
by Karin Martinson and Julie Strawn

Revised April 2003

Built

Last

toBuilt

Last
Why Skills Matter
for Long-Run
Success in 
Welfare Reform

CENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICY

CENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICY

1015 15th Street, NW, Suite 400
Washington, DC 20005

202.906.8000 main   
202.842.2885 fax

www.clasp.org



Why Skills Matter for Long-Run
Success in Welfare Reform

toBuilt

Last

by Karin Martinson and Julie Strawn

Revised April 2003

CENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICYCENTER FOR LAW AND SOCIAL POLICY



ii Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform

Acknowledgments

The authors would like to thank those whose financial support made this report

possible: The National Institute for Literacy, the Charles Stewart Mott

Foundation, the Ford Foundation, the George Gund Foundation, the MacArthur

Foundation, the Moriah Fund, the Joyce Foundation, the Public Welfare

Foundation, the Open Society Institute, the Packard Foundation, and an anony-

mous donor. We would also like to thank Gayle Hamilton and David Butler of

the Manpower Demonstration Research Corporation for their help in interpreting

the NEWWS data. Garrett Murphy of the National Adult Education Professional

Development Consortium (NAEPDC) and Mark Greenberg of the Center for Law

and Social Policy reviewed drafts and provided helpful comments.

Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform was funded

in part under contract ED-02-PO-1535 between the National Institute for

Literacy and NAEPDC. Any opinions, findings, conclusions, or recommendations

expressed in this publication are those of the authors and do not necessarily

reflect the views of the organizations or agencies that provided funding for this

report. The contents of this publication do not necessarily reflect the views or

policies of the Institute or any agency of the U.S. government.

About the Authors

Karin Martinson is a consultant based in Washington, D.C. She has a wide range

of experience as both a researcher and a policy analyst on many issues related to

low-income families, including welfare reform, employment and training pro-

grams, and program operations and service delivery.

Julie Strawn is a Senior Policy Analyst who works on workforce development

and welfare reform issues with the Center for Law and Social Policy. She focuses

in particular on job advancement and access to postsecondary education for low-

income adults.

Copyright © April 2003 by the Center for Law and Social Policy, the National

Institute for Literacy, and the National Adult Education Professional

Development Consortium. All rights reserved.



Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform iii

Table of Contents

Executive Summary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

1. Welfare Recipients, Skills, and Employment . . . . . . . . . . 5

2. Which Welfare-to-Work Strategies Work Best?. . . . . . . . 11

3. When Does Education and Training Pay Off? . . . . . . . . . . 17

4. Implications for Federal, State and 

Local TANF Policies . . . . . . . . . . . . . . . . . . . . . . . . . . 23

Endnotes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27



iv Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform



Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform 1

Federal welfare funding, through the Temporary Assistance for Needy Families

(TANF) block grant, gives states unprecedented flexibility to help low-income

parents move into employment. While states are generally given broad authority

to craft their own approaches for meeting the goals of the legislation, the law dis-

courages states from allowing welfare recipients to participate in education and

training programs. Specifically, the law limits the extent to which education activ-

ities count toward federal work participation requirements, effectively restricting

full-time education and training to 12 months and capping it at no more than 30

percent of TANF participants. 

These TANF restrictions on education and training are at odds with recent

research findings: 

" Skills are strongly linked to success in the labor mar-

ket. Basic skills and educational credentials matter generally for success
in the labor market, and welfare recipients often have low skills that hin-
der their efforts to find and keep employment and earn enough to sup-
port their families.

" The most successful welfare-to-work programs

include education and training as well as other servic-

es. Research unequivocally shows that the most successful welfare-to-
work programs focus on employment but make substantial use of educa-
tion and training as well as job search and other employment services.
Focusing on just job search or basic education is not nearly as success-
ful, especially over the long term.

" Job training and postsecondary education can lead to

higher earnings in the long run. Helping low-income parents
increase their skills through job training and other postsecondary educa-
tion pays off in the labor market. Even those with lower skills can bene-
fit from job training, if adult basic education programs provide a sub-
stantial number of weekly instructional hours, close attention is paid to
quality, and basic education is linked to job training and to employment.

Executive Summary



Moving through basic education and job training can take a substantial
amount of time—more than a year on average—yet pays off much more
than basic education alone.

Federal TANF Policies

As Congress considers legislation in 2003 to reauthorize the TANF block grant,

the decisions it makes concerning access to education and training are likely to

have a profound impact on the long-term success of welfare reform. Some impor-

tant steps can be taken to increase access to and successful participation in high-

quality education and training:

" Ease some of the current restrictions on counting edu-

cation and training participation toward federal work

requirements. States cannot achieve successful, long-term employ-
ment outcomes if they are discouraged from allowing TANF recipients to
upgrade skills as part of a comprehensive employment program. 

" Allow sufficient time for welfare recipients to move

through both adult basic education and job training

to obtain occupational certificates. While it can take longer
on average to complete both basic education and training than the cur-
rent 12 months that such activities count toward TANF work rates, it is
a worthwhile investment. The economic payoff is much larger than basic
education or job search activities alone. 

" Make it easier to balance work, family, and school by

keeping the overall required hours of participation at

a reasonable level. The U.S. Department of Education finds that
the more hours postsecondary students work, the larger the negative
impact on their grades and ability to stay in school. 

" Offer incentives to states to provide support services

and work-study positions to low-income parents who

are students. States should be encouraged to provide services and
job opportunities through TANF that better enable low-income workers
to balance work, school, and family. Congress should also examine in its
reauthorization of the Higher Education Act how federal financial aid
policies can better support low-income workers in school. 
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" Encourage states to provide job retention and

advancement services, and provide federal grants to

build training program capacity in partnership with

employers. Employment retention and advancement should be part
of TANF’s goals, and federal grants should be given to spur the creation
of public-private partnerships that help unemployed and low-income
workers upgrade their skills, especially at the worksite and during work
hours. 

State and Local TANF Policies

States and localities can use the flexibility in TANF to improve access to and qual-

ity of employment-related basic education, English as a second language (ESL)

classes, and job training services not only for welfare recipients but for other 

low-income workers as well. States and localities can take the following steps:

" Establish clear links between basic education, ESL,

and job training. This can be done through funding and perform-
ance measure mechanisms that reward programs for facilitating transi-
tions and creating “bridge” programs that quickly prepare adults to enter
job training.

" Maintain a close connection between education and

training and employment. Education and training should be fol-
lowed quickly with strong job search and job development efforts.
Obtaining better quality jobs should be a key focus throughout educa-
tion, training, and job search services. 

" Provide intensive services and closely monitor

progress. Programs should offer a substantial amount of instruction
each week so that individuals can complete them quickly. Monitor
progress closely and reassess and possibly reassign those who are not
participating successfully.

" Establish training options for those with low skills.
Expand the capacity of programs to provide occupational training to
those with low basic skills and/or limited English who may not gain
access to existing programs. In particular, more programs are needed
that combine adult basic education and English language services with
occupational training.
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In general, basic skills and educational credentials are critical for labor market

success, particularly if individuals are to find higher quality jobs and experience

substantial earnings growth. While many welfare recipients have found jobs

under TANF, their annual earnings are typically low and grow modestly over

time, in large part because their low skill levels and lack of educational creden-

tials consign them to low-wage jobs. Further, those with low educational attain-

ment and low skills are more likely than other recipients to remain on welfare

and unemployed or to return to welfare after finding and then losing a job. 

" There is a strong demand for cognitive skills by employers, even in
entry-level jobs. In contrast, many welfare recipients lack both the
skills and credentials needed for success in the labor market.

Many jobs in today’s labor market require a certain level of skills, credentials, or

both. A survey of over 3,000 employers about entry-level jobs available to work-

ers without a college degree found that most jobs require the performance of one

or more cognitive tasks, such as reading and writing paragraphs, dealing with

customers, doing arithmetic, and using computers.1 Most employers in this study

required credentials, such as high school diplomas and general work experience,

and some also required previous job training. Another study found that those

with the skill levels of a typical high school dropout will qualify for just 10 per-

cent of all new jobs between 2000 and 2010, while those with the skill levels of a

typical high school graduate will qualify for only 22 percent of these new jobs.2

The skills that employers want stand in stark contrast to the actual skills and 

credentials of parents receiving welfare. Low basic skills are one of the most com-

Welfare Recipients,

Skills, and

Employment

1
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mon barriers to employment faced by welfare recipients.3 One national study

found that 60 percent of all welfare recipients, and 81 percent of recipients with-

out recent work experience, have low basic skills, compared to 30 percent of full-

time workers.4 Another national survey, conducted before TANF was enacted,

found that nearly two-thirds of welfare recipients scored in the bottom fourth of

all women their age on a basic skills test called the Armed Forces Qualifying

Test. Half of those parents—one-third of all welfare recipients—had basic skills

lower than 90 percent of other women their age.5

The educational attainment of mothers on cash assistance also remains well

below average. Government data indicate that 45 percent of the mothers who

received TANF in 1999 had completed high school or received a GED.6 In com-

parison, 87 percent of all American women 18 to 54 years of age had completed

high school or received a GED.7 In addition, some of those welfare recipients

with a high school diploma have low basic skills despite their credential. A

national study found that welfare recipients have substantially lower skills than

other adults with the same level of formal education.8

" Not surprisingly, given their low skills and educational levels, welfare
recipients generally fare poorly in the labor market. Many who have
left welfare are working at low-wage jobs with limited benefits.

While many welfare recipients left welfare for work under the 1996 welfare law,

most of these individuals are not faring well in the labor market. One study with

a nationally representative sample found that those who left TANF for work in

1999 had a median wage of $7.15 per hour.9 Moreover, individuals who leave

welfare for work are unlikely to receive employer-provided health care coverage

or paid sick or vacation leave. In the same study, only about one-third of employ-

ers offered health insurance. About 52 percent of those who left welfare in 1999

had incomes below the poverty level. Many of these individuals are poor because

their hourly wages are low and because they are not working full-time and year-

round.10 Studies from individual states have reached similar findings.11

A closer examination of the jobs held by current and former welfare recipients

makes it clear why their earnings are so low. One study analyzed the type of

employment obtained by individuals who left welfare for work from 1995 to

1997. More than 40 percent of the jobs were in service occupations and 17 per-

cent were in administrative or clerical positions, traditionally low-paying fields

that require only minimal skills. While wages are generally higher in managerial,

professional, or machine operator fields, fewer than one-quarter of TANF recipi-

ents managed to find jobs in these better paying occupations.12
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For some recipients, a lack of credentials and low basic skills contribute to

chronic unemployment. Several studies have shown that individuals with high

school diplomas are more likely to leave TANF for work,13 while those with the

lowest skills have the least connection to the labor market. One pre-TANF study

found that women with extremely low basic skills (lower than 90 percent of

women their age) were more likely to be disconnected entirely from the work-

force. Forty-four percent of women with extremely low basic skills had not

worked for most of the two-year period studied, compared with just 15 percent

of those with moderately low skills. In contrast, less than 10 percent of higher

skilled women were out of the labor market that long.14

" Welfare recipients experience little wage growth over time. Wage
growth is restricted because those with low skills face limited oppor-
tunities for upward mobility.

Research conducted prior to TANF found that parents receiving welfare who

enter employment experience high rates of job loss with little wage growth.

Earnings grow, but this growth is due principally to working more hours or

weeks in a year rather than to earning significantly higher wages.15 Recent stud-

ies of individuals who leave welfare provide little information concerning

employment retention and advancement; the studies with some longitudinal data

typically suggest some earnings growth over time, but median earnings for adults

who have left assistance remain very low—about $10,000 annually.16 A national

study that tracked young women for 10 years after leaving welfare sheds some

light on prospects for long-term earnings growth—it found that while earnings

increased significantly in the first five years, they plateaued after that, averaging

only about $13,000 in the tenth year after leaving welfare.17

Many former welfare recipients and other low-wage workers do move up the job

ladder, but education credentials and skills, rather than experience, are increas-

ingly the most important determinant of wages.18 One national study of young

welfare recipients found that each year of schooling beyond high school

increased wages by about 7 percent; other studies find a similar link between

postsecondary education and wages.19 Overall, the more education a woman

acquires, the more she earns: 1999 Census data show women with an associate

degree earn more than twice as much as those without a high school diploma

(about $24,000 annually compared to about $11,000) and 37 percent more than

those with only a high school diploma (who earn about $17,000).20 And since

the late 1970s, workers without a college degree have had fewer opportunities

for wage increases than those with a degree.21 A recent national study found that,



among women who stay with the same employer, those without a high school

diploma see annual wage increases of less than 1 percent (0.7 percent); those

with a high school diploma about twice that (1.4 percent); while the wages of

those with a college degree grow at five times the rate of those without a high

school diploma (3.6 percent annually).22

Higher basic skills are also linked to higher wages over time. One pre-TANF

study found that those with basic skills test scores in the top three-fourths of all

scores earned about 8 percent more per hour in the fourth and fifth years after

leaving TANF than those with scores in the bottom fourth.23 Other studies find a

similar link between skills and wage growth.24 Few studies specifically address

whether welfare recipients with low skills and limited education have difficulty

advancing in the job market based on work experience alone. Preliminary evi-

dence suggests, however, that while many low-wage workers advance in the

labor market, the ones who remain in jobs with little or no earnings growth for

long periods of time tend to be less educated and disproportionately female, fea-

tures shared by the welfare population as a whole.25

The limited occupational mobility of low-skilled women may partly reflect the

types of jobs these women hold.26 Occupations offering workers without some

college education the greatest wage potential, such as machinist, equipment

repairer, and truck driver, tend to be held by men.27 While sales and administra-

tive/clerical jobs can be better paying for those who work their way up to super-

visory positions, only a small portion of these jobs are supervisory—so few can

expect to attain such positions. In general, unless low-educated females work in

nontraditional jobs or pursue postsecondary education and training, their

upward mobility is quite limited.28

Research also suggests that welfare recipients have stronger earnings potential if

they start at jobs with higher wages.29 In one pre-TANF study, the average wages

of former welfare recipients in the top fourth of the wage distribution grew sig-

nificantly over five years, even after controlling for skills, education credentials,

work history, type of jobs, and personal factors. By contrast, the average wages of

those in the bottom fourth did not increase at all.30 Other studies have found that

recipients with higher wages initially were more likely to stay employed and

work more over a five-year period.31 However, one study looking at lower skilled

workers more generally did not find lower rates of wage growth at the bottom of

the wage distribution.32
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" Three at-risk groups—those individuals who remain on welfare and
unemployed, those who leave TANF without finding work, and those
who leave TANF but return to the rolls—have low education and skill
levels.

Because caseloads have declined dramatically since the enactment of TANF, con-

cerns have been raised that the group still receiving welfare may be more disad-

vantaged and face more difficult challenges in moving to work. When several

studies found few differences between those remaining on the rolls after TANF as

compared to those on the rolls before the law took effect,33 some concluded that

more disadvantaged families, with low education and skill levels, are finding jobs

at the same rate as those with higher skill levels.

A closer look at the data, however, shows that focusing only on the characteris-

tics of those receiving welfare masks the troubling experiences of those with low

education and skill levels. There are two reasons for this. First, primarily because

of increased earned income disregards under TANF, which allow more individu-

als to combine welfare payments and job earnings, some of the more educated

and skilled individuals stay on welfare when they are working.34 Several studies

have found that those on welfare and working are similar to women who are off

welfare and working.35 Second, some families with more severe barriers are

unable to meet work requirements and comply with other rules and mandates

and are sanctioned off the rolls.36 This means some disadvantaged families are

leaving the rolls without finding employment.

What is more important to look at, then, is who is working or not, regardless of

welfare status. Individuals who are struggling to enter and stay in the workforce

are concentrated in three groups:

" On TANF and not working. Those families who remain on the
rolls and are not working have predominantly low education and skill
levels. Several studies have found that TANF recipients who are not
working have significantly lower education levels than those who are
working—even though both are on welfare.37 For example, one study of
welfare recipients in Michigan found that among those on welfare and
not working, 46 percent did not have a high school diploma, compared
to 32 percent of those on welfare and working. Thirty-three percent had
low skill levels, compared to 14 percent of those on welfare and work-
ing.38
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" Off TANF and not working. Due to sanctions and other reasons,
not all families who leave TANF are working—and this group also has
low education and skill levels. For example, one study in Illinois found
that 66 percent of those who left welfare with a job had a high school
diploma, while only 52 percent of those who left TANF without a job
had one.39 Several other studies have found that individuals who leave
welfare without finding employment face many of the same barriers as
those who remain on TANF and are not working, including low educa-
tion and skill levels.40

" Returning former recipients. A third group is welfare recipients
who find employment initially, but then lose their jobs and return to
welfare. Studies have consistently found that about one-fifth of those
who leave TANF return to cash assistance.41 The group returning to wel-
fare appears to be a particularly disadvantaged group, with low educa-
tion levels, while those with higher education levels are more likely to
stay employed. For example, in one national study of those who left wel-
fare and returned, 38 percent had less than a high school education com-
pared to 27 percent of those who were working and off TANF.42

There are also early warning signs that individuals leaving welfare more recently

may find it more difficult to succeed in the labor market than those who left ear-

lier. A study in Wisconsin, one of the first states to implement welfare reform,

finds that a cohort who left welfare during 1997 had lower earnings than those

who left in 1995, an outcome attributed to the lower education levels of this sec-

ond group.43

Overall, basic skills and credentials are critical for employment and particularly

for advancing to higher paying jobs. There are also indications that individuals

who are not working (both on and off TANF) and those who return to the wel-

fare rolls will face difficulties finding lasting employment, in large part due to

their low education and skill levels. Because welfare recipients have low skills, if

they are to find jobs, move to better jobs, and move out of poverty, strategies to

upgrade basic and job skills will be required. 
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The previous chapter highlights the importance of increasing skills and educa-

tional attainment if welfare recipients are to ultimately succeed in the labor mar-

ket. Employment services for welfare recipients have been evaluated extensively

using random-assignment methodology,44 and these studies provide important

lessons on how to most effectively provide these services.

" The most successful welfare-to-work programs—those that increased
employment and earnings on a sustained basis—are those that provide
a range of services, including job search but also education and train-
ing. Recipients typically participated in just one activity at a time.

Evaluations of numerous welfare-to-work programs have consistently shown that

a “mixed strategy”—one that provides education and training as part of a pro-

gram whose central focus is employment—has been the most effective in increas-

ing employment and earnings, reducing welfare receipt, and sustaining that suc-

cess over time.45 The latest and most comprehensive evaluation in this area is the

National Evaluation of Welfare-to-Work Strategies (NEWWS), which studied 11

sites in the mid-to-late 1990s using a random-assignment research design.46

One of the sites in the NEWWS evaluation—Portland, Oregon—produced

employment and earnings impacts that are among the largest ever seen in wel-

fare-to-work programs. As discussed below, the program focused on employment,

especially in higher paying jobs with benefits, and provided a range of services

that included education and training. The first activity varied for each individual

depending on her circumstances, and recipients generally only participated in

one activity at a time. 

Which Welfare-to-

Work Strategies

Work Best?

2



The program resulted in a 21 percent increase in employment, a 25 percent

increase in earnings, and a 22 percent reduction in the time spent on welfare

compared to control group members.47 These impacts far surpassed the other

NEWWS sites as well as results from other evaluations, for both high school

graduates and non-graduates. The Portland program also resulted in the largest

improvements in job quality—program enrollees experienced a 13 percent

increase in hourly wages and a 19 percent increase in employer-provided health

insurance—and was one of only four sites in NEWWS that had any impacts in

this area.48 Finally, it was also one of the few sites in the evaluation that increased

employment stability, with a 14 percent increase in the proportion employed in

all four quarters of the last year of the study.49

Other evaluations have shown that programs that provide a range of services—

primarily education, training, and job search—produce the best results. Most

notably, the Riverside, California, GAIN program, which operated in the late

1980s, had a strong employment focus but also allowed participation in educa-

tion activities (60 percent participated in education or training) and produced

impacts similar to Portland.50 In addition, both the San Diego SWIM program

and the Baltimore Options program, which also operated in the 1980s, produced

substantial earnings impacts through job search as well as education and train-

ing.51 Except for the San Diego SWIM program, these mixed-service programs

have made either limited or no use of unpaid work experience or community

service activities (where individuals work in unpaid public or non-profit posi-

tions in exchange for their cash grant). 

" The Portland program substantially increased participation in educa-
tion and training programs—particularly job training and other post-
secondary activities—and strongly emphasized job quality while main-
taining a clear employment focus.

What made the Portland program so effective? Several features of the Portland

program appear to have contributed to its impressive outcomes. 

Program activities included education, training, life skills,

and job search. In Portland, those who were most work-ready received help

in finding good jobs—ones that paid more than minimum wage, had benefits,

and were full-time—while those with less education and work experience typi-

cally participated in life skills, education and training, and job search activities.52

Overall, the Portland program produced a 23 percent increase in the use of edu-

12 Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform
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cation and training compared to the control group. For those with a high school

diploma, the program primarily increased participation in postsecondary educa-

tion and training. Over half of this group attended a community, two-year, or

four-year college at some point in the five years after entering the program—a 66

percent increase as compared to a control group. For those without a high school

diploma, the program increased the use of both basic education and job training.

GED preparation classes were offered to those who staff thought had a good

chance of attaining a GED certificate relatively quickly, and, as discussed below,

some of these individuals went on to additional education and training programs

after receiving their GEDs. It should be noted that while education and training

were common activities, job search was also used extensively—the program

resulted in an 84 percent increase in participation in this activity. Overall, the

program was very balanced in its use of job search and education and training—

over five years of follow-up in Portland, 68 percent participated in education or

training and a similar share (65 percent) participated in job search.53

Tailored Services. The program did not use a “one-size-fits-all” approach

but rather tailored services to individual needs and circumstances. While some

enrollees attended job search activities (as in other typical job search-focused

programs), others were initially assigned to education or training. Subsequent

activities were also individually tailored, although those who completed the life

skills program were most likely to participate in education and training; job

search was common for those who completed education and training. Further,

there was no standard hourly participation requirement; while staff worked

intensively with recipients to help them participate as much as possible, expecta-

tions for hourly participation were tailored to each individual.54

Emphasis on Job Quality. There was a strong emphasis on finding high-

quality jobs. In a departure from other typical job search-focused programs, job

search participants in Portland were counseled to wait for a good job, as opposed

to taking the first job offered. Education and training was also encouraged as a

means of enhancing employability—specifically as a means of obtaining jobs

with higher wages and benefits. The focus on job quality was reflected in pro-

gram performance standards that encouraged staff to promote higher paying jobs.

The performance standards included a target for the average placement wage,

which was always much higher than the state minimum wage (for example, in

1994, Oregon’s minimum wage was $4.75 per hour and the placement wage tar-

get was $6.00 per hour).55



" The Portland program performed better than programs primarily
focused on job search—impacts were larger and longer-lasting, persist-
ing even five years later.

Mixed-service programs that include education and training have consistently

outperformed job search-focused programs, which primarily provide job search

assistance. The recent NEWWS evaluation included several sites that focused

exclusively on employment and,

unlike the Portland program,

did not provide a mix of servic-

es. These job search-focused

programs increased employment

and earnings and reduced wel-

fare payments, but by substan-

tially less than the Portland pro-

gram. Earnings gains in job

search-focused programs evalu-

ated ranged from 8 to 17 per-

cent ($1,500 to $2,500), and the

reduction in months on welfare

ranged from 8 to 14 percent.56

(Portland participants experi-

enced a 25 percent increase in

earnings and a 22 percent

reduction in the time spent on

welfare.) (See Figure 1.)

Another striking difference

between Portland and the job

search-focused programs in the

NEWWS evaluation is that

Portland continued to produce unusually large earnings impacts in the fourth

and fifth years of follow-up, while impacts in most of the job search-focused sites

in the NEWWS evaluation disappeared over the long run.57 This is because job

search-focused programs achieve their results by helping people work more,

rather than by helping them prepare for better jobs or helping them keep jobs

longer. Consequently, the impact of these programs tends to be largest in the first

year or two and then diminish over time, as many program members lose the

jobs they find initially and do not earn more while employed. At the same time,

many of the welfare recipients assigned to the control group (which did not

14 Built to Last: Why Skills Matter for Long-Run Success in Welfare Reform
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FIGURE 1

Average Increase in Earnings Over Five Years
for Three Welfare-to-Work Strategies

Source: Hamilton, G., Freedman, S., Gennetian, L., Michalopoulos, C., Walter, J.,
Adams-Ciardullo, D., et al. (2001). How effective are different welfare-to-work
approaches? Five-year adult and child impacts for eleven programs. Washington,
DC: U.S. Department of Health and Human Services, Administration for Children
and Families and Office of the Assistant Secretary for Planning and Evaluation;
and U.S. Department of Education. Available at www.mdrc.org.
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receive program services) eventually found on their own the same kinds of jobs

as recipients enrolled in the program.58 In contrast, the initial investments in

education and training made in Portland appeared to pay off over time, as indi-

viduals found higher paying jobs and stayed employed. 

Past evaluations have shown a similar result, with mixed-service programs pro-

ducing longer lasting impacts than those that provided only job search assis-

tance.59 For example, the earnings impacts in the Baltimore Options program

also grew over time and did not diminish like many of the other programs evalu-

ated. This result was attributed to the fact that the program helped individuals

find higher paying jobs than they would have without its services.60 In addition,

Portland and other mixed-service programs have performed far better than pro-

grams offering primarily work experience—these programs have resulted in min-

imal gains in employment and earnings.61

" The Portland program performed better than programs that were pri-
marily focused on adult basic education (rather than job training or
postsecondary education).

Basic education—GED preparation programs, adult basic education programs for

those below an eighth grade level, and ESL programs—has been the most com-

mon activity in welfare-to-work programs that emphasizes skill development,

primarily because of the low skills of welfare recipients. Most of these basic 

education-focused welfare-to-work programs operated prior to the implementa-

tion of TANF when there was less of an overall focus on employment in these

programs. Basic education-focused programs that were evaluated before TANF

typically did not have strong links to employment or to job training. 

A review of welfare-to-work evaluations shows that earnings gains from these

basic education-focused programs have been limited, with few performing better

than mixed-service or job search-focused interventions.62 For example, in the

NEWWS evaluation, effects were smaller for the basic education-focused pro-

grams than for the job search-focused programs, with earnings gains in the basic

education programs ranging from about 4 to 13 percent ($800 to $2,000) and

reductions in the time spent on welfare ranging from 4 to 14 percent. In addi-

tion, the basic education-focused programs did not improve job quality and were

more expensive to operate. And, as with most job-search focused programs, their

impacts disappeared over the long run.63

Evaluations of basic education-focused welfare-to-work programs show that they

did increase the number of welfare recipients who got an education credential (in



most cases a GED, but some high school diplomas as well).64 However, a majori-

ty of basic education participants did not earn a GED. In addition, few of the

programs evaluated increased education test scores. Just two of 12 sites that

measured education gains for program enrollees found impacts on test scores.65

The Portland program, which produced substantially larger employment and earn-

ings impacts than basic education-focused programs, also increased participation

in basic education and receipt of GEDs for high school non-graduates. However,

basic education services in Portland were provided intensively within a program

that emphasized employment and job quality. Importantly, as discussed in the

next chapter, individuals in basic education often participated in other services

before or after, particularly job training, life skills, and job search activities.
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There is a growing body of evidence pointing to the importance of job training

and other postsecondary education in producing earnings gains and improving

job quality for welfare recipients. Even those without high school diplomas can

benefit if basic education is closely linked to job training.

" Job training and other postsecondary education can produce substan-
tial employment and earnings gains, even for those with lower skills, if
basic education and training are closely linked. 

The mixed-strategy program in Portland, which dramatically increased earnings

and job quality, increased the proportion of non-graduates who obtained a high

school diploma or GED and a second education or training credential (usually a

trade license or certificate)—a result no other evaluated program has achieved.

While the other education-focused sites in NEWWS did produce impacts on the

receipt of GEDs or high school diplomas for non-graduates, none had an impact

on receiving a trade license or certificate or on receiving a GED and another cre-

dential. None of the job search-focused programs had impacts on the receipt of

any credential.66 In addition, the three NEWWS sites that most increased hourly

pay for non-graduates after two years of follow-up—Portland as well as

Columbus, Ohio, and Detroit, Michigan—also boosted participation in job train-

ing or other postsecondary services for this group.67

The NEWWS evaluation also showed significant economic returns of job training

or other postsecondary education for those without a high school diploma in a

study of outcomes in three sites other than Portland.68 This non-experimental

analysis of the NEWWS data found that non-graduates in basic education activi-

ties had substantially larger increases in longer term earnings and self-sufficiency

When Does
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Training Pay Off?
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if they also participated in job training or other postsecondary programs. Those

who participated in basic education and then went on to participate in job train-

ing had an additional $1,542 (or 47 percent) in earnings in the third year of 

follow-up compared to those who participated only in basic education (see

Figure 2).69

Other studies have shown the benefits of job training when integrated with basic

education. The Minority Female Single Parent Demonstration (MFSP), which

operated in the 1980s, provided education, training, and support services to low-

income single mothers.

One program (the

Center for Employment

Training [CET]) allowed

women to enter job

training immediately,

regardless of their edu-

cational attainment, and

integrated remedial edu-

cation directly into this

training for specific

jobs. The other sites

used a more traditional,

sequential approach in

which women generally

were placed initially in

basic education and

entered job skills 

training only after they

attained certain academ-

ic skills. The study

found that the integrat-

ed program produced a

22 percent increase in earnings, while the other sites offering sequential services

had no or small effects. CET’s integrated basic education and job training servic-

es also increased hourly wages.70

While programs with a strong postsecondary education and training component

have generated positive results, an ongoing issue has been that few individuals

without high school diplomas gain access to these activities. For example, in the

three NEWWS evaluation sites showing large earnings gains from job training,
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only 15 percent of those who participated in basic education went on to this

activity. (Note, however, that this sub-study did not include Portland.)71 Low lev-

els of participation for this group appear to stem from several factors, including

ineffective linkages between basic education and training; training programs that

are not open to high school dropouts or people with low literacy levels, includ-

ing many welfare recipients; and work-first programs that discourage extended

participation in education and training. 

" Job training and other postsecondary education are also important for
high school graduates.

Welfare-to-work evaluations indicate that job training and other postsecondary

education can also pay off for high school graduates. As discussed above, the

Portland program produced the largest earnings impacts of all the NEWWS sites

for this subgroup and substantially increased high school graduates’ participation

in job training and other postsecondary education. Although the Portland pro-

gram did not have any effect on college degree receipt, it did have a positive

effect on the receipt of trade licenses or occupational certificates for this sub-

group.72 The education-focused program with the largest earnings impacts for

high school graduates in the NEWWS evaluation (Atlanta) saw a substantial

increase in job training participation and receipt of trade certificates for this

group.73 Finally, the Alameda County GAIN program in California, which operat-

ed in the 1980s and increased participation in job training by high school gradu-

ates, increased earnings by 12 percent—some of which was due to helping recipi-

ents find higher wage jobs.74

" Helping people increase their basic skills and/or obtain a GED also
pays off in the labor market but more modestly than job training and
other postsecondary education.

Non-experimental analysis from three sites in the NEWWS evaluation showed

that program participants also increased their earnings if they obtained a GED or

increased their basic skill levels. Receipt of a GED increased annual earnings in

the third year of follow-up by $771 (30 percent). The analysis showed the earn-

ings increase was due to having the credential itself, rather than any increase in

basic skills that occurred in the process. Increased reading skills resulted in a

smaller earnings gain of $354 (13 percent) in the same period. While these gains

are significant, they are considerably smaller than the $1,542 increase in earnings

that resulted when individuals went on to participate in job training after basic

education (see Figure 2).75



" For those with lower skills, it can take a substantial amount of time to
participate in both basic education and job training, yet that combina-
tion pays off much more than basic education alone.

The Portland program, which produced large impacts on receipt of educational

and occupational credentials for those without a high school diploma, had a rela-

tively short basic education component and encouraged individuals to go on to

job training, typically in community college certificate programs. The total length

of time needed to participate in both basic education and training at the college

was about a year.76

Similarly, in the three NEWWS evaluation sites that saw large financial gains for

those who participated in basic education and then went on to job training, the

average length of time spent in these programs was 12.7 months. This is likely a

significant underestimate of how long it typically took, as almost 30 percent were

still enrolled in job training at the end of the two-year follow-up period.77

Other research from the NEWWS evaluation shows that gains in reading skills

appeared to vary with the length of time spent in adult education programs.

Participants who stayed in adult education shorter than a year did not improve

reading skills measurably, whereas longer stays were associated with substantial

gains comparable to those achieved through regular high school attendance.

However, each month of basic education increased math scores during the first

six months of participation only. Similarly, each month of adult education

increased the likelihood of GED receipt during the first six months of participa-

tion but not thereafter.78 Other studies have consistently shown that individuals

who received a GED did so in a relatively short amount of time and were more

likely to have entered with relatively higher skills and education levels—meaning

they were probably very close to receiving the credential when they entered the

program.79

" The quality of basic education and training programs appears to be
critical to their effectiveness, as does maintaining a strong connection
to employment.

Clearly, education and training are essential components of a successful welfare-

to-work strategy that promotes not only initial employment but also long-term

earnings gains and improved job quality. Research indicates that while adding

skill-building activities to the mix of services improves impacts, it is critical that

programs pay close attention to program quality. For example, one of the few

programs to produce basic skills gains for welfare recipients (the San Diego
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GAIN program) made a concerted effort to create high-quality services: it devel-

oped an entirely new system of learning centers just for GAIN students, which

featured computerized instruction and specially trained staff; it provided off-cam-

pus locations; and it offered more hours of instruction per week than other regu-

lar basic education classes.80

Overall, drawing on the wide range of research that has been conducted, several

features of education and training programs are important:

" Employment focus. Provide education and training within the con-
text of a program whose central focus is employment. 

" Intensive services. Ensure that programs are intensive (offering a
substantial amount of instruction each week) and that individuals can
complete them in a reasonable amount of time if they attend regularly.

" Close monitoring of progress. Monitor progress closely to
ensure that individuals are attending regularly and that those who are
not are reassessed and possibly assigned to a different activity.

" Transitions from basic education to job training and

job search. Encourage transitions from basic education and ESL
instruction to job training and other postsecondary education. Follow
up training and education with strong job development and job search
efforts. 

" Job quality. Promote obtaining higher paying jobs with benefits as a
central goal throughout education, training, and job search services. 

" Training options for those with low skills. Increase the
capacity of programs to provide high-quality, intensive basic education
and ESL services with strong links to training so that more of those with
lower skills can access them and obtain occupational credentials. 

Other features of high-quality education and training programs include a well-

defined mission; specially targeted classes to students who are welfare recipients;

skilled, experienced teachers; an emphasis on staff development; varied instruc-

tional approaches; regular communication with welfare-to-work staff; and a high

degree of teacher-student and student-student interaction.81
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As we have described, the welfare-to-work programs that have been most suc-

cessful in helping parents work more and increase earnings over the long run are

those that include substantial access to education and training, together with

employment services. This is because skills and educational credentials are

strongly linked to success in the labor market generally and because welfare

recipients on average have low skills that hinder their efforts to earn enough to

support a family. Job training and other postsecondary activities appear to be par-

ticularly important in helping welfare recipients qualify for higher paying jobs. 

Yet both participation in and spending on education and training programs have

declined substantially under TANF. Just 1.5 percent of federal TANF funds were

spent on education and training in fiscal 2001, and only 5 percent of TANF recip-

ients participated in these activities in the same year.82 This curtailment in educa-

tion and training, prompted in part by the federal law’s disincentives to invest in

these services, is not supported by the research, which unequivocally shows the

benefits of a more balanced approach. 

Federal TANF Reauthorization

As Congress considers legislation to reauthorize the TANF block grant, the deci-

sions it makes concerning access to education and training are likely to have a

profound impact on the long-term success of welfare reform. Because education

and training services are key to job advancement not only for those receiving

welfare but also for other low-income parents, TANF reauthorization should

include provisions that encourage states and localities to serve both groups and

Implications for

Federal, State, 

and Local 

TANF Policies
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to provide a spectrum of services that people can access when they are working

and when they are unemployed. Toward this end, reauthorization should:

" Ease some of the current restrictions on counting edu-

cation and training participation toward federal work

requirements. There is clear evidence that providing a full range of
employment, education, and training services is the most effective wel-
fare-to-work strategy, and states should not be discouraged from provid-
ing any of these services. 

" Allow sufficient time for welfare recipients to move

through both basic education and job training to

obtain occupational certificates. The newest research shows
clearly that job training and other postsecondary education play a key
role in boosting recipients’ earnings. While it can take longer on average
to complete both basic education and training than the current 12
months that such activities count toward TANF work rates, it is a worth-
while investment. The economic payoff is much larger than basic educa-
tion or job search activities alone can provide. 

" Make it easier to balance work, family, and school by

keeping the overall required hours of weekly partici-

pation at a reasonable level. U.S. Department of Education
research finds that the more hours postsecondary students work, the
larger the negative impact on their grades and ability to stay in school.
More than half of students who worked full-time reported it hurt their
grades, as did a third of students who worked 16 to 20 hours. Given that
most students in this study did not have children, the effects of too
many work hours on educational outcomes for single parents could well
be worse.83

" Offer incentives to states to provide support services

and work-study positions to low-income parents who

are students. States should be encouraged to provide support servic-
es and job opportunities that better enable low-income workers to bal-
ance work, family, and school. It is also important to clarify that student
work-study is countable toward work rates. In addition, Congress
should examine in its reauthorization of the Higher Education Act how
federal financial aid policies can better support both unemployed parents
and low-wage workers in school.
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" Encourage states to provide job retention and advance-

ment services. Retention and advancement should be part of TANF’s
goals, and federal grants should be given to spur public-private partner-
ships that help low-income workers upgrade their skills at the worksite. 

" Provide federal grants and technical assistance to

build training program capacity in partnership with

employers. This is important particularly for those with low skills
and/or limited English so they can gain marketable occupational skills as
well as improve basic and language skills.

State and Local TANF Policies

Existing TANF law discourages states from investing in education and training.

Nevertheless, because falling caseloads have helped states meet federal work

rates, currently states still have considerable flexibility to allow education and

training and to structure services in ways that make training effective for partici-

pants and responsive to employer needs. In addition, TANF allows states to pro-

vide such education and training not only to welfare recipients but also to low-

income workers more generally. Steps that states and localities can take to ensure

high-quality education and training include:

" Establish clear links between basic education, ESL,

and job training. It is important to encourage transitions from basic
education, ESL, and GED programs to job training and other postsec-
ondary education. States can stress these transitions through funding
and performance measure mechanisms that reward programs for facili-
tating transitions and by funding the creation of “bridge” programs that
quickly prepare adults to enter job training.

" Maintain close connections between training and

employment. States should ensure that programs follow education
and training immediately with strong job search and job development
efforts and focus on job quality throughout education, training, and job
search efforts. 



" Provide intensive services and closely monitor

progress. States and localities should fund programs to offer a sub-
stantial amount of instruction each week so that individuals can com-
plete them in a reasonable amount of time if they attend regularly. They
should also reward programs for monitoring progress closely to ensure
that individuals are attending consistently and that those who are not are
reassessed and possibly reassigned to a different activity.

" Establish training options for those with low skills.
States and localities should seek to expand the capacity of programs to
provide occupational training to those with low basic skills and/or limit-
ed English who are unlikely to gain access to existing programs. In par-
ticular, more programs are needed that combine adult basic education
and English language services with occupational training.

" Develop strategies to make it easier for individuals 

to combine work and school. These strategies—including revis-
ing federal and state financial aid policies where necessary—include
making available to low-income adults a combination of supportive 
services, financial aid, career counseling, and work-study employment
opportunities. 
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