and social context.
NewHope' sEvaluation Committee reviewed multipledraftsof thereport. New Hope' sNational Advisory Board
of researchers and policy analysts convened several times a year and provided valuable guidance for this
evaluation andthereport. Themembersare Gary Burtless, Tom Corbett, David Ellwood, Rob Hollister, Lawrence
Mead, Demetra Nightingale, Deborah Weinstein, Michael Wiseman, Joan Moore, Walter Farrell, Roberto
Fernandez, Jo Ann Gray-Murray, and Lois Quinn.

Four of the authors are members of the MacArthur Foundation Network on Successful Pathways
Through Middle Childhood and met quarterly with other colleagues on the Network under the auspices of that
group. While the New Hope Project always wanted to understand the program’ s effects on children and
families, limited resources restricted the initial evaluation plan to a focus on economic outcomes for adults.
None of the eventual focus on children and families would have been possible without the intellectual
collaboration and funding of the MacArthur Network.

At MDRC, we are grateful to Gordon Berlin, Fred Doolittle, Charles Michal opoulos, Pamela Morris,
and Howard Bloomfor their advice on our analytical work and their reviews of the report. Our gratitude also
goes to the professional s outside MDRC who reviewed the report including Carolyn Eldred, Lindsay Chase-
Lansdale, JacqueEccles, Mark Greenberg, Ron Haskins, Toby Herr, Cliff Johnson, Peter Rossi, Howard Rolston,
and Martha Zaslow.

Quantitative data collection for this report was a complex process involving the cooperation and
assistance of several people and agencies. Carolyn Eldred contributed significant |eadership to thefielding of
the New Hope Neighborhood Survey and to the conception, design, and fielding of the New Hope two-year
survey. Swarnjit Arora, of the University of WisconsinBMilwaukee, and hisstaff conducted the Neighborhood
Survey in the two neighborhoods. Westat, under the direction of David Maklan and Alexa Fraser, conducted
the two-year survey. The State of Wisconsin and the County of Milwaukee provided inval uable data for our
research. We want to thank staff at the Wisconsin Department of Workforce Development, Wisconsin
Department of Health and Family Services, Wisconsin Department of Revenue, and Milwaukee County



Department of Human Services, aswell asother state, county, and city agencies, all of which provided specific
information on Wisconsin and Milwaukee public assistance programsand policies. Weare especially indebted
to individuals in these departments who provided technical information on administrative records, Earned
Income Credit data, and Medicaid data.

Qualitative datafroman ongoing ethnography is included in vignettes throughout the report. The
ethnography uses arandom sample of both New Hope and control families from the Child and Family Study
Sample. Theethnography isled by Tom Weisner. L ucindaBernheimer coordinated the ethnographic fieldwork,
and Eli Lieber consulted on the fieldwork data analysis. Victor Espinosa, Christina Gibson, Eboni Howard,
Katherine Magnuson, Jennifer Romich, and Devarati Syam conducted the fieldwork. They also worked with
Tom Weisner and Lucinda Bernheimer to write the vignettes and the appendix on the ethnography.

At MDRC, Veronica Fellerath managed the quantitative data, and she and Ana Ventura were
instrumental in doing the benefit-cost analysis and analyzing the Earned Income Credit data. Julian Brash and
Ana Venturawere responsible for combining and processing data from numerous sources into data files for
analysis and managing these files for the researchers. Lynn Miyazaki led the compilation and processing of
various administrative records. Susan Poglinco conducted fieldwork focus groups and field interviews and
wrote Appendix M, on the last year of program implementation. At Northwestern University, Katherine
Magnuson developed the Barrier Indicator Index; she, Christina Gibson, and Jennifer Romich coauthored
Chapter 6 with senior colleagues. Similarly, at the University of TexasBAustin, Rashmita Mistry and Danielle
Crosby were among the coauthors of Chapter 7. Programming and research on specific topics was also done
by Marika Ripke, David Casey, Nancy Jennings, Edna Henderson, and Deborah Linebarger at the University
of TexasBA ustin; Eboni Howard at Northwestern University; and AnaVenturaand Anne Sweeney at MDRC.
Anne Sweeney also coordinated the production and fact-checking of the report. Sylvia Newman edited the
report. Robert Weber proofread the document. Stephanie Cowell did the word processing.

The Authors



Executive Summary and Policy Implications

This is the second report from the evaluation of New Hope, an innovative project
developed and operated in Milwaukee, Wisconan, that has sought to improvethelivesand reduce
the poverty of low-income workers and their families. New Hope relied on severa components
and services to increase theincome, financia security, and accessto full-time employment of low-
income workersin two areas of Milwaukee. In these target areas, dl low-income workers (and
those not employed, but willing to work full time) were digibleto receive New Hope benefits. New
Hope began operating as a demongtration program in 1994, enrolling volunteers during an inteke
period that lasted through December 1995.

Reflecting its broad digibility rules, New Hope served a diverse group of low-income
people. For example, 37.5 percent were employed at enrollment, and 84.9 percent had been
employed full time during their adult work life (with the average longest full-time job lasting about
three years). While 59.8 percent were never married and 18.3 percent were separated, divorced,
or widowed, 21.8 percent were married. Men made up 28.4 percent of the full sample, and 37.1
percent of the sample were not receiving AFDC, Food Stamps, General Assistance, or Medicaid
at enrollment. Participants, on average, were 32 years old.

New Hope offered access to four distinct program components. an earnings supplement
to raise participants income to the poverty level for their household, affordable hedlth insurance,
child care subsdies, and afull-time job opportunity for those unable to find one. (Part-time jobs
aso were available for those who needed to supplement an exigting part-time job.) In return, the
programrequired its participantsto work full time (at least 30 hours aweek) and to document their
work hours in order to qudify for program benefits. Program representatives (“project reps”)
would meet frequently with participants to collect their wage stubs, verify ther full-time
employment, and discuss any needs or concerns related to participants employment. Thus, the
project combined a requirement to work full time with the necessary supports and guarantees to
enable its beneficiaries to meet this requirement.

New Hope operated outside the existing public ass stance system, though it was designed
to be replicable as government policy. It was funded by a consortium of locd, Sate, and nationa
organizetions interested in work-based antipoverty policy, aswell asby the State of Wisconsnand
the federal government. It was designed and operated by a community-based nonprofit
organization, the New Hope Project, and thus provides insights into the role nongovernmental
agencies can play in income support.

One god of the project was to provide credible information to policymakers on the
implementation, effectiveness, and costs of the New Hope approach. To this end, New Hope
contracted with the Manpower Demonstration Research Corporation (MDRC) to conduct an
independent eva uation, which began with the start of enrollment. In order to provide ardiabletest
of the difference the program made, 1,357 applicants were randomly assigned in a lottery-like
process to either a program group (with access to New Hope services) or a control group (with



no access to New Hope services, but able to seek other services). The difference in the two
groups outcomes over time (for example, their differences in employment rates or average
earnings) arethe observed effects or C in the language of evduations C "impacts' of the program.
The 678 participants (that is, the program group members) and their households were entitled to
New Hope' s benefits and services for a period of three years, and the last enrolled participants
ended their spell of New Hope digibility in December 1998. To determine New Hope's
effectiveness, this report compares the experiences of these participants during the first two years
of ther digibility with the experiences of the 679-member control group.

The previous report presented findings on recruitment, program operations, participation
patterns, and participant characteristics.! Shorter working papers were prepared to convey early
impressions from focus groups with participants, to describe the neighborhood context of New
Hope, and to report on the program’ s work opportunity component: community service jobs, or
CSJs.2 The present report is thefirst to show how the program changed the experiences and lives
of New Haope participants during their first two yearsin it. A subsequent report will cover thelast
year of the program and two further years of follow-up.

This report addresses important policy questions pertaining to the lives of low-income
workers and their families, the choices they make in the |abor market, and the effects of financid
and other supports on their materid and overdl well-being.

Following abrief summary of thereport’ skey findings, the Executive Summary introduces
the New Hope Project, its context, and key policy questions. It then presentsthe report’ sfindings
in detall and concludes with policy implications.

Findingsin Brief

Ovedl, New Hope increased employment and earnings, leading in turn to increased
income during thefirgt year of follow-up and enabling more low-incomeworkersto earntheir way
out of poverty. New Hope's effects on employment and income, coupled with its provison of
hedlth insurance and child care subsidies, set off a chain of beneficia effects for participants
families and their children. On average, New Hope participants were less stressed, had fewer
worries, and experienced less materid hardship (particularly that associated with lack of hedlth
insurance) than control group members. Participants children had better educationa outcomes,
higher occupational and educational expectations, and moresocial competence; boysaso showed
fewer behavior problemsin the classroom.

Thomas Brock, Fred Doolittle, Veronica Fellerath, and Michagl Wiseman, Creating New Hope:
Implementation of a Program to Reduce Poverty and Reform Welfare (New York: MDRC, 1997).

2Dudley Benoit, TheNew Hope Offer: Participantsinthe New Hope Demonstr ation DiscussWork, Family,
and Self-Qufficiency (1996); Michael Wiseman, Who Got New Hope? (1997); and Susan Poglinco, Julian Brash,
and Robert Granger, An Early Look at Community Service Jobs in the New Hope Demonstration (1998). All
were published by MDRC.



Analyses found that New Hope's effects varied with the employment status of its
participants a random assignment. On the one hand, those working part time or not at all needed
to ether find a full-time job or increase their hours of work to qudify for earnings supplements,
hedlth insurance, and child care subsidies. New Hope project Saff asssted them in this process,
sometimes by offering CSJs when they were needed. On the other hand, those working full time
(30 hours or more) could take advantage of program benefits immediately, without having to
increase their work effort. Indeed, New Hope alowed these participants to make ends meet
without excessive overtime or Smultaneoudy holding multiple jobs.

Among those not employed full time a random assgnment (about two-thirds of the
sample), New Hope increased® both work effort and earnings. Compared to the control group,
New Hope reduced by haf the number who were never employed during the two years of follow-
up (from 13 percent for the control group to less than 6 percent for New Hope participants).
Program group members who were not employed full time a random assgnment worked in 5.5
out of 8 quarters (three-month periods covered by the earnings datafor thisreport) compared with
4.8 quartersfor control group members. The program increased average two-year earnings of the
program group (including those who had no earnings) by $1,389, from $10,509 for the control
group to $11,898 for the program group. This increase in earnings, boosted by New Hope's
earnings supplement and the Earned Income Credits (EICs), resulted in a subgtantid income gain
of $2,645 over the two-year follow-up period, which made it possible for many of these
participants to work their way out of poverty.

CSJs were important in bringing about the employment effect for participants who were
not employed full time at random assignment. However, it is unlikely that the entire employment
effect was due to this program component. For that to be the case, one would have to assume that
no CSJ user would have worked if there had been no CSJs. The data suggest the opposite,
because most CSJ users trangtioned into unsubsdized employment once ther digibility for CSJ
employment ended, and many CSJ users had both CSJ earnings and earnings from unsubsidized
employment in the same quarter.

For theremaining one-third of the sample (those employed full timeat random assignment),
there were modest reductions in hours worked and earnings. These participants were less likely
to work more than 40 hours aweek and did not experience net income gains, partly because New
Hope reduced their receipt of AFDC and Food Stamps. In the second year of follow-up, New
Hope' s effect on income for this group was a reduction of $1,148, or 7.5 percent.

The evduation includes a "Child and Family Study" (CFS) of family dynamics and
outcomes for children. Focusing on sample members with children aged 3-12 at the two-year
folow-up C 89.8 percent of whom were women, and 69.4 percent of whom were receiving
AFDC a enrollment C this study found evidence that New Hope increased the use of center-
based child care and other structured out-of-school activities. Among those employed full time a

3In discussions of impacts, "increases" and "decreases" refer to differences between the program and
control groups, not to changes over time in outcomes for the program group.



random assignment, New Hope increased the qudity of parent-child interactions. Thismay reflect
participants greater ability to achieve asustainable balance between work and parenting by cutting
down on long work hours.

To capture possible effects on participants children, the CFS obtained permission to
survey teachers of these children. From the teacher reports, it appears that New Hope had
subgtantia positive effects on the classroom behavior, school performance, and sociad competence
of childreninthe sample. These effects occurred primarily for boys, who a so showed less problem
behavior and higher educational and occupational expectations than boys in the control group.

This report hasimportant implications for policymakers and program developerswho are
concerned with improving the lives of low-income working families. The analyses show that a
package of earnings supplements, hedth and child care benefits, and full-timejob opportunitiescan
substantiadly increase the work effort, earnings, and income of those who are willing to work full
time, but need assistance to do so. Such effects are not limited to nonworkers and welfare
recipients, but extend to many different groups of low-income people.

On the other hand, the analyses show that earnings supplements may lead to modest
reductions inwork effort among those dready working full timeor morethanfull time. Interestingly,
New Hope shows that such reductions can be kept to a minimum and can actudly benefit the
familiesinvolved to the extent that these reductions limit excessive overtime or multiple jobs.

Hndly, the New Hope evad uation showshow modest changesinincome, employment, and
family resources can have sgnificant effects on noneconomic outcomes, such asfamily well-being
and child outcomes. A narrow focus on economic outcomes may understate the effects of
interventions like New Hope, whose benefits extend beyond those outcomes.

The New Hope Project

New Hope offered low-income workersin two areas of Milwaukee an opportunity to use
acomprehensive set of integrated program services, designed to address longstanding problems
associated with the low-wage labor market and delivered in asmall-scde, friendly, and respectful
environment. The program had broad digibility rules, gpplying to any adult in thetarget areas (two
Zip codes) whose income was below 150 percent of the federal poverty level and who waswilling
to work full time. It was not limited to welfare recipients or familieswith children. The program hed
four components, which could be used separately or in any combinaion suiting program
participants. For persons who worked at least 30 hours a week, New Hope provided the
falowing:

Earnings supplements, which were designed to complement the sate and
federa Earned Income Credits (EICs) C refundable tax credits for low-
income working families C in order to raisetheincome of full-timeworkersto
the poverty levd. In designing the structure of these supplements, program
developers tried to make sure that additiona work effort or higher wages



would always increase participants overal income. This was done by
reducing the proportion of each additiond dollar earned that islost to taxes or
reduced benefits. In other words, program participants were able to keep
more of their earnings gains, giving them an incentive to increase their hours of
work and look for better-paying jobs. At the same time, the supplements
raised their income to the poverty level. On average, the 78.0 percent of
program group members who received any earnings supplements received
$1,165 over the two-year follow-up period. (The averagefor al participants
was $911.)

Affordable health insurance, whichwasavailableto any participant whodid
not adready have access to such coverage through an employer or
government-provided hedth plan. Lack of such insurance is a continuing
source of concern for low-wage workers, one they often cite as an
impediment to their trying to leave welfare for work. New Hope required a
copayment, increasing withincome. This service was used by 47.6 percent of
participants. (New Hope spent an average of $1,464 per program group
member over two years.)

Child care subsidies, which were available to parents of children under age
13. The cogt of child careisamaor concernto low-incomeworkersand their
families. Although there are public child care subsidies for welfare recipients
who go to work, the programs that provide these subsidies sometimes have
long waiting lists. Low-income workers who have not recently received
welfare have an even harder time accessing such subsidized child care. New
Hope dlowed participants to find their own licensed child care arrangements
and then paid most of the expenses involved (the copay increased with a
family’s income). This service was used by 27.9 percent of New Hope
participants (38.8 percent of program group members with children). (New
Hope spent an average of $2,376 per participant over two years.)

For those willing to work 30 hours aweek, but unable to find such full-time employment,
New Hope provided:

Community service jobs (CSJs), which were wage-paying positions with
local nonprofit organizations, available to those who wanted to work full time,
but could not find a full-time job on their own. CSJs were not automatic:
Participants had to apply for them and could losetheir CSJif their attendance
or performance on the job was poor. Each CSJwas limited to Sx monthsin
duration, but participants could work in CSJs for atotal of 12 months. CSJs
were used by 32.0 percent of dl participants. On average, participants who
worked in a CSJ earned $3,000 during the two-year follow-up period. (The
average for dl participants was $945.)



Program Context

The New Hope evauation unfolds in the context of rgpidly changing labor markets and
wefare environments, both in Milwaukee and across the United States. In many ways, the New
Hope Project foreshadowed some of these changes, and in some instances it directly influenced
state and locd wdfare palicy. During the years covered by thisevauation, active socid policy and
agenerdly vibrant economy combined to make work easier to find and more rewarding for many
low-income people in Wisconsin. Since New Hope was first concelved, unemployment in
Milwaukee County has fallen from 6.5 percent to aslow as 3.6 percent, the minimum wage has
increased from $4.25 to $5.15, and the state and federal EIC programs have been expanded
twice. Since the end of the two-year follow-up period covered in this report, state Medicaid
programs are being expanded to include low-income working adults even if they do not receive
public assistance.

At the same time, the stat€’ s welfare system has been dismantled, replaced with awork-
based system of public assstance caled Wisconan Works (W-2). It began during the last four
months of the period covered in this report. More relevant to the findings presented here was a
program preceding W-2, entitled Pay for Performance, which required work and work-related
activities of every wefare recipient in Wisconan. All these changes in state welfare policy took
place within the larger context of federd welfare reform. The landmark 1996 federd welfare law
ended the 60-year-old Aid to Families with Dependent Children (AFDC) program and its
entitlement to cash welfare assstance, placed afive-year limit on most families receipt of federaly
funded cash welfare, and required states to place an increasing share of their caseload inwork or
work-related activities. States now have mgor respongbility for designing programsfor the poor,
and they receive block grantsof federal Temporary Assistancefor Needy Families(TANF) funds.

The Milwaukee economy, and the policy changes that affect the supports available to
members of both the program and control groups, makes this a conservative test of New Hope.
The changes have diminished the difference between what New Hope offersand what isavailable
outside New Hope, making it more difficult for the project to create anet difference.

Policy L essons. What Can We L earn from New Hope?

The New Hope Project offers an opportunity to learn about relevant and innovative
approaches to the ongoing problems of low-income workers. Following are some of the questions
that are particularly important in the current post-AFDC policy debate about helping families,
supporting work, and increasing sdf-sufficiency:

With supportsthat make work pay, will low-income people work their
way out of poverty? How much will various incentives induce people to
work? |s the problem that people need some support, or are they just unable
or unwilling to work?



Can such supportsfoster full-timewor k? Many low-income peoplework
part time or intermittently. With better supports, will they work full time?

Isit possibleto makework pay without reducing work effort? The New
Hope program supplemented the earnings of its participants, which in theory
isagood way of providing financid support to low-income families because
it rewardswork instead of idleness. However, past research involving income
subsdies for low-income workers (implemented without providing work
incentives like those in New Hope) has left alegacy of discouraging findings,
showing that such subsidiesreduced work effort. Could New Hopedo better?

Should interventions like New Hope be targeted at those not already
wor king full time? Inclusveness was an important aspect of the New Hope
program, seeking to serve not just welfare recipients or people with poor
work histories. However, what is the price of inclusveness? Does it
dramaticaly increase program cost? Do those dready employed benefit from
the program? Does being inclusive have other benefits?

Does subsdized employment work? New Hope provided CSJs to
participants who could not find full-time work on their own. This is another
promising gpproach to hel ping low-incomeworkerswho may haveahardtime
finding their way into the labor market. But does it work? Do these jobs
increase employment or do they just offer an easy dternative for people who
otherwise would have found aregular job on their own? Did they set up and
maintain apooal of public service jobs that are more than "make work™?

How much do health insurance and child care subsidies matter ? New
Hope offered health insurance and child care subsidies. The need for these
sarvices is widdy documented and proclamed. But would low-income
workers use them? Would they appreciate these benefits as making a
difference in ther lives?

How important is the nature of staff-participant interactions? New
Hope operated on a small scae and was based in the target aress it served.
Saff developed a more postive relationship with participants and interacted
with them more frequently than is typicd in welfare offices. Does such an
approach affect the quality of program operations and the use of program
services?

If more people work and their income increases, is their family life
improved? Poverty and low-wage work can be stressful for families. Is it
possible to improve family life by supporting employment and increasing
available income? Could increased employment have negative consequences
for family wel-being?



How do make-work-pay policies affect children? The American public
wantsthose parentswho can work to do so. But the public remains concerned
about the children in poor families. How might these children be affected by
policies that support work?

Limitations of This Evaluation

Inthisdemondtration, the New Hope offer was avail ableto program participantsaongside
the existing welfare systlem. While New Hope designers thought of the program as an dternative
to this system, many participants continued to use public assstance or Medicaid, either dong with
or instead of New Hope benefits. Therefore, the demondtration does not fully answer the question:
What if we replaced the current welfare system with a work-based set of supports like those
avalablein New Hope? Rather, it addressesthe question: Wheat if we added the supportsavailable
in New Hope on top of existing policies and programs? In addition, the demongtration provides
adefinitive answer to that question only for personslike the volunteers who enrolled in New Hope
and who live in labor markets like Milwaukee.

Theory and Expectations

The design of the New Hope program was guided both by practical consideration of the
chdlengesfacing low-income workers and by theoretical expectations about how people respond
tofinancia incentives. Asmentioned above, New Hopewastargeted primarily at specific problems
inherent in the low-wage labor market, such as "poverty wages," lack of hedth care coverage,
intermittent unemployment, and lack of good, affordable child care. However, asthe program was
being developed, the expected behaviora responses of those who would benefit from program
services were very much part of the discusson. As noted above, prior evaluations of other
interventions targeted at |ow-income workers had found that income subsidies could significantly
reduce the work effort of some workers, even if the same programs enticed others to seek
employment. This phenomenon, discussed more extensvely in Chapter 4 of the report, is
potentially costly to society and to participants. In the case of New Hope, these considerationsled
program designers to limit benefits to those working at least 30 hours a week. This ensured that
any reductions in work effort would be small, and it dso provided an added incentive to those not
dready working full time to make an effort to reach a higher leve of employment.

The goasand expectations of program designerswerenot limited to participants' earnings
and income. In addition to those " economic” outcomes, they targeted other aspectsof participants
lives, including their access to health insurance and affordable child care and their overdl financid
gtuation. By guaranteaing afull-time job and by supplementing participants earnings, New Hope
was expected to reduce the stress and financia worries that are common among low-income
workers. By alowing someworkersto reduce overtime and drop second jobs, the program might
free up more of their time for persona development and family time. And by exposing sample
members childrento subsidized, good-qudity child care and after-school care, the program might



improve their well-being and school readiness, just as the expected increase in family income and
greater financid stability might benefit these children.

Data, Samples, and Research Methods

Thisreport relieson anumber of datasourcesfor its estimates of New Hope' s effects. All
in al, 1,357 gpplicants to the program were included in the study and randomly assigned to
programor control group status: 678 to the program group and 679 to the control group. For each
of these sample members, the researchers collected two years of earningsdatafrom unemployment
insurance (UI) records and AFDC, Food Stamp, and Medicaid data from other state databases.*
These adminidrative data were augmented with information collected from a two-year follow-up
aurvey. This survey covered details on employment histories, job characterigtics, and additiona
income sources. It dso measured materia hardship, access to hedlth care, and sample members
fedings about their financid Stuations, job security, and, in the case of program group members,
their experiences with the New Hope program.

Although dl program and control group memberswere approached for this survey, some
could not be found and others refused to participate, leaving a sample of 1,086 for analyses
involving survey questions.

For the 678 program group members, datafrom the New Hope management information
sysem (MIS) were added to the administrative and survey data. These MIS data cover
participationin the program, use of program benefits, and earningsfrom CSJs. Adminigirative data
from New Hope were aso used to estimate program costs.

The analyses of child and family outcomesrely mostly on an expanded verson of the two-
year survey, conducted in respondents homes. Specia age-appropriate modules were added to
the survey to be administered to respondents’ children. The Child and Family Study (CFS) survey
was targeted a 745 adult sample members and completed by 591. In many cases, more than one
child per family was included in the study, resulting in a sample of 927 children for most analyses.

Hndly, if children werein school, their teecherswere sent aquestionnaire (with permission
and assistance from the children’ s parents) which contained anumber of scalesmeasuring behavior
and performance in school. These assessments are a primary source of data on relevant child
outcomes, they are available for 420 children in the study.

Most analyses presented in this report identify program effects usng straightforward
comparisons of outcomes for program and control group members. Because sample members
were randomly assigned to either the program group (and thus eligible to participate in New

“The researchers supplemented the administrative data on earnings, welfare receipt, and program
participation with data from the State of Wisconsin on use of the state and federal EIC. Aggregate EIC data
(providedingroupsof 15toprotectindividual confidentiality) wereusedto approximateindividual EIC benefits,
which constitute an increasingly important source of work-related income for low-wage workers.



Hope) or the contral group (not digible), the only systematic difference between the two groups
is the assgnment of program group members to New Hope. This means that any differencesin
outcomes measured at follow-up are attributable to the New Hope program; as noted earlier, such
differences are cdled the program’ s "impacts.”

Program | mplementation and Context

New Hope was implemented successfully and delivered benefits and
services to those who qualified. Some participants did not access
benefits as often as they could have, either because they did not fully
understand the program procedures or chose not to report their
ear nings each month asrequired.

Implementing a program like New Hope poses important chalenges to program
developers, managers, and staff. The New Hope program was designed around a set of complex
rules centered on the requirement that participantswork 30 hoursaweek on averageto quaify for
program benefits; they were required to submit wage stubs monthly, which then wereincorporated
into a management information system for calculation and distribution of benefits. New Hope
program gtaff were successful in developing such a systlem and implementing it in a red-world
seting. Participants were paid their benefits on time. In interviews, participants expressed their
satisfactionwith New Hope, comparing the program favorably with other employment and welfare
programs they had experienced. They consstently rated the support received from project reps
as "what they liked best" about New Hope.

However, New Hope daff and management did experience some difficulty in getting
participants to understand and follow program rules. Many participants did not maximize their use
of program benefits because they faled to comply with these rules, faling short of the required
work hours or neglecting to submit required documentation. Participants aso occasionally
expressed dismay a the month-to-month variation in benefit levels, which was a function of
sometimes smdl month-to-month changesin earnings or in the number of pay periodsin amonth.
The fact that participants had to "renew" their commitment to the program monthly (because they
were required to hand in their pay stubs) may have led some to leave New Hope even when they
were dill digible for benefits. Staff aso had difficulty getting participants to make full use of the
EIC, whichisan integrd part of the New Hope benefit caculations. It is likely that some of this
confusion would not occur if New Hope was an ongoing, widely available program.

People sinitial experiencewith New Hope differed depending on their
employment statusat thetimethey enrolled. Thoseemployed full time
could receive benefits immediately, but those not employed full time
were mor e focused on finding ajob or increasing their hours.

New Hope's requirement that participants work 30 hours a week made their initia
program experience dependent on their employment status. About one-third of program
participants entered the study working full time, attracted by the financia benefits and help with



hedlthand child care. Program staff would explain the program rulesto participants and help them
access hedth insurance and child care benefits. The remaining two-thirds of participants
experienced adifferent initial contact, which wasfocused on their need to find afull-timejob. After
a job search of eight weeks, these participants would have access to the program’s CSJ
component. In the meantime, project reps would give them job leads and advice on how to get a
job. Thus, these participants would be more likdly to actualy experience a change in ther initia
employment satus, ether finding ajob if they were not working or finding a full-time job if they
were working part time.

The New Hope program operated in two inner-city target areas with
highratesof poverty and limited economic oppor tunities. However, the
regional economy was healthy and other changes in the environment
also promoted work among low-income residents of Milwaukee.

A neighborhood survey conducted in New Hope' starget areas before the program began
found high rates of poverty and alarge contingent of low-income workers who could have been
digible for New Hope if it had operated on a larger scae. Andyses of job opportunities found
most openingsto be dispersed in the suburbs surrounding Milwaukee, ether difficult or impossible
to access without a car. Many positions aso required post-secondary educationa credentials,
which few low-income residents in New Hope' starget areas had. Nevertheess, the Milwaukee
economy was generaly very good during New Hope' s implementation, making it relatively easy
for many participants to find and maintain full-time employment.

As discussed earlier, the welfare environment was changing rapidly during thetime of this
dudy. General Assstance (cash welfare for low-income adults who do not have dependent
children) was eiminated and welfare rolls were reduced through new welfare-to-work programs
like Pay for Performance. New federd legidation eiminated the AFDC program, replacing it with
TANF, whoseincarnation in Wisconsin (labeled Wisconsn Works, or W-2) took effect, however,
near the end of the two-year follow-up period covered in this report. Changing welfare rules and
attitudes together with an improving economy caused increasing numbers of welfare recipientsto
leave the rolls and enter employment, offering both New Hope participants and control group
members a substantial incentive to work.



Use of Program Services

A large majority of those assigned to New Hope (79.2 percent)
received program benefits, but few received such benefitsevery month
and for many participants program benefits were limited in scope and
duration.

The design of the New Hope offer directly influenced, and often limited, theuse of program
benefits. Fird, the offer was extended only to those willing and able to work at least 30 hours a
week. If, for any reason, a participant could or did not want to comply with this requirement, his
or her digibility for program benefits may have been interrupted (project reps did continue to
extend help and support).> Second, the vaue of benefits was linked to participants’ income and
decreased substantialy as their income approached 200 percent of the poverty leved for their
family, or $30,000 a year, whichever was higher. At that point, earnings supplements were quite
smadl, and copayments for hedlth care and child care were larger. Third, three of the four primary
benefits (hedth insurance, child care, and CSs) were useful only to a subset of participants. For
example, participantswith Medicaid or free empl oyer-provided health insurance did not need New
Hope' shedth coverageor itscontribution to empl oyee copayments; thosewith steady employment
(or good job-seeking skills) did not need CSJs; and those without children had no use for New
Hope' schild care subsidy. Consequently, the program all owed participantsto use the components
they needed when they were ready to use them.

The consequences of this gpproach for participation patterns are presented in Table 1,
whichshowsthat 79.2 percent of program group membersused any financia program benefit, with
amog dl of them (78.0 percent of program group members) receiving a least one earnings
supplement.® In contrast, only 47.6 percent used New Hope's health plan (or received help in
paying an employee copay), and only 27.9 percent used child care assistance. About athird of dl
program group members (32.0 percent) worked in a CSJ. Program rules and variation in
paticipant needs affected not only overal benefit use rates, but aso the length of time that
participants used New Hope's services. The table shows that those who received any financia
benefit did so for an average of only 10.8 of the 24 months of follow-up.

Comparing program benefits acrossthe two employment subgroups defined above shows
that those employed full time at random assignment received more benefits than those not so
employed, reflecting thefact thet the former group could begin recaiving benefitsimmediately, while
the latter group had to secure a30-hour-a-week job first. Also, more participantsamong those not

SAlso, health insurance could be extended for a month if participants lost their job and were actively
looking for anew one. Similarly, participants who lost ajob would be provided with three hours of child care
per day for up to three weeks, as long as they were actively looking for work. After three weeks, they were
eligiblefor aCSJ.

SAll the tablesin this Executive Summary summarize more detailed information given in the main body of
the report. For additional measures and analytical details, see the tablesin the full report.



employed full time a random assignment experienced sgnificant obstacles to employment,
preventing them from ever meeting the 30-hour requirement (or working in aCSJ).

Tablel
The New Hope Project
Financial Benefit Use Within 24 Months After Random Assignment

Average Number of Months

Ever Received That Users of a Benefit
New Hope Benefit New Hope Benefit (%) Received That Benefit
Earnings supplement 78.0 9.0
Health insurance 47.6 8.7
Child care 27.9 115
Any of the above 79.2 10.8
Worked in CSJs 32.0 6.1
Sample size 678

Inanayzing thesefigures, it may appear that New Hope' s effect on participants' liveswas
less profound than it could have been. However, that is not necessarily the case. Firg, it is
important to consider the program’ s effects on participants behavior even if they did not receive
an earnings supplement or child care assgtance in a particular month. If, for some reason,
participantsfailed to work 30 hoursaweek or were not "ready” for full-timework, New Hope till
offered them an incentive to continue pursuing full-time employment, an incentive that was backed
up by a CSJ when they needed it. If participants dready had hedth insurance or child care
arrangements, the avallability of areliable backup might offer some peace of mind. Second, New
Hope' s project reps met with most participants on aregular basis. These meetings, and what they
accomplished, are not reflected in thefiguresin Table 1, but the findings on socid support shown
in Table 7 suggest that the one-on-one support from project reps meant a great deal to
participants. In fact, it may have been akey program component, setting New Hope gpart from
other programs and benefits available to low-income workers.

Employment and Earnings

New Hopeincreased thework effort and ear ningsof thosenot alr eady
working full time.

For thetwo-thirds of the sample not employed full time a random assignment, New Hope
provided a clear positive incentive to work and to work longer hours. The lower pand of Table
2 shows that such an incentive can increase employment, especialy when backed up with CSls
for those who need them. In the two years of follow-up, New Hope reduced by hdf the number
of sample memberswho were never employed (from 13 percent for the control group to lessthan



6 percent for program group members), and it increased the number of quartersthat these sample
members were employed by 0.7 of a quarter and increased earnings by 13.2 percent ($1,389).
Both of these effects are subgtantia, especidly given the high levd of work effort among control
group members. (Again, these data are for all sample members, including those with no
employment or earnings.)

Not shown in the table is the extent to which CSJs contributed to these program effects.
Although it is not possible to know how program group members would have responded to New
Hope in the absence of CSJs, we do know that 32 percent worked in one and that CSJs
contributed $945 to participants average two-year earnings. This suggests that CSJs played an
important role in bringing about New Hope' s impacts on employment and earnings.

New Hope did not change the rate of employment of those employed
full time at random assignment, and while it does appear to have
reducedear ningssomewhat, thiseffect wasnot statistically significant.

Aspointed out above, New Hope offered different incentivesto thosewho wereemployed
full time at random assignment and those who were not. One might expect those employed full time
to reduce their work effort in response to the increase in disposable income experienced whilein
New Hope. Ontheother hand, imposing a30-hour-a-week minimum on hoursworked would limit
any such reductions, and other New Hope services and guarantees might help these participants
to stlay employed full time throughout the follow-up period.

The upper pand of Table 2, showing impacts onemployment and earningsfor thisgroup,
indicatesthat New Hopewas moderately successful in preventing reductionsin work effort among
those employed full time a random assignment. The very high levels of employment in the control
group make program-induced increases in employment very difficult to achieve. The estimated
impacts on two-year earnings are negative for this group, but this reduction is not satiticaly
sgnificant.” It appears that New Hope's supports may have dowed the growth in earnings of
participants who were employed full time when they entered the program.

New Hope somewhat reduced hours worked by those employed full
time at randomassignment. It did soprimarily by reducingthenumber
of weeksin which theseparticipantswor ked morethan 40 hours. There
wer e no datistically significant reductionsin full-time work.

The upper panel of Table 3 shows impacts on hours worked and on other job
characterigtics for those employed full time at random assignment. Asidefrom the program effects,
it is noteworthy how high the average levels of work effort werein thissubgroup. Membersof the
control group worked an average of amost 3,600 hours in the two years of follow-up, which
trandates into aweekly average of 34.6 and includes any periods of unemployment or part-time

A "statistically significant” result is one that has less than a 10 percent probability of having occurred
simply by chance and not as aresult of the program.



work. Thus, many control group members (and program group members) must have worked
substantially more than 35 hours a week when they worked.

New Hope reduced hours worked by those employed full time at random assignment,
maosly inthe firgt year of follow-up and mostly by limiting overtime (and second jobs). In the first
year of follow-up, program group members in this group worked 150 fewer hours than their
counterparts in the control group, areduction of 8.1 percent.



Table 2
The New Hope Project

Two-Year Impacts on Employment and Earnings

Program Control Difference
Outcome Group Group (Impact)

Employed Full Time at Random Assignment

Ever employed (%)

Year 1 97.2 94.7 25

Year 2 94.4 91.8 2.6

Both years 98.4 97.3 11
Never employed (%) 16 27 -11
Number of quarters employed

Year 1 35 34 0.1

Year 2 3.3 3.3 0.0

Both years 6.9 6.7 0.2
Earnings ($)

Year 1 10,227 10,480 -253

Year 2 10,662 11,550 -889

Both years 20,889 22,030 -1,142
Sample size 218 200

Not Employed Full Time at Random Assignment

Ever employed (%)

Year 1 87.8 77.9 9.9 ***

Year 2 83.3 76.7 6.6 ***

Both years 94.1 86.9 7.2 ***
Never employed (%) 59 13.1 -7.2 ***
Number of quarters employed

Year 1 2.8 23 0.5 ***

Year 2 2.7 25 0.2 **

Both years 55 4.8 0.7 ***
Earnings ($)

Year 1 5,295 4,380 916 ***

Year 2 6,602 6,129 473

Both years 11,898 10,509 1,389 **
Sample size 459 476

NOTE: Statistical significance levels are indicated as*** = 1 percent, ** =5 percent,
and * = 10 percent.



As expected, given New Hope' s program rules, there was no reduction in the number of
people whoworked at least 30 hoursaweek. Therewere a so no satistically sgnificant reductions
in the number of people working at least 40 hours aweek. However, program participants were
lesslikely to work more than 40 hours in an average week.

If onelooks at job characterigtics, it appears that the jobs held at follow-up by program
group members employed full time at random assgnment might not have been as good as those
held by control group members. The average hourly wage at follow-up was46¢ |ower for program
group members than for control group members, an effect that may be related to the reduction in
overtime, but may aso reflect program group membersworking in CSJs (which pay only minimum
wage). In addition, control group membershad morefringe benefitsthan program group members,
possibly a result of the fact that New Hope provided hedlth insurance, reducing participants
incentive to find ajob that provided it.2

New Hope increased hoursworked by those not employed full time at
random assignment. This effect is a combination of nonworkers
becoming employed and othersincreasing their hoursto meet the 30-
hour minimum to receive benefits.

Program effects on hours worked among those not employed full time a random
assgnment were substantia in both years of follow-up. Overdl, hours of work wereincreased by
285, or 12.1 percent (lower pand of Table 3). This was achieved by reducing the number of
months with no work from 9.2 to 7.9 and reducing the number of months with some, but fewer
than 30, weekly hoursworked from 3.4 to 2.4. These effects represent ashift in thework patterns
of these sample members, brought on to some extent by participation in CSJs.

There were no gatisticaly dgnificant program effects on characteristics of the jobs held
by those not employed full time at random assignment.

Among those not employed full time at random assgnment, the
strongest ear nings effects wer e found for participantswith only one of
anumber of potential barriersto employment.

A further breskdown of the group that was not employed full time at random assignment
reveded a pattern of program impacts that depended on the number of potentia employment
barriersthat participants had, such as having limited work experience, having very young children,
or lacking an educational credentia. New Hope program participants best able to trandate
program benefitsinto sustained earningsincreases cameinto the program with one potentia barrier
to employment. The program made less of adifferencefor those with none of the potentia barriers

8t ispossiblethat New Hope participantsdid not alwaysfully understand the survey question asking them
about the availability of employer-provided health benefits. These participants may have had access to
employer-provided benefits, but may have chosen to use New Hope-provided healthinsuranceinstead. Inthat
case, they may have incorrectly indicated in the survey that they did not have employer-provided health
benefits. This, inturn, would have caused thereductionin employer-provided health insuranceto appear larger
than it was.



or those who had two or more. This pattern of findings (not shown in tables) suggests limitsto the
New Hope modd, which may be less necessary for some participants and not strong enough for
others.



Table3

The New Hope Project

Two-Year Impactson Other Employment Outcomes

Program Control Difference
Qutcome Group Group (lmpact)
Employed Full Time at Random Assignment
Total hoursworked
Year 1 1,712 1,862 -150 **
Year 2 1,706 1,744 -38
Both years 3411 3,598 -187
Number of months with weekly
hours worked:
Below 30 5.7 5.4 0.4
Above 40 2.7 4.3 -1.6 **
Above 50 0.9 20 -1.0 **
Hourly wage of last job ($) 7.28 7.74 -0.46 **
Job benefits (%)
Paid sick days 43.9 42.8 11
Paid vacation 55.1 63.9 -88 *
Health plan/insurance 37.4 53.5 -16.1 ***
Pension 32.3 35.2 -2.9
Samplesize 186 162
Not Employed Full Time at Random Assignment
Total hours worked
Year 1 1,221 1,069 152 **
Year 2 1,414 1,288 126 **
Both years 2,640 2,355 285 ***
Number of months with weekly
hours worked:
Below 30 10.3 12.6 -2.3 ***
Above 40 26 26 0.0
Above 50 11 1.0 0.1
Hourly wage of last job ($) 6.99 7.08 -0.09
Job benefits (%)
Paid sick days 29.3 24.9 4.4
Paid vacation 39.1 33.9 5.2
Health plan/insurance 324 27.3 51
Pension 20.2 17.3 29
Samplesize 365 366

NOTE: Statistical significance levels are indicated as*** = 1 percent, ** = 5 percent, and * =

10 percent.



New Hope's effects on employment and earnings showed similar
patterns across a wide range of subgroups and did not vary between
the two target areas served by the program.

I naddition to the subgroups defined by employment status at random assgnment, program
effects were examined for people varying in family status, gender, ethnicity, welfare receipt at
randomassignment, and target area. None of these andysesshowed significant variationinimpacts.
Thisimpliesthat New Hope's effects were widespread and not limited to asingle group or target
area. (These andyses are not shown in tables))

Welfare Receipt, Income, and Material Well-Being

Overall, New Hope participantsdid not receivefewer AFDC and Food
Stamp benefitsthan their counter partsin the control group. However,
in the second year of follow-up those employed full time at random
assignment experienced larger reductions in their receipt of public
assistance than control group members.

New Hopewas not designed or operated asa"welfare-to-work™ program, athough it was
billed as an dternative to welfare for working poor families; that is, the program did not emphasize
typical welfare-to-work services, such as job club and job training. Although program designers
expected to find indirect effects on wefare receipt by increasng sample members earnings or
income, pursuit of such effects was not part of the origina program design. New Hope program
group members who were receiving welfare continued to be subject to any mandatesimposed by
the welfare department, such as those in the Pay for Performance program.

One might expect to see reductions in the receipt of AFDC and Food Stamps as a
consequence of the increases in earnings discussed above. However, this pattern of impacts was
not found. Both program and control group members received substantialy reduced public
assistance during thefollow-up period. But rather than further reducing welfarerecei pt among those
not employed full time at random assgnment (the group experiencing impacts on earnings), the
program acceerated trangtions from welfare for those who were employed full time, and only
during the second year of follow-up. Table 4 shows that in the second year those employed full
time at random assignment received $445 lessin AFDC benefits (areduction of 37.7 percent) and
$274 lessin Food Stamps (a reduction of 23.5 percent).

Thus, rather than reducing wefare receipt through increased employment, it seems that
New Hope effected such reductions by offering those who were close to leaving welfare anyway
aternative sources of support. In other words, to some extent New Hope' s supplements and in-
kind benefits replaced welfare and Food Stamps for these families.



Table4

The New Hope Project
Two-Year Impacts on Receipt of AFDC and Food Stamps

Program Control Difference
Quicome Group Group (Impact)
Employed Full Time at Random Assignment
Number of months receiving AFDC
Year 1 33 34 -0.1
Year 2 19 2.6 -0.8 **
Both years 5.2 6.0 -0.9
Amount of AFDC received ($)
Year 1 1,341 1,396 -56
Year 2 736 1,181 -445 **
Both years 2,077 2,578 -501
Number of months receiving
Food Stamps
Year 1 5.0 53 -0.3
Year 2 35 45 -1.0 **
Both years 85 9.8 -1.3*
Amount of Food Stamps received ($)
Year 1 1,238 1,305 -67
Year 2 893 1,167 -274 **
Both years 2,131 2,473 -341
Sample size 218 200
Not Employed Full Time at Random Assignment
Number of months receiving AFDC
Year 1 5.9 5.9 0.0
Year 2 39 3.6 0.3
Both years 9.8 95 0.3
Amount of AFDC received ($)
Year 1 2,951 2,962 -11
Year 2 1,716 1,690 26
Both years 4,668 4,652 15
Number of months receiving
Food Stamps
Year 1 74 75 -0.1
Year 2 5.6 52 0.4
Both years 13.0 12.7 0.3
Amount of Food Stamps received ($)
Year 1 1,827 1,837 -10
Year 2 1,418 1,242 176 **
Both years 3,245 3,079 167
Sample size 459 476

NOTE: Statistical significance levels are indicated as *** = 1 percent, ** =5 percent, and

* = 10 percent.



One might have expected to seereductionsin welfarereceipt tied to increased work effort
for those not employed full timeat random assignment, but no such reductionsmateridized. (Infact,
New Hope increased the amount of Food Stamps received by this subgroup in the second year
of follow-up, a program effect that is difficult to explain.) The lack of reduction in welfare receipt
in this group may be due to changes in welfare rules that would have delayed or prevented such
reductions C for example, increased earnings disregards, which alow peopleto earn more without
having their welfare grant reduced. On the other hand, al participants and control group members
volunteered to enroll in New Hope, expressing their ability and willingness to work full ime. This
means that many would have left wefare anyway, limiting New Hope' s effects on this outcome.

New Hope caused a modest increase in sample members income, an
effect that was concentrated among those not employed full time at
random assgnment.

One of New Hope' s primary goals was to increase the income of low-wage workers and
to reduce poverty among them. Table 5 documents the extent to which the program met thisgod,
focusing on two-year cash income and Food Stamps for the full sample and the two employment
subgroups. The table shows that by increasing and supplementing earnings, New Hope increased
both"earnings-relatedincome’ (incomedirectly tied to one’ searnings) and tota income. However,
these effects were modest for the full sample, representing increases of $1,718 and $1,611 for
earnings-related income and total income, respectively. This represents 10.8 and 7.1 percent of
the income available to these participantsin the absence of New Hope (as captured by the control

group).

The subgroup breskdown shows that dl of this effect is concentrated among those not
employed full time a random assgnment, for whom there was amore substantia increasein total
income of $2,645 (11.8 percent), mostly resulting from an increase of $2,450 in earnings-related
income (20.3 percent). No such effects were found for those working full time at random
assgnment, who actually lost some income in the second year owing to the aforementioned
reductionsin receipt of AFDC and Food Stamps.

By supplementing ear nings, New Hopeincr eased thenumber of sample
members whose employment yielded enough incometollift their family
out of poverty.

Another way to look at New Hope's effects on income s to focus on sample members
ability to rise aove the poverty line usng only their own earnings and benefitsdirectly connected
to their work (EIC and New Hope earnings supplements). Ultimately, this outcome best captures
New Hope sunderlying philosophy: making work pay so that full-timeworkerswould not be poor.
Table 6 summarizes the program’s effects on this poverty measure for the two employment
subgroups. For the program group as awhole (not shown in the table), New Hope increased the
number of participantswhose earnings-rel ated income was above the federd poverty linefor their
family by 5.6 percentage pointsin year 1 and by 7.8 percentage pointsin year 2.



Two-Year Impactson Income from Selected Sour ces

Table5

The New Hope Project

Program Control Difference
Outcome Group Group (Impact)
Full Sample
Inyear 1, income from ($)
Earnings 6,833 6,250 583 **
EIC benefits 893 881 12
Earnings supplement 483 0 484 n/a
Earnings-related income™ 8,210 7,130 1,080 ***
AFDC 2,450 2,482 -32
Food Stamps 1,643 1,674 -31
All of the above 12,303 11,287 1,016 ***
In year 2, income from ($)
Earnings 7,862 7,799 63
EIC benefits 1,170 1,022 149 **
Earnings supplement 425 0 425 n/a
Earnings-related income® 9,457 8,818 639 *
AFDC 1,427 1,519 -92
Food Stamps 1,262 1,213 49
All of the above 12,145 11,551 595
Sample size 677 676
Employed Full Time at Random Assignment
Inyear 1, income from ($)
Earnings 10,227 10,480 -253
EIC benefits 1,312 1,369 -57
Earnings supplement 630 0 630 n/a
Earnings-related income® 12,169 11,859 310
AFDC 1,341 1,396 -56
Food Stamps 1,238 1,305 -67
All of the above 14,748 14,561 187
In year 2, income from ($)
Earnings 10,662 11,550 -889
EIC benefits 1,358 1,390 -32
Earnings supplement 496 0 496 n/a
Earnings-related income® 12,516 12,946 -429
AFDC 736 1,181 -445 **
Food Stamps 893 1,167 =274 **
All of the above 14,146 15,294 -1,148 *
Sample size 218 200

(continued)



Table 5 (continued)

Program Control Difference
Qutcome. Group Group (Impact)

Not Employed Full Time at Random Assignment

Inyear 1, income from ($)

Earnings 5,295 4,380 916 ***
EIC benefits 699 671 28
Earnings supplement 418 0 418 n/a
Earnings-related income® 6,412 5,044 1,368 ***
AFDC 2,951 2,962 -11
Food Stamps 1,827 1,837 -10
All of the above 11,190 9,843 1,347 ***
In year 2, income from ($)
Earnings 6,602 6,129 473
EIC benefits 1,081 862 219 ***
Earnings supplement 396 0 39% n/a
Earnings-related income® 8,079 6,984 1,095 **
AFDC 1,716 1,690 26
Food Stamps 1,418 1,242 176 **
All of the above 11,213 9,915 1,208 ***
Sample size 459 476

NOTES: Statistical significance levels are indicated as *** = 1 percent, ** =5 percent, and *
= 10 percent.
N/a = not applicable.

#This measure combines earni ngs, EIC, and the New Hope earnings supplement.

Neverthel ess, most program participantswere unableto "work their way out of poverty” using only
the regular earnings and CSJ wages of a single worker, even after New Hope supplements and
EIC were included. The impacts on poverty status did not vary sgnificantly across the two
subgroups defined by employment status a random assignment.

New Hopereduced material har dship, partly byincreasngparticipants
incomes, but more importantly by providing participants households
with health insurance and subsidized child care.

The effects on income and poverty presented thus far fail to consder the contributions
made by the program in providing hedlth insurance, child care subsidies, and support by project
daff. As discussed in an earlier section, New Hope spent more money on hedlth insurance and
child carethan on earnings supplements and CSJwages. Having accessto these benefitsand being
able to afford them can greetly add to the materid well-being of low-income households. The New
Hope survey measured impacts on material well-being by asking respondents about a number of
different materid hardshipsthat commonly affect low-income househol ds, including unmet medical



and dentdal needs, periodswithout hedlth insurance, housing problems, and utility shutoffs. Program
effects on these outcomes are shown in Table 6.



Table 6
The New Hope Project

Two-Year Impactson the Relationship of Earnings-Related | ncome
tothe Federal Poverty Standard

Program Control Difference
Qutcome Group Group (Impact)

Employed Full Time at Random Assignment

Earnings-related income above
the poverty standard (%)

Year 1 46.7 41.5 52
Year 2 50.7 43.8 6.9
During follow-up, reported any: (%)
Unmet medical needs 15.1 14.2 0.9
Unmet dental needs 19.9 19.7 0.2
Periods without health
insurance 46.8 55.2 -8.5
Overcrowding 12.4 16.7 -4.3
Utility shutoffs 35.6 34.3 13
Other housing problems 43.5 37.1 6.4
Number of times answered
"yes' to any of the above 17 18 0.0
Sample size 187 162

Not Employed Full Time at Random Assignment

Earnings-related income above
the poverty standard (%)

Year 1 16.3 10.7 5.6 **
Year 2 26.9 18.6 8.2 ***
During follow-up, reported any: (%)
Unmet medical needs 17.0 22.6 -5.6*
Unmet dental needs 26.7 33.6 -6.8 **
Periods without health
insurance 49.3 60.5 -11.3 ***
Overcrowding 13.8 15.2 -14
Utility shutoffs 41.9 43.0 -11
Other housing problems 46.0 49.7 -3.7
Number of times answered
"yes" to any of the above 19 22 -0.3 ***
Sample size 365 369

NOTES: Statistical significance levels areindicated as*** = 1 percent, ** =5 percent, and
* =10 percent.

Earnings-related income combines earnings, EIC, and the New Hope earnings
supplement.



The table shows that New Hope did not produce improvementsin dl of these areas, but
sgnificantly reduced materia hardshipsassociated with lack of healthinsurance. Thoseeffectswere
gronger for those not employed full time at random assgnment, dthough differences across
subgroups were not gatigticaly sgnificant.

Also, andyses of survey data found that program group members spent significantly less
of their own funds onchild care than control group members, despite the fact that they were more
likely to use center-based care, which tends to be more expensive. (Impactson child careuse are
discussed in more detall in alater section of this Executive Summary.)

Stress, Worries, and Emotional Well-Being

New Hope reduced stressand worriesreported by participants, but it
increased time pressure in the lives of those who worked more in
response to the program’sincentive. The program also increased the
social support available to participants. However, New Hope did not
improve participants feelings of depression, mastery, or self-esteem.

To gaugethelesstangible benefits of New Hope, the survey asked sample membersabout
issues like dress, financid worries, satisfaction with their sandard of living, and socid support.
Sample members who were part of the Child and Family Study (CFS) were aso asked about
depression, magtery, sdf-esteem, fedings of agency, and time pressure. An andysis of the
program’ s effects on these outcomes showed an interesting pattern, summarized in Table 7.

Firg, samplemembersin the CFSreported large and significant increasesin socia support
as aresult of their participation in New Hope, probably because the program provided vauable
advice, assstance, and emotiona support. This effect was strong for both employment subgroups
and identifiesan agpect of the program that hasnot yet been discussed extensvely, namely, therole
of project reps. The frequent interaction of these program staff members with New Hope
participants can dmost be considered a fifth program component (in addition to the earnings
supplements, CSJs, hedlth insurance, and child care subsidies), which may have had its own effects
onsamplemembers wel-being. These serviceswere especidly vauableto participantswho were
employed full time at random assignment and were less likely to find case management in other
Venues).

Overdl, New Hope program group members reported being less stressed than control
group members (effects for the full sample, not shown in Table 7, were daidicaly sgnificant).
Reasons for the reduction in stress may include, for example, greater financid security, less
overtime work, and fewer child care hasdes. Among those not employed full time at random
assgnment, New Hope a so reduced anumber of specific worries. These program group members
were less worried about their medica care, about being able to afford housing, and about their
financid gtuation in generd.



Table7
The New Hope Pr oject
Two-Year Impactson Emotional Well-Being

Program Control Difference
Outcome Group Group (Impact)
Employed Full Time at Random Assignment
Stressed much or all
of the time (%) 42.5 49.2 -6.8
Worried "quite a bit" or
"agreat dea" about (%)
Bills 50.9 51.1 -0.2
Job security 30.6 33.6 -2.9
Medical care 39.2 41.0 -1.8
Paying for food 27.9 27.6 0.3
Affordable housing 30.1 34.3 -4.2
General financial heath 51.4 55.2 -3.7
Sample size 187 162
Satisfied or very satisfied
with standard of living (%) 70.6 74.4 -3.8
CES-Depression Scale 15.1 16.3 -1.2
Pearlin Mastery Scale 31 3.2 0.0
Rosenberg Self-Esteem Scale 17.7 17.5 0.2
State Hope Scale 30 29 0.2 **
Parent Time Pressure Scale 39 3.7 0.1
How happy with progress
toward goals 21 23 -0.2
Socia Support (%)
Received practical advice/assistance 31.0 11.1 19.8 ***
Received emotional support/counseling 34.1 12.4 21.7 ***
Sample size® 95 87
Not Employed Full Time at Random Assignment
Stressed much or all
of the time (%) 44.6 49.6 -5.0
Worried "quite a bit" or
"agreat dea" about (%)
Bills 53.3 54.8 -1.5
Job security 40.7 44.6 -3.9
Medical care 41.7 50.8 -0.2 **
Paying for food 29.9 32.8 -2.8
Affordable housing 34.2 40.5 -6.3*
General financial health 57.7 65.1 -7.4**
Sample size 365 369

(continued)



Table 7 (continued)

Program Control Difference

Qutcome Group Group
Satisfied or very satisfied
with standard of living (%) 64.6 66.7 -2.1
CES-Depression Scale 17.8 17.1 0.7
Pearlin Mastery Scale 31 31 0.0
Rosenberg Self-Esteem Scale 17.5 17.4 0.1
State Hope Scale 29 29 0.0
Parent Time Pressure Scale 38 3.6 0.2 **
How happy with progress

toward goals 23 23 0.0
Social Support (%)

Received practical advice/assistance 29.1 225 6.5

Received emotional support/counseling 32.1 19.6 12.5 ***
Sample size® 194 214

NOTES: Statistical significance levels are indicated as *** = 1 percent, ** = 5 percent, and
* = 10 percent.

These scales are sets of questions devel oped to assess particular personal and social
characteristics. The CES-D measure assesses parent's experience of depression; the
Pearlin Mastery Scale assesses a person’s sense of control; the Rosenberg Self-Esteem
Scale assesses a person's level of self-esteem; the State Hope Scale assesses a person's
belief in her ability to achieve goals; the Parent Time Pressure Scale consists of two
guestions regarding whether a person had too little or too much time; and social support
consists of two questions regarding whether or not a person ever received practical advice
or assistance and emotional support/counseling from staff in any program. See Appendix |
in the full report for a more detailed explanation of these scales.

dData from the measures to which this sample size applies are for the Child and
Family Study (CFS) sample only. (Most of these measures were only available for this
sample).

Among CFS parents, effects were found on their feglings of agency (measured with the
Hope Scde), capturing their sense that they could achieve their gods, but these pogtive
socioemotiona effects were accompanied by an increasein time pressure, especidly for those not
employed full time at random assgnment.®

The evduation did not find significant program effects for CFS parents on more stable,
personal dispositions such as depression, mastery, and sdlf-esteem.

The latter two effects were measured only for the CFS sample.



| mpacts on Parent-Child Relations and Child Care Use

For parents employed full time at random assignment, New Hope
moder ately increased parental warmth and monitoring of children’s
activities.

The Child and Family Study (CFS) component of the New Hope evaluation measured
family dynamics and the interaction between parents and children using the participant survey and
surveys administered to children. (See Table 8.) It was expected that changes in parental
employment, materia resources, and emotiona well-being would play themsaves out in the
rel ationships between parents and children and in the home environments in which children grow
up. Boysin New Hope families perceived rel ationships with their parents to be more positive (not
shown in atable).!® Parents in New Hope who were employed full time a random assignment
expressed more fedings of warmth to their children and monitored their activities more. These
positive effects on parents behavior suggest that New Hope modestly improved thelives of these
families, perhaps by dlowing parents to cut back their work hours without significantly reducing
their earnings-related income.

Those not employed full time a random assignment did not experience Smilar effects on
parenting, which may reflect increased demands and time pressure for these parents that could
offset pogitive effects from increased resources and employmen.

Throughitsprovision of child caresubsidiesand itseffectson parental
employment, New Hopesubstantially increased children’ sexposur eto
formal child care, after-school care, and other organized activities.

The provison of child care subsidies coupled with increasesin parents employment were
expected to increase the use of child care and to dlow parents to select the care they preferred.
As parents consolidated their employment, many used New Hopeto provideformal center-based
and school-based child care for their preschool and school-age children. Although the program
effect was ggnificant for the full sample (not shown in atable), there was a somewhat stronger
effect on use of center-based care during the preschool and early school yearsfor girlsand on use
of school-based extended day care for school-age boys (see Table 9).

The New Hope subsidy could be used for licensed home-based child care, but there was
no effect of the program on using thistype of care. There was some tendency for program group
membersto use less home-based child care (licensed or unlicensed) than control group members;

Al of these findings are based on scales used in the two-year follow-up survey. Because it is difficult
to gauge the size of effects on such scales, researchers like to express them in terms of "effect sizes," which
correspond to the effect divided by the standard deviation of the outcome. In thoseterms, New Hopeincreased
reported warmth and observed warmth by .27 and .22 standard deviations and caused an effect of .31 of a
standard deviation on parental monitoring. All of these effects are considered moderately large compared with
effectsin other intervention studies. For more details, see Chapter 6 of the full report.



program group boys were less likely to be cared for by someone outside the household, and
program group girls received less care by household members.



Table8
The New Hope Project

Two-Year Impacts on Parenting and Parent-Child Relationships
tor the Child and Family Study (CFS) Sample

Program Control Difference
Outcome Group Group (Impact)

CFS, Employed Full Time at Random Assignment

Parenting
Reported warmth 4.7 44 03*
Observed warmth 21 20 0.2
Control® 27 2.8 -0.1
Monitori ngb 37 3.6 0.1**
Cognitive stimulation 24.2 23.2 1.0
Sample size 148 122
Child's perception of parent-child relations
Perceived positive quality 4.6 44 0.1
Perceived negative quality 25 2.6 -0.1
Sample size 77 74

CFS, Not Employed Full Time at Random Assignment

Parenting
Reported warmth 45 45 0.0
Observed warmth 20 20 0.0
Control® 2.8 29 -0.1
Monitoring® 3.6 3.7 -0.1
Cognitive stimulation 24.1 24.1 0.0
Sample size 290 334
Child's per ception of parent-child relations
Perceived positive quality 45 44 0.1
Perceived negative quality 26 2.6 0.0
Sample size 168 194

NOTES: Statistical significancelevelsareindicated as*** = 1 percent, ** = 5 percent,
and * = 10 percent.

aParental control is a measure of the consistency and effectiveness of parents
disciplinary strategies.

bParental monitoring is ameasure of parents familiarity with their children's friends
and whereabouts.



Table9
The New Hope Project

Two-Year Impactson Child Care Outcomesfor Children in the
Child and Family Study (CFS) Sample, by Child's Gender

Program  Control  Difference
Outcome Group Group (Impact)

Boys

Since random assignment,
children who were ever in: (%)

Formal care 59.7 52.3 74 *
Head Start 21.0 19.7 13
Center-based care 36.8 319 4.9
School-based extended day care 155 7.2 8.3 ***
Any other program 42 85 -4.3 *

Home-based care® 62.9 66.3 -3.3
Care by non-household member 18.1 25.0 -6.9 *
Care by household member, not primary caregiver 50.4 55.5 -5.1

Samplesize 241 232
Girls

Since random assignment,
children who were ever in: (%)

Formal care 57.2 447 12.5 ***
Head Start 13.3 17.2 -3.9
Center-based care 39.4 25.8 13.6 ***
School-based extended day care 10.0 6.8 32
Any other program 4.3 7.3 -3.0

Home-based care’ 63.7 70.3 -6.7
Care by non-household member 21.3 21.4 0.0
Care by household member, not primary caregiver 52.7 60.4 -17.7

Samplesize 197 235

NOTES: Statistical significance levels are indicated as *** = 1 percent, ** =5 percent, and * = 10
percent.

®Home-based care includes both regulated and unregulated care in residential settings.

In addition, 9-to-12-year-old children whose parents were New Hope participants were
more likely to engage in structured out-of-school activities (such as lessons, organized sports,
religious classes, clubs and youth groups, and recrestion centers). They adso watched more TV on
weekends (not shown in atable).



| mpacts on Child Outcomes

Teachers reported that boys whose parents were in New Hope had
better academic performance, stronger study sKkills, higher levels of
social competence, and fewer behavior problems than control group
boys.

The Child and Family Study (CFS) component of the New Hope evauation included a
survey of teachers of children who were in school. New Hope had large effects on the behavior
and school performance of boys. Using standardized scaes, teachers rated their students
academic performance, classroom skills (for example, ability to work independently and to make
trangtions), positive behavior (for example, socid competence), and behavior problems (for
example, agression). The teachers, who were unaware of the program or control group status of
ther sudents' families, rated boys whose parents were in New Hope significantly higher than
control group boyson school performance, classroom skills, and positive behavior and sgnificantly
lower on behavior problems (see Table 10).1* No effects occurred for girls, but girls in both
research groups scored better than boys on the above measures, possibly indicating less need for
improvemen.

For families in which parents were not employed full time a random assgnment, these
effects on school outcomes were reflected in two measures of school progress: Children in New
Hope families were less likely to be receiving educationd services or to have been retained in a
grade than control group children.

Boys whose parents were in New Hope reported higher educational
expectations and higher occupational aspirations and expectations,
implying that the program affected their ambitionsfor futurestudy and
careers.

The New Hopesurvey asked children about their educational and occupational aspirations.
It was hypothesized that New Hope might change children’s fedings in this regard, following its
effects on ther parents employment and the children’s own increased participation in child care
and after-school programs. Again, substantia impacts were found, but they were limited to boys.
Boys whose parents were in New Hope expected to attend and finish collegein greater numbers
and weremorelikely to aspireto professona and manageria occupationswith high socid prestige
than boys in the control group.

“Expressed in effect sizes, the effects on academic performance, classroom skills, positive behavior, and
behavior problems were .33, .38, .50, and -.48 of a standard deviation, respectively. All of these effects are
considered large compared with effectsin other intervention studies.



Table 10
The New Hope Project
Two-Year Impacts on Education, by Child's Gender

Program Control Difference
Qutcome Group Group (Impact)
Boys
School achievement? (%)
Teacher report
Socia Skills Rating System
Academic Subscale 33 29 0.3 **
Classroom skills
Total skills 3.7 3.3 0.4 **
Social behavior ° (%)
Teacher report
Total positive behavior 3.6 33 0.3 ***
Total behavior problems 23 2.6 -0.3 ***
Samplesize 113 96
Educational expectations (ages 9-12) (%)
Child report
Expects to finish high school 4.6 4.3 0.2
Expects to attend college 4.3 3.7 0.6 **
Expects to finish college 41 35 0.6 **
Samplesize 76 61
Occupational expectations® (ages 6-12) (%)
Child report
Expectations 58.3 54.1 42 *
Sample size 108 113
Girls
School achievement?® (%)
Teacher report
Socia Skills Rating System
Academic Subscale 34 33 0.1
Classroom skills
Total skills 4.1 4.1 0.0
Social behavior ® (%)
Teacher report
Total positive behavior 38 3.7 0.0
Total behavior problems 22 21 0.1
Sample size 89 121

(continued)



Table 10 (continued)

Program Control Difference
Outcome Group Group (Impact)
Educational expectations (ages 9-12) (%)
Child report
Expects to finish high school 4.1 4.3 -0.2
Expects to attend college 4.0 4.2 -0.1
Expects to finish college 39 39 0.0
Samplesize 75 75
Occupational expectations® (ages 6-12) (%)
Child report
Expectations 57.2 56.4 0.8
Samplesize 100 127

NOTES: Statistical significance levels are indicated as *** = 1 percent, ** = 5 percent, and *
= 10 percent.

#The Academic Subscale asked teachers to rate a child's performance in comparison to
others on academic skills such as math, reading, and oral communication. In addition,
teachers rated classroom skills based on a child's ability to work independently and conform to
rules and routines.

Bpositive behavior was measured by questions assessing a child's self-control, social
competency, and autonomy. Behavior problems were measured by questions assessing a
child's aggression, lack of control, social withdrawal, and how often a child needed to be
disciplined for misbehavior.

“Children were asked what job they thought they would have and responses were coded
for occupational prestige.

Two-Year Costs of New Hope

Over two years, New Hope cost about $7,200 per participant.

It istoo soon to write any finad assessment of New Hope' s costs and benefits. Two years
of cogts had been incurred, but the ultimate benefits for families (interms of employment, income,
and poverty) and children (in terms of genera well-being and school performance) are not known.
Beyond this, the New Hope vison is not easly summarized in any traditional benefit-cost
framework, sncemany of itskey goadsand achievements cannot be captured in dollar terms. New
Hope sought to reduce poverty, improvefamily functioning, and improvethewel-being of children.

With this cavest, the results to date do provide some information on cost effectiveness.
Through two years, it cost, on average, approximately $9,000 per participant to providethe New
Hope package of services and benefits. Offsetting reductionsin public assistance and the vaue of
thework produced in CSJsreducethe coststo about $7,200 per participant. In return, New Hope
produced clear impactson children, moved familiesout of poverty, and provided participantswith



about $4,600 in cash or in-kind benefits. Future reports will show the extent to which these totdl
benefits cumulate over time.

Policy Implications

The New Hope program represents a useful tool for improving the
ability of people to earn their way out of poverty. Aswith any single
approach based on employment, however, it isnot a panacea.

Itis unlikely that any effort to reduce poverty through employment could succeed for dl
participants, even with bolder incentives. To the degree that policymakers hold antipoverty goals,
they will need to consider both employment-based solutions and other meansto transfer income.

It is insufficient to focus solely on work effort and earnings when
evaluating employment-related approachesto reducing poverty. The
kinds of positive, nonmonetary effects for families and children New
Hope achieved are important to many policymakers and the public at
large.

While the public wants al low-income adults who are able to work to do so, it aso hopes
that policies and programswill help (or at least not harm) the well-being of families and children.
New Hope demonstrates that packages like the one it offered can affect families and children in
positive ways. Thisis encouraging and underscores the need to assess such outcomes as part of
the evauation of such efforts.

Subsidized community service employment appearsto play a central
rolein a package of incentives and supportslike New Hope's.

New Hope had strong employment effects for those not employed full time a random
assignment, effects at least partly accounted for by the CSJs provided by New Hope. However,
it is unlikely that providing full-time employment without making sure that it benefits participants
finanddly will produce sustained employment effects. More important, these findings suggest that
it is possible to operate a system of subsidized employment, providing red wage-paying jobs, and
have people progressinto regular employment as these jobs end. There is little evidence that the
avalability of CSJs enticed workersto leave regular jobs to take subsidized employment instead.
However, this may happen and policymakers who are consdering a CSJHlike program should
devel op safeguards and disincentives to reduce its occurrence.

Policymakers who want to increase the material and emotional well-
being of low-income familiesshould focusat least someof their efforts
on providing health insurance, improving child care resources, and
offering a user-friendly support system.

Some of New Hope's strongest impacts were only tangentialy related to participants
employment or cash income, centering on the other services provided through the program. New



Hope' sprovisonof hedthinsuranceand child caresubsidiessignificantly reduced materid hardship
and worries, may have reduced dress, and may have improved both family relations and child
outcomes. Inthe provison of child care assstance, it gppearsimportant to provideimmediate and
seamless access to these benefits. This means anticipating and addressing the communication
difficulties that can occur between parents, child care providers, and the program. New Hope
developed afunctiond system to manage this process.

One possible drawback of providing health insurance to low-income workers is that it
dissuades them from looking for a job that provides these benefits. The evauaion found some
evidence adong these lines, and such an effect could have adverse long-term consequences.

Findly, akey contribution of New Hope to the lives of its participants was the provision
of "socid support.” Project reps were not only digibility workers, but aso provided advice and
emotiona support that was highly vaued by participants. Although it isdifficult to prove, the vaue
of New Hope's subsidies and services was likely enhanced by the way in which they were
delivered.

Policiesthat encourage parentswith low incomes to be employed full
time, while allowing somereduction in second jobs and overtime, may
represent an optimal strategy.

By increasing the hours worked by some parents and reducing overtime for others, New
Hope enabled its participantsto find amore sustainabl e ba ance between work and family life. This
effect trand ated into important noneconomic benefitsfor thesefamilies, suggesting that work-based
programs should not focus on increasing employment and earnings a dl cost.

Policymakers interested in impr oving thewell-being of children in low-
income families should ensurethat child careisactually provided and
that out-of-school activitiesfor preschool and school-age children are
readily available.

New Hope produced substantia positive impacts on the behavior and classroom skills of
boys, which held up across different age groups and were consstent across different measures.
Thisisencouraging, because academic failure and problem behavior are predictors of later school
falure, dropping out, and ddinquency. These risks are high for boys in low-income families and
promising policy dternatives to improve child outcomes are scarce. Although at this point it is not
clear which features of New Hope affected the outcomes of these children, forma child care and
structured out-of-school activities are strong candidates. Family dynamics and changesin income
may aso have contributed.

Policymaker s inter ested in employment-based approachestoreducing
poverty should consider the strengths and limits of having broad
eligibility rules, rather than limiting inter ventionsto particular groups
of low-incomeadults. In New Hope, such rulesled to positive economic
and nonmonetary effectsfor many groups. However, such a policy of
inclusion appearsto increase the cost of the program.



One of New Hope' s accomplishments was its ability to reach out to a wide variety of
people with low incomesin the target areas it served, including underserved groups such asmen,
families without children, and working poor families without awdfare history. All of these groups
used some parts of the New Hope offer, even though some groups experienced more profound
effects on thelr circumstances and well-being than others.

A mgor benefit of targeting aprogram like New Hopeto welfarerecipients or peoplewith
limited work experience is that those groups are more likely to respond to the program by
increasing their employment and earnings. Such an employment effect benefits society, offsetting
some of the cost of providing program services. The lack of positive employment effects among
those dready working full time makesit more likely that the program will operate a anet financid
lossfor theseindividuds, especidly if they reduce their hours of work as happened in New Hope.
Thus, policymakers face a trade-off. They can operate a program of work supports that is
narrowly targeted at those least likely to seek employment on their own or they can choose to
extend those sarvicesto thelarger population of low-incomeworking families. Theformer is likely
to be less codly, but the latter may generate additiona nonmonetary benefits that are valued by

SoCiety.

Other statesand localities should consider testing policies like those
New Hope implemented. Such a program might have bigger effectsin
a different context: a weaker labor market, alessemployment-driven
public assistance system, or a low-income population with less work
experience.

In some ways, this evaluation is a conservative test of New Hope. The job market was
hedlthy, the welfare system was being restructured, and the state and federal EIC programswere
expanding, making work an increesngly atractive dternative for low-income resdents of
Milwaukee. Adding New Hope to this picture further enhanced this climate of promoting and
supporting work, producing the program effects detailed in this report. However, had New Hope
beenimplemented in alessfavorableenvironment, itseffects might have been moresubgtantid. This
report chronicles the potentia of a new gpproach to helping low-income families succeed in the
world of work. This gpproach deservesto be put to thetest in awider range of loca environments
and economic settings.



