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IMPLEMENTATION OF WELFARE REFORM
WORK REQUIREMENTS AND TIME LIMITS

THURSDAY, MARCH 7, 2002

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HUMAN RESOURCES,
Washington, DC.
The Subcommittee met, pursuant to notice at 9:42 a.m., in room
B-318 Rayburn House Office Building, Hon. Wally Herger [Chair-
man of the Subcommittee] presiding.
[The advisory announcing the hearing follows:]

o))



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HUMAN RESOURCES

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1025
February 27, 2002
No. HR-11

Herger Announces Hearing on
Implementation of Welfare Reform Work
Requirements and Time Limits

Congressman Wally Herger (R—-CA), Chairman, Subcommittee on Human Re-
sources of the Committee on Ways and Means, today announced that the Sub-
committee will hold a hearing on State implementation of Federal welfare work re-
quirements and time limits, which are key features of the 1996 welfare reform law.
The hearing will take place on Thursday, March 7, 2002, in room B-318
Rayburn House Office Building, beginning at 9:30 a.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. Witnesses will include representatives
of the U.S. General Accounting Office, researchers, and other experts in welfare re-
form implementation issues. However, any individual or organization not scheduled
for an oral appearance may submit a written statement for consideration by the
Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(P.L. 104-193), commonly referred to as the 1996 welfare reform law, made dra-
matic changes in the Federal-State welfare system designed to aid low-income
American families. The law repealed the former Aid to Families with Dependent
Children (AFDC) program, and with it the individual entitlement to cash welfare
benefits. In its place, the 1996 legislation created a new Temporary Assistance for
Needy Families (TANF) block grant that provides fixed funding to States to operate
programs designed to achieve several purposes: (1) provide assistance to needy fami-
lies, (2) end the dependence of needy parents on government benefits by promoting
job preparation, work, and marriage, (3) prevent and reduce the incidence of out-
of-wedlock pregnancies, and (4) encourage the formation and maintenance of two-
parent families.

In exchange for the broad flexibility and fixed funding granted States, the 1996
law imposed certain key program requirements, notably work requirements and
time limits on Federal benefits.

Work Requirements. In order to assist in the conversion of the old AFDC program
to a program focused on work, the 1996 law required States to engage a specific
and rising percentage of their welfare caseload in work or certain work activities
each year; States that fail to satisfy this requirement lose Federal funds. States re-
ceive “credits” toward satisfying this work requirement to the degree their caseload
declined from earlier levels. Given large caseload declines under welfare reform, this
“caseload reduction credit” has sharply reduced the effective work requirement in
all States, and eliminated it in most States. Other factors, including the large and
growing share of families receiving assistance considered “child only” cases and the
operation of separate State programs not subject to Federal work requirements,
have further limited the impact of the 1996 law’s work requirements.

Time Limits. Prior to the 1996 changes, average lifetime stay on welfare reached
13 years. The 1996 law sought to reduce such long-term dependence on benefits by
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establishing a 5 year lifetime limit on receipt of Federal cash welfare benefits, with
up to 20 percent of a State’s caseload exempted for hardship in any year. A number
of States also have created separate States programs to provide continued cash ben-
efits after 5 years for families that remain in need of assistance.

In announcing the hearing, Chairman Herger stated: “Welfare reform has been
a tremendous success. We've increased work and earnings, reduced dependence, and
lifted almost three million children from poverty. The 1996 law’s work requirements
and time limits have played major roles in this transformation. Still, more can be
done. As we reauthorize the welfare reform law this year, we will take steps to help
even more families on welfare better prepare for work and a lifetime of independ-
ence.

FOCUS OF THE HEARING:

This hearing will focus on issues related to the implementation of welfare work
requirements and time limits in preparation for the reauthorization of the TANF
program, which expires on September 30, 2002.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Due to the change in House mail policy, any person or organization
wishing to submit a written statement for the printed record of the hearing should
send it electronically to hearingclerks.waysandmeans@mail.house.gov, along with a
fax copy to 202/225-2610, by the close of business, Thursday, March 21, 2002. Those
filing written statements who wish to have their statements distributed to the press
and interested public at the hearing should deliver 200 copies to the Subcommittee
on Human Resources in room B-317 Rayburn House Office Building, in an open and
searchable package 48 hours before the hearing. The U.S. Capitol Police will refuse
sealed-packaged deliveries to all House Office buildings.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written
statement or exhibit submitted for the printed record or any written comments in
response to a request for written comments must conform to the guidelines listed
below. Any statement or exhibit not in compliance with these guidelines will not be
;C)rinted, but will be maintained in the Committee files for review and use by the

ommittee.

1. Due to the change in House mail policy, all statements and any accompanying
exhibits for printing must be submitted electronically to
hearingclerks.waysandmeans@mail.house.gov, along with a fax copy to (202) 225-
2610, in Word Perfect or MS Word format and MUST NOT exceed a total of 10
pages including attachments. Witnesses are advised that the Committee will rely on
electronic submissions for printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted
for printing. Instead, exhibit material should be referenced and quoted or para-
phrased. All exhibit material not meeting these specifications will be maintained in
the Committee files for review and use by the Committee.

3. Any statements must include a list of all clients, persons, or organizations on
whose behalf the witness appears. A supplemental sheet must accompany each
statement listing the name, company, address, telephone and fax numbers of each
witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http:/ /waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call (202) 225-1721 or (202)
226-3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

————

Chairman HERGER. Good morning. This hearing of the Ways and
Means Human Resources Subcommittee will come to order. Today’s
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hearing will provide an important backdrop as we consider key fea-
tures of the nation’s welfare reform program, namely work require-
ments and time limits on benefits.

Welfare reform has been a tremendous success in reducing wel-
fare caseload and moving millions of families out of poverty
through increased work. We know that nearly 3 million children
have been lifted from poverty since 1996, with the black child pov-
erty rate now at a record low. Employment by mothers most likely
to go on welfare rose by 40 percent between 1995 and 2000, and
welfare caseloads have fallen by 9 million, from 14 million recipi-
ents in 1994 to just 5 million today. These changes are without
precedent.

The 1996 law has made phenomenal progress, but there is still
work to do.

I know many people will be surprised to learn that we do not re-
quire every welfare recipient to work or at least prepare for work
today. In the year 2000, only 34 percent of the national caseload
was engaged in any of a broad range of work activities, including
education and training, for at least 30 hours per week. In some
States, that figure is as low as 6 percent. According to the U.S. De-
partment of Health and Human Services’ (HHSs) most recent an-
nual report, an astonishing 57.6 percent of families on welfare are
doing nothing to prepare for work while receiving benefits. That is
just not good enough.

I congratulate the President for proposing changes that will rein-
force the pro-work message for many more individuals on welfare.
Work is the only real path out of poverty, and only through helping
more people work will we get the rest of the job done.

As we press on with further reforms, there are a number of
issues we need to understand about how work requirements and
time limit policies are working in practice. One set of issues in-
volves what are called child-only cases. Work requirements and
time limits do not apply to these cases, which represent more than
one-third of the current caseload and the share is rising.

Other issues stem from separate State-funded Temporary Assist-
ance for Needy Families (TANF) programs that exclude some par-
ticipants from Federal work requirements on time limits. I asked
the U.S. General Accounting Office (GAO) last year to provide us
with some information about how these separate State programs
affect the work participation targets and time limits. They will
share their findings with us today.

A final set of issues involves the time limits included in the 1996
law. The 1996 law expected families to receive no more than 5
years of Federal cash benefits with up to 20 percent of the caseload
exempted for hardship. The need for this change was clear. Prior
to 1996, the average lifetime of then-current welfare recipients was
an incredible 13 years. Welfare had become a trap, plain and sim-
ple.

Today, we will review how time limits have worked in practice.
We will find that the vast majority of parents left welfare prior to
their clock expiring. For these families, the time limit worked as
intended to motivate both recipients and caseworkers to address
family needs quickly and help recipients find and keep jobs. In a
significant number of other cases, including child-only cases and
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those receiving assistance under separate State programs, families
effectively have been exempted from the time limits altogether.

Joining us today to provide perspective on how work require-
ments and time limits are applied in practice are distinguished re-
searchers from the public and private sectors, along with State and
local program leaders. We also are joined by Marge Thomas of
Goodwill Industries and one of Goodwill’s success stories, Ms. Fat-
ima Wilkerson, to describe how parents with special challenges can
succeed in the work place. We look forward to hearing from all of
our witnesses.

Without objection, each Member will have the opportunity to
submit their written statement and have it included in the record
at this point.

[The opening statement of Chairman Herger follows:]

Opening Statement of the Hon. Wally Herger, a Representative in Congress
from the State of California, and Chairman, Subcommittee on Human Re-
sources

Good morning. Today’s hearing will provide an important backdrop as we consider
key features of the nation’s welfare reform program, namely work requirements and
time limits on benefits.

Welfare reform has been a tremendous success in reducing welfare caseloads and
moving millions of families out of poverty through increased work. We know that
nearly 3 million children have been lifted from poverty since 1996, with the black
child poverty rate now at a record low; employment by mothers most likely to go
on welfare rose by 40% between 1995 and 2000; and welfare caseloads have fallen
by 9 million—from 14 million recipients in 1994 to just 5 million today.

These changes are without precedent. The 1996 law has made phenomenal
progress, but there’s still work to do.

I know many people will be surprised to learn that we don’t require every welfare
recipient to work or at least prepare for work today. In the year 2000, only 34 per-
cent of the national caseload was engaged in any of a broad range of work activities
including education and training for at least 30 hours per week. In some states, that
figure is as low as 6 percent. According to HHS’ most recent annual report, an as-
tonishing 57.6 percent of families on welfare are doing nothing to prepare for work
while receiving benefits.

That’s just not good enough.

I congratulate the President for proposing changes that will reinforce the pro-
work message for many more individuals on welfare. Work is the only real path out
ofbp((i)verty, and only through helping more people work will we get the rest of the
job done.

As we press on with further reforms, there are a number of issues we need to
understand about how work requirements and time limit policies are working in
practice.

One set of issues involves what are called “child-only” cases. Work requirements
and time limits do not apply in these cases—which represent more than one-third
of the current caseload and the share is rising.

Other issues stem from separate state-funded TANF programs that exclude some
participants from federal work requirements or time limits. I asked the General Ac-
counting Office last year to provide us with some information about how these sepa-
rate state programs affect the work participation targets and time limits. They will
share their findings with us today.

A final set of issues involves the time limits included in the 1996 law. The 1996
law expected families to receive no more than 5 years of federal cash benefits, with
up to 20 percent of the caseload exempted for hardship. The need for this change
was clear. Prior to 1996 the average lifetime of then-current welfare recipients was
an incredible 13 years. Welfare had become a trap, plain and simple.

Today we will review how time limits have worked in practice. We will find that
the vast majority of parents left welfare prior to their “clock” expiring. For these
families, the time limit worked as intended to motivate both recipients and case-
workers to address family needs quickly and help recipients find and keep jobs. In
a significant number of other cases, including child-only cases and those receiving
assistance under separate state programs, families effectively have been exempted
from the time limit altogether.
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Joining us today to provide perspective on how work requirements and time limits
are applied in practice are distinguished researchers from the public and private
sectors, along with state and local program leaders. We also are joined by Marge
Thomas of Goodwill Industries and one of Goodwill’s success stories, Ms. Fatima
Wilkerson, to describe how parents with special challenges can succeed in the work-
force. We look forward to hearing from all of our witnesses.

Mr. Cardin, would you care to make an opening statement?

————

Chairman HERGER. Mr. Cardin, the Ranking Member is on his
way, and we will allow him to make a statement when he arrives.
Again, without further objection, all the written testimony will be
made a part of the record.

To start the hearing today, we have Cynthia Fagnoni, Managing
Director of Education, Work force, and Income Security Issues, the
U.S. General Accounting Office.

Ms. Fagnoni.

STATEMENT OF CYNTHIA M. FAGNONI, MANAGING DIRECTOR,
EDUCATION, WORKFORCE, AND INCOME SECURITY ISSUES,
U.S. GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY
GALE HARRIS AND KATRINA RYAN

Ms. FAGNONI. Good morning. Mr. Chairman, I have with me
today two of my colleagues, Gale Harris and Katrina Ryan, who
ha(;fe worked very hard on this testimony that I am going to give
today.

Mr. Chairman and Members of the Subcommittee, my colleagues
and I are pleased to be here today to talk about what we have
learned from States’ implementation of work requirements and
time limits for welfare families. When the Congress created the
Temporary Assistance for Needy Families grant, the TANF, in
1996, it included work requirements and time limits designed to
focus welfare offices and welfare recipients on finding jobs and
moving off the welfare rolls.

To help accomplish this, the law requires that States meet Fed-
eral mandated participation rates for the percentage of welfare re-
cipients in work activities or work or face financial penalties. In ad-
dition, States must enforce a 60-month lifetime limit on families
with adults that receive welfare. To receive its Federal TANF
funds, each State must meet a maintenance of effort requirement
by spending a specified amount of its own funds on welfare and re-
lated programs.

Today, I want to highlight key findings from our review of all 50
States and discussions with 12 of those States.

First, it is important to understand, as you have mentioned, that
a significant share of welfare cases are comprised of children only
with no adult receiving welfare. Because no adult in these families
receives cash assistance funded by TANF or State dollars, work re-
quirements and time limits do not apply.

In late 2001, nationwide, about 700,000, or one-third of the 2.1
million cash assistance cases funded by Federal or State dollars
were child-only cases. In some States, the primary reason for child-
only cases was a non-citizen parent not eligible for aid. For exam-
ple, a large percentage of child-only cases in Texas had a non-cit-
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izen parent. In several other States, child-only cases were primarily
families where the care giver was someone other than the parent.

The second issue I will discuss today is the flexibility States have
in implementing the Federal work requirements. When welfare re-
form mandated Federal work participation rates, it also included a
caseload reduction credit provision. This provision specifies that
each State’s mandated participation rate is to be reduced if its wel-
fare caseload declines.

Because of the dramatic declines in welfare caseloads that has
occurred since 1996, States have generally faced greatly reduced
mandated participation rates for their TANF programs. For exam-
ple, in fiscal year 2000, caseload reduction credits reduced man-
dated participation rates to zero in 31 States instead of the man-
dated rate of 40 percent.

Some State officials told us that because of the work participa-
tion rates being so low due to caseload reduction credits, States
have more flexibility in the types of activities or services they can
provide, for example, substance abuse treatment or mental health
services, while still meeting their Federal work participation rates.

We found in our previous work that some States included recipi-
ents in a range of work participation activities that extended be-
yond those that meet Federal work participation requirements,
particularly to meet the needs of recipients considered hard to em-
ploy. We also found in our previous report on TANF recipients with
mental and physical impairments that States and counties often
exempted individuals they considered hard to employ from work re-
quirements.

Twenty-six States also provided cash assistance to certain needy
families through State-funded programs, in which case Federal
work requirements do not apply. States told us they used this op-
tion because of concerns that some families would not be able to
participate for the number of hours or in the types of activities re-
quired to meet Federally mandated rates. We also found, however,
that when States provided cash assistance to which Federal work
requirements did not apply, they imposed their own. This indicates
that States are not providing aid through these State programs to
circumvent work requirements but to minimize the risk of Federal
financial penalties.

The third issue I will discuss is time limits. Nationwide, States
excluded 11 percent of the 1.4 million welfare families with an
adult from a Federal or State time limit. States generally targeted
these time limit exclusions on families considered hard to employ
and on working families not earning enough to leave the welfare
rolls. For example, 22 States have policies in place to exclude work-
ing families from time limits. Maryland and Illinois told us they
stop the clock for working families by funding them with State dol-
lars rather than Federal TANF funds.

I would like to end by highlighting some issues related to States’
implementation experiences. Even though we are 5 years into wel-
fare reform, States still have limited experience with time limits.
At the time we conducted our survey this fall, 22 States had not
had TANF in place long enough for families to reach either the
Federal or State time limit. Even in those States in which families
have started to reach their time limits, many families have not
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reached their time limit because they have cycled on and off wel-
fare. As a result, only 15 States have begun to use the Federal 20
percent hardship exemption and all these States are applying it to
less than 6 percent of their caseload.

The State officials we spoke with thought the 20 percent exten-
sion was adequate now but were less sure about the future. For ex-
ample, Michigan told us it will use the Federal 20 percent exten-
sion for all recipients following the rules of the program. If the
number of families they want to exclude begins to exceed 20 per-
cent, they plan to continue providing assistance with State funds.

In talking with States, we generally found that State officials
were supportive of work requirements and time limits. They also
said that flexibility in implementing work requirements and time
limits was important in allowing them to meet the needs of their
recipients, such as the hard to employ. This flexibility helps to en-
sure that States can adapt the Federal program to meet State and
local needs while still emphasizing work and the transitional na-
ture of assistance.

Mr. Chairman, this concludes my prepared statement. We would
be happy to answer any questions you or other Members may have.
Thank you.

[The prepared statement of Ms. Fagnoni follows:]

Statement of Cynthia M. Fagnoni, Managing Director, Education,
Workforce, and Income Security Issues, U.S. General Accounting Office

Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me here today to discuss the extent to which families re-
ceiving cash assistance are excluded from work requirements and time limits. The
1996 Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA)
significantly changed federal welfare policy for low-income families with children,
building upon and expanding state-level reforms. When the Congress created the
Temporary Assistance for Needy Families block grant (TANF) to replace the pre-
vious welfare program, it emphasized that the new program was to be transitional
in nature and focus on moving welfare recipients into employment. To this end,
states are required to enforce work requirements and time limits on most families
receiving cash assistance. More specifically, states face financial penalties if they do
not include a minimum percentage of adults receiving cash assistance in work or
work activities each year, referred to as the mandated participation rate require-
ment. This mandated rate increased each year, reaching 50 percent of all families
in fiscal year 2002. In addition, states are to enforce a 60-month lifetime limit on
families with adults who receive cash assistance. To receive its TANF block grant,
each state must also meet a maintenance-of-effort requirement, under which it must
spend at least a specified amount of its own funds, referred to as state maintenance-
of-effort funds (MOE).

Along with these federal requirements, the law allows states considerable flexi-
bility to exclude families from work requirements and time limits. First, these re-
quirements only apply to families with an adult receiving aid, not to cases in which
only children receive cash assistance. Second, PRWORA specifies that up to 20 per-
cent of families receiving assistance may receive extensions to federal time limits.
Third, states may provide cash assistance not subject to work requirements and
time limits if they use their state MOE in specified ways, such as through a state
program other than their TANF program.

As the Congress considers reauthorization of TANF, you asked us to determine
and assess the states’ implementation of these work requirements and time limits.
More specifically, you asked us to determine (1) the extent of child-only cases among
the cash assistance caseload funded by federal TANF and state MOE, (2) how states
made use of work requirement flexibility, (3) the number of families states have ex-
cluded from time limits, and (4) key issues related to states’ experiences in applying
TANF work requirements and time limits. The information we gathered came from
site-visits in 4 states, telephone interviews with TANF officials in 8 other states,
and a survey administered to TANF officials in all 50 states and the District of Co-
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lumbia.l We conducted our work from August 2001 through February 2002, in ac-
cordance with generally accepted government auditing standards.

In summary, of the 2.1 million cash assistance cases funded by federal TANF or
state maintenance-of-effort dollars in the fall of 2001,2 one-third of these cases, or
700,000, were composed of one or more children only. Because no adult in these
families receives TANF or state MOE funded cash assistance, work requirements
and time limits do not apply. Regarding work requirements, when PRWORA estab-
lished federally mandated participation rates, it also included a “caseload reduction
credit” provision. This provision specifies that each state’s mandated participation
rate is to be reduced if its welfare caseload declines. Because of the dramatic de-
clines in welfare caseloads that have occurred since 1996, states have generally
faced greatly reduced mandated participation rates for the TANF programs. For ex-
ample, in fiscal year 2000, caseload reduction credits reduced mandated participa-
tion rates to 0 in 31 states—instead of the mandated rate of 40 percent specified
in the law. As a result, states have increased flexibility in determining the numbers
of adults that are to be involved in work or work activities. Regarding time limits,
after accounting for child-only cases, states excluded 11 percent of the remaining 1.4
million families with an adult from federal or state time limits. States’ experiences
with implementing work requirements and time limits highlight key issues of inter-
est for the reauthorization of TANF provisions, including the relatively limited num-
ber of families that have reached their time limits so far and the future adequacy
of the federal 20 percent extension.

Background

PRWORA made sweeping changes to national welfare policy, creating TANF and
ending the federal entitlement to assistance for eligible needy families with children
under Aid to Families With Dependent Children (AFDC). The Department of Health
and Human Services (HHS) administers the TANF block grant program, which pro-
vides states with up to $16.5 billion each year through fiscal year 2002. TANF was
designed to help needy families reduce their dependence on welfare and move to-
ward economic independence. The law also greatly increased the discretion states
have in the design and operation of their welfare programs, allowing states to deter-
mine forms of aid and the categories of families eligible for aid. TANF establishes
time limits and work requirements for adults receiving aid and requires states to
sustain 75 to 80 percent of their historic level of welfare spending through a mainte-
nance-of-effort requirement. In addition, TANF gives states funding flexibility,
which allows states to exclude some families from federal time limits and work re-
quirements.

TANF Egﬁblishes Time Limits and Work Requirements for Adults Receiv-
ing

TANF establishes a 60-month time limit for families receiving aid. States have
the option of establishing shorter time limits for families in their state. A state that
does not comply with the TANF time limit can be penalized by a 5 percent reduction
in its block grant. While the intent of TANF is to provide temporary, time-limited
aid, federal time limits do not apply to all forms of aid or to all families receiving
aid. First, states are only to count toward the 60-month time limit any month in
which an individual receives a service or benefit considered “assistance,” which is
defined in the TANF regulations as cash or other forms of benefits designed to meet
a family’s ongoing basic needs.® Second, time limits do not apply to the following
types of cases:

1. Cases in which the adult in the household does not receive cash assistance,
typically called “child-only” cases.4

1We visited California, Illinois, Maryland, and New York and conducted telephone interviews
with Colorado, Hawaii, Florida, Michigan, Massachusetts, Mississippi, Texas, and Wisconsin.
The states were selected to represent a range of factors, including variation in caseload size and
in TANF program funding choices. The survey had a 100 percent response rate, although each
state did not respond to all questions.

2This represents the number of families receiving cash assistance during 1 month between
October and December of 2001.

3“Agsistance” does not include things like nonrecurrent, short-term benefits, such as rent de-
posits or appliance repairs; work subsidies; work supports such as child care or transportation
subsidies for working families; or any other services such as counseling, case management, and
peer support that do not provide basic income support.

4HHS has indicated that it would be inconsistent with statutory intent for states to simply
remove adults from assistance units once they reach their 60-month time limit and then con-
tinue to use federal dollars to pay benefits to the children as a child-only unit. States may
choose to use their MOE funds to do this.
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2. Families that received assistance while living in Indian country or an Native
Alaskan village where 50 percent of the adults are not employed.

Third, all states have the option to use federal funds to extend assistance beyond
the federal 60-month limit for reasons of hardship, as defined by the state. States
can extend assistance for up to 20 percent of the average monthly number of fami-
lies receiving assistance (“20 percent extension”).> States can also extend assistance
for victims of domestic violence through federally approved domestic violence waiv-
ers.® Finally, assistance that is provided solely through state MOE is not subject to
the federal time limit.

TANF also establishes work requirements for adults receiving aid. After 2 years
of assistance, or sooner if the state determines the recipient is ready, TANF adults
are generally required to be engaged in work as defined by the state.” In addition,
TANF establishes required work participation rates—a steadily rising specified min-
imum percentage of adult recipients that must participate in federally specified
work or work-related activities each year.8 States were required in federal fiscal
year 2002 to meet a work participation rate of 50 percent for all TANF families with
adult members—referred to as the rate for all families. States were also required
to meet a much higher rate—90 percent—for two-parent families.® States must meet
these work participation rates to avoid financial penalties. While states have gen-
erally met the work participation rate for all families, many states have faced finan-
cial penalties due to failure to meet the two-parent required rate in recent years.
HHS issued penalty notices to 19 states in fiscal year 1997, 14 in fiscal year 1998,
9 in fiscal year 1999, and to 7 states in fiscal year 2000.

In addition to establishing federal participation rate requirements, PRWORA
specified that the required rates are to be reduced if a state’s TANF caseload de-
clines. States are allowed caseload reduction credits, which reduce each state’s work
participation requirement by one percentage point for each percentage point by
which its average monthly caseload falls short of its fiscal year 1995 level (for rea-
sons other than eligibility changes).

In addition, federal time limits and work requirements may not apply in some
states that were granted federal waivers to AFDC program rules in order to conduct
demonstration programs to test state reforms.

States May Choose Various State Funding Options for Providing Cash As-
sistance

Previously, under AFDC, state funds accounted for 46 percent of total federal and
state expenditures. Under PRWORA, the law requires states to sustain 75 to 80 per-
cent of their historic level of spending on welfare through a maintenance-of-effort
requirement to receive their federal TANF block grant. The federal TANF funds and
state MOE funds can be considered more like funding streams than a single pro-
gram and states may use their MOE to assist needy families in state programs
other than their TANF programs. In fact, states have flexibility to expend their
MOE funds for cash assistance in up to three different ways, some of which allow
states to exclude some families from time limits and work requirements.

e A state may use its state MOE funds in three different ways to provide
cash assistance for needy families.

5In calculating the federal 20 percent extension, child-only cases are included in the denomi-
nator but not in the numerator. All things being equal, the larger the percentage of child-only
cases in a state’s caseload, the greater the number of families with adults whose time limit may
be extended.

6 States can elect the Family Violence Option allowing states to waive any TANF requirement,
under certain conditions, for victims of domestic violence. If a state elects the Family Violence
Option and waives the time limits for such recipients and later faces a penalty for extensions
that exceed the 20 percent cap, the state may qualify for a reasonable cause penalty exception.

7States may not penalize parents with children under age 6 for not working if child care is
not available. States have the flexibility to exclude other categories of recipients from work re-
quirements, although they cannot remove these individuals from the work participation calcula-
tion.

8 States may choose to exempt parents with children under age 1 from calculation in the work
participation rate. Work activities that count for federal participation rate purposes include em-
ployment, work experience programs, on-the-job training, community service, providing child
care for other TANF recipients, job search, and (under certain circumstances) education and
training.

9The two-parent work participation rate of 90 percent means that each two-parent family
must participate in a federally defined work activity for an average of at least 35 hours per
week and that a specified number of hours be attributable to specific work activities. A state
may have one parent participate for all 35 hours, or both parents may share in the work activi-
ties. HHS issued penalties for not meeting the two-parent work participation rate in fiscal year
2000 to Alaska, Arkansas, Minnesota, Mississippi, New Mexico, North Carolina, and Wisconsin.
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e Commingling: A state can provide TANF cash assistance by commingling
its state MOE with federal funds within its TANF program.

* Segregating: A state can provide some TANF cash assistance with state
MOE accounted for separately from its federal funds within its TANF program.

* Separating: A state can use its state MOE to provide cash assistance to
needy families in any one or more non-TANF state programs, referred to as
“separate state programs.”

Each state may choose one or more of these options to provide cash assistance.
In some cases, in this testimony, we refer to the second and third options as using
“state-only” funds when the distinction between segregating and separating funds
is not necessary. In addition, we focus only on cash assistance and not on other
forms of aid or services, including, for example, child care and transportation, for
which time limits and work requirements generally do not apply.

How a state structures its funds determines which TANF rules apply to the needy
families being served. (See table 1.) When a state commingles funds, it must meet
all TANF requirements. For example, states that commingle all their state MOE
with federal funds are only able to exclude families from time limits through the
20 percent extension, cannot exclude families from counting towards the federal
work participation rate, and cannot provide assistance to certain groups of legal im-
migrants.

TABLE 1: APPLICATION OF KEY TANF RESTRICTIONS AND REQUIREMENTS ON STATE MOE FUNDS UNDER THE
THREE FUNDING OPTIONS

Application of PRWORA rules by state funding option

Key program re-

State TANF program

State TANF program

State MOE for needy

quirements with federal or com- with state MOE ac- families in any non-
and restric- mingled funds. counted for sepa- TANTF state program
tions for cash rately from federal (referred to as sepa-
assistance. funds (referred to as rate state program)
segregated).
Does 60-month Yes, except for up to NO e No
time limit 20 percent of the
apply? cash assistance case-
load.
Do work-activi- D N Yesa i No
ties count to-
ward the fed-
eral work par-
ticipation rate?
Do restrictions Yes oo NO o No

on assistance
to immigrants
apply?P

aWith this option, states have the flexibility to serve families they might not otherwise be able to serve in
TANF, such as certain legal immigrants, but at the same time count their work activities toward meeting the
federal participation target rate.

bImmigrants arriving in the United States after August 22, 1996, are barred from the receipt of federal
TANF assistance for a 5-year period.

States may exclude families from time limits by funding their cash assistance
with state MOE, either through “segregated funds” or in any non-TANF state pro-
grams. More specifically, any month of cash assistance funded solely by state MOE
funds does not count toward the federal 60-month limit and may be provided to fam-
ilies who have reached their federal time limit. States may exclude families from
federal time limits if they

* Stop the clock. States can “stop the clock” so that a family’s cash assistance
does not count towards the federal time limit.

» This is accomplished by funding any month of cash assistance with state-
only funds rather than with federal or commingled federal and state dollars.
For example, if a state provides monthly cash assistance to working families
with state-only funds, those months of assistance do not count toward the fed-
eral time limit. Extend the time limit. States can provide cash assistance be-
yond the 60-month time limit by using state-only funds. A state may extend a
family’s time limit because it has determined that the adult needs more time
to prepare for and find employment.
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Finally, while not required by federal law, states may choose to apply time limits
on their state-funded assistance. In this case, states may also decide to stop the
clock or extend time limits for certain families.10

In addition, families provided cash assistance funded by state MOE through non-
TANF state programs are not subject to federal work requirements, though states
may choose to impose their own work requirements on these families.

One-Third of Families Receiving Cash Assistance Are Child-Only Cases Not
Subject to Federal Work Requirements or Time Limits

States reported that in the fall of 2001, 2.1 million families received cash assist-
ance funded with federal TANF or state MOE dollars, with about 700,000, or one-
third, of these families composed of children only. Generally, child-only cases are not
subject to work requirements or time limits.1? The most common types of child-only
cases were families in which the

. ;:aregiver is a nonparent, such as a relative, often a grandparent (40 per-
cent);

» parent is receiving Social Security or Supplemental Security Income and
not eligible for TANF (25 percent);

.d parent is a noncitizen ineligible for federally funded TANF (23 percent);12
an

* parent is subject to sanctions (7 percent). (See figure 1.)13

The breakdown of child-only cases varied significantly across states, however. For
example, child-only cases in which the parent is an ineligible noncitizen ranged from
0 percent in ten states to 39 percent in California and 77 percent in Texas; this vari-
ation is likely due to the variation in immigrant populations across the states. (For
more information on each state’s child-only caseload, see Appendix I.)

Figure 1: Reasons for Child-Only Cases

Note: States were only able to report on 434,420 of the 700,000 federally funded
child-only cases. Eighteen states had no data on the reasons for their child-only
cases.

Source: GAO survey.

10 Nineteen states have chosen a time limit shorter than 60 months as allowed by PRWORA,
with the most common limit being 24 months.

11 Connecticut has a small number of state-funded child-only cases that are subject to a state-
imposed time limit on state-funded assistance. The time limit exclusion rules in Connecticut’s
separate state program are the same for both recipient and non recipient parents.

12 Some households may include parents who are illegal immigrants or legal immigrants ineli-
gible for cash assistance in addition to children who are citizens and eligible for cash assistance.

13 States can sanction individuals not complying with TANF program requirements by taking
away part or all their TANF cash benefits and possibly other public benefits as well.
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States Use Flexibility Under PRWORA To Exempt Some Families From
Federal Work Requirements

Reduced federal participation targets—due to declining caseloads and the caseload
reduction credit—and states’ use of their MOE funds in non-TANF programs give
states considerable flexibility in implementing work requirements. (For more infor-
mation on how states use their MOE funds, see Appendix II). Since the implementa-
tion of welfare reform, states have experienced strong economic growth and welfare
caseloads have declined dramatically, from 4.4 million in August 1996 to 2.1 million
as of September 2001, marking a 52 percent decline in the number of families re-
ceiving cash welfare. The work participation target rate for every state in fiscal year
2002 1s 50 percent for all families. However, once the caseload reduction credit is
taken into account, the target rates can be greatly reduced. For example, as shown
in table 2, the actual rate for all families reported by HHS for fiscal year 2000 was
zero in 31 states and less than 25 percent in all but two states.

TABLE 2: FISCAL YEAR 2000 REQUIRED ALL-FAMILY WORK PARTICIPATION RATE FOR EACH
STATE AFTER FACTORING IN CASELOAD REDUCTION CREDIT (STATED RATE WAS 40 PERCENT)

[Target Numbers in Percent]

State Target State Target
Alabama .......cccceveeiieninieieeeeeee 0 | Montana ......cceceeveeveeeeenienieieneeiens 0
Alaska ..... 11 | Nebraska 14
Arizona .... 0 | Nevada ...... 0
Arkansas . 6 | New Hampshire . 0
California 8 | New Jersey ...... 1
Colorado ...... 0 | New Mexico . 17
Connecticut ......ccecvevvereeveneneecicnenns 28 | New YOrk ..ccccoceevveniinieiininieicnceeene 5
Delaware ........ccceeeeeveeeeeeienenieeeens 0 | North Carolina .......c.ccccceeevevieneeerennnne 0
District of Columbia . 11 | North Dakota ... 0
Florida ................ 0 | Ohio ........... 0
Georgia . . 0 | Oklahoma .. 0
Hawaiil .cooooeeeieieieeeeeeseeees 25 | Oregon 0
Idaho .oocoviiieiees 0 | Pennsylvania .......ccccceveveevienencenne 0
Illinois .. 0 | Rhode Island .... 24
Indiana . 0 | South Carolina 0
Towa ...... . 1 | South Dakota ... 3
Kansas .....ccccovieniiiniiniicieee 17 | TENNESSEE ...covveevuverieenieeiieeieeieeenaens 0
Kentucky 0 [ TeXAS coveveeieeirieienieeeeeeeeeeeeeeeene 0
Louisiana 0 | Utah ...... 6
Maine ...... 9 | Vermont 40
Maryland . 1 | Virginia e 0
Massachusetts .......cccceeeeevienieenieennnns 0 | Washington ........ccccccvevevieiieniiecnieennnen, 2
Michigan ......cccccoceevevinienienenieeene 0 | West Virginia ......cccecceveeeeveenencennne 0
Minnesota ... 9 | Wisconsin 0
Mississippi .. 0 | Wyoming 0
Missouri ......... 0

Source: The Administration for Children and Families, HHS.

As a result, states have had increased flexibility in determining the numbers of
adults that are to be working or preparing for work and the types of activities re-
quired. For states to count families’ activities towards the work participation rate,
families have to be participating in federally approved work activities. In a previous
report, we found that some states included recipients in a range of work and work-
preparation activities that extend beyond those that meet federal work participation
requirements, particularly to meet the needs of recipients considered hard to em-
ploy.14 Officials in one state told us that because the work participation rates are
so low due to caseload reduction credits, states have more flexibility in the types
of activities or services provided, for example, substance abuse treatment or mental
health services, without fear of not meeting their federal work participation rates.
In other cases, the lower target rates give states more flexibility in exempting TANF

14For more information, see U.S. General Accounting Office, Welfare Reform: Moving Hard-
to-Employ Recipients into the Workforce, GAO-01-368 (Washington, D.C.: Mar. 15, 2001).
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recipients considered hard to employ from meeting work requirements, as we found
in our report on TANF recipients with mental and physical impairments.15

In addition to the flexibility provided by reduced federal target rates, many states
have increased work requirement flexibility by using state MOE funds to provide
cash assistance through non-TANF programs, as allowed by PRWORA. Twenty-six
states use state MOE funds to provide cash assistance through separate state pro-
grams, which allows states to exclude families from federal work requirements and
to serve certain immigrants ineligible for federal TANF. Sixteen of these states pro-
vide cash assistance to two-parent families through these programs. Several state
officials told us they provide aid in this way to avoid the risk of financial penalties
for failing to meet the federal two-parent work participation rate. State officials told
us that two-parent families often have as many or more challenges as single par-
ents, making the higher target rate for two-parent families difficult to meet.16

While states expressed concern about failing to meet the federal target rate for
two-parent families, all 16 of these states imposed their own state work require-
ments on these families. Thirteen of the 26 states used state MOE in separate pro-
grams to provide cash assistance to certain legal immigrants not eligible for federal
TANF aid; these 13 states still apply a state work requirement for these families
as well. Overall, approximately nine-tenths of the families receiving cash assistance
in separate state programs are still subject to a state work requirement. While
states generally imposed work requirements, about half of them also have policies
in place to exclude families facing significant barriers to work from work require-
ments. For example, 13 states exclude families with an adult who is disabled and
13 states exclude families that care for someone with a disability.

States Excluded 11 Percent of Adult Families From Federal and State Time
Limits

States generally targeted time limit exclusions to families they considered hard
to employ, families that were working but not earning enough to move off of TANF,
and families that were cooperating with program requirements but had not yet
found employment. During fall 2001,17 states excluded from federal or state time
limits 11 percent of the 1.4 million cash assistance families with adults. The number
of families excluded from time limits may increase in the future because most fami-
lies have not yet reached their federal or state-imposed cash assistance time limit.

Federal 20 Percent Extension and State-Funded Time Limit Exclusion Poli-
cies Generally Target Working or Hard-to-Employ Families

States targeted time limit exclusions to families they considered “hard to employ”,
families that were working but not earning enough to move off of TANF, and fami-
lies that were cooperating with program requirements. The majority of states ex-
cluded “hard-to-employ” families in which the parent had a disability or was caring
for a child with a disability, families dealing with domestic violence, and families
with a head of household of advanced age. (See figure 2.) Some of these exclusions
are granted on a temporary basis (such as for disabled recipients pending transfer
to the Supplemental Security Income program), and others are granted for longer
periods of time (such as for family heads of advanced age).

15For more information on TANF and persons with disabilities, see our report entitled: U.S.
General Accounting Office, Welfare Reform: More Coordinated Federal Effort Could Help States
and Localities Move TANF Recipients With Impairments Toward Employment, GAO-02-37
(Washington, D.C.: Oct. 31, 2002).

16 The caseload reduction credit would also decrease the 90 percent work participation require-
ment for two-parent families; however, some states told us that they still moved two-parent fam-
ilies into separate state programs because they did not want to rely on caseload reductions to
avoid a financial penalty.

17In our survey, we asked states to provide us information for the most recent month for
which they had complete data. Most states reported numbers from a month in the first quarter
of federal fiscal year 2002.
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Figure 2: Number of States with Exclusions to Federal or State Time Limits
by Recipient Characteristic
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Source: GAO survey.

Twenty-two states exclude working families from time limits, either through the
federal 20 percent extension or by using state-only funds. Maryland and Illinois, for
example, “stop the clock” for working families by funding them with state-only dol-
lars. Officials from both states told us that their states adopted this policy to reward
working families for complying with program requirements.

States that exclude families by using state-only funds use similar criteria to those
used by states that rely solely on the federal 20 percent hardship extension. Using
the 20 percent extension, states are able to extend time limits for a broad range
of families, such as families cooperating with program requirements or making a
“good faith effort” to find employment. For example, officials from Michigan, a state
that commingles all of its state funds with federal funds, told us that they will use
the 20 percent extension for all recipients following the rules of the program; if the
number of families they want to provide and extension to begins to exceed 20 per-
cent, they plan to continue providing assistance through state funds. Almost half of
the states exclude families making a good faith effort to find employment.

While States Had Excluded 11 Percent of Families with Adults from Time
Limits as of Fall 2001, This Percentage May Increase as More Families
Reach Their Time Limits

States have excluded from time limits 11 percent of the approximately 1.4 million
families with adults receiving federal—or state-funded cash assistance. (See Appen-
dix IIT for the percent of exclusions by state.) As shown in figure 3, 45 percent of
these families—mostly in Illinois, Massachusetts, and New York—were excluded
through states use of state-only funds. An additional 43 percent of the families were
excluded from time limits under federal waivers granted to states before welfare re-
form to conduct demonstration programs. Many of these waivers remain in effect.18

18 Eight states exclude federally funded families from time limits because of pre-existing waiv-
ers to their welfare programs that allow them to exempt federally funded families from the fed-
eral time limit. These states are Arizona, Hawaii, Indiana, Nebraska, Oregon, South Carolina,
Tennessee, and Virginia. In addition, Connecticut was operating under a waiver through Sep-

Continued
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Figure 3: Percentage of Families with Adults Excluded from Time Limits
and Method of Exclusion
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Note: Exclusions do not total 100% due to incomplete data from states. Delaware
was unable to provide us with caseload data and is not included in this figure.
Source: GAO survey.

Even though states are free to exclude all state-funded families from time limits,
64 percent of state-funded families that include adults were still subject to a time
limit imposed by the state. Twenty-six of the 33 states with state-only funds apply
a state time limit to some or all of their state-funded cases. (See Appendix IV for
additional information on state choices regarding funding and time limits.)

The percentage of the caseload that is excluded from time limits may increase,
since most families have not reached their time limit. In 22 states TANF had not
been in effect long enough for families to reach either the federal or the state time
limit by the time we conducted our survey.l® Even in those states where it was pos-
sible to have received 60 months of cash assistance, many families had not reached
their time limit because they have cycled on and off welfare, slowing their accrual
of time on assistance. As a result, only 15 states had begun to use the federal 20
percent hardship extension, and all of these states were applying it to less than 6
percent of their total caseload. One state we visited, California, told us it estimated
that over 100,000 families with adults would reach the federal time limit in the next
year. California plans to use state-only funds to continue aid beyond 60 months to
children by removing the adult from the case. California also plans to continue aid
to families that are making a good faith effort to find employment and to families
that are hard to employ because the adult is aged, disabled, caring for a disabled
family member, or experiencing domestic violence.

States’ Experiences with TANF Highlight Issues for Reauthorization

States’ experiences with implementing TANF time limits and work requirements
for families receiving cash assistance highlight key issues related to reauthorization
of TANF provisions. Officials from the four states we visited and eight states we
interviewed shared their views on work requirements and time limits, and the flexi-
bility they have to implement them. Some state officials commented on the limited
extent of states’ experiences with time limits, given that many families have not yet
reached their time limits, as well as their inexperience with operating TANF during
times of state budget pressures. State officials also highlighted their concerns about
the federal 90 percent work participation requirements for two-parent families.

States Support TANF Flexibility, but Some States Have Concerns

In general, state officials we spoke with were supportive of time limits and work
requirements. For example, Maryland officials said that one advantage of time-lim-
its assistance and work requirements was that families understood that the receipt

tember 2001. As a result, the federal clock did not start on federally funded families that were
exempt from Connecticut’s state time limit until October 2001. Therefore, Connecticut can ex-
tend cash assistance to some of its federally funded families well beyond 60 months without
using the federal 20 percent extension.

19 States responded to our survey using their most recent month of data available—generally
a month in the first quarter of fiscal year 2002 (October through December of 2001).
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of cash assistance was no longer an entitlement, thereby changing the culture of
welfare. In addition, another Maryland official noted that time limits encourage
caseworkers to link families, particularly the hard to employ, to the services they
need to become self-sufficient. States also said that, for the most part, flexibility in
implementing time limits and work requirements were important in allowing them
to meet the needs of special populations while supporting the federal goal of reduc-
ing dependency. The flexibility in implementing their own time limits helps to en-
sure that states can adapt the federal program to meet state and local needs while
still emphasizing the transitional nature of cash assistance through time limits.

While state officials were generally supportive of TANF flexibility, officials in al-
most all of the states we spoke with expressed the desire to have more flexibility
in counting education and training towards the federal work participation rate.
Some states officials also expressed a desire to count activities such as mental
health and substance abuse counseling towards the federal work participation rate.
The states that did not opt for additional flexibility through the use of state-only
funds expressed two general concerns. First, they were uncertain about the con-
sequences of their funding flexibility under TANF. A Mississippi TANF official told
us that the state plans to follow the federal regulations rather than risk penalties
by establishing its own program rules that could become confused with the federal
regulations. Second, Colorado state officials were concerned about the potential ad-
ministrative burden that could result from creating separate funding or programs
that used state-only funds.

Changing Economic Conditions May Pose Difficult Choices for States in the
Future

Up until very recently, TANF has been implemented under conditions of strong
economic growth, with declining cash assistance caseloads and the resulting in-
crease in resources available to states to assist families. This has fostered increased
flexibility in how state officials use their federal TANF and state maintenance-of-
effort dollars. Several states we interviewed now face budget pressures and increas-
ing cash assistance caseloads, which could affect the policy choices they make about
funding mechanisms and time limit exclusions in the future. This could affect some
states’ choices regarding continued support for families that take longer to become
self-sufficient. California state officials noted that its plan to continue aid for all
children whose parents have reached time limits may pose a future financial burden
on the state.

States’ Experiences with Adequacy of the 20 Percent Federal Extension
May Change as More Families Reach Time Limits

State officials generally thought the 20 percent federal extension was adequate
now, but were less sure about the future, given that many families have not yet
reached the 60-month time limit. Given that states’ experiences with families reach-
ing their time limits is still limited, it is important to emphasize that much remains
unknown nationwide about the numbers, characteristics, and experiences of families
who have reached or are close to reaching federal time limits on assistance. In the
past we have recommended that HHS work with state officials on this issue to pro-
mote research and provide guidance that would encourage and enable state officials
to identify who has reached the 60-month time limit before they are able to work.
HHS has taken steps to do s0.20

States Support the Goal of Helping Two-Parent Families Reduce Their De-
pendency but Would Like More Flexibility in the Federal Two-Parent
Work Participation Rate

State officials cited their difficulties in meeting the federal work participation tar-
get rate for two-parent families and a few discussed their solutions—serving two-
parent families in separate state programs to avoid potential financial penalties.

These states typically apply their own work requirements and time limits to these

families, demonstrating the states’ expectation that these families take steps to re-

duce dependency in the absence of a federal requirement to do so.
Mr. Chairman, this concludes my prepared statement. I will be happy to respond
to any questions you or other members of the subcommittee may have.

GAO Contacts and Acknowledgments

For future contacts regarding this testimony, please call Cynthia M. Fagnoni at
(202) 512-7215 or Gale Harris at (202) 512-7235. Individuals making key contribu-

20 For more information, see GAO-01-368.
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tions to this testimony included Sigurd Nilsen, Katrina Ryan, Elisabeth Anderson,
Kara Kramer, Kim Reniero, and Patrick DiBattista.

APPENDIX I: STATES’ CHILD-ONLY CASELOADS AND REASONS FOR CHILD-ONLY CASES

Percentage of TANF and state MOE child-only cases by reason

Percentage

of total Parent Parent is Parent is Non- Other

caseload receiving ineligible subject to parental reason

that is SSI noncitizen sanctions caregivers

child-only

Alabama .... A5 it s e e e
Alaska .... 19 39 0 0
Arizona .. 44 0 0 4
Arkansas A2 et s e e tetenaeeeeeas
California 34 14 39 16 8
Colorado ..... 38 27 1] 0 17
Connecticut 34 40 5 1 0
Delaware ......cccccocevevcencs cveeeeee
D.C. .. 19
Florida 57
Georgia 46 0
Hawaii 18 i i e e eereeieenaeas
Idaho ... 42 0 0 0 100 0
Illinois . 40 58 10 0 28 4
Indiana 20 42 4 13 41 0
Towa ... 25 it s s e eenreeeeas
Kansas 33 35 4 5 56 0
Kentucky 44 1] 0 0 100 0
Louisiana 45 45 0 0 55 0
Maine ..... 24 it s s e e
Maryland ... 33 18 1 1 76 5
Massachusetts . BT it e e e aeenae e
Michigan 32 54 3 40 0
Minnesota 21 47 11 0 40 2
Mississippi . AB i e e seeeneeeieen aeraeesreesaens
Missouri . 25 50 1 0 49 0
Montana 22 37 7 0 56 0
Nebraska ... 31 64 0 0 36 0
Nevada 31 9 12 0 76 3
New Hampshire 29 30 0 0 51 19
New Jersey ... B4 it s e reeneenreee eesaeenaeenns
New Mexico 15
New York 32
North Carolina .... BO s e e eereeneetenes eeenaeseeeen
North Dakota 25 18 0 32 50 0
Ohio ........... AB it s e e terenae s
Oklahoma 44 34 6 0 60
Oregon 35 28 25 3 37 7
Pennsylvania ... 28 s s e eeeneenreene aeesaeesaeenns
Rhode Island ... 18 52 32 0 16 0
South Carolina 45 41 1 0 58 0
South Dakota 57 22 1] 0 78 0
Tennessee .. 28 41 0 0 58 0
Texas ... 34 0 77 0 0 23
Utah .... 29 30 0 0 70 0
Vermont . 16 56 0 0 44 0
Virginia .. 2T it e e e et
Washington .. 32 28 21 0 48 3
West Virginia Bl ciiriiiies s e eeeneenreene aeesaeenaeenns
Wisconsin .. 61 51 0 0 49 0
Wyoming T8 oeriies s e reeneene e eesaeenaenns

APPENDIX II: STATE FUNDING CHOICES

Most states use some form of state MOE funding to provide cash assistance to
families. Eighteen states relied solely on federal or commingled federal and state
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funds in their TANF programs to provide cash assistance, as shown in figure 4. The
other 33 states used at least one of the state MOE funding options in addition to
commingled funds: 7 had segregated state funds; 17 had separate state programs;
9 had both segregated funds and separate state programs.

Figure 4: Number of States That Use Different Funding Mechanisms to Ex-
pend State Funds on Cash Assistance
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Source: GAO survey.

States across the nation have opted to use state MOE funds to provide cash as-
sistance. (See Table 3.) States with larger caseloads are more likely to use seg-
regated funds or separate state programs than smaller states; similarly, states with
the smallest caseloads are more likely to commingle all of their state and federal
funds.

TABLE 3: FUNDING STREAMS IN ALL STATES AND THE DISTRICT OF COLUMBIA

Commingled + seg-

Comminged fonds | Commineled x| Compinglod s soprate | 1o Mo
Alaska ......coceeeveienenns Arizona ......c.cccceeenee. Alabama .......ccccc...... California.
Arkansas .... Massachusetts .......... Georgia .....ceevereereeens Connecticut.
Colorado Minnesota .. . District of Columbia.
Nebraska .....c.ccccceuee. Delaware.
Oregon .......ceceveeeeeens i Florida.p
Pennsylvania . .. | Missouri . ... | Ilinois.
Kentucky .... Washington ............... Montana ........ccceeveene Maryland.
Louisiana .... Nevada ....ccccoevveeenne Rhode Island.
Michigan .. New Jersey ... Vermont.
Mississippi New Mexico ..
North Carolina New York ..
North Dakota .... Tennessee ..

New Hampshire Texas ..

Ohio ............ Utah ....
Oklahoma ... Virginia .....ccccceeenee.
South Carolina .......... Wisconsin .......ccceeue.
South Dakota Wyoming

West Virginia ....

aNorth Carolina uses only federal funds to provide cash assistance
bFlorida has segregated and separate state programs but no federal/commingled.
Source: GAO survey.

Even though two-thirds of the states have opted to use segregated funds, separate
state programs, or both to provide cash assistance, only 11 percent of the total num-
ber of families receiving cash assistance is funded with these funds.
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APPENDIX 11I: PERCENTAGE OF TANF OR MOE FAMILIES WITH ADULT RECIPIENTS IN EACH
STATE NOT SUBJECT TO FEDERAL OR STATE TIME LIMITS

State Percentage State

Percentage

Alabama .......cccceeeeevienenieeienienen.
Alaska ..
Arizona .
Arkansas .
California
Colorado ..

Connecticut .
Delaware .

Illinois ..
Indiana .
Iowa ...... .
Kansas ......coceveveniencniniccnee
Kentucky ...cccooeevvvveniiiiienieeieen,
Louisiana

Maine ......
Maryland .....

Massachusetts
Michigan .....

Minnesota
Mississippi
MiSSOUTT wevvereeeierierieienieeicieeee

Montana ......ccceceeveneeiieneneenienne
Nebraska
Nevada ...
New Hamps
New Jersey ......
New Mexico .
New York .....
North Carolina ...
North Dakota ...

Ohio ...........
Oklahoma ..
Oregon .......
Pennsylvania
Rhode Island ....
South Carolina
South Dakota ...
Tennessee ......cccocevveeveeneneennenne
TEXAS .eoveeeeeriniereeienieereieneeeenne
Utah ...

N

f;l\')

W N
NOOXWWOUNOOHOIROTIONNEJOOOHOH

25 | Vermont .
Virginia .....

53 | Washington
West Virginia

10 | Wisconsin .....
Wyoming ...

1\ [\

[\ ©

I\

[
NOOCOOR IR OOONAINIHAROONOOWO MO

aDelaware was not able to provide us with data on the families excluded from time limits in its caseload.

Source: GAO survey.

APPENDIX IV: STATE-BY-STATE INFORMATION ON STATE FUNDING, APPLICATION OF TIME LIMITS,
AND USE OF 20 PERCENT EXTENSION

Have state Apply state Have not .
MOE funds tirgg {imit to reached fed- \g; ree;tselﬁtg
States in segregated | some/all fami- eral and/or extelr)lsion at
and separate lies served state time time of sur-
state pro- through state | limit at time
grams MOE funds of survey vey
(33) (26)
X X
AlaSKa ..oovieeieieieeeeeeeeeeeiene | et
Arizona .... X
ATKANSAS .oveiiiiieiieieniieienieseeienesiens | eeveenienesiienen | eeneeeeienieeeas
California X X
Colorado ....coceevvereeieninieenenieeneeee | e | e
Connecticut X X
Delaware . X X
DC ........ X ] s
Florida X X
Georgia . X X
Hawaii X X
TdAho eoovvieieieeeieeeeeeeeeeeees | e | e
Illinois .. X
Indiana . X

Towa ......
Kansas ..
Kentucky .
Louisiana
Maine ......
Maryland ....
Massachusetts
Michigan
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APPENDIX IV: STATE-BY-STATE INFORMATION ON STATE FUNDING, APPLICATION OF TIME LIMITS,
AND USE OF 20 PERGENT EXTENSION—Continued

Have state Apply state Have not :
MOE funds time limit to reached fed- ‘g]; re usmtg
States in segregated | some/all fami- eral and/or extegzgginat
and separate lies served state time time of sur-
state pro- through state | limit at time ve
grams MOE funds of survey y
Minnesota ......ccccecevieviviniiiinininiene.
Mississippi .

Missouri ..
Montana ..
Nebraska .
Nevada .......
New Hampshire .
New Jersey ....
New Mexico
New York .......
North Carolina ..
North Dakota .....
Ohio ............
Oklahoma
Oregon ........
Pennsylvania .
Rhode Island ......
South Carolina ..
South Dakota .....
Tennessee ...
Texas ...
Utah ...
Vermont
Virginia ...
Washington
West Virginia .
Wisconsin ...
Wyoming ......ccceeceeeveeeneerieenienieenieee

aDelaware was not able to provide data on their use of the federal 20 percent extension.
Source: GAO survey.
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e —

Chairman HERGER. Thank you very much, Ms. Fagnoni.
Maybe at this time, before going into questioning, the Ranking
Member from Maryland would like to make an opening statement.
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Mr. CARDIN. Thank you, Mr. Herger. Let me thank the Chair-
man. I apologize for being a little bit late. I had a morning meeting
in Baltimore and sometimes the commute between Baltimore and
Washington gets a little bit longer because of some of the road con-
struction. If Congress would only appropriate the right amount of
money for the roads, I could get here on time.

[Laughter.]

Mr. CARDIN. Mr. Chairman, over the last 6 years, the percentage
of welfare recipients who are working has tripled. Furthermore, the
percentage of never-married mothers who are working has climbed
from less than 50 percent to almost 70 percent. Many of the women
in this group have left welfare for work.

Now, obviously, this has been as a result of the TANF legislation
passed 5 years ago. It has been as a result of a growing economy.
We have also made work pay by increasing the earned income tax
credit. All of this has contributed to the fact that we have more
people working off of the welfare rolls. I find that noteworthy, de-
spite the fact that I think most States would agree that the Federal
work participation requirement did not really mean that much be-
cause of the credit that was available on people coming off of the
welfare rolls.

I make that point, Mr. Chairman, because the States have acted
responsibly without a Federal mandate on the work requirements,
effectively. So I think we need to understand that the trust that
we had in the States 5 years ago was well placed.

As we now look at the next step in welfare reform, I think we
need to be somewhat cautious about being so prescriptive on the
work requirements and taking away flexibility from the States that
it makes it more difficult for the States to really carry out the in-
tent of welfare reform.

So, yes, I believe very strongly in a work requirement and a work
requirement that is meaningful. In fact, the legislation that I filed
on behalf of my Democratic colleagues changed the credit from the
caseload reduction to the employment so that we offer positive in-
centives for finding employment for people coming off the welfare
rolls. But I just urge us not to be so prescriptive and restrictive to
the States that they really cannot accomplish the purpose of wel-
fare reform.

I am concerned that some of the requirements that are proposed
by the President could, in fact, work just the reverse. It could en-
courage the States to go into work there rather than into private
sector employment, and our objective is to get people into private
sector employment, not into workfare jobs. I am concerned that by
the work requirements that have been put into the President’s pro-
posal that we may actually be contrary to the trend we have seen
over the last 5 years of finding private sector employment for the
people coming off of welfare.

I think that is also true with the fact that the President’s budget
does not provide any additional funds for child care. If we are going
to increase the work participation rules, then obviously we are
going to have to put more attention on child care. If, in fact, there
are no additional resources put on child care, to a certain degree,
I think this becomes an unfunded mandate on the States and
something this Committee needs to take a very careful look at.
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So, Mr. Chairman, I look forward to the panel that we have. I
look forward to our questioning of Ms. Fagnoni and her work with
the panel that you have brought together so that we can come to
a meaningful work requirement within the TANF reauthorization,
one that affords the States the flexibilities that they need in order
to make sure people not only come off the welfare rolls but have
meaningful employment and can take care of their needs and do
not have to live in poverty.

[The opening statement of Mr. Cardin follows:]

Opening Statement of the Hon. Benjamin L. Cardin, a Representative in
Congress from the State of Maryland

Mr. Chairman, over the last six years, the percentage of welfare recipients who
are working has tripled. Furthermore, the percentage of never-married mothers who
are working has climbed from less than 50% to almost 70%. Many of the women
in this group have left welfare for work.

Obviously the strength of the economy over the last eight years, plus the work
supports enacted by Congress over the last decade, especially the increase in the
Earned Income Tax Credit, have substantially contributed to this trend. But I be-
lieve that welfare reform also has played a positive role in raising employment lev-
els. Interestingly, States have managed to achieve this progress without massive
work participation requirements coming from Washington. As we have heard before,
and will hear again today, the caseload reduction credit greatly reduced or elimi-
nated the Federal participation rates under TANF for every State.

This raises a key question. If welfare reform has been successful in promoting
work without Federal work participation requirements, why does the Administra-
tion believe that much stricter Federal requirements are now central to the contin-
ued success of welfare reform?

I do not have a problem with replacing the current caseload reduction credit with
an employment credit. In legislation that I introduced earlier this year, I proposed
just such a change in order to reward States for helping people leave welfare for
work, rather than simply exiting the rolls. However, I am concerned that drastically
increasing the work participation rates and hours on the States, as proposed by the
Administration, could actually have a harmful impact on the States efforts to move
welfare recipients into real jobs.

Forcing States to focus time, money and effort on enrolling welfare recipients in
unpaid, short-term work experience programs could distract them from their efforts
to move welfare recipients into long-term, wage-paying jobs. For example, States
could be forced to cut child care assistance for former welfare recipients and the
working poor in order to pay for the day care costs of participants in workfare pro-
grams, especially since the Administration’s plan does not include a single dime of
new money for child care.

Furthermore, research suggests that unpaid work experience programs are not
particularly beneficial in promoting long-term employment compared to other activi-
ties. For example, a study conducted by the University of Washington found that
State’s workfare program was less effective in boosting future earnings of welfare
leavers compared to vocational training or even simple job search activities.

Perhaps that is one of the reasons that so few States have implemented workfare
programs over the last six years. I do not see any reason why the Federal govern-
ment should demand they do so now.

Finally, before I conclude, let me say a word about the five-year limit on TANF
benefits. I believe that time limits send an important and necessary message to wel-
fare recipients, namely that they need to take responsibility for their lives and at-
tempt to move toward self-sufficiency.

But once an individual heeds that call, and they begin working and doing every-
thing else we are asking of them, I believe States should have the flexibility to pro-
vide a wage subsidy to that person with TANF funds, without that assistance count-
ing toward the individual’s time limit. Considering that many welfare recipients
may find low-wage, less-than-full-time employment, we should not discourage States
from providing wage supplements to make work pay and to help working families
escape poverty.

Thank you.
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e —

Chairman HERGER. I thank the Ranking Member for his com-
ments. Now we will turn to questions, and the gentlelady from
Connecticut, Mrs. Johnson, to inquire.

Mrs. JOHNSON. Thank you very much for your testimony, Ms.
Fagnoni. You did move through a lot of very, very important infor-
mation very rapidly, and I do not think any of us realize the extent
to which the work requirements were not a problem to States be-
cause they were not being met.

After all the President’s proposal does start out with the same
50 percent that is current law. While he phases in higher work re-
quirements, in looking just at that 50 percent, what are the three
or four key things, changes in the law that we would need to make
in order to really require States to meet that 50 percent?

One that comes to mind from your testimony is that we would
have to say that you cannot move these folks into State programs
unless those State programs also have work requirements. Moving
people into State programs that do not have work requirements
seems to be a significant dodgeball move. Is that true or not? Could
you give us any sense of proportionality in terms of these different
actions that end up undermining the work requirements so that we
can get a better picture of what we would have to do to make sure
that the work requirement currently in the law does hold?

Ms. FAGNONI. Actually, what we have found is that while States
use the flexibility given to them in part because of the caseload re-
duction credit, and they did use that flexibility to, in some cases,
provide assistance to people through State funding, that in most
cases, the individuals in these programs were still subject to State-
imposed work requirements. I believe the figure is 90 percent.

The difference, though, is that in the State programs, States
often will define work activities somewhat more broadly than what
is allowed for under the Federal participation rate rules. So States
might include things such as having somebody attend substance
abuse treatment, something like that, somebody who needs that
kind of help they feel to help move them into the work force. Under
the States’ program, that might count as a work activity. So States
have used the flexibility to impose their own types of work require-
ments on most of the people who are in the State programs.

Mrs. JOHNSON. Are you saying that 90 percent of the State pro-
grams do have work requirements?

Ms. RYAN. Ninety percent of the families served with separate
State programs are subject to a State work requirement.

Mrs. JOHNSON. And do we count the people in State programs
that work toward the Federal work requirement?

Ms. FAGNONI. Not in all cases, that is right, because again, the
States may be defining this differently than the Federal definition.

Mrs. JOHNSON. Well, ignoring for a moment the fact that the def-
inition may be different, because under the new law that may not
be such a problem, it would be useful to know that if we included
the people in State work programs, then are the States—how close
are the States coming to meeting the current 50 percent require-
ment? The idea that they are meeting 5 percent is very disturbing.
On the other hand, if 90 percent of the States have people in pro-
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grams that have work requirements, and then we can get into the
definitional issue later, but we need to know that.

Ms. FAGNONI. I do not think we have a specific number that it
would raise the percentage to, but again, these percentages are
what they are required to meet. It does not necessarily mean that
they have only done that amount, even through the Federal rules.

In fact, we did a report a couple of years ago where we looked
at the fact that about 42 percent of TANF recipients on the rolls
were engaged in some kind of Federal type of work activity, work
activity as defined under the Federal laws. So just because they
have a very low actual percentage, they need to meet does not
mean that States, even under the Federal definition, have only met
that amount.

Mrs. JOHNSON. It would be very helpful in going forward if you
could look at sort of that last report and this report and help us
see, under Federal law, how many actually are working, meeting
the work requirements, and then under those who have been
moved into State programs——

Ms. FAGNONI. If we added those in.

Mrs. JOHNSON. Because otherwise, it sounds like they are just
moving them out of sight, out of mind, and that they are not part
of the same program, and most of the State programs are very
similar, but because of some of the lack of flexibility in our pro-
gram, they have dealt with them differently. I do not know wheth-
er you have any statistics that would indicate how many of the peo-
ple in State work programs are spending what percentage of their
time in drug treatment and so on.

Ms. FAGNONI. No, we do not have that specific information.

Mrs. JOHNSON. Thank you.

Chairman HERGER. I thank the gentlelady from Connecticut.
Now the Ranking Member, Mr. Cardin, from Maryland.

Mr. CARDIN. Thank you, Mr. Chairman.

Reading over your report, I see that you say that officials in al-
most all States we spoke to expressed the desire to have more flexi-
bility in counting education and training toward the Federal work
participation rate. Can you elaborate any further on that? What
were the reasons for this? Is this just the fact that they want more
flexibility in dealing with a Federal requirement or did they find
that helpful in trying to find permanent placements for people who
are leaving the welfare rolls?

Ms. FAGNONI. I think one of the issues is there seems to be some
confusion over what kinds of education might count. It is supposed
to be education that leads to employment, so there is some confu-
sion there, some restrictions on the amount of vocational education
that can count. And I think what States tend to tell us is that they
want the flexibility to be able to decide, and sometimes on a case-
by-case basis, that somebody needs some somewhat different pack-
age of services that they think will move that person into the work-
force. States would like to have that ability to do that.

Mr. CARDIN. That is totally consistent with what we have heard
from the National Governors and what we have heard from our
State legislators who have been here talking about the fact that
one size does not fit all and that is the real advantage of the origi-
nal TANF bill. But you are right. We have found that some States
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have interpreted Federal law on vocational education differently,
and they have asked us for some help in giving them more flexi-
bility in trying to meet their own individual needs.

One of my concerns is that, if I understand the President’s pro-
posal, there is a significant additional restriction on vocational edu-
cation in that for the average person on welfare, they have to be
in an employed position for 24 hours a week before they can get
into vocational education. Did you have any conversations with the
States as to how they would feel about such a proposal?

Ms. FAGNONI. At the time we were doing our work, specific pro-
posals had not yet been introduced. Certainly, there were some
general discussions about possible actions that might be taken,
such as raising the Federal work participation rate, and basically
what States told us with that was that some States at least said
they think they could deal with a higher rate if they had some
more potential flexibility in what might count toward that, as a
work activity toward that new higher rate.

Mr. CARDIN. And I think that is consistent with what we are
hearing, as you said, more flexibility. Some States are using more
intensive vocational education for different types of people that
could not fit into a 24-hour work week, is that not correct? Are they
not using some

Ms. Ryan. States did not specify that with us. They had just
mentioned more flexibility in the area of vocational education and
training, substance abuse treatment and mental health treatment,
but we did not get into specifics.

Mr. CARDIN. More flexibility with the amount of time, with the
l-year restriction? More flexibility with the percentage of their
caseload that could be in vocational education? More flexibility as
to what is considered vocational education, or all of the above?

Ms. FAGNONI. I think it would probably be all of the above as it
relates to the Federal requirement. You came back to the discus-
sion with Mrs. Johnson. States with their own State funding are
already using the flexibility that that provides to define work ac-
tivities a little bit differently than the Federal definition.

Mr. CARDIN. That is very helpful. You also mentioned the fact
that my State of Maryland is instituting wage supplements but feel
that it is unfair that it counts toward the 5-year clock. So instead,
what they are doing is using State funds only. Does that seem to
be occurring more among the States, the use of State funds rather
than using TANF funds in order to do things that are not per-
{nit‘rc)ed or that run counter to the intentions of the Federal TANF
aw?

Ms. FAGNONI. There are certainly States that are using State
funds under the provisions of TANF to not meet Federal require-
ments but often placing their own types of requirements, including
time limits. Some States have chosen, including Maryland, Illinois
is another example, have chosen to use the State funding to allow
them to, if you will, stop the clock for those who are receiving
TANF but working. So they are, again, using that flexibility pro-
vided through the State funding. Some States have made that
choice, others have not.

Mr. CARDIN. It is interesting, because all the studies that we
have seen show that wage supplements are positive. It helps. It
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helps people leave welfare and be able to have permanent employ-
ment and take care of their families, et cetera, and the wage sup-
plements are good. As you point out, States have not had a problem
yet with the 20 percent exemptions generally on the 5-year clock
but they are concerned in the future that they are going to have
a problem with the 20 percent meeting the 5-year clock, and there-
fore they are reluctant to use the wage supplements toward the 5-
year clock, and that is one of the reasons I think they are asking
us to modify that rule.

Thank you, Mr. Chairman.

Chairman HERGER. Thank you, Mr. Cardin. Would the gen-
tleman from Louisiana, Mr. McCrery, wish to inquire?

Mr. McCRERY. Yes. Thank you, Mr. Chairman.

My colleague from Maryland has spoken in his opening state-
ment about his confidence in the States to do the right thing when
given flexibility. I look forward to working with them on the unem-
ployment compensation situation to give them the same flexibility.

Mr. CARDIN. Absolutely. We will put it together.

Mr. McCRERY. Ms. Fagnoni, again, tell us what percentage of the
current TANF caseload is not subject to the work requirements.

Ms. FAGNONI. Well, there are two ways we have presented this
in the testimony. One has to do with the child-only cases, which,
because there is no adult in the case, they are exempt from both
the work requirements and time limits and that is about a third
of the total caseload.

The work requirements, what we have is that under the separate
State programs, the fact that about 90 percent of families are still
subject to some sort of State-imposed work requirement while they
may not be subject to the Federal requirement. But again, the
child-only cases are not subject to the work requirement at all.

Mr. McCRERY. Do you have a percentage of the current caseload
that is not subject to the Federal work requirement?

Ms. FAGNONI. No, we do not. We do not have that information
other than for the child-only cases.

Mr. McCRERY. Is it not a fact that of the current caseloads, an
extremely low percentage of those left because of the caseload re-
duction credit that the States get are not subject to the work re-
quirement?

Ms. FAGNONI. Well, as I pointed out a little bit earlier, what the
caseload reduction does is specify the rate that the States would
have to meet to be in compliance, so it is a minimum. It does not
mean that that is all States are doing, and in fact, from a report
we did a couple of years ago, about 42 percent of TANF recipients
are engaged in some kind of work activity who are receiving TANF.
So while the effective rate, the minimum is very low, States—and,
of course, it varies across States—States are having participants,
even with the Federal funds, participate in work activities.

Mr. McCRERY. So what you are saying, I think, is that under the
current Federal law, the States would not be required to have a
large percentage of their caseload working, but, in fact, because of
State work requirements, there is a higher percentage than is re-
quired by the Federal law.

Ms. FAGNONI. Or their own choices about how they are dealing
with TANF recipients to ensure that they are moving into the work
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force before they hit the 5-year time limit. Many of them are hav-
ing them in work activities even under the Federal definition to
prepare them for work. So the caseload reduction credit and how
that affects their rate is not what is driving States as much as it
is their own decisions about how to help people while they are on
welfare.

The other thing that States have told us, just as an aside, is they
do not always—actually, when they are looking at their Federal
participation rate, they often are not sure how the caseload reduc-
tion credit is going to be applied, so in some cases, they just have
not even thought about that. They were too worried that they
might miscalculate and be out of compliance, so they have gone
ahead and tried to meet Federal work requirements that they
thought might apply to them. So they have actually found that re-
duction credit somewhat confusing.

Mr. McCReERY. Mr. Chairman, we do not have with us today
HHS, but they have a recent report that shows that a very high
percentage of recipients are not doing anything to prepare for work
while receiving their benefits. So I think we need to get some more
testimony on this to clear it up and find out just where we are.

How many States do not have any work requirement?

Chairman HERGER. Excuse me. Secretary Thomas will be before
us next week, so we will be able to inquire.

Mr. McCRERY. Good. How many States have no work require-
ments for those in separate State programs?

Ms. RyaN. I think we have found that the majority of States
have implemented State work requirements in those separate State
programs.

Ms. FAGNONI. So that 10 percent are not.

Ms. RyAN. Of the families.

Ms. FAGNONI. Of the families would not be subject to a work re-
quirement, again, of the families with an adult.

Mr. McCRERY. OK. Just one quick question, Mr. Chairman. As
the States spend money on separate programs, and they do not use
the Federal dollars for whatever reason, do those expenditures
count against their maintenance of effort requirement?

Ms. FAGNONI. Yes, they do. Yes.

Mr. McCRERY. Thank you.

Chairman HERGER. Thank you, Mr. McCrery. Now we will turn
to the gentleman from Michigan, Mr. Levin, to inquire.

Mr. LEVIN. Thank you very much. This has turned out, Mr.
Chairman, I think to be a useful hearing. I hope that all the Mem-
bers will read and listen to what you say. I sense there is a polar-
ization growing in this place about the next step of welfare reform
that I do not understand.

Mr. Cardin pointed to a portion in your report where you talk
about while State officials were generally supportive of TANF flexi-
bility, officials in almost all the States we spoke with expressed the
desire to have more flexibility in carrying education and training
toward the Federal work participation rate. Those of us who sup-
ported, especially as we finally shaped it, welfare reform believe
the States should have some flexibility, and the curious thing is
now that some of those supporters seem to be saying the dictate
should come from here and I do not really understand that.
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Also, I did not see it in the written testimony, if you would read
back, if you would, Ms. Fagnoni, what you said about States not
using caseload reductions. I just got the first part of that. I think
I got the first four words right, but I am not sure.

Ms. FAGNONI. What we said basically was that because of the
caseload reduction credit, a number of States, their mandated par-
ticipation rates were, in effect, much lower than one might think
from just looking at the law, and for 31 States, the mandated par-
ticipation rate was zero once one factored in the caseload reduction
credit.

Mr. LEVIN. And then you said something about the States were
not using—what did you say about that?

Ms. FAGNONI. Well, my point was——

Mr. LEVIN. Do you remember? Is it in your written testimony?

Ms. FAGNONI. Well, my point was that while this is the man-
dated participation rate, that does not mean that is what States
have done in fact in terms of placing people in work activities, ei-
ther with the Federal funds or with the State funds. What that
specifies is what they are mandated to do to, at a minimum, to not
have a financial penalty.

Mr. LEVIN. But I think you then went on to say that the States
were not using caseload——

Ms. FAGNONI. Well, what I said was this is not something that
is given to them in advance. It sort of depends on how the caseload
declines and some States were worried that they might not be sure
of what the mandated rate would turn out to be, so they tended
to not place so much weight on what a caseload reduction credit
might end up being because of that concern.

Mr. LEVIN. I think the main point here is that States are using
the flexibility by and large to get people to work and that even
those who are on cash assistance, and substantial numbers are in
some kind of a work or work-related activity. Mr. McCrery talked
about an HHS report. Do you know, does the HHS collect data on
the work participation as defined by Federal law or——

Ms. FAGNONI. Yes.

Mr. LEVIN. So when you cite or talk about the HHS report, those
data are, as I understand it, in terms of the Federal definition and
not what the States may be doing within their own programs. Is
that an accurate statement of HHS data?

Ms. HARRIS. Their data reporting changed dramatically. I think
for fiscal year 2000, it is supposed to be the first year that they
had some information on not just activities that count toward the
Federal participation rate but a broader set of activities, and we
have not seen that data yet and you might have that data. With
the old data reporting system, it was more just geared toward
those federally counted activities, and I think there is new data
now on a broader set of activities.

Mr. LEVIN. And those data, in terms of State programs, is that
a comprehensive report from the States? Would that cover all of
the work or work-related activities as defined by the States?

Ms. HARRIS. I do not have the details of it.

Mr. LEVIN. You are not sure.

Ms. HARRIS. I believe that was the intent.
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Mr. LEVIN. The reason is I think that we need to discuss what
are the major challenges before us today as we look at welfare re-
form. There has been no discussion here today about the average
wage of people who move off of welfare into work, which according
to unemployment data is $2,050 a quarter, about $8,000 a year. I
think before we get polarized over the issue of work requirements,
we had better ask ourselves whether an objective of welfare reform
is to help people move out of welfare into work and in a way that
they will in a foreseeable future be earning enough so that they
can feed and educate their children and actually snip the depend-
ence that they once relied on. Thank you.

Chairman HERGER. I thank the gentleman from Michigan. Now
I recognize another gentleman from Michigan to inquire, Mr.
Camp.

Mr. Camp. Thank you, Mr. Chairman, and thank you for holding
this hearing.

Ms. Fagnoni, I have been listening carefully to your testimony,
and I think it does get a little bit confusing between what the Fed-
eral requirements are and what States are actually doing. I am in-
terested in kind of your assessment on what implication your testi-
mony about exceptions to work requirements and time limits has
for the President’s proposal, which would require 24 hours a week
of work as opposed to the current 30, and then 16 hours of any
other activity, which many of us would view as strengthening the
work requirement. Even though it means that we may be expecting
more of parents receiving cash assistance, would a large portion of
the caseload not be exposed to those increased requirements given
the data as you have seen it?

Ms. FAGNONI. In some cases, it is difficult to exactly know what
all the interactions might be between what is going on now and
what a specific proposal might do, but certainly one would have to
set aside the child-only cases which are—I mean, we cite the one-
third, but it is a number that has been growing. So that portion
of the caseload, because there is no adult receiving assistance,
would be exempt. So that is one piece of the story.

Then there are some other pieces of the story related to, you
know, some of the States’ decisions to serve individuals, families
with adults through their State funds, either because in some cases
they were concerned. For example, two-parent families, they were
concerned they might not be able to meet participation rates given
what they thought were some of the problems that two-parent fam-
ilies faced, or where they felt that serving people with State funds
might allow them to, again, expand the definition of work activities
a little bit, or their choices in things like stopping the clock when
people are working and receiving TANF.

So based on what States were telling us, and again, not linked
to any specific proposal, but based on what at least some of them
were telling us, they felt that they could handle somewhat higher
work participation rate requirements if they were given perhaps
some more flexibility with how those activities might be defined,
but we did not get into specifics and did not have specific proposals
in front of us to talk through with them.

Mr. CAMP. And part of that also, the two-parent families, would
likely be enrolled in separate State programs and——



31

Ms. FAGNONI. That is what is being done quite a bit now, yes.

Mr. CAMP. In looking at this data, you mentioned that 11 percent
of the caseload is not subject to time limits, but only 11 percent of
that group is using the Federal hardship exemption. So am I un-
derstanding that about 1 percent of the caseload, total caseload,
currently uses the Federal hardship exemption?

Ms. RYAN. Of the adult caseload, that is correct.

Mr. CAMP. The adult caseload.

Ms. RYAN. But, obviously, the time limits have not been in place,
or some States, 5 years is just beginning to hit. So a lot of States
have not even begun to use the Federal 20 percent extension.

Mr. Camp. I see also that on page 22, Oregon and Arizona stand
out as exempting a significant portion of their caseloads. How have
these States been able to avoid imposing time limits almost of any
kind?

Ms. RyaN. Through waivers. Oregon has a waiver in place that
exempts anyone if they are participating in a self-sufficiency activ-
ity, so that is all underneath waivers that were implemented before
the Personal Responsibility and Work Opportunity Reconciliation
Act (PRWORA) was passed.

Mr. Camp. I also want to bring attention to a Congressional
Budget Office (CBO) view on child care funds. In 1996, they esti-
mated that if States continued to spend, they would be under-
funded by about $13.1 billion, and, of course, that did not happen.
We ended up having a surplus in TANF, contrary to CBO’s pre-
dictions. I think part of the difficulty in projecting this is not really
understanding what the caseload dynamic is going to be in the fu-
ture. Do you have any way of telling us or predicting that?

Ms. FAGNONI. We do not have a way of predicting that. We can
tell you that for the national data that are available through HHS,
which lags somewhat, it is through September, I think it was about
28 States that were experiencing some relatively modest increase
in their TANF caseloads. But the national caseload was still declin-
ing by a modest amount.

We actually have work currently underway for Mr. Cardin where
we are collecting more up-to-date information on caseloads from 25
States and that will take us through December, which may give us
a better idea of whether caseloads might be creeping up a little bit.
But again, even that does not necessarily tell us what the future
will look like, given economic conditions.

Mr. CAMP. But there is nothing to say that the additional 16
hours in any other activity, which might include training, might ac-
tually cause another dramatic drop in welfare caseloads. There is
nothing to say that might not happen.

Ms. FAGNONI. Yes. I think it would be really difficult to predict
because of a lot of interactions that might occur related to the
availability of jobs and things like that. For much of welfare re-
form, there are a lot of jobs in the private sector that were pretty
readily available for people.

Mr. CAMP. I see my time has expired. Thank you, Mr. Chairman.

Chairman HERGER. Thank you, Mr. Camp. Now the gentleman
from Pennsylvania, Mr. English, is recognized.

Mr. ENGLISH. I thank you, Mr. Chairman, and Ms. Fagnoni, it
is great to have you before us again.
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Ms. FAGNONI. Thank you.

Mr. ENGLISH. Your testimony shows that 23 percent of child-only
cases involve ineligible non-citizen parents receiving benefits for
their eligible citizen children. What about in separate State pro-
grams? Do we know what proportion of the families being served
are non-citizens?

Ms. FAGNONI. We do know that 13 States have chosen to provide
assistance to immigrants who are ineligible for the Federal fund-
ing, to provide them with assistance, and in all 13 States, they do
apply work requirements to these individuals.

Mr. ENGLISH. Do we know how many parents in child-only cases
or separate State programs are actually illegal aliens?

Ms. FAGNONI. We have had a discussion about that. It is most
likely that the child-only cases, the illegal alien is likely to show
up there because that individual would not be eligible for assist-
ance, either really probably through the Federal or State programs.
I think what the States are doing is providing assistance to people
who are here legally but who, because of the Federal requirements,
are not eligible for TANF for some period of time.

Mr. ENGLISH. You also note in your testimony, on page 13, that
States impose work requirements on non-citizens

Ms. FAGNONI. Right.

Mr. ENGLISH. And that has been reiterated here, and that would
be through a separate State program using only State funds. What
about in cases where Federal assistance is provided to citizen chil-
dren of non-citizen or illegal alien parents? Can there be any work
requirements on these families receiving Federal assistance?

Ms. FAGNONI. If the individual is here legally, then I think that
could be the group of people who are being served through the sep-
arate State programs. If somebody is here illegally, then they are
not going to be eligible for assistance and, therefore, not having
work requirements imposed on them. In fact, it is illegal for them
to be here, and it is illegal for them to work here. It is an issue
that has been problematic for policy makers for a number of years,
where you have a mixed household where some of the people and
often the children are actually citizens while their parents may be
illegal aliens.

Mr. ENGLISH. Are there any recommendations out there for how
we could close the loop and subject non-citizen families to work re-
quirements or time limits?

Ms. FAGNONI. Certainly, where the immigrant is here legally,
States have taken that approach in some cases by not just pro-
viding them assistance but by imposing the work requirement.

Mr. ENGLISH. Which States?

Ms. FAGNONI. There were 13 States.

Ms. RYAN. I know California and Maryland are a couple of them.
I can get you the other ones.

Mr. CARDIN. Would the gentleman yield for one moment?

Mr. ENGLISH. Certainly.

Mr. CARDIN. It seems to me that, and I am looking at Texas
where a large percentage of the child-only caseload is where the
parent is an ineligible non-citizen, if we gave the States the flexi-
bility under TANF to cover legal immigrants and then they cover
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these cases, would there then not be a work requirement on the
parent?

Ms. FAGNONI. There would, although it is not likely unless there
were a decision to also provide assistance to illegal aliens. What we
do not know is what portion of that percentage represents illegal
alien heads of households.

Mr. ENGLISH. Reclaiming my time, I guess this is reiterated in
the last question, but have there been any proposals put forward
that you are aware of that speak directly to this?

Ms. FAGNONL. I think it has been more problematic with the ille-
gal alien population because the root problem really is they are not
supposed to be here in the first place, and so there have really not
been any proposals that have gone anywhere that really address
that issue. I think with people who are here legally, if they receive
some kind of assistance, then I think there could be work require-
ments imposed.

Mr. ENGLISH. Thank you, Mr. Chairman. I yield back the
balance——

Mr. CARDIN. Would the gentleman yield? I think you have an-
other 30 seconds. Would you yield?

Mr. ENGLISH. Yes.

Mr. CARDIN. I want to clarify one point, if you would.

Mr. ENGLISH. Sure.

Mr. CArDIN. That is, if we gave the States the rights to cover
legal immigrants as a discretion and they then covered these child-
only cases where there is a legal immigrant as a parent, would not
then the Federal work requirement apply if the States so choose to
cover that family?

Ms. FAGNONI. It would no longer be a child-only case. It would
then be a case with an adult in it and then they would have to
makehthe decision what kind of work requirements to impose, that
is right.

Mr. ENGLISH. And in that case, we would be fundamentally
changing our policy toward welfare for non-citizens?

Ms. FAGNONI. That is right.

Mr. ENGLISH. Thank you, and I yield back the balance of my
time.

Chairman HERGER. I thank the gentleman from Pennsylvania.
Now the gentleman from Kentucky, Mr. Lewis, is recognized to in-
quire.

Mr. LEwIS. Thank you, Mr. Chairman.

Ms. Fagnoni, on page 14 of your testimony, you illustrate that of
the 11 percent of the caseload not subject to time limits, only 11.2
percent of that group has been categorized as a hardship exemp-
tion. Is it right that only 1 percent of the caseload is currently
using this exemption?

Ms. FAGNONI. That is correct, and that is, we think, primarily be-
cause while this TANF program has been in place at the Federal
level for 5 years, the time limits are just beginning to come into
play, and so in a lot of cases, States really do not have a very good
handle on what proportion of their caseload might end up reaching
this 5-year time limit and what they might need in terms of some
kind of hardship extension.

Mr. LEwis. That is all, Mr. Chairman. Thank you.
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Chairman HERGER. Thank you. Ms. Fagnoni, how is the number
in separate State programs expected to change over time, especially
as more families reach Federal time limits? I understand that New
York and California, comprising about one-third of the national
caseload, are among the States that provide State benefits after a
family has received Federal benefits for 5 years, and in these and
other States with such policies from the families’ perspective, is
there an effective 5-year limit on their welfare checks?

Ms. FAGNONI. You are correct that some States at this point have
said they have made the decision to extend benefits to individuals
who remain on welfare even after the 5 years. Some States have
told us, though, including California, that they might need to re-
consider how much they are able to support based on State budg-
etary considerations and concerns. So there are States that do in-
tend or are starting to extend benefits through their State pro-
grams, even after people reach the 5-year time limit, that is cor-
rect.

Chairman HERGER. I want to thank our witnesses. Thank you
very much, Ms. Fagnoni, for your good testimony.

Ms. FAGNONI. Thank you, Mr. Herger.

Chairman HERGER. I would like to call up our second panel. This
morning, we will be hearing from Marge Thomas, Chief Executive
Officer, Goodwill Industries of the Chesapeake, Baltimore, Mary-
land, accompanied by Fatima Wilkerson, Baltimore, Maryland; the
Honorable Jennifer Reinert, Secretary, Wisconsin Department of
Workforce Development, Madison, Wisconsin; Dannetta Graves, Di-
rector, Montgomery County Department of Job and Family Serv-
ices, Dayton, Ohio; Mark Greenberg, Senior Staff Attorney, Center
for Law and Social Policy; Michael Fishman, Lewin Group, Falls
Church, Virginia; Douglas Besharov, Professor, University of Mary-
land School of Public Affairs, College Park, Maryland, and Resident
Scholar, Public Policy Research, American Enterprise Institute.

We will begin this panel with testimony from Marge Thomas,
Chief Executive Officer of Goodwill Industries of the Chesapeake,
Baltimore, Maryland, who is accompanied by Fatima Wilkerson of
Baltimore, Maryland. A key focus of their testimony will be serving
TANF recipients with barriers to employment.

At this time, I would like to insert into the record a recent study
by the Urban Institute that shows that despite what seems to be
commonly accepted belief that the welfare caseloads have gotten
harder and harder to serve as the easiest cases have left for work,
the caseload is generally the same as it was a few years ago. On
page 30 of the report, the author notes that, “Contrary to conven-
tional wisdom, our results did not indicate that adults on TANF in
1999 were significantly more disadvantaged than those on welfare
in 1997.”

[The material follows:]

The majority of adults on TANF reported significant barriers to employment.
However, contrary to conventional wisdom, our results did not indicate that adults
on TANF in 1999 were significantly more disadvantaged than those on welfare in
1997. While the data suggested somewhat poorer health status for the 1999 cohort
of TANF recipients compared with the 1997 cohort, the differences were not statis-
tically significant. Education levels and caregiving responsibilities also did not differ

significantly. Of course, our results reflect a time period when TANF was just get-
ting underway (1997) and one after TANF policy had evolved further (1999). While
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caseloads were dropping rapidly during our two periods of observation, it may be
that adults on TANF in 1997 and 1999 were more disadvantaged than those on wel-
fare prior to 1997.

The clearest difference between the two cohorts of TANF recipients was increased
work activity, especially paid work, among 1999 TANF recipients. While still at a
relatively low level, paid work among those with multiple barriers to employment
increased fourfold (from 5 percent in 1997 to 20 percent in 1999). These results
clearly indicate the influence of a very strong economy coupled with states’ strong
“v&kf)(irk first” programs that try to move recipients into paid jobs as quickly as pos-
sible.

Welfare cycling continued to characterize the TANF population. Some left but
came back on, and new entrants comprised the same percentage of TANF adults in
1999 as in 1997. Our results highlight the continuing needs of a group of disadvan-
taged single mothers with low education levels and high levels of mental and phys-
ical health problems. The fact that one-third of new entrants were caring for an in-
fant (compared with 1 in 5 cyclers and about 1 in 16 stayers)

[The study is being retained in the Committee files.]

e —

Chairman HERGER. With that, I turn to Ms. Thomas for your tes-
timony. Ms. Thomas.

STATEMENT OF MARGE THOMAS, CHIEF EXECUTIVE OFFICER,
GOODWILL INDUSTRIES OF THE CHESAPEAKE, BALTIMORE,
MARYLAND, AND CHAIR, PUBLIC POLICY COMMITTEE,
BOARD OF DIRECTORS, GOODWILL INDUSTRIES INTER-
NATIONAL, INC.

Ms. THOMAS. Thank you. Good morning, Chairman Herger, other
Members of the Human Resources Subcommittee. I am Marge
Thomas. I am the President of Goodwill Industries of the Chesa-
peake, which is located in Baltimore, Maryland. I am also rep-
resenting today Goodwill Industries International. I chair the Pub-
lic Policy Committee for the Board of Directors for Goodwill Indus-
tries, International, so I am also wearing that hat today.

Goodwill Industries International currently consists of 177 Good-
wills who are operating throughout the United States. We are cele-
brating 100-year anniversary this year as a movement. Since 1902,
we have had the experience of working with people who have mul-
tiple barriers to employment. I come to you speaking on behalf of
all 177 Members.

In the year 2000, Goodwill Industries served 150,000 TANF re-
cipients. We have served over 450,000 since 1996. Getting a little
bit closer to home and talking specifically about our own Goodwill,
Goodwill Industries of the Chesapeake operates in the Baltimore
metropolitan area and the entire Eastern Shore. We have experi-
ence working with people with a variety of barriers, from folks who
are crab pickers in the summertime and do not have jobs in the
winter to individuals who are living in the inner city of Baltimore.

We operate 17 stores and 21 donation centers, which provide a
great deal of employment to individuals, some of whom could not
work if it were not for Goodwill Industries. We also operate nine
custodial and mailroom contracts, primarily with the Federal and
State governments. Those programs are used specifically for people
with multiple or severe disabilities. In those programs, we also
have been able to employ some individuals coming off of TANF who
are not disabled in the support positions.
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In addition to all of that, we operate 15 career centers located
throughout our territory. This past year, we served over 4,000 peo-
ple in a variety of different training programs. We placed 1,140
into competitive employment outside of Goodwill.

We operate a temporary employment agency. I was interested in
reading in some of the studies that have been referred to during
the proceedings today that a number of people who have been on
TANF are actually accessing jobs through temporary employment.
That is precisely why we started a temporary agency. Many of our
recipients were not able to go directly into regular full-time em-
ployment because they lacked any work experience. By starting our
temporary agency, we were able to put them out into temporary
jobs. Many of the employers would then hire them into permanent
positions as a result of their temporary work. This past year, we
placed 399 people into temporary jobs, and of that, 75 were hired
into full-time employment.

We target a variety of populations. We have a significant prob-
lem with high school dropouts in the City of Baltimore, so we cer-
tainly are serving that population. We work, obviously, with people
who are preparing to leave welfare or who have left welfare. We
also are operating programs with ex-offenders who have been re-
leased or are still incarcerated. That population also comprises a
large number of people in the City of Baltimore.

We are finding more frequently that TANF recipients coming to
us have been incarcerated or had experience with the judicial sys-
tem. This creates yet another barrier to their employment. Addi-
tionally, we are working with a lot of people who have been in-
volved in substance abuse. That is probably one of the largest num-
ber of individuals we serve as we move further and further along
in the reduction of welfare.

What it takes a person to leave and stay off of welfare obviously
gets significantly complicated as we add on all these different bar-
riers. In our 100-year history, we have worked with people with
disabilities. Again, that adds still another barrier if these individ-
uals coming off of welfare have disabilities or have children with
disabilities.

We operate a variety of programs. I want to highlight just a cou-
ple of things that we have found are absolutely critical in not just
getting people off of welfare and but them off. Primarily this has
to do with services after they are in jobs. Folks who are entering
the job market are almost always entering at low wages. In order
to help them to move up in the job market, we must do follow-up
work. I would strongly encourage funding for post-employment sup-
port be part of whatever is considered for TANF reauthorization.

Finally, putting on my hat for Goodwill Industries International,
we have been holding a series of forums across the country called
Consensus to Build the 21st Century. We will soon have results
available from all of these communities. Issues raised include the
difficulty of working with multiple funding streams and the variety
of requirements resulting from legislation to serve people in need.
More coordination is critical. We will be happy to share more infor-
mation from our consensus meetings as it becomes available.

I would like now to introduce somebody who I think you all need
to hear far more than you need to meet any of the rest of us. That
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is Fatima Wilkerson and Fatima will tell you her story and how
she successfully did use the TANF legislation to gain employment
and a new life.

[The prepared statement of Ms. Thomas follows:]

Statement of Marge Thomas, Chief Executive Officer, Goodwill Industries
of the Chesapeake, Baltimore, Maryland, and Chair, Public Policy Com-
mittee, Goodwill Industries International, Inc.

Good Morning Chairman Herger and members of the Human Resources Sub-
committee, I am Marge Thomas, CEO of Goodwill Industries of the Chesapeake, lo-
cated in Baltimore, Maryland. In addition, I currently serve as the chairwoman of
Goodwill Industries International’s Public Policy committee. I would like to thank
you for inviting me and Goodwill at large here today to speak on the issue of help-
ing TANF recipients with multiple barriers enter and stay in the job market.

I am here representing my particular Goodwill, as well as all of the Goodwills in
the United States, a group comprised of 177 local entities that are autonomous, com-
munity-based, non-profit corporations that provide career services and job training
for people with barriers to employment.

Over its 100 year history, Goodwill has maintained a strong commitment to serv-
ing people with barriers to employment, providing the assistance and training nec-
essary to enable these individuals to be engaged and effective members of our na-
tion’s labor force. Since our beginning in serving immigrant populations in Boston
in 1902, through decades of work with persons with disabilities, to our current ex-
pansion of services to a broad range of individuals, Goodwill continues to back up
its belief in the power of work for all people with quality service provision.

For the context of today’s testimony, it is significant to note that since 1996, Good-
will collectively has served through pre—and post employment services, job training,
soft skills training, and job search assistance over 450,000 TANF individuals and
in 2000 alone, served over 150,000 TANF recipients.

Today, I am here to speak to you about the work Goodwill Industries of the
Chesapeake is doing to move welfare recipients into stable employment.

Goodwill Industries of the Chesapeake serves the Baltimore Metropolitan area
and the Eastern Shore of Maryland. Our retail network comprising 17 stores and
21 donation centers help to generate revenue for our employment services. We also
have 9 custodial and mailroom contracts with federal agencies and the State of
Maryland. These contracts allow us to employ 194 persons, 145 of whom are persons
with severe disabilities. We are especially proud of our long-standing, 15 year + con-
tract with the Social Security Administration.

Additionally, we operate 15 career centers where we prepare people for employ-
ment. In 2001, these career centers and our family support center provided services
to 4,110 people. The staff at the Goodwill of the Chesapeake helped 1,140 people
to obtain employment with employee benefits and career advancement opportuni-
ties. We operate a temporary employment agency, Goodwill Staffing Services that
in 2001 helped 399 people to gain valuable paid work experience. Of the 399 individ-
uals, 75 were hired permanently following their temporary employment.

All of the people we serve have one or more barriers to employment and we help
them find and stay in good jobs. By design, we have targeted employment readiness
programs for high school dropouts, for persons who need to leave welfare for em-
ployment, and for ex-offenders leaving prison and returning to Baltimore. I also
want to stress how important it is to consider the special efforts that must be made
to assist TANF recipients who are involved with the criminal justice system. We
currently serve people who are in recovery from substance abuse, who are homeless,
and those with severe disabilities.

I would like to give the subcommittee a brief idea of what it takes to help a per-
son to leave and stay off welfare. To do this work, we take our clients through a
number of steps that include:

1. Intake and assessment work that consists of determining a person’s literacy
and math abilities, interests and aptitudes, and need for services such as childcare
and transportation.

2. Three or more weeks of job-readiness training to fully prepare job-seekers for
employment focusing on the “soft skills” of how to accept supervision, what it means
to give value to your employer, arriving at work on time and getting along with co-
workers. For some of the people we serve, three months of occupational skills train-
ing is necessary to close a “skills gap,” especially the basic computer skills many
employers expect their employees to have.
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3. A period of subsidized employment, usually three months, is often required for
welfare recipients who have had little or no paid work experience. Often employers
will hire these individuals permanently following a period of subsidized employ-
ment.

4. Transition into unsubsidized employment and follow-up support services is the
most critical step in the work we do. Goodwill job placement staff also work closely
with the more than 400 employers we place clients with and frequently makes visits
to the workplace to get progress reports.

5. On-going case management support is also an essential service we provide to
persons who have left welfare for work. Goodwill staff helps when benefits are mis-
takenly cut off. They provide support and guidance in the evenings and weekends
to help clients cope with the multiple changes that they are experiencing as full-
time employees.

These are a few of the many activities we undertake to help place and keep people
in jobs.

I am accompanied by Ms. Fatima Wilkerson, who graciously agreed to take time
off from work to join me today. She has benefited from the services I have described
to you. Ms. Wilkerson will share with you her experiences of being served by Good-
will and1 her successful efforts to get and keep employment with job advancement
potential.

We are particularly pleased that Goodwill has been very involved with welfare re-
form and will continue to be in the future. Over the last six months, Goodwill has
been engaged in a yearlong public policy initiative, Consensus to Build the 21st Cen-
tury Workforce. This initiative is an effort to understand the needs of our members
and the communities they serve in developing and advancing the workforce needed
in this new millennium.

Our goal is to help communities create effective programs and systems that help
individuals with barriers to work gain access to skills, jobs and successful careers.
We convened 13 grassroots meetings in medium and large cities as well as rural
communities across the country. One of those meetings, 'm happy to share with
you, was held in Baltimore.

At these meetings, Goodwill brought together leaders from business and govern-
ment, service providers and other stakeholder communities to elicit information on
the effectiveness and efficiency of the myriad of federal, state and local workforce
development programs targeted to individuals with low wages, low skills and/or
other barriers to successful entry into the workforce. Building on the results of these
meetings, Goodwill is working with Congress, the Administration and the full Good-
will community to ensure better coordination and even more successful workforce
programs now and in the future.

As part of the Consensus initiative, we are hosting an international forum this
April in Austin, Texas, focusing on inclusion of the hardest to serve in the 21st cen-
tury global workforce. This meeting will bring together CEOs, directors and man-
agers from local Goodwills, non-profit organizations and foreign leaders. We will
focus on lessons learned from serving those with multiple barriers, particularly in
the U.S., United Kingdom, Hungary, the Netherlands, Ireland, Canada, Latin Amer-
ica and Mexico. We are particularly excited about what we can both learn from our
international neighbors as well as share to help those with barriers find and keep

a job.

Before I close, I would like to say that Goodwill is very pleased to be asked to
comment on TANF and to be part of the ongoing discussion concerning reauthoriza-
tion. As we have learned through our Consensus initiative, flexibility is key to elimi-
nating the confusion among workforce programs and rules governing those pro-
grams. We have also learned that:

e There are too many issues and too little collaboration among programs and
organizations with the same mission;

» The existing infrastructure is debilitating, not facilitating;

e There is a call for leveraging our commitment to workforce development
now because time is of the essence; and

* There is a strong desire for a more coordinated system.

Therefore, we are particularly happy with the President’s proposed “super waiver”
which is a good first step in providing a more cohesive solution in communities to
help people with multiple barriers to acquire and maintain employment. We at
Goodwill are very happy to make ourselves available for further technical assistance
in the effort to help as many welfare recipients find and maintain careers and excel
in the workplace as possible.

Chairman and members of the Subcommittee, I am now happy to address any
questions that you may have concerning my testimony.
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STATEMENT OF FATIMA WILKERSON, BALTIMORE, MARYLAND

Ms. WILKERSON. Good morning. Good morning, Chairman and
Members of the Subcommittee. My name is Fatima Wilkerson, and
I currently receive support services through Goodwill Industries
through the Work Matters program.

When I was 16, I became pregnant with my first child, and I was
faced with a multitude of barriers before he was even born. I was
a high school dropout. I had no work experience or job skills train-
ing and my son’s father was shot in the head and partially para-
lyzed and so I had to single-handedly support my son.

When I was 17, I became employed working the night shift as
a housekeeper, from 11:00 at night to 7:30 in the morning. Even
though I had became employed, I was faced with new barriers in
finding child care and finding transportation. I also had the burden
of taking care of my two younger brothers, 12 and 6, because both
my mother and father were incarcerated. It became too much for
me, and I ended up eventually quitting my job.

I began to receive benefits from the Department of Social Serv-
ices (DSS) when I was 18. I was put into a GED, General Edu-
cation Development, training course, where I eventually received
my high school diploma. Receiving my high school diploma was a
very strong point in my life. It made me realize that I could achieve
goals, but I had no idea, no direction of what those goals were, and
how I would attribute them to me.

Being referred to Goodwill due to the Office of Employment and
Development was a changing point in my life. I was given the sup-
port and assistance I needed to overcome my barriers. I received
assistance in transportation and with finding day care, and I re-
ceived assistance in maintaining a stable household after constant
problems with my landlord. I was given work experience and skills
training through subsidized employment from Goodwill, and I was
awarded the Better Opportunities Through Online Education schol-
arship from Goodwill, which allowed me to attend the University
of Maryland University College.

Goodwill is responsible for finding my current employer, the
MCS Group, and I was referred by Goodwill to the East Harbor
Village, which helped me open an individual development account
which will put me on the path to home ownership.

Goodwill helped me to assess where I was in life and connect it
to where I eventually want to be. Goodwill never sheltered me from
my problems. Instead, Goodwill and its staff provided me with the
support and assistance I needed to face those problems without
being sidetracked from my aspirations of independence.

Moving from welfare to work was a very hard transition. I was
faced with problems during my subsidized employment from DSS,
being cut totally off of my cash benefits and still having to face
paying rent and maintaining my child and paying gas and electric
and just buying food and maintaining a household. My transition
from welfare to work is still in progress. However, I am more than
convinced that the services that I received at Goodwill thus far
have brought me to the level of independence that I have achieved
today, and if the Subcommittee would contribute a little bit more
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time and effort and money, then I know that I will be able to move
forward and become even more independent from the system and
be more of a success.

Thank you for your time.

[The prepared statement of Ms. Wilkerson follows:]

Statement of Fatima Wilkerson, Baltimore, Maryland

Good Morning Chairman and Human Resources subcommittee.

My name is Fatima Wilkerson and I currently receive support services through
the Goodwill industries work matters program.

When I was 16 I became pregnant with my first child. Before my son was even
born I was faced with a multitude of barriers that would prevent me from being
able to support my child on my own. I was a high school drop out, I had no job
skills or training and my son’s father had been shot in the head and partially para-
lyzed leaving me to single-handedly support my child.

I turned 17 and was able to find work as a housekeeper from 11 o’clock at night
to 7:30 in the morning. As I tried to make advances without the help of Social Serv-
ices, new problems like daycare and transportation began to arise. I also had the
burden of caring for my 12 and 6 year old little brothers due to the incarceration
of both my mother and father. These crippling circumstances soon became too over-
whelming for me and I eventually quit my job.

I began to receive benefits from social services at 18. After a few months of receiv-
ing benefits, I was enrolled into a GED training course and eventually received my
high school diploma. Receiving my diploma helped me to realize that I could achieve
goals with effort, perseverance and patience. However, I had no idea what those
goals were. I had received my High School diploma, but had no idea what to do with
that diploma.

Being referred to Goodwill through the Office of Employment and Development
was a changing point in my life. I was given the support and assistance I needed
to overcome my barriers. I received assistance in transportation and with finding
daycare. I received assistance in maintaining stable housing after constant problems
with my landlord.

I was given work experience and skills training through subsidized employment
from Goodwill, and I was awarded the Better Opportunities Through Online Edu-
cation scholarship from Goodwill, which allows me to attend the University of Mary-
land University College.

Goodwill is responsible for finding my current employer, The MCS Group, Inc.,
and I referred by Goodwill to I.D.A.; a program which gives assistance that will put
me on the path of home ownership.

Goodwill helped me to assess where I was in life and connect that to where I
eventually want to be. Goodwill never sheltered me from my problems instead,
Goodwill and its staff provided me with the support and assistance I needed to face
those problems without being side-tracked from my aspirations of independence.

My transition from welfare to work is still in process. However, I am more than
convinced that the services that I received at Goodwill thus far have brought me
to the level of independence that I have achieved today.

Thank You For Your Time.

———

Chairman HERGER. Thank you, Ms. Wilkerson. You did an out-
standing job. I know everybody joins me and all the Members here
in congratulating you and commending you on a job very well
done

Ms. WILKERSON. Thank you.

Chairman HERGER. And for being the role model that you have
become, as well. So thank you very much.

[Applause.]

Chairman HERGER. With that, we do have a vote on the floor,
and we will recess and return immediately following the vote.

[Recess.]
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Chairman HERGER. The hearing will reconvene. Ms. Reinert, I
apologize for the interruption, but with that, we will open it up to
your testimony. Thank you for being with us.

STATEMENT OF THE HON. JENNIFER REINERT, SECRETARY,
WISCONSIN DEPARTMENT OF WORKFORCE DEVELOPMENT,
MADISON, WISCONSIN

Ms. REINERT. Thank you. Chairman Herger, Ranking Member
Cardin, and Members of the Subcommittee, thank you for inviting
me here today to give Wisconsin’s perspective on how TANF reau-
thorization can move the nation forward in our welfare reform ef-
forts.

I would venture to say that everyone in this room and the State
legislators and Governors of all 50 States share the same set of
goals, a reduced need for government assistance, full employment,
and healthy, self-sufficient families. The 1996 Personal Responsi-
bility and Work Opportunities Reconciliation Act gave us the tools
to work toward those shared goals, and we have seen remarkable
success as a result.

The lessons learned in the past 5%2 years of administering the
TANF programs have added tremendously to our base of knowl-
edge. Some of our strategies for achieving desired outcomes have
changed as a result. But the basic program elements are still there.

The success of Wisconsin’s TANF program, called Wisconsin
Works, or W-2, stems from its work focus philosophy, its wide
range of work training opportunities and work support, and its
flexibility, all targeted at empowering parents to achieve personal
responsibility for the welfare of their families.

President Bush’s reauthorization proposal retains the welfare-to-
work philosophy so fundamental to our reform efforts and leaves
the funding levels and distribution formula unchanged. These are
critical to helping States move to the next level of welfare reform.
His proposal also introduces new program elements that will serve
to enhance States’ efforts. For example, a program integration
waiver brings new opportunities for States to break down the silos
separating our work programs for the betterment of our service de-
livery system as a whole, and the philosophy of full engagement is
one of the cornerstones of the W—2 program, which has been in
place since implementation.

Raising the bar on work participation will make a significant dif-
ference. States must, however, retain the ability to decide what ac-
tivities are most appropriate on a case-by-case basis.

Given the time constraints, I am going to highlight five key ele-
ments of W-2 that we believe have contributed to the program’s
success. First, community partnerships. Wisconsin’s geographic di-
versity, ranging from small rural communities to urban industri-
alized cities, calls for unique approaches that match the need of
participants with the local employment conditions. To accomplish
this, partnerships have developed amongst W—2 providers, commu-
nity-based organizations, and employers, enabling communities to
devlelop innovative solutions and communicate on a much broader
scale.

Many of our W-2 participants have multiple problems in their
lives and require a network of supporting guidance from outside
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sources, and this need for support carries over into the workplace.
In response, employers are providing mentoring relationships, spe-
cialized training, release time for education that helps parents to
balance the needs of their family and work. Business brings invalu-
able resources to the program. Their participation is critical to pro-
gram success and sustaining a healthy community.

The second element is outcome-driven performance standards for
local W-2 providers. A set of 15 performance standards deal with
such measures as successful attachment to the work force, edu-
cational activities attainment, and increased earnings. Our per-
formance standards impact on W-2 agencies’ contract dollars and
future eligibility to be granted a W-2 contract. The competitive
process to select the best and most enthusiastic providers and then
to hold them accountable is essential to W-2 and performance
standards are what drives this process.

The third element is retention and advancement. The initial
focus of W—2 was helping people get jobs. The focus is also now on
helping participants keep their jobs and advance in their jobs.
Training, education, skill development, all enhance employment
stability and advance to higher-wage jobs.

The fourth element is integration of work force programs. In the
past, the focus was on referring to W—2 participants as former Aid
to Families with Dependent Children (AFDC) recipients. That is
being reframed. We are looking now at Wisconsin workers versus
former welfare recipients. We have merged two major divisions
within the Department of Work force Development, enabling us to
look at all of our work force programs as a spectrum of services
with a goal of promoting upward mobility and lifelong learning for
all of Wisconsin’s work force.

The fifth, the last and the most important, is full engagement.
We engage everyone in work-related activities from day one with
no exceptions. Time limits, work participation, and work require-
ments are important components to keep both participants and
case managers fully engaged.

In conclusion, TANF reauthorization is an opportunity for Con-
gress to further strengthen families through work. PRWORA’s suc-
cess thus far is based on flexibility provided by Congress, not in
spite of it, and State and local innovations are driving factors. It
is difficult for researchers to study and quantify our success be-
cause of the multiplicity of strategies across States has created a
program that looks a lot like a patchwork quilt, but we owe it to
our children and families to stay on this path where meeting indi-
vidual needs are at the very center of every individual decision.
Thank you.

[The prepared statement of Ms. Reinert follows:]

Statement of the Hon. Jennifer Reinert, Secretary, Wisconsin Department
of Workforce Development, Madison, Wisconsin

Introduction

Chairman Herger, Ranking Member Cardin and members of the Subcommittee,
thank you for inviting me here today to give Wisconsin’s perspective on how TANF
reauthorization can move the nation forward in our welfare reform efforts.

I venture to say that everyone of us in this room, and the legislatures and Gov-
ernors of all 50 states share the same set of goals—a reduced need for government
assistance, full employment and healthy, self-sufficient families.
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The 1996 Personal Responsibility and Work Opportunities Reconciliation Act gave
us the tools to work toward those shared goals and we've seen remarkable success
as a result. The lessons learned in the past 5% years of administering the TANF
program have added measurably to our base of knowledge. Some of our strategies
for achieving desired outcomes have changed as a result. But the basic program ele-
ments are still there. The success of Wisconsin’s TANF program, called Wisconsin
Works or W—2, stems from its work-focused philosophy, its wide range of work-train-
ing opportunities and work support, and its flexibility—all targeted at empowering
parents to achieve personal responsibility for the welfare of their families.

President Bush’s reauthorization proposal retains the welfare-to work philosophy
so fundamental to our reform efforts and leaves the funding levels and distribution
formula unchanged. These are critical to helping states move to the next juncture
of welfare reform. His proposal also introduces new program elements that will
serve to enhance states’ efforts. For example, the Program Integration Waiver
brings new opportunities for states to break down the silos separating our work pro-
grams for the betterment of our service delivery system as a whole. And the philos-
ophy of full-engagement is one of the cornerstones of the W-2 program which has
been in place since implementation. Raising the bar on work participation will make
a significant difference as long as states can retain the ability to decide what activi-
ties are most appropriate on a case-by-case basis.

W-2 Overview

The W-2 program is open to all of Wisconsin’s low-income families including non-
custodial parents with income under 115 percent of the Federal Poverty Level. Once
eligible, other sources of income such as receipt of child support, do not lower the
individual’s grant. The eligibility and job service provider functions are combined to
allow the participants to develop a close relationship with one primary case man-
ager. All adult W-2 participants are required to work to the very best of their abil-
ity. Like work, W—2 payments are based on participation, not on the number of chil-
dren in the family. Each hour the individual fails to participate without good cause,
the payment is reduced by the minimum wage of $5.15.

W-2 is a multi-level program we call our ladder of employment. There are four
rungs on this ladder including:

Unsubsidized Employment: Applicants who are ready for an unsubsidized job do
not receive a cash grant, but do receive supportive services and case management
to help them find or maintain employment.

Trial Jobs: Employer receives a subsidy to provide on-the-job training to the par-
ticipant. The participant receives regular employment wages and may be hired per-
manently by the employer upon successful completion of the trial job.

Community Service Job: Participants receive $673 per month in exchange for
work training and educational activities.

W-2 Transitions: Participants with more severe barriers to work receive $628 per
month in exchange for participation in appropriate activities that move the partici-
pant towards employment.

What has Wisconsin accomplished with the flexibility granted to us under TANF?

We are able to tailor employment services to the needs of the individual. States’
continued flexibility here is most critical because no two families have the same set
of service needs. W—2’s unique approach combines education with a progression of
subsidized work training placements, allowing participants to get the type of train-
ing they are most in need of. Everyone is required to participate to the extent his
or her abilities allow. Parents who are found to have more severe barriers such as
substance abuse, physical or mental health issues or domestic violence, are offered
a legitimate opportunity to address their needs through counseling, treatment, or
vocational rehabilitation.

Let’s take a case example from Wisconsin: This is a 35-year old woman living in
an urban area of Wisconsin. She struggles with both physical and psychological
issues including a back problem that is aggravated by obesity, post traumatic stress
syndrome, depression and panic attacks. She continues on medication for depres-
sion, pain, blood pressure, and muscle relaxants. While the W-2 agency is assisting
her in an appeal for SSI benefits, they also continue to work with her on activities
that may help her someday become self-sufficient. Activities include:

¢ basic education studies—12 hours per week with a goal of completing her
General Equivalency Diploma;

» Physical therapy, Dr’s and dietitian appointments—24 hours per week;

¢ Mental Health Counseling—2 hours per week;

¢ Support groups for pain management and grief—1 hour per week;
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The next steps for the agency and this participant are a vocational evaluation and
assessment and exploration of career goals when physical and mental health symp-
toms are under control. You see can see by this example, how critical it is for agen-
cies to have discretion in determining what activities are most appropriate.

Once participants are employed, cash benefits end, but employment supports con-
tinue. Child care subsidies, family health care coverage, transportation assistance,
Job Access Loans and case management provide working participants with a net-
work of support services that help them stabilize and prosper in their new work en-
vironment. Through case management, case workers help newly hired participants
think through their work related needs and develop a plan for such things as back-
up child care arrangements, money management and reliable transportation.

We are engaging the whole community. Wisconsin’s geographic diversity—ranging
from small rural communities to urban, industrialized cities—calls for unique ap-
proaches that match the needs of participants with the local employment conditions.
To accomplish this, partnerships have developed amongst W—2 providers, commu-
nity based organizations, and employers, enabling communities to develop innova-
tive solutions and communicate on a much broader level about problems that impact
on their participants.

Many of our W—2 participants have multiple problems in their lives that require
a network of support and guidance from outside sources. And this need for support
carries over into the work place. In response, employers are providing mentoring re-
lationships, specialized training, and job retention services that help these parents
learn to balance the needs of their family and work. Business brings invaluable re-
sources to the program in the form of employment opportunity, leadership, vision
and financial support. Their participation is critical to sustaining a healthy commu-
nity.

We have revolutionized how we do business with our local W-2 providers through
out-come driven performance standards. A set of 15 performance standards deals
with such measures as successful attachment to the workforce, educational activities
attainment and increased earnings. Our Performance Standards impact on W-2
agencies’ contract dollars and future eligibility to be granted a W—2 contract.

The competitive process to select the best and most enthusiastic providers is es-
sential to W—2 and Performance Standards are what drives this process. How did
we come to rely so heavily on this strategy? We took a step back and analyzed what
administrative requirements were making the greatest impact on our program. In
the end, we came to realize that if we tell agencies what outcomes we expect for
our participants, they will find the means to make it happen. The flexibility and
empowerment strategies combined with these performance standards and account-
ability are what made welfare reform such a success in Wisconsin.

We've invested in initiatives that not only support parent’s entry into the workforce,
but also more broadly help them work toward their career and life aspirations:

Workforce Attachment and Advancement: offers services designed to promote
upward mobility for low-income working families and non-custodial parents.
WAA provides job retention and training services, which are essential to im-
proving employment stability and advancement to higher wage levels.

Literacy Initiative: established workplace and family literacy programs for low-
income families to provide job-specific literacy and vocabulary skills to adults
in the workplace; and provide child and family tutoring to improve the literacy
skills of individual family members.

We have merged two major Divisions within the Department of Workforce Develop-
ment enabling us to look at all of our workforce programs as a spectrum of services
with the goal of promoting upward mobility and lifelong learning for all of Wiscon-
sin’s workforce. While W-2 is the stepping stone into the workforce for parents with
barriers to employment, the program by itself may not raise someone out of poverty.
But the service delivery system in which W—2 participants are served extends work
supports and training opportunities to individuals at income levels well above the
poverty level.

Time Limits

Wisconsin views the 60 month time limits as an important means of motivation
for both the participants and the case managers. The philosophy is quite simple:
Time limits stress mutual responsibility. Government provides support and services
designed to promote employment while, in return, participants are expected to pre-
pare for and enter employment. Therefore, from the moment participants begin par-
ticipating in W-2, they are urged to increase their work skills through work activi-
ties and education and training and enter the workforce as soon as possible, thus
saving months of eligibility for future use.
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Although the time limit provisions under TANF prompted states to develop their
own tougher state-specific time limit provisions, Wisconsin is different in that it al-
lows up to 60-months of lifetime eligibility for W—2 benefits, but it limits the
amount of time a person can participate in each W—2 subsidized employment posi-
tions to just 24-months. This is meant to encourage moving up the “W-2 ladder”
towards self-sufficiency without abruptly ending benefits. Based on the Depart-
ment’s analysis of current TANF law and regulations, Wisconsin’s estimated case-
load that will go beyond 60 months can continue to be funded using TANF, and will
stay well under the 20% for a significant period of time.

Implementation of Time Limit Policies and Procedures

As we developed our policies and procedures and implemented time limits, we
found a number of consistencies across our W-2 caseload:

e Although participants may be aware of time limits, they do not understand
the specific details of the policy.

e The topic of time limits was neither at the forefront of participant’s minds
nor a factor in influencing their actions.

» Participant’s time limited benefits as one-time deadline without considering
whether they will have to return to cash assistance or not.

Wisconsin developed policies and procedures to address these consistencies. Fre-
quent explanation of time limits and the details of the policy, beginning with appli-
cation and continuing throughout a participant’s time on W-2, assists them in un-
derstanding the detail of the policies. Our FEPs (Financial and Employment Plan-
ners) must continually assist participants in sorting through the day-to-day com-
plexities they may experience and create short-term strategies for helping them—
using the reinforcements the law and policy have given them. And, the FEPs must
assist participants in exploring other resources the participant may be able to use
and explain the need to save for the future in case of emergencies such as labor
market downturn.

In addition, because we were not the first state to reach time limits, we looked
to other states for their experiences. What we observed is that a number of states
turned to a multitude of exemptions and extensions that allowed thousands of cases
to continue receiving assistance despite the end of the time limit. As a result, the
participants and the local agencies cannot take time limits seriously. This was an
approach Wisconsin did not want to mirror. Based on other states’ experiences, Wis-
consin found that:

* Blanket exemptions or extensions lessen the sense of urgency time limits
place on recipients, case workers and service providers;

e Under some circumstances, allowing cases additional time on cash assist-
ance is a step backward into a trap that leaves these harder-to-serve cases de-
pendent upon cash assistance, just as we experienced under AFDC;

» Allowing wholesale extensions to state-imposed time limits fails to prepare
participants for the 60-month TANF time limit;

From the start, Wisconsin saw the need to prepare our administering agencies for
the impacts of time-limits by ensuring that they were providing up-front, intensive
case management. However, we recognized that even with encouragement and ap-
plication of appropriate policies, not everyone would be successful in finding employ-
ment prior to reaching the time limits. For that reason, Wisconsin allows for exten-
sions on a case-by-case basis to the time limits to give participants additional time
in obtaining the skills, education and training and other supports they need. When
determining if a W—2 participant is appropriate for an extension, considerations in-
clude prior cooperation with work requirements; inability to work due to incapacita-
tion; caring for other incapacitated family members; significant limitations to em-
ployment, such as low achievement ability; and inability to find work due to local
labor market conditions.

Thoughts on Time Limits for TANF Reauthorization

TANF reauthorization should retain time limits as they currently exist for the fol-
lowing reasons:

1. We need to continue to infuse a sense of URGENCY: by nature, people pro-
crastinate.

2. Forging an attachment to the workforce takes time. The longer a work his-
tory you have—the more likely you can hold onto the job you have or get an-
other one when times are tough.

3. Our employees who run the program need to help people quickly—because
their clients need the income now. Staff need the push of a time limit as much
as our participants do.
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4. Employers need workers today not tomorrow, and the job that’s there for
our participant today may be filled with someone else tomorrow.

5. Our children need parents who are working role models TODAY. Research-
ers Wolfe and Haveman followed 1,700 families for 21 years—discovered:
incidences of a child dropping out of school dropped by one-half when the parent
worked full-time.

And finally,

6. A lifetime limit encourages people to treat government income assistance
like an insurance policy or a savings account. Used sparingly, and as a last re-
source.

Child-Only Caseload

Our child-only caseload is stable and consists of children of SSI recipients and
Kinship Care cases. In these cases, the parent of the child is either unable to work
due to a disability or not caring for the child due to child welfare concerns. Both
of these programs are run by the Wisconsin Department of Health and Family Serv-
ices—this is particularly critical for the Kinship Care cases. It ensures that child
welfare interventions and family reunification efforts can be made as necessary.

Where do we go from here?

In Wisconsin, we are extending our efforts at serving the more severely barriered
segment of the caseload. The W-2 program is built on the premise that everyone
is capable of doing some form of work and there is a place for everyone in the pro-
gram who is willing to participate to their ability. Given that premise, Wisconsin
was careful to build in features that ensure those individuals with more barriers
to employment will not fall through the cracks: the extension policies I mentioned
earlier for both the 24-month and 60-month time limits; formal assessments are re-
quired for all W-2 participants placed in the lowest rung of the W—2 program; and
flexibility in participation requirements which allow for services such as mental
health counseling, AODA treatment, or domestic abuse services. We have a number
of new initiatives underway that will serve to enhance our understanding of what
strategies are most successful with this population. Among other things, we are con-
tracting with the University of Wisconsin-Milwaukee to design a screening tool for
multiple barriers and we recently implemented a performance standard that bases
W-2 contract dollars on appropriate assessment of participants.

Conclusion

TANF Reauthorization is an opportunity for Congress to further strengthen fami-
lies through work. But in doing so, Congress must keep in mind the very real dif-
ferences, not just across states, but from one community to the next:

e Rural communities vary drastically in their makeup of human service re-
sources, transportation services, and safe, affordable housing when compared
with Urban areas of a state; and

» Pockets of high unemployment are a reality in most states. These commu-
nities need special consideration for programs that attract new businesses and
retraining of workers—an effort that requires a long-term planning approach;

PRWORA'’s success thus far is based on the flexibility provided by Congress, not
in spite of it. And state and local innovation are driving factors. It is difficult for
researchers to study and quantify our successes because the multiplicity of strate-
gies across states has created a program that looks like a patchwork quilt. But we
owe it to our children to stay on this path where meeting individuals needs are
paramount to meeting the needs of the system that serves them.

Thank you.

—

Chairman HERGER. Thank you very much, Ms. Reinert, and par-
ticularly for the great example that your State has set in this area.

Now, we have the great pleasure of turning to our next witness,
Ms. Dannetta Graves, Director, Montgomery County Department of
Job and Family Services, Dayton, Ohio.

Ms. Graves.
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STATEMENT OF DANNETTA GRAVES, DIRECTOR, MONT-
GOMERY COUNTY DEPARTMENT OF JOB AND FAMILY SERV-
ICES, DAYTON, OHIO

Ms. GRAVES. Thank you. To the honorable Members of the
Human Resources Subcommittee of the House Committee on Ways
and Means and Representative Wally Herger, Chairman, I am here
today to briefly discuss from a local perspective the implemented
program strategies and the necessary flexibility and resources for
the effective administration of work requirements and time limits
under the Personal Responsibility and Work Opportunity Reconcili-
ation Act of 1996.

Ohio welfare reform legislation, in response to PRWORA, not
only challenged counties to implement programs and strategies
that would assist families to reach and maintain their maximum
level of economic self-sufficiency, but also limited their receipt of
TANF cash assistance to 36 months. The family is ineligible for 24
consecutive months before eligibility for cash assistance can be re-
considered for an additional 24 months.

The flexibility provided by Congress in PRWORA allowed Ohio’s
legislature to give counties two programs under which TANF as-
sistance to families is provided, Ohio Works First, the cash assist-
ance program, and the Prevention, Retention, and Contingency pro-
gram. While Ohio’s work requirements, self-sufficiency contracts
between recipients and the county department, sanctions for those
who fail without good cause to fulfill their obligation, and their
time limits played a role in our reform of the welfare system, it
was the PRC program that allowed us to achieve the level of suc-
cess we continue to enjoy, despite the current economic slowdown.

Montgomery County in July 1992 had 41,450 individuals, nearly
15,000 families, receiving cash assistance at an average cost of
$4.58 million per month. Today, this number is 11,448 individuals,
which is 5,128 families, and $1.67 million per month.

This reduction is a direct result of Montgomery County’s heavy
emphasis on work and work preparation, investment in our Nation-
ally recognized job center, which has some 48 partner agencies in
it, a PRC program that focuses on providing people with the help
they need to stay off public assistance, and our ability to involve
the community and faith-based organizations, along with public
agencies throughout the PRC-funded contracts to provide a myriad
of programs to adults and youth. Many of these programs and serv-
ices are targeted in Montgomery County’s poorest neighborhoods
and academic-deficient school districts.

The programs are designed to achieve the following: Improve a
families’ opportunity to obtain and retain employment, promote
youth academic success and career exploration and development,
connect families to resources that enhance career advancement and
earnings potential, reduce out-of-wedlock pregnancies, promote
family formation, provide mentoring for families and youth, reduce
substance abuse, increase general education attainment and knowl-
edge of community resources, promote payment and receipt of child
support, promote the opportunities for homeownership, reduce
school dropout rates, and reduce family violence.

Montgomery County in July 1999 was faced with 1,370 families
reaching the 36-month time limit in the first 3 months beginning
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October 1 of 2000. The need was clear. We had to implement a
strategy that would significantly reduce the number of families
who would face time limits and provide follow-up activities to those
who actually did. In Ohio, each county had to establish the hard-
ship criteria for extension of cash benefits.

The agency established the outreach unit, which provides inten-
sive treatment to all families who have reached receipt of 20
months of cash assistance. This treatment includes home visits and
assessments of the family situation to determine the barriers to
self-sufficiency and provide access to the resources to address or re-
lieve them. The intense treatment provided greater insight to the
dynamics that prevent the realization of productive potential and
growth. It also directed our efforts to seek other, more permanent
resources, such as Supplemental Security Income (SSI) and Social
Security disability, as well as other interventions to improve the
family’s stability and chances of achieving self-sufficiency.

This strategy resulted in only 170 families that actually faced
time limits in the first 3 months beginning in October of 2000. The
family situations discovered from the intensive efforts of the out-
reach unit, along with community forums with various stake-
holders, established the hardship criteria. Once the criteria was ap-
plied, only 37 families had to face cash assistance termination in
the first 3 months of the time limit. Also attached to my testimony,
is information on these statistics so you can see where we are
today.

TANF reauthorization proposed by the President, in general, has
strong support from those of us who are responsible for its local ad-
ministration. However, increasing required work hours from 30 to
40 hours per week will dramatically increase the cost of child care.
Adopting the work first philosophy means you must provide quality
child care at the level necessary to achieve your goal. Limiting a
State’s ability to transfer TANF funding to the social service block
grant from 10 percent to 4.25 percent will severely impact some of
our more innovative and effective programs to move families out of
poverty.

Maintaining an enhanced TANF flexibility will be an ongoing
theme from all who come before you. It is that flexibility that al-
lows us to assist families that are on cash assistance as well as
those who recently left the rolls and those poor families who do not
receive or have not received cash assistance.

Remember, welfare reform is not just getting an adult member
of the family a job. That is just the beginning. It is making sure
that the children receive quality child care, after-school academic
and cultural enrichment services, and career preparation. It is the
availability of retention and advancement services to ensure em-
ployment now and in the future. Finally, it is the involvement of
our community and faith-based organizations to enhance the efforts
of our public agencies to improve the quality of life in our commu-
nities.

[The prepared statement of Ms. Graves follows:]
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Statement of Danetta Graves, Director, Montgomery County Department of
Job and Family Services, Dayton, Ohio

Good Morning:

To the Honorable members of the Human Resource Subcommittee of the House
Committee on Ways and Means; Rep. Wally Herger, Chairman.

My name is Dannetta Graves and I am the director of the Montgomery County
Department of Job and Family Services, Dayton, Ohio.

I am here today to briefly discuss from a local perspective, the implemented pro-
grams, strategies, and necessary flexibility and resources for the effective adminis-
tration of the work requirements and time limits under the Personal Responsibility
and Work Opportunity Reconciliation Act of 1996 (PRWORA). Ohio’s Welfare Re-
form legislation, in response to PRWORA, not only challenged counties to implement
programs and strategies that would assist families to reach and maintain their max-
imum level of economic self-sufficiency, but also limited their receipt of TANF cash
assistance to 36 months. The family is ineligible for 24 consecutive months before
eligibility for cash assistance can be reconsidered for up to 24 additional months.

The flexibility provided by Congress in PRWORA allowed the Ohio legislature to
give counties two (2) programs under which TANF assistance to families is provided:
Ohio Works First (OWF), the cash assistance program, and the Prevention, Reten-
tion, and Contingency (PRC) program. While Ohio’s work requirements, Self-Suffi-
ciency Contracts between the recipients and the county department, sanctions for
those who failed without good cause to fulfill their obligations and time limits
played a role in our reform of the welfare system, it was the PRC program that al-
lowed us to achieve the level of success that we continue to enjoy despite the current
economic slow-down.

Montgomery County in July of 1992 had 41,450 individuals (nearly 15,000 fami-
lies) receiving cash assistance at an average cost of $4.58 million per month. Today
that number is 11,448 individuals (5,128 families) at $1.67 million per month. This
reduction is a direct result of Montgomery County’s heavy emphasis on work and
work preparation, investment in our nationally recognized Job Center (One-Stop Ca-
reer Center with 48 partner agencies), a PRC program that focuses on providing
people with the help they need to stay off public assistance, and our ability to in-
volve Community and Faith-Based organizations along with public agencies through
PRC funded contracts to provide a myriad of programs for adults and youth. Many
of these programs and services were targeted in Montgomery County’s poorest
neighborhoods and academic deficient school districts. The program services are de-
signed to achieve the following:

* Improve a family’s opportunity to obtain and retain employment

* Promote youth academic success, career exploration and development

* Connect families to resources that enhance career advancement and earn-
ings potential

¢ Reduce out-of-wedlock pregnancies

¢ Promote family formation

* Provide mentoring for families and youth

* Reduce substance abuse

¢ Increase general educational attainment and knowledge of community re-
sources

* Promote the payment/receipt of child support

¢ Promote the opportunities for home ownership

* Reduce school drop-out rates

* Reduce family violence

Montgomery County in July of 1999 was faced with 1,370 families reaching their
36 month time limit in the first three months beginning October 1, 2000. The need
was clear. We had to implement a strategy that would significantly reduce the num-
ber of families who would face time limits and provide follow-up activities to those
who actually did. In Ohio, each county had to establish the Hardship Criteria for
extension of cash benefits. The Agency established the Outreach Unit which pro-
vides intensive treatment to all families who have reached receipt of 20 months of
cash assistance. This treatment includes home visits and assessment of the family’s
situation to determine the barriers to self-sufficiency and provide access to resources
to address or relieve them.

This intense treatment provided greater insight to the dynamics that prevent the
realization of productive potential and growth. It also directed our efforts to seek
other more permanent resources (i.e., SSI and SSA disability) as well as other inter-
ventions to improve family stability and the chances of achieving self-sufficiency.
This strategy resulted in only 170 families that actually faced time-limits in the first
three (3) months beginning in October 2000. The family situations discovered from
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the intensive efforts of the Outreach Unit along with community forums with var-
ious stakeholder groups established the Hardship Criteria for extended benefits.
Once the criteria was applied, only 37 families had their cash assistance actually
terminated in the first three (3) months under time limits. Once again, PRC funded
programs are used in the intensive efforts to reduce the number of families that face
losing eligibility for cash benefits.

TANF Reauthorization proposed by the President in general has strong support
by those of us who are responsible for its local administration. However, increasing
the required work hours from 30 to 40 hours per week will dramatically increase
the cost of chid care. Adopting the “Work First” philosophy means you must provide
quality child care at the level necessary to achieve your goal. Limiting a state’s abil-
ity to transfer TANF funding to the Social Service Block Grant from 10% to 4.25%
will severely impact some of our more innovative and effective programs to move
families out of poverty. Maintaining and enhancing TANF flexibility will be an ongo-
ing theme of all who come before you. It is that flexibility that allows us to assist
families that are on cash assistance as well as those who recently left the rolls and
those poor families who do not receive cash assistance.

Remember, Welfare Reform is not just getting the adult members of the family
a job—that’s just the beginning. It’s making sure that children receive quality child
care, after school academic and cultural enrichment services, and career prepara-
tion. It’s the availability of retention and advancement services to ensure employ-
ment now and in the future. Finally, it’s the involvement of our Community and
Faith-Based organizations to enhance the efforts of our public agencies to improve
the quality of life in our communities.

[Attachments are being retained in the Committee files.]

———

Chairman HERGER. Thank you very much, Ms. Graves. Now, we
will hear from Mr. Mark Greenberg, Senior Staff Attorney, Center
for Law and Social Policy. Mr. Greenberg?

STATEMENT OF MARK H. GREENBERG, SENIOR STAFF
ATTORNEY, CENTER FOR LAW AND SOCIAL POLICY

Mr. GREENBERG. Thank you. Mr. Herger and Members of the
Committee, I appreciate being asked to testify today and appreciate
your continuing interest in welfare reform.

As we look ahead to reauthorization of the 1996 law, I think it
is important to step back and acknowledge what an extraordinary
shift there has been in the basic direction and orientation of State
programs in recent years. This shift began well before the 1996
law, but was clearly accelerated by the 1996 law. It has had the
effect of fundamentally reorienting State welfare programs as pro-
grams that see their goals as helping to link families with employ-
ment. There are sometimes controversies about how States go
about doing it and the best ways to do it, but I think there has
been a broad-based shift across the country toward this basic ori-
entation.

A number of features of the 1996 law, not just the participation
rates, contributed to this reorientation. The fixed funding contrib-
uted, both by telling States they had a limited amount of funding
to use and at the same time that when their caseloads went down,
that they would be able to redirect it to an array of other activities,
including a whole set of activities to support low-income working
families.

The time limits likely contributed to the reorientation. The provi-
sions of the law that involved engagement and work within a 2-
year period contributed. The increased funding for child care con-
tributed. The increased availability of health care outside the wel-
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fare system contributed. In short, a whole set of things contributed
to a fundamental reorientation of how States saw what they were
trying to do.

Over the last number of years, we have seen an unprecedented
caseload decline and we know from a lot of research that most of
the families that have left assistance have entered into employ-
ment. At the same time, we know that often that employment is
not stable, often that employment is low-wage, without basic bene-
fits.

As States and others now focus on the next directions for welfare
reform, a lot of the conversation involves the families still receiving
assistance, and there is a very strong sense that many of those
families have multiple barriers to employment. While these bar-
riers may not prevent work, the do call for different strategies.

I am aware of the Urban Institute research and the GAO re-
search on this topic, and I can only tell you that if you talk to State
and local administrators, they will readily describe to you the ex-
tent of multiple barriers that they are now seeing and trying to fig-
ure out now to address.

At the same time, there is enormous interest in trying to address
the issue of how to help people find better jobs. Part of it is a con-
versation about what should happen while families are receiving
assistance. Part of it is focused on what should happen to provide
supports after families receive assistance. And there is a conversa-
tion about how to try to ensure that those families who do enter
work are able to meet their health care needs and their child care
needs and make ends meet.

I have been struck over the course of the morning at the extent
of focus on things like child-only cases and separate State pro-
grams. I can tell you that I know of no State in the country that
is interested in trying to find ways to structure programs where
people who are able to work can avoid work obligations. That is not
the focus of the State efforts.

There was clearly a significant number of States that did move
two-parent families into separate State programs. They did so be-
cause they looked at the Federal participation requirements, they
saw a 90-percent rate, and they recognized that if they helped two-
parent families in their TANF programs, they would face serious
risk of Federal penalties. That is why they did it. But politically,
fiscally, conceptually, they have no interest in running programs
where people are provided indefinite assistance without being ex-
pected to work.

I do think that there is a serious data issue in trying to have a
better picture of the extent of engagement in work-related activi-
ties. From Federal participation data, we have good information
about the numbers of families who are engaged in activities enough
to count toward Federal participation rates. We do not have good
information about what families are doing that does not count to-
ward participation rates, because States are free to report that in-
formation on a voluntary basis but are not required to report it. A
number of States clearly do not. We can state with confidence that
at least 40 percent are engaged in activities. We know that the
numbers are surely higher than that, but we do not have good in-
formation as to what those are.
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As you look ahead to reauthorization, it surely makes sense to
get rid of a caseload reduction credit, because it simply rewards
caseload reduction without regard to employment. It makes sense
to put the focus on employment, and to have a measure of people
leaving due to employment.

It makes sense to broaden the countable activities to give States
broader flexibility. I think it makes sense to provide additional
funding to States so they expand the use of subsidized work pro-
grams, not on an indiscriminate basis, but for targeted use for fam-
ilies with serious employment barriers. And, it makes sense for
States to have the flexibility to provide ongoing help to low-income
working families without having to face Federal time limits re-
stricting the ability to help those who go to work.

I hope that these themes can be explored in the continuing dis-
cussion of reauthorization. Thank you.

[The prepared statement of Mr. Greenberg follows:]

Statement of Mark H. Greenberg, Senior Staff Attorney, Center for Law
and Social Policy

Mr. Chairman and Members of the Subcommittee:

Thank you for inviting me to testify. I am a Senior Staff Attorney at the Center
for Law and Social Policy (CLASP). CLASP is a nonprofit organization engaged in
research, analysis, technical assistance and advocacy on a range of issues affecting
low-income families. Since 1996, we have closely followed research and data relating
to implementation of Personal Responsibility and Work Opportunity Reconciliation
Act. In addition, we often talk and visit with state officials, administrators, program
ptgfpviders, and individuals directly affected by the implementation of welfare reform
efforts.1

Today’s hearing focuses on implementation of work requirements and time limits
in state programs under the 1996 law. In the next few minutes, I'll briefly discuss
the requirements of the law, experience since 1996, and potential issues for reau-
thorization. While T'll focus on the specific details of the law, my principal points
are:

e Since 1996, the nation has seen an unprecedented increase in employment
among welfare recipients and, more generally, among low-income single parent
families.

¢ Work-related provisions, time limits, and other features of TANF made im-
portant contributions, but have not been the only factors, in this employment
growth.

e The 1996 law set broad directions, but allowed states enormous flexibility
in the structuring their programs, and states have used that flexibility to take
? rarllge of approaches, but all focusing on expanding work among low-income
amilies.

* While work has increased, there are at least three work-related concerns
that need to be addressed in reauthorization: how to increase employment
among those families with the most serious barriers; how to help families get
better jobs; and how to ensure that low-earning families receive needed health
care and child care assistance and have enough income to make ends meet.

¢ To address these concerns, Congress should:

¢ broaden states’ abilities to count a range of activities toward participa-
tion rates, so that states can develop individualized plans that are most ef-
fective in helping families enter sustainable employment;

¢ end restrictions on states’ ability to use vocational training as a strat-
egy for helping parents attain access to better jobs;

¢ eliminate the TANF caseload reduction credit, which currently rewards
states for any caseload reduction, whether or not it is due to employment;
instead, establish a structure under which states are rewarded based on
families leaving assistance due to employment, with greater emphasis on
higher-paying jobs;

1This testimony reflects ongoing collaborative work with a number of CLASP colleagues, in-
cluding Steve Savner, Julie Strawn, Rutledge Hutson, and Hedieh Rahmanou.
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¢ provide additional dedicated funding to encourage states to implement
transitional jobs programs for TANF recipients and other low-income indi-
viduals with serious employment barriers;

¢ improve access to public benefits for low-earning families, expand child
care funding, and allow states to use federal TANF funds to provide ongo-
ing help to low-earning working families without that help being subject to
TANF time limits.

* The Administration’s proposal would raise TANF participation rates, re-
quire 40 hours of participation to fully count toward participation rates, and
limit the activities that could count toward the first 24 hours of participation
to a set of “direct work” activities. Unfortunately, this approach would signifi-
cantly restrict state flexibility, compel states to adopt models that do not reflect
their best judgments about how to structure programs, and pressure states to
adopt approaches that are not consistent with key research findings about the
most effective welfare-to-work programs. Moreover, any proposal that envisions
significant increases in numbers and hours of participants needs to carefully
consider and adequately address the program and child care costs that would
necessarily arise in meeting such requirements.

Employment Outcomes Under TANF

The 1996 welfare law sought to emphasize work in a number of ways: by giving
states fixed funding that would remain constant as caseloads fell, expanding child
care funding, imposing time limits on federally-funded assistance, ending entitle-
ments to assistance, ensuring that low-income families could receive Medicaid with-
out participating in welfare, encouraging a “work first” philosophy, requiring that
families must be “engaged in work” as defined by states within 24 months, and by
providing that states would face federal penalties unless they met annual work par-
ticipation rates. At this hearing, much of the focus will be on participation rate
rules. While it is valuable to review states’ experience with participation rates, it
is also important to appreciate that participation rates have only been one aspect
of an overall effort to reorient welfare systems and promote and support work.

All available evidence points to a dramatic increase in employment among low-
income single mothers in recent years. In announcing its welfare reform proposal,
the Administration reported that after a decade in which the annual employment
rate for single mothers hovered around 58%, the rate had increased every year
through 2000, and reached over 73% of mothers heading families in 2000. Moreover,
employment rates for never-married mothers increased from under 46% in 1995 to
nearly 66% in 2000, an increase of over 40% in just five years. The Administration
observed: “These employment increases by single mothers and former welfare moth-
ers are unprecedented. By 2000, the percentage of single mothers with a job reached
an all-time high.” 2

TANF played an important role in this employment growth, though it is probably
impossible to isolate TANF’s independent role. The growth in employment of low-
income single mothers with young children began between 1992 and 1993. During
the 1990s, a set of factors contributed to this employment growth: the strong na-
tional economy, the expansion of the Earned Income Tax Credit, increased avail-
ability of child care subsidies, expansion of health coverage for children, the min-
imum wage increase, and improved child support enforcement. There seems to be
a consensus among researchers that welfare reform efforts played an important role,
with the effects more pronounced in latter years.3 Other factors occurring at the
same time all pushed in the same direction, and we don’t know how the same poli-
cies would have worked in a different economy, or how one component would have
worked without the others.

The “TANF effect” involved both additional requirements and federal block grant
funds that became available because of caseload declines. Since funding levels were
generally set to reflect welfare caseloads from the early-mid 1990s, and caseloads
began falling in 1994, states were able to redirect funds previously spent on cash
assistance to employment-related services, among other activities. Notably, by FY
2000, nearly $4 billion in TANF funds was being committed to child care, much of
it directed to expanding child care for low-earning working families outside the wel-
fare system. States also committed freed-up funds to expanding transportation as-
sistance; state earned income tax credits, nonrecurrent-short term benefits, employ-

2Working Toward Independence, pp. 6-7.

3Rebecca M. Blank, Declining Caseloads/Increased Work: What Can We Conclude About the
Effects of Welfare Reform?,” FRBNY Economic Policy Review, (New York: Federal Reserve Bank
of New York, September 2001), Available online: www.newyorkfed.org/maghome/econ—pol/2001/
801rbla.pdf
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ment retention and advancement initiatives, and other expenditures to help low-
earning working families.

Challenges in the next stage of welfare reform

As states, researchers, and others have reviewed TANF’s record, there has been
little dispute about states’ strong emphasis on work. Rather, work-related concerns
have often centered in three key areas:

* how to help families with the most serious employment barriers enter em-
ployment;

* how to help families get better jobs; and

* how to help families entering employment receive needed health care and
child care assistance and have enough income to make ends meet.

First, families still receiving assistance often have serious and multiple barriers
to employment. A General Accounting Office study found that 44% of TANF recipi-
ents had at least one physical or mental impairment.4 Estimates of the prevalence
of substance abuse among TANF recipients range from 6% to 27%.5 Two studies
found that about a quarter of TANF recipients have a child with an illness, dis-
ability or emotional problem.® Estimates of recent or current domestic violence are
generally in 20-30% range—while estimates of lifetime experience of domestic vio-
lence tend to be in the 50-60% range.” In 1999, about 44% of adult TANF recipients
lacked a high school diploma or GED.® Studies in three states suggest that between
a fifth and a third of parents receiving TANF have learning disabilities.® Limited
English proficiency is also a problem in many places; for example, in Los Angeles
County, 41% of the TANF caseload had limited English proficiency.1® The existence
of barriers doesn’t preclude work, but multiple barriers make it more difficult.

Second, while employment growth has been dramatic, much of the employment
has been in low- -wage jobs. For working adults receiving assistance, earmngs aver-
aged $597.97 per month in FY 99.11 According to the Urban Institute’s Nation Sur-
vey of America’s Families, median wages for recent welfare leavers in 1999 were
$7.15 an hour.12 State studies typically report wages in that range. A CLASP review
of more than 30 recent leavers studies found that median wages ranged from $6.00
to $8.47 an hour, while median first quarter earnings ranged from $1,884 to $3,416,
with most states showing median quarterly earnings of $2,000 to $2,500.13 In
CLASP’s review, five states reported average annual earnings for leavers continu-
ously employed since leaving, and in no case did the average earnings exceed the
poverty guideline for a family of three. Moreover, while there is some earnings

4U.S. General Accounting Office, Welfare Reform: More Coordinated Federal Effort Could Help
States and Localities Move TANF Recipients With Impairments Toward Employmen t, GAO-02—
37, (Washington, DC, October 31, 2001), 3. Available online: http:/www.gao.gov

5 Amanda Barusch, Mary Jane Taylor, and Soleman Abu-Bader, Understanding Families with
Multiple Barriers to Self Sufficiency, (Salt Lake City: University of Utah, Social Research Insti-
tute, 1999), 21; Sandra K. Danziger, Ariel Kalil, and Nathaniel J. Anderson, “Human Capital,
Physical Health, and Mental Health of Welfare Recipients: Co-occurrence and Correlates,” Jour-
nal of Social Issue s, Vol. 56, (4), (Malden, MA: Blackwell Publishers, 2000), 635-654; Rukmalie
Jayakody, Sheldon Danziger, and Harold Pollak, “Welfare Reform, Substance Use and Mental
Health,” Journal of Health Politics, Policy and Law, Vol. 25(4), (Durham, NC: Duke University
Press, 2000); Gretchen Kirby & Jacquelyn Anderson, Addressing Substance Abuse Problems
Among TANF Recipients: A Guide for Program Administrators, Final Report, (Washington, DC:
Mathematica Policy Research Inc., July 2000).

6Heidi Goldberg, Improving TANF Program Outcomes for Families with Barriers to Employ-
ment, (Washington DC: The Center on Budget and Policy Priorities, January 2002) available on-
line at http://www.cbpp.org.

7R1chard M. Tolman and Jody Raphael, “A Review of Research on Welfare and Domestic Vio-
lence,” Journal of Social Issue s, Vol. 56(4), (Malden, MA: Blackwell Publishers, 2000), 655-82.

8Sheila R. Zedlewski and Donald Alderson, Before and After Reform: How Have Families on
Welfare Changed?, (Washington, DC: The Urban Institute, April 2001), available online at: http:/
/mewfederalism.urban.org/html/series b/b32/b32.html

9Heidi Goldberg, Improving TANF Program Outcomes for Families with Barriers to Employ-
ment, (Washington DC: The Center on Budget and Policy Priorities, January 2002) available on-
line at http://www.cbpp.org.

10 Heidi Goldberg, Improving TANF Program Outcomes for Families with Barriers to Employ-
ment, (Washington DC: The Center on Budget and Policy Priorities, January 2002) available on-
line at http://www.cbpp.org

117U.S. Department of Health and Human Services, “Characteristics and Financial Cir-
cumstances of TANF Recipients, Fiscal Year 1999,” Available online: http://www.acf.dhhs.gov/
programs/opre/characteristics/fy99/analysis.htm

12Pamela Loprest, How Are Families That Left Welfare Doing? A Comparison of Early and
Recent Welfare Leavers, (Washington, DC: The Urban Institute, April 2001), 3. Available online:
http:/newfederalism.urban.org/pdf/anf b36.pdf

13 Elise Richer, Steve Savner, and Mark Greenberg, Frequently Asked Questions about Work-
ing Welfare Leavers, (Washington, DC: Center for Law and Social Policy, November 2001).
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growth over time, earnings remain low for most of the affected families. CLASP’s
review found that in most states, earnings in the fourth quarter after exit grew by
only a few hundred dollars above first quarter earnings.

Third, the fact that those entering employment often have low earnings under-
scores the importance of access to “work supports”—Food Stamps, Medicaid, child
care assistance, and child support services—as a strategy for helping families in
low-wage jobs meet basic needs. However, participation in Food Stamps and Med-
icaid sharply declines after families leave assistance, most working leavers do not
receive child care assistance, and most leavers do not receive child support. And,
under current law, if a state uses TANF funds to provide ongoing help to a low-
earning working family, that assistance counts toward the federal five-year time
limit. Thus, one key set of issues for reauthorization concerns how to improve access
to work support programs for low-earning working families.

TANF participations rates: background

The 1996 law has two separate participation rates: an overall rate and a sepa-
rately calculated two-parent rate. States risk penalties if they do not satisfy these
requirements. To count toward a participation rate, an individual must participate
in a federally “countable activity” for a specified number of hours each week. The
overall rates increased from 25% in 1997 to 50% in 2002, and two-parent rates in-
creased from 75% to 90%; however, under a provision known as the caseload reduc-
tion credit, a state’s actual rates can be adjusted downward if the state’s caseload
has fallen since 1995 for reasons other than changes in eligibility rules, and as a
result, states have typically had effective rates far below the listed ones.

To count toward the overall rate, single-parent families with children under age
six must be engaged in countable activities for at least 20 hours a week; all other
families must be engaged for at least 30 hours a week. Generally, a state can count
hours in paid or unpaid work, job search and job readiness (for up to six weeks)
and vocational training (for up to a year for part of the caseload) toward the first
20 hours of activity, and a broader list toward required hours in excess of 20.14

In FY 2000, every state met its overall participation rate requirement.'> The na-
tional overall participation rate was 34%. Every state qualified for a caseload reduc-
tion credit, and most states had adjusted required rates of 10% or less. At the same
time, most states exceeded their adjusted required rates by thirty percentage points
or more.

The most common activity counting toward satisfying participation requirements
was participation in unsubsidized employment: In FY 2000, two-thirds (66%) of
those counting toward participation rates did so through unsubsidized employment,
followed by job search (11.7%); work experience (10.6%); vocational educational
training (10.5%); community service (6.4%), with the remainder in other countable
activities. At the same time, states varied significantly in their approaches. For ex-
ample, in five states (Montana, Wisconsin, South Dakota, West Virginia, and Wyo-
ming) more than half of countable participants were engaged in work experience or
community service. But, in most states, less than 10% of those counting toward par-

14 More precisely, under current law, to count toward the all-families rate, at least 20 hours
per week must be attributable to:

* Unsubsidized or subsidized employment;

e Work experience and community service programs, i.e., work without wages in return for
receiving the welfare grant;

¢ On-the-job training;

» Provision of child care services to an individual who is participating in a community service
program;

¢ Vocational educational training for up to 12 months, provided that no more than 30% of
those counting toward a state’s participation rate may do by being engaged in vocational edu-
cational training or by being teen parents engaged in school completion;

« Job search and job readiness assistance for up to 6 weeks (or twelve weeks in periods of
high unemployment).

In addition, teen parents can count toward the participation rates by being engaged in school
completion or education directly related to employment, but such activities are counted within
the 30% cap described above.

For the all-families rate, hours in excess of 20 may be counted when an individual partici-
pates in:

« Job skills training directly related to employment,;

¢ Education directly related to employment, for a recipient who has not received a high school
diploma or a certificate of high school equivalency; or

« Satisfactory attendance at secondary school or in a course of study leading to a certificate
of general equivalence, for a recipient who has not completed secondary school or received such
a certificate.

15Vermont’s participation level was not determined, because the state asserted it was not sub-
ject to the participation rate requirements until the expiration of its waiver.
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ticipation rates were in such activities, and in five states (Minnesota, Michigan, In-
diana, Connecticut, and Iowa) less than 1% were engaged. Similarly, states also took
very different approaches to using vocational educational training in their programs,
with nine states reporting over 20% of those counting toward participation rates in
vocational educational training, while thirteen states reported less than 5%.

A state’s participation rate is not a measure of the extent of “engagement” among
families, because it counts the number of persons who participated in a federally-
specified set of activities for a specified number of hours during the month. States
can voluntarily choose to report additional participation in other activities, and
some states elect to do so. From that reporting, one can determine that at least 40%
of TANF adults were engaged in state-reported activities each month. The actual
figure would surely be higher if all states were reporting engagement in state-ap-
proved activities, but from current reporting, one cannot determine the actual num-
bers engaged, or what they were engaged in, or what share were engaged over a
period of months.

Similarly, the participation rate is not a measure of state success in job place-
ments or of the quality of job entries. In fact, in some circumstances, a state might
find that rapid job entries translate to a lower participation rate, particularly if en-
tering employment means immediate or rapid loss of assistance. Some states have
clearly sought to maximize participation in federally-specified activities, and others
have adopted different approaches, but from available data, it is not possible to de-
termine whether one approach has had stronger impacts in increasing employment.

For two-parent families, the 1996 law established participation rates escalating
from 75% to 90%. A number of states made judgments that it would be impossible
to reach a 90% rate, and that they would face federal penalties if they assisted two-
parent families in their TANF programs. As a result, in FY 2000, seventeen states
did not assist two-parent families in their TANF programs; instead, HHS indicates
that fourteen states designed “separate state programs,” using maintenance of effort
funds, and assisted all or some of the state’s two-parent families in these separate
programs. Generally, the goal of these programs was not to avoid work require-
ments for two-parent families, but rather to be able to assist them, impose work re-
quirements, and provide needed work-related services without subjecting the state
to risk of federal penalties. And, the participation rate in separate state programs—
43.1%—was close to the national average participation rate of 48.9% in TANF-fund-
ed two-parent families. Nationally, only two states (Illinois and Rhode Island) re-
ported reaching a 90% participation rate for two-parent families.

TANF Participation Rates: Recommendations

A threshold question is whether there could be a better approach to measuring
employment outcomes than the current participation rate structure. The 1996 law
provided for high performance bonuses, and bonuses were awarded in 1999 and
2000 for state outcomes relating to job entries, earnings gains, and employment re-
tention. Some administrators have expressed concern that participation rates only
measure “process,” and that it would be better to have an option to be measured
by employment outcomes. There are a number of difficult questions about how to
design such a system, but in reauthorization, Congress might consider building in
sufficient flexibility to allow states to elect to be accountable for a set of outcome
measures in lieu of participation rates.

Assuming a basic participation rate structure, though, we recommend four key
changes for reauthorization:

First, Congress should replace the caseload reduction credit with a credit that re-
flects families leaving assistance due to employment. The caseload reduction credit
has rewarded caseload reduction whether or not it translated to employment. It
should be replaced with a measure that actually focuses on whether leavers are em-
ployed, and gives states more credit for families entering sustainable employment
at higher wages.

Second, the separate two-parent participation rates should be eliminated, so that
states need not fear that they will risk federal penalties by assisting two-parent
families in their TANF programs.

Third, the law’s restriction on counting vocational educational training should be
removed. In the TANF structure, a state has no incentive to allow participation in
training unless the state believes that the training will help an individual enter em-
ployment or get a better job. The state should be free to make that choice.

Fourth, states should be allowed to have broader discretion to count “barrier re-
moval activities” toward participation rates. As states have begun working with
families with multiple barriers (e.g., health, mental health, disability, substance
abuse, domestic violence, lack of English language proficiency), they have typically
been unable to count involvement in individualized, barrier removal activities to-
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ward the rates. Again, a state has no incentive to allow or pay for such activities
unless the state believes it will be an effective means to help a family move toward
employment.

H.R. 3625, introduced by Reps. Cardin, Stark, Levin, McDermott, and Doggett, re-
flects a number of constructive provisions in its approach to participation rates. The
bill would eliminate the caseload reduction credit, and substitute an employment
credit; eliminate the 30% cap on vocational training and allow such training to
count toward participation rates for up to 24 months; and allow barrier removal ac-
tivities to count toward participation rates for up to six months.

Finally, Congress should make available additional funding, on an optional basis,
for states to expand the use of transitional jobs. Since 1997, several states (includ-
ing Washington, Pennsylvania, and Minnesota) and more than 30 cities have estab-
lished transitional jobs programs to help increase employment and earnings of
TANF recipients who have been unable to find stable, unsubsidized employment.
Such programs generally combine wage-paying jobs with skill development activities
and related support services. Over 30 programs responding to a CLASP survey re-
ported promising results, but transitional jobs are typically not used in state TANF
programs, in part because they are more expensive than other alternatives. While
we do not recommend requiring states to adopt such programs, we do recommend
providing additional funding to encourage their replication and expansion.

Participation Rates: The Administration’s Approach

The Administration has proposed an extensive set of new requirements, and the
full details are not yet available. However, key provisions would:

* Increase the monthly participation rate from 50% to 70% by 2007, while
phasing out the caseload reduction credit.

* Increase weekly participation requirement from 20 hours for single parents
with children under 6 and 30 hours for other parents to 40 hours for all families
with children age 1 or older.

e Provide that in meeting the 40-hour requirement, at least 24 hours must
be in “direct” work activities—unsubsidized or subsidized employment, super-
vised work experience or community service programs, on-the-job training and
school completion for teen parents. Vocational training and barrier removal ac-
tivities would generally not be countable toward the first 24 hours each week.
For up to 3 months in a 24 month period, states could count participation in
short-term substance abuse treatment, rehabilitation, and work-related training
toward meeting the 24-hour direct work requirement.

In addition, states could count individuals who leave TANF due to employment
for up to three months, and could exclude families from the participation rate cal-
culation for the first month of assistance.

We share the Administration’s goals of increasing engagement of families with the
most serious barriers, and of helping families enter sustainable employment and ad-
vance to better jobs. At the same time, we have three principal concerns about the
Administration’s specific proposal, and an additional concern about potential costs.

First, the proposal is significantly more prescriptive and restrictive than current
law. The combination of increasing effective rates, raising hourly requirements, and
limiting the activities that can count toward the first 24 hours of engagement would
allow states far less flexibility in structuring activities than they currently have. For
example, a state may now count full-time engagement in vocational training for up
to 12 months (subject to a limit on the total number countable), but under the pro-
posal, no more than 3 months of full-time engagement in vocational training would
be allowable. States may now count engagement in job search for up to six weeks
a year, while under the proposal, any counting of job search would compete with
any other activity that a state wanted to count toward the “flexible” three-month
allowance. States can now choose whether to require more than 20 hours of partici-
pation for single parents of children under age 6, while under this proposal, they
would be required to establish 40-hour participation plans for such families with
children age 1 and older.

Second, the proposal does not reflect the best judgment of most states about how
to structure their programs. The Administration’s approach reflects a particular pro-
gram model, and any state is free to adopt that model under the current TANF
structure, but states have generally not elected to do so. In structuring their TANF
programs, some states have placed strong emphasis on job search programs aimed
at connecting families with employment as rapidly as possible. Some have greatly
liberalized their policies to broaden support to families who enter low-wage jobs.
Most states significantly reduced the role of education and training in their pro-
grams (at least in part due to federal participation rate rules), but education and
training remains a significant component in some states. Generally, most states
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have made only limited use of unpaid work experience and community service pro-
grams, and even more limited use of subsidized employment and on-the-job training.
No state reports that participants averaged 40 hours of engagement a week. At least
in part, this is because a parent employed for forty hours a week will not be eligible
for continuing TANF assistance in most states. Rather, in FY 2000, states reported
an average of 29 hours a week for those reported participating in one or more work-
related activities.

One of the strongest themes in state experience has been concern about imposing
one-size-fits all rules. For some recipients in some circumstances, a well-structured
work experience program may be an entirely appropriate activity that can help the
individual move toward unsubsidized employment. But, for an individual with sub-
stantial recent work experience, it may be wholly inappropriate. And, some individ-
uals with multiple barriers may be able to move into a structured work activity
within three months, but one would be hard-pressed to say that that would be true
for all individuals at all times. And, some training programs can be completed in
three months, but the federal government is ill-suited to say that three months is
right and four months is wrong.

Finally, the Administration’s proposed approach is not what would be suggested
from the welfare-to-work research. The best evidence from two decades of evalua-
tions of welfare-work strategies is that the most effective approaches are “mixed
strategy” programs. Such programs provide a range of services, such as job search,
life skills, work-focused basic education, and occupational training. The most suc-
cessful site by far in National Evaluation of Welfare-to-Work Strategies (NEWWS)—
Portland, Oregon—stressed moving individuals into the workforce quickly but em-
phasized finding good jobs and allowed the first activity for each person to vary de-
pending on skills, work history, and other factors.1® Portland not only increased
overall employment and earnings by much more than the other ten sites but also
helped people stay employed longer and increase their earnings more.1?” More gen-
erally, programs achieving the biggest and longest-lasting impacts on employment
and earnings have consistently been those using a mix of services, and have not
have had large work experience components.

Moreover, programs that have raised wages typically provided substantial access
to job training. While many moved into jobs quickly in Portland, some received
adult education and vocational training for a year or more, attaining occupational
certificates that enabled them to qualify for higher paying jobs.1® The NEWWS eval-
uation, and earlier research on the Center for Employment Training, suggest that
access to occupational training, especially for those without a high school diploma
or GED, may be a key to helping recipients find higher paying jobs. The three
NEWWS sites that most increased hourly pay for nongraduates—Columbus, Detroit,
and Portland—also boosted participation in postsecondary education or occupational
training. Nongraduates in Portland were four times more likely to receive a trade
license or certificate than those not in the program. Other programs, such as Ala-
meda County GAIN and Baltimore Options, have used training to increase wages
for high school graduates.1®

In sharp contrast, the best research evidence indicates that work experience pro-
grams have not increased employment or earnings. Based on research conducted on
a number of unpaid work experience in the 1980’s, the Manpower Demonstration
Research Corporation concluded, “there is little evidence that unpaid work experi-
ence leads to consistent employment or earnings effects.” 20

Transitional Jobs programs that combine paid work with education and support
services have achieved promising results. In contrast to unpaid work experience, re-
search on the Washington State Community Jobs program, a Transitional Jobs pro-

16 Freedman, Stephen, Daniel Friedlander, Gayle Hamilton, JoAnn Rock, Marisa Mitchell,
Jodi Nudelman, Amanda Schweder, and Laura Storto. 2000. Evaluating Alternative Welfare-to-
Work Approaches: Two-Year Impacts for Eleven Programs. Washington, DC: U.S. Department
of Health and Human Services and U.S. Department of Education.

17National Evaluation of Welfare to Work Strategies: Four-Year Impacts of Ten Programs on
Employment Stability and Earnings Growth,” Stephen Freedman, Manpower Demonstration Re-
search Corporation, December 2000.

18 Scrivener, Susan, Gayle Hamilton, Mary Farrell, Stephen Freedman, Daniel Friedlander,
Marisa Mitchell, Jodi Nudelman, and Christine Schwartz. 1998. The National Evaluation of
Welfare-to-Work Strategies: Implementation, Participation Patterns, Costs, and Two-Year Im-
pacts of the Portland (Oregon) Welfare-to-Work Program. Washington, DC: U.S. Department of
Health and Human Services and U.S. Department of Education.

19 Strawn, Julie, and Karin Martinson. 2000. Steady Work and Better Jobs: How to Help Low-
Income Parents Sustain Employment and Advance in the Workforce. New York: Manpower Dem-
onstration Research Corporation.

20“Unpaid Work Experience for Welfare Recipients: Findings and Lessons from MDRC Re-
search” Thomas Brock, David Butler, and David Long, MDRC, September 1993, p. 3.
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gram that provides paid work and access to education, training and other services
shows positive placement and wage rates for recipients with significant and multiple
barriers to employment.2! Transitional jobs programs are costly, however, and not
appropriate for everyone and so cannot be implemented on the scale that would be
needed to meet the Administration’s proposed requirements.

Drawing from this research, we do not recommend a single model for all states,
but rather that states should continue to have flexibility in structuring their pro-
grams; it is appropriate for a participation rate structure to encourage states to in-
crease engagement, but not for the federal government to mandate the specific
strategies that states must use.

Finally, it seems clear that greatly increasing numbers of participants and num-
bers of hours of participation will result in increased program costs and increased
child care costs. Yet the Administration has proposed continuing TANF funding at
FY 01 levels and continuing child care funding at FY 02 levels. The fact that a pro-
posal would cost money is not, in itself, an argument against the proposal, but it
is an argument for ensuring that the costs are estimated and adequately addressed.
In FY 01, TANF spending by states exceeded the amount of state basic block grants,
and it is unclear what states would be expected to cut in order to address the pro-
gram costs. And, with fixed child care funding, states would face the specter of cut-
ting child care funding for low-earning working families outside the welfare system
in order to meet the new requirements.

Time Limits

The 1996 law imposed restrictions on the use of federal TANF funds for the provi-
sion of assistance to families. Generally, the law provided that states could not use
federal TANF funds to provide assistance to a family that includes an adult for
more than sixty months, with states allowed exceptions for up to 20% of their cases.
Since the law’s restrictions applied to use of federal TANF funds, states were al-
lowed flexibility to determine whether to impose time limits when assistance was
provided with state funds.

As with other aspects of TANF design, states have taken a wide range of ap-
proaches in their time limits policies. Twenty states elected to establish time limits
shorter than five years, with seventeen of those states terminating assistance to all
family members when the time limit was reached. Most states elected to establish
five-year time limits, though they vary in their exceptions to time limits and in
whether assistance is terminated to all or some family members when the time limit
is reached. Two states (Michigan and Vermont) elected not to impose a time limit.
They are entitled to do so under the TANF structure, because the federal time limit
is a restriction on the use of federal funds, and states are ultimately free to deter-
mine their own approach when using state funds.

To date, there is very little information about families reaching federal time lim-
its, because states first began to reach the 60-month limit in 2001, and some states
will not do so until July of 2002. There is no federal administrative data currently
available about the number of families whose cases have closed due to time limits.
The best available information about the number of families who have lost assist-
ance due to time limits comes from an Associated Press survey which reported that
as of Spring of 2001, about 125,000 families had assistance terminated and roughly
another 29,800 families had their assistance reduced due to time limits, though the
numbers are likely to have grown significantly since that time.

One of the most striking findings from states that have elected shorter time limits
is that a significant share of those terminated due to time limits are often low-earn-
ing working families. In part, this occurs because in implementing TANF, most
states liberalized “earnings disregards” rules, i.e., so that assistance was not re-
duced on a dollar-for-dollar basis as families entered employment. One virtue of
these earnings disregards policies is that they allow states to provide ongoing help
to families working in very low-wage jobs. But, as a consequence, these families be-
come more likely to receive enough months of assistance to reach state time limits.
In a number of states that implemented time limits shorter than five years, from
40% to 87% of all families whose benefits were terminated as a result of time limits
were employed, though often with very low earnings, at the time they were termi-
nated.22 Compared with other TANF leavers, time limit leaver families were likely

21“Effects of WorkFirst Activities on Employment and Earnings, Marieka Klawitter, Evans
School of Public Affairs, University of Washington, September 2001, p. 4-5, http://www.wa.gov/
WORKFIRST/about/studyActiv.pdf

22Mark Greenberg, “Time Limits and Those Still Receiving Assistance: Background and
Issues for Reauthorization,” presentation to Senate Finance Committee Forum Series, 