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WASHINGTON, D.C. -- On the second anniversary of welfare
reform, recipients are leaving the welfare rolls in droves and
many are entering the work force. What accounts for this
initial success? Can it be sustained?

The availability of jobs in a strong economy has been a considerable incentive. But also critically important,
and largely unrecognized, is the role played by state and federal policies that have made work pay -- that is,
made entry-level jobs worth taking for welfare recipients.

By rewarding work, these policies are helping significant numbers of welfare recipients take the first steps
toward self-sufficiency. These measures show that many states have embraced the welfare-to-work
philosophy of the 1996 welfare law and have put it to work in real, practical incentives for recipients of public
assistance.

Instead of ending assistance when a welfare recipient takes a job, as the old welfare system often did, state
and federal subsidies have been adjusted to taper off gradually. The result is that a typical American family of
three on welfare sees its income jump by 50 percent when a single parent takes a minimum-wage job for 20
hours a week. Its take-home income continues to rise when the parent works additional hours or receives a
raise.

Minnesota is among those states that have attempted to make even minimum-wage employment pay off. For
example, the state provides subsidized child care and health insurance for parents who work at low wages
even after they leave cash assistance. Minnesota also disregards a percentage of a recipient's earned income,
so that families with earnings can still qualify for cash assistance under the federal Temporary Assistance to
Needy Families (TANF) program. This combination of earned income and a TANF wage supplement can enable
many families to work their way out of poverty, even if their wages remain low.

The numbers in Minnesota look like this: Monthly TANF benefits and food stamps for a family of three with no
earned income equal $763, substantially less than the poverty level of $1,311. When an adult in the family
goes to work part time at minimum wage, the family's income rises to $1,168 a month. Full-time
minimum-wage work brings the family $1,409 monthly, or slightly above the poverty level. As wages rise,
subsidies are cut, so that full-time work at $9 an hour brings in $1,475 a month.

Work also pays for Minnesota families because of the federal and state Earned Income Credit programs.
Minnesota is one of only seven states that reward work through refundable tax credits that piggyback on the
federal Earned Income Tax Credit. For a family of three with a parent working part-time at minimum wage,
these combined state and federal tax credits furnish 17 percent of net income. If the parent moves to
full-time work (35 hours a week) at minimum wage, state and federal earned income credits comprise
one-fourth of the family's net income.

Getting low-income parents to start working means rewarding their initial efforts by supplementing their
earnings with subsidies financed by state and federal taxpayers. Is it worth it? As a matter of public policy, it
makes sense to make work pay, even at low-wage, part-time jobs. Once low-income parents start to work,
they have a real chance to gradually move up to full-time jobs paying good wages.

As we all know too well, just going to work costs money. There are child-care fees, bus fares or car payments
and other work-related costs such as uniforms or appropriate clothing. Helping low-income families overcome
these obstacles will require continuing support and innovation at the state and federal level.

We also have to ensure that policies complement rather than contradict each other. Many states have adopted
"income disregards." Instead of cutting a family's welfare check dollar for dollar when the parent starts
earning a paycheck, states disregard part of the paycheck and let the family keep part of the benefit check.
This allows recipients to bring home more and more money as they work more. But because the families still
are receiving some benefits, they are subject to a congressionally imposed five-year lifetime limit on federal
benefits. As a result, these working families may exhaust their lifetime TANF benefits and may be ineligible to
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receive benefits if they are unable to work in the future. Illinois has chosen to "stop the clock" for families
who comply with state rules and go to work -- it simply does not count months working and receiving TANF
against a family's lifetime limit. The federal government and other states should do so as well.

Gregory Acs is a senior research associate at the Urban Institute in Washington D.C.
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