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INTRODUCTION

This repcrtfroviews the' éffectiyquss of the wonk.lncent;ﬁii(NIN)
program, which is designed to he1p°recip1eﬁts of Aid fq Families wi%h |
Dependent Children (AFDC) ffnd Jobg.'“ . ’

The WIN prodgram was created‘by the federal government. {n 1967, ~
Since estab11sh1nq the program, the federa] qovernment has funded numerous
e!a1uat1ons of the services provided under the program. The results of 1
these studies, however, are rarely discussed in connectnon with 1eg1s1at1ve
proposa1s'that'kou1d estab]ﬁsh'oy modify employment programg sergtpg AFDC
recipients.. o

We re;iewed eight of these evaiuations in order'to.provide the
Legislature with inférmatioﬁ on the effectiveness of various emp1oymeht and

t aining services provjded'to AFDC necipients. specifically, we reviewed

the available research for the-purposé of answering the following four . ,

questions: _ | o A
o Which AFDC recipients should be targeted for WIN services?
o What types of WIN seryices should be provided to AFDC recipients?
e To what extent should local political and economic factors be
taken into account as part of Fh; state's WIN strategy?
x @ How can the WIN program reduce welfare dependencv and AFDC grant
costs? .
We believe that answers to these questions will help the Legislature
maximize the positive impact of employment services provided by the WIN ~

program to AFDC recipients,

ts
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EXECUTIVE SUMMARY. - " »
R . ; 3 ‘ ?
'This report reviews the state's strateqy for helpir. (pients of 5

"Aid to Families with Dependent Children (AFDC) find jobs through the Work: )
Incentive (WIN) program.”.As part of this review, we aralyzed the results . .o
of eight demonstration programs that were set’up to evaluate the .o ) R

2

effecfiveness of various types of employment and training services provided -

‘by the wIN proqram., The resu]ts of the demonstrat1on programs provided us

Y

w1th a basws for answer1ng four questions that bear on the effectiveness of

;'

' theystate's. AIN strategy. o - . T

"‘ Which AFDC Rectpients Should - be Targeted for wIN Services?

e

The Department of Socjal Services (DSS) “argets AFDC recipients who

‘_\

~ have recent Job experienre (pr1mar11y rec1p1ents of AFDC- Unemponed Parent

IAFDC ul) for. NIN emp]oyment and training services, Accord1ng”to the . .
department, targetiny rec1p1ents with recent job experience (1) enables the
stite to help the largest possible number of AFDC recipients find jobs and
(2) generates the largest possib]e amount. of AFDC grant savings.

Based on the f1nd1ngs from the demonstration programs mentioned //

ahove, we conclude that DSS is targeting the wrong recipients for wIN

services, -These findings indicate that the impact of WIN services is- :

maximized when they ‘are provided to AFDC recipients who do not have recent
work exper1ence (that 1s, recipients who have not worked 1n the past two
vears\ In fact the state's current target1no strategy may actually
minimize the poswfwve effect of WIN services since the- research conducted
to date finds that individuals with recent Job histories do not benefit

from employmentFand *raining services. g
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‘o
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from these serviges. : -

One of the main,reasons- why the department hasachosen to taroet
eerv1ces on the "wrong" rec1p1ents is that tra department meagures the v . .
success of emp1oyment and %raining programs in terms of p1acement L ' -
rates--tho percentaqe of WIN part1c1pants who find jobs. The use of ) .
p1acement rates entouraqes staff to serve recipients with recent job v -
experience prec1se1y because they are easier to place in a Jjob, end may not ’ | .
require many services.®We find, however, that placement rates do not
adequate1§’measure the benefits individuals derive from WIN eervices; for
Y two reasons * First, the mere fact -that a person found a Joh does not mean ' '~

9

that the employment program had 2 positive impact on the tra1n1ng .

&

- recipient. Th1s is because many job ready persons who'receive employment

serw1rps wou1d have qotten a 1ob without those services. . Second, p1acement

~ rates do not allow thezLeg1s1ature to compare the magnitude of'thenimpact_' ' S

.
[ . 8

“that. emp1oyment serV1re “have on partibipants. ' e o

o

Thus, to the extent p1acement rates are used as -the measure of

success, wIN services will be targeted on thnse most 1ikeTy to find jobs,

,

(with or without WIN's help), rather than pn those who can benefit the most ‘

*
Q

A SN .

Because the state's strategy does not effectively target WIN fgpds,
- .

=

we recomﬁenq_enactment of ﬁegﬁslation"to redesign state employment and

training programs for welfare recipients so that first priority for Co.

services is given to recipients who have not worked iri the previous two

»

years., In addition, we recommend that the legislation prohibit the use of

placement rate$ as the measure of success for employment and training - o ,

3 ead e,
proqrams and, instead, require that increases in-participant earnings be o

Ibﬁmﬂ,lmﬁrv performance measure.
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What. Tyges ‘of Services Should the State s NIN o . . e
Program Provide7 ] I

LA |

In 1984 85, Caiifornia budgeted $39 7 million in stgxe and federa1
funds for employment and training services spec1f1ca11v for AFDC” |

rec1pients. Pf this .amount, $38 0 million is spent on job search tﬁaining

tnrough the WIN groqram and the Emp]oyment Preparat1on program (EPP) The"

-rema1n1nq Sl 7 million funds twn pilot tra1n1ng programs, the, California

Welfare Emp]nyment Skills Training Act (CWESTA), and the Supported Work

proqram ’

L] L
- © !

In add1t1on fo these funds, AFDC rec1p1ents receivea significant

. amount of skill training--ii the form of both classroom and on-the-job

training--through the Job Training Partnership Act (JTPA). -
. The eight evaluations that serVe as the basHs for this report found

that Jjob search tra1n1ng and skill training along the Tines prOvided by the

-WIN, EPP and JTPA proqrams resulted in the largest susta1ned increases 1n

earpings for AFDC recipients. The ‘increase in partieqpants 1ncome,

however, diq not frans1ate'into grent savings.'-Th1s is becau§e'certa1n
deductions from earned income enable AFDC recipients to increase their
earnings wifhout 1ohe§}ng the grants to which they are entitled. Becently,

the federal government acted to limit the length of time during which these

deductions are available to AFDC neciﬁientst This may increase the amount

. of grant savings échieved'by job search training and skil training

4

services, ’ .

Nefd to Revjew Current Supported Work and Job Plecement'ProgFams;
T N 0 .t

.The empirical research on emﬁldymeht and training services conducted to -

dateﬁindicatei that some services furnished by existing state programs are
. : : -f.

not cost-effective.. Specifically, the cost of-providing supported work and

e
-



- .Job p1acement services is. greater than the 1ncreases in partiripant o oo

-
u‘;

' earnings and grant sav1ngs that result from these serv1res 3 Ln 1983 -84,
'the state'Spent ﬁb 3 m11110n from the Genera1 Fund for supponted work and
an p1acement serv1ce= Specifica11y, the Job Agent and Service Center

proqrams prov1de p1acement serv1ces to disadvantaged 1nd1v1dua1s. The

P

Supported wgrk program is currently testing tﬁe supported work concept 1n
A

"~ California. The emp1r1ca1 evaluations and previous reviews of fhe SR

-

) ! »

performance 'of these programs 1nd1cate that they «do not help disadvantaged

>

- 1nd1vidua1s f1nd jobs 1n a cost effect1ve manner. Because “the programs

have changed somewhat since these performance reV1ews were conducted
however we are unab1e to-assess the effectiveness of the proqrams in their
=
¢ current form. We. believe the funds committed to these programs cou1d be '

_used in a more effective manner to he1p low-1ncome individuals find jobs

<

-~ and obta1n addwtiona1 job skills. Therefore,‘1n order to provide the

‘ Leg1s1ature with an assessment of the serv1ces provided ‘by these proqrams,

~ we recommend EDD conduct in- depth eva1uations of the Job Agent, Service C e

Center, and Supported Work programs, We further recommend that this study

include an assessment of the effectiveness of these programs relative to

the benef}ts of job search services and classroom, on-the-iob, or other

LY

skil} training services.'

CWESTA Needs to be Redesigned. The CWESTA prc;cam is testing the.-

use of fiked-rate performance ‘contracts as a method for retmbursing
\ﬂ

training contractons. Under CNESTA providers are reimbursed for each
partdc1pant they place-in a-job. Ry linking profits to placement rates,
CWESTA encourages contractors to provide services to jndividuals who are ®

3ob-ready. As a result, recwp1ents lacking recent 1ob exper1ence probably

Q | ' -6- 10
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will. Rot receive CWESTA training, As the eight evaiuations of:empioyment
’ and training serV1ces c1ear1v found, however, providinq serv1ces tor
nnd1v1dUc s who ack- recent JOb experience results in the 1argest income

J

aains to partic1pants.. Therefore, in_order to Ghsure that CWESTA traini;g

o J_ 1SAEr0Vided to ind1v1duals who are 1ike1y to benefit most from such

traininq, we recommend the enactment of 1eqis1ation-modify1ng»fhe4prqgram S

reimbursement mechanism so that. increases in recipient income--not

p}acement rates--is the basis for reimbursing training providers.
What Role Shouid Local Economic and Political Condifions -
Play in the State's WIN Str ategx_ ' _ o

SR " The' success of the NIN\\rogram is affected By economic and political.

conditions at the 1oca1 Tevel. For example, local business. and government

-

= ) 1eaders affect the success of 1oca1 WIN programs betause they design local .

Qe

Y | . JTPA training programs that proV1de employment services.to AFBC recipients.
| In order.fon the WIN program to maximize its'éffectiveness, local officials
myst understand and cooperate with the-state in targeting empioymant and
.training services'on AFDC recipients. Our review of the JTPA programs
squests,that, 11ke the current WIN program, local JTPA programs tend to
target jab- ready AFDC recipients for services. |

Coordination withdePA Essential. Currently, there is no formal

- 2 ) *
¢oordination between local WIN offices and JTPA programs in providing
services to AFDC recipients. This is unfortunate because effective local -

coordiration would resuit‘in significant. program benefits. "First, the

—— - T e T e o
v et s b s s e —_- hiad e e oo

impact of the training, offered by each program would be enhanced if it were
targeted on the same groupa-AFDC recipients who lack recent job experience
Second, rnordinafion offers an opportunity to eiiminate potential

. duplication of services provided by the two programs. By eliminating

- - ‘ \ ’ 0

o . . t-7- | 11
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LY



Pt
“i

[-3

duplication, better coordinatfonlwoquJmake additional funds available for
training serv, ces to more recipients. | i

Therefore, in order to maximize the positive impact of ava11ab1e

training funds on AFDC recipients, we recommend the enactment of

1egfs1at1on requiring local WIN offices to enter into formal agreements

witl local JTPAgprggrams calling for (1) AFDC recipients lacking recent job

experience to beggjven the highest priority for employment and training
: — ; .
services furnished by both programs and (2) e11m1nat10n of those intake,

\

ssessmentt and training act1v1t1es that are dup11catfve\

Incjease Loca1 Autonomy Over the;Iypes of WIN ervices Provided

Loca1 econpmic conditions also directly affect the success of local WIN -

programs in helntng rectpients find jobs. The ava11ab1e reseerch‘conducted
to date ind*cates that job opportunities f AFDC rec1p1ents are extremely
limited during times of high unemployment. ihe current WIN plan, however, -

ignores tocal economic conditions as a factor in the state's WIN strategy.

‘In fact, the Department of Social Services plans to require AFDC-U

recipients to participate in job search wbrkshops and a subsequent
supervised job searsh, regardless of whether suitable job opportunities

exist within the local labor market. Moreover, local WIN managers will

__have no authority to -alter the types of services pnovided to participants;

the authority fon such decisions will be retajneq by the central DSS office
in Sacramento.

The state's WIN strategy should be flexible enough to-adjust to
localzlannr market conditions. One way.of adapting this strategy to local
conditions is to allow local WIN offices to alter the mix of iob search and

skill training services oftered‘to participants.» In areas of high.

hoY

-\

P Bt
Lo
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unemp1oymedt, for examp1e: Tocal WIN offices could, direct funds away:from
job search services and towards skill training,

If local programs are to accommodate changing economic conditions,

local program administrators must have responsibility for and authority

“over the types of employment and training services provided at the local

level. Clearly, the needs of individual local labor markets cannot
adequately be assessed from the centnal office in Sacramento.

Therefore, in order to increase the responsiveness of WIN services

to local_economic conditions, we recommend enactment of quis1ation giving

Tocal WIN managers responsibﬁ11ty for determining the types of services to

be Brovided locally., We further récommend the enactment of legislation

g
requ1r1nq DSS to deve1op\gu1de11nes and procedures that provwde local

managers with the information needed to determine the appropriate tvpes of

services to provide under different economic conditions.

How Can the WIN Program Achieve Both Reduced Welfare

Dependency and Increased Grant Savings?

Like most prograTi;’tyé WIN program could be administered to achieve

’different (and pevrhaps conflicting) gea1s.' Our review of the literature on

the program has turned up two primary goals. These goals are (1) to reduce

wo1fare dependency by increasing the earning power of AFDC recipients and

(?) to reduce’AFDC arant expenditures. Based on our review, we conclude
that a two-tiered appreach ds required to achifdve both goals,

On the ore hand, jdp search and skill training. represent the most
effective means to increase the earnings of AFDC-Fami1y Group (AFDC-FG)
rpcjpienfs. Jt appears, however, that these increases in incope may not

translate into AFDC qrant savings. On the other hand, requiring AFDC-U

recipients to participate in work experience programs results in

-9- 13
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'prov1d1ng the services. The f1na1 report from the San D1eqo Nork

significant grant savings. These grant savings, however, do not reflect an

“increase in recipients' ability %3 be self-supporting.

This d1v1510n between goals, rec1p1ents and services suggest that

the twin goals of the WIN program cannot be achieved by providing a single
. type of service to AFDC recipients. In order to achieve both goals, the

“state must provide the right type of services to the right group of

recipients. .

At this time, we do not recommend that the state institute mandatory
work expe~1eqee programs for AFDC-U ?ami]ies, for two reasnns. First, we
do not know what haﬂpens to families terminated.rrom aid due to -
program-related sanctions. Second, work experience services do not appear . /

to generatu a suff1c1ent amount of grant savings to offset the cost of

b PN

Experiénce program will provide additional information on the

cost-effectiveness of work experience programs in California,

-



CHAPTER 1 | | .
SCOPE OF THE STUDY R

* .

The Work Incentive (WIN) program furnishes employment and training |
services to recipients of Aﬁﬁéto Families with pependent Children (AFDC) ;-Q
-benefits. This chapter provides an gvervfew of fhe_WIN program in order to | 3
lav the foundaﬁion for a detailed e§am1nati§n of the.state's strategy for
providing employment and training services to AFDC recipients through the
WIN program. Spegifﬁca11y. this chabter:

o Describes how thg‘NrN program is administered in California.

o Discusses the goals of the WIN program.

. Discusses the methods avaiTable for measuring the success of the
WIN program in achieving its goals.

» Raises four questinns, the answers to which should help the
Legislature identify the best strategy for achieving the goals of
the WIN program. (These Juestions are addressed in subsequent }

chapters.) .- .
Throughout this report, we use.the termé "employment and training
services" and "employment services" intgrchangeab]y, except where we

expressly differentiate between t.hem.

The Current WIN Program

The WIN program was created by Congress in 1967 in order to help
AFDC recipients find jobs and therebyv become self-supporting. Since that
time, the program has provided a variety of employment and training

services to participants: In 1983-84, the Employment Development

-11- 15
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Department (EDD) spent $36.4 million ($30.6 million in federal funds and

$5.8 million from the General Fund) to“provide these s%rvices to about
!

‘\{\\000 new AFDC recipients. . t

The state's WIN program current1y is in transition. In the past,
the EDD wase%esponsib1e for.the design and administration of tho program in
California. Recently, however, the §tate began particfipating in the ) Q f}
federal WIN Demonstration program, causing a shift in administrative '
responsibility for the state's.NIN orogram from EDD td the Department of " =
Social Services (DSS). As the sing1§ state agency responsible for the WIN | ’
program, the DSS contracts with county welfare departments and EDb for the
provision of employment services. It also issues policy and proéedhre*“
guidelines and regulations directing the focus of 1ocal programs.

‘In general, the purpose of the“demonstratTun 15‘ta‘reduce—err075“$n——————————

the adm1n1strat1on of the AFDC program by allowing 1oca1 welfare . v

!1

departments, instead of 1ocal EDD offices, to-administer the WIN program,
Shifting administrative responsibility for tﬁqulN prograh to county
we1faré offices will conéentrate decision-making authority for the AFDC and
WIN programs at the county level. The DSS believes that this f .
reoraanization will reduce. the number of. errors previously made because of
miscommunication betveen EDD and the counties.. To accomplish this goal,
the demonstretion program calls fof county welfare departments to register
recipients for WIN, In addition, the agencies w111 decide which fecipients
~will receive employment or training services. Those recipients targeted
for services will be referred to local EDD offices, where appropriate
services will be provided. Prior-t6 the demonstration program, the EDD

reqistered recipients for the WIN program and decided which registrants

would receive services.

16
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" What are the Goals of the WIN Program?

Like most nrograms, the NIN-program could e administered to achieve

" different (and perhaps conflicting) goals. Our review of the literature on .

the.proqram has turned up two primary ‘goals that WIN could be d1rected to

~achieve. One of these goals is to reduce the dependency of AFDC recipients

on government aid by helping them to find jobs. This 's the stated goal of
Califnrniafs WIN program--"to reduce weltare dependency by helping
participants find and retnin unsubsidizedjobe;"1 The other goal is to
reduce AFDC grant coqts. - . IR

| It is possible fhot the state can achieve both of these-

goals--reduced welfare dependency and increased grant saV1n§s¢-1f it .

_employs the proper strategy. For example, if the services provided under

WfN“incréE§é'tﬁé—EErnfnﬁémbf"hanFDC family by helping it to find jobs,
that family will be less dependent on government aid for its weil-being,
and this mav allow a reduction in grant costs. On the other hand, the
provision of certain enployment services may achieve only one of these'th
goals. For example, employment programs' that discourage eligible.
individuals from apnlying for AFDC benefits .may result in grant Sd?dnﬁs,
but may not increase their ability to be self-supporting.

How Shoyld We Measure the Success of the WIN Program

In Meeting Its Goals?

While it is relatively easy to determine if employment services
result in grant savings, it is-more difficult to measure the extent to

which such services reduce welfare dependency. In fact, much has been

T, " TEmployment Nevelopment Department, welfare Employment Programs:
- 1982-83 Report to the Legislature.
|
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written about the best wgy of measur¥ng the'sdcces;_of employment Seny1Ces
in reducing we1fare depéndenéy. Based'on our review, we conc1ude§that
increases in an individual's éarndngs are the Lest measure of whether
emp]oyﬁent nnd training senvines successfully reduce .welfare dependency.
This is because éarn1ngs d1recf1v reflect a person S abi11ty to f1nd and -

keep a iob. Therefore, if emp1oyment and tra1n1no services result in

increased participant earnings, they a1so should increase the possibility

that the individual will be able to det off aid and become self-supporting.

_Emplovment services can lead to increased earnings in'two#different

.ways. First, employment services can enable the recipient to wdrk more

hours each week.’ This would be the case if these services allowed & worker a

to shift from unemployment to:full-time or part-time employment, or from

part-time to full-time émployment. Second, employfent services can lead to

]

increased earnings by enabling the recipient to obtain a job paying higher

¢

wages.

What is the Rest Strategy for Achiev1ng the
Goals of the WIN Prqgram7’

For the purposes of ihis report,'we_have_assumed thnt the goals of -
the state's WIN program are twofold: (1) to rednce welfare depéndency and
(?) to increase AFDC grant savings. As noted above, it i@kpossib1e that a
<inqle strategy will achieve,bofh goals simuitanebusTy.' If that is the
case, then the Leqislature need not chooge between the two goals. It is
also possible, however, that different strategies would he needed to
achierve both goals. In that case, the Legislature would have to decide
whether to pursue both agoals independently, or to-designate one goal as
hring more important and offer a package of sérviqes designed to achieve

thet qoal.

-14-~
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Tn order to deternine which~strateQies most. eftectiveJy achieve the
goals. of the_NIN program, we will fbcus on four questions. The answers to
these questions could provide the general outiine-ior an employment and
| tratning strategy that wouid'more effectively serve weifare'recipients.
'These four questions are as follows: | |

\ )

e Which Recipients Should Receive Services7 The most basic element

of.a WIN strategy is the designation of a tanget group for the .
3 , receipt of .services. In Chapter 2, we identify the groups of
| ec1p1ents that. 1n “the past have experienced the largest gains

from employment_and training services.
o What Types. of Services Should the State Provide? The second

basic element of a WIN strategy is dec1ding~wh1ch services will
g mpst benefit the -target group. In Chapter 3, we discuss the :

reiative effectiveness of various types of employment and
S ' . :
' training services.

1

. What Role Should Locai Labor Market Conditions Piay in the State S

WIN Strateay? The WIN program ‘operates- within the COntext of

1oca1 economic, business, and poiiticaiienvironments. Chapter 4.

i discusses how the WIN strategy snould accotint for. these forces.

e How Can the State Reduce weifare Dependency and Increase

Grant Savings? In Chapter 5, we again discuss the pofentiai

confiicts between the two agoals of the WIN program, this time
within the context of the findings from the previous sections.

Demonstration Program Results Will Guide Our Study °

To date, there has been extersive research on the effectiveness of
the WIN proaram, We have reviewed the available research data in order to

develop answers to the four questions Tisted above. -

SRR
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Except where noted, ai] of the findings relied on in this study are o
based on research invo]ving randomly assianed test and controﬂ “groups .that. |
was designed to measure the effect of services on participant behavior. In
general, shese demonstration projects provided employment services to
"participants in the test group, .but no services to the control group

" We have limited our review to demonstration projects with randomiy {'.' .
assiqred test and control groups because such a desiyn helps to ensure that ~;;,.}
the results are 1mpart1a1 and unbiased. While anecdotal evidence may |
111ustrate a finding.more clearly than a page full of statistics, citing
one person's experience may not represent the experience of most
par*1c1pants. While using only the resuits from test and contr01 group
demonstrations reduces the number of studies available for our review, we
believe that it is appropriate.to do so because these ‘studies provide a ;

more accurate and unbiased basis on which to draw conclusions.

Refubee Programs‘Not Discussed

, This report does not d1scuss the 1mpact of WIN services on refugees 3
for two reasons. First, the NIN program generally does not provide

services to'refugees. Instead, the empioyment and training needs - of . . mr_m___*_;
refuagees are served primarily through special refugee programs administered
by DSS. Second, this paper is intended to review the success of WIN
employment and training strategies, using the results of specified
\demonstration programs. Unfortunately, no studies of employment and.
tra\ninq services going to refugees have been conducted to date.

\Qur decision to exciude the refuqee population from this review does

not. meanr that we believe the needs of these persons are less important than

those of other RFQQ recipients. On the contrary, we believe their needs
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pfe compelling. Lacking any empirical datd on state employment programs

of differeﬁt_mddelé for Eerving these persons.

a . +

7. < :
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_for refugees, however, we simply are not ahle to evaluate the effectiveness

day,
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CHAPTER II

K WHICH AFDC RECIPIENTS SHOULD BE
TARGETED FOR WIN SERVICES?

In this chapter, we address the question of which, “AFDC retipients

should receive WIN services. In general, California targets NIN'services R

oh AFDC recipieﬁts who have recent iob experien&e. Our review of the
_ research on employment services, conducted to date, however, leads us to
_conciude thai the current state strategy provides services to ‘the wrong

N group of AFDC recipients. These research findings suggest that if the

" state wants to maximize the impact of WIN services on the earnings of AFDC

‘~regipients, it should provide services primarily to those recipients who
/Jaek recent jgb experience, instead of recipients who were recently -
employed.

B4

L The Need for Targeting WIN Services

s -\_".:

and°tra1ning serv1ces to all AFDC recipients. Because resources are
limited, however.‘services'can be pravided to only part of the eligible
. population. This, in turn, réquiresfthe state to decide which groups of
AFDC recipients should receive services and which groups should not. In
'1983-24, for example, EDD provided services to 46,000 AFDC recipients,
which constitutes, about 8.C percent of all individuals eligible for WIN
‘assistance dur ng the year. Therefore, due to 1imited resqurces;'EDD must
choose which AFDC recipients receive WIN services.
The classic model of targeting was devised to help battlefield

 doctors decide which wounded soldiers to assist first, and reflects the

‘l‘~. . . - ~- . -l8- 22- e e

"If the WIN program had un]imited funds, it cou]d provide emp]oyment'
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contept of “triage." ‘The triage approach calls for doctors to divide the
group of wounded 1nto three cateqories those who are in no danger of |
dy1ng, those who cannnt be saved from dving; and those who will live only .
if they receive prompt medica1 atteption.. Medical help is then giveh to

. the wounded in this last- group because these men will benefit the most

.

+ from such he]p. In the same way, the state can maximize the impact of WIN

services by prov1d1ng emp]oyment and training assistance to those

:\fJ . recipients who w111 benef1t the most from such assistance. L
Current State §trategy for Targeting WIN Services_
Federal law requireﬁ that all AFDC recipienté and applicants, with
certa1n exceptions, reg1ster to participate in the NIN program. The most
; - —1mpprtant exception covers sinq1e mothers. w1th children be]nw the age of

) six. Other AFDC rec1p19nts~mav be exempted from WIN participation 1f they '
(1) live too far froma WIN office, (2) have health prob]em< or (3) find
that child care is not available. B |

Within the group of WIN registrants, the Department of Social
Serv1ces (DSS) targets WIN serviges, using the fol10w1ng priorities:

1. Heads of -families receivinq AFDC benefits that were recently
approved for aid. These individuals are primarily male heads of families

'recejving aid under the AFDC-Unemployed Phrent (AFDC-U) program who have
recent iob experience.

2. Heads of AFDC f§m11ies who volunteer for services.

3. A1l other mandatory WIN récipients.

Because the WIN program is not ab1e to p;ovide services to all WIN
registrants, some registrants are placed in an unassigned pool. ULnless

these recipients sub;equent]v volunteer for services,- they probab1v W111

not receive any services under the WIN program.

) \‘l ’ -19~ | - |
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-According to the DSS, the state's WIN program Has two Qoa1s: Fé]) to
_help the maximum numher of AFDC recipfents find a jobfand (2)-to achieve
the maximum AFDC grant savings by providing.eMp1oyment services to'wé]faré §
recipieﬁts. The DSS be11evés that both goals can be achie!ed by the same
strategy; igﬁve AFDC-U recipients who have recent job.expgr{encé pgfﬁkit& .
in receiving employment services. ._

3 According to tberDSS, this strategy maximizes the number of AFDC ’
recipients.wﬁb receive help 1n'fin41ng a job. 'Specifica11y, by targeiing
emp]byment'services tb individua15‘who have fecent Job expgriende, the; .,'
-state ;an 1nbrease the number of rgéipienfs who will find a job at thé

- lowest poséib]e cost, therehy allowing the 1imited-funds available to serve
the_maximam number of recipig;ts. The DSS also believes thié'strategy |

. maximizes_grant savings because it results in relatively high- platement
r;tes, thereby reducing the AFDC grants to families with employed parents.

Demonstration” Program Results: AFDC‘Recipients With No
“ Recent Job Experience Benefit the Most From WIN Services

The research findings reviewed in the course of this study suggest
that Califorria's étrafegy of targeting WIN services on AFDC'repipients
rith recent,iob experience may not be the most cost-effective. In general,

" the research findings show that AFDC recipients.with 1ittle or no recent

-

job histories achieve the largest increases in earnings as a result of WIN
services. Conversely, individuals with recent job histories do not
experience ircreases in earnings that are, on average, as large as
individua]é who have not worked during the previous two years.

Table 1 illustrates this point by comparing the increases in income
résulting from three tvpes of tréininq provided to all participants and

participants who had not worked during the two.years prior to tfaining. The

-
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ga1ns in “income for individua1s withoyt recent job expertence are much

9

1arger—-from 71 percent t6 144 percent 1arger--than ‘the average gain 1n

income exper1enced~bv.a1$ part1c1pants receiving the same serv1ce.

Table 1

.c1ear1y suggests that the mnst cost- effectfve strateuy for the state to

fo11ow in a11ocat1nq Timitad NIN fund1nq is to target emp1ovment Sservices

-on individuals who have not worked recent1y5

o>
B

N ’

b | .

TrainingzBenefits Thnqe W
' Recent Job Experience

<

Tab1e‘1

Athnut~'.

Average Annual Increase in Earn1nqs

‘ . Participants
‘ _ Al Without Recent rercént
Type_of Training Participants Job: Experience « Difference
Job Search (women) 7 578 $1,400 144
Skill Training:P .. ‘
women e 1,300 2,500 92,
Men . 200 ‘4,800 1 -
Supported Work (women) C 760 1,200

earnings.

b, "Skill" fra1n1ng 1nc1udes on-the-iob training, classroom training, and %

_voluntary work experience programs,

- a. ‘Iﬁbendtx B 1ists the studies that we used to deteirmine the increase in

c. Results are incorclusive, due to the small number of men’ rece1v1nq
training who did not have recent job experience.

’ wh1rh Pec1p1ents Do Not Have Recent Job Experience?

J

Because WIN services have been found to be mosf effective when they

are provided to AFDC recipients who have no recent job experience, it is

important to determine who these recipients are so that they may be given

top briority for WIN services.
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Two primary grodps make up the AFDC population:: (1) female-headed
« families who primarily receive aid under the AFDC-Fam11y Group (AFDC-FG)

5_/ . male-headed families who primarily-receive aid under the AFDC-U program.

."u A Nifhigﬁboth_of these groups, there are recipients who have .no recent job

;. ) experience. Because of the:fundamenfa1 Hifferenc%§'between these two.
v _ groups, we.will discuss their employment histories separately.

<

Women Receiving;AEDC-FG. In gereral, most women who receive AFDC-FG

do not have.recent connections to the labor force. In fact, a national
study found that on1v 15 percent of new AFDC-FG cases began to receive a1d

1 Instead, most of the new

as a result of a fall in. the family's earningg.
AFami1y Group cases began to'receive aid because of a change in the woman's
‘mar1ta1 status. Specifically, the study found that 45 percent ofgnew cases
began ofdowing divorce o;bseparat1on that left a woman as head of the
family. " Another 30,percent of the cases began when a single woman became
an unmarried. mother.
. The DSS d pes not- co11ect data on the reasons why women begin to

receive AFDC 1nZCa11fornia. We do know, however, that yery few AFDC-FG

families--5.6 percent--report earnings while on aid. It is not clear

‘ S gﬁether this 1gw rate of employment reflects weak incentives for AFDC-FG

| recipients to work or whether it reflects the few skills these women have
to sell in th job market. Without additional tnformation on AFDC-FG
recipients, wf cannot draw any further conclusions about these rec1p1ents

employment 51tuation

»

1. EVlwood and Bane, Dynamics of Dependence: The Routes to
Self-Sufficiency (Cambridge, MA: TUrban Systems Research and
Enginéering, Inc., June 1?83).qt

-~

pnogram‘(they constitute roughly 80 percent of all AFDC case1oads) and (2) .
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It is reasonably ‘clear from the ava11ab1e evidenre, however, that

women on aid constitute the 1§bor force's ﬂeast desired. most. disadvantaged

' . aroup of unemployed persons. For example, the data show that female AFDC

rec1p1ents do not berefit significantly from improvements in the economy.

Chart 1 illustrates the re1ationsh1p between the Family Group caseloads and

the number of unemployed persons. The chart shows that although the Family

Group casejoads increase and ded{ease wiEh the number of unemployed, qhe
'caseload changes are relatively amall. This pattern sugﬁests thaf, while
the availability of employment oppbrfun1ties affects AFDC-FG recipients'
ability to get off welfare, other factors are more important. in affecting
theirlphances of finding a joh. Some of ‘these other fadtors may include
low skill levels and the lack of available transportation or child care.

In addition, the available data show that it takes about a year
before improvements in the economy affect the employment status of AFDC-FG
recipients. Chart 1 shows that when unemployment goes up, AFDC-FG
caseloads jnnmdiately increase. Nﬁen unemployment declines, however,
AFDC-FG caseloads continue to inc%ease'for-abdut'one year. This one-year
lag between changes in unempToyment and AFDC-FG caseldads reflects the
persistently poor prospects that these recipients have in the job market.
As employment conditions improve for the general public, employment
opportunities for AFDC-FG recipients remain depressed. When unemployment
increases, AFDC-FG caséloads follow suit with 1ittle or no lag. This™ trend
is typical of the "last hired, first fired" phendomena, common to many
1ow-skiﬂled workers.

Long-Term AFDC<FG Recipients. The AFDC-FG caseload is not

hodngenous; however. Some APDC-FG recipients remain on aid for a long

27
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' - Chart 1

AFDC-FG Caseloads Indirectly
Affected by Unemployment
(a1l fiqures in thousands)

~
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time,-whi1e.othen’recip1ents receive nssistance for only.a short period of
| time. Ace(yding to a nationa1 study, one-half of AFDC-FG recipients stay
;enf | on aid for Tess than two years. The studv considers these 1ndiv1duais to
" be short-term AFDC-FG recipients. The other half ef the AFUC-FG '
recipients--the long-term recipients--stay on aid for more than. two years.
These long-term recipients stay on aid for an average of six years. ~'“?/’
The charatteristics of Tong-term recipients suggest that they have
: ., the fewest job skills of all recipients,fénd therefore have a greater need
for emb1ovment assistance than the-short-tehm recipient. In particular,
long- term re01pients (1) have severai children and (2) never graduated from
high schop]. The study found that because of their m1n1ma1 job skills,
these women 1eave we]farelprimarily by getting.married,:instead of by
increasing their income. o : . | ..

The nat10na1 study pain.s a different picture for short-term -
recipients. These women stay on aid for less than two years and 1eave the
AFDC program primarily by_increasing their income, a1th0ugh some get off
aid by getting married. These women are more 1ikely than 1ong-term .
recipients to have high school dip10mas;' o ‘ |

conclusion. From the above, we conclude that long-term AFDC-FG

recipients have the mest o gain from WIN services. .Most of these'women do
not. bave recent job experience and are not 1ike1y to find a job on their
" own. In contrast, short-term AFDC-FG rec1pienfs have a much higher
prnbabi1ity of findirg-employment without assistance. Accordingly, we
~believe the Legislature can improve the effectiveness of the ‘state's |
WIN progran by assigning the highest priority for WIN services to iong-term

AFDC-FG recipients whe lack recent job experience.

30




Men on AFDC-U.’ The.emp1oyhent situat1on,of AFDC-U recipients is .

m%ch different from.that of AFDC-FG.recipients. Nh11e AFDC-FG recipients
the weak ties to the labor market, AFDC-U rec1p1ents--pr1mar11y men--have
strpng ties to the job market. This close link to past job exper1ence is
'¢emonstrated.1n tWo.ways."'First, many AFDC-U'recjpients a1so.rece1ve
Unemp1oyment Insurance benefits, which are available only tdlindivigua1s
who recently became unemp1oyed.’ o . _ |
; Second, ma1e AFDC recipients benefit s1gn1f1cant1y from 1mprovements
1n the economy. Chart 2 shows ‘that, between 1969 and 1982, the AFD»-U
j caselnadq 1ncreased and decreased cignificant1y as the number of unemp1oyed
;7 warkers in Ca11forn1axpase and fell. Between 1972 and 1974, for example,
j the number of Unempioyed workers declined by 25 perceqt, from 808,000.-
3 persons to 610,000 persons. During this same period,ﬁAFDc¥U caseloads were
| reduced by half, fa]]ing ffdm 60,000 to 30,000 cases. |
" Moreover, ma'e recipients do not experience a bne-yeér lag between
reductions in the unemployment rate and reductions in AFDC-U caseloads,
Chart 2 shows that, when;unemp1oyment goes'up,.so do the AFDC-U caseloads.
When unemploiment dacreéses,_so do the AFDC-U caseloads. This direct-link ’
~ . between AFDC-U caseloads and unemployment is extremely significant;:if
indicates that the emp1oymentquz?ntia1 of most AFDC-U.recipients.is
largely determined by the availability of jobs suited to their skills,

Long-Term AFDC-U Recipients. As with AFDC-FG recipients, there are

long-term and short-*erm AFDC-U recipients. The DSS does not maintain data

on the length of AFDC-U spells--that is, the length of time male-headed

31
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" families had Beeﬁ on aid when the family stopped receivingassisfa;Eet

s

1

Neverthe]ess,'by compariné avéilablefdata_for men and women, we estimate

that more than{SO percent. of AFDC-U families experience spells on aid ‘ . o

.i1asting less than one year. This finding confirms that, for the large

" majority of men, we1fare.pr091des temporary income during periods of | agg

unemployment, . o | ¢
There are, however, AFDC-U recipients who remain on aid for lengthy

periods. The research summarized in'Tab1e 1 suggests that 1ikg long-term

9

g AFDchG recipienfs, these persors are more Tike1y to benefit from WIN

~

services than short-term aid recipients. : ' R

Conclusion . N

‘Based on a review.of the availab1e'rgéearch data, we conclyde that
Tong-term AFDC recipients--those who héve not worked within the past two
years--should be targeted for WIN sgrvices. This does not mean that ﬁhe
needs of other recipients should be ignored. On the contrary, all A?DC
recipients should be encouraged to actively seek émb1oyment. In terms of
using the limited funds available for emp1oyﬁent services, however, the
available evidence strong1y suggests that these services have a greater
impact. when providedbto men and women who do not have recent job
experience. | |

Currently, the state does not effectively target employment services
to those who will benafit the most from them. Indeed, by providing

services primarily to AFDC-U recipients who recently qualified for aid, the

t

I. The D35S only collects data on the 1ghgth of time current recipients
have been receiving aid. These data, however, significantly
under-report the number nf short-term AFDC-U cases. This is because
many of the short-term cases have come on and gone off aid before the
data were collected. /' '
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state is targeting services to AFDC recipients who are essentiaiiy(
job ready This tends to minimize the effectiveness of NIN resources in
heipinq AFDC recipients find jobs and become seif-supporting. In terms of
- +he triage analogy, the state s current strategy amounts to providing

medic.) services to wounded’ soldiers vho would survive even without medical
attention, | -

The state tarqets job-ready AFDC-U recipients 1arge1y because the
state measures the success of empioymcnt proqrams in terms of piacemenf

. rates (that is, the percentage of participants piaced in a job). Using

’ :.piacement rates as the primary performance measure encourages program staff
.. R to serve the job-ready because they are easier to place successfuiiy ina
| job, compared to those who 1ack recent. job experience. |
* The resuits of the demonstration programs find that the use of
placement rates to measure performance under the WIN program encourages the
state to serve the wrong target group. As one study comment5°

wgfforts. focused on [the job—ready] may appear more successfui'but. in

<"
Y

.in reality, make 1ittle difference in an underlying pattern of
improvement. In contrast, proarams targeted on those unlikely to
find jobs on their own may Took iess'successful but!‘in fact, resuit
in major changes in\hehavior.... This study thus provides further
confirmation that proqram operators will be misled if they use
proqram piacement rates as.a measure of program impact. nl

The use of piecement rates to reasure the success of employment

programs is intuitively appealing. This is because placement rates tell us
3

s

g

' T 'ﬁ“npower Developrient Research Corporation, Job Search Strategies:
, Lessons from the NIN Labo*atorvﬁ(November. 1983).
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‘services would_have gotten a job without those serVices. Thus, in these

BN
.......

g

how many participants fbuﬁe a job, which is, after all, one of the purposes

f of employment‘programs. ~0dr ana]ysis 1hd1cates, However. that placement

" rates do not adequately measure the success of" emp]oyment programs, for . .u%

several . reasons. “First, the mere fact that a person found a job does not o 1g.f
mean that -the employment proqram had a positive 1mpact on the training

rec1p1ent -This 1s because many Job-ready persons who receive.employment_'

cases, placement-rate statistics give a false signal: they indicate
success when;.in_fact, the program has had no discernable impact ‘on
part1cipanfs. N i . | . .
Second, p1aceﬁent rates do not allow the Legislature to compare the
magnitude of the impact that employment services have on participants. In
contrast} the 1ncrease'ih éarnings (expressed either in absolute dollars or
percentages) measu;es the size of the impact that employment programs have

on participants. This information, in turn, allows ‘the Legislature to

. target serQTces in a menner that maximizes the impact of these services,

Thus, to the extent that placement rates are used as the measure. of
success, WIN services will be targeted on those most likely to find
jobs--with or without WIN's help--rather than on those who can benetit the
most from these services. Because t@is strategy does not effectively

target WIN resources, we recommend that legislation be enacted to

redesign state employment and training programs for welfare reggpients SO

that services are provided to recipients who have not worked during the

previous two years. In addition, we recommend that the legislation

prohibit the use of placement rates as the measure of success for

employment and training;programs_and, instead, require that/increases in

participant earnings be the primary performance measure.
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' serv1ces the state shouid provide to NIN participants. In order to answer'

this question, we revieued the findings from a numbet of demonstration

. : f
- most cost-effective services offered under-various employment and-training -

_programs are job search afid 'skill training services. b f :

. ‘ ]
~. ‘. #. ,
| CHAPTER 111 TN o
= . WHAT TYPESF ‘SERVICES SHOULD THE . oy
STATE'S WIN PROGRAM PROVIDE? y .

In this chapter. we consider what types of empiovment and traihing

programs that cested the effectiveness of various employment and train}ng

services pro&ided to AFDC recipients, inciuding (1) Job search and

-.piacement services, (?) skill training, such as c1assroom and on the-Job

trairing, (3) supported work, and (41 work experience,

The findings from these demonsfrations lead us to conclude that the

Current Emp]oxment and Training Programs for AFDC Recipients

Table 2 1ists those empioyment and training proqrams designed to
help AFDC recipients in Ca]ifornia find e&p1bvment 7
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S e Table ? .
", IR Ca11forn1a Provides Mostly Job Search Services \ :
. , "L . "To AFDC Recipients; Training is . ~
LA Provided Through JTPA . ~
- . ’ . .. | . . _ 7 . ' :. 1984_85 .“,.::
| g . . \ . » 9& ' - Funding e
. - ' B - . Level (- 7"
Program -  Target Group Services Provided . - . (milliops) .
= STATE PROGRAMS: .- L o B
.‘Work Ingentive (WIN) ., AFDC-U Job search workshops and . $30,0 ..
. . supportive services S
, Emp]o ment Preparation - AFDC-U - Job search workshops in seven 8.0
T §14:2) . . .- - counties e L
Supported Work Pilot ~ Long-Term  Supervised work experience . . ' 0.9
' I AFDC-FG ; . -
California Welfare. = ~  None Skill training . 0.8
' . Employment Skills ~ : . o .
. raining Act STA)
~ Pilot . . _ ‘ ) o
"LOCAL PROGRAMS: ~ LT
< Job Training Partnersh{p, Nore . Skill training and supporﬁiwe o --a“,
Act (JTPK) - , ‘ | ,
-+ Total | o g . $30.7
a. Amounts spent on services for F'DC rec1p1ents aresnot available. Local . o
. proarams provide services to all low-income people, although they aree
reauired to serve AFDC recipients in proportion to their representation
in 'the 1ocal low-income populatior. - R , .
Table 2 shows that job search workshops cbnstitafe the primary employment
service provided to AFDC rec1p;§Q;s. Spec1f1ca11y, the sﬁate spends $38.0
m1111on, or 96 percent, of its emp1oyment and training funds on job -search
workshops. These. workshops qenera11y last three days and teach : , )
pa icipants how to €£ind job 0penings, how to interview for a job, and '

= ‘ 7

. . ~
- < . N




-

4

&

. they must contact a specified nomber. of empioyers in search of a job.

t

.their-productivity Pe

< L

rother basic job search skills., After completing the workshop, participants

are required to undergo 90,days of supervised_job search, during which time

»
3

In contrast to the $38 million provided for _job.search. workqhops,

the state has earmarked only $1. T Miilion ih 1984-85 specifically for

training, State and federa] funds support two pilot programs that provide .

training services: (1) the Supported Work program and«(?) the California
weifare Emanyment Skills Training Act (CWESTA) program. In addition, Ep
urknown “amount of funds support trainimo through the WIN program.

The Supported Work program 1s administered by the EDD and is °
1ntended to improve the productivity of participants by improving. their
workgﬁttitudes and habits. . In a supported work progrom, long-term fema]e

AFDC recipients are emp] yed in a subsidized ‘job and paid wagescbased on
JzioipantE)"graduate“ from their supported-work.job

to look for an unsubsidized job when their productiv1ty jncreases to the

. point where they are considered to be employable.

* Training Partnership Act'(dTﬁA) to provide training to AFDC recipients. 0

The CWESTA pilot is testing the effect of usivro a fixed
reimbursemenf rate to pay fraining providers. Under’the fixed rate
reimbursement mechanism, contractorq .are paid a specified amount for each

v

trainee who finds a 10b Contradtore are not reimbursed for anv trainee

' who does not find employment -

, In addition to the two pi]nt programs, the state relies on the Jpb

Federal law requiresﬂiocai JTPA programs to provide training opportunities

to AFDC recipients in propdrtion to their share of the community's ‘low-

Yncome Rgpuiatioh. The DSS ingdicates that under the WIN .demonstration
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- AFDC rec1pienfs

nDemonstration Program Results’

o prnoram. it wili continue to rely upon JTPA to proyvide training services to ,

SN

We reviewed the results of eight separate evaluations of emniovment
and fraininq services in order to determinethe effectiveness of various
types of serVices commoniy provided to WIN participants. The resuits of
our review a.. summarized in Table 3 The costs.and ‘benefits shown in the

tabie are_primariiy derived from the demonstration program resuits. In two

cases, however, we estimated the costs of the serVices provided using atﬁer

‘appropriate data.

_ Table 3 shows that’ voluntary job search services and skill training
(classroom, on-the-ich,.voluntary work esperience training) resuit‘in the

largest net henefits to recibients. ‘Net benefits in this case are defined

.as benefits (increased earnings plus qrant savings) less the cost of

AV s
providing th( services. The tabie shows that in the eiaht demenstra%gon

\

proqrams, jot piapement and supported work services were not found to \\f

'

prov1de cost-effective services. In additinn,imandatory job search and

work éxperience services were found not to result in net benefits. (The:

= effectivenéss of the mandatory programs in San Die%p County are based on :

preliminary findings that are subject to change whén the final report on
/

this demonstration program is issued in Fehruary,1985.) The effectiveness
/

of each individual service is briefly discussed/below.

Job Placement. The purpose of job piagément activities is to refer
; \
prooram participants to job openings for which they are qualified.

i
/

~, ,
4 ; v
i
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Toble 3 °

Voluntary Job Search ard Skill Training

. Achieve Largest Net Benefits

-

who did not ‘have recent job experience, .

) -35-

Average
Cost Annua ' .
a Per Increase Length of Time Reduction in Net .
Program” Trainee In Earnings Benefits Continue Welfare Costs Benefit

Yoluntary Programs . ’

Job Placement: < o ‘ _
A1l women $300 None Not sianificant "None -$300 [’
A1l men 300 None Not significant Ndne =300

Job Search: ' - .

A1T women 350 $575 2 years - - None 750

. * Without recent 350 1,400 2 years ; None - 2,325 .

job experience .
Ski11 Training: tT
A1l women 2,400 1,300 '3 to 5 years None 1,755¢
Without recent 2,400 2,500 3 to 5 years Yone 4,440c
job ernerience .
A1l men 2,400 200 Not significant None -1,850°
. - ‘-
Without recent 2,400 4,500 Not significant None 21007
job experience ! .

Supported work: .

A1 women - 5,600" 700 3 to 5 years $775 -2,9008

', Without recent 5,600° 1,200 3 to 5 years 775 T -1,540°

job experience . . .

Mandatory Programs .

Work Experience:

: x
Massachusetts (me¥) 450 Mo significant effects
Food stamp {womep)t 50 185 3 months 37 177
" " men) 50 -150 . 3 months = S -177
‘San Diego (woneg)f 750 -1 6 months- v 48 -6689
» " (men) 750 8 6 months 198 -3389

Job Search:

San Diego (women) 600 113 . 6 months 6 -3629
“ 47 (men) 600 11 6 months 62 -4549

3. Appendix B lists the'ituaies we used to determine the effectiveness of these
services, .

b. Net benetit is defined a2s the sum of increased earninns and welfare grant
savinos less the cost of the services. The increased earnings are N
discounted at a rate of 10 percent annually.

¢. Net benefits assume that earnings increases last three years.

d. Estimated. Supported work costs are high because the program pays wages to
participants. -

e. Net henefits assume that increased earnings last three years; grant savings
last one vear,

f. Services provided to participants include Job search training and work
experience, :

g. Results are preliminary, Het benefits assume that increases in earnings
18st cne year: arent savings last one vear. .

h. Results are inconclusive due to the small number of men receiving training

o
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The results of research conducted to date indicate that job

placement services do not Jresult in ‘earnings gains for recipients. In

addifion, because Job placement serv1ces do not result in, increased

-earnings for program participants, there are no corresponding grant savinqs

‘.associated with this type of service.

Job Search Services.' Job search services differ from job placement

services in that search services teach participants how to look for a job
rather than swmp;; refer them to partic:iar job openings. |
~  Table 3 shows that job search services result in substantial
1ong-term.benefits for participants. These services especia]iy help those

who do not know how to lock for jobs, or those who.lack recent job

experience. The hiqher earningq of iob search partic1pants were not due to.

' higher houriy wages. Rather, they were due to the fact that recipierts of

job search services worked more haurs than those individuals who did not
receive such services. This suggests that job search services do not

enahle participants to find higher paying jobs, but. .instead help

'individuaié“iocate Jjobs offering'more hours of work. In additign, the

gains in earrings nf.ﬁob search participants persisted for at least two
vears after program participation, |

- The increase 1in earnings experienced by women in this:group did not
translate .into significant AFDC grant savings. ihis is 1argei¥ because
federai Taw allows AFDC recipients to deduct child care cosfs}and a
specified amount of carned income. from their family income for purposes of
determining the size of the AFDC grants to which they are entitled. Such
exemptions erahled these women to increase their earnings without

significantlv lowering their AFDC granrts.

*
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Ski1l Training. ’Three types of trainihg have long been offered B 3,‘3;

under the WIN program*' classroom training, on-the-job traihinq, and

valuntary work experience: Classroom training. fnvolves instruction, : { ;#g

~ provided primar11y in a classroom setting. Classroom training can offer

training 1n vocational skills or basic education and language proficiency.

On-the-iob traih{gg provides vocational instruction while the participants

work for an employer. Voluntary work experience permits individuals to

attain job experience by voluntarily working for a public agency for .up to

13 weeks.

Although the federal government confinues to spend billions of
dallars on skill training programs, it has never sponsored a test-and-
éontro1-group demonstration desighed to determine the relative benéfits
yielded by these services. In;;eéd,'ﬁt has relied on simulated test.and
control groups 16'order to reathconc1usions on the effectiveness of skill
training'servfces; - | V\\ | |

We reviewed the findings of two such simu1atioqs. In our judgment,
both provide unbiased estimates of the costs and benefits of skill training
prdgrams tarqgeted at low-income workers. |

Bbth studies reached similar conclusions about the benefits of
training, even though they assessed different programs (WIN and CETA). The
ctudies concluded that skill training resulted in significant gains in
participants' earnings lasting at least three to five years. In addition,
the costs and benefits of all three types of skill training--classroom
training, on-the-job training, and voluntary work experience--were similar,
Classroom training seemed to achieve the highest increases in earnings,

while on-the-job training resulted in somewhat lower increases. The
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differences in the benefits-between these services, however, were nbtT

_,l:\

considered to be significant. " -
The 1ncfeases in eérn1ngs resulting from these training services
stemmed largely from.gp 1pcrease in the number of hours worked, not €rom an
increase in wageé;' Only one-fourth of.the.increaség in earnings was due to
higher wages: The remaining three-fourths of the increase was due to
increases in the number of.work hours. (Increases in work hourg may '
reflect increased desire to find a job, increased %bili}y to find and keep
"a job, or increased ability to find a fu11rtiméljo§ rather than a part-time
job:) The gains: from this type of trainin¢ appearkto continue for at 1eas§
three-to-five years; As with job. search training, no significant grant |

savings resulted from skill training programs because of .he income

deductions permitted AFDC recipients.

" Supported Work. Table 3 shows that the SUpported work programs
resulted in negative net benefits. This is becauce thé relatively high
costs of these prnarams offset the gains in income and grant savings
resulting from the provision of these servicgs. o

Although ‘the suppnrted work.programs--which averaged nine months of
services--dic not result jn'éﬁpositivo net benefit, they did,resultlin
significant increases in earninés for all long-term female AFDC recipients, -
with the larqgest gains being mgde by women with no recent work éxperience.
For this group, the increases in earnings Qére due to increased wages, as
well as increased work hours. In fact, 42 percent of the earnings
increases associated with the supported work programs were dué to- increased
vwages. The remainder of the increase was the result of an increased number

of hour§ worked.
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The gains 4n earnings from subbortéd wokaﬁart1C1p5tion_seemed to

- hold up over time, Specifica11y,’€hese.ga1ns did not decline significdntly

after three vears. . ' ' §

B Supported work training alsv resulted in AFDC grant savings. This
is because the earnings of supported work participants were either (1)

large enough to make them ineligible for aid or (?2) large enough to reduce

‘the size of their AFDC grants. To a certath extent, the grant:savings'

produced'by thé Supported Work. program werel1arger than those attributed to

other programs because supported work trainees had smaller child care

--expenses. Specifically, very few supported work participants had children

2o nn

under six years:old who reduired full-time caréi:_ Instead, most trainees

had children between the ages of six and twelve who only required some B

after-school attention. By targeting services to women with older

children, the Supported Work programtwas'able to limit dgductioﬁs for Qh[1d |

( -_I-.q N

- care costs, and thereforé increase--relative to other programs--AFDC §§5nt

: (.-A.\t 4
savings. - . _ g \

Mandatory Work Experience: In general, mandatory work experignce
A

programs require AFDC or Food Stamp recipients to work in assigned jébs for

a specified number of hours each month in exchange for their benefits. Thg

rumber of hours worked by each recipient is determined by dividing the
family's monthly grant by the minimum wage. | |

It is somewhat diff%cu]t to evaluate work °xbe-rience demonstration
proarams because the research.findings Feported to date either are
proliminary_gk lack adequate supporting data. _0ur review of these
findings, however, cause us to conclude, on a preliminary basis, that work

experience programs do not result in significant gains in earnings to men.

The benefits of work experience programs to women are mixed.
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we revieWed.two studies invoiving.women in work-experience programs: o

‘the Food Stamp Norkfare proqram and the San Diego work Experience program.
Both programs aiso provided job search services to AFDC recipients before T J ;gg
'they entered the Nork Experience component The experiences of women in

these two experiments were.not eonsistent: the women’ “in.the Food_Stamp -

\ experiment shcd?d net/gains in income and grant savings; the women-in tue ‘\
h San djego Work Experience program showed no.gains in earningé{ ' |
It is not'ciear whyithe-resuits from the two programs are so | !
different. .One_possibie explanation is that the programs served different - . .
types of recipients. Nhiie the San Diego program served only AFDC |
~ recipients, the Food Stamp experinent involved both AFDC clients and
noanFDC recipients. : In any event, unti] the final San ﬁiego resnits are
puh1ished we cannot draw firm con61usions about the_effectivenees of work
experience proqrans for women. | : |
"The effect of work experience services on the earnings of men,
.however, seems clearer. These services-did not translate into significant ’
;increases in earnings for male participants. One evaluation concluded that
"work experience treatment made 1ittle difference since most job finders .
would have fouhd work anyway, while the hard-core nnempToyabies appear not -
" to have been changed by their 'experierce."-1 |

Table 3 shows “that mandatory work experience programs did produce

N

arant savings, The .grant savings, however, resulted not from increases in

earnings of AFDC recipients, but rather from the sanctions applied to

families whose head feiled to participate in the program. For example,

|

T. Barry Friedman, et. al., An Evaluation of the Massachusetts Work
Experience Program (Waltham, Massachusetts: Brandeis University,

ctober 1
46
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-Whenévér the head of the hpu;ehq1d for an AFDC-U fém11y:fa11ed'to_ o ;g‘ '  . e
satisfactorily participate 1nlthe"program. the entiré'fam11y lost its
grant, In contrast, the grant for an AFDC-FG family was reduced (but not - .'5%5
eliminatgd) whenever ‘the head'of.the.hdusehbld failed to sat1sfactori1y -

_participate in the program.

Grant Savings Under Current AFDC Rules | . ' R
May Be Higher I - ‘ |

m
v ’ l‘-

The studies summarized in Table 3 found that emp] 6ymend and training ' Y
‘services provided to voﬁuntaryfprogram participants did not dring about .
significant'reduct1ons'1n the AFQC grants qoing to- these pért{c1pants..
This.is 1argéTy because al]pwable deductions--such as the $3D-and-ohef )

| third earned income deduction--enabled AFDC }ecipients to.increg;;.their
earnings without lowering their AFDC grahts.v S{néq those studies wéle :
completed, the federal goyerhmentdhas limiied the length of‘f1he that these
¢gductions'are availabhle to AFDC recipients. Currently, the 530 deduction
is Timited to 12 months and the one-third deduction for the. remaining
earned income is limited to 4 months. At the end of the 4- and 12-month
periods, earnings afé fully deducfed from the fam11y'§ grant on a
dollar-for-dollar basis. ' |

These 1im1ts.on earned-income may affect the impact of employment \'
and training services cn AFDC grants in two ways. F1rst, 1%mit1ng the
earned income deduction may reduce the incentives for AFDC :Zcipienfs to
work. Thisuis becouse afier the 4- and 12-month periods, working while on
aid will not increase the family's net income. To the extent that this
lirit. on the eavred income deduction reduces the incentive of the AFDC
recipient to work, the impact of emplnyment and training services on

earnings may be smaller than what has been faund by the demonstration

programs.
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Second, 1ncfease$'1n earn{ngs thdf can be attributed to these ' _ g§

emp1oyment and training services are now more 11ke1y to generate qrant
savings. This is because the new federa1 ruaes do not permit AFDC ‘
.recipients to. take the $30-and-one-third deductions.1ndef1n1te1y. Instead.
1n6reases in earning§ w111 re5u1t in a d911ar-for#Ho11ar reduction in the
family's grant and therefore result in lower drant payments after the 4-

and 12-month periods. Because the federa1wghangé§wwere;+mp1ementedumwij;

C BT rge oL

" recently, we have no data shoﬁﬁng the 1mpaé£'of these changes on an — ;w_;ﬂh

individual's incentive to work or on the level of grant savings achieved by.
& . '

WIN training proaramq

Mandatory VS, Vo1untary Participation 1n Emp1oymenf ' B | | ;_.

Programs . _ ) . |
[ab1e 3 allows us to compare the effectiveness of job.Search o I

services provided io mandatory and vo1uﬁtarz program participants.}'The ‘ % v
table suggests .that Jjob search services result in larger increases in o
~ earnings for voluntary pafticipants than for mandafory participants. Fbr
examp1e; women who vd1unteereq for job search services experiented an
annual increase in earnings avefaging $575.“wh11e wémén who were required
to participﬁte }n jot. search training experiencedgan increase in earhings-' "
of $113, 'This suggests that voluntary programs may elicit larger average
gains in earnings for participants.\ The final results from the San Diegqo
expprimen; ﬁay shed additional 1ight oﬁ the relative effectiveness of

veluntary and mandatery programs.

Recormendations

CWESTA “eeds to be Redesigned. As discussed above, the CWESTA

proaram is testing the use of fixed-rate performance contracts as a method
for reimbursing training contractors. Under CWESTA, providers are

reimbursed based on their placement rate. As we discussed in Chapter 2,
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S this emphasis on:p1acement fatés’encourages émp1oyment brpgfaT? to serve
}ndividuals.who are job-ready. This.is becauﬁe tnainjng.the job-;eady
invariably resuitﬁ_fr higher pﬁacement rates,'and theréfore highef«profits

to the training pF;viders. As a result, recipients lacking recent job | ' . -',t;

s experieéqe-probab1y y11i/no; receive CWESTA training where this s . j;
reimbursemenﬁ mechanism is used. S /// - - - T

We aqu‘showed in Chapter 2 that brovidiﬁg';mp1oymen; services to .
1pdjvidué1s'who lack recent job experience--that is, those who are not the |

job-ready--resu1ts ¥n the largest .income gains.

Therefore, to ensure that CWESTA training is provided to individuals

who are~11ke1y to benefit mosf from such training, we recommend the_"

enactment of 1egis1ation modifying the program's reimbursement mechanism so

that increases in recipient 1ncome--not‘§1aéemeht_rates-ﬂis the basis for

“reimbursing training providers.

Need io ReView Current Supported Work and Job P1acement_Programs.

- Research-completed to date finds that the cost of supported work services
exceeds the increases 1in participan;_earninés and grant savings |
attributable to these services. .Thus, as shown in Table 3, the provision
of shpported work services is not a cost-effective means for enhanc{ng the
earnings of AFDC recipients., Table 3 also indicates that job placement
services are not cost-effective, for the same reasons. '

In 1983-84 the state spent $9.3 million from the General Fund for
programs providing supported work and job placement services. The state'g
supported work pi{ot cost $900,000 in 1983-84 ($300,000 General Fund and
$600,000 in federal fund%). In addition, the state spent $9.0 million from

the General Fund on job placement services provided through the Job Agent

*




and Service Center.programs. The services provided by these two programs

are avai]abIe to. both AFDC recipients and other “economica11y

| °
A

disadvantaged."
Not only do the research findings cited earlier in this chapter cast

doubt on the cost-effectiveness of supported work and joh p1acement
>

'serv1ce< past eva1uations of the programs offering thg;g,serv1ces in

California also 1nd1cate that they are not. cost-effectdve m%ans of he1p1nq

individuals find Jobs. A 1976 EDD~study of the Job Agent.prOgram, for .

example, ¢ oncluded that ‘the role of the ‘job agent tended to resemble that

e

.cost effect1ve." A Department of Finance study of the effectiveness of job -
agents conducted in 1981° conc]uded that the agents do not "have a

predominantly difficult to-place case1oad as the program intends that they

.\shou1d.“1 Similar evaluations of the Supported Work -program indicate “that

the services are not helping AFDC recipfents find Jjobs in a cost-effective

manner. In a 1982-83 eva1uation of the program, EDD concluded that the

."cosfs to operate the program exceeded the benefits" of the services to '

recipients and the_state.2

‘Substantial changes have been made to both the Job Agent and
Supported Work programs since these evaluations were conducted. As a
result, we are uncertain as to the effectiveness of these programs at the

present time. Therefore, we believe an jntensive evaluation of the

effectiveness of these programs is warranted. Accordingly, we recommend

.
[}

Fl

. | . :
T. Ca11§orniaState Department of Finance, The Job Agent Program (October,
1981 _
2. Employmeht Develnpment Department, Welfare Employment Programs: °
1982-83 Report to the Legislature.
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" EDD conduct {n-depth eva1uat1ons of the!ggb Agent Service CEnter, and

Supported Work programs in order to 0 determine wheth%g these proqrams
)

'provide cost-effective serv1ces to AFDC recipients. and other economically

: d1sadvantaggd persons. Ne further recommend that the.depargpent aldo

determine the re1atf§e effectiveness of these services.combared to Jjob

search‘assis}ancei,as well'as on-the-job and other training services.’

. . . . ° v . .. \
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CHAPTER Tv " - L\ T L

. ) NHAT ROLE ‘SHOULD LOCAL LABOR MARKET LY

- ~ CONDITIONS PLAY IN THE' STATE'S WIN STRA av? S

N . F - “\; .

®

Local WIN proqrams do not 0perate.1nerendent1y of the local

- economic and political env1ronment This chapter d1scusses “two factors

<

that, at the local 1eveh can affect the success of tmp1oyment and tra1n1ng |

serv1ces furnished to AFDC rec1p1ents under the NIN program'.-(l) support

&

of the local government and (2) 1oca1 econom1c cond1*1ons. ' v

'SuFQort of Local Government {s Esse £lal. .
0 a oord1nated WIN S‘rategx —

a

The, success of the NIN program 1s)heav11y dependent on the supportg

-
of local offic1a1s. for two reasons. . F1rst, 1oca1 governments current1y

desiqn Job Tra1n1ng Partnership Act (JTPA) programs that prov1de emp1oyment

 services to, AFDC rec1p1ents. ,Second, 1oca1 government opposition to

certain types of emp1oyment programs can 1mpa1r their operation and

¢/

effect1veness.

. X
e ana1 éovernments Current1y~Design Emp1oyment Programs. Under the

| JTPA 1oca1 agovernment and bus1ness off1c1a1s design tra1n1ng programs that

"prov1de serv1ces 'to econom1ca11y disagyan¢aged 1nd1v1dua1s, 1nc1qd1ng AFDC

recipients. These officials also set priorities for spendinq JTPA funds,

determine the types of services to be provided, and.approve the

N

administrative structure used in de11ver1ng these services. L

" Because the JTPA program began only recently, it is too ear1y to ¢

o
~ eva1uate the effectiveness of the services it provides to AFDC recipients,

Nevertheless, our program-reviews have 1dent?f1ed several prob1ems w1th the

-46- | 50 . t 'y
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o ,
= design'of'1oca1'JTPA-prograns. First, local governments generally are . ; — ~ K

providing employment. services td job-rrady eahdidafes‘i This is because ' -

- . . . . ¢ PR

JTPA provides financial 3w&rd to brograms.uith'high piacemént rates. As

: ' discussed in Chapter 3, the use of placement rates as 3 performance measure. %
. encourages program managers to target services on recipients who are X ;
';_“: iob-ready and discourages them from training AFDC recipients who would f“?

[} 13 -~ [ AR
¥

benefit the most from such traininq (those who lack recent. iob experience)

. ’ Second, in most communitigs- there is no formal coordination betueen oot

- LY . o

serviges prov1deo‘by local. WIN offices and JTPA programs. As a resuit. .

AFDC recipfients who desire JTPA training must take the initiative,

themseives by qoing to JTPA offices* The 1oca1 JTPA staff then assesses 2

L]

.}Q' :; the individua1 for‘needed services, even though “the WIN program may aiready |

have determined that the person does rot need traininq in order to find a
o .

o - job. The DS< advises us that it has no, pians to increase the coordination o Z_V;

i between the VIN. program and JTPA.

Locai Government Opposition Can Hinder Smooth Program . ..

v \." :(, Img]ementation. The second reason why coordination at the locai 1eve1 is
Lt T R S
N impnrtant is that opposition by ‘the’ countjies can impair the smooth .

operation of certaim types of programs, - such as.mandatory work experience.
Two work exporience prourams imﬁiemented in Califorfiia in 1972 and 1982
B .111ustrate tue.importanne of community.support. In 1972, California beqan
‘the Community Work Experience program (known as CWEP), 1n spite of h¢5~
0Pp0§1t10n from weifare rights ‘and community groups, as well as from many | =
.county qovernments. This oppOSition resu]ted in ur ven impiementation ;\p
' court rhaiienges, causing the proqram to never really get ‘off the ground.
According to EDD, “&ppOSition in some counties designated for CWEP was

»
A RS
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reflected in limited participation, or refu\aT'to participate, by the
coﬁnties and ioca] governﬁent Jurisdict{ons.“' In some counties, strong
opposifﬁon_peént that "getting CHEP'assigﬁEehts_iﬁ any public agency was
vgry\difficult."l ‘_ Co. |

" In contrast, the demonstration work eiperiehce program initiated in

San Diego for AFDC'applicanés was bequn at the reqyek;ﬁof the county.

Moreover, the county paid for half .of the work experience program'§
administrative costs, with the }ederal,government paying the-other ha]f. E
Not surprisingly, the San Diego project, uq]ike the earlier program, has
been implemented reasonably smoothly and quickly.: - |

Conclusion. We believe that state aqd local coordination of WIN and

JTPA services is essential if the impact of these services in terms of
increasing participant earnings and reducing AFDC dependency is to be
maximized. There are two major reasons why coordination is essential.
First, coordinatign ensures that both ]eve]s of government are working
towards the same goals. Second, coorgjnation between the WIN and JTPA
programs offers an opportqnity to eliminate potential duplication of
services.

‘\ Coordination could be facilitated through formal agreements
outliﬁing the duties of the state and local entities in implementing their
employment programs. Absent these'agreements,_state and local strategies
probably will differ sianificantly, thereby blunting the effectiveness of
the WIM and JTPA services provided to AFDC recipients. Furthermore, under

a inint aqreement, the WIN proaram could agree to assess fecipients for

services and provide needed supportive services. In exchange, the JTPA

1. Employment Develnpment Department, Final Report on the Community Work
Experience Program (April 1976).
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provider.would agree to train AFDC recipients gﬂlx if designated for
“trpfning by the WIN prograh. Such an agreeﬁent would help eliminate
potential dup1ication.and'ensufe both the WIN and JTPA programs followed
the same targeting strategy. Without explicit coordination, recipients
could be assessed for services by both programs. |

In order to facilitate coordination of employment services, and

thereby enhance the overall effectiveness of these services, we recommend

the enactment of legislation requirinu local WIN offices to enter into

formal agreements with Tocal JTPA proarams calling for (1).AFDC recipients

lacking recent job experierce to be given the highest priority for

~ employment and training services furnished by both programs and (2)

‘elimination of those intake, assessment, and training activities that are

duplicative.

State's Strategy Must Consider the Effects of
Local Economic Conditions

hesearch indicates that local economic conditions significantly
influence the success of the WIN program in helping AFDC recipients find
jobs. Sbecifica11y, the supply of, and competition for, jébs in
occupations éuited te the skills of AFDC recipients-are major factors in
the Succeés of 1oéa1'NIN brograﬁs. One study cited the following three
variables as. important factors affecting the success of l1ocal WIN programs:

] The Presence of Low—wagé Industries. Since AFDC r;:?hients often

have few skills, low-wage industries--those hiring Tow-skill
workers--are 4 major source of jobs for AFDC recipients. Fewer
1ow§wage jobs means fewer AFDC recipients are placed in jobs by

the WIN program.

39



® The Size of the Local Poverty Population. Largér numbers of poor

people result in increased compet%tion‘fdr available low-wage

\ i6bs. Increased competition for ‘obs means fewer successful
A

il placements under the WIN program.
{

e The Rate of Local Emp1qyment Growth. Local economic growth can

increase jinb opportunities for AFDC recipients, both directly and
* indirectly. Local economic. growth can create new- job openings

directly for AFDC recipients to the extenf that new'jobs*are"

compatible with the skills of such recipients. Economic growth

also can create job opportunities indirectly for AFDC recipients

by permitting workers with the required skills to move up to-

better jobs. As these workers advance,'they 1eave-ground:f]oor

employment opportunities for the less advantaged job seeker; such .

as AFDC recipients. 1 |

These f1nd1ngs suggest that the ava11ab111ty of jobs suited to the

skills of AFDC recipients is an 1mportant.1ngred1ent of a successful WIN
program. But what happens when there are few such job bpportunities,ih a
given area? Research conducted to date indicates that during times of high

unemployment, the number of jobs available for\AFDC recipients falls

.'~.”1 MitchelT, J, Mark L. Chadwin, and Demetra S Nightingale, ImE1ement1n

Welfare- Fmp]oyment Programs An Institutional Ana1ysis of the
Program (Washington, D.C.: Urban Institute, as cited in Evaluation
Design Assessment of Work-Welfare Projects prrke1ey, California:
BerEeley'FTann1ng Associates, 1980]).

2. Pacific Consultants, The Impact of WIN II: A Longitudinal Evaluation
{Berkeley, Califarnia, 19/6). :
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Increase Loca1 Autonomy Over the Types of Services Provided Under

WIN. The DSS has no p1ans to a1ter 1ts WIN strategy 1n order to
accommodate 1oca1 economic conditions. Instead the DSS plans to require
AFDC-U recipients to participate 1o Job search workshops and a sybsequent

o

supervised job search, regardless of how many suitable jobs are available

Tocally. -Eocal WIN managers will have .no authorify to alter the types of

services provided to participants. This.authority will be refained by DSS'
central office 1anacraMento. | 7

We conclude, however, that teaching job search skills to AFDC
recipients: when there are few iob operings. in the loc21 labor market does

not make sense for most recipients. In fact, asking 1ong -term AFDC

recipients to search for jobs when few jobs exist in their local area may :

be counter-productive by reinforcing their own feelings of inadeouacy. As

one study concluded, "whi1e it is always troe that turnover and
fIPm-SpPC1f1C expans1on will create some job openings, even in the worst of
times, it is important to recognize just how severe1y 11m1ted Jjob
oppor?unitjes become for the.disadvantaged in times of recess1on.“f

Given this, we believe it is essential that the state's employment
and training strategy be f]ekib]e enough to adjust to changes in local
labor market conditions. For example, in times when few suitable job
oponans exist, the state's strategy should de emphasize job search tra1n1nq
and instead emphasize attaining more salable skills. During periods of
depressed labor demand, job search services could be limited on]yrto those

individuals who have skills for which there is a demand in the curren:z job

market, but who have not worked recently. In summary, it is a waste of

1. " Pacific Consultants, 197/6.
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resources to requife a job search by people who have virtually no chance of
finding a job. _
™~ As job séakch {s de-emphasized, there could be an increased emphasis.
| ~on skill training in-those occupations for which there is a demand in the
labor market. Incréasing the‘amount of skill training provfded under WIN .
| would (1) reduce the size of the: Tow-skill population in the local area and
(2) focus-the employment goaTs of AFDC recipients on jobs outside theu
Tow-wage segment of the labor markgt that are available to récipients‘with Y
" a moderate amoupt of training. |
Altering 1ocal programs ;o'accommodate changing economic conditions \
_would require that local program administrators be vested with |
) responsjbi1i+y for, and authdr}ty over, the types of eﬁp1oyment and
training services provided to'AFDC recipients;, This responsibiﬁity is.

- " " pecessary because an understanding of local labor markets--that is, what

e

jobs are currently available and what jobs will be available in the
‘future--is essential if an effective employment and training strategy is to
be implemented. Directing ‘the mix of services--job séarch or skill
training-~cannot be done by the central DSS staff in Sacramento.

Therefore, to maximize the effectiveness of WIN services, we

recommend enactment of legislation giving local WIN managers responsibility

for determining the types of services provided locally. We further

recommend that the proposed legislation require 0SS to develop guidelines

and procedures providing local managers with the information needed to

determine the appropriate types of services to;prbvide under different

“economic conditions.




CHAPTER V-
HOW CAN THE STATE ACHIEVE REDUCED HELFARE |
DEPENDENCY AND INCREASED GRANT SAVINGS? "
s chap}er. we identify a stratégy.designed'to maximize the -
positive impact of gmp]oyment and training sérv1ces on AFDC recipients.
This strategy is based on the find1ngs'rgp6rted in previqus,chapters. g/
' As we discussed in Chapter 1; the QIN pfqgramlcan be adm1n1stered.7
achieve twn different goals: (1) .to reduce we]ﬁére~dgpendency by . /'
1ncreasing_thé earnino'powemaof AFDC recipients and (2) to.reddce AFDC
grant expeﬁditures. The eight demonstration programs that form the bas s
for this report indicate that both goals are not automatica11y achievep by
a sing]e strdtegg. Instead,.the resul ts of these.demomstrations sugg#st
that a two-tiered strategy is nge&ed to achieve these goé]s at tt'ae'17i'westlM
possible cost. o - ) o

/

EDD S Estimatp of WIN-Related Grant Savinqs

The DSS be]ieves that its current strategy of providinq WIN job )
search services to newhy registered AFDC-U rec1p1ents max1m1zes grant -
savings, and at the same time helps the maximum number-of AFDC recipients
escape . welfare dependency. The EDD estimates that WIN services resu]ted in
grant savings totaling $220 million in 1982 83. Thus, according to EDD, |
total AFDC pavments would have bgen 7.6 percent higher in 1982-83 had it
not been for the NINDprogram. "

| We believe that EDD has overestimated the impact of the WIN program
on the AFDC caseloads, for two reasons. First, EDD's estimate gives the

WIN program credit for the jobs found by even those WIN participants who
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‘found jobs without the help af the WIN program, Eor example, the EDD
cogsiders a WIN partiéipant receiving placement as;fstance to pé a
successfnl placement.regardless of whether the individual's job resulted- I
from a WIN referral or froﬁ the individual's ownyindepéndent job séarch. 1
In this'way; the WIN program Eeceivés credit for any WIN bqrticipant who
finds a Job. Since a large number of WIN participants would have found
jobs in the’absence of'fhe NIN.pEogram. EDD'S estimate of grant savings is s

too high. | o |

" Second, EDD's estimate of WIN savings is too high because it-assumes
that the participént?wou1d have.reméined on AFDC for a pefiod of time equal

-to the average stay on aid for all AFDC recipients. However, as we . |
discu§$ed in CHapter 2, the DSS targets WIN services on AFDC recibients who
are not like the average recipient. These recipients invariably have - - %

recent joh experiénce. Because NIN~part1c1pantsahave recént Jjob

. experience, they are more Tike]y'to Stuy on-aid for perio&s of:time that

are shorter than those for the average'AFDC recipient. -

Two-Tiered Approach Needed - - At

- We believe the results of the empirical research reviewed for this
repart provide a relatively clear pictqre of the most efficient way for the
WIN prograh ton achieve its twin goals of reducing welfare dependency and
AFDC proaram costs. First, job gearch sefvices and skill training service;
should be provided to individuals who lack recent job experienc: (most
.often these are AFDC-FG reéipients).” The émpirica] work clearly- indicates

that voluntary iob search services and skill training services result in

increased income for AFDC recinients who have no recent job experience.
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We do not knew, however, whether 1ncreafing the income of ;heee AFDC
- recipients will trans1ate_1nto grant.sayingsm \The research results that we |
reviewed found no siqnificant relatio.ship between increased earnings and o
reduced grant expenditures. This is primarily b@cause at the time these
studies were conducted -Al'DC recipients could exempt 1ndef1n1te1y $30 of
earned income plus one-third of the remainder when calculating the' AFDC . . |
grant. Recent federa! changes that limit the 530;@nd-one-£h1rd deduction
to a specified'period of time may significantl} fnerease the chances that
emp]oyment and training serJiees will result in AFDF grant savfngs.
On ;he other hand, neducing the lengtn of tiﬂe during which the
allowed deductions are available may a}So reduce the incentive for
| recipients_eo seek a job by decreasing the benefits to recipients from
working, Unfnrtunetely;-we have no deta to help answer 'the question ‘of how
the new federal rule changes the work 1ncent1ves of AFDC recipients. |
"“—““*—-~-—Sefoné ~the studies suggest that mandatorx work experience programs

should be targeted on recipients with recent job histories. rThese_studies

indicate that grant savings result from requiring newlyEreg{Etered AFDC-U
— recipients (who,.by definition, were recently employed)'fo participate in
work experienee programs. The studies aigo indicafe that, job search
training should not be a component of a nork experience pnogram. This is
because the savings from the Work Experience: program result not from
increases in income but from the sanctions applied against AFDC-U f3m11ies
that refuse to partieipate in the proaram. Mnreoven, it is not the job
search component of the San Diego program that produces grant savings, but

the 13-week work requirement.

»
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Grant eov1ngs.resd1t1ng from sonctioninq acti®ities raises .an
'~1mportant po]icy'issue' what happens to AFDC-U families that are
.sanctioned? . Unfortunately, we have no data on the well- being or behavior
of these families, The;e are a.number of p0551b1c outcomes that cou“3¢
result from sanctioning. First, sanctioning could, in effect, force a
member of the fami]y to get'a 1ob In this case, sanctioning would achieve’
‘a positive resu1t Second the familv could turn to fami]y and friends for
support. Third, the father could leave the family so that the wife and
“child would qua11fy for AFDC-FG. Clearly, encouraging family breakups is .

:not a positive outcome.

Can One Strategy Achieve the Twin Goals .
0f the WIN Prog ogram? | ' | [

The research Tindings reviewed'for:tnis report suggest that the two
goa]s of the NIN proaram are not necessarily'compl1mentary Specifically,
certain types of employment services (job search and skill training)
increase part1c1pant earnincs, but do not seem to qenerate grant savinqs..
Other types of emplovment services (mandatory work experience) create grant
savings, but do not increase a’participant's earning capab111t1es.

The available evidence also suggests that different types of
services arevsoccessful with different categories of AFDC populations.

Skill training and job search activities are most effective for AFDC-FG
recipients who have weak ties to local labor markets. Work experience is
most effective for AFDC-U recipients, partially because of the rutes
governing the sanctioning cf AFDC-U families. “
Thus, we have a remarkably c1ear division betwee.. two goals, two

groups of recipients, and two‘txses of services, as shown in Chart 3. This

chart sugges*s that the state ‘sheuld pursue differert strate-ies in order to
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-_ achieve the qoals of incréased earnings and grant savings. Providing job

search $ervices to AfDC recipients who iack recent job experience wil] .

result in decreased dependency on AFDC. Bquiring AFDC recipients who have
recent work experience to-participate "in mandatory work experiénce will

o generate, significant amounts nﬁ‘gavings tn/;he ‘AFDC program.

S | . . . ERME ‘:r 3
' ' " . iy =
) . Chart 3 T
: Increased Eirnings and Grant Savings Do Not
. _ . Result from the Same WIN Strategy
' A
. Strategy j Goal
Service ' Recipient R
Job Search/Training * | AFDC-FG | Increased.
Services , > L Earnings

Grant Savings

Work . -U :
‘Work Experience !-—__-_i% AFDC-U | > |

. R ) ‘ ) ) /
; Should the State's Strategy Maximize Grant §avings .
Resulting from WIN Fctiv%ties? _

Should AFDC grant savings be given a high prinrity in designiné the

state's WIN'strategy? We believe that while the achievement of grant
savings is a legitimate goal of the WIN program, it may not be realistic to- :

\  expect training and job search services to yield such savings in the short N

. . L 4
term. To the extent this is the case, we believe increasing reciPient

_earnings should command a higher prioritv. Over time, however, we lieve
N

that recommendations made in previous chapters of this report will maximjize

Ed & \

N

. the impact of current training resources in helping recipients become AN
- N

se]f—sufiicient.
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_Makiﬁizing'grant §avings froh mandatory programs, such ag wéfkl'r
experience, i; also a.1egitimate strafegy. However, Qé cannot recommend at “t -
this_time that the state 1nst1tuté mandétbry work experience programs, for ' 'f. i
two reasons. Fifst; we do not know what happéns to.fam11ies term{natgd°“ -

: from aid due to pFOgrém-re1atedl§angfions. If sanctions force families to - + .,
break up in orqer to make the wife ‘and child eligible fbr AFDC-FG; these -

sanctions do not support either goal-of the WIN program. .

Second, the -preliminary results froh the San Diego work éxperiénce
program fail to show that the services provided by the program are
~cost-effective. The program's cost is greater than the grant savinds
realized fkom sanéiinns. We await the final report on the San Diego
pfogram beforeldraw{;g definite conclusions on the program's cost-

~effectiveness.

o
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| APPENDIX A
E_THE AFDC AND WIN PROGRAMS .
i .

“~

The WIN program is designed to increase the incentive for‘AFDC

®

recipients fo‘find a ioﬁ. The AFDC program itself, however, provj@es both

incentives and disincentives for reCipients to find work. 'A1thoug'\\\

examination of the WOrk,ﬁncentive features of the AFDC ﬁrogram falls

. outside the scope of this paper, it s 1mpoffant to understand the major

ways 1n which the AFDC program affects the ingentives for c]ients to search

for JObS. E

. ' L
The AFDC program rules are established bv both the federa1 and state
qovernments. As a resu1t, nejther level of government fu11y contro1s the

design of tne AFDC program nor the incentives for rebipients to seek

. employment. The major program features affecting work 1nuent1ves are

described below. Design factors eontro11ed by the state are 1isted first;

those controlled by the federal government are listed second.

”»

- Features Under State Control

1. Size of AFDC Grants. The size of the AFDC grani determ1nes the

wage an AFDC parent rust earn in order to be better off by working than by

receiving AFDC. This is referred to as the "bregk<even" point.. The higher

the AFDC grant level, the higher the parent's,wége needs to be in order for

him or her to break even. Thus, in theory, providing relatively high AFDC

qranrts creates a disincentive for AFDC recipients to seek work. Empirical

research, however, has not clearly demonstrated that this disincentive has

\

a substantial effect on recipients' efforts to search for work.
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2. Need Standard. Recipients are 1ne11gib1e for aid under the AFDC
program jf the tam11y's gross income exceeds 1§5 perceﬁt of the need “\%A? | _!Jﬁ .

“;ﬁtandaéd. The need standard is the state's assgssment of the amount of B

money required to provide for a family's basic éeéds (for.exampie,'she1tei;2

food, c1dfh1ng, etc.). As a resu1t, the higher'the need standard the

N

higher the income the family can earn and st111 remain eligtble. for AFDC L 4'

and related henefits, such as Medi-Cal.” Intheory, increasfng the‘need
standard (without jncreasing the AFDC grants) ‘would increasd ingentives for o
7

recipients to work because a hwqher need. standardiyou1d 1ncr9ase the amount
of income a fam11y could earn and still femain eligible- for AFDC and 7
Medi-Cal. G o | o JETNRAS

3. Employment Search/Work Egperience Programs. fhe'federa1 Omnibbs

Recohc111at1on Act of 1981 estab1ished two employment programs that states o '
can implement at their option. (a) employment search and (b) work N
experience. Emp10yment search programs are only loosely defined in federa1

Taw, In general, tup1oyment search programs must require all mandatory wlN

States a1soﬂ§an/reqafre partictpants to contact a certain number-of

~“employers during that specified period. To qualify for federal .funding, T x

state employment search p}ograms must (a) be implemented statewide and (b)

serve all mandatory WIN registrants. . S .
The DSS proposes to make empioyment search a component of the' L
state's WIN demonstration program. The state, however, will not auaiif& N
for federal funding under the Emp1o}ment Search pregram becauga PSS doea
not plan to require all mandatof; NﬁN registrants to 5art1c1pate in the \&h

13

program, as required by federal law.
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Under the Work Experience program mandatory WIN participants are

required to- work in a pubiic d? nonprofit 10b for a spec1f1ed number of ,

' weeks in exchange for their AFDC benefits. Participants are required to

N
work the lesser of (a) 32 ours a week or (b) the number of hours derived

bv d‘viding the récipient 3 monthiy grant anount by the minimum wage. In
uaddition, one day~per week 1s set aside\so that a participant can search
for a reguiar pay]ng Job. State work experience programs need not be

3 “ .t o . .
statewide to qualify for federal funds. The program, however, must serve
- J o )

,aiivreqipients without-chiidren under the age of three so long as child

13
¢

care is available. . . - - a

. [ " :
. Presumabiy, the Employment Search and Work Experience programs
[
1ncrease the 1ncent1ves of AHDC réc1pients to find empioyment by requiring

- /‘ 4

. them to iook for a job. To our/}nowiedge, the- effectiveness of employment

¢

~ \
search programs in heiping AFDC‘recipients to find JObS has not been

evaluated. The effectiveness.Of work experignce programs is discussed in
Chapter 3T '

Features Controiied bv Federal Law T "f'l'“'w~~-. e s
\_ .

1. Thirty Doiiar—and-One—Third Deduction. Under federal.,law, AFDC

families are permitted to deduct {he first $30 plus one-third of any :
' : !
remaining -earned income from total family income when calculating AFDC

\

benefits. Presumably, this deduc:tion creates a pos‘*ive incentive for -

-~

. - AN

recipients to work because it permits families to realize. a higher income

by wotking than they would if they only received'the‘AFDt-grant. This 1is
~ _

becauﬁe for every additio™d dollar earned by the family, AFDC benefits are
reduced by only 65 cents, instead of $1. The '$30 deductiqn is limited to

" the first 12 months of employment. The remaining earned- inc~me deduction




' ' .\j

is limited to the first 4 months of employment and is applied to 2arnings .
on]y after all other deductions to income are made.

.2, MWork-Related Deduct1ons. Federal law permits AFDC recipients
A}

who work to deduct work-related expenses from their earned income when

calculating their benefits. Work-related.expenses include t;anspprtation
and child care expenses, aS‘we11_as thg costs of any tools or un%forms
necessary for working in a specific job. Individuals who are working are
able to deduct $75 per month for work-related éxpenses. In addition, .
recipients are ablg to deduct up to $160 per child per month for child care
expenses. Presumab1y,.these deducfions increase the incentive for AFDC \
recipients to seek employment by allowing them to work without having to

pay for work-related expenses.

3. Work Limitations for AFDC-U Recipients. Under federal law, an

\ .
AFDG-Unemployed Parent (AFDC-U) recipient can only work 100 hours per month

* and still remain eligible for aid. As a result, recipients are not able to

resgive aid while working in ahfu11—time job (160 hours per month). It is
possible that this provision encourages recipients t& work part-time rather
than fu11—t1mei especially for those months when the $30-and-one-third
deduction is available. This requirement also introduces a quirk‘into the
AFDC-U program: for a recipient to benefit from tak.rg a full-time job,

the iob must prqvide an income greater than the grant level plus the

ig‘n-kind ya1ue of Medi-Cal benefits. Because the value of the AFDC-U qgrant

and Medi-Cal benefits may be higher than the income many ‘ndividuals can
obtain through full-time employment, the 100-hour 1imitation may a;tua11y
discourage AFDC-U recipients from seeking a job. Without this limitation,
earned income from a full-time job could simply reduce a family's benefits,

not make it completely ineligible for aid.
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4, wiN barticipation.,fFederal law reqﬁéres most recfpien{s of
AFDC-U and/many AFDC-FG recipients *o register for the WIN program.
Certain AFDC recipients are exempt from h ‘I participation. Spetifically,
the head of ?he household of an AFDC-FG fam}ly is exempt from the WIN
program if tﬁé youngest. child }s under'ij years of age. This rule exempt;
“more than 50 percent of all female AFDC-FG recipients from phe WIN
- reauirement.. In addition, all recipients can be'exqppfé¢ fér the following
reasons: “
. Child care, transportation, or other supportive services
| necessary for a recipient's participation are not available.

I
o NIN offices are,mgfé than one hour's commuting time away from

i a participant's home. ]
e Participation 1nlthe WIN program would impair an 1nd1v1dua1'
physical or mental health. |
Presumably, requiring pErt1c1pation in the WIN program 1ncreases
recipient job search efforts, throbv increasing the’ 11ke11hood of finding

.a job. . \

| \
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APPENDIX B

EVALUATIONS OF EMPLOYMENT AND TRAINING
'SERVICES .UNGER THE WIN PROGRAM

3

Job Placement

Ketron, Inc., The Differentia]ilmpact of the WIN II Program (Wayne,
Pennsylvania, 19/9), X

Job Search Training

Manpower Development Research Corporation, Job Search Strategies:
Lessons from the Louisville WIN Laboratory (New York, 1983).

Skill Training: Estimates shown in Table 3 were derived from the
Congressional Budget Office report. NN

Ketron, Inc., The Differential Jmpact of the WIN II Program (Wayne,
Pennsylvania, 19/9), . ,

Paéific Consultants, The Impact of WIN II, A Longitudinal Evaluation,
(Berkeley, California, 197%).

Congressional Budget Office, CETA Training Programs: Do They No}k
: for Adults? (Washington, D.C., 19877,

Supported Work: Estimates shown in Table 3 were derived from the Manpower
Developrment Research Corporation report.

Manpower Development Research Corporation, The Impact of Supported
Hork on Long-Term Recirients of AFDC Benefits {New York, 15817,

Stanley Masters, "The Effects of Supported Work on the Earnings and
Transfer»Payments of its AFDC Target Group," Journal of Human
Resources (Volume XVI, No. 4). . . -

W« cxperience

Rarry Friedman, et, al., An Evaluation of.the Massachusetts Work
Exgerience Program (Brandeis University: Waltham, Massachusetts,

A
U,S. Department of Agriculture, Third Interim Report tq Congress,
Foodstamp Workfare Demonstration Projects (Washington, D.C., 1982).

Manpower Developmeént Research Corporation, Preliminary Findings from
the San Diego Job Search and Work Experience Demonstration (New
York, 1984},
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