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INTRODUCTION This paper adds to the literature on work and welfare by examining

the pivotal role of car ownership in facilitating employment among recipients of public assistance
in California. In our automobile-oriented society, being dependent on public transportation
significantly disadvantages many of this segment of the poor. As this nation moves forward to
restructure the welfare system to promote employment for recipients, it is essential that policies
and programs are developed from a sound understanding of the factors that are necessary to
finding and helding a job, including the need for car-based transportation.

Welfare reform 1s enmeshed in what David Ellwood calls a policy conundrum (1988).
While the public generally belicves that government should provide a helping hand to those who
reguire temporary assistance, they are frustrated by a welfare system that has perpetuated long-
ierm dependency and grown larger over the years. The policy debate has centered around one
program, Aid to Families with Dependent Children (AFDC), which was established in 1935 to
provide income support to children of widows. AFDC has expanded dramatically since the 1960s,
and by the early 1990s, this program covered tive million adults and nine mitlion children at a
cost of approximately $23 billion a year (Committee on Ways and Means, 1993). AFDC-FG
(Family Group) 1s the major compoenent. In California, which 18 the focus of this article, this
program contains 87 percent of state’s welfare caseload. Nearly all AFDC-FG recipients reside
in female-headed houscholds.”

Despite a consensus cutting across political lines that the welfare systemn should be

* The other component is AFDC-UP (Aid to Families with Dependent Children, Unemployed
Parent), which assists children in families with an unemployed parent. Households on this

program are largely two-parent families.



restructured to increase employment among AFDC-FG recipients, there remains a heated partisan
debate over how to promote greater economic self-sufficiency. Advocates on opposing sides
differ sharply on time limitations on benefits, the type and amount of support and training
scrvices, and the extent and nature of jobs available to those on welfare. Policies and programs,
however, should not be based on unrealistic assumptions rooted 1n ideclogical polemics but
mnstead be anchored in the employment realities facing welfare recipients. This 1s not to say that
the existing patterns should be perpetuated, but instead our knowledge should be used to identify
interventions that effectively encourage and support employment in this population.

One major barrier to employment facing many welfare recipients is their residential
location. A disproportionate number are trapped in the inner-city. 1solated from the expanding
employment opportunities in outlying areas. {Kasarda, 1980) These residents are "spanally
mismatched” with the suburbanized jobs and "skills mismatched"” with the jobs remaining in the
central business districts. Inner-city welfare reciplents must compete for relatively jobs, most of
which pay low wages. The South Central community of Los Angeles provides one example of
the scarcity of jobs in the inner city. This area ts home to two-thirds of a million people, most
of whom are poor and minority. and is the site of civil unrest 1n 1992. While 7 percent of the
region’s population reside in South Central, only 3 percent of the jobs are located there, with a
disproportionate number of these jobs paying low wages. (Ong, 1993) The difficulty 1n finding
employment within the inner city is further aggravated by a tendency by outside firms to avoid
low-income, minonty neighborhoods in their recruitment and hiring of workers. (Kirschenman
and Neckerman, 1991)

Of course, not all welfare recipients reside in job-scarce, mnner-city neighborhoods. Two
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studies find that where one resides has a significant impact on c¢mployment. Osterman (1991)
finds that in low-income neighborhoods with a high employment rate, which he interprets as a
proxy for the availability of jobs, relatively fewer female-headed households are on welfare.’ The
relationship between the local employment opportunities and welfare usage 15 a complicated one.
Welfare reciplents may be more likely to find jobs in arcas rich in employment opportunities;
however, high employment rates may also be associated with a community norm that stigmatizes
welfare usage, thus reducing participation in AFDC. Rosenbaum and Popkin (1991} also find that
residential location matters in their analysis of Chicago's Gautreaux program, which helps low-
mncome black families move from public housing into private market housing largely in the
suburhs. Among the female heads of household involved in the program, those who had moved
to the suburbs were more likely have a job than those who remained in the city. Those who left
the inner city stated that the greater number of jobs in the suburbs made it easier for them to find
employment.

Residential mobility as a policy option, however, has limitations.* Many in the Gautreaux

program experienced difficulties adjusting to their new predominantly white environment and felt

*The percentage of households with working heads is not the best proxy for determining job
rich areas. This measure reflects the employment behavior of individuals and, not necessarily,
the actual location of jobs. Morcover, the employment rate is an endogenous variable since a

higher employment rate would translate into fewer people eligible {or welfare.

* The information in this paragraph comes from remarks made at the workshop on "Urban
Poverty and Civil Rights" sponsored by the Leadership Conference Education Fund and held

April 8 and 9, 1995 at Greenbrier, West Virgina.
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1solated from their old social and familial networks. The Department of Housing and Urban
Development has made a commitment to supporting residential mobility. but Congress has been
less supportive. Moreover, joblessness among welfare recipients 1s not simply the product of
uneven spatial distribution of jobs between suburbs and the inner-city. Manyv suburban areas are
primarily residential communities that arc relatively job scarce. yet these neighborhoods do not
suffer high joblessness because their residents have the means to commute to distant jobs.

One of the most important realities to understand is that urbanization in the United States
has produced a metropolitan structure where long commutes (o work are the norm. Nationally,
the average one-way commute in 1990 was 17 miles and 20 munutes. (Pisarski. 1992)
Interestingly, the average commute time 1n the major metropolitan areas was slightly lower than
the national average. (Rossettt and Eversole, 1993) Sclo travel by car 15 the most widely used
means to get to work, accounting for 73 percent of all work trips in 1990. Even among the
working poor, three-fifths majority drove to work alone in 1990. While reliance on driving to
work generates huge social costs from congestion delays and pollution, the reality is that our
economy has been structured so that those with access to cars enjoy an advantage. Public
transportation can be an effective alternative, but too often 1t 1s not for inner-city residents.
Minorities in these neighborhoods are more likely to rely on poor public transportation. which
seriously restricts employment opportunities. (Taylor and Ong, forthcomung).

Given the sprawling. automobile-oriented urban structure of most U.S. cittes, residential
mobility. then, 15 not the only way for welfare recipients to overcome the spatial mismatch.
Access to good transportation enables residents to conduct geographically broader job-search, to

accept offers tarther away from home, to improve work attendance, and to keep the commute
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burden to a rcasonable level. Thus, it is reasonable to hypothesize that car ownership is an
important factor in improving the employment status of welfare recipients. The lack of this
resource may 1n fact help explain the observed lack of empioyment stability among recipients.
While there have been a few studies (hat identify the transportation problems encountered by
welfare recipients, there 1s no known empiricai study focusing on the impact of car ownership
on welfare and work. This paper begins to fill that gap by analyzing a recent survey of AFDC-
FG recipients in California.

The remainder of this paper is organized into four parts. Part two describes the data and
analytical methods. Part three presents the major findings for several employment outcomes.
Those whe owned an automobile enjoved a sizeable advantage in terms of having a job, hours
worked and earnings, even after contrelling for other factors, Part four discusses the endogenity
of car ownership and employment, and the related dynamic interaction between the two factors.
The data are not rich enough to determine the direction of causality, and 1t is likely that the
relationship between cause and effect vanes across individuals and circumstances. The last part
discusses the policy and programmatic implications. Given the evidence showing that automobiles
arc instrumental to better employment, welfare reform should facilitate the ownership of a
rehiable car through modifications of eligibility requircments and the creation of support services.

RATA AND METHODOIL.OGY The data for this study come from a survey sponsored

by California’s Department of Social Services and conducted by the Survey Research Center at

the University of California. Berkeley.” The survey, which was conducted between October 20,

* The survey was a part of an evaluation of the state’s Assistance Payments Demonstration

Project (APDP), which altered the AFDC (Aid to Families with Dependent Children) program
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1993 and September 30, 1994, contained over five hundred items. tncluding questions on
employment, assets (including car ownership), and travel to work. The sample was drawn from
those on welfare on December, 1992, The survey s based on stratified sampling of recipients
{rom four counties, with an over sampling of AFDC-UP cases. Alameda, which contains the city
of Oakland, and Los Angeles are highly urbanized counties, San Bernardino County is an
urbanizing area east of Los Angeles, and San Joaguin County is a agriculturally based
metropolitan area with Stockton as its largest city. The questionnaire was administered over the
telephone in English and Spanish. and a total of 2214 interviews were completed. The
interviewee was usually the adult female of the household, and for an AFDC-FG case, the
respondent was the head of the household and the adult care-provider for the welfare case.
This paper uses a subsample of the interviews based on the following criteria: (1) the
family was on AFDC-FG at the time of the survey, (2) the family was headed by a female. (3}
the head of the household was 18 vears or older at the time of the survey, (4) the head of the
houschold was either white, Latino or Afncan American, and (5) the head did not have a health
problem that prevented her from working. This sample represents the single largest segment of
the AFDC caseload and the segment that is at the heart of the policy debate. A total of 1112
observauons meet these criteria. Some of the following analyses use only a subsample of these
observations either by design or because of missing data. The key variables of interest for this

study pertain to car ownership and employment outcomes. Information on car ownership is based

and was implemented in 1992, (Schink and Snow. 1994; Survey Rescarch Center, 1994) While
the survey focuses on the impacts of welfare reform, the survey aiso contains data that enable

researchers to examine other issues related to welfare.
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on the following question: "Do you own a reliable car?” Over a quarter (27%) of the sample
responded posiiively to this question.

Four employment outcomes are examined. The first 1s a dichotomous variable indicating
whether the respondent had worked anytime during the month prior to the interview or the week
of the interview.” Additional information is provided by data on the number of hours worked
during the fast month. Earnings data pertain to total pre-tax income for that month, and only
observations with reported earnings of less than 51,600 are used because higher reported earnings
may be due to recording errors.” Hourly wage is estimated from reported monthly hours and
monthly carnings, and outliers (less than $1.50 per hour, or greater than $20 per hour) are
deleted. For those with no estimated wage level, hourly wage information for the week of the
interview 15 used when available.

Initial anatyses are based on statistical tests of means for those with and without a car,
and statistical tests of bivariate distributions. Multivariate analyses are then used because the

employment outcomes are influenced by factors other than car ownership. Based on the economic

" An alternative measure of labor market status is whether the respondent was working at the
time of the interview, but this is a less desirable variable for studying this population. Many
recipients move frequently between work and welfare. (Bane and Ellwood, 1994; Harris, 1993)
Given the sporadic nature of employment, the five-week period 1s better able to capture those
with at least some attachment to work.

" The maximum allowable earnings for recipients vary by the size of the case household, and
1s equal to 185% of the minimum budget established by the state. The 51,600 cutoff used by this

paper is roughly the level for a houschold of five.
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literature on labor and the effects of public assistance®, this study uses the following set-of
independent variables: years of schooling. age, the presence of an infant (ages 1 to 2), years on
welfare, race. the presence of a health problem that "limits the kind or amount of work,” county
of residence, and programmatic status. Time on welfare is calculated for the most recent spell
on welfare. It 15 expected that the presence of an infant or a health problem would hinder job-
search and the ability to accept some job offers. On the other hand, greater amount of human
capital would lead 1o more job offers at higher wages, thus increasing the likelihood of being
employed. Human capital is captured by years of schooling and age. Given the lack of continuous
employment for welfare recipients, this study does not use the calculated potential years of labor
market experience, which is commonly used in most empirical studies of iabor-market outcomes.
County dummies are included to capture variations in the local economic base and level of
unemployment. Programmatic status indicates whether a respondent was covered by provisions
in California’s 1992 welfare-reform legislation or by older provisions. While most AFDC
recipients have been covered by the new regulations since 1993, several thousand have remained
under the old regulations as a control group to evaluate the impacts gencrated by the changes.
The respondents covered by the new regulations are classified as belonging to the experimental
group. It is expecled that individuals in this category would be more likely to work because they

had more economic incentives to do so.”

* For a review of the major studies, see Moffitt, 1992,

* The major components of California’s welfare reform are a 5.8 percent reduction in
benefits. a lower effective tax on earned income, and an inc¢rease in the maximum allowable

earnings before a person becomes ineligible for AFDC benefits.
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For all analyses, the weighted results are reported, although the unweighted results are

consistent. Logit regressions are used to model the dichotomous employment variable:
Pr, (WORKED} = ¥/ [ +&™)
for WORKED < (1,0}

X 1s the vector of independent variables described earlier, and beta is the vector of ¢stimated
coefficients. Linear regressions are used to model hours worked, monthly earnings, and hourly
wages, and the analysis is limited to the observations with non-zero values for the dependent
variables.” The same set of independent variables is used for both the logit and linear
regression models. For earnings and wages, the models were estimated using both the linear and
log form of the dependent variable. Although the latter 1s the standard approach in labor

cconomics, the former is caster for most to interpret. The estimated coefficicnts reported below

" Although it is desirable to use the two-stage Heckman approach, where the first stage
estimates the probability of being in the truncated sample, not enough information is available
to specify the first stage fully given the highly complex processes generating non-zero
observations. Simpler conditional linear regressions are cmployed. which use only the
observations with non-zero values. Using truncated data can generate biased estimates of the
coefficients. The magunitude of the bias is unknown, but the direction can be predicted given
certain assumptions. If the "true” parameter (coefficient) for variable X is positive, and the
expected value of the stochastic term of the included observations decreases with X, then the
estimated coefficient is downward biased. See Maddala (1983) for discussion. It 1s likely that
variable denoting car ownership has these properties, thus the estimated effects reported in this

article may be understated.
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are based on the dependent variables reported in dollars, and the findings are consistent with

those from the model using the log of the dependent variables.

CAR OWNERSHIP AND EMPLOYMENT OUTCOMES Table | presents the average

values for the four employment outcomes along with the p-value associated with the relevant test

Table 1: Employment Characteristics

Without Car  With Car p-value

Worked within last 5 weeks 23% 37% <.001
Mean hours warked last month 64 .4 914 <. 001
Mean monthly earnings §237 £370 <.001
Mean hourly wage $5.74 $6.41 =.106

Figures are based on those on AFDC-FG at time of Interview.

Hours, earnings and wage are based on obscrvations with non-zero values.

of differences. The figures clearly reveal that those owning a car enjoved a statistically significant
and sizeable advantage for three of the outcome measures. Compared to those without a car, the
employment probability was two-thirds higher for those with a car, average hours worked was
a quarter more, and average monthly earnings were higher by a half. Average hourly wage was
only one-ninth higher, and the difference between two means 1s not statistical significant. One
interpretation for these results is that a car can provide access or mobility but cannot impart skills
needed for higher wages.

With the exception of hourly wage, the measured advantage held by those with a car

remains ecven after coatrolling for the set of independent variables discussed earlier. The



estimated models are listed in Table 2. The coefficients are largely consistent with the predicted
impacts discussed earlier. The presence of an infant was a barrier to holding a job but did not
affect the other outcomes. Not surprisingly, health problems depressed both employment
probability and hours. The human-capital variables -- vears of schooling and age -- had the
expected effects of increasing employment and wages. The unreported regression using the log
of wages as the dependent variable indicates that each additional year of schooling increased
wages by about 3 percent, which 1s approximately what most labor market studies find for non-
welfare populations. Each additional year of age increase wages by a little more than 1 percent,
which is on the low side but understandable given the lack of continuous employment and access
to on-the-job training for most welfare recipients. While the coefficicnts for the counties indicate
that local economic conditions influence outcomes, the estimates are statistically insignificant.
These variables may be too crude to capture the specific labor market conditions most relevant
for welfare recipients. Finally, the coefficients for program status denoted by membership in the
experimental group are all statistically insignificant. This lack of impact may be due in part to
the relatvely brief time that the provisions of welfare reform had been in place at the time of the
survey."

Car ownership is highly significant in three of the four reported models -- employvment,

hours. and earnings. The estimated coefficients for the logit model can be converted into marginal

' To determine if car ownership had a differential impact on those in experimental status,
another logit regression was estimated. which includes an interaction term that is the product of
car ownership and programmatic status. The estimated coefficient for this variable was positive

but statistically insignificant (p=.21).



changes in probability by using the following equation:
APr/dx=Cip(1-p))

where C is the estimated coetficient for variable x, and p is the observed employment probability
for the total sample. Using this equation, the estimated impact of car ownership, after controlling
for the other independent factors, 1s 12 percentage points, which is close to the observed
unadjusted difference of 14 percentage points. The coefficients from the linear regressions can
be interpreted directly, and they indicate that car ownership increased hours worked by 23 hours
per month and earnings by $152 dollars, which are sizeable and statistically significant
differences.’”

The small number of respondents who worked, and therefore had reported carnings and
calculated hourly wages, precludes testing the robustness of the positive impact of car-ownership
on three of the four cutcome measures; however, the total sample is sufficiently large to examine
the effect on employment probability for several subgroups. A more restricted logit model was

used, which includes only the more statistically significant independent variables (car ownership,

'* The same four models were also estimated using both those on and off AFDC-FG at the
time of the interview. The latter group (those off welfare) does not include those who were
married at the time of the interview because their labor market status would have been influenced
by their spouses’ economic states. The econometric models in this article are appropriate only
for single females. The estimates using the expanded sample indicate that car ownership increased
employment probability by 13 percentage points, hours worked last month by 18 hours. and
carnings by 5241, and had no effect on hourly wages. These results are comparable to and not

statistically different than those reported in the text of the article.

1

[



schooling, years on welfare, and presence of infant and counties of residence when appropriate).
This model was estimated separately for each racial group, each county sample, each group by
educational attainment (0-8 years, 9 to 11 years, high school graduates, and those with at least
some college education), each group by presence of infant, and each group by time on welfare
(0-2 yeurs, 3-5 years, and 6 or more years). Of the 16 logit regressions, every coefficient for car
ownership has a positive sign, 11 of the coefficients are statistically significant at the .10 level,
and 8 are statistically significant at the .05 level. This indicates a remarkable consistency, and
the lack of statistical significance for some models can be attributed to small numbers of
observations for particular subsamples.

One of the more 1nteresting findings is that car ownership had no effect on hourly wage.
In fact, the sign is negative, and the associated probability is .965. Morcover, the estimated
coefficient for this variable remained insignificant for both a more parsimonious model (using
only car ownership, schooling, yvears on welfare, age and residence in the two more urbanized
counties) and a model vsing the log form of hourly wages. These findings imply that car
ownership is not correlated with some unmeasured individual quality that would effect

productivity, and therefore hourly wages.” Consequentlv, car ownership is not likely to

'* Under competitive market conditions, hourly wages are determined the marginal

productivity of labor. Productivity here can include both those associated with skills and work
effort. Welfare recipients are not likely to work for firms where wages are govemed by

institutional practices or union rules.



increase the hourly incentives for recipients o work.”” On the other hand, the findings are
consistent with the assertion that car ownership broadens job search geographically and improves
job attendance, which would increase the employment probability and hours worked.

Owning a car not only increases monthly earnings, but it also reduces workers’ costs 1n
the form of shorter travel time to work. The statistics in Table 3 show that those who did not
own a (reliable) car were more likely to take longer commute time.” While over a third of this

group took 45 minutes or more, only a sixth of the car owners did. A total daily commute of

" In more technical terms. car ownership does not shift the distribution of wage offers
relative to a given reservation wage.

** The modal types reported in the table are created by using the responses to the question
on owning a reliable car and to the question "How do you usually get to work?” The coded
responses for the latter survey item do not distinguish betwceen drivers and passengers. The first
category in the table is comprised of respondents who owned a reliable car, and either drove or
rode in a car. The distribution of the respondents based on this ciassification is 53 percent for
car owners, 23 percent for car riders, and 33 percent for the residual category. Information on
travel-to-work cannot be used in the regressions reported in the article because only those who
were working at the time of the interview were asked this guestion. Any varlable construcied

from a positive answer would be by definition endogenous 1o the left-hand dependent variable.
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Table 2: Results of Multivariate Models

[ndependent varables
Constant
Experimental group
Black
Latino
Owned car
Years of schooling (x10)
Non-English speaker
Years on AFDC {x10)
Age (x10)
Health problem
Infant present
Alameda county
San Bernardino
San Joaquin

N size

adj r-sq

* p<.10

*# p<05

Worked

22.754% %

0.607*++
0.096%*
0.170
-0.300
0.246% %
-0.439%
_0.482%*+
0112
-0.342
0.332
1,110

n.a.

*¥*¥ pc0l

Hours Earnings
Last month
15.3 119
38 -18
12.2 115%
74 98
23 4%%% [ 52%%*
14.4 8
23.7%* -4
-9.6 -26
B.6%* 16
=44 4xH* -176%*H
9.8 29
-24.3% -62
0.9 109*
3.9 36
234 254
147 073

2.18%x

-.50

81

Lh



at least an hour and a half is substantial given that many recipients only work part time.'® The
problem of onerous trips 1s not limited to the commute to work; those without access to cars also

faced considerably higher transportation barriers while searching for employment.

Table 3: Travel Time to Work (one-way)

CAR OWNER CAR RIDER OTHER MFANS
Less than 15 muin 38% 32% 149
[5-25 min 33% 41% 27%
30-44 min 14% 7% 21%
45 min + 15% 1% 375

CHI-SQUARE=24.92, DF=6, P<.00]

THE DYNAMICS OF CAR OWNERSHIP As siated earlier, car ownership is not

causally independent of a recipient’s employment status. Unfortunately, it is not possible to
estirnate a structural model because the data set does not contain information on the required
excluded variables and because of methodelogical problems in estimating simultaneous equations
with only dichotomous dependent variables. Ideally, we would have data on geographic and racial
vanations in the cost of insurance, and inheritance of assets from others or from a divorce.
Nonetheless, the data do indicate that those with the greatest employment and eaming potential

are best situated to hecoming a car owner.

'* For at least some of these workers "part-time” may consist of working only 2 or 3 or 4
days per week and that choice may itsclf be a reflection of the difficult commute for the non-car

OWNCr.



Table 4: Outcomes by Years of Schooling

%% With Car % Worked % Worked
Years of Among those Among those
Schooling W/O Car W/ Car
0-8 14% 20% 18% 3%
9-11 22% 22% 19% 32%
High School 27% 28% 25% 36%
Some College 51% 34% 26% 42%

As Table 4 shows, a high earnings potential associated with a high level of educational
attainment docs not to guarantee that a person will be either employed or own a car; nevertheless,
both the employment probability and the odds of being an owner increase with years of
schooling.'” Despite this apparent correlation, a further breakdown of the sample by car
ownership reveals important differences. The last two columns of Table 4 show that the
employment rates for those without a car were consistently lower than that for those with a car
across educational levels. This difference indicates that car ownership 1s not entirely endogenous
nor merely an epiphenomenon of more fundamental factors that increase the employment rate.
This argument is consistent with the earlier discussion on the robustness of the independent effect

of car ownership on employment probabilitv across other subgroups, and with the lack of a

" The difference in car ownership between the least educated group and the most educated
group is 37 percentage points, while the difference in the employment probability is only 14

percentage poinls.



correlation between car ownership and hourly wage. -

While ownership and employment are causally linked, it is not hkely that they occur
simultaneously. It 1s more likely that one precedes the other., setting up a dynamic and cumulative
causal interaction. One possible path is from exogenously produced employment to car
ownership. The survey data used by this study are pot rich enoungh to test this assertion, even
indirectly; however, there 1s supporing evidence from reverse-commute programs, which are
designed to help inner-city residents overcome spatial barriers through subsidized, group-based
transportation. (Rosenbloom, 1992} Reports from two programs indicate that after securning
cmployment, some participants were able to purchase a car when It became financially feasible.
This action can be interpreted as a sound decision based a rational calculation where the denved
benefits outweigh the additional costs. This choice is understandable since the reverse-commute
programs rely on time-consuming, group-based modes.'® Moreover, having a car provides better
access to a multitude of activities that improve the overall quality of life."”

The data presented 1n Table 5 suggest another process where initial capital endowment
leads to greater disparities in employment with iength of time on AFDC. The car-ownership rate
is consistent across groups defined by years on AFDC, but the percent who worked is not

Among those with the fewest vears on welfare, the employment rate of those without a car who

** Unfortunately, the extent of this pattern is not known because this report has limited
information on the individuals and their employment outcomes, and instead focuses on the

operations of the transportation programs,

" Car ownership can then have an additional effect employment outcomes because a recipient

would have non-employment related needs and incentives to remain gainfully employed.
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worked 1s nearly identical to the rate for those with a car. However, the relative differences
increase dramatically with length of time on welfare.® There is a slight decline among those
without a car, but there 15 sizeable increase among those with a car. Further, these figures may
underestimate the differences in employment rates between groups because having a car appears
to be associated with exiting welfare, particularly during the first year or two on welfare.”
Among those who did exit and were on welfare for no more than two years, 42 percent owned
a car at the time of the interview, compared to just 27 percent for those who remained on
welfare. Unfortunately, we do not know if they owned their own car prior to exiting.

There are limits to imputing longitudinal dynamics to cross-sectional data, but there 15 a
sound theoretical or conceptual reason for the above hypothesis. The higher the direct out-of-
pocket costs and the perceived costs of travel time, the less likely a person is to undertake job
search, to secure employment, and to remain on the job. As discussed earlier, those without a car
face considerably higher transportation-related barriers. We would logically expect that those
facing this high cost would become increasingly discouraged over time.

Although there are systematic and causal relationships between employment and car

ownership, there arc also important exogenous and less predictable factors beyond the control of

** These differences among long-term recipients remain even after controlling for schooling,
years on welfare, presence of infant, and county of residence. Moreover, a logit analysis that
included these independent variables shows that there is no statistical difterence among short-term
recipients.

* The exit rates are based on 156 usable observations of those who were off AFDC at the

time of the nterview,



individuals. Unexpected disruptions in employment due to firm or economy-wide fluctuations and
personal crises would undermine the financial ability to maintain ownership. Moreover, car
owners may suffer from accidents, thefts and major breakdowns.™ Left without good
transportation, their jobs and later their automobile could be in jeopardy. In the precarious world
of recipients, these shocks in employment and ownership can produce cumulative outcomes that

create greater welfare dependency.

Table 5: Variations by Years on AFDC

% With Car % Worked l.ast S Weeks
Among those Among those
Years On AFDC W/O Car With Car
0-2 years 27% 24% 28%
3-5 years 26% 23% 40%
6 or more years 30% 17% 43%

Conclusion Certainly, the above analyses can be improved with additional data. The
cross-sectional nature of the APDP data 1s less than ideal for analyzing the underlying dynamic
relationship between car ownership and employment. What is not known is whether there is a
pattern of frequent movement between carlessness and car ownership, the relationship between

fluctuations in ownership and employment, and the role of exogenous shocks. More information

** One could presume that welfare recipients with a car are more likely to be uninsured than
the general population. This factor can make a single accident catastrophic for a welfare recipient

in terms of retaining ownership and maintaining a driver’s license.

J
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ts also needed on the process of savings that leads to the purchase of an automobile. The analysis
of spatial barriers is incomplete because there is no information on the economic base of the local
community, the avatlability and guality of public transportation. and geographic variations in the
insurance premiums and other relevant costs.

Despite the {imitations of the data and the above analyses. one basic finding stands out,
an automobile 1s instrumental to employment. This remains true even if car ownership 1§ not
causally exogenous to employment. This major conclusion should not be surprising given that
the labor market reflects the sprawling, automobile-oriented structure of modern metropolitan
arcas. With limited income from welfare benefits, most AFDC-FG recipients are forced to find
housing in low-income, inner-city neighborhoods, whose residents suffer from a spatial and skilis
mismatch. Although the Inability to address the simultancity problem prevents us from
determining whether providing an automobile would have an independent and dramatic impact
on employment, the evidence is sufficiently strong to argue for welfare policies and programs
that facilitate car ownership.

One policy that should be changed is related to the eligibility rules. Existing eligibility
requirements for new AFDC entrants prevent an individual from having a car worth more than
$1,500. This policy forces a person with a higher value vehicle to sell the vehicle or exchange
it for a less valuable one before qualitying for benefits. The rationale for this regulation 1s to
force individuals to rely first on their assets, but the undesirable byproduct is a class of new
AFDC recipients who are poorly positioned to secure meaningful employment. A $1,500 vehicle
is not likely to be reliable. A sound policy should recognize that a reliable car of reasonable

value 1s not a luxury but rather an instrument to future employment. California’s welfare reform

2]



moves in the right direction by raising the allowable limit for an automobile from $1,500 to
54,500, but this applies only to those already on AFDC.

Policy makers should also consider programs that make it easier for recipicents to operate
and maintain a reliable car. There are potential net gains to providing training on do-it-yoursel{
maintenance, referrals to rehiable and honest antomobile repair services, and access to reasonable
insurance. Some of this can be accomplished at a low cost through cooperation with vocational
training programs related to automobile repair. There should be some assistance given to those
encountering temporary needs caused by unforeseen disruptions to employment or major repair
problems. This can include providing temporary transportation assistance. Improving the
continuity of employment or car ownership can prevent short-term crises from transforming 1nto
prolonged joblessness.

Finally, it 1s worth reconsidering transportation-based programs to overcome the spatial
mismatch, with the objective of promoting automobile ownership.”’ Such programs should
complement other programs, such as skills tratning and job development. The importance of good
transportation in aiding the poor is not new. For example, Scholfer and Wachs noted in 1972 that
"The importance of convenient, fast, and reliable home-to-work transportation should not be

overlooked." (1972, p. 56) This statement is just as true today as it was over two decades ago.

** This position is contrary to the effort to discourage commuters from using solo antomobile
trips. While 1t 1s important to encourage car pooling and usage of public transportation,
government should not place an additional and unrealistic transportation burden on those on
welfare by insisting that they remain transit dependent. This population is already disadvantaged

in numerous other ways and 1s already more likely to use public transportation.
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While public agencies should not give individual their own cars. these agencies cun provide
group-based transportation to facilitate job search and to provide a means (o commute to work
during the first several months of employment. The uitimate goal, however, is independence
through both employment and car ownership.™

The above proposals should not be viewed as new entitlements. Instead, they are policies
and programs, some of which are relatively inexpensive compared to some existing efforts, that

promote the ultimate goal of economic self-sufficiency for welfare recipients.

* Past evaluations indicate that many transportation-based programs were not successful, the
findings are ambiguous because the analyses did not necessarily examine the most appropriate
outcorne. This point is based on the author’s interpretation of the evaluations reported 1n
Rosenbloom. 1992. The evaluations focused on transportation-related operations and usage rates.
Consequently, when a participant continues to be employed but shifts from the sponsored group-
based transportation to less time consuming travel mode. this 1s deemed as a failure for the
program. It is understandable why transit operators may be concerned with these outcomes, but

this approach mistakes a means for the end.



REFERENCES

Bane, Mary Jo and David T. Ellwood (1994). Welfare Realities. From Rhetoric _and

Reform. Cambridge, MA: Harvard University Press.
Committee on Ways and Means, U.S. House of Representatives (1993). Overview of

Entitlement Programs. 1993 Green Book. July 7. Washington, DC: Government Printing Office.

Harris, Kathleen Mullan (1993). “Work and Welfare Among Single Mothers in Poverty,”

American Journal of Sociology. v. 99:2. September.

Kasarda, John (1980). "The Implications of Conternporary Redistribution Trends for

National Urban Policy,” Social Science Quarterly, 61:373-400.

Kirschenman, Joleen, and Kathrvn M. Neckerman (1991). ""We’'d Love to Hire Them.
But...": The Meaning of Race for Employers.” in Christopher Jencks and Paul E. Peterson, The

Urban Underclass, Washington, D.C.: The Brookings Institution, pp. 203-232.

Maddala, G. S. (1983). Limited-dependent and Qualitative Variables in Econometncs.

Cambridge: Cambridge University Press.
Moffitt, Robert (1992). "Incentive Effects of the U.S. Welfare System: A Review," Journal

of FEconomic Literature. v. 30. March.

Ong, Paul M. (1993). "The Economic Base of South Central [.os Angeles,” distnibuted by
the Human Relations Department, City of Los Angeles.
Osterman, Paul (1991). "Welfare Participation in a Full Emplovment Economy: The

Impact of Neighborhood,” Social Problems. v. 38:4. November.

Pisarski, Alan (1992). "Trave! Behavior Issues in the 1990°s." prepared for the Office of

Highway Information Management, U.S. Department of Transportation.



Rosenbaumn, James E. and Susan J. Popkin {1991). "Employment and Earnings of Low-

Income Blacks who Move to Middle-Class Suburbs,” The Urban Underclass. editors, Christopher

Jencks and Paul E. Peterson. Washington, D.C.: The Brookings Institution,

Rosenbloom, Sandra (1992) "Reverse Commute Transportation: Emerging Provider
Roles,” Final Report, prepared for University Research and Training Program, Washington, D.C.,
1692.

Rossetti, Michael and Barbara Eversole (1993). "Journey to Work Trends in the United
States and Its Major Metropolitan Areas, 1960-1990," report to the U.S. Department of
Transportation and distributed by the National Technical Information Service, Springfield, VA.

Schink, Werner and Barbara Snow (1994). "Demonstration Project Overview,” UC Data
Center, University of California, Berkeley, and Department of Social Services, State of California.

Scholfer, Joseph and Martin Wachs. (1972) "Job Accessibility for the Unemployed: An
Analysis of Public Transportation in Chicago.” Mayor’s Committee for Economic and Cultural
Development of Chicago, Chicago, 1llinois.

Survey Research Center (1994). "California Work Pays Demonstration Project Survey:
English/Spanish Interviews, 1993-1994 Preliminary Version Codebook™ prepared by the Survey
Research Center, University of California, Berkeley, 1994,

Taylor and Ong (forthcoming). "Spatial Mismatch or Automobile Mismatch? An
Examination of Race, Residence, and Commuiing in the U.S. Metropolitan Areas,” Urban

Studies.

1





