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RESEARCH EVIDENCE SUGGESTS THAT HOUSING SUBSIDIES CAN HELP
LONG-TERM WELFARE RECIPIENTS FIND AND RETAIN JOBS

Over the past six years, there has been a large
decline in wefare casdoads due to the strong
economy and a range of palicies, including changes
in welfare law and an increase in the earned income
tax credit. It is unlikely, however, that welfare
casdoads will continue declining at the same pacein
thefuture. With the departurefrom thewefarerolls
of many of the more employable households, welfare
administrators are faced with a higher proportion of
families that have serious barriers to employment

A finding that has received less attention is that
under this highly successful welfare reform
initiative, employment and earnings increased far
more among residents @ublic and subsidized
housing than among poor familie®t receiving
housing assistance. (Note: Most of the MFIP
families that lived inpublic or subsidized housing
resided in housing where their rent was subsidized
with Section 8 vouchers, rather than in public
housing.)

than was the case in the earlier stages of welfare
reform.

Discussions of how to help additional families
move to work — and how to assist those who have
left welfare for employment to retain their jobs —
often focus on enabling families to overcome certain
barriers to work, such as an inability to afford child
care services and inadequate public transportation.
There now are increasing indications that what
appears to be another significant barrier to work
merits more attention — the lack of sufficient
affordable housing.

Research increasingly suggests that government
housing subsidies can help to promote work among
long-term welfare recipients when they are combined
with a well-designed welfare reform program. Of
particular note is the just-released evaluation of the

» MDRC found that eligibility for full MFIP
services boosted the employment rates of
long-term welfare recipients living public
or subsidized housing by 18 percentage
points, a large increase. This wasre
than double the gain in employment rates
that MDRC found under MFIP for long-
term welfare recipientsot living in public
or subsidized housing.

« MDRC also found that a very large share
of the gain in earnings that MFIP produced
occurred among families living public or
subsidized housing. Quarterly earnings
increased an average of 25 percent among
the families eligible for full MFIP services
that lived in public or subsidized housing.
Earnings increased two percent, an amount

Minnesota Family Investment Program (MFIP) by
the Manpower Demonstration Research Corporation
(MDRC). This evaluation has attracted extensive
media attention. Taken as a whole, the gains it found
— including reductions in poverty, as well as
increases in employment and earnings and even
increases in marriage — are the strongest ever
documented for a welfare reform undertaking in the
United States.

Researchincreasingly suggeststhat
gover nment housing subsidiescan help
to promote work among long-term
welfarerecipientswhen these subsidies
are combined with a well-designed
welfare reform program.
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that was not statistically significant, among
families digible for full MFIP services that
did not live in public or subsidized housing.

¢ Inother words, most of the success of MFIP
was due to the substantial increases in
employment and earningsit generated among
familiesreceiving housing assistance. (Note:
Slightly over half of MFIP families received
housing assistance.)

Other recent studies have reported comparable
results. Among households digible to receive Job
Opportunities and Basic Skills (JOBS) services in
Atlantaand Columbus, for example, employment and
earnings gains were substantially larger among the
familiesin public or subsidized housing than among
thefamiliesnot receiving such assistance.* Similarly,
a study of welfare recipients in four counties in
Cadlifornia, conducted while the California JOBS
program (known as GAIN) was
underway, found that participation in the Section 8
tenant-based rental subsidy program had a
substantial positive effect on the number of hours
that welfare recipients worked.?

Theavailableresearch doesnot providedefinitive
explanations for why studies are finding larger
wefare-reform-related gains in employment among
families that receive housing assistance than among
those that do not. There are a number of possible
explanations for why housing subsidies may help
families to secure and retain employment.

« By making housingmoreaffordable, housing
subsidies may help to stabilize the lives of
low-income families and thereby improve
their ability to secure and retain jobs. Some
familieswith housing affordability problems
may be forced to move frequently from the
home of one friend or reative to that of
another (or, if no other optionsare available,
to a shdter for homeess people). Such
moves can interrupt work schedules and
jeopardize employment.

The recent evaluation of the
Minnesota Family Investment Program,
which shows that program to be the
most successful welfare reform
experiment yet examined, finds that
employment and earnings increased far
more under this program among
families that received housing

assistance than among those that did
not.

« By reducing housing costs, housing
subsidies can free up funds within the
budgets of low-income families for work-
related expenses, such as child care, work
clothes, and transportation.

¢ Tenant-based housing vouchers can hep
families move to areas with greater job
opportunities. A study of the first three
years of the Moving to Opportunity
demonstration program in Baltimore found
that families using housing vouchers to
move from public housing in very poor
neighborhoods to neighborhoods with a
poverty rate of less than 10 percent
experienced a 15 percent decline in ther
rate of welfare receipt, as compared to
similar families that remained in public
housing. The reduction in the rate of
welfare receipt appeared to be due largely
to increases in employment and earnings.®

In addition to helping to promote employment
among participantsof well-designed welfare-reform
initiatives, housing subsidies may yield other
important social benefits:

¢ Education. Housing subsidies may help to
improve children’s educational prospects.
Some studies have shown that the children
of families that move frequently tend to do
less well in school. By enabling poor
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familiesto find and keep affordable housing,
housing subsidies may help childrenin these
families to maintain attendance rates and
remain in a stable school setting and thereby
improve their educational prospects.” In
addition, there is some evidence to suggest
that school performance is correlated with
certain neighborhood characteristics, suchas
poverty concentration. By enabling families
to move to neighborhoods with better
educational  opportunities, tenant-based
housing vouchers, as well as some wdl-
located project-based developments, may
help families secure better educations for
their children.

« Child health. Studies by doctorsin Boston
suggest that receipt of housing subsidies may
lead to improvements in child health. One
study found that children of families on a
waiting list for housing assistance were
much more likdly to suffer from stunted
growth than children of familiesthat receive
housing subsidies® The most likely
explanation for theseresultsistheincreased
ability of families with housing subsidies to
afford nutritious food.

There also is some evidence to suggest that
the use of tenant-based subsidies to moveto
low-poverty neighborhoods may hep to
reduce child health concerns and improve
child safety. A study of participants in the

With budget surpluses burgeoning
and tax cuts that exceed half a trillion
dollars over 10 years having already
passed the House or Senate this year
and with a growing body of eviden
indicating that housing assistance cgn
boost the success of welfare refo
efforts — reducing the number of n
housing vouchers seems unwise

Immediate Policy Implications

In its fiscal year 2001 budget request, the
Administration requested 120,000 new housing
vouchers. Some 32,000 of thesevoucherswould be
targeted specifically on households attempting to
navigate the transition from welfare to work, while
60,000 would be distributed to meet housing needs
identified by stateand local housing agencies, which
could includethe needs of welfare-to-work families.
An additional 18,000 voucherswould betargeted on
homeless families. Some 10,000 would be used to
ensure that poor households have access to well-
located developments funded through the low-
income housing tax credit.

Thefiscal year 2001 VA-HUD appropriations
bill that the House Appropriations Committee
recently approved follows adifferent path. It would
permit HUD to issue 20,000 new housing vouchers

Moving to Opportunity demonstration
programin Boston found that the children of
families who received assistance in moving
to low-poverty neighborhoods were less
likely to experience serious asthma attacks
or be the victim of violent crime than the
children of families that remained in higher
poverty neighborhoods.®

if “recaptured funds” in the coming year exceed the
expected amount of recaptured funds. If the
recaptured funds do not exceed this amount, the
number of additional vouchers would be zero.

This lack of significant funding for new
vouchers marks a departure from the appropriations
acts of the past two years. The appropriations acts
for fiscal years 1999 and 2000 provided funds for

o _ 50,000 and 60,000 new vouchers, respectively.
« Domestic violence. Housing vouchers can

help victims of domestic violence escape

vkt U Providing funding for 120,000 new housing
abusive living situations.

vouchers, as the Administration has requested,
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would beamodest but useful step. Recently released
Census data show that the number of low-income
renter households with “worst-case housing needs”
has reached 5.4 million households, the highest level
on record. Households with worst case needs are
those that pay at least half of their income for rent
and utilities or live in substandard housing. (These
data are for 1997 and are the latest available.)

With budget surpluses burgeoning, tax cuts that
exceed half a trillion dollars over 10 years having
already passed the House or Senate this year, and a
growing body of evidence indicating that housing 4.
assistance boosts the success of welfare reform
efforts, reducing the number of new vouchers by 67
percent to 100 percent — from 60,000 to zero-to-
20,000 — as the appropriation#t twvould do seems
an unwise course to pursue.
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