Jocus: retbinking welfare

Workfare:

what does it mean?

he dominant view in American and

British thinking is that welfare

should be replaced by ‘workfare.!
The idea is that the welfare state, which
provides unconditional grants and benefits
to the unemployed, creates ‘dependency’
on the state and decreases the desire and
the capacity 1o work,

Welfare systems and labour market
support programmes should instead, be
designed to encourage, reward and -
where necessary - enforce work.
Countries like the US, the UK, Canada,
Australia and New Zealand have all
initlated welfare reform cfforts to assist
transitions into paid ecmployment. British
Prime Minister, Tony Blair, has insisted that
in the UK at least ‘it really is the end of the
something for nothing days'. ?

Here, the underlying goals of social
welfare policies are shifting, Now, the
preferred approach is confronting the
uncemployed with a combination of 'help
and hassle' In order to actively assist
transitions into paid cmployment.

Under the Dlair government's
wide-mnping welfare-to-work stea tegy,
‘help’ includes tax credits for poor
working familles, basle edueation and
tralaing, and the proviston of Job searcl
"Hassle' includes compulsory participatton
{n progmmmes for clipible groups, backed
up by financlal penalties for non-
compliance and downward decreased
beaeflts

Jamie Peck argues that while
‘bard workfare’in the US
creales jobs it bas negative
social and labour market
consequences.

The UK is following the American
model of workfare-style policy-making,
although British ministers do not use the
term *workfare’ because of its negative
connotations.

Blair and Clinton both believe that
poverty and under/unemployment are
caused by ‘welfure dependency’, low
motivation and Inadequate ‘cmployability”,
They have rejected the old approaches
involving Jab ercation and better benefits
because these were seen as costly and
counter-productive,

The old Keynesian orthodoxy of full
employment, secured through
demand-side macro-cconomic
management, has been replaced by a néw,
‘worhfLirist’ emphuasis on full cmployability,
secured through supply-side,
micro-cconomic interventions. In a world
of flexible labour markety, they arpuce, all
those who can wark must wark. The right
1o government asslstiinee In re-entering
the Libour market comes with
responstbilities In the form of computlsory,
active participation
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'Soft’ workfare or ‘human
capital development’

Objective: r
Raising long-term employability thraugh
investments in education & training

Advantages:

0O emphasises sustainable transitions into
WwOork

higher wage employment

potential for career mobility

scope to tackle multiple job barriers
overcomes educational deficiencies
expands the range of potential job
openings

Dopooo

Disadvantages:

relatively high unit costs

requires institutional infrastructure
risk of training without jobs
unresponsive to short-term needs
nsk of ‘over-servicing’

many goals

danger of excessive attntion
uncertamn outcome measures
internalises’ wider social costs

ooooCcpROO0QO

Experimenting with workfare
Two main strategies have emerged from
the hundreds of locallevel workfare
expenments in the US. The first strategy is
the ‘human capital development’ appro.ach
or*soft workfare'. It tries to assist the
transition into employment by providing
supportive services, specifically education
and training (see box above) Such
developmental programmes may run for a
long time and aim 1o place participants in
‘good jobs',

The alternative approach, which has
‘become more popular in the 1990s, is the
‘labour force attachment® or ‘work first’
method (see box alongside) Here,
short-term interventions aim to secure
rapid transitions into available jobs.
Participants are assisted with job-search

skills and are encouraged to accept that
any job is a good job Work-first
approaches can be seen as ‘hard workfare’
they force people into work, usually low
paywng work. The best-known example of
such a progrmamme was initially developed
in Ruverside, California  As tlus is currently
the most common form of workfare, it 1s
the focus of this article.

California’s counties have been
developing a mnge of approaches within
the state’s Greater Avenuces to
Independence (GAIN) programme since
the mid-1980s. The Manpower
Demonstration Research Corporation
(MDRCO) dud a detailed evaluation of GAIN
1 six counties It tracked the experiences
of an'experimental’ (on-programme)
group and ‘control’ (off-programme) group
over a period of three years

'‘Hard’ workdfare or ‘labour
force attachment’

Objective:

Bringing about rapid transitions into
employment based on short-term
work-orientated interventions

Advantages:

outcomes-onentated policy
simple administration

low unit costs

clear programmes

rapid results

uses avallable job opportunities
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Disadvantages:

requires strong/dynamic job market
increased risk of ‘churning’

fails to tackle multiple job barriers
does not address skill shortages
perpetuates working poverty
insensitive to individual skills needs
ignores problem of unstable jobs
fails to build sccial capital
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Across the six research sites, the
outcomes were modest, with Riverside
showing the best results. The Riverside
programme gencerated average earnings
gains of $3 113 (49%) for experimentals
relative to the control group Welfare
payments were reduced by an average of
$1 983 - or 15% - for experimentals
compared to the control group, For every
public dollar invested in the Riverside
programme, $2,84 was returned in the
form of reduced welfare costs and
increased tax income,

The MDRC concluded that the work-first
approach wis the most cost-cffective way of
moving welfure recipients (most of whom
are single mothers) back into work. It found
that the results for the human capital
approaches were much more mixed. 2 This
eviluation has contributed to an explosion
in Riversidestyle programming, across the
US and clsewhere.

The Riverside model

The Riverside GAIN progeamme has the
usual mage of services including asslsted
jobr scarch and basic education. What
mahes Riverside different is the aggressive
way it sends its 'employment message’ to
clicnts and its emphasis on moving
pacticipants into work as quickly as
possible. The philosophy of the
progrimme is to do the minimum it takes
to place an individual in employment (sce
box below) According to MDRC
President Judith Gueron:‘More than any
other place I know of, this programme
communicates & message of high
expectations When you walk into a GAIN
office in Riveeside, you are there for one
purposcito get a fjob. At orientation, job
developers announce joh opcniags;
throughout, progrmamme staff convey an
upbcat message about the value of work
and people’s potential to succeed. ., If you
arc offered a job, you have to take it or

have your [welfare] grant reduced...Under
this regime, welfare feels temporary.?

The centrepiece of the Riverside
programme is the job club/job search
function. Atl GAIN participants who do
not need further education are
immediately put into the job club., Job club
includes search techniques and guidance
on the filling in of job applications. It also
draws attention to the 'differences
between a working lifestyle and a welfare
lifestyle which is scen to cause
uncmployment. It encourages the
participant to lock at what he/she can do
now as a start toward a working lifestyle’.

While the tone of the progrmmme is
positive, the majority of participants are
forced to attend the programme. Riverside
punishes participants for noncompliance
more than the other seven largest countics
in California. The department’s director
explains:‘It is not optional.You don't have
the luxury, if you're a welfare recipient, to
stay home. In fact, we insist that you come
here. We use motivational techniques in
sales, in marketing, about the wonderful
things that employment can do you for
you. But if they don't cven come and show
up, we will cheerfully reduce their welfare
grant',’

The Riverside philosophy

‘It you have an automoblle that does not
start, do you pull the angine out and put a
now engine in, pound the dents out, paint
it and put new tires on it? Or do you Just
lock at the spark plugs and the polnts and
do the most minimum thing to make tho
car run? So using a practical approach
here, if a person can't got a Job, Is It
because they can't sit up In a chair right,
that they don't know how 1o markot
themsolves? if so, that's all we'ro going to
do. Why should wo do moro If that's all It
lakos to got somobody a Job?* (Riverside
managor)
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Participants who are
encouraged to regard ‘any job as
a good joby',usually find
themsclves quickly getting
low-wage entry-level jobs
Riverside's philosophy is that
participants are more likely to be
able to move into a better-paying
job 1f they are already in work
GAIN staff have to place at least
14 clients in work per month

Another distinctive
characteristic of Riverside is the
active job dexyelopment
programme. GAIN staff are hired
to develep jobs for clients This
includes scanning newspapers
and looking for ‘help wanted’
sipns They apgressively promote
the general concept of GAIN and
market thewr ‘job-ready ’
applicants who can, if necessary,
be with an employer that very
aftcrnoon For programme staff,
employers' needs and preferences are
most important They screen participants
thoroughly before referring them fora
hiring interview and are ‘sensitive (o the
needs of the employer’.

MDRC’s Judith Gueron describes the
positive features of the Riverside
approach:

O seruor officials in the agency prionitise
the programme;

QO a strong commitment and adequate
reSOUrces;

O a strong emphasis on getting a job
quckly;

. 0 a mixed strategy, emphasising

i
|

structured job search and using basic
education;

U job developers esublish close links to
private sector employers and help
recipients find work;

O the use of sanctions (e, grant cuts) to
enforce participation,

Jamie Peck.

r
i

)
The star

e

Q a cost-conscious management style,
O an outcome-focused management

style. ©
The programme’s essence is dnving down
costs while maximusing the flow-through
into employment, and maintaming strict
discipline while promoting the virtues of
work. Riverside's unit costs are Iow in
companson with other more ‘service-rich’
programmes.

Riverside’s other side

Measured in narrow terms, the Riverside
GAIN programme is effective in moving
people from welfare to work However, it
is important not to exaggerte what has
been achieved

The Riverside results look so striking
because of the pattern of failure in
welfare-to-work efforts in the US. The
Riverside results may be the ‘most
impressive yet achieved’, but they are far
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from conclusive. The MDRC data cevealed

that:

Q the Riverside experimentals were only
$52 per month better off than their
counterparts in the control group who
had had no contact with the
progromme;

QO about rwo-thirds were not working at
the time of the year-three interview:

Q almost half never worked during the
entire three-year period

While Riverside's GAIN progrmmme was

pushing pcople into work it was not lifting

them out of poverty. As Judith Gueron
admits, If ending poverty rather than
tackling ‘welfare dependency” s the goai,
then Riverside does not provide the
answer ‘the downside to Riverside is that
famllies weren't moved out of poverty

People didn’t get better jobs If that's your

goeal, you have to make a larger investient

to get there'?
A study examined worh-first and human

| » s |l B> »
Malamulela, the movement for the unemployed, was also at the workshop.

capital development approaches in
Michigan. It revealed that while the two
groups achicved the same employment rate,
the work-first group achicved consistently
lower earnings and were more likely to be
placed in part-time work. * Average wages of
the work-finst group were 30% lower than
for the human-capital group, both at Inltal
placement into Jobs and 90 days after
placement. The earnings of the work-first
group were 85% of the poverty mte fora
family of two and 56% of the poverty rate for
a family of four,

So while work-first may look ke pood”
wellire policy, It is not good sacial or
fabour market policy, The workfare
strategy Is based on the assumptions that
the local labour market has the capaclty to
absorb a continuous flow of welfare
reciplents and that such trnsitions can be
achieved with fairly minimal support, Tt
depends on the existence of u very
turbudent, high turnover Libour marker,
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which produces many (mostly low-wage)
vacancics The Riverside programme
indirectly subsidises low wage employers
by providing a forced labour supply and
covering much of the costs of recruitment
and induction :

This kind of welfare reform displaces
rather than solves the problem. the welfare
problem of today becomes the
iabour market problem of tomorrow The
Rnerside method of rapid labour marhet
entry has become the norm in the US
since the passing of the Personal
Responsibility and Work Opportunities
Reconciliation Act of 1996

Nobel Prize-winning economist, Robert
Solow (1998) conservatively estimates that
wages at the bottom of the American job
marhet will have to fall by 5% to absorb
cven two-thirds of the welfare caseload
inte work: ‘Either way, the working poor
will pay... The burden will take the form
of lower earnings and higher
unemployment, in proportions that are
impossible to guess in advance' ®

The low-wage {abour market does not
‘pull’ people into it The Riverside stmtegy
1s designed 1o ‘push’ people from welfare
into it In the words of a GAIN regional
manager,‘'It's something any 10-year-old
kid could tell you, but a doctorate in
sociology can't’ If you sant people to get
off welfare, you stay on their backs until
they get a job’.'"°

Riverside is a crude method for dnving
people off welfare and is acuvely
indhfferent to the wider effects on poverty
and labour market conditions

‘Any job is a good job'?

The significance of the Riverside model
lics with the set of fundamenral
ideological currents into which its ‘jobs,
jobs, jobs' philosophy taps It has
legitimised the ‘old style” model of
workfare favoured by conservatives. It has

laid to rest the more service-ntensn e
version of ‘soft’ workfare promoted by
liberals

In the debate around the Family
Support Act of 1988 an uncasy consensus
was constructed between liberal
supporters of workfare-as-social service
and conservative supparters of
workfare-as-punishment. This was
reflected in the design of the federal Job
Opportunities and Basic Skills programme.
It combined compulsory participation (to
satisfy conservatves) with provision of
supportive services - educauon, trxining
and childcare (to placate liberals)
Researchers at the right-wing Hertage
Foundation characterise the debate saying
that workfare supporters see attempts to
train welfare recipients for shalled jobs as
impractical and a misuse of the term
workfare, It conflicts with the goals of cost
reduction and may limit the number of
recipients who can participate because of
the expense. Liberal supporters of
increased welfare spending are seen to
have hyacked the teem “workfare’ to jusufy
traditional and ineffective social service
policies "

Work-first approaches have been
implemented across a large number of US
states. Wellare reformers in other countrices
are also choosing work-first approaches
Such strategies will continue to be
attractive where budgets are strauned,
anti-welfare sentiments are high and
where there is frustration with traditional
programmcs and services

But while work-first may give the
impression of a quick fix, it is anything but
It forcibly rotates unemployed people
through low-paying and unstable jobs
Most programmes offer lhittle or no chance
of escaping poverty As a result, conditions
at the lower end of the labour market
deteriorate because of this‘crowding'.

There must be a ready supply of jobs in
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the local labour market for hard workfare
strategies to be effective.Workfare does
not create jobs. It is therefore not suited to
countries swwhere there is high
unemployment Here there is risk of
raising ‘employability without jobs’.
Reflecting this economic situation, the
policy debate around welfaretoawork and
active labour-market strategies in Curope
has been broader and deeper than the US.
in European debates, there is a widespread
acceptance of the need to create jobs,
rather than simply enforcing work. The
Europeans make a strong case for
maintaining a secure ‘floor’ under the
labour market. This cin be met by
mcasurcs such as minimum or‘living’
wape policies and the payment of ‘fair

benefits’ or ‘basic income’ strategies.

This more progressive strand of
thinking stretches the definition of
‘employment’ to embrace new fields of
work in the ‘social economy'. Glasgow's
Wise Group is one of the better known of
such programmes (see box below). In
many commuanities, there is still
considerable scope to genemte socially
useful (and ‘real’) jobs in areas like
canng work or environmental
improvement.'?

Such socially-progressive strategics
represent 4 more promising alternative to
the sterile debate between *hard’ and 'soft
workfare. This is because they address
both the demand-side question of the
availability of jobs and supply-side

Glasgow's Wise Group model

The Wise Group in Glasgow comblneas
training and employment services wilh
community regeneration activities in the
local social economy.

The Wise Group philosophy is to
generate jobs In the community sector
which pay real wages and meel real socal
needs Ths 1s both a Job creation and a
fraining programme, Most jobs represant
new omployment opportunitios because
thay were craated in the social sector by the
programmo

The Wiso Group seeks to create jobs
outsido tho usual arcas af the private and
the public sactors to satisty unmet
community nocds In the procass. Those
naw jobs include housing rehabilitation,
security, office administrallon, onvironmental
improvoment and forostry

Tho coro of tho programmoe s tho notlon
of the 'intermadiata labour market’, which
has three dobning charnctorlstics:

O First, [tisintermediate’ In that it is
posltionod betweon unemploymant and
privita-soctor wadjad wark, Accoss to
tralning and employmont opportunitios
are restrictod 1o the long-term

unemployed on a voluntary basls.

QO Second, they oparate according 1o tha
same ‘rules’ that govern the formal labour
market The programme uses
raecruitmant and selaction procedures,
wages and work contracts. In return
participants receive a full wage.

O Third, for each partlcipant, involvement In
the Intarmediata labour market fs for a
detined perlod of tima to provide training,
work axperionce and job-search
assistance, Job placements are by design
temporary

The Wise Group model seeks 1o ‘re-shuffle’

tho job quoue through tralning and work

exponence in the social cconomy A recent
evaluation showad that maro than two-thirds
of participants found omployment or
soll-omployment after leaving the

schema,

Although the unit costs of the schomo aro
gonorally higher than those associated wilh
short-lorm programmes, this must be .
batanced agalnst the fact that participants |
rocolvo lull wages whilo soclally-useful
sarvicos and resourcos aro bolng provided
for low-Incomo communltlos.
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concerns such as job training

Neo-liberal workfare
strategies propose that
solutions to the jobs crisis can
be found only on the supply-
side of the labour market, in the
forced *activation’ of the
uncmployed

This confuses neo-hiberal
fantasies about the “work-shy’
poor with the reality of job
shortage in structurally-weak
labour markets. Sustainable
selutions will not be found unul
we acknowledge and address
job shortages in structurally
weak labour markets %
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