
Persistent link: http://hdl.handle.net/2345/2959

This work is posted on eScholarship@BC,
Boston College University Libraries.

Chestnut Hill, Mass.: Social Welfare Regional Research Institute, Boston College, March
1977

This material is in the public domain. No copyright permissions are needed. Proper
attribution of the material is requested.

Labor demand stimulation: Summary
and framework
. Volume 1, Chapter 1
Authors: Martin Lowenthal, Adriana Stadecker, Hugh
Wilkins, David Regan

http://hdl.handle.net/2345/2959
http://escholarship.bc.edu


SOCIAT I^IELFARE REGIONAL RESEARCH INSTITUTE

BOSTON COLLEGE

I.ABOR DEMAND STIMIILATION :

SI]MMARY AND FRAI{EI,.IORK

VOLUME I

This report is subnitted to: bY

Mr. David Arnaudo I'lartin Lowenthal
Project Officer Adrj.ana StadeckerOffice of Program AnalYsis and
Evaluation Hugh Wilkins
SociaL and Rehabil-itation Service David Regan
Department of Health, Educatioa
and trIeLfare

Grant No. 18-P-903321L-OL

l"Iatcl:., L977



I1

CTIAPTER I

INTRODUCTION AI.ID SUMMARY OF FII\TDINGS

The baslc problem which is addressed by this project is the ways ln
which the income from rilages can be increased for popul-ations which are on

welfare or are welfare prone. By increasing income fron employment it is
anticipated that government expenditures for publ-ic assj-stance will be

checked or decreased. The particular approach which the Institute has

explored for the Social and Rehabilitation Service of the Department of
Ilealth, Education and Wel-fare concerns the stinulatlon of the demand for
the labor of workers who are or rend to be on publ-ic assistance. This

approach represents an extension of the emplolm.ent oriented wel-fare

policies which began in the l-960s which sought to maintain and encourage

the labor market participati.on of welfare clients.
In our exploration of this issue, rile developed four background

papers, short studies of three al-Eernative policy strategies, and a

preliminary analysis of six additional job creatlon approaches. The four

background papers incl-ude the followlngl

l-. Literature Review - This provides a revlew of the current stat,e
of the art of expanding the employment opportunities and job
retention patterns of employable welfare popul-ations.

Thls ineludes a discussion of the welfare/manpower programs
which have developed since L960, an overview of general economic
theory as it relates to emplolment and of l-abor market theories
in particuLar, and a col-Lection of the Labor demand intervention
strategies which have been discussed or util_ized in this
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country and ln gther economies, ParticularJ.y those of western
Europe. ,This work was presented in the voLume entitl-ed:
Labor Demand Stimulation-;- '

2. AFDC Ernployment Characteristics - This paper ls Chapter II of
Volume L and covers the patterns of emplolment experience of
workers on welfare. The industry bnd occupation distribution
of this population is presented and discussed.

Aoalytical Framework - This paPer, which is chapter III of
voluoe I, aEtempts to develop and expand labor market

"e'gneot"iion 
thlory in ways which are applicable to the subJect,

of expanded demand for the labor of employ"Pl"- welfare
recl.pients. This paPel suggests a vay _of tpnling about the
lssuls lnvolved aod is the foundatlon for the developnent of
alternative strategies and the assessment of these alternatives'

Assessment Criteria - This PaPer sets forth the points of view
from which the alternative strategies can and should be
evaluated and understood.

Volr.me II contains the reports on the short studieg of three labor

<ternand stftnulation strategies and the additional Job creation approaches.

The strategles'for lncreasing the <lemand for the labor of workers on

ryelfare rlrhlch were exanined in some depth in this proJect ltere:

1. Tbe utllization of the leverage of federal spending and

3,

4.

Procurement Porters

recipients through

8. tncreasing

b.

to favor the emPloyment of wel-fare

the following:

aggregafe spending in ways which most affect
,

welfare and welfare prone populatlons'

afffunative action pollcies whlch seek to increase the'

enploynent of women aod mlnorities and thereby affect

the aduLt welfare populatton which is composed prloarily

of women and a large proportion of ulnority workers,
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I

c:establ.ishingcontractbldadjustmentsandwagesupPorts

f,or fLrurs vr-hich ernploy welfare recipienEs '
d. es,tablishing a regionaL cootract bid adJustment to provide

a discount oa the bid of firns which would l0cate the

haverelativelyhighinco'memalntenancecosts.

2. The exteneion of the uneoployment Insurance BenefLt gystem to

.agreat€rproportionofthewelfare.populationwithwork
experience Ln order to: 

:

a. dlscourage the high rates of turnover in rnany of the

lndustries in which reeipients tend to be employed,

b. shift a portion of the burden for financing the

lncome m4intenance of the fornerly employed rcho are on

welfare to private ffums from the general. public'

Anerican unemPloYed workers get'

| 3- The linitatlon of overtLrne work to rl€e the hours that are

released to create aew posi"tions for workers who are unenployed

aud oo welfare through the following mechanisns:

8. lnceatlves for hiring new workers on welfare through

beneflt subsidies ln those cases where overtime is

reduced, aad
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b. increaqlng the premlrrm on overtime through an

employer tax on overtime which pays into a fund to

create new jobs'

The six additional strategies reflect a variety of approaches.

L. Investment Reserve - a policy whtch ls sensitive to

ecor-romJ.c cycles and conditioas and has expansionary iopacts

during recessions,

2. Capttal - Labor Ratio Tax Program - a policy designed to

, affect the relationship of capitatr and labor to favor the

creation of more Jobs,

3, Supported Work - this tncludes three policies ranging froo

full support of the emptroyee, including !ilages, beneflts and

work envlronnent, to subsidLes for wages and benefits, and

4, Restrl.ctions on Lllega1 Alien Labor - an approach which

atteEpts to iemove illegal workers from the labor market.

4
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The eonelusions and ftndings of this study are the foll-owing:

3.

B.

c.

A. Employnen-t Characteris ittree

1. Ernployable welfare reciplents tend to be concentrated in
less itao 20 percent of the industries and less thaa 15

n"."entoftheoccupationsintheIkritedStates.
2. Workers on welfare are concentrated i.n service industries,

retail trade, and Personal serviceg.

The occupational distribution of ttorkers on welfare
refleccs their concentration in service workr privat,e
household work, operatives and cler1-cal rrork-

lYpes of Job Creation Policles

Labor,deoand stiuulation policies cao be divlded into three

broad categories:

1. expansionary poLicies which increase production and

@eet the new production levels

2. dlgtribgriogat pgligies yfrietr affect the demand for
parq-roups ot worKa as oPpos"g t9 others wLthin.a
ito"tt productLon alra;rge$ent or which affect the relatlve
den"nd for labot in rel-ation to caPital, and

3. expaoslonary/dlsrribusf-oaal n+.,x of policieq whlch constltutes
soue conbGation of these approaches'

LaFor lfurket Sqgpentption and Jpb Creation

1. llacfo econouic polictes airned at stlmuLatlng the econony to
lnduce market eipansion ot industrial expansion through

- -- lJ!-fiscal lncentives - tax reductions, llvesturent'-credits'
government contracts, taxes and tarlffs on'products - tend
Io affect the operation of, the prlmary sector most directly
and only Lndi.rectly lnpact secondary segments of the ,labor
oarket in which selfare reclpierrts are currently employed,
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2.

The ef,fects qf these policies are slow to t'trickle dor.iut!

to these segnents and inscitutional barriers often linit
nany of the expansionary effects to the prlnary sector'

Rigldtties of labor market segmentaLion tend to Put severe
lirnitations on government efforts to create jobs for
welfare recipLents and require ditect inteivention in those
1abornarketsinwh1chtheyarecurrentlyemp1oyed.

The policles which were the prirnary subJect of consideration
in thts study - aff,irrnative action or governneat .?.foeuE€m€ntr

work sharlng- through reduction of overtime and job attacf;. ,
ment through exteqiton of UIB - will create job opportuaities
for welfare recipients in the sectors ln which they tend to
be employed.

These.policles have the characteristic that the Jobs created
.r. r.bi"tributed from the work hours and ltages of other-
workers in the economy, generally those workers llithin the
sectors which tend to pay lower wages

Additional research and developuent is necessary on

"tr"i"gi.s which create new jobs through expansion in the

"""totI in which welfare workers tend to be enployed'

Additional research and develo?ment is also necessary on
polLcles whict affect the mix of capital and labor in the
iroduction process tn most j-nduetries' At pf,esent most

ioo""r*"ot incentives favor investment in cap{.tal. Pol"icies
whlch create nnore balance in the relative price of capltal
andl'aborbysubsidizlrrg].aborortaxingcapitalshouldbe
exaninea in greater aetatt.

It ls clear from the ass€ssrent of all the strategLes that
aosiugletypeofpollcyinterventlonisl.ikelytosucceed
;; ;;;;iog'itt. desired ef fects - This suggests that a-

i"r.-"o.pretensive approach is requlred which combines boLh

e:cpansionary and distributlonal policies'

3.

4.

5.

7.

6.

D. Government SpendlnF -and 
Procurem9n!

lities for welfare1. The evaluation of the i-rnpact on job oPPortur
recipients of vatious federal spending Program?i reveals :

largl differences between them ln tens of civ1llan
urpioy*"ot.
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a. Non*defen$e expenditures create 65 percent more jobs' : for welfare Lhan defense spending.

b. .Health and welfare spending programs create 220 percent
:uore jobs for workers on welfare than defense-

c. Tax credlts or reductions for individuals create 32
percent more jobs for welfare recipients than investment ,

tax credits to corPorations. (!!is is an extrenely
conservative estidate of the difference.)

2. If a najor affirmative action program were able to increase
the emplolment of women on all f.ederal contracts by as much

, aa 20 percent a yearr the resulting nr:nber of positions fot
those on welfare would rasge betlleer 2,400 and 3"700.

3. The actuaL potentiaL of affirnative action ln terms of the
eop1oyneotofwomenonwe1fareisevenmore1loitedowi'ng

whlch they are eroployed tend to discriminate in favor of
woneo and minorities.

4. Current affinnatlve action policies, owing to theLr focus
oa discri.urinatl.on within each occuPatlon' do littLe to
break down the barriers between occupations uhLch tend to
trcrowdtt or ttover supplytt ltotuen lnLo partieular SegBents of
labor malketl.

'5. AdJustments on c6ntract bids based upon the welfare hiring
e$erience of firns appears to encourage greater utillzatlon
of WIN by those firos doing busi.ness ltith the federal-
governuent, This pol,icy would requtre uore thorough and
deteLled investigatiotr.

6. Affitnative action programs are iurportant to ensure more
equal opportunity aad are probably a necessary componenL of
other Job creation and pJ.acement efforts.

E. I'Iork Sharing

1. Work sharing in the form of reduced overtime coul-d create a

on.i 3 ulllion posit,ions

7
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2, The elimlnation of overtLue ln occupations in which women

are clustetred could ctreate over 5001000 jobs'

3, The degree to which overtlme can actually be reduced is
difflcult to determine. The number of positions would. be

"fgnificantly Less, particularLy in telms of the number

which lrcuLd be obtained by welfare reciplents'

4. The strategy to create -jobs through the reducti'on of
overtimecantaketwoforrrs-anincentivepollcywhich
to',rot.r"" granting fringe benefit subsidies an! a Pr:nr:utn
o" p"o"fy-policy-w*rich taxes overtime to pay for a job
creation Program.

ent of normal5. If euployers ltere required to pay a 50 pere
wage tax on overtime, a fund cou].d be establisheil tlftich

6, To the exteot that people who work overtime are dependent
on the incooe g*o"titud by their tT!t3 wor\ hours' their

, lncooe and. natEriaL well belng would be rgduced by a
successful overtime PolicY.

tslgher overtime prerniums redistrlbute the current wage

anong more workers.

Job Attachment

1. Pollcies which are deslgned to reduce labor turnover by
lacreasing the cost of tusnover to employers (through the

"*i"""ro"-of 
the Unenploynent Insutance Benefit Systeu)

*iif "r""a. uore etabie SoUs for certain workers but rould
teni to exeLude other 1gotkers who fornerly had cycled
;i;;"gh these jobs- fhus, welfare dependency would be

decreised for iome and increased for others'

2.Extens1onofUIBmakeserop1oyersmoreresponsib1efor
eoployrnent-unemplo)'ment Patterns by shifting the costs of
.rrrltploy-ent of workers on welfare to employers in the
private sector rather than to the general publi.c through
welfare Pa)toents -

3.Bylncreasinglaborcoststoemployersrthesepoliciescould
encourage long run changes in production techntqu€s in flvor
of a more capLtal lRteoslve mode of production whlch, would
enploy fewer workers

7.

F.
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4,. lhis potlcy would exeend the equal employment guarantees
and benefits to.a larger segment of the labor force which
needs these protections.


