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PROPOSED TANF REQUIREMENTS DO NOT WORK
FOR CALIFORNIA

The Bush Administration released its proposal for the reauthorization of the Temporary Assistance for
Needy Families (TANF) block grant on February 26. The plan includes stricter work requirements for
families that receive TANF cash assistance. If enacted, the new work requirements will reduce the
flexibility of California and its 58 counties to develop programs that meet the needs of welfare recipi-
ents and effectively move them into the workforce. Moreover, the plan will greatly increase costs for
states, while providing no additional TANF or child care funds.

SummMARY OF ProrPoseD CHANGES

The Bush Administration’s TANF reauthorization plan makes several changes to work requirements
with no increase in federal funding of the TANF block grant. The Bush plan:

Increases the participation requirement from the current level of 20 or 30 hours per week for
single-parent families to 40 hours per week for nearly all families.?

Limits the range of activities that count toward the “direct” work requirement of 24 hours.
These activities would include employment, on-the-job training, work experience, and commu-
nity service.?

Excludes job search and vocational education as direct work activities. States can currently
count these toward the current work requirement. The proposal allows short-term job training,
rehabilitation, or substance abuse treatment to substitute for direct work for three out of any 24
months.

Includes a “universal engagement” requirement, which would require an individualized plan
for each new TANF case within 60 days.

Increases the minimum participation rate, or the percentage of families that meet work require-
ments, from 50 to 70 percent by 2007.

Phases out the “caseload reduction credit” by 2005. This credit reduces the percentage of
families that must meet work requirements when the number of families receiving welfare in
the state has fallen since 1995. Since California’s caseload has dropped by over 40 percent, less
than 10 percent of families currently have to meet work participation requirements.

The cumulative effect of the proposed participation rates and the elimination of the caseload reduction
credit would be to greatly increase the percentage of families that must meet federal work require-
ments. The effective rates for California would be approximately 30 percent in 2004, 60 percent in 2005,
and 70 percent in 2007.% Since the most job-ready adults have moved off the caseload or are already
working while receiving welfare, many recipients, perhaps tens of thousands, would need to be in
work experience or community service assignments for California to meet the new work participation
requirements. Cost estimates for these types of positions, not including child care, range from about
$2,500to $5,000 per year.*

While the Administration’s plan imposes new requirements on states, the proposal increases flexibility
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for the last 16 hours of the participation requirement. The Administration will apparently allow states
to count nearly any activity as long as it is structured and monitored. Activities could include educa-
tion and training, joint activities with children, and marriage promotion.> The Administration does not
cite research findings that indicate that the proposed ratio of direct work to other activities is the most
appropriate one for welfare recipients in CalWORKSs, California’s TANF program, or elsewhere.

ProprosaL Rebuces State AND COUNTY FLEXIBILITY

California’s counties adopted a diverse range of programs to train, educate, and move CalWORKSs
recipients into the workforce following the welfare reform law of 1996. These programs combine
activities that meet federal work participation requirements with additional state-permitted activities
to meet the specific needs of families. (See text box for examples.)

The Bush proposal to exclude job
search and vocational education Counties Offer Array Of Training And Services
from the direct work requirement -
will be particularly burdensome for Kgrn County Ca_IWOR.Ks participants who complete an early
California. Even though job search chlldhogd education training course earn up to $10 per hour. The
can currently count only for six course is 30 to 40 hours per week for 18 weeks.

weeks and vocational education for Tehama County recipients can train 18 weeks to become

up to 12 months, 14 percent of Certified Nurse’s Aides and earn about $7.50, often with benefits.
CalWORKSs participants who meet

federal work requirements are in San Francisco County offers a Vocational English as a Second
job search and 11 percent are in Language immersion program to improve language skills and
vocational education. VVocational familiarity with workplace technology and culture. Each session
training through the community includes 30 hours per week of instruction for 18 weeks. Partici-
college system has been highly pants who successfully complete two sessions earn above $10

successful. Nearly 50,000 per hour on average.

CalWORKSs recipients study at
California’s community colleges,
and research has found that their

San Francisco County also offers a scholarship program for
CalWORKSs participants to finish four-year degrees.

incomes rise substantially after- The Women’s Enrichment Center in San Mateo County, an
ward. The median income for intensive day treatment program, serves CalWORKs clients with
students with a vocational certifi- substance abuse and mental health issues. The program offers
cate increases 92 percent one year treatment, case management, life skills training, and employment
after leaving acommunity college: readiness assessment for 32 hours a week for up to three

for students who receive an associ- | months.

ate degree with a vocational em-
phasis, the increase is 100 percent.’
California would have to find ways to place these participants more quickly into jobs, work experience,
or community service positions in order to meet required participation rates.® Moreover, work experi-
ence and community service may not be the most effective way to move recipients into stable employ-
ment.

ProrposaL Does NoTt RerLecT CALIFORNIA’S NEEDS

The Administration’s proposal does not reflect California’s needs in several respects. First, many of
those who continue to receive CalWORKS cash assistance have substantial barriers to employment.
Second, significant numbers of CalWORKSs adults are participating fully and additional adults are
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participating at less than the required number of hours. Third, itis unclear that higher participation
rates will increase the success of TANF. Fourth, the 40-hour work requirement exceeds the normal
work week in many industries.

1. Many CalWORKSs Recipients Have Barriers To Employment

Many recipients who remain on the caseload have serious barriers that limit their ability to find and
retain stable employment. A study of two California counties found high incidences of mental health
issues, domestic violence, and drug dependency among CalWORKS recipients. About one inten
respondents had a diagnosable alcohol or other drug problem. In addition, over a third of respondents
reported a domestic violence incident and over a third had a diagnosable mental health disorder in the
prioryear.®

Many CalWORKSs recipients also lack the education and language skills that are linked to employabil-
ity and earnings. About 11 percent of CalWORKSs adults have six or fewer years of education, more
than double the national percentage of 4.6 percent, and more than half of adult CalWORKS recipients
lack a high school degree.’® Over one-third of CalWORKSs heads of household report a primary lan-
guage other than English.*

Those remaining on the caseload are likely to have even greater needs because recipients who are more
“employable” have probably already found jobs. Counties will likely need increased flexibility to
respond to the needs of these families.

2. Many CalWORKSs Adults Are Participating Actively

California has consistently met federal work participation rates. Since 1997, between 30 and 42 percent
of CalWORKSs families have fulfilled participation requirements.*? California’s participation rates were
comparable to participation rates in other states in 1999, the last year for which comparable data are
available.

Under current law, required participation rates have risen from 25 percent in 1997 to 50 percent in
2002. However, the “caseload reduction credit,” which reduces a state’s required participation rate
when the number of families receiving cash assistance falls, has reduced California’s required rates
from about 20 percent in 1997 to less than 10 percent for every year since 1999. This is because
California’s caseload has fallen faster than required rates have risen. California would not have met
the required 40 percent participation rate in 2000 if not for the caseload reduction credit, and meeting
the Bush Administration’s proposed rate of 70 percent would require approximately twice as many
recipients to meet federal work requirements.

The caseload reduction credit complicates work participation rates, and some view it as a loophole.
However, Congress included this provision in the welfare reform law as a reward for states that suc-
ceeded in reducing caseloads. The fact that many states have very low adjusted participation rates is
directly related to their “success” at implementing welfare reform.

Looking at participation in state-permitted activities provides a more complete picture of how many
CalWORKSs adults are engaged in work activities. In 2000, over half (57 percent) of families who were
required to participate did, including one-third (33 percent) who met state participation requirements
fully. Of those who were not participating, many were sanctioned for non-participation or had a
sanction pending (20 percent of one-parent families).'* Of those who were neither participating nor
being sanctioned, many were likely new to the CalWORKSs program or were waiting for a new activity
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to begin. Counties would require additional resources to move new CalWORKSs recipients more
quickly into work activities. In addition, engaging recipients in “make-work’ assignments when they
are temporarily between activities appropriate to their situation may not be the best use of scarce
resources.

Gordon Berlin of the Manpower Demonstration Research Corporation (MDRC) states that the stricter
participation rates will be difficult for any state to achieve: “None of the welfare-to-work programs that
MDRC has evaluated to date — including the most effective programs — would have achieved either
the participation rates currently in place (ignoring the caseload reduction provision) or the new rates
being considered by the Administration.” In addition, MDRC believes that the increased participation
requirements “could have the unintended effect of diverting resources, modifying otherwise successful
programs, and increasing costs.”®

3. Participation Requirements Are Not The Key To Success

No obvious relationship exists between past state work participation rates and “success.” TANF
includes a number of “high performance bonuses” for states that achieve specified outcomes, such as
job retention and earnings gains for former welfare recipients. California received a bonus for out-
comes in 1999, when its participation rate was 42 percent. Seventeen states had higher work participa-
tion rates than California, but 14 of those states did not receive this bonus. This indicates that higher
participation rates did not automatically lead to higher performance as measured by this bonus. More-
over, Arizona, the state that ranked highest for this bonus, had a participation rate of 32 percent,
significantly lower than California’s rate of 42 percent.

4. Many Full-Time Workers Work Less Than 40 Hours Per Week

The proposed 40-hour participation requirement is apparently intended to make welfare recipients’
activities mirror those of the general workforce. However, most former welfare recipients work in the
retail trade and service sectors, and data from the Bureau of Labor Statistics indicate that workers in
these industries typically work much fewer than 40 hours per week: 29 and 33 hours per week, respec-
tively. The proposed 40-hour requirement clearly does not match the current experience of workers in
these two sectors, which together employ slightly less than half (49 percent) of all workers in the US
economy.

BusH PLaN Does Not ProviDE ADEQUATE FUNDING

The proposed work requirements will increase CalWORKS program costs for:

Child care, including (1) new subsidies for additional families to meet work requirements
and (2) increased subsidies for families that currently receive child care, but would need
additional care in order to meet the new work requirements. The CBP estimates that if the
new work requirements were fully implemented now, CalWORKSs Stage 1 child care costs
could increase by up to $400 million;

Employment services, especially for the creation, supervision, and administration of work
experience and community service positions; and

Administration, resulting from increased workload to implement the universal engagement
requirement.

Despite these increased costs, the Bush plan freezes annual TANF block grant funding at the 1997 level.
California’s CalWORKSs program is facing a deficit of several hundred million dollars in 2002-03 be-
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cause the combined $6.4 billion in federal TANF and state and county matching funds do not fully
cover program costs. The Governor’s proposed 2002-03 Budget reduces funding for cash grants,
employment services, and child care to bridge the CalWORKSs deficit. A state General Fund deficit of
as much as $15 billion constrains the state’s ability to increase funding for CalWORKSs and related
programs. A freeze on block grant funding, along with increased federal requirements, will put Cali-
fornia in a tighter fiscal bind.
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