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Thank you for the opportunity to share the Center for Law and Social Policy’s (CLASP’s) views
regarding the ways that Temporary Assistance for Needy Families (TANF) and other human
services programs can more effectively connect low-income individuals with jobs. CLASP
advocates for public policies and programs that reduce poverty, improve the lives of poor people,
and create ladders to economic security for all, regardless of race, gender or geography. We
have extensive experience working on income and work support programs at both the federal and
state levels.

There is widespread agreement that TANF and other income support programs should not only
provide a safety net that alleviates hardship at moments of severe distress, but should also
connect low-income individuals with jobs and help them advance so that they can achieve
economic security for themselves and their families. This is the outcome desired by most parents
who are forced to turn to assistance, as well as by policymakers and society as a whole.

TANF is not an effective work program

TANF has largely failed to live up to the goal of engaging recipients of assistance in effective
work programs that lead to economic security. While the employment rates for single mothers
climbed from 57.3 percent in 1993 to 72.8 percent in 2000, this progress stalled and has since
lost ground, with single mothers’ employment rate falling to 67.5 percent in 2014." Most states
offer very little in the way of employment services to TANF recipients. States spent 6.8 percent
of their TANF and related state funds in 2014 on work activities, with 15 states spending less
than 5 percent.?

The work participation rate (WPR) is a flawed measure of state performance. However, it
provides some perspective on the types of activities that recipients are engaged in. In 2013, the
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most recent year for which data are available, 65 percent of work-eligible individuals in the WPR
participated in unsubsidized employment, most often jobs that people found on their own. Of
those counted toward the rate, 19 percent were counted based on participating in job search. Job
search is a reasonable first activity for many TANF recipients, most of whom desperately want to
work. However, far too many TANF programs do not have anything else in the way of a work
activity to offer, so recipients who don't find jobs just get sent through job search programs over
and over again, to little effect.® In 2013, less than 20 percent of individuals who are counted
toward the rate were engaged in education and training activities, and only 2.3 percent were
engaged in subsidized jobs.”

Figure 1. Employment Trajectories for Five Years after Exit
Stable employment (n=1,028) 21.6%
Stable unemployment (n=857)
Increasing employment (n=376)
Decreasing employment (n=539)
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Figure 2, Earnings Trajectories for Five Years after Exit
Continuous substantial earnings (n=337)
Continuous low earnings (n=1,120) 26.7%
Increasing earnings (n=394)
Decreasing earnings (n=233)
Unstable, positive ending (n=460)
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Source: Lisa Thiebaud Nicoli, Climbing the Ladder? Patterns in Employment and Earnings after Leaving
Welfare, October 2015.

Even among those who leave TANF with employment, having a job does not always translate to
sustaining enough earnings to meet a family’s needs. Maryland is one of the few states to have
consistently tracked outcomes for families leaving cash assistance over time. Researchers found
that less than 30 percent of clients achieved stable or increasing employment over a period of
five years after exiting the program, meaning that they either worked in three or four quarters
each year, or that they had a general pattern of increasing quarters of employment. Just 8 percent
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of clients earned enough to stay above the federal poverty threshold for a family of three for each
year after exit, while more than a quarter of leavers with any earnings never earned more than
$7,540 (20 hours per week at the minimum wage) in any year of the five-year follow-up period.®

In order for TANF recipients to have meaningful hopes of moving into stable employment that
will allow them to earn enough to lift themselves and their families out of poverty, they need
three things:

e Education and training services that provide access to employer-valued credentials;
e Meaningful connections to employment opportunities
e Assistance in retaining employment, particularly child care assistance.

Each of these topics is addressed in more detail below.

Education and training services that provide access to employer-valued
credentials

According to the latest administrative data, 56.4 percent of TANF adult recipients have attained a
high school education but no more, and 36 percent have not completed school up to 12" grade.®
However, the TANF work participation rate (WPR) calculation discourages states from engaging
recipients in education and training activities. Specifically, except during the one year for which
vocational education can be counted as a core activity, education and training is generally only
countable when combined with at least 20 hours per week of another core activity. Given the
unpredictably shifting hours of many low-wage jobs, it can be difficult for recipients to combine
education and training with employment, and many are simply denied the opportunity to meet
any of their participation requirements through education. Many states discourage local TANF
offices7 or contractors from assigning recipients to activities that cannot be counted toward the
WPR.

In the face of an economy that increasingly requires a post-secondary credential for all but the
lowest-paying jobs, this policy makes it harder for welfare recipients to escape poverty. The
reality is that the most effective path to employment is often through education.

A recent synthesis of the literature on what works in employment and training is unequivocal: “A
post-secondary education, particularly a degree or industry-recognized credential related to jobs
in demand, is the most important determinant of differences in workers’ lifetime earnings and
incomes.”® The median earnings for a worker with less than a high school degree is $19,954 and
for a worker with a high school degree is $27,868, compared to earnings of $33,988 for workers
with some college credits or an associate’s degree, and $50,515 for workers with a bachelor’s
degree.? Workers with more education earn more money and, as shown in the graph below, are
more likely to be employed, regardless of economic conditions.
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Quarterly Unemployment Rates of Adults Age 25 and Older by
Educational Attainment (2007-2015)
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Source: Quarterly unemployment data published by the Bureau of Labor Statistics.

Moreover, when TANF recipients have access to education and training that leads to degrees or
certificates, they are more likely to be employed and to have higher earnings. The following
graph shows the effects of different types of education on the employment of TANF recipients in
Colorado. In this case, the strongest impacts on employment were for people who got two year
technical degrees, such as in nursing. It is important to note that individuals who attended
college but did not achieve a credential of any sort did not see any impacts on employment. This
suggests that TANF policies which require students to combine education with 20 hours of work
may be counterproductive if they lead to students leaving school without a credential.

While TANF recipients can succeed in education and training, they may need additional supports
to do so. The review of what works in training found that lower-skilled individuals and those
with multiple barriers to employment benefit from coordinated strategies across systems, and
flexible, innovative training strategies that integrate the education, training, and support services
they need to prepare for and succeed in the workplace.™ Training institutions, especially
community colleges, are developing new ways to structure and deliver training. Some of these
approaches include providing options for accelerating coursework; integrating work-based and
classroom-based instruction; and linking courses and requirements in ways that accumulate skills
along a specific career pathway, facilitate the persistence and completion of programs, and lead
to industry-recognized credentials and jobs.
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Impacts of College Credits and Credentials on Employment

5504 of Colorado TANF Recipients
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Notes: See Table 2 in Turner (forthcoming) for specification and sample. ** Estimate is statistically significant at the 1% level; + estimate is
statistically significant at the 10% level.

Source: Lesley J. Turner, The Returns to Higher Education for Marginal Students: Evidence from
Colorado Welfare Recipients, September 2015.

WIOA-TANF Partnership

The 2014 enactment of the Workforce Innovation and Opportunity Act (WIOA) creates a
significant opportunity for states to rethink their employment services for TANF recipients.
Under WIOA, TANF programs are made mandatory partners in the WIOA one-stop career
system, unless governors choose to opt TANF out. WIOA also requires state and local unified
planning, which has the potential to align policies and funding streams to support comprehensive
and integrated services that help low-skilled and low-income people—including disconnected
youth, welfare recipients, formerly incarcerated individuals, and others with unique barriers to
employment—get the education, training, employment services, and support services they need
to enter and advance in the workforce.™* For example, the New York State draft combined plan
for WIOA highlights the importance of education for workforce success and notes that “many
businesses will not consider a job applicant, even for the lowest-level positions, unless they have
a high school degree.”*?

Another key element of WIOA is that localities must give priority of service to “public benefits
recipients, other low-income individuals, and individuals who are basic skills deficient” when
providing career and training services using WIOA Title | Adult funds. This priority is needed;
in Program Year 2013, under the Workforce Investment Act of 1998 (WIA), only 48 percent of
those receiving intensive or training services were low-income, including only 27.5 percent who
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were receiving any form of public assistance benefits, and only 3.8 percent who were recipients
of cash assistance under TANF. "

Finally, WIOA expanded eligibility for “youth” programs to young adults up to the age of 24,
and requires that the majority of funds be used for out of school youth. This presents another
opportunity for partnerships with human services programs, as nearly one-third of TANF
recipients who are work-eligible are young adults under the age of 24.*

While WIOA presents real opportunities for providing TANF recipients with access to job-
driven training leading to employer-valued credentials, it does not guarantee change. In
particular, many states continue to report challenges in aligning TANF and the work
participation rate requirements with the outcome-focused approach under WIOA. We urge
Congress to consider allowing WIOA activities to count toward the TANF work participation
rate, in addition to generally providing more flexibility for education and training.

Meaningful connections to employment opportunities

One of the key roles that employment programs can play is helping participants get their foot in
the door of jobs for which they might not otherwise be hired. Subsidized employment can be a
valuable tool in helping workers with significant disadvantages get hired, such as individuals
with previous convictions or histories of substance abuse, youth with little labor market history,
and those who have been unemployed for long periods. These programs often include education
and training, and additional support services such as mentoring, life skills courses, or mental
health services to support participation and promote long-term employability.*

Under the TANF Emergency Fund, 39 states, the District of Columbia, Puerto Rico, the Virgin
Islands, and eight Tribal TANF programs received approval to use $1.3 billion from the fund to
create new subsidized employment programs or expand existing ones. A key feature of the
TANF EF was its flexibility: states decided how best to use the funds to serve families in need,
such as how best to structure their subsidized employment programs. Subsidized employment for
youth and parents remains an allowable use of TANF funds, as well as a countable work activity
for recipients of cash assistance. WIOA also allows states to use up to 10 percent of Title I Adult
and Dislocated Workers funds for transitional jobs. But funding under both these programs is
extremely limited compared to the number of workers who could potentially benefit, and
Congress should consider expanding targeted funding for such programs.

One existing mechanism that is supposed to promote employment of disadvantaged populations
is the Work Opportunity Tax Credit (WOTC). The WOTC allows for-profit employers to claim
a credit against their federal income tax liabilities for hiring members of certain eligible groups,
specified in federal law. For members of most of these groups, the maximum credit is 40 percent
of the first $6,000 in wages paid during the worker’s first year of employment, or $2,400.
However, studies have found that the WOTC has little effect on hiring choices or retention. In
fact, the overwhelming majority of subsidies are claimed by employers in high turnover
occupations, including temporary employment agencies, for people whom they were going to
employ anyway.'® The WOTC currently costs the federal government $420 million a year in
foregone revenue.'” These funds could be far more effectively invested in promoting
employment of disadvantaged workers through an expanded and targeted subsidized
employment program.
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More substantial funding for subsidized employment could have significant effects on poverty.
An analysis conducted by the Urban Institute of a prospective subsidized employment program
that would offer a full-time minimum wage job to all working-age adults found that this policy
alone could reduce poverty rates by 9 to 17 percent, depending on the assumptions about how
many eligible workers would take up the offer."® This policy would have even higher anti-
poverty effects if it were to be combined with other policies that have been proposed repeatedly
in both federal and state legislatures, including a raise in the minimum wage and an improved
Earned Income Tax Credit.

Assistance in retaining employment, particularly with child care assistance

Finding a job is only the first step towards economic security. Many workers find it relatively
easy to get hired, but much more difficult to stay employed on a consistent basis. Job loss can be
due to challenges faced by the workers, such as unreliable child care or transportation and family
crises, or due to the nature of low-wage jobs, many of which now use “just-in-time scheduling”
to closely match staffing levels to the ebb and flow of customer demand. Human services
agencies and employers both have roles to play in improving retention of workers once hired.

Most low-wage workers will continue to qualify for SNAP benefits and Medicaid (at least in
states that have expanded eligibility under the Affordable Care Act). Most will be eligible for
child care subsidies, but because child care funding is limited, fewer than 1 in 6 children who
qualify for child care assistance under federal rules receive it. The Child Care and Development
Block Grant (CCDBG) is serving the fewest number of children in sixteen years because
increases in funding have not kept pace with child care costs or the need for assistance.*
Families leaving TANF due to employment typically are prioritized by states for child care
assistance. Many other eligible families face waiting lists for child care assistance.

Expanding funding for child care is one of the most important things Congress or the States
could do to improve job retention. One study on job retention found that single mothers of
young children who received child care assistance were 39 percent more likely to still be
employed after two years than those who did not receive any help paying for child care.?’ A 2009
study also found that child care assistance was associated with longer employment spells.?

Child care subsidies are a critical element of getting and keeping a job. Without assistance, low-
wage workers simply cannot afford to pay the high costs of child care which ranges from $4,822
to $22,631 for an infant in center based care depending on the state -- higher than the average
annual cost for a year’s tuition and fees at a four-year public college in 28 states and the District
of Columbia.? Higher income families with young children on average spend 7 percent of their
household income on child care, while poor families spend 30 percent.®

Some have suggested that public benefits can have work disincentive effects, if families will lose
benefits when their incomes increase. The concern about this issue is vastly disproportionate to
the number of families affected. Typically, benefits such as TANF and SNAP phase out
gradually as earnings rise, so that workers have more total income if they get a raise or work
more hours.?* Child care may be an exception; because it is so expensive, a parent may still face
a “benefit cliff”” where a promotion or wage increase would cause her to lose assistance even
though she cannot yet pay the full cost of child care. State policies can address this benefits cliff,
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making it a steeper or smoother transition for families. By expanding Medicaid eligibility, states
can ensure that parents do not risk losing health insurance when their incomes rise.

Even when workers remain eligible for public benefits, it may be difficult for them to continue to
receive them without churning or interruptions. Excessive paperwork burdens or requirements
for in-person visits can act as obstacles to accessing and retaining benefits. This is particularly
true for the many workers with unpredictable schedules and earnings that vary from month to
month, as discussed below. State policies that simplify and streamline redeterminations can help
workers keep these key work supports, which in turn helps stabilize employment.”® The recent
bipartisan reauthorization of CCDBG attempted to address both the child care benefit cliff and
making child care assistance a more stable benefit. States can adopt similar policies within other
programs.

Human services agencies may also be able to provide supports to assist with other needs that can
interfere with job retention. For example, some states offer flexible funds that can be used to
assist with car repairs. The Employer Resource Network (ERN) model discussed in the hearing
is a promising approach that brings public services to the workplace in order to support job
retention and advancement.

At the same time, it is important to recognize that much employment turnover is driven by the
nature of low-wage work. Increasing shares of jobs are characterized by unpredictable and
unstable schedules, meaning that workers frequently do not know the days or hours they are
scheduled to work until a few days in advance and may experience significant fluctuations in
number of hours and timing of shifts from week to week.?® Even once schedules are posted,
workers may be sent home, or required to work longer hours with no advance notice. Many
workers, particularly in the retail industry, are assigned to call-in shifts, providing no guarantee
of work, but preventing them from scheduling other work or activities.?” Workers who do not
make themselves available for a wide range of possible hours are often assigned fewer hours;
those who ask for schedule changes may experience retaliation. Moreover, most low-wage
hourly level jobs do not provide any form of paid leave (neither sick days nor family leave) and
it is not uncommon for workers who miss work to be fired. One survey found that nearly one in
five Iow-g/g/age working mothers reported having been fired due to sickness or caring for a family
member.

Human services programs should seek to place participants in good jobs that provide predictable
scheduling and sick days in addition to wages. When public agencies assist employers by
providing wage subsidies, customized training, or enhanced case management for workers, they
should focus these efforts on high quality employers that commit to meeting certain job quality
standards.”

Conclusion

Connecting low-income families to employment that will allow them to escape poverty is one of
the key tasks of TANF programs. In the 20 years since TANF was first created, workforce and
higher education programs have learned a great deal about how to engage employers so that
training leads to credentials that have real labor-market value and how to develop career
pathways with multiple entry and exit points. Subsidized employment programs have shown
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promise in connecting disadvantaged workers to the labor market, allowing workers to prove
themselves who might not otherwise ever be able to get their foot in the door. And we have
learned a great deal about how child care assistance, SNAP benefits and Medicaid can stabilize
the lives of low-income workers and their families, allowing them to succeed in the workforce. It
is time to bring these lessons to bear on TANF employment programs.
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