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Overview

In 1996, Congress passed and President Clinton signed federal welfare reform legislation, re-
placing the nation’s primary welfare program, Aid to Families with Dependent Children
(AFDC), with a new program called Temporary Assistance for Needy Families (TANF). De-
signed to replace an entitlement with a temporary benefit, TANF transformed the nation’s wel-
fare program in several important ways: It gave states annual, fixed block grants that offered
them greater flexibility to design and administer their own welfare programs; it created a five-
year lifetime limit on receipt of cash assistance; and it required recipients to work and called for
states to impose sanctions (financial penalties) on those recipients who did not.

Anticipating that welfare reform might pose particular challenges to urban areas — where pov-
erty and welfare receipt are most concentrated — MDRC launched the Project on Devolution
and Urban Change (Urban Change, for short) in 1997 to chronicle TANF programs and the re-
sulting changes in the lives of low-income families and in the institutions that serve them in four
urban counties: Cuyahoga (Cleveland), Los Angeles, Miami-Dade, and Philadelphia. Between
2002 and 2005, MDRC released reports on each of the four cities to tell the stories of welfare
reform up until 2001. These reports found four different approaches to welfare reform but re-
markably similar results. In all four counties, welfare caseloads were down; conditions im-
proved in high-poverty and high-welfare neighborhoods; and welfare recipients who were sur-
veyed at two points in time were more likely to be working and to be financially better off in
2001 than in 1998, even though most remained poor.

This report updates the story of welfare reform in two of the four Urban Change cities: Cleve-
land and Philadelphia. As it turned out, the 1990s represented the best environment in which to
implement welfare reform. Poverty rates among children reached record lows during the dec-
ade, and employment levels among single-parent women reached a record high. By March
2001, the national economy fell into a recession that would officially last eight months, al-
though employment continued to decline through August 2003. Welfare-to-work budgets and
civil service workforces were scaled back in response to state budget deficits. It was during this
period of job losses and budget deficits that families started reaching the federal five-year time
limit on cash assistance, in 2002.

How have state service delivery systems evolved as a result of these changing conditions? And
how have the longer-term effects of welfare reform played out in caseload dynamics and in so-
cial and health indicators in low-income neighborhoods? To address these questions, this report
extends three sets of analyses from the earlier Urban Change studies of Cleveland and Philadel-
phia: An implementation analysis examines the policies and programs that welfare agencies put
into place through 2005; an analysis of administrative records estimates the effects of welfare
reform on caseload trends in welfare receipt and employment through 2003 for Cleveland and
through 2001 for Philadelphia; and a neighborhood indicators analysis describes the changing
conditions of low-income communities through 2003.
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Preface

This report is the last one from MDRC’s Project on Devolution and Urban Change, a
ten-year effort to chart the course of welfare reform in four big urban counties: Cuyahoga
(Cleveland), Los Angeles, Miami-Dade, and Philadelphia. The goal of the study was to find out
whether federal welfare reform would lead to meaningful changes in urban welfare bureaucra-
cies and to learn how new policies would affect the poorest families and neighborhoods. Given
the broad sweep of the overhaul, the Urban Change study used a variety of qualitative and quan-
titative methods to examine how governments, neighborhoods, and families experienced wel-
fare reform over a multiyear period. Between 2002 and 2005, MDRC released reports on each
of the four cities, describing welfare reform up until 2001. This report updates the story in two
of the four Urban Change cities: Cleveland and Philadelphia.

Across the four Urban Change cities, we found four very different approaches to wel-
fare reform but remarkably similar results. Welfare caseloads were down in all four counties;
conditions improved in high-poverty and high-welfare neighborhoods in all four counties; and
welfare recipients who were surveyed at two points in time were more likely to be working and
to be financially better off in 2001 than in 1998.

This report describes how — in the early 2000s, a time marked by an economic down-
turn, state budget cuts, and welfare time limits — Cleveland and Philadelphia met the three
main challenges of welfare reform: how to assist recipients in moving from welfare to work,
how to serve recipients who have multiple or severe barriers to employment, and how to pro-
vide work supports to low-income families.

The cumulative Urban Change findings contain a number of lessons for policymakers.
First, the federal welfare block grant’s flexibility and funding level were crucial in helping the
cities and states develop and provide services that they deemed best suited to their welfare pro-
grams. Second, even though participation rates and employment rates soared and welfare re-
ceipt plummeted into the 2000s, Ohio was one of the only states to meet a 50 percent participa-
tion rate — the standard that all states must achieve under the welfare reauthorization of early
2006. Third, helping former welfare recipients stabilize their often precarious foothold in the
labor market and obtain better jobs may mean doing a better job of connecting families to work
supports, like the Earned Income Tax Credit, and to specialized programs designed to upgrade
their work skills. Finally, in all four cities, the needs of the working poor and the problems of
the hard-to-employ loom large. As states continue to seek solutions to these problems, they need
both the flexibility to try new approaches and better evidence about what works.

Gordon L. Berlin
President
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Executive Summary

In 1996, Congress passed and President Clinton signed federal welfare reform legisla-
tion, replacing the nation’s primary welfare program, Aid to Families with Dependent Children
(AFDC), with a new program called Temporary Assistance for Needy Families (TANF). De-
signed to replace an entitlement with a temporary benefit, TANF transformed the nation’s wel-
fare program in several important ways: it gave states annual, fixed block grants that offered
them greater flexibility to design and administer their own welfare programs; it created a five-
year lifetime limit on cash benefits; and it required recipients to work and called for states to
impose sanctions (financial penalties) on those recipients who did not.

Anticipating that welfare reform might pose particular challenges to urban areas —
where poverty and welfare receipt are most concentrated — MDRC launched the Project on
Devolution and Urban Change (Urban Change, for short) in 1997 to chronicle TANF programs
and the resulting changes in the lives of low-income families and in the institutions that serve
them in four urban counties: Cuyahoga (Cleveland), Los Angeles, Miami-Dade, and Philadel-
phia. Between 2002 and 2005, MDRC released reports on each of the four cities to tell the sto-
ries of welfare reform up until 2001."

These reports found four different approaches to welfare reform but remarkably similar
results. In all four counties, welfare caseloads were down; conditions improved in high-poverty
and high-welfare neighborhoods; and welfare recipients who were surveyed at two points in
time were more likely to be working and to be financially better off in 2001 than in 1998, even
though most remained poor.

This report updates the story of welfare reform in two of the four Urban Change cities:
Cleveland and Philadelphia. As it turned out, the 1990s represented the best environment in
which to implement welfare reform. Poverty rates among children reached record lows during
the decade, and employment levels among single-parent women reached a record high. By
March 2001, the national economy fell into a recession that would officially last eight months,
although employment continued to decline through August 2003. Welfare-to-work budgets and
civil service workforces were scaled back in response to state budget deficits. It was during this
period of job losses and budget deficits that families started reaching the federal five-year time
limit on cash assistance, in 2002.

'See Brock et al., Welfare Reformin Cleveland (New York: MDRC, 2002); Michalopoulos et al., Welfare
Reformin Philadelphia (2003); Brock et al., Welfare Reformin Miami (2004); and Polit et al., Welfare Reform
in Los Angeles (2005).
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How have state service delivery systems evolved as a result of these changing condi-
tions? And how have the longer-term effects of welfare reform played out in caseload dynamics
and in social and health indicators in low-income neighborhoods? To address these questions,
this report extends three sets of analyses from the earlier Urban Change studies of Cleveland
and Philadelphia: an implementation analysis examines the policies and programs that welfare
agencies put into place through 2005; an analysis of administrative records estimates the effects
of welfare reform on caseload trends in welfare receipt and employment through 2003 for
Cleveland and through 2001 for Philadelphia;* and a neighborhood indicators analysis describes
the changing conditions of low-income communities in both counties through 2003.

Findings on Program Implementation

State welfare agencies nationwide confronted three primary operational challenges in
implementing the TANF program: how to assist recipients in moving from welfare to work,
how to serve recipients who have multiple or severe barriers to employment, and how to pro-
vide work supports to low-income families — both those on and off the welfare rolls.

Cuyahoga: Emphasizing Participation Requirements and Work Supports

e Ohio adopted a drict interpretation of time limits and work participa-
tion rates that was designed to encour age recipients to leave welfare for
work.

Ohio embraced the federal intention of welfare reform as temporary assistance; the state
adopted a time limit that was shorter than required (three years instead of five) and combined
this policy with stringent work participation requirements for recipients. Cuyahoga County’s
welfare agency, Employment and Family Services (EFS), took responsibility for developing
services for recipients that would count toward the participation rate while assisting them to
transition quickly from welfare to work. In late 2003, Cuyahoga reported a work participation
rate that was over 50 percent of the adult TANF caseload.

e Following theinitial phase of welfare reform, Cuyahoga focused on im-
proving the work-related servicesthat it offered to recipients. However,
policy restrictions, budgetary limitations, and organizational fluctua-
tions posed challengesto assisting some groups of recipientsinto work.

?For Philadelphia, administrative records were available only for recipients who began receiving TANF,
food stamp, or Medicaid benefits between 1992 and 1999 — meaning that this analysis does not include re-
cipients who came onto the rolls after July 1999 in Philadelphia.
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Prompted by caseload declines, staff reductions, and a limited budget in the early 2000s,
Cuyahoga’s administrators continually reconsidered how best to use their TANF resources. The
county put considerable efforts into improving its system of awarding contracts for work-related
services and into developing a comprehensive assessment tool to identify recipients’ barriers to
employment. However, staff reported that the pressure to meet narrow participation requirements
within limited time frames constrained their ability to provide more intensive services for recipi-
ents who had severe or multiple barriers to employment. Ironically, the state of Ohio had restricted
the amount of TANF funds distributed to the counties in order to create a “rainy day” reserve; by
2003, Ohio had the largest unobligated reserve of any state: $342 million.

e Asthe cash assistance casdloads continued to decline and the economy
faltered early in this decade, Cuyahoga shifted its focus to administering
other income supports.

As Cuyahoga implemented the state TANF time limit in late 2000, and as the national
recession began in March 2001, the number of families in Cuyahoga who were receiving other
work and income supports — such as Medicaid, food stamps, and child care — increased. To
meet the needs of this growing population, Cuyahoga began to shift its focus toward administer-
ing these supports. The county implemented extensive outreach efforts to target eligible fami-
lies; however, state and local budgetary and organizational constraints limited ongoing outreach
and the distribution of supports.

Philadelphia: Emphasizing Works Supports and Intensive Services

e Wdfare reform in Pennsylvania evolved through three fairly distinct
administrative phases.

Between 1997 and 1999, the Department of Public Welfare (DPW) realigned case
management and employment services with the new work participation requirements. Between
2000 and 2002, DPW strictly enforced those requirements but at the same time offered new ser-
vices to families who were “playing by the rules.” Following a gubernatorial change in January
2003, the state expanded education and training opportunities, tried to prevent unnecessary
sanctions, and redesigned case management services.

e Penngylvania imposed the minimum participation requirements allow-
able under federal law: 20 hours per week for recipientswith 24 months
of cash assstancereceipt.

Although state law authorized more severe sanctioning policies than required by federal
legislation — full-family sanctions and a lifetime ban on cash assistance for the third infraction —
in practice, these enforcement tools were used sparingly during most periods. Reflecting the
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state’s moderate participation requirements (and changing enforcement policies), Pennsylvania
has consistently been listed at the bottom of annual federal reports on all-family participation rates.

e Pennsylvania provided new services for recipients with employment
barriers, and it created an “Extended TANF” program for recipients
who reached the federal five-year time limit.

In 2001, DPW launched several special programs for recipients with severe or multiple
employment barriers, including the Maximizing Participation Project, which offered voluntary
assessment and behavioral health services to recipients who were exempt from the work re-
quirements for medical or physical disabilities. In 2002 (when the federal time limit hit), DPW
created the “Extended TANF” program, which provided benefits to adults who were participat-
ing as required in work-related activities. By the end of 2004, less than 20 percent of the
caseload were in this program.

o Broad coalitions provided intensive services and work supports.

DPW formed broad coalitions of Philadelphia advocates and service providers to sup-
ply specialized services for recipients who had severe employment barriers and to provide ac-
cess to work supports for low-wage workers. DPW also piloted neighborhood service centers in
order to provide more continuity and coordination in case management. Administrators have
also acknowledged the need to move toward immediate, universal engagement of recipients in
work-related activities.

Findings on the Effects of Welfare Reform

This report presents a number of findings on the effects of welfare reform related to
caseload and employment outcomes, by comparing trends before TANF in Cuyahoga and
Philadelphia Counties with trends after reforms were implemented. Many of the results are
quite similar to what was found in earlier reports, including the markedly increased exit rates
among long-term recipients.

o During the 1990s and into the early 2000s, welfare caseloads declined by
record levels in both counties.

Cuyahoga County experienced an 84 percent decline in the number of cases with at
least one adult between 1993 and 2002, while Philadelphia experienced a 69 percent decline
between 1993 and 2001; both declines were larger than the nationwide caseload decline of
about 59 percent over a similar period. The behavior of welfare recipients in both counties
changed over time in offsetting ways that were consistent, on average, with reduced caseloads.
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For instance, fewer people came onto the rolls at the end of the period than in 1993, and cases
closed faster at the end of the period than in 1993.

e Although long-term recipients shortened their stays on TANF, the rate
of case closures among all recipients did not change much after the im-
plementation of reform.

Before the implementation of welfare reform, the proportion of cases that closed in
Cuyahoga County within a specified period of time — say six months — was gradually increas-
ing, and the closure rate was fairly stable in Philadelphia County. After 1997, these trends
changed, and cases closed slightly slower than expected. These outflows may have been associ-
ated with a policy change that encouraged work but allowed longer welfare spells by allowing
recipients to receive benefits even with increased earnings. Long-term recipients — defined as
those cases that received cash assistance for 18 of the first 24 months after opening — are the
exception to these findings. Long-term recipients left welfare at faster rates after reform than
was predicted by earlier trends, in both Cuyahoga and Philadelphia Counties.

o Employment levels and trendsdiffered between the two counties.

Earlier MDRC reports suggest that employment among welfare recipients was steady
and did not increase in Cuyahoga County after TANF was implemented. After 2000, however,
the proportion of new welfare recipients who went to work declined in Cuyahoga County, and
there was a decrease in stable employment, perhaps reflecting the recession that occurred at that
time. Although employment levels among welfare recipients were lower in Philadelphia than in
Cuyahoga, they grew over time and accelerated after TANF, suggesting that welfare reform
encouraged a movement to work. Unfortunately, data for new welfare recipients in Philadelphia
for the period after 2000 were not available for this analysis.

Findings on Neighborhood Poverty and Social Distress

Indicators of social distress are often several times greater in high-poverty than in low-
poverty neighborhoods. At the outset of welfare reform in the 1990s, many observers reasoned
that high-poverty neighborhoods would be more vulnerable to policy changes that could harm
them or would be more likely to benefit from policies that had a positive effect (because high-
poverty neighborhoods would have more room to improve). Prior Urban Change reports show
that neither the worst fears of welfare reform’s opponents nor the highest ambitions of its pro-
ponents were realized. This report examines trends in neighborhood indicators — including lev-
els of poverty, cash assistance and food stamp receipt, maternal and infant health measures,
crime statistics, and prevalence of home ownership — to portray how Cuyahoga and Philadel-
phia changed in the 1990s and early 2000s. To understand outcomes for three different classes
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of residents, the analysis divides census tracts (called “neighborhoods™) into three categories of
decreasing poverty: poor, working-poor, and nonpoor.

e Overall poverty rates declined in Cuyahoga and increased in Philadel-
phia between 1990 and 2000. Cuyahoga’s overall decline in poverty was
concentrated in its poorest neighborhoods, where the female labor force par-
ticipation rate increased by 17 percent. Although poverty increased across
Philadelphia, increases were smallest in poor neighborhoods. Child poverty
rates in poor neighborhoods declined in both counties.

e Whilethe number of Cuyahoga's poor neighborhoods remained stable,
Philadelphia’s share of poor neighborhoods increased. Several nonpoor
neighborhoods in Cuyahoga’s inner suburbs became working-poor. Mean-
while, conditions worsened in some Philadelphia working-poor neighbor-
hoods, and several shifted from working-poor to poor status.

o Dexite differences in neighborhood poverty rates, trends in receipt of
food stamps and cash assistance were smilar across neighborhoods. Cash
assistance and food stamp caseloads declined in both counties in the 1990s. In
Philadelphia, both types of caseloads declined faster in nonpoor than in poor
neighborhoods. Differences in neighborhood poverty were not associated with
substantial differences in long-term receipt rates in either county.

e Neighborhood indicators of social distress improved in the 1990s and
early 2000s, particularly in poor neighborhoods and in the early reform
period of strong economic growth (from 1997 to 1999). In both counties,
teen birthrates and rates of homicide declined to record lows, and the propor-
tion of mothers receiving adequate prenatal care increased.

e Although poor families are highly mobile and are likely to change res-
dences, few welfare recipients who lived in poor neighborhoods in 1995
escaped poor neighbor hoods by 2000. Among families receiving welfare and
living in poor neighborhoods in 1995, many moved at least once between 1995
and 2000. But most did not move far. Those who moved three miles or more
were significantly less likely to live in poor neighborhoods in 2000. In Phila-
delphia, their new neighborhoods were also safer, and residents were more
likely to describe them as “good” or “very good” places to raise children.
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Conclusions and Policy Implications

Despite different priorities, policies, and contexts, administrators in Cuyahoga and
Philadelphia Counties faced the same three main challenges of welfare reform: how to assist
recipients in moving from welfare to work, how to serve recipients who have multiple or severe
barriers to employment, and how to provide work supports to low-income families.

e Cuyahoga and Philadelphia took different basic approaches to moving
welfare recipients to work, although both counties strove to increase re-
cipients engagement, create an appropriate mix of education and train-
ing versus employment services, and implement sanctioning policies
fairly and effectively.

While Ohio implemented strict work participation requirements for recipients and
Pennsylvania allowed recipients more flexibility, both counties struggled with determining the
right combination of employment and education and training services to offer. Both counties
also used performance-based contracting to monitor the quality of the services offered by out-
side providers, and they contracted with third-party organizations to review how they imple-
mented their sanctioning policies.

e Aswefare casdoads declined, both counties sought new ways to serve
recipientswho had severe or multiple employment barriers.

They designed new assessment and referral procedures and developed specialized ser-
vices, including transitional jobs programs.

e To help low-income families (whether on the TANF rolls or not), both
countiesworked to increase accessto work support programs, including
child care, food stamps, health insurance, and tax credits.

They established telephone hotlines and Internet-based benefit-eligibility screeners to
disseminate information about work supports, aligned TANF and food stamp eligibility re-
quirements, and sought to make high-quality child care more accessible to working families.

* * *

In the wake of the early 2006 federal reauthorization of the TANF program — which has
effectively increased the caseload participation requirements that states must meet, starting in Fis-
cal Year 2007 — it is likely to become even more important for TANF agencies across the coun-
try to address all three of the operational challenges. Essentially, reauthorization pushes states to
immediately engage 50 percent of all TANF families and 90 percent of two-parent TANF families
in work-related activities. Not surprisingly, there is a great deal of uncertainty about the implica-
tions of the more binding participation standards. States are now more experienced in designing

ES-7



and running their own welfare programs than they were in 1996, but the labor market is not as
tight as it was then. Arguably, many families who can afford to do without cash assistance have
already left the rolls. And despite the fact that most states have implemented work requirements
and quick-employment services, Ohio is one of the few that met the 50 percent all-family partici-
pation standard. Few have met the 90 percent two-parent family standard.

The findings from this report suggest several observations about the next phase of wel-
fare reform:

e Participation requirements accelerated welfare-to-work transitions, but
mor e can be doneto “makework pay.”

Many cash assistance leavers remain poor or near poor, essentially trading low monthly
cash assistance grants for low monthly paychecks. Past research shows that welfare programs
that combine participation requirements with incentives to make work pay (such as generous
earned income disregards) promote employment and increase family income. Outreach cam-
paigns in both Cuyahoga and Philadelphia publicized the federal Earned Income Tax Credit and
other benefits. Looking forward, policymakers might consider additional investments in work
incentive policies, and they might consider including enhanced earned income tax credits (such
as Pennsylvania’s TAX BACK) and expanded earnings disregards for federal work supports,
such as food stamps, and state-administered supports, such as TANF and child care. Strengthen-
ing these work incentives along with participation requirements is more likely to help families
not just get off welfare but also get out of poverty.

e Clearer evidence and better incentives are needed to improve services for
recipientswith severeor multiple employment barriers.

While TANF has offered little guidance about how to serve recipients who have severe
or multiple employment barriers, many states and counties have worked hard to prepare the
most-at-risk families for the prospect of time-limited welfare. This report describes the steps
that Cuyahoga and Philadelphia took to screen for employment barriers and to provide effective
service models. While many adults with severe or multiple barriers can work successfully, the
challenge for researchers and policymakers is to understand which combination of standard
welfare-to-work services, transitional employment and on-the-job case management, and men-
tal and behavioral health treatment works most effectively for participants with various barriers
to employment. As evidence builds about the most effective combination of treatments for
adults with various employment barriers, policymakers at the federal and state levels can budget
and respond accordingly. Until then, policymakers might consider how to design incentives that
generate a creative and thoughtful range of service models — and then how to build a learning
agenda to determine what works best.
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e More can be done to coordinate work support policies and to broaden
outreach and digibility.

Federal, state, and local policymakers tried to improve coordination between cash assis-
tance and work support policies. Federal reforms delinked TANF and Medicaid, to make it eas-
ier for low-income families to receive Medicaid without relying on TANF. Federal policymak-
ers dramatically increased resources for other work supports, such as children’s health insurance
and child care. In some cases, states offered supplemental policies, such as Pennsylvania’s
Adult Basic Coverage health insurance program. State and local agencies established telephone
hotlines and online benefit-eligibility screeners, which enabled families to find out easily if they
qualified for work supports. But administrators in both counties argued that simple modifica-
tions to existing programs could further improve coordination.
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Chapter 1

Introduction

In 1996, Congress passed and President Clinton signed federal welfare reform legislation,
replacing the nation’s primary welfare program, Aid to Families with Dependent Children
(AFDC), with a new program called Temporary Assistance for Needy Families (TANF). De-
signed to assist low-income families in moving from welfare to work, TANF transformed the na-
tion’s welfare program in several important ways. Whereas AFDC was an entitlement program —
meaning that federal funding to states went up or down as welfare caseloads rose or fell — TANF
instead offered states annual, fixed block grants with greater flexibility to design and administer
their own welfare programs. As an entitlement, AFDC offered families monthly cash welfare
benefits for as long as they met the income eligibility guidelines; TANF instead limited most
families to 60 months of federal benefits within a lifetime (although states could continue benefits
for up to 20 percent of families under a “hardship exemption™). Finally, TANF increased the pro-
portion of cash assistance recipients who were required either to work or to prepare for work, and
it required states to impose sanctions (financial penalties) on those who did not.

Anticipating that welfare reform might pose special challenges to urban areas — where
poverty and welfare receipt are most concentrated — MDRC launched the Project on Devolu-
tion and Urban Change (Urban Change, for short) in 1997 to chronicle TANF programs and the
resulting changes in the lives of low-income families and in the institutions that serve them in
four urban counties: Cuyahoga (Cleveland), Los Angeles, Miami-Dade, and Philadelphia. Be-
tween 2002 and 2005, MDRC released reports on each of the four cities to tell the stories of
welfare reform up until 2001."

These reports found four different approaches to welfare reform but remarkably similar
results between 1997 and 2001. In all four counties, welfare caseloads were down; conditions
improved in high-poverty and high-welfare neighborhoods; and welfare recipients who were
surveyed at two points in time were more likely to be working and to be financially better off in
2001 than in 1998, even though most remained poor. But what has changed during the five
years since the earlier studies were completed?

This report updates the story of welfare reform in two of the four Urban Change cities:
Cleveland and Philadelphia. As it turns out, the 1990s were perhaps the best of times for welfare
reform. Poverty rates among children reached record lows during the decade, and employment

'See Brock et al. (2002) on Cleveland; Michalopoulos et al. (2003) on Philadelphia; Brock et al. (2004) on
Miami; and Polit, Nelson, Richburg-Hayes, and Seith (2005) on Los Angeles.



levels among single-parent women reached a record high.? By March 2001, the national economy
fell into a recession that would officially last eight months, although employment continued to
decline through August 2003.* Welfare-to-work budgets and civil service workforces were scaled
back in response to state budget deficits. It was during this period of job losses and budget deficits
that families started reaching the federal five-year time limit on cash assistance, in 2002.

How have state service delivery systems evolved as a result of these changing condi-
tions — and how have the longer-term effects of welfare reform played out in caseload dynam-
ics and in social and health indicators in low-income neighborhoods?

To address these questions, this report extends three sets of analyses from the earlier
Urban Change studies of Cleveland and Philadelphia: an implementation analysis examines the
policies and programs that welfare agencies put into place through 2005; an impact analysis
estimates the effects of welfare reform on caseload trends in welfare receipt and employment
through 2003 for Cleveland and through 2001 for Philadelphia;* and a neighborhood indicators
analysis describes the changing conditions of low-income communities through 2003.” Support
for these extended analyses was limited to Cuyahoga and Philadelphia. Fortunately, of the four
Urban Change counties, these two might make for the most relevant and rewarding compari-
sons — relevant because their respective states fall in the middle of the range on several impor-
tant dimensions, including welfare benefit levels and some demographic characteristics, and
rewarding because they approached reform with different administrative priorities and policy
interpretations. (Table 1.1 summarizes the data used in the Urban Change extension study.)

This Introduction explains five significant policy changes associated with TANF that
are important for understanding the report’s findings; it reviews findings from earlier Urban
Change reports about welfare reform in Cuyahoga and Philadelphia Counties; it describes some
common challenges facing the two counties in the latter years of welfare reform; and it provides
an overview of the questions addressed by each of the report’s chapters.

*See, for example, Blank and Schmidt (2001); Haskins (2001).

*National Bureau of Economic Research, Business Cycle Dating Committee (2003).

*For Philadelphia, administrative records were available only for recipients who began receiving TANF,
food stamp, or Medicaid benefits between 1992 and 1999 — meaning that this analysis does not include re-
cipients who came onto the rolls after July 1999 in Philadelphia.

>This extension study does not include a follow-up survey or ethnographic analysis, as the earlier Urban
Change reports did, which limits its ability to assess the effects of policy changes and the economic downturn
for families.
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Table 1.1

Data Used for the Urban Change Extension Study

Chapter
Time Period Relying
Data Type Data Source Sample and Coverage on Data
Program Field/observational 3 rounds of interviews and Conducted between 2,3,6
implementation research observations conducted in 2004 and 2005
3 site offices for each
county
State Center on Urban The universe of recipients Eligibility records for 4,5
administrative Poverty and Social who received food stamps, the period July 1992
records: cash Change, Case Western AFDC/TANF, or Medicaid to December 2003;
assistance, food Reserve University; in Cuyahoga between unemployment
stamp, Medicaid, Ohio Department of Job July 1992 and insurance records for
and and Family Services December 2003 the period
unemployment (n =536,256) January 1992 to
insurance records December 2003
Pennsylvania The universe of recipients Payment records for 4,5
Department of Public who received food stamps, the period
Welfare; Pennsylvania AFDC/TANF, or Medicaid January 1992
Department of Labor in Philadelphia between to December 2001;
and Industry January 1992 and July 1999 unemployment
(n =513,031 individuals in insurance records for
158,338 cases that had both the period January
adults and children) 1992 to December 2001
Aggregate Social and economic Census-tract-level annual All residential census 5
neighborhood indicators from indictors for 1992 to 2003 tracts in Philadelphia
indicators administrative agency

records, prepared by the
Philadelphia Health
Management
Corporation (PHMC)

Vital records; tax assessor’s
property files; child welfare,
crime, and welfare and wage
records

Significant Policy Changes Resulting from Welfare Reform

The Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of
1996, which created TANF, changed the nation’s welfare system in fundamental ways. Five
particular features of the program are important for understanding the story of welfare reform:
(1) the new flexibility states had to design and administer their own programs, (2) the federal
work requirement for welfare recipients and the work participation targets set for the states, (3)
the 60-month federal lifetime time limit for receiving benefits, (4) the delinking of Medicaid
eligibility from welfare receipt, and (5) the expansion of spending on child care assistance.



e TANF gave states fixed block grants with unprecedented flexibility to
design and administer their own programs.®

Under AFDC, states received open-ended federal funding to pay benefits, at “match-
ing” rates that were inversely related to the states’ per capita income. States were required to
pay a percentage of benefit costs (ranging from 22 percent to 50 percent in 1996) as well as 50
percent of administrative costs. Federal funding for AFDC came with many strings attached.
Uniform federal regulations determined, for example, who was eligible for assistance, how in-
come and resources were treated, and what basic services and activities were available to par-
ticipants in welfare-to-work programs. States could deviate from the regulations only if they
received special waivers.’

Under TANF, the federal government set four major parameters but otherwise gave
states unprecedented freedom to design and administer their own welfare programs. First, the
federal government provided states with annual block grants based on AFDC caseload levels in
the mid-1990s, when the number of welfare recipients was at an all-time high.* Second,
PRWORA included a maintenance-of-effort provision that required states to spend at least 75-
80 percent of their peak-year AFDC expenditures on TANF. Third, the federal government re-
quired that TANF expenditures should be allocated only to programs and services “reasonably
calculated” to serve one of the four broad goals of the TANF program: (a) to assist needy fami-
lies, (b) to end the dependence of needy parents by promoting work and marriage, (¢) to reduce
out-of-wedlock pregnancies, and (d) to encourage the formation and maintenance of two-parent
families. Fourth, the federal government required states to meet certain targets for the propor-
tion of their caseload that was participating in work activities each year, as described below.

Together, the federal block grants, state maintenance-of-effort funds, and falling
caseloads meant that most states had much more money to spend on behalf of poor people as
well as much more flexibility in deciding how to spend it. Within federal guidelines, states de-
termined which families were eligible for TANF, the amounts of monthly benefits, how quickly
benefits phased down as earnings went up, which families were required to participate in em-
ployment activities, which types of activities counted as work and for how many hours per
week, and how long families could receive cash assistance before reaching time limits. States
determined what proportion of the federal block grant and their own maintenance-of-effort

SSeveral of the policy details in this section are adapted from Quint et al. (1999).

"In the years immediately preceding the passage of PRWORA, the U.S. Department of Health and Human
Services granted waivers to 43 states so that they could experiment with new policies and programs for welfare
recipients; nevertheless, most waivers covered modest changes, and Pennsylvania was one of the few states
that did not receive a waiver.

fStates could choose peak spending amounts from one of three alternative base periods. See Weaver
(2002).



funds went to administration and quality control, what proportion was paid out to families di-
rectly in ongoing cash assistance, and what proportion funded employment services and work
supports, such as child care and transportation assistance.

Federal rules made a distinction among (1) TANF funds that were used to meet fami-
lies” ongoing needs for “basic assistance” (such as cash benefits) and (2) funds that were used to
offer “nonassistance” to parents who were working (such as supportive services like child care
and transportation help) and (3) funds to help families through short-term crises of up to four
months. TANF funds for basic assistance were subject to requirements like time limits and
mandatory participation in work activities (discussed below), but nonassistance resources were
more discretionary. States used those to fund a variety of programs to help families leave wel-
fare for work. Diversion programs offered a one-time, lump sum payment instead of ongoing
cash assistance to families who could get back on their feet with the help of such a payment.
Other programs used TANF nonassistance funds to offer child care and transportation services
to a broader range of working and former TANF recipients, to provide case management and
tutoring services at community colleges, or to offer after-school programs for young parents and
children who were deemed at risk.

e TANF imposed dricter work requirements for recipients, required
states to have a certain proportion of their casdloads in work activities,
and mandated that states impose sanctions (financial penalties) on re-
cipients who did not meet work requirements. TANF included financial
penaltiesfor statesthat did not meet work participation tar getsfor ther
caseloads, but it also offered states a “ caseload reduction credit,” which
essentially meant that they did not have to meet the participation re-
quirement if their caseloads dr opped sufficiently.

Compared with AFDC’s policies, TANF required a greater proportion of adults to par-
ticipate in a narrower range of work activities for a greater number of hours. Adults who were
previously exempt from work requirements — parents of children younger than age 3 and re-
cipients who were caring for disabled family members — would be required to work or to par-
ticipate in work-related activities. Specifically, starting in Fiscal Year (FY) 1997, PRWORA
required 25 percent of all families and 75 percent of two-parent families to participate in work
activities within 24 months of coming onto TANF. It increased this all-family participation re-
quirement to 40 percent in 2000 and to 50 percent in 2002, where the rate remained until FY
2007. It also increased the two-parent participation rate, to 90 percent, starting in 1999. Most
single parents must participate 30 hours per week. Two-parent families must participate at least
35 to 55 hours per week, depending on their circumstances. States may exempt parents of chil-
dren younger than age 1, and they may not sanction parents for failing to participate if they have
children younger than age 6 and child care is not available. Countable employment-related ac-



tivities include employment, on-the-job training, work experience, community service, job
search, vocational or skills training, education directly related to work, secondary school atten-
dance, and providing child care services to other parents. Recipients may participate in job
search activities for no more than six weeks in total and for no more than four consecutive
weeks. Recipients may participate in vocational training for up to 12 months, but no more than
30 percent of recipients who are in education or training activities may be counted toward a
state’s participation rate.

In addition, only families who participated for the required number of hours in specified
activities counted toward the statewide participation rate. That is, states were not given “partial
credit” for families who worked 20 hours if the federal benchmark for similar families was 30
hours. (This full-credit-only policy particularly hurt Pennsylvania, which required only 20 hours
of participation per week despite the federal mandate of 30 hours per week.)

Although the welfare reform law called for the federal government to penalize states
that failed to meet the federal participation requirements, states have not been subject to any
penalties, because of the effect of the caseload reduction credit. This credit allowed states to
reduce the proportion of mandatory participants by 1 percentage point for each percentage point
decline in the state TANF caseload since 1995. Without the caseload reduction credit, only 10
states (including Ohio) would have met the all-family federal participation requirements in
2003.° On the other hand, given the caseload reduction credit, the 2003 all-family federal par-
ticipation requirement was reduced to zero in 22 states, including Ohio and Pennsylvania."

PRWORA required states to impose financial sanctions on families who were not par-
ticipating to the extent required. Thirty-six states, including Ohio, chose to impose full-family
sanctions, that is, to terminate the entire family’s cash grant."' Others terminated only the adult
portion of the grant. Pennsylvania sanctioned the adult portion of the grant for families who had
received fewer than 24 months of cash assistance and sanctioned the entire grant for those with
assistance for 24 months or more. Importantly, the federal law ensured that food stamp benefits
did not increase for families who lost TANF income due to sanctions (an unintended coordina-
tion problem under the former program). In fact, a number of states, including Ohio and Penn-
sylvania, sanctioned food stamp benefits for TANF-related infractions, and some, including
Ohio, even sanctioned Medicaid benefits.

*The federal government accepted states’ reports of their own participation rates and did not conduct inde-
pendent audits of participation rates.

""The Deficit Reduction Act of 2005, which reauthorized the TANF program, “reset” the caseload reduc-
tion credit. As of October 1, 2006, adjustments to participation rates are based on caseload declines after 2005,
rather than after 1995.

"Pavetti and Bloom (2001).



e TANF imposed a federal lifetime limit of five years on welfare benefits,
although stateswerefreeto create shorter timelimitsfor recipients.

AFDC was available as an entitlement to families as long as they met the income eligi-
bility guidelines. Federal funding for TANF was limited to 60 months within a lifetime, al-
though states could continue to provide benefits to up to 20 percent of families under a “hard-
ship exemption.” Pennsylvania was one of the few states that did. Ohio, however, created a time
limit of only 36 months.

e TANF ddinked cash assistance from Medicaid but imposed cumber-
sometranstional Medicaid eligibility regulations.

In order to receive Medicaid before federal welfare reform, most low-income families
needed to qualify for AFDC. Inasmuch as the value of Medicaid coverage is much greater than
TANF — particularly for otherwise uninsured families who have medical expenses — policy
analysts argued that many families applied for and retained AFDC in order to qualify for Medi-
caid. The federal welfare law delinked Medicaid eligibility from TANF. It required states to
continue to provide Medicaid to families with children who met the AFDC eligibility guidelines
that were in place before the 1996 reforms. Pregnant women and children under age 6 with fam-
ily incomes below 133 percent of the federal poverty guideline and children under age 19 with
family incomes below 100 percent of the federal poverty guideline are categorically eligible for
Medicaid. But the transitional Medicaid regulations created by the federal welfare reform law
were cumbersome. For example, families who received Medicaid in three of the past six months
were eligible for six months of transitional Medicaid assistance. Families who utilized those
first six months were then eligible for an additional six months, provided that they submitted
documentation of earnings and child care costs in the fourth, seventh, and tenth months.'

e TANF consolidated and dramatically expanded funding for child care.

PRWORA merged four preexisting child care programs into a new Child Care Devel-
opment and Block Grant (CCDBG), and it increased the funding for the new grant above the
levels of the preceding four programs combined. (The former programs were AFDC Child
Care, Transitional Child Care, the existing CCDBG, and At-Risk Grants.) Although PRWORA
eliminated the federal guarantee of child care, it allows states to transfer up to 30 percent of
TANF resources into the CCDBG. In addition, many states have spent TANF funds directly on
child care assistance. As a result of these various changes in law and policy, federal and state
child care spending rose dramatically in the late 1990s.

2Under Section 1931, the Health Care Financing Administration allowed retroactive Medicaid coverage
to substitute for the requirement regarding three of six previous months. For an insightful discussion of the
opportunities and constraints of transitional Medicaid, see Greenstein and Guyer (2001).



Cuyahoga and Philadelphia: Context and Findings from Earlier
Urban Change Reports

To set the stage for the rest of the report, this section offers a brief introduction to the
welfare policy context in Ohio and Pennsylvania and reviews findings from the earlier Urban
Change reports, covering the period from 1992 through 1999 in Philadelphia and through 2001
in Cleveland.

Ohio and Pennsylvania: Similar Starting Points

As shown in Table 1.2, Cuyahoga and Philadelphia Counties were similar in 1990, but
Cuyahoga included several middle-income suburbs, and its economy was much stronger. In
1990, each county had about 1.5 million residents, most of whom were non-Hispanic whites or
non-Hispanic blacks, with relatively small but growing Hispanic, Asian, and foreign-born con-
stituencies. More than half of residents were working-age adults, about 60 percent of whom
were engaged in the labor force. But there were a few important differences between the coun-
ties in 1990. Philadelphia had a higher median family income than Cuyahoga ($42,690 versus
$33,379), but it also had a substantially higher poverty rate (20 percent versus 14 percent). The
geographic boundaries of the City and County of Philadelphia are coterminous, while Cuyahoga
County includes several middle-income suburban municipalities. Thus, while levels of poverty
and social distress within the City of Cleveland were similar to those of Philadelphia, Cuyahoga
County’s middle-income suburbs buoyed overall county trends and contributed to the county’s
municipal revenues. And there are other indications that Cuyahoga’s economy was stronger
than Philadelphia’s in the 1990s: Inflation-adjusted median family income rose 38 percent in
Cuyahoga, while it fell 3 percent in Philadelphia; and while Cuyahoga’s labor force participa-
tion rate increased and its poverty rates slightly declined, the converse was true in Philadelphia.

Figures 1.1 and 1.2 show that unemployment was also considerably higher in Philadel-
phia County, declining from 8.0 percent in 1994 to 5.8 percent in 2000 and then climbing to 7.6
percent in 2003. In Cuyahoga County, the unemployment rate declined from 6.0 percent in
1994 to 4.5 in 2001 and then climbed to 6.8 in 2003.

Ohio and Pennsylvania are similar to each other and fall toward the middle of the states
on a range of policy and contextual factors. When TANF benefits are ranked from most to least
generous, for example, as shown in Figure 1.3, a single mother of two children with no income
in 2003 qualified for similar monthly benefits in Ohio ($373) and in Pennsylvania ($403), and
both states are near the midpoint of this measure.

Levels and trends in overall TANF expenditures are also similar in the two states. As
mentioned above, PRWORA set TANF block grant levels based on AFDC levels in the mid-
1990s, when caseloads were at an all-time high. Inasmuch as wealthier states spent much more



The Project on Devolution and Urban Change

Tablel.2

Demographic Composition and Labor Force Participation,
Philadelphia and Cuyahoga Counties, 1990 and 2000

Cuyahoga County Philadelphia County
1990 2000 1990 2000

Population 1,395,953 1,375,699 1,562,925 1,500,715
Age composition (%)
Children (ages 0-14) 20.3 21.1 20.3 21.4
Teens (ages 15-19) 6.3 6.3 6.8 7.2
Adults (ages 18-64) 57.7 57.7 57.6 57.2
Seniors (ages 65 and up) 15.6 15.0 15.4 14.2
Racial/ethnic composition and nativity (%)
Hispanic 2.1 33 53 8.4
Black, non-Hispanic 24.6 27.0 39.5 42.4
White, non-Hispanic 71.8 66.2 52.3 42.6
Asian 1.2 1.7 2.7 4.2
Foreign born 5.6 6.3 6.7 9.1
Education and labor force participation (%)
Percentage without a high school diploma 25.9 18.3 35.7 43.5
Total labor force participation rate 61.6 62.7 58.5 56.2
M edian rent and home owner ship
Median rent (2005 dollars) 411 548 588 574
Five-year household mobility rate (%) 61.0 59.9 64.7 62.1
Home ownership (%) 62.4 63.7 62.3 59.4
Income and poverty
Median family income (2005 dollars) 33,379 46,114 42,690 41,386
Ratio of income to poverty (%)

Below 50% of poverty 7.5 6.4 10.6 12.0

Below 100% of poverty 13.6 12.9 20.2 22.9

Below 200% of poverty 29.0 28.8 39.6 43.3
Provider ratio
Ratio of working adults to children® 2.20 2.17 2.04 1.81

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.

NOTE: “The ratio of working adults to children is defined as the number of adults in the civilian labor force
(both employed and unemployed, but looking for work) divided by the number of children ages 0 to 18 years

old.
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than poorer states, considerable disparities remain. Annual federal TANF grants to Ohio ($729
million) and Pennsylvania ($719 million) in 2002 rank fourteenth and sixteenth, respectively,
among the states and the District of Columbia when the annual grant to each state is adjusted by
the number of children below the federal poverty guideline, as shown in Figure 1.4."

Under PRWORA, millions of parents would need to be enrolled in employment services
that were previously offered on a voluntary basis and thus on a much smaller scale. To participate
in these programs, and ultimately to sustain employment, many parents would need child care.
And to track compliance, administrative information systems would need to be developed.

The level and composition of federal and state TANF expenditures from 1997 to 2003
are shown for all states combined (Figure 1.5), for Ohio (Figure 1.6), and for Pennsylvania
(Figure 1.7). Between 1997 and 2000, combined federal and state TANF expenditures grew 48
percent nationwide, 21 percent in Ohio, and 58 percent in Pennsylvania. But as caseloads fell
and the range of supportive services increased, the proportion of TANF expenditures allocated
to basic assistance declined dramatically, from 71 percent to 35 percent nationwide, from 78
percent to 28 percent in Ohio, and from 72 percent to 26 percent in Pennsylvania. Combined
federal and state expenditures on work-related activities more than doubled in 2003, from $979
million to $2.6 billion, that is, from 4 percent to 9 percent of all TANF expenditures. Combined
federal and state expenditures on child care — both as transfers to the CCDBG and as direct
TANF expenditures — soared from $256.8 million in 1997 to $4.9 billion in 2003, and from
less than 1 percent to 11 percent of all TANF expenditures. Since 1999, Ohio has spent roughly
10 percent to 26 percent of its TANF dollars on child care, and Pennsylvania has spent 12 per-
cent to 18 percent of its TANF resources on child care transfers and expenditures. Clearly, cash
assistance was evolving from an income support system to an employment services and work
support system.'* '3

As a result of strong economic growth, policy changes, and these substantial program
investments, cash assistance caseloads declined dramatically, as shown in Figure 1.8. Between
August 1996, when PRWORA was passed, and September 2002, TANF caseloads declined by
54 percent across all states, by 66 percent in Ohio, and by 61 percent in Pennsylvania.

PStandardizing comparisons of TANF allocations across states by adjusting for the number of low-
income children was suggested by Weaver (2002).

"This observation was also noted by Sawhill and Haskins (2002).

*Recognizing this evolution, the remainder of the report refers to TANF financial assistance, employment
services, and related benefits as “income and work supports.”
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Different Approaches to Welfare Reform, Yet Similar Results

Ohio established a shorter time limit on TANF benefits than the federal law required —
three years instead of five.'® Pennsylvania offered extended TANF beyond the five-year federal
lifetime limit. Ohio required immediate engagement in work-related activities for 30 hours per
week, with almost no exemptions. Ohio set higher participation targets than the federal legisla-
tion required, starting at 40 percent of the welfare caseload and increasing to a high of 55 per-
cent in 2001. (The federal participation targets were 50 percent in FY 2002 through 2005.)
Pennsylvania exempted between one-third and one-half of adult recipients from participation
requirements. Other than an initial eight-week job search for all recipients, it required only 20
hours of participation per week, and that was only for recipients who had received 24 cumula-
tive months of cash assistance.

Another important difference between the two counties is structural. TANF is county-
administered in Ohio, and the state devolved a considerable amount of administrative authority
to the Cuyahoga County Division of Employment and Family Services. The Pennsylvania
TANF system, by contrast, is state-administered, with all decision-making, accountability, and
resource allocation authority residing in Harrisburg, under the Pennsylvania Department of Pub-
lic Welfare.

Nevertheless, despite these different policy and structural features, outcomes in the two
counties were surprisingly similar between 1997 and 2001, as recounted in MDRC'’s earlier Ur-
ban Change reports and reviewed below.

e In both counties, welfare caseloads declined as long-term recipients left
the rolls faster than before and fewer “at-risk™ families applied for cash
assistance.

Caseloads declined dramatically in both counties. Between 1997 and 2001, the number
of adult TANF recipients declined 60 percent in Cuyahoga and 56 percent in Philadelphia. In
theory, caseload declines could be a result of increasing exit rates (current recipients leaving
TANF faster) and/or decreasing entry rates (fewer “at-risk” families applying for TANF).

18As discussed in Chapter 2, Ohio does offer Transitional Assistance to families who accumulate 36
months of TANF receipt and then leave TANF for 24 months — three years on, two years off, two years on.
But the eligibility conditions for “good-cause extensions” (granted to recipients who are physically disabled or
mentally ill or who are caring for a similarly afflicted family member) are so restrictive that Cuyahoga County
has granted Transitional Assistance to only about 5 to 15 families per month between October 2002 and De-
cember 2004.
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Caseloads declined for both reasons in both counties.” First, TANF encouraged long-term re-
cipients to leave the rolls faster. Each year between 1995 and 1999 or 2000, welfare recipients
shortened their stays on TANF. In other words, exit rates were increasing. TANF strengthened
this trend among long-term recipients (those who received cash assistance for 18 months), but it
slowed down the increasing exit rates among all recipients. Second, welfare reform deterred
food stamp recipients from coming onto the TANF rolls. Because they often have incomes just
a little higher than those who are receiving TANF, food stamp recipients can be considered “at
risk” for receiving TANF. In the early 1990s, the number of families entering TANF from the
Food Stamp Program increased each year in both counties. Welfare reform reversed this trend.
The number of food stamp recipients declined each year after welfare reform."

o Waeéfare recipients worked more hours and earned more money, but
half of them (or more€) remained poor.

According to the Urban Change survey responses, welfare recipients in both counties
reported increases in employment, earnings, and income between 1998 and 2001. But few ob-
tained well-paying jobs with benefits; half (or more) remained poor; and half (or more) contin-
ued to rely on food stamps and Medicaid. Outcomes were much less favorable for those without
a high-school diploma. In 2001 — three years after the first survey — 20 percent of respondents
in each site were neither working nor receiving benefits.

e Most neighborhood conditions either remained stable or improved, but
large disparitiesremained.

Between 1992 and 2000, most indicators of neighborhood conditions remained stable
or improved in both Cuyahoga and Philadelphia. Some of the biggest improvements occurred in
“high-welfare neighborhoods” — those where a fifth or more of residents received cash assis-
tance prior to welfare reform. For example, teen birthrates and the incidence of violent crime
declined sharply in both counties and especially in high-welfare neighborhoods. But these im-
proving trends began long before the federal welfare reform legislation, and it does not appear
that they were affected, for better or worse, by welfare reform. And despite improving trends,

"The impact analyses in the Urban Change study estimate the effects of TANF on rates of welfare entry
and exit as well as on rates of employment. To do this, MDRC compares what actually happens with caseloads
in the post-reform period with a projected trend based on pre-TANF caseload dynamics. (Chapter 4 presents
the details of this methodology.)

'8 Administrative records of TANF receipt and employment were available from 1992 through 2000 in
Cuyahoga and from 1992 through 1999 in Philadelphia.

On a related measure, the number of new TANF entrants (those without recent TANF receipt) continued
to decline after welfare reform. But, in Philadelphia, welfare reform slowed down the declining trend. In other
words, there were more new TANF entrants in Philadelphia than would have been expected based on pre-
TANF trends.
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large disparities remained between the conditions in low-income neighborhoods and those in
the balance of the counties.

e Weéfare reform increased short-term employment and recidivism
among Philadelphiarecipients.

In both counties, employment rates among new welfare recipients increased each year
between 1995 and 1999/2000. In Philadelphia, where pre-TANF employment rates were rela-
tively low (42 percent), welfare reform accelerated this increase. In Cuyahoga, however, reform
did not affect employment rates, which were higher before TANF (62 percent). The proportion
of recipients who retained employment for four quarters — the employment stability rate —
also increased in both counties, but TANF slightly slowed down the increase in Cuyahoga.

In Philadelphia, the number of welfare recipients who left TANF and returned within
six months — the recidivism rate — decreased each year before welfare reform but slightly in-
creased afterward, suggesting that reform increased recidivism. In Cuyahoga, the recidivism
rate increased before welfare reform and continued to increase afterward, suggesting that reform
had no effect. Nevertheless, the recidivism rate was higher in Cuyahoga than in Philadelphia
both before reform (17 percent versus 16 percent) and after it (23 percent versus 17 percent).

Taken together, these outcomes for survey respondents, caseloads, and neighborhoods
show that an increasing number of welfare recipients went to work in both counties. Fewer low-
income families turned to cash assistance for the first time. Poverty and instances of severe ma-
terial hardship declined, and neighborhood indicators improved. Yet few welfare leavers re-
tained employment or attained sufficient increases in earnings and income to achieve self-
sufficiency. Absolute levels of social distress in poor neighborhoods remained high. Reliance on
alternative income supports (such as food stamps and Medicaid) increased, and a growing pro-
portion of welfare leavers returned to cash assistance.

Three Common Challenges Faced by Cuyahoga and Philadelphia

In the first few years of welfare reform, states had the resources and flexibility to meet
the challenges of the new policies. Coupled with economic growth, the policy reforms acceler-
ated caseload declines throughout the 1990s. Moreover, given the caseload reduction credit,
caseload declines offered states a reprieve from the ongoing challenge of meeting the target par-
ticipation rates. By March 2001, however, the national economy fell into a recession, and em-
ployment rates continued to decline through August 2003. Welfare-to-work budgets and civil
service workforces were scaled back in response to state budget deficits. Both Cuyahoga and
Philadelphia faced three principal challenges, which were only made more difficult by the
changing and difficult context of the early to middle 2000s:
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1. Assgingrecipientsin thetrangtion from welfareto work

The federal time limit on welfare benefits gave service delivery systems a sense of ur-
gency in the early 2000s — they had 60 months to assist recipients in moving from cash assis-
tance to work, and some long-term recipients were hitting the time limit. Participation require-
ments suggested what they must do, both in order to help recipients make that transition and in
order to maintain federal funding.

2. Servingrecipientswith severe or multiple barriersto employment

Time limits, broader participation requirements, and policy decisions regarding exemp-
tions all amplified the importance of identifying and serving recipients who were at risk of be-
coming long-term recipients.

3. Providing income supportsto the working poor

TANF intensified the challenge of providing non-time-limited income and work sup-
ports to low-wage workers, for a few reasons. First, to participate as required in employment-
related activities, and ultimately to sustain employment, many mothers would need child care.
Second, because neither cash assistance nor full-time, minimum-wage earnings provide enough
income to support a family, most families would need to piece together income from several
different sources, including such income and work supports as food stamps and Medicaid.
Third, TANF played a narrower role within the overall income support system than AFDC had;
it offered a more limited range of supports to a narrower segment of the low-income population.
Many policy observers expressed concern that declines in TANF caseloads would outpace de-
clines in poverty.

The Organization of This Report

This report, which seeks to tell the story of how Cuyahoga and Philadelphia Counties
approached the foregoing three challenges, is organized into six chapters. Each chapter provides
a different view of how welfare reform was implemented in Cuyahoga and Philadelphia and
what happened as a result.

e Chapter 2 discusses how Cuyahoga income and work support systems
evolved from 2001 to 2005 to meet these three critical challenges of welfare
reform: how to encourage families to work, how to help recipients with se-
vere or multiple employment barriers, and how to ensure that low-income
families get the work supports that they need.

e Chapter 3 discusses how Philadelphia income and work support systems
evolved from 2001 to 2005 to meet the same three challenges.
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Chapter 4 uses administrative records of earnings and welfare and food
stamp receipt between 2001 and 2003 to examine how patterns of employ-
ment and welfare use changed over this period. Did welfare reform have a
measurable effect on TANF exit or entry rates or on employment rates
among TANF recipients?

Chapter 5 monitors trends in poor, working-poor, and nonpoor neighbor-
hoods; it addresses the question: How did conditions in low-income
neighborhoods change following the implementation of welfare reform?

Chapter 6 highlights programmatic initiatives common to both counties and
closes with a brief discussion of what welfare reauthorization might mean for
Cuyahoga and Philadelphia.
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Chapter 2

The Evolution of Income and Work Supports
in Cuyahoga County, 1997-2005

The welfare reform legislation that was passed by Congress in 1996, establishing the
Temporary Assistance for Needy Families (TANF) program, allowed state and local govern-
ments substantial flexibility in interpreting the new policies, determining administrative priori-
ties, and managing their welfare programs. In implementing welfare reform, state and local
agencies established policies and worked to develop services to assist recipients in transitioning
from welfare to work within the framework of the time limit and the participation requirements
(see Chapter 1). As welfare caseloads declined, two subsequent challenges became increasingly
prominent: how to serve recipients who had severe or multiple barriers to work and how to en-
sure that low-wage workers who were not receiving cash assistance did receive the other in-
come supports for which they were eligible.

Like other counties across the nation, Cuyahoga County, Ohio — which encompasses
Cleveland — adapted its welfare system as welfare reform was put into effect, and it has contin-
ued adapting the system to confront the ensuing challenges that have arisen. This chapter dis-
cusses the implementation of welfare reform in Cuyahoga from 1997 through 2005, as administra-
tors responded to the policy changes of the Personal Responsibility and Work Opportunity Rec-
onciliation Act (PRWORA) of 1996 and the continuing effects of those reforms on the welfare
system. The previous Urban Change report on Cuyahoga examines the post-reform period until
2001;" this chapter addresses that earlier period of welfare reform but focuses in particular on
2000 through 2005. It seeks to understand in which ways the county continued its course and how
it changed its responses as more recipients hit the time limit, as the national economy began to
decline,” and as the later challenges of welfare reform — providing services to hard-to-employ
recipients and providing income supports to those no longer receiving cash assistance — emerged.

The chapter draws on more than 25 interviews with TANF administrators, district office
managers, caseworkers, advocates, and private sector providers over the course of three site vis-
its to Cuyahoga County in 2004. Organized into sections based on the three key findings listed
below, the chapter begins by describing state policies and local caseload trends and organiza-
tional shifts; it then discusses local programmatic initiatives and challenges; and it concludes
with a section on the increasing importance of other income supports in Cuyahoga.

'Brock et al. (2002).
?According to the National Bureau of Economic Research, Business Cycle Dating Committee (2003), the
economy went into recession beginning in March 2001. Employment declines lasted through August 2003.
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Summary of Findings

Ohio adopted a drict interpretation of time limits and work participa-
tion rates that was designed to encour age recipients to leave welfare for
wor k. Cuyahoga aligned itself with thisvison of welfare reform and de-
livered consistent messages over time requiring recipients to work or
participate in work-related activities. Following the passage of PRWORA,
Ohio approved a time limit that was shorter than the federally mandated time
limit, and it set a target participation rate that was higher than the federal
goal. State administrators stressed these policy priorities to the local agencies
in charge of implementing welfare reform, but they chose to devolve many
of the programmatic decisions to the counties. Cuyahoga’s welfare agency
reorganized to meet the demands of welfare reform and promoted a strong
message to encourage recipients to participate in work-related services and to
transition off welfare before the time limits hit. This message remained con-
sistent throughout the period studied in this report, from 2000 through 2005.

Following the initial phase of welfare reform, Cuyahoga focused on im-
proving the work-related services that it offered to recipients. However,
policy redtrictions, budgetary limitations, and organizational fluctuations
posed challenges to asssting some groups of recipients into work.
Prompted by caseload declines, staft reductions, and a limited budget, Cuya-
hoga’s administrators continually reconsidered how best to use their TANF re-
sources. The county put considerable efforts into improving its system of
awarding contracts for work-related services and into developing a compre-
hensive assessment tool to identify recipients’ barriers to employment. How-
ever, staff reported that the pressure to meet narrow participation requirements
within limited time frames constrained their ability to provide intensive ser-
vices for recipients who had severe or multiple barriers to employment.

Asthe cash assstance caseloads continued to decline and the economy fal-
tered early in the decade, Cuyahoga shifted its focus to administering
other income supports. As Cuyahoga implemented the state TANF time limit
in late 2000, and as the national recession began in March 2001, the number of
families in Cuyahoga who were receiving other work and income supports —
such as Medicaid, food stamps, and child care — increased. To meet the needs
of this growing population, Cuyahoga began to shift its focus toward adminis-
tering these supports. The county implemented extensive outreach efforts to
target eligible families; however, state and local budgetary and organizational
constraints limited ongoing outreach and the distribution of supports.
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Policy Decisions and Organizational Changes

This section of the chapter examines Ohio’s TANF policies and Cuyahoga County’s
basic local implementation decisions aimed at meeting the state requirements. The section first
details state and county policies on time limits and participation rates and examines state-level
funding decisions. The second part then discusses the county’s efforts to reorganize the welfare
agency to adapt to welfare reform and, later, to respond to constricted resources.

State and Local Policy Decisions

Ohio began taking steps to reduce the welfare caseload and promote recipients’ self-
sufficiency before PRWORA came into effect. Starting in the late 1980s, the state put consider-
able resources into developing its welfare-to-work program, Job Opportunities and Basic Skills
Training (JOBS). In 1995, when the Family Support Act required states to enroll 20 percent of
their JOBS-mandatory welfare population (adults whose youngest child was age 3 or older) in
JOBS, Ohio achieved a statewide participation rate of 33.8 percent, placing it in the top third of
states nationwide.> Also in 1995, Ohio eliminated its state General Assistance program for able-
bodied adults without children, and it passed a bill requiring all adult welfare recipients with
dependent children to enter into a self-sufficiency contract with the welfare department. The bill
called for limiting the amount of time that families could receive cash assistance to 36 months
within a 60-month period, although this component was subject to federal approval of a waiver
proposal and did not go into effect.*

After PRWORA was signed into law, Ohio drafted legislation authorizing Ohio Works
First (OWF), which replaced both Aid to Families with Dependent Children (AFDC) and
JOBS. Statewide implementation of OWF began in October 1997. Among the objectives of
PRWORA, ending welfare dependence by promoting work resonated most strongly in Ohio,
and moving low-income families from welfare to work became the overarching objective of
OWFEF. According to the state plan, OWF — along with the associated program that was in-
tended to divert applications for cash assistance — aimed to “transform public assistance from a
system focused on entitlement to one focused on employment, personal responsibility and self-
sufficiency.”

The following three subsections discuss the state and county policies on time limits and
participation requirements and examine the state’s TANF budgeting decisions.

3U.S. Department of Health and Human Services, Administration for Children and Families (1998).
“State of Ohio (1995).
>State of Ohio, Ohio Department of Human Services (1997).
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Time Limits

Ohio implemented a time-limit policy that is more restrictive than the federally man-
dated 60-month limit. The state plan limits families to 36 months of cash assistance, followed
by a minimum period of 24 months of ineligibility. After 24 months off welfare, families be-
come eligible again for up to 24 additional months of cash assistance, although the eligibility
requirements are more restrictive. (Table 2.1 presents a summary of Ohio’s policies.)

The Project on Devolution and Urban Change
Table2.1
Cash Assistance Policiesin Ohio

Benefit Type
Maximum grant, family of 3 $373°
Time-limit policy 36 months of cash assistance, followed by
24 months off; lifetime limit of 60 months
Earnings disregard policy $250 plus 50 percent of earnings
Income levels at which eligibility ends, family of 3 $976°
Work requirements
Point at which adults are expected to be working Immediately
Age of youngest child for "mandatory" recipients 1°
Number of hours of work activities
required each week 30
Penalty for noncompliance Termination of family cash grantd

SOURCES: U.S. House of Representatives (2004); site contacts; State of Ohio, Ohio Department of
Job and Family Services (2002).

NOTES: “TANF grant level as of January 2003.
"Income eligibility level as of January 2003.

“The State of Ohio permits counties to set lower age limits for "mandatory” recipients. In
Cuyahoga County, work activities are required of TANF recipients whose youngest child is 12 weeks
or older.

Ohio has a three-tiered sanctioning policy for noncompliance with work requirements. Tier 1
lasts 30 days or until compliance, whichever is longer. Tier 2 lasts a minimum of 90 days, and Tier 3
lasts a minimum of 180 days.
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In accordance with the state plan, Cuyahoga County’s public benefits agency, Employ-
ment and Family Services (EFS), made few exceptions in its enforcement of the 36-month time
limit. The first families hit the time limit in October 2000. In Cuyahoga, almost 4,000 families
were terminated from cash assistance due to time limits in the first year after families reached the
limit, and an additional 1,000 to 2,000 families were cut off each year in Fiscal Years 2002, 2003,
and 2004. By the end of FY 2004, a total of 8,454 families had been terminated due to time limits.
Reflecting these restrictive policies, the county’s adult caseload declined steadily, from about
12,800 families in October 2000 to under 7,000 by the end of 2004. Even during the period of
economic downturn beginning in 2001 — when welfare rolls might have been expected to in-
crease or at least stabilize — Cuyahoga’s OWF adult caseload continued to decline.’ (Figure 2.1
shows the total caseload, including both adult cases and child-only cases.)

Cuyahoga offered few exceptions to its 36-month time limit. Ohio’s TANF plan offers
guidance for counties to determine their own policies regarding extensions for families hitting
the time limit, loosely defining two different types of extensions, detailed below. Cuyahoga
does offer these two types of extensions but has chosen to adopt narrow eligibility criteria
within the state’s guidelines. Neither type of extension is used frequently (Figure 2.2).

The first type of extension is a “good-cause extension,” for which certain recipients are
eligible after they have received TANF for 36 months and subsequently have left for 24 months.
Cuyahoga extends good-cause eligibility to recipients who are physically disabled or mentally
ill or who are caring for a family member who has a physical disability or mental illness.” Be-
tween October 2002 and December 2004, Cuyahoga typically granted good-cause extensions to
only about 5 to 15 families per month. This indicates that very few families returned to cash
assistance after their interim period off benefits.

The second type of extension is a “hardship extension,” which the counties can make
available after a recipient has reached either the 36-month or the 60-month limit if staff deter-
mine that the time limit is a “hardship.” This is the only assistance available to recipients who
have used up all 60 months of TANF or have used 36 months but have not left for 24 months.
In Cuyahoga, the hardship extension offers three- to six-month extensions to recipients facing

5The national TANF caseload also continued to decline during the economic recession. In Cuyahoga, the
child-only caseload — cases with no adult (the caretakers’ income does not affect eligibility) — which was not
subject to time limits or work requirements, remained stable throughout the period. Thus, the proportion of the
total caseload made up of child-only cases grew relative to the total caseload and, in early 2005, made up about
50 percent of the county’s total caseload.

"Cuyahoga County Division of Employment and Family Services (2002a).

#State of Ohio, Ohio Department of Job and Family Services (2002).
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The Project on Devolution and Urban Change
Figure2.1
Monthly Cash Assistance Caseloadsin Cuyahoga County, 1992/93 - 2003/04
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SOURCE: Cuyahoga County Income Maintenance Files, Cuyahoga County Division of Employment and
Family Services.

NOTE: A case represents any configuration of household members who receive benefits together. For
AFDC/TANF, a case may include adults and children together or children only.

six different barriers, such as physical disability, mental illness, extenuating caretaking respon-
sibilities, and domestic violence.” Cuyahoga has offered these extensions since October 2000,
when the 36-month time limit was implemented. Since then, around 100 to 250 cases per month
have received hardship extensions in Cuyahoga. This number consistently makes up under 4

*The six barriers include (1) physical disability, mental illness, or short-term medical crises; (2) parenting
or caretaking responsibilities for children under 12 weeks of age; (3) caretaking responsibilities for physically
disabled or mentally ill family members or for family members who have short-term medical crises; (4) loss of
employment through no fault of the recipient’s own; (5) domestic violence; and (6) situations in which teen
parents are designated as heads-of-household (Cuyahoga County Division of Employment and Family Ser-
vices, 2002b).
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The Project on Devolution and Urban Change
Figure2.2

Number of Extensions Granted Monthly in Cuyahoga County,
October 2000 to December 2004
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percent of the county’s caseload, falling well below the state’s mandate that no more than 20
percent of the caseload be made up of cases receiving hardship extensions.

Participation Requirements

Consistent with the its strict time-limit policies, Ohio also took a restrictive position on
the federal participation requirements. Ohio requires immediate engagement at 30 hours per
week and, throughout the reform period, has emphasized the importance of meeting this partici-
pation goal. The state set a participation rate goal that was higher than the federally required
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rate:'’ 40 percent of the entire caseload after federal welfare reform passed, raised by 5 percent
each fiscal year beginning in 1999 until the target reached 55 percent in 2001, where it remained
level. State administrators have worked to meet this goal, and, in 2003, Ohio ranked sixth in the
work participation rate among the 50 states and Washington, DC."

Cuyahoga offers few exemptions from the participation requirement. State law allows
counties to exempt parents of children up to age 1 from work activities, but Cuyahoga took a
more restrictive stance by exempting only parents of children under 12 weeks old. Further, al-
though these parents are not required to participate in work-related activities, the state mandates
that they participate in “developmental” activities, such as parenting classes.

The state emphasized to the counties the importance of meeting the participation rate
goals, and Cuyahoga took the message seriously. An EFS staff member explained the pressure
from the state to meet the rate:

It’s a fever. The participation rate is very important, and that is not to say that
every other area that we need to deal with, other than OWF, is not as impor-
tant, but when we look at the potential of being sanctioned by the state and
losing money for programs that could provide assistance to our clients, we
look at the participation rate as something very important to meet.

Cuyahoga’s participation rate steadily increased following the passage of PRWORA.
According to county-reported data, the rate remained between 35 percent and 45 percent from
1999 to mid-2003 but increased to above 50 percent in late 2003 (see Figure 2.3)."

The county was able to meet this rate while maintaining a low sanctioning rate: After
peaking at 350 sanctions per month in May 2000, sanctions leveled off at about 100 per month,
or about 1 to 2 percent of the monthly caseload (see Figure 2.4)."” Administrators attribute
Cuyahoga’s high participation rate to the consistent work-oriented messages that caseworkers
delivered to recipients. In addition, as the previous Urban Change report series shows, line staff
in Cuyahoga had relatively low caseloads — less than 50 percent of the number of recipients

'°As mentioned in Chapter 1, the federal target participation rate was 25 percent starting in FY 1997, 40
percent starting in FY 2000, and then 50 percent starting in FY 2002 and thereafter (U.S. Department of Health
and Human Services, Administration for Children and Families, 2004b).

"U.S. Department of Health and Human Services, Administration for Children and Families (2004c).

ZParticipation rate data have not been verified independently by MDRC.

PSanctioning is discussed in Chapter 1.
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The Project on Devolution and Urban Change
Figure2.3

Monthly Participation Ratein Cuyahoga County,
November 1997 to December 2004
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Cuyahoga County Division of Employment and Family Services.

closer case management and monitoring.'

State Funding for TANF

Following the passage of PRWORA, as Ohio imposed strict time limits and participa-
tion requirements, the state also began restricting the TANF funds distributed to the counties
by maintaining a considerable amount of its TANF grant in unobligated reserves. Although

"Bloom, Hill, and Riccio (2001) find that an emphasis on quick employment, personalized attention to re-
cipients, and smaller ratios of case managers to recipients each have a significant independent impact on recipi-

ents’ earnings.
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The Project on Devolution and Urban Change
Figure2.4

Per centage of Adult Cases Closed Monthly Due to Sanctions
in Cuyahoga County, January 2000 to December 2004
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NOTE: Sanctioning data for November 2001 were unavailable and, thus, are not included in this
figure.

caseloads were declining and the reserves were originally intended to create a “welfare rainy
day fund,” rules issued in 1999 by the U.S. Department of Health and Human Services limited
the ways that the funds could be used.” Between FY 1997 and FY 2003, Ohio’s reserves in-
creased every year except 2002, and its unobligated reserves reached $342 million in 2003 —
more than any other state’s.'®

Another state funding decision also resulted in a decrease in TANF spending. From 1997
to 2004, the Ohio Department of Job and Family Services consolidated the distribution of food

BCorlett (2006).
1°U.S. Department of Health and Human Services, Administration for Children and Families (2005).
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stamps, Medicaid, and TANF funds to counties and permitted counties to transfer funds between
accounts as long as they did not overspend the total consolidated amount. As the TANF caseloads
fell and the other caseloads rose, the counties used TANF funds to overspend on food stamp and
Medicaid administrative costs. The total amount of funds that were contested was estimated at
$283 million statewide between state FY 2000 and the early months of FY 2005."

In addition, the Cuyahoga Board of County Commissioners ultimately sued the state
for using some of its TANF money to balance its budget as it faced a deficit in 2001."® In 2004,
the Cuyahoga Court of Common Pleas ruled that the state shifted $60 million in TANF funds to
a general fund later used to balance the state’s budget."” The court ordered the $60 million to be
returned to a fund for TANF. However, the state has appealed the decision, and state adminis-
trators claim that even if the state loses the appeal, the money will be returned to counties
through program expenditures, not as a direct transfer.

In effect, these state decisions have limited the funding that the counties have received
for TANF. In Cuyahoga, spending for OWF decreased from over $125 million in 1998 to about
$50 million in 2004, constituting a 60 percent decline.”

Local Organizational Responses

Facing the challenges of offering time-limited welfare, Cuyahoga County’s administra-
tors restructured the welfare agency multiple times between 1998 and 2005 to meet the state’s
TANF policy requirements and to make the most of its limited resources.

The following three subsections discuss several organizational shifts that the county un-
derwent. Initially, in 1998, the county reorganized to focus on the institutional demands of wel-
fare reform and to cultivate a strong work-oriented philosophy in its offices. Three years later,
beginning in 2001, countywide staff reductions greatly decreased the number of EFS employ-
ees, especially experienced staft. In 2002, facing declines in staff and resources as well as a de-
clining TANF caseload, the agency chose to restructure again.

Responding to Welfare Reform: Initial Organizational Changes

In 1998 — shortly after the passage of Ohio’s welfare reform plan — EFS made three
organizational changes to focus on the demands of time-limited welfare and to foster a culture
emphasizing work activities and time limits.*' EFS restructured into two divisions, one of which

YCorlett (2006).

¥ Candisky (2001).

PCandisky (2004).

Corlett (2006).

'For more information, see Brock et al. (2002).
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worked exclusively with cash assistance recipients. Cuyahoga Employment & Training was
designed to offer intensive, integrated benefits assistance and work-first services to prepare
TANF recipients for work, while Cuyahoga Health & Nutrition administered other income and
work supports — such as food stamps, Medicaid, and child care — for families not receiving
TANF. EFS also created an integrated TANF case management model, in which staft per-
formed intake and income maintenance functions as well as welfare-to-work functions. In addi-
tion, EFS focused on developing its neighborhood-based offices across the county to better
connect recipients to jobs and other resources in their communities.

Within the new separate TANF division, the county promoted a strong work message,
and administrators worked to make sure that TANF staft and recipients understood the new poli-
cies. This is reflected in staff and recipient surveys conducted for the previous Cuyahoga Urban
Change report. A staff survey administered in 2000 reveals that staff were generally well informed
about time limits; this is also mirrored in recipients’ relatively high understanding of time limits,
as indicated in interviews in 1998 and 2001.** In addition, the staff survey shows that line staff
strongly emphasized program activities. They reported that they were encouraged to understand
each recipient’s circumstances in order to make the best judgment about which benefits and ser-
vices to offer and that they were able to closely monitor their recipients’ participation.

Countywide Early Retirement Program: EFS Staff Decreases

In 2001, facing budget pressures and declining sales tax and investment revenue, the
Cuyahoga Board of County Commissioners — under which EFS falls — instituted the Early
Retirement Incentive Program (ERIP). Employees who voluntarily resigned from public service
to the county for five years were eligible for up to five years of pension and health care benefits.
Hundreds of staft in the welfare offices accepted early retirement, which resulted in a significant
loss of experienced personnel. EFS administrators explained:

It’s people that could probably make really great referrals and move them
through the system pretty fast, [people that] had a lot of experience.

They knew the program better, they had the institutional history, the institu-
tional bonds for many years, whereas now we have much less tenured staff
and, because one worker is doing so many multiple programs now, it really

*Brock et al. (2002). This staff survey was fielded to all Cuyahoga case managers, and 256 completed a
survey (the response rate was 88 percent). The customer surveys were fielded to randomly selected recipients
of cash assistance in Cuyahoga County who were single mothers, were between the ages of 18 and 45, and
resided in neighborhoods where either the poverty rate exceeded 30 percent or the rate of welfare receipt ex-
ceeded 20 percent. In Wave 1, 80 percent of the sample completed a survey. In Wave 2, 86 percent of Wave 1
respondents completed a survey. A total of 689 respondents completed both surveys.
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takes awhile to really understand it all. . . . It’s a more difficult job to do than
it was years ago.

Department heads were told that they would be able to replace up to 40 percent of the re-
tiring workforce with less senior, less highly paid personnel; however, subsequent hiring freezes
resulted in even lower replacement ratios. EFS employed 1,377 full-time employees in January
2000, compared with only 886 in October 2003, constituting a 36 percent workforce reduction
(although approximately 100 of the staff members leaving EFS were transferred elsewhere within
the county). This decline was similar to the 39 percent decline in TANF caseloads during the same
period, but food stamp, Medicaid, and child care caseloads — also the responsibility of EFS —
were rising, so EFS ultimately served far more recipients with fewer staff in January 2003 than in
January 2000. The hiring freeze was lifted in late 2003, but the number of new staft hired did not
replace the number lost. Service manager directors reported that caseloads rose during this period.
In 2004, the OWF caseload goal toward which managers were striving was 85 per caseworker,
which was higher than the average of 77 reported by line staff in 2000.>* Further, budget declines
also diminished the resources available for training new staff.

Responding to Staff and Caseload Declines: Restructuring Again

Staft and caseload reductions prompted EFS to restructure again in 2002. After reorgan-
izing into two separate divisions in 1998, the agency was compelled by declining caseloads and
restricted resources to reconsolidate into one division in 2002, to streamline management and
meet budgetary goals.

Local Programmatic Initiatives and Challenges Following the
Early Period of Welfare Reform

Facing staff reductions, limited resources, and the emerging challenge of how to assist
long-term and hard-to-employ recipients within the time-limit and participation rate require-
ments, EFS sought — following the initial phase of welfare reform — to improve its services
and efficiency. The next subsection discusses Cuyahoga’s efforts to better the services it offered
to recipients as well as the referral process to place recipients into services. However, as the
second subsection examines, policy restrictions, budgetary limitations, and organizational fluc-
tuations posed challenges to assisting some recipients — particularly those who were harder to
serve — in transitioning from welfare to work. Finally, the third subsection discusses the
county’s efforts to work with the many recipients who were reaching the 36-month time limit.

ZBrock et al. (2002).
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Improving Efficiency and Effectiveness: Revamping Service Contracting
and Targeting Referrals

As discussed in the first section of this chapter, Cuyahoga County endeavored to estab-
lish the basic structures for accomplishing welfare reform by reorganizing and ensuring that
staff delivered a consistent work-oriented message. Following the initial phase of welfare re-
form — with caseloads reduced by half between 1996 and 2000 and with a decreased number
of staff and limited resources — the county sought to improve its efficiency and the services it
offered. This subsection discusses two such efforts. First, EFS revamped its system of awarding
contracts in order to ensure that only the organizations that met performance outcomes received
new contracts. Second, it developed an upfront comprehensive assessment tool in order to iden-
tify recipients’ barriers to employment and to make the most appropriate referrals.

Improving Service Contracting and Honing Service Provider Options

With the county’s emphasis on work and self-sufficiency, program options available to wel-
fare recipients in Cuyahoga generally focused on placing them immediately into work. Staff re-
ported that job search/job club programs (which provide short-term job preparation activities, such
as résume-building, workshops on how to dress and other work habits, and computerized job search
engines) dominated initial referrals, and unpaid work experience programs (which provide unpaid
employment that counts toward the participation rate) provided a common second-resort option.

During the early years following welfare reform, relatively expansive budgets also allowed
for other types of programs. However, because of declining caseloads and other competing priori-
ties, EFS cut the contracting budget dramatically. According to county administrators, the budget
fell from $40 million in 2000 to $9 million in 2003. Caseload declines throughout the period de-
creased the number of recipients who needed to be placed, but the 78 percent decline in the contract-
ing budget between 2000 and 2003 far exceeded the 31 percent decline in the caseload from FY
1999 to FY 2002. Furthermore, some recipients who remained on the caseload faced multiple or
severe barriers to employment. Although the budget for contracting increased again in 2005 —
when the consolidated Medicaid, food stamp, and TANF funding approach was brought to an end
— the simultaneous budget and caseload declines until then prompted Cuyahoga administrators to
explore new approaches to contracting and service provider options.

In order to identify the services that were most effective in assisting recipients into work
and to make the most efficient use of its reduced contracting resources, Cuyahoga administra-
tors strove to improve their system of awarding service contracts. The county began to move
toward contracts that had more clearly specified performance benchmarks and multiple pay-
ment points that allowed administrators to balance funding for upfront program implementation
with funding to reward the programs’ successes. This performance monitoring system allowed
administrators to make judgments about which programs were most effective and to narrow the
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pool of service providers accordingly, renewing contracts only with organizations that met per-
formance-based standards. The county sought to create a competitive contracting environment,
and it continued to hold its subcontractors to high performance standards even as the caseload
declined and the economy faltered.

In conjunction with this effort, administrators also sought to broaden the service options
from generic job club activities to services targeted at particular groups on the TANF caseload,
including recipients who faced more severe barriers to employment. While some of the expen-
sive vocational programs were cut,”* the county made efforts to develop new programs to meet
recipients’ specific needs. For example, the 2004 list of service providers included programs
targeting ex-felons, teen parents, women in transitional housing, and recipients who had mental
illnesses. Administrators continually attempted to identify groups whose needs were not being
met by the range of providers, in order to seek out new programs to target those groups. For
example, the county developed a program for expecting mothers and for mothers with children
less than 15 weeks old that combines parenting classes with a work-readiness component.

The goal of such programs nonetheless remains consistent with Cuyahoga’s work-
focused approach and its emphasis on requiring all recipients to work, regardless of their per-
sonal barriers. Although the programs are targeted at particular groups of recipients, they are
designed to offer more specialized job search/job readiness services, sometimes in conjunction
with basic skills training or barrier-removal components, rather than to grant these groups of
recipients exemptions from working or participating in work-related activities.

Underlying the types of programs that the county chooses to fund is a philosophy that
work can be a means toward solving other barriers in recipients’ lives. For example, a staff
member at a mental health services provider explained:

We also see work very much as treatment, because many of our clients —
without work — live in poverty. Many of them don’t have that many social
connections; a lot of them don’t have connections with their families that
much anymore. . .. And they sit at home . . . and they get sicker. So we just
see helping them get involved in work and helping them earn some money
and feel like a productive member of society, and having this identity as be-
ing a worker and not just as a mental patient, and having them interact with
people on a different level, as a treatment.

A program that exemplifies Cuyahoga’s targeted work-first approach — and that local
administrators, staff, and advocacy groups agree provides one of the most effective welfare-to-

#Candisky (2004).
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work programs (although it has not been formally assessed in a random assignment evaluation)
— is the transitional employment program. Beginning in 2002, Vocational Guidance Services, a
nonprofit organization that traditionally focused on servicing people with disabilities, was
awarded a contract to implement the Transitional Jobs Program for TANF recipients.” The pro-
gram is targeted at recipients whose cash assistance will end in 12 months or less and who have
been unsuccessful in finding employment through previous programs due to multiple or severe
barriers to employment. It combines paid work experience with case management and barrier-
removal components, with the goal of helping recipients transition into unsubsidized employ-
ment. The Transitional Jobs Program’s orientation materials for recipients outline the organiza-
tion’s outlook that all recipients can (and should) work:

A steady, paying job is an important part of a happy life. Given the opportu-
nity, people want to work and take care of themselves.

One non-random assignment assessment of Cuyahoga’s Transitional Jobs Program
concludes that “the retention rates for the program were significantly greater than the rates of
other vendors in the County serving similar populations” and that “both placement and retention
rates are even higher when the population is separated out and only time limited TANF partici-
pants are looked at.”** The program’s perceived success led to a contract renewal in 2004.
However, the high cost of the program limits the number of available slots, and the program
serves a relatively small proportion of the OWF caseload.

Improving the Referral Process: Developing an Upfront Assessment Tool

With the wider variety of service options that Cuyahoga developed through its attempt
to improve its contracting system, EFS administrators recognized a corresponding need to im-
prove the referral process to ensure that recipients were assigned to the programs that best met
their needs. In July 2004, in order to identify recipients’ employment barriers and make more
accurate referrals, EFS began piloting the “Comprehensive Employment Screen” to assess re-
cipients upfront, at intake. The county contracted with Catholic Charities to design the screen
and deliver it to all OWF recipients at intake in two of the seven public assistance offices, or
Neighborhood Family Service Centers. The assessment tool was later expanded to be adminis-
tered in all seven offices.

»To launch this program, Cuyahoga contracted with the Transitional Work Corporation in Philadelphia.

*Transitional Work Corporation (2004). Note that these results represent outcomes for TANF recipients
assigned to the Transitional Jobs Program. A more rigorous assessment of impacts would compare outcomes
for recipients assigned to the program against the outcomes of a similar group of recipients that did not have
access to it, in order to determine the value added of the services provided by the Transitional Jobs Program.
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The Comprehensive Employment Screen replaces the former assessment that recipients
went through at intake, which included components about substance abuse and about mental
health. The screen tests for five potential barriers to employment, including employment and
education history, family and relationship issues (that is, domestic violence, child care, and
other caretaking responsibilities), physical health issues and learning disabilities, mental illness,
and drug- or alcohol-related barriers. The results of the screen are compiled into a report that
caseworkers receive in order to help them make the referrals that best fit a recipient’s needs.

Although there were some implementation challenges in shifting the role of casework-
ers, EFS administrators and staff were generally optimistic about the new assessment procedure.
A case manager explained:

It’s pretty successful. ... This is basically a one-stop shop ... because the
screening is done by one individual who is capable to assess any kind of need
the client might have. ... It’s been a step in the right direction. ... [The
screeners] are really helping our community, and they’re making a difference
upfront. . . . When the workers get the clients, they know what the needs are,
if they can put them in a program right away or if they need to wait. They’ve
got a better picture of who’s at their desk. . . . It’s an important part of deter-
mining how close the client is to being self-sufficient, or what we can do to
help clients before trying to track them into some type of job search or job
readiness or employment that they would not be able to sustain.

Cuyahoga administrators are also using the Comprehensive Employment Screen to
chart recipients’ needs and further tailor their program options.

Nonetheless, the screening process highlights the challenges that the county faces to of-
fer a sufficient range of programs to address recipients’ needs, to ensure that the available pro-
grams are effective, and to enforce regular participation.

The Ongoing Challenges of Assisting Hard-to-Employ Recipients

Cuyahoga County staff worked to implement new procedures aimed at offering recipi-
ents effective services to assist them in the transition from welfare to work and at referring them
to the most appropriate services. Nonetheless, the county encountered multiple challenges in
assisting some groups of recipients to leave welfare. This subsection outlines three challenges
that staff confronted. First, EFS administrators and caseworkers reported that the intensiveness
of services was often limited by policies restricting the types of activities that recipients could
participate in and the amount of time that they could participate in them. Second, some staff
reported that budgetary shortcomings also limited the variety of programs available and did not
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allow enough money per program placement. Third, the county came across difficulties in plac-
ing recipients in some of the new programs and in enforcing universal participation.

Policy Restrictions

Cuyahoga County staff explained that the state participation requirements posed three
constraints: the number of weeks that recipients could participate in certain programs, the num-
ber of hours per week that recipients could participate in some programs, and the types of pro-
grams allowable. Caseworkers reported that these factors restricted their ability to help recipi-
ents who faced greater employment barriers in making the transition from welfare to work.

Ohio established an annual 240-hour (eight-week) preemployment service period, dur-
ing which recipients can participate in barrier-removal programs, such as basic education, men-
tal health counseling, vocational rehabilitation services, substance abuse programs, and domes-
tic violence counseling. Following the eight-week preemployment service period, recipients
may participate in barrier-removal activities, but only for 10 of the 30 hours required per week.
Caseworkers and service providers reported that these restrictions on the number of weeks and
the number of hours per week that recipients can participate in these activities limited the inten-
siveness of those services and did not provide enough time to address serious barriers. An EFS
staff member explained:

Because of the pressure on us from the state to meet that rate, it forces us to
move clients when they may not be ready to move from one activity to an-
other, because we have to get another activity to meet the rate.

Furthermore, some staff and administrators reported that even the new programs that
were targeted at specific populations offered services that were nonetheless very similar to the
standard job search and job readiness services. One EFS staff member complained:

They’re so restrictive in what counts toward participation rates.

They claimed that the county overemphasized immediate job placement and that recipients cy-
cled repeatedly through the same types of programs.

A study by Case Western Reserve University in 2004 confirmed that the three most
common activities that Cuyahoga TANF recipients engaged in were the preparation of résumés
and job applications, following up job leads provided by program staff, and general job search
activities, such as identifying job openings and contacting employers. Paid on-the-job training
and occupational skills training were two of the three least common activities.”’” Many case-

YFischer, Beimers, Polousky, and Coulton (2005).

42



workers who were interviewed for this study also commented that although recipients could
participate to some extent in educational programs, they thought that some recipients could have
benefited even more from increased access to such programs.

The limited number of weeks that recipients could participate in certain programs —
including the barrier-removal programs as well as the job search programs®™ — and the restric-
tions on the types of activities allowable left a sizable number of recipients in the county’s un-
paid work experience program, which many administrators and caseworkers perceived to be
less effective than many other services. In an attempt to improve this service, EFS contracted
with the local Workforce Investment Board to offer a program that would combine unpaid work
placements with barrier-removal activities, in order to satisfy the participation requirements
while giving recipients a longer period of other services. However, organizational challenges
complicated collaboration and hindered, to some extent, the execution of the program.

Caseworkers and service providers generally agreed that it was important for recipients
to participate in activities. However, they felt that the restrictions on the barrier-removal and
educational activities posed formidable challenges to offering services that would effectively
help recipients gain stable employment when they had serious barriers to overcome.

Budgetary Challenges

Cuyahoga County also faced budgetary challenges that limited the amount of money
available per program placement and that some caseworkers reported limited the variety of pro-
grams available.

Due to caseload declines, tighter contract monitoring, and decreases in the contracting
budget through 2005, administrators reduced the number of service providers under contract
with the county. Some administrators reported that the decreased funding did not lead to a cor-
responding reduction in the variety of service options available. However, as previously men-
tioned, the funding decreased by a greater percentage than the caseload declined, and line staff
reported that they missed some of the programs that had been available during the early years
following welfare reform.

In addition, some staff members reported that the limited amount of money available
per program placement was not enough to assist recipients who had serious barriers to work.
Just as the policy restrictions constrained the breadth of the programs available, staff explained
that, even in some of the programs designed to offer more intensive services, the budget also
left only enough to offer basic job search and job readiness programs.

*0Ohio adopted the federal policies stipulating that no more than six total weeks per year of job search and
no more than four consecutive weeks of it may count toward the participation rate.
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Challenges to Enforcing Participation

Despite Cuyahoga’s relatively high participation rate and its attempts to diversify pro-
gram options to meet the needs of the caseload, the county is working to enforce universal par-
ticipation and raise its rate even higher.”’

The county has struggled to fill the slots in many of its programs, including some of the
newer programs recently contracted. For example, although administrators perceived that many
recipients face mental health barriers and although a mental health component is included in the
Comprehensive Employment Screen to target those recipients, the new mental health services
provider had received few referrals as of late 2004. Some EFS administrators conjectured that
caseworkers tended to revert to habit and continued to assign recipients to the same programs,
rather than to the new programs. Caseworkers have differing skills than those who conduct the
recipients’ assessments, and they may not fully understand the results of the screening. Case-
workers also explained that they are sometimes overwhelmed by their caseloads, making it dif-
ficult to determine the most accurate referrals for all recipients. Furthermore, privacy issues may
inhibit recipients from discussing their personal barriers with screeners or caseworkers, and so
their barriers may not surface.

Cuyahoga continues to grapple with how and to what extent to implement sanctions for
recipients who do not participate in work activities. The county has maintained low sanctioning
rates throughout the period following welfare reform (see Figure 2.4). One consultant, hired by
EFS to evaluate service contracting, recommended a more consistent implementation of sanc-
tions, to encourage participation,” and some midlevel managers and Neighborhood Family Ser-
vice Center directors reported that they would support a cautious increase in the use of sanc-
tions. Caseworkers, however, remained reluctant to sanction. Administrators explained that
caseworkers see sanctioning as punitive, rather than corrective, and that caseworkers feel that it
is not their job to act as recipients’ disciplinarians. An EFS staff member explained:

It’s almost like coaches [Self-Sufficiency Coaches, or case managers] don’t
want to force people into things. ... They’d rather come to some mutual
agreement. When they get into this forcing people thing, I think they almost
feel that they have no right to do that. . . . Coaches often view themselves not
as social workers, and this [sanctioning] is kind of a social work role. ... I
think most coaches are good at the basics, but when you start to get into the
very “touchy-feely” type stuff, they tend to shy away. It’s not their focus.

*Cuyahoga’s participation rate is relatively high compared with national state averages: Only nine states
had participation rates above 50 percent in Fiscal Year 2003 (U.S. Department of Health and Human Services,
Administration for Children and Families, 2006).

The evaluation was completed in 2004 by the Mid America Consulting Group.
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In addition, staff at varying levels agreed that the extensive paperwork involved in the
sanctioning process made it too cumbersome to be implemented effectively. The process was
streamlined in 2003, yet caseworkers continue to perceive it as an overwhelming procedure.
Some staff reported that the 15-day processing period was too far removed from the instance of
noncompliance — for example, a recipient who was not in compliance during the second half
of a month would not be in sanction status until the month after the following month.

Assisting Recipients Who Reach the Time Limit

Despite the county’s attempts to focus on providing effective services to promote re-
cipients’ self-sufficiency, many recipients are reaching the time limit and are being terminated
from TANF. In order to assist these recipients as the time limits approached, Cuyahoga imple-
mented a home-visit safety net review process designed to ensure that families (particularly
children) were not harmed by the termination of the cash assistance grant and that they re-
mained connected to the other benefits for which they were eligible. (The program is also in
place for sanctioned recipients, to ensure that they have a plan to resolve the sanction and regain
cash benefits. Cuyahoga also recently expanded the services for post-time-limited families re-
ceiving extensions on their TANF grants.)

OWF caseworkers meet with recipients as they approach the time limit, and they refer
recipients who they determine are leaving without an income or a viable plan to support them-
selves to a safety net review provider. During a home visit, the provider assesses whether fami-
lies are receiving all the benefits for which they are eligible and whether they have basic daily
living needs, such as food, clothing, and beds or cribs. After the initial visit, the provider has 90
days (with an occasional extension) to help connect the family to safety net services that can
further help them. For example, they can link recipients with the Salvation Army and other or-
ganizations that provide material goods. They can also assist recipients in applying for exten-
sions on cash assistance as well as applying for other income supports, such as food stamps and
Medicaid. In addition, they sometimes refer recipients to legal organizations for help with ap-
plying for Supplemental Security Income (SSI).

The home visits were originally envisioned as a means to prevent child abuse and neglect,
but providers reported that they rarely found these situations and that the home visits mostly
served to review families’ housing conditions and material needs. A 2000 to 2004 assessment
conducted by EFS administrators found that the three most frequently requested basic needs in-
volved utilities, clothing, and transportation.’' Providers reported that the safety net reviews were
extremely valuable in helping connect recipients to local services to meet some daily needs:

3'Fox (2004). The assessment sample included 3,498 individuals.
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I know they were looking for big things, children being taken and drugs ram-
pant and that, and I don’t think it is those big things, it’s the little things that
can destroy a family. . . . I think it’s more the small things, and people aren’t
looking for that or maybe don’t think that’s important.

Nonetheless, the reviews are not intended to provide a means to raise families out of
poverty. A Case Western Reserve University study of welfare leavers in Cuyahoga found that
an estimated 81 percent of families leaving cash assistance due to time limits had incomes be-
low the poverty threshold by the sixth month after leaving.”* In addition, over one-quarter (27
percent) did not work, and nearly three-quarters (72 percent) did not work continuously, defined
as working at least 20 hours per week in the six months after they left welfare. Employment
rates dropped as the recession began in March 2001. Furthermore, families leaving welfare due
to time limits faced significant material hardships, including living in overcrowded housing and,
In some cases, eviction.

A Shift Toward Administering Other Income Supports

From the outset of welfare reform, and even somewhat before, Ohio established poli-
cies that were designed to encourage work and discourage TANF receipt. In conjunction with
its TANF policies aimed at pushing recipients to transition off welfare, Ohio implemented poli-
cies to administer one-time cash grants to divert potential recipients from applying for welfare.
In addition, even before welfare reform, Ohio had established child care policies aimed at in-
creasing the accessibility of child care as a work support for low-income families.

At the county level, as the cash assistance caseload diminished and the economy de-
clined, Cuyahoga increasingly shifted its focus toward administering these and other non-TANF
benefits. Cuyahoga conducted extensive outreach efforts to ensure that families who were eligi-
ble for such benefits as Medicaid, food stamps, and child care received them. The caseloads for
these benefits rose (see Figure 2.5), exceeding the decline in the number of TANF recipients;
EFS thus served an increasing number of recipients, a growing proportion of whom were re-
ceiving non-TANF income supports. However, the funds available to conduct outreach and dis-
tribute these benefits fluctuated throughout the reform period, reflecting policy, organizational,
and budgetary challenges.

This section first discusses Ohio’s TANF diversion policies and then examines the
state’s child care policy decisions; the section concludes with a look at the county’s outreach
efforts. Each subsection also discusses the challenges that the state and county faced in continu-
ing to offer work supports to a broad population.

32Coulton, Lickfelt, Lalich, and Cook (2004).
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Number of families receiving benefits

The Project on Devolution and Urban Change

Figure 2.5

Monthly Food Stamp, Medicaid, and Child Care Caseloadsin Cuyahoga County,
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Ohio’s TANF Diversion Policies

Along with the 1997 legislation for Ohio Works First (OWF), the state established a
fund designed to divert families from applying for cash assistance. The Prevention, Retention
and Contingency (PRC) program, which is funded with federal TANF money, provides one-
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time cash grants to families who have incomes up to 200 percent of the federal poverty level
and who demonstrate a short-term need for a cash grant — for example, to make car repairs so
that they can drive to work. This fund was widely used following the passage of welfare reform,
particularly during the years of economic growth and expansive budgets in the late 1990s.

Beginning in October 2000, however, the amount of money available for welfare diver-
sion grants in Cuyahoga County was sharply curtailed, due to funding declines and administra-
tors’ perceptions that the grants were often misused. In September 2000, at the peak of the di-
version program, 8,047 grants were issued, totaling over $3.3 million. By January 2003, only
415 grants were issued, totaling less than $140,000. In addition, eligibility verification require-
ments intensified as the amount of funding declined: For example, to receive a diversion grant
to pay a utility bill, recipients are now required to procure the shutoff notice. Although many
administrators commented that the funds were misused previously and are now being used in
the way that they were intended, safety net providers reported that they missed the flexibility
that the diversion program afforded.

Ohio’s Child Care Policies

In 1992, in reaction to the high demand for child care, Ohio widened the options available
to parents receiving state vouchers to pay for child care. The new policy allowed parents to use
three types of care: licensed daycare providers; certified home providers; and “limited providers,”
which include family and friends of the recipient and do not have to be approved by the county
TANF agencies. According to EFS administrators, the wide range of providers has resulted in a
fully met need for child care in Cuyahoga: All families who apply and are eligible receive child
care without waiting. However, representatives of advocacy groups have questioned the quality of
care that children receive in informal settings such as those of the “limited” providers.

In 2003, facing rising child care caseloads and costs, Ohio reduced the income eligibility
for child care vouchers and raised the monthly copayment amounts. The eligibility parameters
decreased from 185 percent of the federal poverty level to 150 percent for families new to the pro-
gram and to 165 percent for continuing families. Administrators explained that the decision to
lower the income cutoff ensured that everyone who remained within the eligibility guidelines for
child care would receive it; however, advocates criticized the decision. In July 2005, Ohio restored
the eligibility level to 185 percent, as costs were lower than anticipated and administrators felt that
they could raise the income guidelines without spending more than was budgeted.

The state also increased the monthly copayment amounts in 2003, from $43 (in 2001)
to $127 (in 2004) for a family of three at 100 percent of the poverty level and with one child in
care, and from $88 (in 2001) to $190 (in 2004) for a similar family at 150 percent of the poverty
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level; only five states had higher copayments for families at 100 percent of the poverty level.”

Although county administrators emphasized that the increased copayment was still only a
small proportion of the actual cost of daycare, advocates and service providers held that it repre-
sented a dramatic increase for low-income families and contributed to a decline in the use of
child care vouchers. The copayment was changed modestly again in February 2005.

Child care advocates have criticized the state for cutting back child care funding while
withholding nearly $342 million in unobligated TANF reserves and for substituting, rather than
augmenting, the state’s general revenue child care expenditures with federal TANF funds. They
maintained that, in justifying the child care decreases, the state underestimated its unobligated
TANF reserves by $129 million and overestimated the number of children enrolled in publicly
funded child care by about 18,000.** They also argued that while unspent TANF reserves can be
expensed only in subsequent years as direct assistance, TANF funds that are transferred into the
Child Care and Development Block Grant (CCDBC) can be spent over a two-year period.

Cuyahoga’s Outreach Initiatives

Cuyahoga County’s caseloads for non-TANF supports — including Medicaid, food
stamps, and child care — have risen in recent years (Figure 2.5). County administrators attribute
the growing caseloads to increased needs due to the economic decline as well as to their exten-
sive outreach efforts to identify eligible families and to streamline the process to apply for these
benefits. With the TANF caseload decreasing, county administrators have focused on reaching
out to low-wage workers in Cuyahoga who are not receiving TANF but whose incomes are
nonetheless insufficient to raise them out of poverty or near poverty. The county has focused in
particular on outreach for Medicaid and child care.

One of the most important efforts has been the launch of a telephone hotline, in Sep-
tember 1998, through which families can determine eligibility for both Healthy Start (the
county’s Medicaid program) and child care, and then they can enroll directly. The hotline is
staffed by local hospital staff, who print out completed applications and send them to recipients
to sign and return. The county also purchased radio and television ads to promote the hotline.
Administrators estimated that the hotline greatly contributed to the increase in Healthy Start and
child care applications. Healthy Start redetermination (which occurs every six months for adults
and every twelve months for children) can also be processed by telephone.

33Schulman and Blank (2004).
#Corlett and McClung (2004).
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In addition, EFS has outstationed eligibility staff at two hospitals and has promoted
medical benefits through local health and community fairs, as well as at the Neighborhood Fam-
ily Service Centers and local state-funded employment centers.

An EFS administrator conjectured that the agency has achieved nearly universal aware-
ness of the Healthy Start program:

I kind of compare it to the Food Stamp Program in the 1980s. ... If you
spoke to anyone who worked with a community agency or [to] a hospital so-
cial worker, they pretty much knew who was eligible. I mean, you’re eligible
or you’re not. We have achieved, I think, almost the same sense of, if not
universal awareness, a very high awareness of SCHIP [the State Children’s
Health Insurance Program] . . . and who’s eligible.

The county also took efforts to streamline the Medicaid application process for welfare
leavers. To ensure that leavers remained connected to medical benefits, the county amended its
database system to make it easier for TANF caseworkers to close cash benefits without termi-
nating medical benefits. A study of welfare leavers in Cuyahoga found that the continuation of
medical benefits (for both time-limited and non-time-limited leavers) was relatively high and
improved over time.** Medical benefits for adults and children continued for nearly 100 percent
of time-limited leavers. For non-time-limited leavers, an increasing proportion continued to re-
ceive medical benefits; after mid-2000, the proportion held steady at around 80-85 percent for
adults and 85-90 percent for children.

The county is also working to increase automation of benefits through the Virtual
Neighborhood Family Service Center, which — upon its launch — will allow recipients to use
the Internet to determine their eligibility and to apply for medical and child care benefits. Given
the staff reductions from the Early Retirement Incentive Program, an EFS administrator ex-
plained that automation will be crucial in the coming years:

I don’t think we’re going to see big increases in staff, if any, as the years go
forward. I think very central to our abilities to keep our heads above water is
going to be our ability to get better automation.

In addition, the county has conducted outreach efforts for the Earned Income Tax Credit (EITC)
and for Volunteer Income Tax Assistance (VITA) sites in the Neighborhood Family Service
Center offices.

35Coulton, Lickfelt, Lalich, and Cook (2004).
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Outreach for food stamps has been more limited. The county works with Project
BREAD — a coalition of hunger centers (including food pantries and soup kitchens) — to reach
out to families in need of food, but more extensive outreach measures are not in place. Adminis-
trators attribute the more limited outreach for (and take-up of) food stamps to the cumbersome,
36-page application.

Indeed, fewer welfare leavers continued to receive food stamps than medical benefits.*
Food stamps continued for just over 90 percent of time-limited leavers from 2000 to 2002, al-
though this rose to 97 percent by the end of 2003. For non-time-limited leavers, continuation of
food stamp benefits was lower, generally wavering between 50 percent and 60 percent. (It is
important to note, however, that it is likely that fewer non-time-limited leavers would have been
eligible for food stamps, as their average household income was $1,195 compared with $830 for
time-limited leavers. In addition, working leavers may have felt that the hassle of applying for
benefits was not worth the small amount of benefits that they would have received.)

Although Cuyahoga County sought new outreach solutions to ensure that families were
connected to the benefits for which they were eligible, the budget for outreach has fluctuated
over the period. In some years, the county receives funding earmarked for outreach, but in other
years it does not, and it is forced to draw from its TANF fund. A senior administrator reported
that the money spent on outreach declined from a peak of about $1 million in the early 2000s to
about $500,000 in 2004 and 2005 and that, in these later years, the budget came out of the
county’s TANF allocation. Marketing staff within EFS reported that the budget cuts have lim-
ited their ability to conduct extensive outreach efforts. For example, they no longer have funds
available to place television commercials for the Healthy Start/child care hotline.

In addition, the organizational challenges that affected the administration of TANF —
the staff declines and the restructuring of EFS, discussed above — also affected the administra-
tion of other income supports. As the number of individuals receiving these benefits rose, line
staff’s caseloads also rose; EFS administrators reported in 2004 that caseworkers whose clients
were receiving multiple income supports (not including TANF) had caseloads of nearly 300
recipients and that child care and Healthy Start caseworkers had caseloads of over 700 recipi-
ents. In addition, the directors of the Neighborhood Family Service Centers reported that when
EFS merged the two divisions of Employment & Training and Health & Nutrition in 2002, their
ability to make neighborhood linkages whereby they could refer recipients for employment and
services was diminished.

3Coulton, Lickfelt, Lalich, and Cook (2004).
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Summary and Conclusions

Ohio embraced the federal intention of welfare reform that welfare is a temporary assis-
tance; the state adopted a time limit that was shorter than required and combined this policy
with stringent participation requirements. Cuyahoga County’s welfare agency, Employment and
Family Services (EFS), reorganized itself to promote a work-oriented message and to develop
services for recipients that would count toward the participation rate while assisting them to
transition quickly from welfare to work. In late 2003, Cuyahoga reported a participation rate
that was over 50 percent of the adult TANF caseload.

As the reform period progressed, Cuyahoga faced staff and funding reductions that
prompted administrators to improve efficiency by exploring new approaches to work-related
services and the referral process. Administrators strove to improve the county’s system of
awarding performance-based contracts, in order to make the most efficient use of resources and
to ensure that only the programs they judged to be most effective would retain contracts. In ad-
dition, the county designed a comprehensive intake assessment tool that was aimed at identify-
ing recipients’ barriers to employment and quickly placing them into appropriate programs.

Nonetheless, policy restrictions, funding limitations, and organizational shifts posed
challenges to assisting some recipients in moving from welfare to work. Caseworkers explained
that the stringency of the participation requirement — including the number of weeks that re-
cipients can participate in certain programs, the number of hours per week allowed for certain
activities, and the range of allowable activities — limited their ability to provide intensive ser-
vices to recipients who had serious barriers to employment. In addition, some staff reported that
as the caseload and contracting budget declined, the range of programs available was con-
strained. Vocational programs and intensive barrier-removal options were curtailed or over-
looked amid the focus on meeting participation requirements and offering work-oriented ser-
vices. Although safety net services were put in place for families reaching the time limit, these
were not intended to lift recipients out of poverty, and many families who were terminated from
cash assistance due to time limits remained in poverty.

Despite the faltering economy, the cash assistance caseload continued to decline in
Cuyahoga. At the same time, take-up of other benefits — such as food stamps, Medicaid, and
child care — rose. Accordingly, public assistance administrators in Cuyahoga increasingly fo-
cused on other income supports. Administrators transferred funding into outreach programs de-
signed to ensure that all families who were eligible for these benefits received them. Nonethe-
less, as distributing these benefits required an increasingly large share of the state and county
budgets, eligibility for child care fluctuated, the pool for TANF diversion grants declined, and
outreach funds were cut. Facing these challenges, administrators continue to evaluate the best
use of their limited funding to reach out to the low-income families throughout the county.
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Chapter 3

The Evolution of Income and Work Supports
in Philadelphia County, 1997-2005

The 1996 federal welfare reform legislation — the Personal Responsibility and Work
Opportunity Reconciliation Act (PRWORA) — presented the same key challenges to the Penn-
sylvania Department of Public Welfare (DPW) as it did to the agencies in Ohio and elsewhere that
were responsible for administering the Temporary Assistance for Needy Families (TANF) pro-
gram. Chapter 2 discusses how the income and work support systems in Cuyahoga County
(Cleveland) evolved to meet three critical challenges of welfare reform: how to encourage fami-
lies to work, how to help recipients with severe or multiple employment barriers, and how to en-
sure that low-income families get the work supports that they need. This chapter describes how
Philadelphia County’s systems evolved during the same period to meet the same three challenges.

First, welfare reform challenged DPW to assist recipients in making the transition from
welfare to work — within the 60-month federal time limit and while satisfying federal participa-
tion requirements. As discussed in Chapter 1, PRWORA increased work participation require-
ments, required states to sanction families who did not participate as required, and penalized
states that did not meet annual participation rates.

Second, welfare reform challenged DPW to decide whether and how to serve recipients
who risked reaching the time limit before securing sustainable work. Adults struggling with se-
rious employment barriers — such as substance abuse, domestic violence, mental health prob-
lems, or learning disabilities — might need more intensive services, more time, or both.

Third, welfare reform made it more essential for counties to provide low-income fami-
lies with access to non-time-limited work supports. As discussed in Chapter 1, as Congress tried
to reduce long-term dependence on cash assistance, it also introduced a number of policies to
make work pay. Congress substantially increased funding for child care so that parents with
young children could work. It also substantially increased the Earned Income Tax Credit
(EITC) to supplement the earnings of low-income families. And it delinked TANF and health
insurance (Medicaid) so that low-income families could receive Medicaid without relying on
TANF. In addition to TANF, DPW was also responsible for directly administering such non-
time-limited work supports as food stamps, Medicaid, and child care, as well as for providing
information about the EITC and the Children’s Health Insurance Program (CHIP).'

'Pennsylvania’s Children’s Health Insurance Program (CHIP) is administered by the Pennsylvania Insur-
ance Department.
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This chapter discusses how DPW addressed these three key challenges between 1997
and 2005. It draws on more than 25 interviews with TANF administrators, district office man-
agers, caseworkers, advocates, and private service providers over the course of three site visits
between April 2004 and February 2005.2 The chapter begins by describing how welfare reform
in Pennsylvania evolved through three phases, with slightly different administrative priorities
and accomplishments. Second, it explains how DPW formed effective coalitions with Philadel-
phia advocates and private service providers to offer specialized services to recipients who had
employment barriers and to provide comprehensive access to work supports. The chapter closes
with a discussion of the main challenges posed by federal reauthorization of TANF.

Summary of Findings

e An evolving policy. Welfare reform in Pennsylvania evolved through three
fairly distinct administrative phases. Between 1997 and 1999, the Depart-
ment of Public Welfare (DPW) realigned case management and employment
services with the participation requirements of the new state legislation. Be-
tween 2000 and 2002, as recipients reached the 24-month work trigger, DPW
strictly enforced those requirements but at the same time offered new ser-
vices to families who were “playing by the rules.” Following a gubernatorial
change in January 2003, the state expanded education and training opportuni-
ties, tried to prevent unnecessary sanctions, and redesigned case management
services.

e Broad coalitions provided intensive services and work supports. DPW
formed broad coalitions with Philadelphia advocates and service providers to
supply specialized services for recipients who had severe employment barri-
ers and to provide access to work supports.

An Evolving Policy

Realigning Services and Participation Requirements (1997-1999)

Pennsylvania’s welfare reform legislation, Act 35, went into effect in March 1997. It
required families who had received 24 months of cash assistance to work for 20 hours per week.

*The first round of interviews was conducted with TANF administrators in Harrisburg; the second round
was conducted with Philadelphia County Assistance Office administrators, district office managers, and case-
workers in Philadelphia; and the third round was conducted with academics, advocates, and social service pro-
viders in Philadelphia.
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Thus, the first cohort of families reached this 24-month “work trigger” in March 1999. During
the 24 months between legislation and enforcement, DPW focused primarily on assisting clients
in making the transition from welfare to work, as shown in Figure 3.1.

Table 3.1 summarizes Pennsylvania’s key welfare reform policies. The state exempted
those recipients who had physical or mental disabilities from work participation requirements.
For those who were not exempt, Pennsylvania imposed the minimum allowable federal partici-
pation requirement: 20 hours of employment per week for recipients who received cash assis-
tance for at least 24 months. But after 24 months, Pennsylvania, like many states, enforced par-
ticipation with more severe sanctioning policies than required by federal legislation. Post-24-
month sanctions suspended the entire family grant, not just the adult portion, and a third infrac-
tion resulted in a lifetime ban on cash assistance.

DPW substantially increased expenditures on welfare-to-work services and strove to of-
fer recipients employment-focused case management, but the ratios of recipients to caseworkers
were high, and recipients were confused about what would happen at the 24-month work trig-
ger. Between state Fiscal Year (FY) 1996 and FY 2000, DPW increased expenditures on work-
related services from $8 million to $42.5 million. In 1998, DPW created the Career Develop-
ment Unit (CDU), expanding the number of case managers who focused on helping clients to
get jobs or to participate in work-related activities.” But ratios of recipients to case managers
were as high as 200 to 1 (among the highest ratios of the four counties in the Urban Change
study).* Neither caseworkers nor recipients fully understood what would happen to those who
were not working at the 24-month work trigger. The Urban Change survey administered in
1998 found that while 89 percent of Philadelphia TANF recipients knew that TANF is time-
limited, only 35 percent knew that the time limit is 60 months.” Thus it appears that the message
that welfare is time-limited was disseminated more effectively than the details about the time
limit and its consequences.

As one DPW administrator in the Philadelphia County Assistance Office (PCAO) ex-
plained, given the widespread concern about time limits and the confusion about the conse-
quences of the 24-month work trigger, many families left cash assistance:

There was a real concern about the time limits. . . . The advantage of that was
that because there was so much discussion, you know, with talk radio, televi-
sion, the electronic media, the print media, around all of this . . . people were

*For a more detailed narrative of the 1997-1999 period, see Michalopoulos et al. (2003).

*Philadelphia’s CDU workers reported TANF caseloads of close to 200 on the Urban Change staff survey,
administered in January 2000 (Michalopoulos et al., 2003). Caseloads in other sites ranged from 77 in Cuya-
hoga to 202 in Miami-Dade.

*Michalopoulos et al. (2003).
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The Project on Devolution and Urban Change
Table3.1
Cash Assistance Policiesin Pennsylvania

Benefit Type

Cash assistance (TANF)

Maximum grant, family of 3

Time limit on cash assistance

Earnings disregard policy
Income levels at which eligibility ends, family of 3

Work requirements
Point at which adults are expected to be working

Age of youngest child for "mandatory"
recipients

Number of hours of work activities
required each week

Penalty for noncompliance

Child support enfor cement

Penalty for noncompliance

Amount of child support collections
"passed through" to recipient

$403°

5 years, although Pennsylvania uses state funds
to continue granting TANF to most recipients;
recipients must work or participate in an
approved activity for 20 hours a week after 24
months;" recipients must work or participate in
an approved activity for 30 hours per week after
60 months.

50 percent of income earned in a month

$806

24 months

Single custodial parents caring for a child under
age 1 (for maximum of 12 months in lifetime)

20 (after 2 years)

Termination of adult portion of grant (first
24 months on TANF); termination of family
cash grant (after 24 months on TANF)®

Termination of adult portion of grant, or family's
grant reduced by 25%, whichever is higher®
Up to $50

SOURCES: Bernard (1998); Rosenbaum (1996); Quint et al. (1999); Brock, Nelson, and Reiter (2002);
State Policy Documentation Project (2000); Pennsylvania Department of Public Welfare (2004a); U.S.
House of Representatives, Committee on Ways and Means (1993, 1994, 1998, 2000, 2004).

NOTES: “$421 is the maximum grant in Pennsylvania for a family of three.

b”Child-only” cases, in which the children receive cash benefits but the adult caretaker does not, are
not subject to either the two-year work requirement or the five-year lifetime limit for cash benefits.

‘Pennsylvania has also implemented a three-tiered sanctioning policy. The first sanction lasts 30
days or until compliance, whichever is longer. The second sanction lasts 60 days or until compliance,
whichever is longer. The third sanction imposes a lifetime ban on cash assistance.

9The 25 percent penalty has been implemented only for child-only budgets.



really beginning to feel that the time limits were very real — that there would
not be any additional assistance after those time limits. . . . So that all helped
in a strange kind of a way. People who had high school diplomas, people
who already had some kind of previous work history, they left the welfare
rolls. We even had people call up, who had been working, and decided that
they no longer needed welfare.

— PCAO Administrator

When the 24-month work trigger took effect in March 1999, nearly 33,000 adults on the
Philadelphia TANF rolls were required to participate in mandatory employment services for at
least 20 hours per week. And, in practice, administrators required employment service subcon-
tractors to provide 30 hours of services per week.® All nonexempt adult recipients were sum-
moned to Work Requirement Review meetings with their caseworkers to discuss how they were
meeting the 20-hour work requirement.” For those who were not participating as required, the
Work Requirement Review served as a “conciliation” meeting, an official warning that would
lead to a sanction unless the individual complied with the participation requirements within the
month. Reflecting this enforcement and the growing economy (and perhaps other factors), the
adult caseload declined by 19 percent within the year. For those who remained on the rolls, the
range and sequence of acceptable activities became much more prescriptive, following what
became known as the “cascade chart”: eight weeks of job search/job club, followed by six
months of combined minimum wage work experience and training, followed by unpaid com-
munity work experience — a program of last resort.

Trends in the Adult Caseload

Figure 3.2 shows the trends in Philadelphia’s adult caseload from 1999 to 2005, arrayed
by participation status. The post-1999 trends clearly reflect the work participation requirements
of the Pennsylvania law. In March 1999, there were 1,533 adults participating in education and
training and 4,593 adults working 20 hours per week. Within three months, the proportion of
adult recipients working at least 20 hours per week increased (by 23 percent). Within a year, the
proportion of adults who were enrolled in education and training declined (by 57 percent). As
Chapter 4 explains, administrative records of welfare receipt show a sharp increase in exit rates
following the March 1999 work trigger. Clearly, DPW had enforced the first phase of welfare
reforms in Pennsylvania: mandatory work-related participation for adult recipients after 24
months of cash assistance.

®Communication from DPW, July 2006.

"Before scheduling a Work Requirement Review, caseworkers were instructed to ensure that the recipient
was not on a list of those who were exempt or who were known to local homeless agencies to be without a
permanent residence.
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Greater Philadelphia Works

In the 1997 Balanced Budget Act, Congress created the Welfare-to-Work Program. Admin-
istered through the Department of Labor, the program was independent of TANF and its administra-
tion by the Department of Health and Human Services (HHS). It gave local mayors the resources
and control that they wanted in order to design independent approaches to welfare services.

Philadelphia’s Mayor Ed Rendell was an outspoken advocate for the program and, with
the U.S. Conference of Mayors, lobbied the White House aggressively to initiate authorizing
legislation. Philadelphia received $54 million in FY 1998 and enrolled 17,000 people in em-
ployment services within the first year — a substantial proportion of the county’s total enroll-
ment in employment services for the period.® “Greater Philadelphia Works,” as the program
came to be called, was administered at the local level through the Philadelphia Workforce De-
velopment Corporation (PWDC), a large nonprofit economic development agency that sepa-
rately administered many of DPW’s contracts for TANF employment services.’

PWDC created eight neighborhood service centers, which offered case management,
referral to a wide range of mental health and supportive services, job search and job placement
services, and career counseling. One administrator described the neighborhood centers as “a
cross between a union hall and an employment agency. A union hall is a place where there’s
community, fellowship, you can complain, and give each other support. An employment agency
says, ‘Here’s a job, here’s a job, here’s a job.””"’

Ultimately, DPW administrators declined to continue funding for Greater Philadelphia
Works, in state FY 2002, when the program’s federal funding was exhausted. Many described a
sense of déja vu three years later, when, as Pennsylvania’s governor, Ed Rendell (the former
mayor of Philadelphia who had championed Greater Philadelphia Works) piloted a neighbor-
hood service center approach to TANF case management.

Enforcing Participation Requirements, Extending Time Limits (2000-2002)

During the period from 2000 to 2002, DPW enforced participation mandates with in-
creasing severity but at the same time extended the time limit for families “playing by the
rules.” During the reprieve afforded by caseload declines, DPW also responded to the remaining
challenges of welfare reform: developing services for the hard-to-employ and providing income
supports for the working poor.

$See Brock, Nelson, and Reiter (2002).
’DPW did retain oversight authority at the state level.
"Brock, Nelson, and Reiter (2002, p. 83).
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o DPW drictly enforced participation requirements, and the sanctioning
rateincreased dramatically.

Given the push of participation requirements and the pull of a vigorous economy (and
perhaps other factors), many “work-ready” adults left TANF during this period. The adult man-
datory caseload (the adult recipients who were required to participate) declined by 57 percent —
from 30,000 in March 1999 to 13,000 in December 2002 — while the proportion of the exempt
or excused caseload declined by only 23 percent.'" As a result, the proportion of the adult
caseload that was required to participate fell from two-thirds to just under one-half (Figure 3.2).

DPW enforced participation requirements strictly for the post-24-month adults who re-
mained. Between December 1999 and June 2002, the number of adults in sanction status nearly
doubled. As mentioned above and summarized in Table 3.1, the consequences for this group
were more severe. In the post-24-month period, the entire family grant was terminated (not just
the adult portion of the grant), and the severity of the penalty increased with each infraction. A
family’s first sanction lasted 30 days; the second lasted 60 days; and the third sanction resulted
in a lifetime ban on cash assistance."

e DPW provided new services for recipients with employment barriers,
and it intensified outreach and “nonassstance’ servicesfor the working
poor .

By 2000, the caseload reduction credit effectively eliminated federal participation re-
quirements for Pennsylvania."” As explained in Chapter 1, although the 1996 federal legislation
required states to meet annual participation rates, the caseload reduction credit allowed states to
reduce the proportion of mandatory participants by 1 percentage point for each percentage point
decline in the state TANF caseload since 1995. Thus, although the federal all-family participa-
tion target was 40 percent in FY 2000, the caseload reduction credit reduced the effective rate to
zero. Without compromising the participation mandates — recall that sanctions increased dra-
matically between 1999 and 2002 — DPW administrators could begin to focus on the second
and third challenges of welfare reform: effective services for the hard-to-employ and income
supports for the working poor.

In July 2001, DPW launched three major policy changes for recipients with severe or
multiple employment barriers. First, the Maximizing Participation Project (MPP) offered volun-
tary assessment and behavioral health services (therapeutic interventions that focus on incre-

"'This sentence refers to declines in recipients classified as “exempt” by state, not federal, standards.

lzlmportantly, DPW administrative records show that third-infraction, lifetime sanctions were very rare,
affecting only 411 individual cases and 196 family cases between 1997 and 2005.

1U.S. Department of Health and Human Services, Administration for Children and Families (2002).
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mental coping and treatment strategies) to recipients who were exempt from the work require-
ments for medical or physical disabilities."* Several administrators, service providers, advocates,
and case managers spoke highly of MPP, which served, on average, 1,900 Philadelphia adult
recipients per month (5 percent to 7 percent of the adult caseload).”

Second, DPW launched the Community Connections Initiative (CCI), a sanction-
remediation pilot program in 20 counties, including Philadelphia. CCI provided recipients the
opportunity to discuss participation requirements, service options, and barriers with a trusted
and informed third-party outreach worker. The community-based organizations that provided
CClI services were required to contact the recipient within five days of the referral, preferably at
a face-to-face meeting.'® They discussed participation requirements and service options, and
they provided information about special allowances and support services. They tried to identify
and address recipients’ barriers to participation, such as limited English proficiency, domestic
violence, or substance abuse. They worked as a liaison between the recipient and the Philadel-
phia County Assistance Office to revise the recipient’s Agreement of Mutual Responsibility."”

Third, the Time Out Initiative stopped the time-limit clock for up to one year for recipi-
ents who voluntarily worked or participated in services before they were required to do so.'
Like MPP, the Time Out policy was popular among administrators, service providers, advo-
cates, and case managers, who interpreted it as a sensible way to engage recipients voluntarily
and earlier in the service trajectory.

DPW also intensified outreach and services to support the working poor. In 2001, DPW
launched a state-of-the-art online benefits screener to disseminate information about income
supports. The Commonwealth of Pennsylvania Access to Social Services (COMPASS) helped
potential recipients to determine whether they might be eligible for cash assistance, food
stamps, home energy assistance, CHIP, Medicaid, and Adult Basic Coverage (a Pennsylvania
health insurance program for adults, paid for with tobacco settlement funds).” In addition,
community-based organizations used COMPASS to enroll clients for benefits.

"“In Philadelphia, MPP was provided by two private nonprofit providers: Jewish Employment and Voca-
tional Services and the Philadelphia Health Management Corporation. In other counties, TANF County Assis-
tance Offices were required to administer MPP directly.

'>TANF Eligibility Activities Reports, Department of Public Welfare.

"®CCI services were provided by a range of community-based organizations — from small, faith-based
organizations to large employment and training providers — including Jewish Employment and Vocational
Service (JEVS), Catholic Social Services of Philadelphia, Lutheran Settlement House, Congreso de Latinos
Unidos, Nueva Esperanza, Pathways PA, the Impact Services Corporation, La Salle University, and Temple
University’s Center for Social Policy and Community Development.

"Pennsylvania Department of Public Welfare (2004a).

"MPP and Time Out were referred to as the “Options and Opportunities” programs.

Web site: www.compass.state.pa.us.
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Beginning in July 2000, DPW used TANF “nonassistance” funds to offer a range of
supportive services to employed current and former TANF recipients who had incomes up to
235 percent of the federal poverty guideline.” These nonassistance programs included full-day,
full-year child care and Head Start services, transportation services, eye exams and glasses,
hearing exams and devices, high school and General Educational Development (GED) pro-
grams for young parents, and a home visitation nursing and parental education program for
first-time mothers.

e DPW extended TANF for post-60-month recipients.

The five-year federal time limit struck in March 2002, and, once again, no one was
quite sure what consequences long-term recipients would face. DPW encouraged everyone who
could work to do so, but ultimately — seven months after the time limit struck — it imple-
mented the Extended TANF program, which provided benefits to adults who were participating
as required in work-related activities.”' As before, DPW called in clients who were reaching the
five-year time limit. This time, all adults were called, including those who were subject to the
federal participation requirements as well as those whom Pennsylvania had deemed exempt.
The former group was now required to participate 30 hours per week in Work Plus, a new pro-
gram that provided vocational assessment and unpaid work experience to post-60-month recipi-
ents. The latter group was required to participate 30 hours per week in the Maximizing Partici-
pation Project (MPP), which up until 60 months was a voluntary program.

By the end of 2002, nearly 4,000 adults had been receiving TANF for 60 months or
more. Although the Extended TANF caseload increased each month, it was dynamic. Figure 3.3
shows that, each month, about 400 recipients reached the 60-month federal time limit and that
about 300 post-60-month recipients exited the rolls, resulting in a net increase of approximately
100 post-60-month recipients per month, or 1,200 per year. By the end of 2004, nearly 7,000
adults (about 22 percent of the adult caseload) were post-60-month recipients.

Several caseworkers criticized the Extended TANF policy for undermining one of the
core TANF reforms — the lifetime time limit — and all the associated messages and services
that were put in place to prepare recipients for the time limit. For example, the Time Out policy
was intended to reward those who voluntarily participated in employment-related activities, by

As explained in Chapter 1, federal rules made a distinction between TANF funds used to meet families’
ongoing basic “assistance” needs (such as cash benefits) from those used to offer supportive services to work-
ing parents (such as child care, transportation, and postemployment case management) or to help families
through short-term crises (for up to four months). TANF funds used for “basic assistance” were subject to time
limits and participation requirements, but “nonassistance” resources were more discretionary.

'Recipients who reached the 60-month time limit between March and October 2002 continued to receive
benefits under a “contingency” administrative category until Extended TANF regulations were final.
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“stopping the time-limit clock™ for up to a year. But the Extended TANF policy rendered time-
out credits essentially meaningless — and, for caseworkers, it rendered the already-difficult
processing chore futile.

But advocates, service providers, DPW administrators, and some caseworkers wel-
comed Extended TANF as a valid exception for the minority of families who were playing by
the rules but nevertheless were not achieving sustainable employment. Several survey respon-
dents suggested, however, that the post-60-month employment program, Work Plus, should be
restructured to offer different and more effective services than those that had not worked for the
past five years. DPW strove to restructure the Work Plus program in 2005, increasing employ-
ment targets closer to those expected of other types of programs.

e Theinitial push of the 24-month work trigger expired.

The last important point to note about welfare reform in Philadelphia during the period
from 2000 to 2002 is that the participation patterns that were so evident in the year following
the 24-month work trigger — sharp increases in employment and corresponding decreases in
education — had peaked and were subsiding.

New policies often result in noticeable caseload shifts the first time they become effec-
tive and afterward have a more subtle but continuing effect. The 24-month clock started in
March 1997, and its influence was evident in March 1999, when all the families who had con-
tinuously received TANF for the 24 intervening months reached the work trigger at the same
time. As these longer-term recipients exited the system, new clients entered, who were free to
participate in either education or employment services for up to two years. Thus, the initial push
of the work trigger expired once the caseload turned over. The 24-month clock for new entrants
was less synchronized, and its effects were more idiosyncratic. The participation trends in Fig-
ure 3.2 illustrate this dynamic. After September 2000, the number of adult recipients working
20 hours per week declined, and the number of adults in education and training increased. It is
important to note that this caseload cycle was already under way before the policy changes of
2003 to 2005.

From Enforcing Requirements to Improving Services (2003-2005)

Following a gubernatorial change in 2003, the Commonwealth of Pennsylvania ex-
panded education and training opportunities for TANF recipients, established a policy to pre-
vent sanctions, and redesigned employment services. The new administration also continued to
enhance services for the hard-to-employ and to improve the accessibility of income supports for
the working poor.
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As one DPW administrator explained, whereas the previous administration had pursued
a strategy of quick employment, the new administration aimed to address recipients’ barriers to
employment and to equip them with skills in order to promote self-sufficiency and prevent re-
cidivism in the long run:

The previous [administration’s approach to TANF] was . . . that getting a job
today was more important than dealing with long-term issues. And our view
is that we are trying to help people reach long-term success, and to reach self-
sufficiency. And we are willing to work with them, possibly extending their
stay on TANF, but that when they are done with their time on TANF, they
will not come back. They will not need to.

e DPW expanded education and training opportunities, and more adults
enrolled.

In December 2003, the administration enacted the Good Cause for Education policy: For
recipients who were enrolled in education and training, the initial job search requirement was
postponed, and hourly participation requirements were reduced. Caseworkers were instructed to
inform new applicants about education and training opportunities at each stage in the service tra-
jectory. They were encouraged to identify clients who, although not ready to work, could benefit
from part-time education while addressing other employment barriers. At the same time, DPW
provided TANF nonassistance funding to community colleges, to enable them to develop reme-
dial curricula for their work with TANF and former TANF families. As shown in Figure 3.2, the
number of clients pursuing education increased from January 2001 through March 2005.

Like most policy changes, the Good Cause for Education policy elicited mixed reviews
from Philadelphia caseworkers and administrators. Some expressed concern that it sent a new,
perhaps unrealistic message to recipients — that they could defer work as long as they were
engaged in a viable education program. Others interpreted the policy as entirely consistent with
the spirit of Pennsylvania’s two-tiered participation structure, which was designed to offer sup-
port for the first 24 months and then to become increasingly prescriptive for individuals who did
not make adequate progress toward self-sufficiency.

To the advocates, the Good Cause policy was an unambiguous good. One of their main
criticisms of Pennsylvania’s participation mandates was that they interfered with recipients’
education and training plans. To them, the initial eight-week independent job search require-
ment seemed almost an impediment, especially since, after that, clients could resume self-
directed activities for up to 24 months.”

2See Michalopoulos et al. (2003).
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e DPW issued the Sanction Prevention policy, and the sanctioning rate
sharply declined.

In May 2004, DPW issued the Sanction Prevention policy. Drafted over a five-month
period by a working group of administrators and legal advocates, it emphasized that “sanctions
should be used only as a last resort” and offered specific guidance on the mandatory review and
referral actions that must be completed prior to issuing a sanction. As part of the policy, DPW
instituted a mandatory pre-sanction review through the Community Connections Initiative
(CCI), discussed above, which was expanded to serve 24 counties. The introduction to the
memo explains:

Given the extremely serious nature of sanctions and their effect on families
and especially children, we want to emphasize that sanctions should be used
only as a last resort. Sanctions are only appropriate when it is clear that there
is willful non-compliance and good cause does not exist that would excuse
the non-compliance. Sanctions should be seen as a last resort since they do
not directly contribute to self-sufficiency and may cause further problems,
such as homelessness, that slow down the path to employment. Missing an
appointment or arriving a few minutes late, while unacceptable behavior, are
not enough, standing alone, to warrant a sanction. . . . It is not DPW policy to
invoke the sanction process for clients who are willing to participate but
might not fully understand the obligations of the working world.”®

Within three months, the proportion of adults in sanction status dropped from 6 percent to 3 per-
cent, where it remained through March 2005 (Figure 3.2).

As discussed above, when the first cohort of families began reaching the 24-month
work trigger in March 1999, staff were instructed to interpret willful noncompliance more
strictly, and the proportion of the adult caseload in sanction status more than doubled. Now, un-
der the new administration, staff were instructed to grant good-cause exemptions more broadly,
implementing sanctions only as a last resort:

I think what we said was, “Sanctions are serious. We should all take them seri-
ously. And therefore we should follow a certain rational process before we im-
pose them. And that process ought to be a fairly in-depth investigation into the
circumstances that surrounded the noncompliance.” Our statute uses the phrase
“willful noncompliance,” and so the whole purpose of this is to put some effort
into finding out, “Was this ‘willful noncompliance?’” . .. Now, what we didn’t

ZPennsylvania Department of Public Welfare (2004b).

67



anticipate, and I will admit, is that caseworkers would follow what they per-
ceived as the path of least resistance, which is that if somebody is going to
make you justify a sanction, then just don’t get started on the process.

— DPW Administrator

The Career Development Unit workers, district office managers, and administrators
who were interviewed complained that the Sanction Prevention policy undermined their ability
to help clients, by removing a consequence that enabled them to enforce participation require-
ments. They explained that they had always been reluctant to issue sanctions, doing so only af-
ter many chances to comply with requirements and only as a last resort. In their view, sanctions
worked — as an incentive for recipients to stay in communication and, ultimately, in compli-
ance — and, when enforced, sanctions actually changed behavior:

[In the past] we were very lenient. We said, “Just come in and talk to us.” . . .
And the people that were previously sanctioned, . .. they were more forth-
coming. They were the first ones on the phone to say, “Listen, this happened;
I couldn’t go.” And they would be in the oftfice. If they were late in coming
in for the program, they would come right to the office or page us, and say,
“Listen, I’'m really sorry — whatever the reason,” and we’d say, “Fine, go in
next week; no problem.” But now, without the sanctioning, they don’t even
[contact us].

— Career Development Unit Worker

DPW issued another memorandum to clarify the sanctioning policy in January 2005. It
reemphasized that “a sanction is the last, least-desirable step of a deliberate process designed to
motivate required behaviors” while acknowledging that sanctioning “remains a legislatively
mandated tool.” It outlined a seven-step process for the appropriate issuance of sanctions and
offered three case studies as examples of their appropriate use.

e DPW launched neighborhood service centers and redesigned service de-
livery.

Based on a series of meetings with employment and training providers, advocates, and
recipients — along with reviews of case files and administrative records — the new administra-
tion began to articulate a new vision and to outline new service models for employment and
training. Consensus emerged that too many clients were cycling from program to program and
that serious employment barriers were going undetected until too late in the service trajectory.
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DPW resolved to help more recipients take advantage of education and training opportunities
and to reduce “client churn.”**

In 2004, DPW hired Deloitte, an international consulting firm, to help articulate a vision
for improvement in the Philadelphia County Assistance Office (PCAO). Central to the new vi-
sion is the concept of “customer care,” which the report defines as “a compassionate delivery of
social benefits to disenfranchised citizens.”* The report conveys the new administration’s deci-
sion to shift resources to strengthening service delivery.

99 6y

It describes an organization characterized by “heavy client traffic,” “inefficient work
flows,” “continually shifting caseloads,” and an “undue volume and use of paper.” The report
describes how the simultaneous dissemination of new policies from DPW to Philadelphia ad-
ministrators and staff left little time to properly stage and execute implementation. Communica-
tion was further complicated by the volume of policy changes (for example, more than 20 new
policy changes in one week in August 2004) and by the “legalese” of policy directives. Workers
used as many as 22 separate management information systems. Advocates complained that civil
service union regulations to equalize workloads resulted in continually shifting and periodically
uncovered caseloads.

In 2005, DPW piloted two neighborhood Employment, Advancement, and Retention
Network (EARN) Centers, reminiscent of the Greater Philadelphia Works program that was
championed by then Mayor, now Governor Rendell. As in that program, case management ser-
vices were contracted to private providers, each of which was assigned a geographic service
area. EARN Centers were designed to provide in-depth assessment to inform service referrals
and a single community-based point of service for job search, General Educational Develop-
ment (GED) preparation, adult literacy and computer training, crisis intervention, and commu-
nity work experience. DPW plans to implement 10 EARN Centers in order to provide greater
continuity of care, assigning one case manager to work with a customer “for life.” Through
more consistent and closer monitoring, DPW hopes to reduce “program hopping” — clients
starting but not completing multiple programs.

The neighborhood service centers pilot program is just one component of a redesign of
employment and training services, and five additional elements are worth noting. First, most
Philadelphia TANF employment services were coordinated through the umbrella Single Point of
Contact (SPOC) program. A legacy of the Job Training Partnership Act (JTPA) of the 1980s,
SPOC inherited JTPA’s heavy emphasis on education and training. In 2004, the Philadelphia
Workforce Development Corporation (PWDC) made a small but important administrative change

**Pennsylvania Department of Public Welfare (2006).
»Deloitte & Touche USA (2004).
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to employment services: It established entrance requirements for training programs. Clients who
could not read at the eighth-grade level were referred to training programs that had suitable curric-
ula. PWDC claimed that this change alone reduced program terminations by 16 percent.

Second, to rein in the extraordinary costs of providing supportive services (such as tui-
tion, textbooks, uniforms, and tools) for clients who start multiple programs, DPW limited each
individual to one significant training opportunity in a lifetime.

Third, in November 2004, DPW determined that all program providers could refer cli-
ents to the Maximizing Participation Project (MPP). Previously, referrals to MPP were made
only by the caseworker in the County Assistance Office, immediately after the client’s initial
assessment. Recognizing that employment barriers often surface later in the service trajectory,
DPW allowed program providers to refer clients back to MPP for formal assessment and treat-
ment. So, for example, a job training provider who realized that an individual was struggling
with a serious employment barrier (such as a learning disability, domestic violence, or sub-
stance abuse) could refer her directly to the MPP provider, without sending her back to a
Square 1 assessment with the caseworker. Recognizing that some employment barriers are sub-
tle, DPW broadened the scope of who could be referred to MPP to include those who repeatedly
failed other programs. For example, a job training provider who realized that a client was not
making progress after several attempts could refer her to MPP without waiting for an official
assessment of a serious employment barrier. Meanwhile, DPW allowed MPP providers to co-
enroll MPP clients in the intensive training opportunities offered by the SPOC program, allow-
ing those who are receiving the intensive assessment and therapy provided by MPP to simulta-
neously benefit from the employment training services offered through the SPOC program.

Fourth, in 2005, DPW and PWDC planned to combine pre-24-month and post-24-
month SPOC into a single program, with centralized intake and assessment. Clients were to be
referred to one of three tracks — training, training and placement, or direct placement — based
not on their pre- or post-24-month status but on a thorough and formal assessment that ad-
dressed several components of work readiness. The Tests of Adult Basic Education (TABE)
were used to diagnose literacy and numeracy. The psychosocial Employment Development Re-
tention Plan (EDRP) was used to detect barriers relating to substance abuse, mental health, and
domestic violence. Through the Self-Directed Search (SDS) curriculum, clients engaged in an
exploration of their career interests, aptitudes, and opportunities; they also created an employ-
ment portfolio that provided the types of identification and checks of criminal history and child
maltreatment that many employers require.

Fifth, in August 2005, DPW implemented a diversion program, which used TANF non-
assistance funds to offer one-time payments to TANF-eligible families as an alternative to on-
going cash assistance. The diversion payment was equivalent to one to three months of cash
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assistance payments and could be used to meet expenses for work, housing, car repairs, or child
care. The program was available to employed or recently employed families who met TANF
eligibility requirements and demonstrated a need for a one-time cash assistance payment.
Through March 2006, the diversion program served 126 families, including 102 evacuees of
Hurricane Katrina.*

o DPW moved moreaggressvely toward universal engagement.

In June 2005, DPW issued the Long-Term Success — Universal Engagement policy,
which emphasized that all recipients must engage in work or an approved employment activ-
ity.”” Specifically, the Universal Engagement policy requires all recipients to participate in ap-
proved activities within three weeks of coming onto the rolls. It instructs caseworkers to contact
each recipient on their caseload, in order to review opportunities to participate and to update
service plans and administrative records. A second memorandum, issued in October 2005, in-
structs case managers to follow up with recipients who were assigned to activities but did not
attend. Under the heading “What if the client won’t comply?” the memo explains, “It is antici-
pated that there may be a rise in the number of sanctions that corresponds to the increased de-
mands on clients.”® Indeed, the monthly number of new employment- and training-related
sanctions more than tripled, from 212 to 693, in the first year following the June 2005 Universal
Engagement memo.” DPW estimates that these policies have significantly increased participa-
tion, from 7.5 percent in federal FY 2004 to 18.6 percent in March 2006, but acknowledges that
it has a long way to go to meet the revised federal participation rates embodied in the 2005
Deficit Reduction Act.”

Coalitions to Provide Intensive Services and Work Supports

Another factor that influenced welfare reform in Pennsylvania was the active engage-
ment of private sector legal advocates, academics, service providers, and welfare rights organi-
zations. As mentioned in Chapter 1, the Pennsylvania TANF system is state-administered, with
most decision-making authority residing in Harrisburg, under the Department of Public Welfare
(DPW). For their part, Philadelphia legal advocates, social service providers, and academics
bring an understanding of Pennsylvania policies and administrative practices that is grounded in
their daily professional engagement. Through formal advisory boards, task forces, policy briefs,

*Communication from Pennsylvania Department of Public Welfare, July 2006.

*’Pennsylvania Department of Public Welfare (2005a).

**Pennsylvania Department of Public Welfare (2005b).

*Communication from Pennsylvania Department of Public Welfare, July 2006.

3%Pennsylvania Department of Public Welfare (2006). The Deficit Reduction Act of 2005, which reautho-
rized the TANF program, “reset” the caseload reduction credit. As of October 1, 2006, adjustments to partici-
pation rates are based on caseload declines after 2005, rather than after 1995.
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and informal venues, they frequently engage DPW in dialog about improving policies, prac-
tices, and services. For example, unlike Medicaid and several other federal programs, TANF
does not require states to establish advisory boards. Nevertheless, for many years, DPW has
voluntarily convened the Income Maintenance Advisory Committee to participate in prioritiza-
tion and planning, to comment on policy proposals, and to recommend administrative changes.

When they achieved consensus, DPW administrators and staff formed broad coalitions
with Philadelphia advocates and service providers to meet the challenges of welfare reform.
This section discusses how these coalitions helped DPW to address the second and third chal-
lenges of welfare reform: providing services to recipients who have acute or multiple employ-
ment barriers and providing income supports to the working poor.

Coalitions That Serve Recipients Who Have Employment Barriers

In 1997, DPW partnered with the city, a private foundation, and a nonprofit research or-
ganization to form what soon became one of the nation’s largest transitional work programs,
Philadelphia@Work. In May 1997, just two months after Act 35 reformed Pennsylvania’s welfare
system, Mark Alan Hughes wrote an editorial in the Philadelphia Inquirer calling for a supported
work experience program for long-term welfare recipients. Hughes — then vice president of Pub-
lic/Private Ventures, a social policy research firm — argued that a supported work program would
enable long-term welfare recipients to satisfy the participation requirement while earning a wage,
claiming the Earned Income Tax Credit (EITC), receiving supportive services, and building a per-
sonal work history.’" The editorial prompted a series of discussions among representatives from
DPW, the city, Public/Private Ventures, and the Pew Charitable Trusts (which offered a planning
grant). During a nine-month planning period, they designed “Philadelphia@Work,” a six-month
supported work program offering 25 hours of subsidized employment at the minimum wage along
with a TANF wage subsidy, child care and transportation subsidies, and 10 hours of professional
development services.”> Within a few years, the Transitional Work Corporation (TWC) — the
nonprofit organization that was chartered to administer Philadelphia@Work — was one of the
largest supported work providers in the nation.

Advocates were also particularly effective in representing subgroups of recipients for
whom standard reform policies were inappropriate or ineffective — notably, victims of domes-
tic violence, speakers of languages other than English, and ex-offenders. Three examples are
illustrative. First, in 1997, DPW formed a Domestic Violence Task Force to design policies,
staff trainings, and services for victims of domestic violence. Legal advocates commended
DPW for its responsiveness to the policy recommendations of this task force. Second, con-

*'Hughes (1997).
32Greenwald (2002).
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cerned that participation requirements were simply not being communicated effectively to
Spanish-speaking clients at risk of sanctions, Congreso de Latinos Unidos, Inc. — a North
Philadelphia community-based organization — piloted a sanction-remediation program that
DPW eventually instituted as the Community Connections Initiative (CCI). In response to peti-
tions from advocates, the Office for Civil Rights of the federal Department of Health and Hu-
man Services (HHS) reviewed DPW services and made a series of recommendations, including
translation of all vital documents. Third, advocates petitioned the Pennsylvania legislature to lift
the ban on TANF assistance for applicants with prior drug convictions.*** They succeeded in
February 2004, when the Pennsylvania legislature enacted Act 44.

Coalitions That Provide Accessible Work Supports

In early 2003, TWC spearheaded another successful public-private partnership, the
Campaign for Working Families, a citywide public relations campaign to help low-income
working families file for the Earned Income Tax Credit (EITC). Nationally recognized for its
successful implementation, the campaign was conceived by Hughes and sponsored by the Pew
Charitable Trusts and the Annie E. Casey Foundation. Perhaps most striking was the breadth of
the campaign’s mobilization. Local social service and advocacy organizations — notably,
Pathways PA, Inc. — offered public benefits and financial counseling. The United Way of
Southeastern Pennsylvania provided organizing assistance. Large public and private organiza-
tions like Philadelphia Public Schools and Philadelphia Gas Works helped to spread the word
among local television and newspaper media outlets, churches, libraries, community develop-
ment corporations, and labor unions. Despite reductions in the number of Volunteer Income
Tax Assistance (VITA) sites supported by the Internal Revenue Service (IRS), total tax returns
filed at VITA sites between 2002 and 2003 increased by 66 percent, to 8,846, and the percent-
age of Philadelphia filers claiming the EITC rose 5 percent, to 156,227.%

Advocates also monitored take-up rates of income supports among low-wage workers
and suggested policy and administrative reforms for increasing access. For example, they ex-
plained that DPW could make child care more accessible by eliminating such unnecessary eli-
gibility restrictions as child support registration requirements and sibling and grandparent deem-
ing.** And Pennsylvania legal advocates helped DPW to align food stamp and Medicaid re-
source determination policies.

»Because Pennsylvania’s welfare plan was enacted before PRWORA, it did not opt the state out of the
federal lifetime ban on TANF and food stamps. Had it been enacted after PRWORA, legal advocates claim
that it would have.

**Hirsh (1999).

3*Houstoun (2004).

3%pennsylvania Welfare Coalition (2002).
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Perhaps the clearest example was in December 1998, when Philadelphia advocates
alerted DPW that Philadelphia children were much less likely than other children statewide (55
percent versus 92 percent) to retain Medicaid after their parents left TANF.”” Advocates argued
that this disparity in Medicaid retention rates reflected procedural problems in the Philadelphia
County Assistance Office. Citing legal precedent, they argued that it was the state’s responsibility
to offer six months of presumptive transitional Medicaid assistance to families who left TANF
and to reinstate Medicaid eligibility for the families who were cut off without sufficient notice.

This issue struck a responsive chord. For many years, Pennsylvania has taken the issue
of health care coverage very seriously. It was one of the first states to implement a State Chil-
dren’s Health Insurance Program (SCHIP), in 1992, which served as a model in some respects
for the federal program of 1997 and was one of only three state programs “grandfathered in” to
the federal program. Pennsylvania also enrolls a higher proportion of eligible families in Medi-
caid than most states do.*®

Alerted by advocates that Philadelphia children were inexplicably losing Medicaid cov-
erage, DPW redoubled its efforts to find and correct procedural gaps and to restore benefits to
those who lost them. DPW significantly redesigned its automated system to ensure that recipi-
ents leaving cash assistance were automatically enrolled in transitional Medicaid. The agency
provided staff training, revised its Medicaid Assistance Handbook, mandated supervisory re-
views of all Medicaid assistance terminations, and required its subcontracted employment
placement providers to provide DPW with wage information for TANF recipients who were
placed in jobs (information that is essential to Medicaid eligibility determination). In July 1999,
DPW announced its intention to reinstate transitional Medicaid eligibility for approximately
32,000 families. TANF leavers for whom DPW had income information at the time of TANF
exit were reinstated for six months of transitional Medicaid. Families for whom DPW did not
have the required income information were reinstated for 60 days and were mailed a one-page
application form in a self-addressed, stamped envelope. DPW agreed to spend $290,000 on
public service advertisements during the 60-day grace period and to require its independent en-
rollment counselors to make follow-up phone calls to eligible families. That fall, DPW stopped
requiring face-to-face Medicaid redeterminations for applicants who had children.

Reflecting its historic strengths in this area and these concentrated improvements, Penn-
sylvania ranked first among the states in Medicaid/SCHIP enrollment in each year that HHS’s
Administration for Children and Families tracked the measure — 2001, 2002, and 2003 — and
it was awarded a cumulative performance bonus of $12.6 million over the three years. Advo-
cates applauded DPW’s responsiveness on this issue:

’Community Legal Services and Pennsylvania Health Law Project (1998).
*Birnbaum (1998).
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Pennsylvania is one of the first states to take these bold steps to reinstate fami-
lies’ coverage and make important system changes to stop future inadvertent
[Medicaid assistance] cut offs. Staff at HCFA [the federal Health Care Financ-
ing Administration] and the Pennsylvania Department of Public Welfare
should be congratulated for their hard work on these important issues.”

Summary and Conclusions

In policy, Pennsylvania imposed moderate participation requirements with strict sanc-
tions. It imposed the minimum participation requirements allowable under federal law — 20
hours per week for recipients with 24 months of cash assistance receipt. But these requirements
were enforced with more severe sanctioning policies than required by federal legislation: full-
family sanctions and a lifetime ban on cash assistance for the third infraction.

In administration, DPW’s priorities evolved through three fairly distinct phases. Be-
tween 1997 and 1999, DPW realigned employment services to a mandatory participation
model. Between 2000 and 2002, DPW strictly enforced participation requirements for post-24-
month adults who were out of compliance but at the same time offered new and extended ser-
vice opportunities to families who were “playing by the rules.” Following a gubernatorial
change in 2003, the state charted a different course for welfare reform — one that is focused on
service delivery.

In practice, legal advocates and social service providers were actively engaged in shap-
ing Pennsylvania’s welfare policies. DPW formed broad coalitions with advocates to address
the second and third challenges of welfare reform: offering services to recipients who have se-
vere or multiple employment barriers and extending income supports to low-wage workers.

Although in principle the pre- versus post-24-month triage and modest hourly requirements
balanced the goals of providing short-term assistance while preventing long-term dependence, in
practice these policies worked against engaging clients in work-related activities to the extent re-
quired by federal legislation. Pennsylvania has consistently been listed at the bottom of annual fed-
eral reports on all-family participation rates. In 2003, Pennsylvania ranked second to last.

Under the current gubernatorial administration, DPW is piloting neighborhood service
centers in order to provide more continuity and coordination in case management. Administra-
tors have also acknowledged the need to move toward immediate, universal engagement. In the
past, some factions demanded service-quality reforms commensurate with participation man-

3 9Community Legal Services, Philadelphia Citizens, Children, and Youth, the Pennsylvania Health Law
Project (1999).
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dates. Others argued that consistent implementation of time limits and participation mandates
would simultaneously enhance institutional performance and would assist clients more effec-
tively. What remains to be seen is whether, starting with client care and service quality, DPW
can build consensus to also improve short-term impacts on participation and longer-term im-
pacts on employment, retention, and advancement.
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Chapter 4

Continuing Effects of Welfare Reform?
An Extended Analysis of Entry, Exits, and Employment

One goal of the Temporary Assistance for Needy Families (TANF) program is to move
people from welfare to work. Earlier MDRC studies examining the effects of TANF in Cuya-
hoga and Philadelphia Counties reported mixed evidence that TANF exceeded ongoing trends,
despite operating under the most favorable of conditions for welfare reform: one of high labor
market demand and ample resources to support families in the process of moving from welfare
to work.' The late 1990s — the focal period of MDRC'’s earlier studies — was a period of pro-
longed economic expansion with a notable decline in unemployment. In addition, states and
localities had unprecedented amounts of money to spend on welfare programs, particularly em-
ployment-related services, owing to a combination of stable TANF funding (a five-year block
grant based on pre-TANF spending levels) and a rapid decline in caseloads.

In Cuyahoga County (Cleveland), the earlier MDRC study reported some changes in
recipients’ behavior that could be attributed to Ohio Works First (OWF) — the state’s welfare
reform program, which was implemented in Cuyahoga in October 1997 — but not as many
changes as expected. Although welfare receipt declined and employment increased among wel-
fare recipients between 1992 and 2000, these trends began prior to OWF and were not signifi-
cantly altered once welfare reform got under way, suggesting that the changes largely reflected
the strong economy and other factors. There is evidence, however, that reform sped up the rate
at which long-term recipients left welfare and that it reduced the number of food stamp recipi-
ents who later received cash assistance. Table 4.1 summarizes the findings on these earlier wel-
fare-related outcomes in Cuyahoga.

In Philadelphia County, the estimated effects on welfare receipt and employment of
Pennsylvania Act 35 — the state’s welfare reform policy, which was enacted in March 1997 —
were only slightly more pronounced than in Cuyahoga and were not as large as expected by both
proponents and opponents of the 1996 federal reforms. Between 1995 and 2002, welfare receipt
in the county declined by about half, and employment increased among welfare recipients.
Changes in the trends after the 1996 reforms suggest that TANF increased employment (espe-
cially employment lasting less than one year), increased recidivism, and reduced welfare receipt

'For the earlier report on Cuyahoga, see Brock et al. (2002); for the earlier report on Philadelphia, see
Michalopoulos et al. (2003).
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Table4.1

Comparison of Welfare-Related Outcomes Through 2001
in Cuyahoga County (Ohio) and Philadelphia County

Outcome Cuyahoga County Philadelphia County
TANF program Ohio Works First (OWF) TANF
Welfare reform October 1997 March 1997

implemented

Time-limit policy

Prior experience with

time limits through

waivers

Effects of time limit

Trend in welfare receipt

Welfare exits

Welfare entry

Employment

36 months of aid then ineligible
for 24 months; lifetime limit of 60
months

Waiver not approved in 1995, but
welfare-to-work program in place
for all adult recipients at that time

Not able to analyze

Decline over time, beginning
before the implementation of
OWF

Increased rate of exit, particularly

for long-term recipients

Reduced movement from food
stamps to cash assistance

No evidence of increased
employment

24-month “work trigger”; lifetime
limit of 60 months

None

Sudden changes in March 1999
(the 24-month work trigger) for
long-term recipients

Slow decline over time prior to
TANF; steady decline after 1996

Increased exits of long-term
recipients, especially after 2-year
time limit

Increased recidivism and reduced
movement from food stamps to
cash assistance

Increased employment,
particularly unstable employment

SOURCES: Brock et al. (2002); Michalopoulos et al. (2003).
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among long-term recipients.” The trends in welfare caseloads and employment began before
TANF, however, suggesting that the strong economy and other factors — such as the expanded
federal Earned Income Tax Credit (EITC) — also played an important role. While the five-year
lifetime limit on cash assistance did not fall within this period, Pennsylvania’s 24-month work
trigger did, in March 1999. However, only one sudden change in welfare receipt occurred when
families began reaching the two-year time limit, and that change was limited to long-term recipi-
ents. See Table 4.1 for a summary of the earlier findings in Philadelphia.

Given such little change that is clearly attributable to the 1996 reforms during the early
studies discussed above, why extend the analyses? Several reasons make this extended study
important:

1. As mentioned above, the original studies captured the best period for welfare
reform. Strong economic expansion and declining caseloads resulted in high
labor market demand and ample resources to support families in the process
of leaving welfare to work. The earlier findings suggest that the strong econ-
omy was a driving force, perhaps stronger than welfare reform itself. In con-
trast, the recession that occurred in 2001 and continued to affect employment
through 2003 allows a look at welfare reform in a period of a weak economy
and one with budget coffers not as flush with funds.

2. The earlier studies, like this extension study, focus on big-city welfare agen-
cies — institutions that tend to resist change. While the earlier studies report
significant service changes in Cuyahoga and more gradual changes in Phila-
delphia, this follow-up analysis provides an indication of whether regression,
stagnation, or improvement in agency operations and services has occurred
in the intervening years. As Chapters 2 and 3 discuss, many changes in
agency operations occurred since the publication of MDRC’s earlier studies,
and many of them might directly affect recipients’ behavior. Yet it is impor-
tant to recognize that data collection for this analysis ended long before the
end of the study periods reported in those chapters, particularly in the case of
Philadelphia.

3. Data collection for the earlier studies ended in 2000 for Cuyahoga (just as
time limits set in) and in 2001 for Philadelphia (before they set in). This ex-
tension study allows a look at the period after time limits took effect in each

?Although both Cuyahoga’s and Philadelphia’s TANF policies did not begin until 1997, this report refers
to both the federal and the state reforms as “1996” reforms.
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county, and, in the case of Philadelphia, it provides an opportunity to learn
whether the changes that occurred near the 24-month work trigger continued.

This chapter investigates the effects of TANF by comparing patterns of welfare receipt
and employment over time.’ If the 1996 reforms had an effect on caseloads and employment,
the patterns after 1997 should look different than the patterns before reform.*

Although the 1996 reforms could have affected many outcomes, this chapter focuses on
only a few: whether cases were deterred from receiving cash assistance, how quickly cases
closed, whether cases were reopened, and whether employment and employment stability
among recipients increased. These outcomes represent some of the express goals of welfare re-
form. The employment outcomes are of particular interest, because they underscore the ability
of recipients to support themselves and their families through work. This has become increas-
ingly important in light of federal lifetime limits on cash assistance receipt. The data used in this
chapter include information up to the end of 2003 but do not cover the period after 60 months,
when families began reaching the lifetime time limit.

Summary of Findings

This chapter presents results for a number of findings related to whether people came
onto welfare faster or slower after the 1996 reforms were implemented in Cuyahoga and Phila-
delphia Counties. Many of the results are quite similar to what was found in earlier reports, in-
cluding the results for long-term recipients, which stand out for their robustness. Long-term re-
cipients left welfare faster after reform was implemented than before, in both Cuyahoga and
Philadelphia Counties, and these findings continue despite the economic downturn, the execu-
tion of time limits, and budget pressures that resulted in some retrenchment of service offerings.

Here is a brief summary of other findings:

e During the 1990s into the early 2000s, welfare caseloads declined by re-
cord levelsin both counties. Cuyahoga County experienced an 85 percent
decline in the caseload between 1993 and 2003, while Philadelphia experi-
enced a 72 percent decline between 1993 and 2001; both declines were larger

*For a detailed discussion and evaluation of this method, which is called “multiple cohort design,” see
Michalopoulos, Bos, Lalonde, and Verma (2000).

*Some people consider the “gold standard” of policy evaluation to be randomly assigning people either to
a program group, which is subject to the rules of the new policy, or to a control group, which is subject to the
former policy. In a random assignment study, the control group represents what would have happened in the
absence of the new policy. Unfortunately, a random assignment study of the 1996 reforms was not practical,
because the reforms were so well publicized that knowing about them might have influenced the behavior of
control group members.
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than the nationwide caseload decline of about 59 percent over a similar pe-
riod.” The behavior of welfare recipients in both counties changed over time
in offsetting ways that were consistent, on average, with reduced caseloads.
For instance, fewer people came onto the rolls at the end of the period than in
1993, and cases closed faster at the end of the period than in 1993.

Although long-term recipients shortened their stays on TANF, the rate
of case closures among all recipients did not change much after the im-
plementation of reform. Before the implementation of OWF, the proportion
of cases that closed in Cuyahoga County within a specified period of time —
say six months — was gradually increasing, and the closure rate was fairly
stable in Philadelphia County. After 1997, these trends changed, and cases
closed slightly slower than expected. These outflows may have been associ-
ated with a policy change that encouraged work but allowed longer welfare
spells by allowing recipients to receive benefits even with increased earnings.
As mentioned above, long-term recipients are the exception to these findings,
with reform appearing to have especially increased the rate at which long-
term cases closed.

Employment levels and trends differed between the two counties. Earlier
MDRC reports suggest that employment among welfare recipients was
steady and did not increase in Cuyahoga County after TANF was imple-
mented. After 2000, however, the proportion of new welfare recipients who
went to work declined in Cuyahoga County, and there was a decrease in sta-
ble employment, perhaps reflecting the recession that occurred at that time.
Although employment levels among welfare recipients were lower in Phila-
delphia than in Cuyahoga, they grew over time and accelerated after TANF,
suggesting that welfare reform encouraged a movement to work. Unfortu-
nately, data for new welfare recipients in Philadelphia for the period after
2000 were not available for this analysis.

The Expected Effects of Reforms

In Cuyahoga County, OWF might have affected behavior in several ways before fami-
lies encountered the program’s time limit. The mandatory employment-focused welfare-to-
work program should have helped people move to work and get off welfare faster. The time

*Data for nationwide caseload declines are calculated from U.S. Department of Health and Human Ser-
vices, Administration for Children and Families (2000). Data for Cuyahoga and Philadelphia Counties are cal-

culated from administrative records.
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limit on cash assistance should also have encouraged some people to leave welfare sooner —
especially families with young children — in order to “bank” their time. The enhanced earned
income disregard might have encouraged welfare recipients to work, but it also would have al-
lowed more of them to stay on welfare while working. And the state’s TANF diversion policy
— the Prevention, Retention and Contingency (PRC) program — should have provided an al-
ternative to cash assistance for some families. In short, most of the components of OWF should
have encouraged welfare recipients to leave the rolls and find work faster, and the policies
should have discouraged those who were at risk of receiving welfare from coming onto the
rolls. However, the enhanced earnings disregard might have reduced or reversed the effects on
welfare receipt by allowing people to continue receiving welfare while they worked. In addi-
tion, changes that occurred between 2000 and 2003 — after MDRC’s earlier report — suggest
that Cuyahoga’s targeted work programs and continued strict enforcement of participation re-
quirements should result in increased or steady employment outcomes for those clients who
remain on the rolls, even though such clients may be harder to serve than in the past. Further,
the increased use of noncash benefits in Cuyahoga suggests that the number of recipients mov-
ing to cash assistance from only food stamp receipt should continue to decline, while the num-
ber of recipients moving from cash assistance (with or without food stamp receipt) to food
stamps only should increase over time.

In Philadelphia, mandatory employment-focused welfare-to-work services should have
helped people move to work and off welfare faster. Anticipation of the lifetime time limit might
also have encouraged some people to leave welfare faster.® Finally, the simplified enhanced
earned income disregard might have encouraged welfare recipients to work, but it would also
have allowed more of them to stay on welfare and more of them to begin receiving welfare.
MDRC’s earlier report found that many of Philadelphia’s policies were not strictly imple-
mented. Since that report, a greater proportion of the caseload has been exempt from participa-
tion requirements, suggesting that an employment increase among those remaining on the rolls
should not be expected. In fact, given that a large proportion of adults was not combining wel-
fare and work and that a sizable proportion was enrolling in education instead (as discussed in
Chapter 3), it would be reasonable to expect a decline in employment.

Data and Outcomes

The analysis in this chapter uses administrative records for cases with children in Cuya-
hoga County who received cash assistance or food stamps. This consists of 379,515 recipients in

%This motivation may have existed in the period prior to Pennsylvania’s offer of Extended TANF benefits
to families who exhausted their 60-month benefit period but who continued to comply with participation re-
quirements. As described in Chapter 3, Extended TANF may have lessened the strength of messages about the
lifetime limit.
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116,804 cases that opened with both an adult and at least one child between 1993 and 2002. For
Philadelphia, this chapter uses administrative records for cases that received cash assistance, food
stamps, or Medicaid between January 1993 and July 1999. This includes 513,050 recipients in
126,759 cases that began with both an adult and children. Individuals who had begun receiving
public assistance by July 1999 are followed through administrative records until December 2003.’

The administrative records from both counties contain information on food stamps,
cash assistance eligibility, and earnings as reported to the respective state’s unemployment in-
surance (UI) system. Because work requirements, time limits, and other welfare reform policies
apply only to welfare cases headed by adults and because child-only cases became more impor-
tant during the 1990s yet subject to different rules, the analyses in this chapter are limited to
cases that contain an adult.

Administrative data contain accurate information, but they have several limitations.
First, they are limited to activity in the respective state. If recipients move to another state, they
will be counted as though they did not receive public assistance and did not work. This may be
a notable limitation for the Philadelphia employment analyses, inasmuch as Philadelphia bor-
ders New Jersey and other studies have found significant cross-state employment. Second, the
UI data do not include information on workers who are self-employed, who provide informal
child care, or who do work that is “off the books.” Third, UI records report earnings by calendar
quarter and, therefore, provide only rough measures of employment duration and stability. For
instance, people who began working or who changed jobs during a calendar quarter probably
experienced weeks of joblessness that UI records do not capture. Finally, Ul records report total
earnings, not hours worked per week, weeks worked per quarter, or hourly wages.

Although a range of issues could be addressed in this analysis, this chapter focuses on
the following questions.

¢ Did OWF in Cuyahoga and Pennsylvania’s Act 35 in Philadelphia alter the
likelihood that a case received cash assistance? This question is further di-
vided into two parts:

e Did the 1996 reforms cause fewer or more cases to open or to reopen
(return to welfare) once they had left?

e Did the 1996 reforms cause welfare cases to close faster?

"The sample consists of new recipients through July 1999 because of a slight change in Philadelphia’s sys-
tem of recording new recipients that resulted in uncertain case affiliation after that point. This limits the analy-
sis of the full effect of Philadelphia’s time limit and the effect of policy changes implemented after July 1999
on new cases. The analysis does account, however, for the effect of such later policy changes on cases that
started receipt prior to July 1999.
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e Did OWF and Act 35 increase employment, and did that result in stable em-
ployment?

As mentioned above in the Summary of Findings, the most robust results reported in
this chapter are the exit findings for long-term recipients. (See below: “Did the 1996 Reforms
Encourage New Welfare Cases to Close Faster in Cuyahoga and Philadelphia?”’) The discussion
commences, however, with a descriptive analysis of entry — to highlight the relation of the
methodology to caseload changes, to examine the possible effects of time limits, and to intro-
duce the data used in the analyses. The chapter then explores the questions of whether the 1996
reforms were associated with changes in entry and exit patterns. The concluding section of the
chapter then examines the effects of the reforms on employment.

Did the 1996 Reforms Alter the Likelihood That a Case Received
Cash Assistance?

Welfare caseloads could have declined in both Cuyahoga and Philadelphia Counties
during the 1990s through two mechanisms: People could have come onto the rolls in smaller
numbers, or they could have left the rolls in greater numbers. This section analyzes the two ex-
planations separately. Some components of each county’s welfare reform were designed to af-
fect one mechanism more than the other. For example, the participation requirements, work
rules, and strict adherence to time limits might deter people from coming onto welfare, while
employment programs and services are intended primarily to help people leave welfare. Wel-
fare entry and exit are also examined separately, because reduced entries and increased exits
have different implications for how the caseload changes over time.*

Descriptive Results

This section begins by looking descriptively at what happened to each county’s welfare
caseload and welfare entries and exits over time. In the top panel of Figure 4.1, the solid graph
line shows the number of open welfare cases that included an adult each month between 1993
and 2002, and the dotted line shows the number of unemployed individuals each month (for a
slightly longer period) in Cuyahoga County. The figure confirms what is shown in Chapter 2:
Welfare caseloads were near their highest levels toward the beginning of 1993 and declined
thereafter. In fact, welfare caseloads dropped markedly since 1997. The darker vertical line in
the top panel of Figure 4.1 represents October 1997, when OWF began in Cuyahoga. Points to
the right of the line represent the caseload and unemployment levels after OWF began, and
points to the left of the line represent the caseload and unemployment levels before OWF. Note

*Klerman and Haider (2001).
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The Project on Devolution and Urban Change
Figure4.1l

Number of Open Welfare Cases Each Month and Number of Unemployed Workers
in Cuyahoga and Philadelphia Counties,
January 1993 Through December 2004
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Figure 4.1 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare
records and unemployment data from the U.S. Department of Labor, Bureau of Labor Statistics.

NOTES: Family cases include cases that contain an adult and children. Cases that opened as child-only cases
are excluded from the analysis.

Monthly unemployment data are at the county level.

In the top figure, the darker vertical line represents the implementation of Ohio Works First, Cuyahoga
County's TANF program, in October 1997. In the bottom figure, the darker vertical line represents Act 35,
Pennsylvania's TANF program, which was implemented in March 1997.

that while the welfare caseload began declining long before OWF was implemented in Cuya-
hoga, the trend became steeper after the implementation of OWF. For example, between Janu-
ary 1993 and September 1997, the caseload dropped by about 36 percent in Cuyahoga. How-
ever, between October 1997 and December 2002, the caseload decreased 77 percent — more
than twice the pre-1997 rate.

Figure 4.1 also shows that the unemployment trend declined steadily until the end of
2000, with the lowest level of unemployment occurring in October 2000 — the same month that
recipients who were continuously on welfare from the start of OWF would have reached their 36-
month state-imposed time limit. The number of unemployed people then noticeably increased
through the end of the period, illustrating the effect of the weakened economy. However, this up-
turn in unemployment was not followed by any noticeable change in the number of open welfare
cases. While the administrative data used in this chapter do not extend past the period in which the
number of unemployed people continued to increase, other data utilized in Chapter 2 show that
caseload levels continued to decline moderately throughout 2004 (see Figure 2.1).

The bottom panel of Figure 4.1 shows the number of open welfare cases and the num-
ber of unemployed workers in Philadelphia County. The figure shows that Philadelphia had a
somewhat larger caseload than Cuyahoga, but its caseload also declined as fast as Cuyahoga’s
after the implementation of Act 35 in March 1997. For example, between January 1993 and
February 1997 — the pre-Act 35 period — the Philadelphia caseload declined 13 percent, com-
pared with the 68 percent decline between the implementation of Act 35 in March 1997 to the
end of the period.

Unemployment in Philadelphia started at levels commensurate with the welfare
caseload and dropped steadily until reaching a trough in December 1998. While unemployment
increased steadily after this point, there was no accompanying upturn in the welfare caseload. In
fact, the caseload continued to decline through the end of 2003.
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As previously noted, caseloads might have declined because fewer people were coming
onto the rolls or because more people were exiting welfare. Figure 4.2 shows entry onto welfare
in Cuyahoga and Philadelphia Counties, defined as the number of welfare cases headed by an
adult that opened each month between January 1993 and December 2002.° The overall pattern
shows sharp declines in the number of new cases opening each month in both counties prior to
the implementation of that county’s welfare reform program, with a leveling off of entries after
that point.' This suggests that new family cases were less likely to open after the implementa-
tion of OWF and Act 35 and that this pattern did not change up to five years after the reform
policies were put into operation.

Figure 4.3 shows the number of welfare cases that closed each month. The lighter trend
line in the figure shows that, in Cuyahoga, the number of cases that closed each month started at
about 1,800 cases in January 1993 and peaked at about 2,900 in October 2000 — the first pe-
riod at which recipients who had been receiving welfare continuously would have reached their
36-month time limit. The number of closures each month then declined quickly but was still
higher than the number of new entries each month (Figure 4.2)."" In Philadelphia, the darker
trend line shows that the number of case closures started at about 1,200 in January 1993 and
peaked at about 2,300 cases in March 1999 — the period when the 24-month work trigger
would have been executed for those who had been on the rolls continuously since March 1997.

In summary, the descriptive analysis supports the dramatic decline in caseloads; from
the start of the period, many cases closed each month, and the closures overshadowed the num-
ber of cases opening each month. These trends did not reverse, although they did moderate a bit,
in the early 2000s. The analysis suggests that the imposition of time limits and/or work partici-
pation requirements may have affected behavior by both deterring entry and encouraging re-
cipients to leave the rolls before approaching the time-limit cliff. While these are reasonable
interpretations of the trends, remember that it is extremely difficult to determine whether the

’Because the data extend back only to 1992, there is no way to know whether a case received benefits
prior to 1992. A case is therefore defined as “new” if it had not received benefits since 1992. For example, new
welfare cases in January 1993 might have received benefits as recently as 13 months prior (in December 1991),
while new welfare cases in January 1999 had not received benefits for at least seven years. Therefore, earlier
groups of “new” welfare cases might contain a fair number of relatively recent welfare cases. To diminish
problems that might arise from this data limitation — and because cases that received benefits in 1992 had
substantially different characteristics from other cases (that is, the average sizes of these groups are much lar-
ger, indicating that many cases may, in fact, have started earlier) — the analysis excludes cases that received
benefits in 1992.

""Note that data on new cases in Philadelphia are available only through July 1999.

" Although the data for Cuyahoga extend through 2002 — five years after reform — it is not possible to
see the effect of the federal 60-month lifetime limit because the county requires a mandatory period of 24
months off the rolls for all clients reaching the 36-month time limit. After the 24-month hiatus, clients can re-
turn and continue their “clocks.”
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The Project on Devolution and Urban Change
Figure4.2

Number of New Welfare Cases That Opened Each Month
in Cuyahoga and Philadelphia Counties,
January 1993 Through December 2002
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SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative
welfare records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened
as child-only cases are excluded from the analysis.

Act 35, Pennsylvania's TANF program, was implemented in March 1997, as represented by the
darker vertical line. The lighter vertical line to the right represents the implementation of Ohio Works
First, Cuyahoga County's TANF program, in October 1997.
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The Project on Devolution and Urban Change
Figure4.3

Number of Adult-Headed Welfare Cases That Closed Each Month
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SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare

records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as
child-only cases are excluded from the analysis.

Act 35, Pennsylvania's TANF program, was implemented in March 1997, as represented by the
darker vertical line. The lighter vertical line to the right represents the implementation of Ohio Works
First, Cuyahoga County's TANF program, in October 1997.
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time limits or participation requirements per se were generating such changes. As discussed ex-
tensively in Chapter 2, the time limit was implemented along with other policies — such as par-
ticipation requirements and funding changes — that are designed to achieve similar goals.
Overall, one implication of this analysis is that the cases remaining open may have comprised
some of the hardest to serve.

Did the 1996 Reforms Encourage New Welfare Cases to Close Faster in
Cuyahoga and Philadelphia?

The descriptive analysis indicates that the 1996 reforms in both Cuyahoga and Phila-
delphia helped reduce caseloads by possibly discouraging new entries and increasing the rate of
exits. This section explores whether the 1996 reforms contributed to caseload declines, by look-
ing in greater depth at case closures. Exploring whether the reforms changed the likelihood of
case closures requires three essential steps: (1) counting the proportion of cases that closed
within a specified period, (2) predicting a counterfactual from the pre-1997 trend, and (3) esti-
mating the effect of the county’s TANF program as the difference between the actual and the
predicted outcomes after 1997.

Cuyahoga: Closure of New Cases

In order to evaluate whether OWF had an effect on case closures, the top panel of Fig-
ure 4.4 shows the proportion of new cases that closed within six months of first opening in
Cuyahoga County." That is, the leftmost point in the figure indicates that nearly 30 percent of
cases (or 347 cases) that opened in January 1993 subsequently closed by June 1993. Similarly,
the rightmost point indicates that about 52 percent of cases that opened in April 2002 left cash
assistance before October 2002, six months later. The boxed area in the figure represents the
period when OWF may have first affected behavior in Cuyahoga, as the policies were well ad-
vertised prior to being signed into law and were gradually implemented over time. In the figure,
the area extends from April 1997 to October 1997. Points to the right of the darker vertical line
represent the cases that opened after OWF, and points to the left of the darker vertical line rep-
resent the cases that opened before OWF was implemented. Overall, the trend line increases
moderately over time, showing that case closures fluctuated very little over the period.

Was the implementation of OWF responsible for some of that trend? To address this is-
sue requires a counterfactual, which is an estimate of what would have happened if OWF had
not been passed or implemented. In a random assignment study, the counterfactual is inferred
from what the control group (or the group that does not experience the intervention) does, and

"2See the top panel of Appendix Table A.1 for the number of cases first opening in Cuyahoga County. A
case closure is defined as nonreceipt of benefits for two consecutive months.
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Per centage of casesthat closed

The Project on Devolution and Urban Change
Figure4.4

Per centage of New Welfare Cases That Closed Within Six Months
in Cuyahoga and Philadelphia Counties,
January 1993 Through April 2002
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Figure 4.4 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare
records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as
child-only cases are excluded from the analysis.

In both panels, the boxed area represents the time span over which welfare reform policies may
have affected behavior, as the policies were well advertised prior to being signed into law and were
gradually implemented over time. In the top panel, the area extends from April 1997 to October 1997. The
darker, rightmost vertical line represents the implementation of Ohio Works First, Cuyahoga County's
TANF program, in October 1997. In the bottom panel, the boxed area extends from September 1996 to
March 1997. The darker, rightmost vertical line represents the implementation of Act 35, Philadelphia
County's TANF program, in March 1997.

In the top panel, the predicted percentage of cases that would close and the estimated effect of
welfare reform are based on the semilogarithmic model for the pre-reform trend. In the bottom panel, these
items are based on the linear model for the pre-reform trend. See text for details.

the effect of an intervention is measured as the difference between outcomes for the program
group and outcomes for the control group. Likewise, once the counterfactual is identified, the
effect of Cuyahoga’s OWF program is estimated as the difference between what actually hap-
pened and what the counterfactual indicates would have happened without OWF.

Because the impact of OWF is estimated as the difference between actual outcomes and
the counterfactual, determining the most likely counterfactual is a crucial step in the analysis.
To determine the counterfactual, two assumptions are made. The first assumption is that the
trend prior to OWF would have continued if OWF had not been implemented. This is a reason-
able premise, because economic growth was strong both before and immediately after 1997.
Moreover, this assumption is likely to be less accurate the further past 1996 the analysis goes.
However, it is far from certain that ongoing economic growth and other factors would have had
the same effect after 1997 as before. The second assumption is that the relevant trend is the one
that best fits data from the entire pre-OWF period.” This is also a reasonable premise, but it
might not be the case if, for example, an important policy or economic change happened in
1995. Because the resulting estimates are only as good as these assumptions, the chapter in-
cludes a number of figures like Figure 4.4 to help the reader judge how plausible the assump-
tions and resulting conclusions are.

PSeveral steps were involved in finding the best scenario. First, a linear trend was compared statistically
with a quadratic trend to determine whether the trend was nonlinear. If a statistical test rejected the hypothesis
that the trend was linear, then the trend was assumed to be semilogarithmic; that is, the natural logarithm of the
outcome was assumed to change linearly with time. A semilogarithmic trend rather than a quadratic trend was
assumed because the quadratic trend forces the counterfactual to change direction at some point, and this
seemed implausible for most outcomes.
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The counterfactual shown in the top panel of Figure 4.4 is the darker straight line at the
right of the figure, labeled “Predicted”; it extends from October 1997 until the end of the period.
From October 1997 until April 2002, the actual number of case entries was slightly lower than
the predicted number of case entries, and the actual numbers and predicted numbers diverged
most greatly after the first half of 2001.

In other words, because the number of welfare cases that closed increased over time
prior to OWF, the predicted counterfactual suggests that this increase would have continued.
Because the actual number of welfare case closures did not increase as much over time as pre-
dicted, the results imply that OWF may have reduced case closures. This conclusion is pre-
sented numerically in the top panel of Table 4.2, which shows that there was a significant dif-
ference between the percentage of cases that closed within six months after OWF and the per-
centage of cases that were predicted to close. The table shows that 53.6 percent of cases closed
within six months, on average, in the post-OWF period. Based on the percentage of exits in the
pre-OWF period, the counterfactual predicted that 59 percent of the cases that opened would
have closed within the next six months. In other words, if OWF were not implemented and the
trend remained as it did during the pre-OWF period, 59 percent of cases (on average) would
have been expected to close over the period from 1997 to 2002. The “difference” column at the
right of the table shows that 5.5 percent less cases actually closed under OWF than predicted,
suggesting that OWF decreased case closures among new welfare cases.

Why might exits have increased at a slower pace than predicted after 1997? Cuyahoga’s
expanded earnings disregard may have played a role. The economy may also have influenced re-
cipients to stay on the rolls a bit longer. As mentioned above, the number of unemployed people
reached its lowest point near the end of 2001; between 1995 and 2000, however, the level of un-
employment was fairly stable, possibly indicating the start of a weakening economy.

The remaining rows of the top panel of Table 4.2 indicate that, compared with the coun-
terfactual, OWF is associated with decreased case closures within three months of opening and
within a year of opening. That is, the actual and predicted percentages of case closures are sig-
nificantly different for those cases closing within those periods.

Philadelphia: Closure of New Cases

The bottom panel of Figure 4.4 shows the percentage of cases that closed within six
months of opening in Philadelphia."* The trend line for case closures is somewhat flat: 17 per-
cent (or 176 cases) of new welfare cases in January 1993 closed by June of that year, while only
27 percent (or 119 cases) of new cases in July 1999 closed by January 2000. The counterfactual

"See bottom panel of Appendix Table A.1 for the number of cases opening each year.
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The Project on Devolution and Urban Change
Table4.2

Estimated Effect of 1996 Welfare Reforms on Cases Exiting
Cash Assistance Within a Specified Period of Time

Actual
Outcome for Counterfactual
Outcome Post-Reform Period Outcome Difference
Cuyahoga County
Cases exiting welfare
Percentage of welfare cases closing in:
3 months 28.1 35.8 S7.7 0 EEE
6 months 53.6 59.1 -5.5 wEE
12 months 77.6 84.0 -6.4  FEE
Long-term cases exiting welfare
Percentage of long-term welfare cases closing in:
3 months 36.9 21.0 16.0  ***
6 months 52.9 34.7 182  ***
12 months 79.1 58.6 20.5  FEE
Philadelphia County
Cases exiting welfare
Percentage of welfare cases closing in:
3 months 11.1 12.5 -1.4  **
6 months 24.6 27.3 -2 HEE
12 months 48.1 46.0 2.1 *
24 months 74.0 74.0 0.0
36 months 86.4 91.8 -5.4 x*
48 months 91.7 98.8 -7.1 ok
Long-term cases exiting welfare
Percentage of long-term welfare cases closing in:
3 months 25.5 24.8 0.8
6 months 37.0 31.9 5.1 %
12 months 53.9 453 8.6 ¥
18 months 65.4 58.7 6.7 *
24 months 73.5 71.9 1.6

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative
welfare records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that open
as child-only cases are excluded from the analysis. See Appendix Table A.1 for sample sizes of first-
stage regressions.

The estimated effect of 1996 welfare reforms is the average post-reform difference from the
best estimated pre-reform trend. See text for more information.

A "long-term case" is defined as receiving cash assistance in 18 out of 24 months from the start
of first cash assistance receipt. The percentage of long-term cases that close is calculated as the
proportion that closes within a specified period of time after the base period of 24 months.

Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent; and * = 10
percent.
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is also flat, assuming that this steady rate of closures in the pre-Act 35 periods would continue.
The actual rate of case closures followed this prediction closely. The estimated effect of Act 35
— shown by the dashed line in the lower right corner of the figure — hovers around zero, sug-
gesting a minimal effect of Act 35 on case closures within six months of opening.

This is shown numerically in the lower panel of Table 4.2, which presents estimates of
the proportion of new cases in Philadelphia that would close within six months of opening (in
addition to other time periods). The second row of that panel shows that 24.6 percent of cases
actually closed in the post-Act 35 period, compared with a predicted 27.3 percent of cases. This
implies that Act 35 decreased case closures by 2.7 percent — a very small amount that, al-
though statistically significant, may not be meaningful in a policy sense. Other entries in the
table suggest that Act 35 had similarly moderate effects on cases closing within other specified
periods, with the strongest results stemming from cases that would close within four years of
opening. Notably, Act 35 did not significantly affect whether cases closed within 24 months of
first opening, which is when the work trigger would be executed.

Did 1996 Reforms Encourage Long-Term Cases to Close Faster in
Cuyahoga and Philadelphia?

This section analyzes long-term welfare cases, defined as cases that received cash assis-
tance for 18 of the first 24 months after opening. Parents on these cases may have faced barriers
to employment that prevented them from leaving welfare. Because they had received welfare
for a long time, they might have been more aware of the changes in message and culture at the
welfare office, and they might have participated the longest in welfare-to-work activities. For
these and other reasons, the effects for long-term cases might be expected to be larger than the
effects for new cases.

Cuyahoga: Closure of Long-Term Cases

The top panel of Figure 4.5 shows the proportion of cases that closed within six months
of becoming long term in Cuyahoga County. For example, the point at the far left of the dia-
gram, which is labeled January 1995, represents the outcome for cases that opened in January
1993 and received benefits for at least 18 of the 24 months between those two dates. The figure
indicates that nearly 37 percent of this group (or about 188 cases) left welfare within the next
six months, that is, between February and July 1995. The point at the far right of the diagram is
June 2002; it represents the outcome for cases that began receiving welfare benefits in June
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Figure4.5

Per centage of New Long-Term Welfare Cases That Closed Within Six Months
of Becoming Long Term in Cuyahoga and Philadelphia Counties,
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Figure 4.5 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as child-only
cases are excluded from the analysis.

A "long-term case" is defined as a case that received cash assistance in 18 out of 24 months from the start of
first cash assistance receipt. The percentage of long-term cases that close is calculated as the proportion of long-term
cases that would close within 6 months after the base period of 24 months.

In both panels, the boxed area represents the time span over which welfare reform policies may have affected
behavior, as the policies were well advertised prior to being signed into law and were gradually implemented over
time. In the top panel, the area extends from April 1997 to October 1997. The darker, rightmost vertical line
represents the implementation of Ohio Works First, Cuyahoga County's TANF program, in October 1997. In the
bottom panel, the boxed area extends from September 1996 to March 1997. The darker, rightmost vertical line
represents the implementation of Act 35, Philadelphia County's TANF program, in March 1997. In both panels, the
groups to the left of the darkened vertical line in the boxed area are not included in the calculation of the predicted
trend line.

In the top panel, the predicted percentage of cases that would close and the estimated effect of welfare reform
are based on the semilogarithmic model for the pre-reform trend. In the bottom panel, these items are based on the
linear model for the pre-reform trend. See text for details.

2001 and received welfare for 18 of the 24 months that followed.” Close to 54 percent (or 35
cases) of this group left welfare receipt within the next six months.

The top panel of Figure 4.5 shows that welfare exits for long-term cases was somewhat
flat during the pre-OWF period, with an average of 35 percent of cases closing within six
months of becoming long term. The counterfactual, therefore, indicates that the proportion of
long-term cases that closed would have continued this flat trend in the absence of OWF. In ac-
tuality, however, the rate of case closures increased considerably, suggesting that OWF in
Cuyahoga had a large effect on exits of long-term recipients. By definition, these cases were not
terminated due to noncompliance with work requirements or other rules for at least 18 months,
and presumably they were participating in welfare-to-work activities or were exempt from such
activities. The implication is that the services they received or the messages that were delivered
to them did provide enough of a “boost” to help them leave welfare faster than they would have
in the absence of OWF.

PThere were 90 groups of cash assistance cases that became long term between January 1995 and April
2002. See Appendix Table A.1 for the number of cases in each annual group.
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The top panel of Table 4.2 shows the estimated effects of OWF on the likelihood that
long-term cases would close within three, six, or twelve months of becoming long term. In all
three time periods, long-term cases do appear to have closed significantly sooner after OWF
was implemented.

Philadelphia: Closure of Long-Term Cases

The bottom panel of Figure 4.5 shows the results for Philadelphia. Unlike in Cuyahoga
County, the pre-TANF period of exits among long-term Philadelphia recipients was moderately
increasing. For example, the proportion of long-term cases that closed within six months varied
from about 18 percent (or 110 cases) at the beginning of 1995 to about 25 percent (or about 118
cases) in the fall of 1996. The actual proportion of long-term recipients who exited within six
months of becoming long term exceeded the predicted counterfactual, suggesting that Act 35
increased the rate of case closures for long-term recipients.

The bottom panel of Table 4.2 presents findings for this and other time periods. The ta-
ble shows that Act 35 increased long-term case closures within six months by 5.1 percent — a
statistically significant difference. The findings, however, are not uniform; the table also shows
that Act 35 did not have a statistically significant effect on encouraging long-term recipients to
leave within three months or 24 months of becoming long term. In fact, the table suggests that
the longer such recipients stay on the rolls, the more likely they are to exit within the period
suggested by the counterfactual (that is, the extra “boost” somehow diminishes over time).

% % %
In summary, the overall rates of case closures in Cuyahoga and Philadelphia were lower
than predicted by the counterfactual, indicting that the 1996 reforms resulted in a decline in ex-

its from the rolls. In contrast, actual case closures for long-term recipients significantly ex-
ceeded the predicted rates, indicating that the reforms increased exits among this subgroup.

Did the 1996 Reforms Cause Fewer or More Cases to Open or to Reopen
(Return to Welfare) Once They Had Left?

This section explores whether the 1996 reforms in Cuyahoga and Philadelphia affected
the number of cases that opened. The question is examined in three parts:

1. Did the 1996 reforms reduce or increase the number of welfare cases opening
for the first time (new entrants)?

2. Did the 1996 reforms reduce or increase the number of cases returning to
welfare (recidivists)?
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3. Did the 1996 reforms result in fewer or more new welfare cases being
opened by individuals who initially received food stamps without cash assis-
tance?

New Entrants

Figure 4.6 repeats the trends for new welfare cases shown in Figure 4.2 and adds the
predicted counterfactual for each county. The top panel of the figure presents the trend and
counterfactual for Cuyahoga County. The figure shows that new entries decreased over time,
and the counterfactual predicts that this decline would continue until reaching a relatively low
“floor” of new entrants. The actual number of new entries in Cuyahoga follows the predicted
number and appears to diverge slightly toward the end of the period. The top panel of Table 4.3
shows that those small diversions are not statistically significant, indicating that OWF had no
effect on case openings.

The bottom panel of Figure 4.6 analyzes case entries in Philadelphia. Again, the coun-
terfactual predicts a continued downward trend. The actual number of entries, however, was
slightly higher than predicted, suggesting that Act 35 had a small pogitive effect on case open-
ings. The lower panel of Table 4.3 confirms this, reporting that Act 35 increased openings by 78
cases, on average.

Recidivists

Caseloads can decline not only if the number of new entrants declines but also if fewer
people return to welfare after they have left. It is unclear what effect the counties” TANF poli-
cies would have on recidivism. Such policies as participation mandates and time limits not only
should encourage people to leave welfare but also should discourage them from returning to the
rolls. Countering these effects is the possibility that participation mandates, sanctioning, and
time limits may have encouraged some people to leave welfare before they were able to obtain
sustainable employment.

Figure 4.7 shows what actually happened with regard to recidivism. In this analysis, a
recidivist case is one that closed for at least two months but returned to the rolls within six
months of leaving. For example, a welfare case that opened in January 1993 and that closed in
January 1994 would have been at risk of recidivism in March 1994 (having been closed for
January and February 1994) and would be counted as a recidivist if the case began receiving
cash assistance again before September 1994 — six months after it became at risk of returning
to welfare. If a case cycled on and off welfare several times, then only its first welfare exit and
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The Project on Devolution and Urban Change
Figure4.6

Number of New Welfare Cases That Opened Each Month
in Cuyahoga and Philadelphia Counties,
January 1993 Through July 2002
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Figure 4.6 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare
records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as
child-only cases are excluded from the analysis.

In both panels, the boxed area represents the time span over which welfare reform policies may
have affected behavior, as the policies were well advertised prior to being signed into law and were
gradually implemented over time. In the top panel, the area extends from April 1997 to October 1997. The
darker, rightmost vertical line represents the implementation of Ohio Works First, Cuyahoga County's
TANF program, in October 1997. In the bottom panel, the boxed area extends from September 1996 to
March 1997. The darker, rightmost vertical line represents the implementation of Act 35, Philadelphia
County's TANF program, in March 1997. In both panels, the groups to the left of the darkened vertical line
in the boxed area are not included in the calculation of the predicted trend line.

In the top panel, the predicted percentage of cases that would close and the estimated effect of
welfare reform are based on the semilogarithmic model for the pre-reform trend. In the bottom panel, these
items are based on the linear model for the pre-reform trend. See text for details.

only its first return to welfare are included in this analysis. A six-month period was chosen be-
cause most cases that reopen do so within a few months of closing and because a relatively
short period was needed in order to observe enough cohorts for the analysis.'®

Recidivism in Cuyahoga. By the foregoing definition of recidivist cases, the top panel
of Figure 4.7 shows that the recidivism rate in Cuyahoga was choppy, but somewhat increasing,
before OWF was implemented. For example, the leftmost point indicates that, among welfare
cases that closed in January 1993 (and therefore became at risk of reopening in March 1993),
about 18 percent (or 9 cases) reopened within six months of becoming at risk of returning. By
August 1997, this rate had increased to about 27 percent (or 215 cases).

The counterfactual suggests that this rapid increase would have continued at a some-
what moderated rate in the absence of OWF. The estimated effect of OWF — illustrated by the
dashed line at the bottom right of the figure — shows that this is not what happened, particu-
larly after March 2000. That is, on average, the rate at which cases actually returned to the wel-
fare rolls differed from what was predicted. Early in the post-OWF period, the actual rate of
recidivism closely followed the predicted rate. In the late 2000s, however, the two trends di-
verged, with the actual rate of recidivism becoming significantly lower than the counterfactual
rate. This is consistent with the deterrent effect of the 36-month time limit, which was first in
effect in October 2000.

1$Coulton, Chow, Wang, and Su (1996).
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The Project on Devolution and Urban Change
Table4.3

Estimated Effect of 1996 Welfare Reformson Cases Starting
Cash Assistance Within a Specified Period of Time

Actual
Outcome for Counterfactual
Outcome Post-Reform Period Outcome  Difference
Cuyahoga County
Starting welfare
Number of cases starting welfare
each month:
All months 407 380 28
Percentage of cases reopening
within 6 months (recidivist cases) 23.8 26.4 2.7 %
Food stamp individuals starting welfare
Percentage of food stamp cases
opening welfare cases within:
3 months 9.8 19.5 -9.7 kX
6 months 15.2 26.2 -11.0  ***
12 months 20.9 30.8 -9.9  kkx
24 months 27.7 34.1 -6.4  kkx
Philadelphia County
Starting welfare
Number of cases starting welfare
each month:
All months 403 325 78 kR
Percentage of cases reopening
within 6 months (recidivist cases) 16.6 14.3 23  **

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative
welfare records.

NOTES: See Appendix Table A.1 for sample sizes of first-stage regressions.
The sample is limited to family cases, which contain an adult and children. Cases that open
as child-only cases are excluded from the analysis.

The estimated effect of 1996 welfare reforms is the average post-reform difference from the
best estimated pre-reform trend. See text for more information.

The percentage of cases reopening each month is calculated as the proportion of cases in
each at-risk group who return to welfare within six months. See text for details.

Food stamp case results exclude single (adult) recipients, who were subject to different
eligibility rules since 1996. The percentage of food stamp cases opening a welfare case refers to the
proportion of cases receiving food stamps, but not cash assistance, that opens a cash assistance case
within a specified period of time.

Statistical significance levels are indicated as: *** = 1 percent; ** =5 percent; and * = 10
percent.
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The Project on Devolution and Urban Change
Figured4.7

Per centage of Closed Welfare Cases That Reopened Within Six Months
in Cuyahoga and Philadelphia Counties,
March 1993 Through June 2002
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Figure 4.7 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare
records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as
child-only cases are excluded from the analysis.

In both panels, the boxed area represents the time span over which welfare reform policies may
have affected behavior, as the policies were well advertised prior to being signed into law and were
gradually implemented over time. In the top panel, the area extends from April 1997 to October 1997. The
darker, rightmost vertical line represents the implementation of Ohio Works First, Cuyahoga County's
TANF program, in October 1997. In the bottom panel, the boxed area extends from September 1996 to
March 1997. The darker, rightmost vertical line represents the implementation of Act 35, Philadelphia
County's TANF program, in March 1997. In both panels, the groups to the left of the vertical line in the
boxed area are not included in the calculation of the predicted trend line.

In the top panel, the predicted percentage of cases that would close and the estimated effect of
welfare reform are based on the semilogarithmic model for the pre-reform trend. In the bottom panel,
these items are based on the linear model for the pre-reform trend. See text for details.

The eftect of OWF on the number of cases reopening in Cuyahoga within six months is
presented in the top panel of Table 4.3. In the period after October 1997, an average of 23.8 per-
cent of closed cases returned to the rolls within six months, compared with a predicted recidivist
rate of 26.4 percent. The difference implies that OWF resulted in a recidivism rate that was 2.7
percent lower than the rate that was expected.

Recidivism in Philadelphia. The bottom panel of Figure 4.7 presents recidivism results
for Philadelphia. Unlike Cuyahoga, Philadelphia experienced a relatively steady rate of recidi-
vism prior to the implementation of its TANF program in March 1997. Although the counter-
factual predicted that this trend would continue, the actual rate of recidivism slightly increased,
indicating that Act 35 may have increased recidivism by 2.3 percent.

Welfare Entry Among Food Stamp Recipients

Results reported above suggest that the 1996 reforms in the two counties may have had
an effect on the number of new cases opening. One difficulty with that analysis, however, is that
it does not account for the number of families who were at risk of becoming welfare recipients
(or were more likely to enter the welfare program due to limited financial resources); the num-
ber of at-risk families may have changed over time, irrespective of welfare reform.'” As a result,
the actual increase in new entrants might confound increases in the number of at-risk families

Sawhill (2001).
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with increases in the likelihood that an at-risk family began receiving welfare. Although reform
was designed to directly affect the likelihood that an at-risk family would receive benefits, it
could lead to changes in the number of at-risk families only over a very long period.

This section explores welfare entry among at-risk families by examining whether indi-
viduals who initially received food stamps without cash assistance subsequently began receiv-
ing cash assistance. The analysis examines only food stamp cases that include both adults and
children. This group probably comprises working people whose income was too high to qualify
for cash assistance benefits but who were at risk of receiving cash assistance if they had a mod-
est decrease in income.'®

Figure 4.8 shows the percentage of new food stamp-only recipients who began receiv-
ing cash assistance within six months of first receiving food stamps in Cuyahoga."” For exam-
ple, the leftmost point indicates that about 19 percent of people who began receiving food
stamps without cash assistance in January 1993 had begun receiving cash assistance by July
1993. As in other figures in this chapter, points to the right of the darker vertical line represent
people who first began receiving food stamps after the 1997 OWF program was implemented in
Cuyahoga; points to the left of the darker vertical line represent people who began receiving
food stamps before the 1997 OWF program was implemented; and points within the boxed area
represent people who began receiving food stamps shortly before 1997 OWF program was first
implemented.

Figure 4.8 shows that the predicted percentage of new food stamp-only recipients who
received cash assistance within six months increased gradually from 1993 until OWF was im-
plemented. However, the actual proportion moving onto cash assistance decreased noticeably
after October 1997. The difference between the counterfactual (an increase after October 1997)
and what actually happened (a gradual decline starting in October 1997) implies that OWF
caused fewer people than expected to move from food stamps to welfare.

In Table 4.3, the lower portion of the top panel shows the average effect of OWF on the
likelihood of food stamp recipients’ opening cash assistance cases. Results are shown for four
different outcomes: receiving cash assistance within three months, within six months, within a
year, and within two years of receiving food stamps. In each case, the results imply that OWF
decreased the number of food stamp-only families who subsequently received cash assistance,
with effects ranging from as high as a decrease of 11 percent within six months to as low as a

'8See Appendix Table A.1 for the size of this group and its change over time.

This analysis is not presented for Philadelphia County because it can be found in an earlier report. Since
the data consist of new cases through July 1999 (see footnote 7), the longer follow-up period through 2003
does not provide any new information about people moving from food stamp cases to welfare cases within six
months. See Michalopoulos et al. (2003), Table 3.2 (p. 75) and Figure 3.7 (p. 80).
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The Project on Devolution and Urban Change
Figure4.8

Per centage of New Food Stamp Recipients That Opened Welfare Cases
Within Six Months of Opening a Food Stamp Case in Cuyahoga County,
January 1993 Through June 2002
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SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative welfare
records.

NOTES: The sample is limited to family cases, which contain an adult and children. Cases that opened as
child-only cases are excluded from the analysis.

Results exclude single, adult recipients, who were subject to different eligibility rules since 1996. The
percentage of individuals receiving food stamps that opened a welfare case refers to the proportion of
individuals receiving food stamps, but not cash assistance, that opened a cash assistance case within a
specifed period of time.

The boxed area represents the time span over which welfare reform policies may have affected
behavior, as the policies were well advertised prior to being signed into law and were gradually
implemented over time. The area extends from April 1997 to October 1997. The darker, rightmost vertical
line represents the implementation of Ohio Works First, Cuyahoga County's TANF program, in October
1997. The groups to the left of the darkened vertical line in the boxed area are not included in the
calculation of the predicted trend line.

The predicted percentage of cases that would close and the estimated effect of welfare reform are
based on the linear model for the pre-reform trend. See text for details.
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decrease of 6.4 percentage points within 24 months. For the outcome shown in Figure 4.8, the
table indicates that 15.2 percent of food stamp recipients moved to cash assistance within six
months in the period after OWF began, compared with a predicted rate of 26.2 percent. The dif-
ference implies that OWF decreased the likelihood (by 11 percent) that a food stamp recipient
would open a cash assistance case within six months.

In Philadelphia, an earlier MDRC report shows that the 1996 welfare reforms reduced the
number of food stamp-only families who subsequently received cash assistance, with effects rang-
ing from no reduction within three months to a 4.7 percentage point reduction within one year.”

The Effects of the 1996 Reforms on Employment

So far, the chapter has established that the 1996 welfare reforms in Cuyahoga may have
had no effect on the number of new entrants, decreased the number of cases reopening (recidi-
vists), and decreased entry from a population considered to be at high risk of entering; the re-
forms in Philadelphia may have increased the number of new cases opening, increased the num-
ber of cases returning, and decreased entry from an at-risk population.’ While overall entry
may have increased somewhat in Philadelphia, the 1996 reforms in both Philadelphia and
Cuyahoga seem to have had a strong effect on the number of new cash assistance cases that
closed. In particular, long-term welfare cases appear to have closed significantly sooner after the
reforms were implemented.

Although different policies might have had different effects on welfare receipt, all the
policies were designed to increase employment. This section investigates the effects of the 1996
reforms on employment among welfare recipients. Using employment and earnings data as re-
ported to each state’s unemployment insurance (UI) system, the section examines two out-
comes: employment and employment stability. Overall, the results suggest that the persistent
emphasis on quick employment may have affected behavior more than the improved economy
did. In other words, employment trends seem to have changed more near the periods of policy
implementation, especially in Philadelphia County.

Did the 1996 Reforms Increase Employment?

This section explores whether the 1996 reforms increased the likelihood of employment
within four quarters of first receiving cash assistance. As in the other analyses in this chapter,
the choice of these periods was somewhat arbitrary. However, results from the National Evalua-
tion of Welfare to Work Studies (NEWWS) and other random assignment evaluations imply

2See Michalopoulos et al. (2003), Table 3.2 (p. 75).
"Michalopoulos et al. (2003), Table 3.2 (p. 75).
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that mandatory job search programs have immediate effects on employment, and results from
studies of financial work incentives indicate that they also tend to have immediate effects on
employment.”* Therefore, if the 1996 reforms affected employment, it seems reasonable to ex-
pect that their effects would have occurred within a year.

Employment in Cuyahoga

In Cuyahoga, the analysis evaluates whether employment increased among new adult
recipients associated with a welfare case.”® Figure 4.9 shows the proportion of new welfare
cases in which at least one adult worked within four quarters of the case’s first receiving welfare
benefits in Cuyahoga. The figure shows that employment among new welfare cases increased
over time. For example, about 57 percent of cases that began receiving cash assistance in the
first quarter of 1993 contained a member who worked before the first quarter of 1994, while 68
percent of cases that began receiving cash assistance in the fourth quarter of 2002 contained a
member who worked before the fourth quarter of 2003.

Because employment was slightly increasing before OWF, the counterfactual implies
that employment would have continued its moderate increase in the absence of OWF. In fact,
the actual rate of employment followed the predicted trend almost identically through the last
quarter of 2001, but then the actual employment rate declined noticeably. The top panel of Ta-
ble 4.4 confirms this result. According to the first row of the table, an average of 67.4 percent of
members associated with a new case in the post-OWF period worked within four quarters of
first starting benefit receipt, compared with a predicted rate of 71.8 percent. The decline of 4.5
percentage points is statistically significant.

Employment in Philadelphia

In Philadelphia, the analysis evaluates whether employment increased for the welfare
cases that began with an adult and at least one child. That is, the analysis seeks to answer the
question of whether any individual associated with a new welfare case increased his or her em-
ployment, resulting in a total increase in employment among case members.

Figure 4.10 shows the percentage of new welfare cases that had at least one person on
the case employed within four quarters of the case’s first receiving welfare. Despite the improv-
ing economy over the late 1990s, the employment trend among cases was flat in Pennsylvania,

**Hamilton et al. (2001); Bloom and Michalopoulos (2001).

> Appendix A shows an alternative employment analysis for welfare cases that started with both an adult
and at least one child in Cuyahoga County. The results of this analysis differ dramatically from those reported
in this section. There are unexplained discrepancies between the aggregation of recipients on family cases and
individual adults associated with a case. As a result, the individual-level analysis is presented in this chapter.
See Appendix A for a discussion of the issues encountered with the alternative analysis.
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Figure4.9

Per centage of Recipients Employed Within Four Quartersof Starting AFDC/TANF
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Figure 4.9 (continued)
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SOURCES: MDRC calculations using Cuyahoga County administrative welfare records and unemployment
insurance records.

NOTES: The sample is limited to adults.

The boxed area represents the time span over which welfare reform policies may have affected
behavior, as the policies were well advertised prior to being signed into law and were gradually implemented
over time. The area extends from Quarter 2, 1997, to Quarter 3, 1997. The darker, rightmost vertical line
represents the implementation of Ohio Works First, Cuyahoga County's TANF program, in Quarter 3, 1997.
The groups to the left of the darkened vertical line in the boxed area are not included in the calculation of the
predicted trend line.

The predicted percentage employed and the estimated effect of welfare are calculated using a linear
trend for the pre-reform period. See text for details.

and therefore the trend in the absence of welfare reform was also flat. However, employment
among adults associated with a case increased noticeably after the implementation of Act 35 in

Quarter 1, 1997. This increase in employment is significantly higher than predicted by the coun-
terfactual.

The lower panel of Table 4.4 shows that 54.9 percent of cases in Philadelphia had at
least one adult working within a year of the case’s starting welfare receipt, while the counterfac-
tual predicted that 43.7 percent of cases would have someone employed. The impact of 11.2
percent more employment is statistically significant. The second-to-last row of Table 4.4 shows
that the effect of Act 35 on long-term cases was stronger: 23.9 percent more long-term cases
had at least one person employed than predicted by the counterfactual, which is consistent with
the evidence that Act 35 increased case closures more among long-term recipients.
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Table4.4

Estimated Effect of the 1996 Welfar e Reforms on Employment
and Employment Stability

Actual
Outcome for Counterfactual
Outcome Post-Reform Period Outcome Difference
Cuyahoga County
Percentage employed 4 quarters after starting
cash assistance 67.4 71.8 4.5 *x
Percentage with first employment spell
lasting (short-term stability):
1 to 3 quarters 26.4 24.8 1.6
lasting (long-term stability):
4 quarters or more 40.7 46.9 -6.1 ok
Philadelphia County
Percentage employed 4 quarters after starting
cash assistance 54.9 43.7 11.2 ok
Percentage with first employment spell
lasting (short-term stability):
1 to 3 quarters 28.8 18.1 10.7 ok
lasting (long-term stability):
4 quarters or more 26.1 25.6 0.5
Percentage of long-term cases employed
within 4 quarters 64.6 40.7 23.9 ok

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County administrative
welfare records and unemployment insurance records.

NOTES: See Appendix Table A.1 for sample sizes of first-stage regression.
The estimated effect of 1996 welfare reforms is the average post-reform difference
from the best estimated pre-reform trend. See text for more information.
Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent; and * = 10
percent.
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Figure4.10

Per centage of Cases That Had at L east One Member Employed
Within Four Quartersof Starting AFDC/TANF in Philadelphia County,
January 1993, Quarter 1, Through December 1999, Quarter 3
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Figure 4.10 (continued)
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SOURCES: MDRC calculations using Philadelphia County administrative welfare records and unemployment
insurance records.

NOTES: The sample is limited to adults.

The boxed area represents the time span over which welfare reform policies may have affected
behavior, as the policies were well advertised prior to being signed into law and were gradually implemented
over time. The area extends from Quarter 3, 1996, to Quarter 1, 1997. The darker, rightmost vertical line
represents the implementation of Act 35, Philadelphia County's TANF program, in Quarter 1, 1997. The groups
to the left of the darkened vertical line in the boxed area are not included in the calculation of the predicted
trend line.

In each figure, the predicted percentage employed and the estimated effect of welfare reform are
calculated using a linear trend for the pre-reform period. See text for details.

Did the 1996 Reforms Increase Employment Stability?

Employment is likely to provide greater benefits if it is stable. For example, earnings
grow faster among people who work regularly than among people who work sporadically.** On
the one hand, the job search assistance that the two counties gave welfare recipients may have
helped them find more stable employment. On the other hand, requiring recipients to look for
work immediately after approval for benefits may have encouraged many of them to take poor
jobs or temporary jobs just to fulfill the work participation requirements.

*Gladden and Taber (1999).
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Employment Stability in Cuyahoga

The second panel of Figure 4.9 shows the proportion of new cases in Cuyahoga that had
at least one adult member who found work within a year and who then worked for one to three
quarters. The figure shows that such “short-term employment” was fairly level over time, with
no noticeable change immediately after the implementation of OWF. Because short-term em-
ployment was somewhat flat before OWF and the actual post-OWF trend remained flat, the
counterfactual implies that OWF had no effect on short-term employment. The second row of
Table 4.4 reports the average outcomes and the effect of the reforms on short-term employment.

The third row of Table 4.4 indicates that the percentage of adults associated with a case
who engaged in “long-term employment” — defined as working four or more consecutive quar-
ters — was 40.7 percent, compared with the predicted outcome of 46.9 percent. The difference
between the actual rate of stable employment and the predicted rate is statistically significant.

The third panel of Figure 4.9 illustrates this finding. It shows that long-term stability in-
creased over time in the pre-OWF period but that actual long-term stability dropped below this
trend almost immediately after the implementation of OWF, indicating that OWF decreased
long-term employment stability.

Employment Stability in Philadelphia

The second panel of Figure 4.10 shows the proportion of new welfare cases in Philadel-
phia that had at least one adult member who found work within a year and who then worked for
one to three quarters. The figure shows that such short-term employment in the pre-Act 35 pe-
riod was fairly low (about 22 percent, on average) and was decreasing somewhat over time. The
counterfactual predicts that this trend would have continued. However, actual short-term em-
ployment started to increase two quarters before Act 35 was implemented, and this increase
continued throughout the post-Act 35 period.

In Table 4.4, the third row of the lower panel shows that actual short-term employment
averaged 28.8 percent in the post-Act 35, compared with a predicted average of 18.1 percent.
The difference of 10.7 percent is statistically significant, indicating that Act 35 increased short-
term employment.

The third panel of Figure 4.10 shows that Act 35 had no effect on long-term employ-
ment levels, which were fairly low (averaging about 20 percent) and flat in the pre-Act 35 pe-
riod. Actual long-term employment levels continued this trend in the post-Act 35 period.
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Summary and Conclusions

This chapter summarizes several important similarities and differences between the
welfare reforms that were implemented in Ohio and those that were implemented in Pennsyl-
vania. Both states received similar federal TANF block grants, relative to the number of chil-
dren below poverty in each state, and they set similar monthly TANF benefit levels. Both states
offered enhanced earned income disregards, in order to help clients make the transition from
cash assistance to employment. However, Ohio established a shorter time limit than the federal
law required — three years instead of five. Pennsylvania offered Extended TANF beyond the
five-year federal time limit. Ohio required immediate engagement in work-related activities for
30 hours per week, with almost no exemptions. Ohio set higher participation targets than the
federal legislation required, while Pennsylvania exempted between a third and a half of adult
recipients from work requirements. Yet, despite the similar contexts and the differences in wel-
fare implementation, this chapter shows that the effects of welfare reform in Cuyahoga and
Philadelphia Counties were largely the same.

The Cuyahoga Story

The 1996 reforms in Cuyahoga may have had no effect on the number of new entrants,
but there is evidence to suggest that OWF decreased both the number of cases reopening (re-
cidivists) and the number of new cases from a population considered to be at high risk of enter-
ing benefit receipt. While the analysis suggests that OWF may have somewhat slowed exits
from welfare among new cases, long-term cases appear to have closed significantly sooner after
the reforms were implemented. In terms of employment, OWF appears to have had little effect
on employment overall among new welfare recipients, but it seems to have decreased stable
employment while increasing unstable employment. Generally, the most striking outcomes of
the Cuyahoga story of welfare reform lie in the large movement of long-term recipients from
the welfare rolls.

The Philadelphia Story

Welfare reform in Philadelphia may have increased the number of new cases opening,
increased the number of cases returning, and decreased entry from an at-risk population. As in
Cuyahoga, the 1996 reforms in Philadelphia do not seem to have had a strong effect on the
number of new cash assistance cases that closed. That is, case closures among new cases were
mixed, with small decreases in the number of cases leaving within six months or less and larger
decreases in the number of cases exiting between 36 and 48 months. However, results suggest
that long-term recipients in Philadelphia stayed on the rolls for a shorter time than would be ex-
pected after the implementation of Act 35. Long-term recipients were more likely to leave
within 18 months or less of first becoming long term. While these outcomes are somewhat con-

115



trary to the spirit of welfare reform, they are consistent with Pennsylvania’s implementation of
reforms, which had a generous time-limit exemption policy and relatively weak participation
requirements. Overall, the Philadelphia welfare reform story is one of moderated outcomes:
somewhat increased welfare usage among new cases, but moderately decreased usage among
long-term cases, and somewhat higher employment levels.
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Chapter 5

Neighborhood Poverty and Social Distress

Indicators of social distress are often several times greater in high-poverty than in low-
poverty neighborhoods. Since the 1970s, policy analysts have paid considerable attention to the
neighborhood-level concentration of social problems associated with poverty — including male
joblessness, high school dropout rates, prevalence of single-parent families, and reliance on
public assistance.

At the outset of welfare reform in the 1990s, many observers reasoned that high-
poverty neighborhoods would be more vulnerable to policy changes that could harm them or
would be more likely to benefit from policies that had a positive effect (because high-poverty
neighborhoods would have more room to improve). Implicitly, it was anticipated (1) that the
effects of welfare reform would be felt disproportionately in poor neighborhoods; (2) that the
direct effects of reform on household-level income, employment, and poverty would include
indirect effects on neighborhood correlates of poverty and unemployment (such as teen birth-
rates) above and beyond the direct effects; and (3) that these indirect effects might be nonlinear
— that is, as neighborhood levels of poverty and joblessness reached certain tipping points, in-
dicators of social distress might increase or decrease dramatically.

Opponents of welfare reform warned that fixed block grants, strict work requirements
and sanctions, and time limits would harm vulnerable families, increasing neighborhood levels
of poverty and social distress. Proponents argued that, by enforcing work, welfare reform would
restore a sense of opportunity and efficacy to households and would reinforce the routines and
norms of the working world in poor communities.

Prior Urban Change reports show that neither the worst fears of welfare reform’s oppo-
nents nor the highest ambitions of its proponents were realized. Many socioeconomic indicators
improved gradually over the 1990s, particularly in low-income neighborhoods. However, the
trends began improving before welfare reform and did not appear to change appreciably as a
result of the Temporary Assistance for Needy Families (TANF) program.

This chapter examines trends in neighborhood indicators — including levels of poverty,
cash assistance and food stamp receipt, maternal and infant health measures, crime statistics,
and prevalence of home ownership — to portray how Cuyahoga (Cleveland) and Philadelphia
changed in the 1990s and early 2000s. Because neighborhood indicators are available for the
entire population, they reflect how poor families are faring long after leaving public benefit sys-
tems. The chapter draws on data available at the census-tract level — geographic neighbor-
hoods of about 4,000 people — to monitor signs of distress and progress among low-income
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families, many of whom live in poor neighborhoods. To understand outcomes for three different
classes of residents, the analysis divides census tracts (hereafter called “neighborhoods”) in
Cuyahoga and Philadelphia Counties into three categores of decreasing poverty: poor, working-
poor, and nonpoor.

Summary of Findings

e Overall poverty rates declined in Cuyahoga and increased in Philadel-
phia between 1990 and 2000. Cuyahoga’s overall decline in poverty was
concentrated in its poorest neighborhoods, where the female labor force par-
ticipation rate increased by 17 percent. Although poverty increased across
Philadelphia, increases were smallest in poor neighborhoods. Child poverty
rates in poor neighborhoods declined in both counties.

e  While the number of Cuyahoga’s poor neighborhoods remained stable,
Philadelphia’s share of poor neighborhoods increased. Several nonpoor
neighborhoods in Cuyahoga’s inner suburbs became working-poor. Mean-
while, conditions worsened in some Philadelphia working-poor neighbor-
hoods, and several shifted from working-poor to poor status.

e Despite differences in neighborhood poverty rates, trends in receipt of
food stamps and cash assistance were similar across neighborhoods. Cash
assistance and food stamp caseloads declined in both counties in the 1990s. In
Philadelphia, both types of caseloads declined faster in nonpoor than in poor
neighborhoods. Differences in neighborhood poverty were not associated with
substantial differences in long-term receipt rates in either county. But, consis-
tent with the poverty findings above, long-term cash assistance recipients made
up an increasing majority of Philadelphia’s adult TANF caseload, whereas
they declined to a minority of Cuyahoga’s adult caseload.

e Neighborhood indicators of social distress improved in the 1990s and
early 2000s, particularly in poor neighborhoods and in the early reform
period of strong economic growth (from 1997 to 1999). In both counties,
teen birthrates and rates of homicide declined to record lows, and the propor-
tion of mothers receiving adequate prenatal care increased.

o Although poor families are likely to change residences, few welfare re-
cipients who lived in poor neighborhoods in 1995 escaped poor
neighborhoods by 2000. Among families receiving welfare and living in
poor neighborhoods in 1995, many moved at least once between 1995 and
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2000. But most did not move far. Those who moved three miles or more
were significantly less likely to live in poor neighborhoods in 2000. In Phila-
delphia, their new neighborhoods were also safer, and residents were more
likely to describe them as “good” or “very good” places to raise children.

Questions, Indicators, and Data Sources

This chapter takes advantage of several sources of information that are available at the
neighborhood level to try to understand how neighborhoods that were home to low-income
families fared during the 1990s and early 2000s. This is a complicated endeavor for at least
three reasons.

First, neighborhoods are aggregate compositions of the experiences of many different
residents. Even census tracts — the smallest practical unit of geography for tracking most
neighborhood indicators — comprise about 4,000 people. Average trends for populations this
large can mask important differences in the experiences of subgroups and individuals.

Second, this chapter uses an eclectic range of data sources to try to understand the well-
being of low-income families and their neighborhoods. Some indicators (such as teen birthrates)
are more directly relevant to the circumstances and experiences of populations at risk for pov-
erty and welfare than others (such as homicide or home mortgage application rates, which serve
as proxies for neighborhood safety and health).

Third, neighborhoods are dynamic compositions, with many families moving in and out
each year. Therefore, changes in the levels of social distress over time reflect, in part, changes in
the incidence of social distress among particular populations, but they also reflect the changing
composition of residents.

Each of these complications is common to ecological studies. But what makes them
complicated is also what makes them important. Despite the limitations of these data, they do
provide rich descriptive information about the experiences of low-income families, capturing a
real impression of communities in all their complex multidimensionality.

In order to monitor indicators among three different income strata or risk pools, the
analysis in this chapter divides the neighborhoods across each county into three types:

¢ Poor neighborhoods. Poor neighborhoods are defined as those where at
least one out five residents live in a household with an income below the fed-
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eral poverty guideline ($10,419 for a family of three in 1990 and $13,740 for
a family of three in 2000).'

e  Working-poor neighborhoods. Of the remaining neighborhoods, those
where one out of five residents live in a household with an income of less
than twice the federal poverty guideline are characterized as “working poor.”

e Nonpoor neighborhoods. The remaining neighborhoods are characterized
as “nonpoor.”

As shown in Table 5.1, the analysis looks at trends in four different yet interrelated
categories, each of which draws on particular data sources to examine indicators that address
specific questions.

The first section below (“Neighborhood Poverty”) uses census data to identify the
number and location of neighborhoods that fell into each of the three categories in 1990: poor,
working-poor, and nonpoor. It describes the residents who lived in each type of neighborhood
— both who they were (population, age, race/ethnicity) and how they fared (education, labor
force participation, income, poverty). Then it draws on Census 2000 data to describe how the
number, location, and composition of the neighborhoods changed over the 1990s. Beyond its
intrinsic contribution to understanding the number, characteristics, and circumstances of the
families who lived in each type of neighborhood, the section introduces the three sets of
neighborhoods that will be compared and contrasted in subsequent sections.

The second section below (“A Neighborhood View of the Safety Net”) charts trends in
adult cash assistance and food stamp take-up ratios among poor adults in each type of neighbor-
hood. The adult cash assistance ratio is useful as an indicator of acute financial distress, while
the adult food stamp ratio can be read as an indicator of more moderate financial distress. By
tracking trends in both indicators across the three types of neighborhoods, the analysis assesses
expectations that reliance on cash assistance would be heavier in poor neighborhoods and that
reliance on food stamps would be heavier in working-poor neighborhoods.

The next three sections below (“Trends in Maternal and Infant Health,” “Homicide,”
and “Home Investments™) track 10 decade-long trends in indicators of socioeconomic distress
and progress. Five of these indicators reflect the well-being of mothers and children, subgroups
who were expected to be most directly affected by welfare reform. The sixth indicator is the

'For each census tract, the U.S. Bureau of the Census reports the number of residents with incomes at dif-
ferent thresholds of the federal poverty guideline — for example, less than 50 percent, 75 percent to 99 percent,
100 percent to 124 percent, and so on. This chapter uses the information to characterize neighborhoods as poor,
working-poor, or nonpoor. For more information on how the census determines poverty status, please see
“Poverty Status in 1989” (Web site: http:/factfinder.census.gov).
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incidence of homicide, the most serious and most consistently reported violent crime. The re-
maining four trends draw on data provided under the 1975 Federal Home Mortgage Disclosure
Act (HMDA) to analyze changes in the number, approval rates, and approved amounts of home
mortgage applications by low-income families (those earning less than $30,000 per year), to
understand the extent to which these families shared in the home-ownership boom of the 1990s.

For each of these 10 trends, the analysis attends to changes in the three types of
neighborhoods (poor, working-poor, and nonpoor) during three different time periods:

1. During the pre-reform period (1992-1996), the economy heated up, and
service delivery systems (particularly in Cuyahoga) geared up in antici-
pation of welfare reform.

2. The early reform period (1997-1999) was one of strong economic
growth and sweeping policy reforms.

3. During the later reform period (2000-2003), the initial policy changes
were in place, and economic growth subsided.

It is important to note, however, that the trends reported here cannot disentangle the
relative influences of policies, the economy, and demographic forces. Although they reflect im-
portant events in neighborhoods where many welfare recipients lived, they speak to socioeco-
nomic outcomes that are much broader than the income support system alone could influence.

The chapter’s final section (“Moving in Circles or Moving Out?”) links information
from the Urban Change survey of welfare recipients in 2000 to census tracts and vital records
information to understand to what extent welfare recipients are entrenched in poor neighbor-
hoods. More specifically, the section pulls a sample of survey respondents who lived in poor
neighborhoods in 1995 and examines their residential mobility between 1995 and 2000. Linking
survey, census, and vital records information about their neighborhoods, the analysis provides
insights about the proportion of respondents who moved, how far they moved, and to what ef-
fect, in terms of their housing and neighborhood conditions.

Finally, a brief explanation is in order about why this chapter divides neighborhoods by
poverty levels rather than by welfare concentration. Earlier Urban Change reports on Cuyahoga
and Philadelphia divide neighborhoods by welfare receipt rates, in order to monitor outcomes of
welfare reforms in places where many welfare recipients lived.” Appendix C extends several of
the trends discussed in those reports for two additional years, in order to provide interested read-
ers with an extended analysis of change in those places.

?For Cuyahoga, see Brock et al. (2002); for Philadelphia, see Michalopoulos et al. (2003).
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This chapter divides neighborhoods by poverty levels for several reasons. First, since the
earlier reports were written, the Census Bureau has released detailed information about neighbor-
hood composition and poverty rates in 2000, allowing for an analysis of change in the number and
composition of poor, working-poor, and nonpoor neighborhoods between 1990 and 2000.

Second, cash assistance caseloads in Cuyahoga declined so sharply that, by the end of
the 1990s, there were very few “high-welfare” neighborhoods left, and less than 20 percent of
all welfare recipients lived in them.?

Third, following the massive caseload declines of the late 1990s, administrators did not
shift their focus from moving recipients from welfare to work; they did, however, devote in-
creased attention to the working poor, both “on” and “off” the TANF rolls. Similarly, policy
researchers shifted their attention from TANF leavers to the needs and circumstances of the
broader working-poor population.

Fourth, as this chapter discusses in relation to Cleveland, much of the neighborhood-
level change that occurred in the 1990s happened among working-poor neighborhoods located
in the older ring of “first suburbs” between the high-poverty, inner-city clusters and the pros-
perous, growing outer-ring suburbs.*

Neighborhood Poverty

As discussed in Chapter 1 (see Table 1.2), Cuyahoga and Philadelphia Counties were
similar demographically in 1990. Each county had about 1.5 million residents, most of whom
were non-Hispanic whites or non-Hispanic blacks, with relatively small but growing Hispanic,
Asian, and foreign-born constituencies. More than half of residents were working-age adults,
about 60 percent of whom were engaged in the labor force. But there were a few important dif-
ferences between the counties in 1990. Philadelphia had a higher median family income than
Cuyahoga ($42,690 versus $33,379) but also a substantially higher poverty rate (20 percent ver-
sus 14 percent). The geographic boundaries of the City and County of Philadelphia are cotermi-
nous, while Cuyahoga County includes several middle-income suburban municipalities. Thus,
while levels of poverty and social distress within the City of Cleveland were similar to those of
Philadelphia, Cuyahoga County’s middle-income suburbs buoyed overall county trends and
contributed to the county’s municipal revenues. And there are other indications that Cuyahoga’s
economy was stronger than Philadelphia’s in the 1990s. Between 1994 and 2003, Cuyahoga

*Unfortunately, geocoded administrative records of welfare receipt were not available for the post-
2000 period in Philadelphia, which shortens the data series presented here and precludes a pre-welfare
versus post-welfare concentration analysis in Appendix C.

*Puentes and Warren (2006).
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experienced seven straight years of unemployment rates of less than 5 percent. Meanwhile, un-
employment rates in Philadelphia never dipped below 6 percent; in fact, they remained above 7
percent for six of those ten years. Over the decade, inflation-adjusted median family income
rose 38 percent in Cuyahoga, while it fell 3 percent in Philadelphia; and while Cuyahoga’s labor
force participation rate increased and its poverty rates slightly declined, the converse was true in
Philadelphia.

Although this chapter divides each county’s neighborhoods into three types — poor,
working-poor, and nonpoor — in reality, families are arrayed along a continuum, ranging from
those whose income falls far short of essential expenses to those who have substantial discre-
tionary income. Even among “poor” families, some are much poorer than others. Economists
often estimate that it takes an income of about twice the federal poverty guideline to meet a
typical family’s expenses.

For example, one recent study, based on the National Survey of America’s Families, es-
timates that 59 percent of families with incomes below twice the federal poverty line had a full-
time, full-year worker. But even among this “high-work, low-income” group of families, less
than half had employer-sponsored health insurance. More than a third had no health insurance
coverage, public or private. More than a quarter could be described as “food insecure,” meaning
that they reported that the food ran out by the end of the month, or that they worried that it
would, or that they skipped meals so that it would not. A similar proportion could be described
as “housing insecure,” meaning that they reported a time in the past year when they were unable
to pay the mortgage, rent, or utility bill.’

Change in the Composition and Circumstances of Residents Within the
Three Types of Neighborhoods

Declines in Cuyahoga’s poverty from 1990 to 2000 were concentrated in its poor
neighborhoods. Table 5.2 shows that, in 1990, two-fifths of Cuyahoga’s neighborhoods were
nonpoor; a third were poor; and just over a quarter were working-poor. Some of Cuyahoga’s
favorable demographic trends — such as increasing educational attainment, total labor force
participation rates, and median family income — were evident across all three types of
neighborhoods. But the county’s declines in poverty over the decade were concentrated in its
poor neighborhoods.

Cuyahoga’s poor neighborhoods changed differently than the other two types of
neighborhoods in at least six additional ways. Four changes were for the better and are probably

>This paragraph about low-income working families borrows heavily from Acs and Loprest (2005).
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The Project on Devolution and Urban Change
Table 5.2

Demographic Composition and Labor Force Participation, by Neighborhood Poverty Status,
Cuyahoga, 1990 and 2000

Working-Poor Nonpoor
Poor Neighborhoods Neighborhoods Neighborhoods
(N=155) (N=128) (N=186)
Percentage Percentage Percentage
1990 2000 Change® 1990 2000 Change® 1990 2000 Change®

Population 355,656 323,749 -9 389,031 382,690 -2 651,266 669,261 3
Age composition (%)
Children (ages 0-14) 25.8 27.2 6 18.4 19.6 7 18.5 18.9 2
Teens (ages 15-19) 7.5 7.2 -3 5.8 5.9 1 6.0 6.1 1
Adults (ages 20-64) 54.5 54.4 0 58.5 59.5 2 59.0 58.2 -1
Seniors (ages 65 and up) 12.3 11.2 -9 17.3 15.0 -13 16.5 16.8
Racial/ethnic composition and nativity (%)
Hispanic 4.8 7.4 54 1.8 34 89 0.9 1.3 49
Black, non-Hispanic 64.5 67.2 4 20.2 25.8 28 5.5 8.2 50
White, non-Hispanic 29.7 22.6 -24 76.7 66.9 -13 92.0 86.8 -6
Asian 0.6 0.7 15 1.1 1.6 45 1.5 23 50
Foreign born 3.1 35 13 59 6.6 11 6.8 7.5 11
Education and labor force participation (%)
Adults without a high school diploma 46.0 357 =22 27.2 19.6 -28 15.7 10.5 -33
Total labor force participation rate 52.9 54.4 3 63.1 64.0 1 65.1 65.5 1

Male labor force participation rate 61.0 51.1 -16 72.1 70.9 -2 75.4 73.8 -2

Female labor force participation rate 46.5 54.4 17 55.6 58.2 5 56.1 58.3 4
Median rent and home ownership
Median rent (2005 dollars) 416 466 12 532 543 2 673 677 1
Five-year household mobility rate (%) 57.4 543 -5 59.8 57.0 -5 63.7 64.2 1
Home ownership (%) 37.8 39.0 3 58.5 58.2 -1 78.1 78.4 0

(continued)
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Table 5.2 (continued)

‘Working-Poor Nonpoor
Poor Neighborhoods Neighborhoods Neighborhoods
(N=155) (N =128) (N =186)
Percentage Percentage Percentage
1990 2000 Change® 1990 2000 Change” 1990 2000 Change”

Income and poverty

Median family income (2005 dollars)

Ratio of income to poverty (%)

Below 50% of poverty
Below 100% of poverty
Below 200% of poverty

Poverty rate, by age group
Child poverty rate
Adult poverty rate

Provider ratio

Ratio of working adults to children”

22,350 24,609 10
22.0 17.9 -19
37.2 33.6 -10
61.1 60.0 -2
523 46.6 -11
31.9 16.5 -48
1.22 0.87 -29

42,881

4.5
9.5
28.3

13.4
8.2

2.57

43,765

4.6
10.9
29.5

14.7
6.1

243

9
-26

-5

60,223 63,396 5
1.4 1.8 25

32 4.1 29
11.9 13.4 13
3.6 4.6 26
2.7 2.2 -19
2.71 2.66 -2

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.

NOTES: “The 1990 to 2000 percentage change is calculated as follows: ([2000 value - 1990 value] / 1990 value) x 100.

"The ratio of working adults to children is defined as the number of adults in the civilian labor force (both employed and
unemployed, but looking for work) divided by the number of children ages 0 to 18 years old.



at least partly attributable to the combination of welfare reform policies and the strong econ-
omy. First, the female labor force participation rate increased by a remarkable 17 percent, clos-
ing the gap between poor neighborhoods and the other two types by half. Second, the child pov-
erty rate declined by 11 percent in poor neighborhoods while increasing in the other types.
Third, although adult poverty rates declined across all three types of neighborhoods, they fell
most sharply in poor neighborhoods. Finally, and similarly, although median family income
increased across the neighborhoods, it increased most substantially (10 percent) in poor
neighborhoods. In at least two other ways, however, Cuyahoga’s poor neighborhoods fared
worse than the working-poor and nonpoor neighborhoods. The male labor force participation
rate fell by 16 percent, and — partly as a consequence — the ratio of working adults to children
fell furthest in poor neighborhoods. (Prior Urban Change reports have found the ratio of work-
ing adults to children to be highly correlated with outcomes for children and families.)

Meanwhile, Philadelphia’s increasing poverty rates from 1990 to 2000 were concentrated
in its working-poor neighborhoods. In 1990, nearly two-fifths of Philadelphia neighborhoods were
poor; another two-fifths were working-poor; and less than one-fifth were nonpoor. Unlike in
Cuyahoga, educational attainment and labor force participation rates declined across all three
types of neighborhoods in Philadelphia, as shown in Table 5.3. The proportion of residents who
had incomes of less than 50 percent, 100 percent, and 200 percent of poverty increased in each
type of neighborhood, as did the adult poverty rate. But indicators of growing disadvantage were
most evident in Philadelphia’s working-poor neighborhoods, where median family income de-
clined 7 percent and rates of poverty and extreme poverty increased by nearly 50 percent.

Although poverty increased across the three types of neighborhoods in Philadelphia, the
poor neighborhoods fared best (perhaps because they had the most room to improve). The child
poverty rate declined in poor neighborhoods but increased in the other two types, and the other pov-
erty indicators increased most slowly in poor neighborhoods. Nevertheless, in Philadelphia as in
Cuyahoga, the male labor force participation rate declined most sharply in poor neighborhoods.’

Change in the Number and Location of the Three Types of
Neighborhoods

Within the City of Cleveland, about a dozen working-poor neighborhoods became poor,
and another dozen moved from poor to working-poor, but the overall number of poor neighbor-
hoods remained stable. Meanwhile, consistent with national trends, several of Cuyahoga’s in-
ner-ring suburbs became working-poor. Between 1990 and 2000, the number of working-poor

®For an extensive analysis of why disadvantaged men did not appear to benefit from the economic expan-
sion of the 1990s, see Mincy (2006).
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Table 5.3

Demographic Composition and Labor Force Participation, by Neighborhood Poverty Status,
Philadelphia, 1990 and 2000

Working-Poor Nonpoor
Poor Neighborhoods Neighborhoods Neighborhoods
(N =138) (N =126) (N=61)
Percentage Percentage Percentage
1990 2000 Change® 1990 2000 Change® 1990 2000 Change®

Population 649,877 595,884 -8 651,091 647,756 -1 261,957 257,075 -2
Age composition (%)
Children (ages 0-14) 24.0 24.8 4 18.0 20.1 12 16.7 16.7 0
Teens (ages 15-19) 8.1 8.9 10 5.8 6.3 10 6.1 54 -11
Adults (ages 20-64) 55.9 55.1 -1 58.3 58.2 0 60.3 59.7 -1
Seniors (ages 65 and up) 12.1 11.1 -8 18.0 15.4 -14 16.9 18.2 8
Racial/ethnic composition and nativity (%)
Hispanic 9.9 13.6 38 23 59 151 1.3 2.8 107
Black, non-Hispanic 63.3 63.5 0 26.2 33.6 28 13.3 16.0 20
White, non-Hispanic 23.4 16.3 -31 68.6 53.6 =22 83.2 76.1 -9
Asian 3.0 43 44 2.6 4.4 69 1.9 3.6 87
Foreign born 53 7.1 34 7.9 10.8 36 6.8 9.3 36
Education and labor force participation (%)
Adults without a high school diploma 46.1 59.4 29 32.6 37.9 16 21.6 27.4 26
Total labor force participation rate 53.1 50.4 -5 60.6 58.5 -3 65.6 62.3 -5

Male labor force participation rate 60.5 535 -12 69.7 64.3 -8 75.3 69.1 -8

Female labor force participation rate 47.2 48.1 2 53.2 53.8 1 57.5 56.7 -1
Median rent and home ownership
Median rent (2005 dollars) 495 485 -2 625 597 -4 720 730 1
Five-year household mobility rate (%) 62.2 61.0 -2 65.9 61.8 -6 67.7 65.4 -3
Home ownership (%) 54.7 51.2 -6 65.8 62.5 -5 69.7 67.8 -3

(continued)
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Table 5.3 (continued)

‘Working-Poor Nonpoor
Poor Neighborhoods Neighborhoods Neighborhoods
(N =138) (N=126) (N=61)
Percentage Percentage Percentage
1990 2000 Change” 1990 2000 Change’ 1990 2000
Income and poverty
Median family income (2005 dollars) 27,286 27,588 1 46,742 43,552 -7 69,168 68,126 -2
Ratio of income to poverty (%)
Below 50% of poverty 19.2 19.5 2 5.4 8.5 57 2.6 3.7 42
Below 100% of poverty 34.9 36.1 3 11.8 17.2 45 5.1 7.5 47
Below 200% of poverty 59.2 60.5 2 30.3 37.3 23 14.8 19.9 34
Poverty rate, by age group
Child poverty rate 48.6 46.5 -4 15.5 22.8 47 5.7 7.2 26
Adult poverty rate 30.2 32.7 8 10.1 15.5 54 4.5 7.2 61
Provider ratio
Ratio of working adults to children® 1.39 1.24 -11 2.52 2.09 -17 3.08 2.92 -5

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.

NOTES: “The 1990 to 2000 percentage change is calculated as follows: ([2000 value - 1990 value] / 1990 value) x 100.
®The ratio of working adults to children is defined as the number of adults in the civilian labor force (both employed and
unemployed, but looking for work) divided by the number of children ages 0 to 18 years old.



neighborhoods increased from 128 to 139; the number of nonpoor neighborhoods declined from
186 to 175; and the number of poor neighborhoods remained the same at 155.

Figure 5.1 illustrates changes in neighborhood poverty across Cuyahoga County. One
set of changes involves neighborhoods that moved between poor and working-poor statuses.
This set of changes occurred almost entirely within the City of Cleveland, along the periphery
of its poverty clusters on the east and west sides. For example, almost all the neighborhoods that
progressed from poor to working-poor (12 of the 14) were located within the City of Cleveland.
They included census tracts in such neighborhoods as Clark-Fulton, Euclid Green, and Glen-
ville. Most of the neighborhoods that regressed from working-poor to poor (11 of the 14) were
also within the city. They included tracts in the neighborhoods of Buckeye-Shaker, Cudell,
North and South Collinwood, Old Brooklyn, South Broadway, and the Stockyards.

Another set of changes involves neighborhoods that moved between working-poor and
nonpoor statuses. This set of changes occurred almost entirely outside the City of Cleveland, in
the inner-ring suburbs along the municipal boundary. For example, many of the tracts that re-
gressed from nonpoor to working-poor were located in the “Heights” neighborhoods just south
of the city: Bedford Heights, Brooklyn Heights, Garfield Heights, Maple Heights, and Middle-
burg Heights. Several of the tracts that progressed from working-poor to nonpoor were located
on the outer edge of the working-poor clusters, in such neighborhoods as Brookpark, Cleveland
Heights, Lakewood, North Olmstead, and South Euclid.

Meanwhile, in Philadelphia, the number of poor neighborhoods increased along the
edges of poverty clusters on the city’s north, west, and south sides. Between 1990 and 2000, the
number of poor Philadelphia neighborhoods increased from 138 to 166; the number of working-
poor neighborhoods declined from 126 to 114; and the number of nonpoor neighborhoods de-
clined from 61 to 45.

Figure 5.2 provides more detail about how neighborhoods changed in Philadelphia. The
most common change was increasing poverty rates along the edges of poverty clusters on the
city’s north, west, and south sides. Thirty-five working-poor census tracts in neighborhoods like
East Mt. Airy, Fairmount-Spring Garden, Ogontz, and Olney became poor. Only a handful of
poor tracts progressed from poor to working-poor. Two of these were located in University
City, where the University of Pennsylvania led an aggressive revitalization effort.” As in Cuya-
hoga, most of the neighborhoods that moved from nonpoor to working-poor were located along
the outer edge of Philadelphia’s working-poor neighborhoods — in places like Bustleton and
Somerton to the northeast, Oak Lane to the north, and Roxborough and Manyunk to the west.

"Kromer (2000).
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Figure 5.2

Change in Neighborhood Poverty, Philadelphia, 1990 to 2000

7 ,' ,
2y

[l Poor (130 tracts)

Working-poor to poor (35 tracts)

Poor to nonpoor (1 tract)

Poor to working-poor (7 tracts)

Working-poor (85 tracts)

Nonpoor to working-poor (22 tracts)

Working-poor to nonpoor (6 tracts)

[ ] Nonpoor (38 tracts)

Nonpoor to poor (1 tract)

[ Nonresidential (40 tracts)

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.
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Cuyahoga’s and Philadelphia’s experiences with neighborhood poverty in the 1990s
were consistent with national and regional trends in the distribution of household and neighbor-
hood income. Both trends reflected growing economic strain among working-class families.
Increasing poverty rates in Philadelphia were fairly typical of many cities in the Northeast,
which recovered more slowly than other regions from the recession of the early 1990s.*

The suburbanization of poverty — evident in Cuyahoga — was also typical of the
1990s. The later years of the decade were among the most prosperous periods in recent mem-
ory. Unemployment rates fell to levels not seen since the early 1970s.” The poverty rate among
single-parent families reached a record low; employment levels among single-parent families
reached record highs; and the overall child poverty rate reached its lowest level since 1979."

Since the early 1970s, however, income inequality has grown, and while outcomes for
some disadvantaged populations — such as women, single parents, and welfare recipients —
have recently improved, outcomes have worsened for populations that relied on manufacturing-
level jobs (such as working-class men, particularly in the Midwest)."" For example, the male
income distribution has become increasingly unequal, as manufacturing jobs have been mecha-
nized and outsourced, organized labor has weakened, and wage growth has slowed. On the
other hand, the female labor supply has increased, buffering the effect of falling wages for two-
earner families but also contributing to increases in overall household inequality. Similarly,
since 2001, the poverty rate has begun inching up, and these increases have been largest in the
Midwest (along with steep declines in manufacturing employment) and among working-age,
non-Hispanic whites."

These changes have also affected the neighborhoods where these populations live. Across
metropolitan areas, the proportion of families with middle incomes (those with incomes of be-
tween 80 percent and 100 percent of the area’s median income) fell from 28 percent in 1970 to 22
percent in 2000; and the proportion of middle-income neighborhoods has declined even faster,
from 58 percent in 1970 to 22 percent in 2000."” And while poverty rates declined in most Mid-
western and Southern cities during the 1990s, they increased in inner-ring suburbs, such that, by
the end of the decade, nearly half (49 percent) of the metropolitan poor lived in the suburbs.'*

*Berube and Frey (2002).

’Danzinger and Meyer (2005).

""Haskins and Primus (2002).

""Danzinger and Meyer (2005); Puentes and Warren (2006).
"2Cadena and Sallee (2005).

PBooza, Cutsinger, and Galster (2006).

“Berube and Frey (2002).
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A Neighborhood View of the Safety Net

In Cuyahoga and Philadelphia, did neighborhood patterns of reliance on public assis-
tance correspond to the foregoing changes in neighborhood poverty rates? At the outset of wel-
fare reform, many observers suspected that the truly disadvantaged — poor adults living in poor
neighborhoods — were more reliant on public assistance, more likely to become long-term re-
cipients, and thus more vulnerable to time limits than their counterparts in less distressed
neighborhoods."

While the cash assistance caseload is a useful indicator of severe financial distress, the
food stamp caseload can serve as a useful indicator of more moderate financial distress. (Fami-
lies with incomes of up to 130 percent of the federal poverty guideline are eligible for food
stamps.) Of all the means-tested programs, the Food Stamp Program is the most responsive to
changes in unemployment and poverty, and it is the only one that covers all types of low-
income households — young and old, single adults as well as parents.'® And since food stamps
are not subject to time limits or to strictly enforced participation requirements, some families
might have left TANF but remained on food stamps during the late 1990s and early 2000s."”

At the outset of welfare reform, there were two sets of predictions about what might
happen to the food stamp caseload. One expectation was that as poor adults left cash assistance
due to welfare reform policies, they would also lose food stamp coverage. The national trend in
the first few years following welfare reform supported this expectation. Food stamp participa-
tion rates among eligible individuals declined dramatically, from approximately 75 percent in
1994 to 53 percent in 2001, although they have increased slightly since.'® Another expectation
was that poor families would try to do without cash assistance but would increasingly rely on
food stamps instead. If both these expectations were correct, one might expect to see declines in
the food stamp caseloads in poor neighborhoods — where welfare concentration was highest —
and increases in the food stamp caseloads in working-poor neighborhoods.

To examine these hypotheses, this chapter charts trends in three indicators of poor adults’
reliance on public assistance: the ratio of adult cash assistance recipients to poor adults (the cash
assistance take-up ratio); the ratio of adult food stamp recipients to poor adults (the food stamp

1See, for example, Wilson (1987); Wilson (1996); Jargowsky (1997).

"Greenstein and Guyer (2000).

"This is not meant to suggest that welfare reform did not affect the Food Stamp Program. On the contrary,
the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of 1996 eliminated food
stamp eligibility for noncitizens and made cuts in the program, which translated into a loss of about $241 a
month for a family of four earning the minimum wage. The Farm Security and Rural Investment Act of 2002
restored food stamp eligibility to noncitizen children and adults who have five years of U.S. residency.

"®Cunnyngham (2004).
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take-up ratio); and the long-term cash assistance receipt rate, defined as the proportion of adult
TANTF recipients who received assistance for 18 or more of the previous 24 months."

Figure 5.3 charts trends in the three components of the adult food stamp take-up ratio
for the three types of neighborhoods in Cuyahoga. The top panel shows that the number of adult
food stamp recipients declined most sharply in poor neighborhoods. But because the number of
poor adults declined in poor neighborhoods and increased in the other two types (as shown in
the middle panel), food stamp take-up ratios were similar across neighborhoods (as shown in
the bottom panel). The bottom panel also shows that, throughout the decade, the adult food
stamp take-up ratio was considerably higher in nonpoor neighborhoods than in the others.*

Figure 5.4 shows that the opposite was true for cash assistance in Cuyahoga. Adult cash
assistance caseloads declined similarly across neighborhoods, but, because of the different
changes in the number of poor adults, take-up ratios declined most sharply in nonpoor
neighborhoods. In the beginning of the decade, the adult cash assistance take-up ratio was
higher in nonpoor neighborhoods than in the others; by the end of the decade, however, it had
fallen to less than 30 percent across neighborhoods.

Thus, at least two of the four expectations about food stamp and cash assistance
caseloads were not borne out by the Cuyahoga trends. Adult cash assistance caseloads declined
similarly in poor, working-poor, and nonpoor neighborhoods. And adult food stamp caseloads
did not increase in working-poor neighborhoods, as expected (although they did decline at a
slower rate than in poor neighborhoods). However, the sharper decline in the adult food stamp
caseload in poor neighborhoods might be consistent with the fear that disadvantaged families
would lose food stamps as they left welfare.

Figure 5.5 charts trends in the three components of the adult food stamp take-up ratio
for the three types of neighborhoods in Philadelphia. Across neighborhoods, the number of

"This analysis is purely descriptive. Although it tracks changes in receipt rates across the entire universe
of recipients, it does not support inferences about the effects of reform. Precise estimates of benefit take-up
rates require much closer and synchronous alignment of recipients and potential recipients than the rough take-
up ratios presented here (see Castner and Schirm, 2006). Because households are eligible for food stamps at
incomes up to 130 percent of poverty, the take-up ratios of food stamp receipt among adults below 100 percent
of poverty presented here are often greater than 100 percent. And because only poor households with children
are eligible for TANF, the take-up ratios of TANF receipt among poor adults presented here will be lower than
the true take-up rates. Nevertheless, the ratio of recipients to poor adults is an accessible and informative meas-
ure of change at the local level.

As noted above, families with incomes of up to 130 percent of the federal poverty guideline are eligible
for food stamps. By definition, food stamp recipients with incomes between 100 percent and 130 percent of the
poverty guideline will be counted in the numerator of the take-up ratio, but they will not be counted in the de-
nominator (which includes only families with incomes below 100 percent of the poverty guideline).
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Figure 5.3

Adult Food Stamp Recipients, Poor Adults, and Adult Food Stamp Take-Up Ratio,
by Neighborhood Poverty Status, Cuyahoga, 1992-2000
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SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.

NOTE: Because household are eligible for food stamps at incomes up to 130 percent of poverty, the take-up ratios of food stamp receipt among adults below 100
percent of poverty presented here are often greater than 100 percent.
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Figure 5.4

Adult Cash Assistance Recipients, Poor Adults, and Adult Cash Assistance Take-Up Ratio,

by Neighborhood Poverty Status, Cuyahoga, 1992-2000
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Figure 5.5

Adult Food Stamp Recipients, Poor Adults, and Adult Food Stamp Take-Up Ratio,

by Neighborhood Poverty Status, Philadelphia, 1992-2000
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NOTE: Because household are eligible for food stamps at incomes up to 130 percent of poverty, the take-up ratios of food stamp receipt among
adults below 100 percent of poverty presented here are often greater than 100 percent.



adult food stamp recipients increased through the mid-1990s and then declined slowly until
1999, forming a gradual arc. Adult food stamp caseloads began declining earliest and fell fur-
thest in nonpoor neighborhoods. Meanwhile, the number of poor adults increased by 38 percent
in working-poor neighborhoods and by 40 percent in poor neighborhoods. Although falling by
1999, food stamp take-up ratios were still higher in poor and in working-poor neighborhoods
than they were in 1992. In nonpoor neighborhoods, however, they were down by 20 percent.

Figure 5.6 charts trends in the components of the adult cash assistance take-up ratio. In
poor and in nonpoor neighborhoods, the number of adult cash assistance recipients increased
through the mid-1990s and declined afterward, forming a gradual arc. In working-poor
neighborhoods, the adult cash assistance caseload declined almost every year, dropping 62 per-
cent between 1992 and 1999. Throughout the decade, both cash assistance and food stamp take-
up ratios were highest in poor neighborhoods.

Philadelphia’s experience did bear out the expectation that cash assistance caseloads
would decline earlier and faster in working-poor than in poor neighborhoods. (Somewhat unex-
pectedly, cash assistance also declined more sharply in working-poor than in nonpoor neighbor-
hoods.) But there was no evidence that poor adults in working-poor neighborhoods increasingly
relied on food stamps or that poor adults in poor neighborhoods lost them.

Figure 5.7 addresses the hypothesis that long-term receipt rates would be higher among
residents of poorer neighborhoods. In both counties, long-term receipt rates were slightly higher
in poor than in working-poor neighborhoods, but the trends were similar across neighborhoods.
Importantly, however, the trends differed considerably across counties. Although long-term re-
cipients made up similar proportions of the adult caseload in the two counties at the beginning
of the decade (71 percent in Philadelphia and 73 percent in Cuyahoga), long-term recipients
increased to a majority of Philadelphia’s caseload (86 percent) by 1999 but declined to a minor-
ity of Cuyahoga’s caseload (36 percent) by 2000. Thus, although neighborhood-level differ-
ences in poverty rates do not appear to have affected long-term receipt rates, metropolitan eco-
nomic, demographic, and policy factors do seem to have had a profound influence on the com-
position of the caseload.

Trends in Maternal and Infant Health

This section presents analyses that track trends in five indicators of maternal and infant
health through 2003, providing a real-time, continuous indication of how low-income commu-
nities responded to the economic shifts and policy changes of welfare reform. The indicators
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Figure 5.6

Adult Cash Assistance Recipients, Poor Adults, and Adult Cash Assistance Take-Up Ratio,
by Neighborhood Poverty Status, Philadelphia, 1992-2000
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Figure 5.7

Long-Term Adult Cash Recipients as a Proportion of All Adult Cash Recipients,
by Neighborhood Poverty Status, Cuyahoga and Philadelphia Counties
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presented here — which are based on vital records data collected by county health agencies —
reflect outcomes that are relatively rare even among poor families, such as teen births, inade-
quate prenatal care, low-birth-weight births, and infant deaths.”

Table 5.4 summarizes these trends across the three types of neighborhoods in Cuyahoga
and Philadelphia during three distinct time periods: pre-reform (1992-1996), early reform (1997-
1999), and later reform (2000-2003).* The first three columns indicate the direction of trends that
changed during the pre-reform period. Statistically significant changes (those greater than 10 per-
cent) are indicated by larger arrows, and smaller changes are indicated by smaller arrows.

In Cuyahoga, most indicators of maternal and child health improved across neighbor-
hoods in both the early and the later reform periods. The teen birthrate declined sharply both in
poor neighborhoods in the early reform period and in working-poor neighborhoods in the later
reform period.” The proportion of mothers receiving adequate prenatal care increased across
neighborhoods in both periods — and substantially so, in poor neighborhoods. The proportion
of mothers receiving any prenatal care declined slightly in poor and in working-poor neighbor-
hoods in the first few years after welfare reform, but it later increased. Trends in low-birth-
weight births were also mixed in the early reform period, and they increased noticeably in non-
poor neighborhoods in the later reform period. Taken together, these trends suggest that most
outcomes improved for low-income mothers and children. Three of the largest changes — de-
clines in the teen birthrate, increases in the percentage of births with adequate prenatal care, and
declines in the infant death rate — were evident in some of the most vulnerable neighborhoods
immediately after welfare reform.

In Philadelphia, three of the five indicators of maternal and infant health substantially
improved in poor neighborhoods in the early reform period (1997-1999). The teen birthrate fell,
and an increasing proportion of mothers received some prenatal care and adequate prenatal care.
But both indicators of prenatal care dipped in working-poor neighborhoods in the early reform
period, and rates of adequate prenatal care coverage declined across neighborhoods in the later
reform period (2000-2003).

*'MDRC purchased these administrative records of vital indicators from the Center on Urban Poverty and
Social Change at Case Western Reserve University (CWRU) and from the Philadelphia Health Management
Corporation (PHMC).

*Appendix B presents and discusses each of the individual trends for each of the three different types of
neighborhoods. Following up on earlier Urban Change reports, Appendix C shows how these trends changed
in neighborhoods where many welfare recipients lived in the period from 1992 to 1996. And Appendix D
shows how these trends changed countywide, as analyzed by race/ethnicity.

S Earlier Urban Change reports tracked changes in the rate of births to mothers ages 10 to 17, but, follow-
ing the conventions of reporting national health statistics, this report tracks changes in the rate of births to
mothers ages 15 to 19.
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Table 5.4

Summary of Trends in Neighborhood Conditions in the Pre-, Early, and Post-Reform Periods,

Cuyahoga and Philadelphia Counties

Trend in the Trend in the Early
Pre-Reform Period Reform Period

(1992-1996)

(1997-1999)

Trend in the Later
Reform Period

(2000-2003)

Working- Non-

Working- Non-

Working- Non-

Indicator Poor  Poor Poor Poor Poor Poor Poor  Poor Poor
Cuyahoga
Maternal and child health
Teen birthrate l - - l b 1 — — i * l*
Percentage of births with any prenatal care T 1 - e T T T T T
Percentage of births with adequate prenatal care T T T T*** R pre* re* i e
Low-birth-weight births as a percentage of all births - - — T - P - - T**
Rate of infant deaths per 1,000 live births - - - - ,l,** - - - —
Home mortgage applications and purchases among low-income households
Proportion of low-income households applying for mortgages T 1 1 - - - - - -
Approval rates of low-income applicants' home mortgage
purchase applications - - - l o ,l, wx J,*** T T ™

(continued)
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Table 5.4 (continued)

Trend in the Trend in the Early
Pre-Reform Period Reform Period

(1992-1996)

(1997-1999)

Trend in the Later
Reform Period

(2000-2003)

Working- Non-

Working- Non-

Working- Non-

Indicator Poor Poor Poor Poor Poor Poor Poor Poor Poor
Ratio of approved mortgage amount to applicants' income,
among low-income applicants 1 1 1 T R T el Dl T ok T - T***
Median amount of approved mortgages, among low-income
applicants (2005 dollars) ' 1 T T pe g o T T
Philadelphia
Maternal and child health
Teen birthrate l - - J,*** - - i - -
Percentage of births with any prenatal care e 1 - - - -
Percentage of births with adequate prenatal care T - - e e e e i T
Low-birth-weight births as a percentage of all births - - - - [ - - [l -
Rate of infant deaths per 1,000 live births - - - - ™ - - T** -

Safety

Deaths by homicide per 100,000

Home mortgage applications and purchases among low-income households

Proportion of low-income households applying for mortgages

1 T 1 -

T**

(continued)
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Table 5.4 (continued)

Indicator

Trend in the
Pre-Reform Period
(1992-1996)

Trend in the Early
Reform Period
(1997-1999)

Trend in the Later
Reform Period
(2000-2003)

Working- Non-
Poor  Poor  Poor

Working- Non-
Poor  Poor  Poor

Working- Non-
Poor  Poor  Poor

Approval rates of low-income applicants' home mortgage purchase

applications

Ratio of approved mortgage amount to applicants' income,

among low-income applicants

Median amount of approved mortgages, among low-income

applicants (2005 dollars)

*kk dokk
! 1 -
l *kk l Hkk l***
ok Hkk *kk
! ! !

SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.

NOTES: To compare trends in neighborhood indicators by neighborhood poverty status, average trends in the pre-reform period (1992-1996), the early

reform period (1997-1999), and the post-reform period (2000-2003) were compared.
Statistical tests were performed to determine whether changes across the three time periods are statistically significant. Statistical significance levels

are indicated as: *** = | percent; ** = 5 percent; and * = 10 percent.



By combining these five indicators into a single maternal and infant health “distress in-
dex,” a trend analysis at the neighborhood level can also show which neighborhoods are most
distressed and how the number and location of distressed neighborhoods changes over time. A
tract is defined as “distressed” if its level for each of the five indicators is more than one and a
half times as unfavorable as the median tract countywide. Note that this index of distress is a
relative measure. It identifies tracts with the highest risk level countywide at a particular time.
Therefore, increases in the number of distressed tracts should not be interpreted as increases in
absolute levels of distress (discussed above) but as increases in the number of tracts “falling be-
hind” the countywide median.

Figure 5.8 shows that the number of Cuyahoga neighborhoods that evidenced excep-
tionally high levels of social distress — as measured by maternal and infant health — declined
from 91 in the pre-reform period to 66 in the early reform period and then increased to 98 in the
post-reform period. Throughout the 14-year period, East Cleveland’s neighborhoods evidenced
particularly high levels of social distress.

Figure 5.9 shows that the number of Philadelphia neighborhoods that evidenced high
levels of social distress declined from 56 in the pre-reform period to 22 in the early reform pe-
riod and then to 12 in the post-reform period. Throughout the 14-year period, West Philadel-
phia’s neighborhoods evidenced acute and persistent levels of distress.

Homicide

This chapter uses homicide as a proxy for neighborhood safety, relying on vital records
of deaths by violent crime as collected by public health agencies.”* Homicide is reported more
consistently than other crimes, which are generally underreported. In fact, in 1998, it was dis-
covered that the Philadelphia police department had been systematically downgrading a number
of offenses.” Police reports were rewritten to remove mention of guns, knives, and other weap-
ons — and even of suspects — in order to downgrade aggravated assaults to minor assaults.
Domestic assaults were characterized as “hospital transport.”

Homicide has been thoroughly researched. Perhaps the most comprehensive recent re-
port for the present purpose is Murder Is No Mystery: An Analysis of Philadelphia Homicide,
1996-1999, which includes the following observations: 300 to 500 Philadelphians have been

*Importantly, these data record an incidence of homicide by the address of the victim and not by the ad-
dress of the incident, as on police reports. But because homicides are often committed close to the victim’s
address (indeed, over a quarter are committed in the victim’s home), the method of recording should not
change the major conclusions presented here.

»Fazlollah, Matza, and McCoy (1998).
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Figure 5.8

Summary of Social Distress as Measured by Maternal and Infant Health:
Snapshots of Cuyahoga Neighborhoods at Three Points in Time
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SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.
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Figure 5.9

Summary of Social Distress as Measured by Maternal and Infant Health:
Snapshots of Philadelphia Neighborhoods at Three Points in Time
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killed each year since the early 1970s. Most of the victims and nearly all of the alleged murder-
ers were men. More than half of the alleged murderers and over a third of the victims were be-
tween 18 and 24 years old. Three-quarters of the alleged murderers and the victims were Afri-
can-American. Most of the alleged murderers had prior arrests. In fact, more than half were
awaiting trial or sentencing at the time of the murder.*

Perhaps the only good news about homicide is that it declined to record lows through-
out the 1990s. Nationally, the incidence of homicide declined between 1991 and 2000, and the
rate has remained fairly stable since.”” Table 5.4 summarizes homicide trends across the three
types of neighborhoods in Philadelphia during the pre-reform (1992-1996), early reform (1997-
1999), and later reform (2000-2003) periods. The homicide rate declined dramatically in Phila-
delphia’s poor neighborhoods in both the early and the later reform periods.

Unfortunately, homicide data for Cuyahoga are available only for the City of Cleve-
land, which precludes a statistical analysis of change over time. But Appendix Figure B.6 shows
that the homicide rate declined through 1999 in Cleveland’s poor neighborhoods before increas-
ing in the early 2000s.

Home Investments

In addition to monitoring risks among the most disadvantaged populations, such as low-
income families, it is also important to assess progress. One set of indicators of financial well-
being is participation in the home mortgage market. Earlier Urban Change reports find that 14
percent of Cuyahoga survey respondents and 26 percent of Philadelphia respondents owned a
home in 2001 — an increase of 9 percentage points in each county since the 1998 survey inter-
view.”® This analysis relies on data provided under the 1975 Home Mortgage Disclosure Act
(HMDA), which requires lenders to report the approval rates and amounts for home purchases,
broken down by applicants’ characteristics, such as race and sex, and by property location.”
Specifically, the data track trends in the proportion of low-income families applying for home
mortgages, their approval rates, and the amounts approved (both in 2005 dollars and as a ratio
of their income).

*%Tierney, McClanahan, and Hangley (2001).

?7U.S. Department of Justice, Bureau of Justice Statistics (2006).

*Brock et al. (2002, p. 125); Michalopoulos et al. (2003, p. 131).

HMDA loan amounts have been found to be closely correlated with single-family home sales prices
at the census-tract level across multiple cities. Economists have demonstrated that a wide range of
neighborhood amenities and disamenities are capitalized into the values of properties located nearby
(Galster, Hayes, and Johnson, 2004). MDRC has purchased and analyzed these data for the period from
1992 to 2003.
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Table 5.4 summarizes these trends across the three different types of neighborhoods in
Cuyahoga and Philadelphia during the pre-reform (1992-1996), early reform (1997-1999), and
later reform (2000-2003) periods. The first three columns indicate the direction of trends that
changed during the pre-reform period. Statistically significant changes (those greater than 10
percent) are indicated by larger arrows, and smaller changes are indicated by smaller arrows.

In Cuyahoga, roughly 63 percent of the 9,500 homes purchased each year by low-
income families were located in poor neighborhoods (not shown). Home mortgage approval
rates declined across neighborhoods — substantially in the early reform period and less so in the
later reform period. Over time, however, approved borrowers (like other borrowers countywide)
qualified for higher mortgage amounts (even after controlling for inflation). These increases in
purchasing power were substantial in poor neighborhoods in the early reform period and across
neighborhoods in the later reform period. Taken together, these indicators suggest that the
1990s were a period of increased home mortgage costs and declining approval rates for low-
income borrowers across Cuyahoga neighborhoods.

In Philadelphia, roughly 72 percent of the 11,000 homes purchased each year by low-
income families were located in working-poor neighborhoods (not shown). An increasing pro-
portion of low-income households applied for mortgages in the early reform period, especially
in working-poor and nonpoor neighborhoods. Perhaps reflecting increased participation in
home investments, the approval rates for borrowers in poor and in working-poor neighborhoods
dipped in the early reform period, along with approved mortgage amounts. But their purchasing
power increased after 2000. The 1990s were a period of rising home mortgage participation
rates among low-income Philadelphia families, and the early 2000s were a period of increased
home equity.

Moving in Circles or Moving Out?

Poor families are highly mobile; according to prior Urban Change reports, nearly 80
percent of Cuyahoga survey respondents and 64 percent of Philadelphia respondents moved at
least once between 1995 and 2000. Concerned that poor neighborhoods offer greater risks and
fewer opportunities for low-income families, some housing experts propose policies to enable
such families to move to middle-income neighborhoods.* Others propose strategies to revitalize

%For findings of the Moving to Opportunity for Fair Housing Demonstration, see Orr et al. (2003); for
findings of the Gatreaux studies, see Rabinowitz and Rosenbaum (2000); for findings of the Hope VI studies,
see Popkin et al. (2004).
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poor neighborhoods.” Essential to either strategy is a solid empirical understanding about mo-
bility patterns among poor families: How many move? How far? And to what effect?

Calculations based on census data estimate that the five-year mobility rate in poor
neighborhoods across major metropolitan areas is about 50 percent, although the rate is some-
what lower in the Northeast than in the growing West and lower in highly segregated metropoli-
tan areas and in tight housing markets.”> Not surprisingly, younger households, households
without children, and renters are more mobile than older households, households with children,
and home owners.

Census data provide some information about the characteristics of households who
moved into their current housing within the past year and the past five years. But few data
sources provide insights into how far families move. Those sources that do suggest that black
families and families with less education, lower labor force participation rates, and portable
housing subsidies tend to move short distances.*

This analysis draws on the Urban Change survey of women who received welfare in
1995 and who were interviewed in 1998 and again in 2001. More specifically, the Urban
Change Respondent Survey sample consists of women who, in May 1995, were single mothers
ages 18 to 45 who were receiving cash welfare, food stamp benefits, or both. Based on these
administrative records of cash or food stamp benefits, the survey sample was randomly selected
from women who were living in census tracts where either the poverty rate exceeded 30 percent
or the rate of welfare receipt exceeded 20 percent — that is, in the most economically disadvan-
taged neighborhoods in each county.**

Table 5.5 compares the two counties’ nonmovers and movers in terms of personal char-
acteristics, housing hardships and conditions, and neighborhood characteristics. It is estimated

*'For a discussion of the accomplishments of the Empowerment Zone program, see U.S. Department of
Housing and Urban Development and U.S. Department of Agriculture (1999).

2This paragraph draws heavily on a literature review prepared for MDRC by Galster (2002).

3Larner (1993).

#As in the earlier Urban Change reports, the Cuyahoga analysis sample is restricted to the 689 women
who were receiving welfare in May 1995 and who responded to both the 1998 and the 2001 survey. Similarly,
the Philadelphia analysis sample is restricted to the 638 woman who were receiving welfare in May 1995 and
who responded to both the 1998 and the 2001 survey. Response rates for the Cuyahoga surveys were 80 per-
cent in 1998 and 86 percent in 2001, and response rates for the Philadelphia surveys were 79 percent in 1998
and 82 percent in 2001. Analyses of attrition bias for the Cuyahoga sample concluded that respondents to the
2001 survey were not significantly different from nonrespondents on several key characteristics, such as
race/ethnicity, age, marital status, educational attainment, and welfare status. In Philadelphia, women who were
still single at the time of the 2001 interview were slightly more likely to respond than those who were married
or separated. Although it is possible that women who moved farther would be less likely to be located for the
second survey, the relatively high 2001 response rates and the minimal response bias suggest that the sample
for this analysis is representative of the 1998 respondent sample.
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Table 5.5
Characteristics and Experiences of Welfare Recipients in 2000, by Five-Year Mobility Status

Cuyahoga Philadelphia
Nonmovers Movers Nonmovers Movers

Average distance moved (miles) 0.0 3.0 0.0 2.1
Personal characteristics
Age 40 36 HE* 39 36 H**
Race/ethnicity

Black, non-Hispanic 83.7 81.8 74.4 76.3

White, non-Hispanic 7.3 9.5 4.9 3.8

Hispanic 6.5 6.6 19.2 18.6
Marriage and family

Never married 52.8 56.1 69.0 61.4

Number of children 1.8 2.3 ** 1.8 2.2 **
Education, work, and public receipt status

No high school diploma or GED 29.3 324 40.4 41.6

Currently employed 78.0 75.0 67.5 70.9

Received welfare in prior month 14.6 14.7 29.1 30.2

Received food stamps in prior month 35.8 47.7 ** 51.2 53.7
Home ownership 9.8 7.9 29.1 14.5 #**

(continued)
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Table 5.5 (continued)

Cuyahoga Philadelphia
Nonmovers Movers Nonmovers Movers

Situational housing hardships in past year
Had trouble finding a place to live 15.1 26.4 ** 16.4 27.0 **
Housing condition hardships (current)
Leaky roof or ceiling 16.3 11.5 25.1 17.6
Plumbing problems 12.2 11.1 20.7 10.4 **
Broken windows 16.3 12.5 26.6 14.3 **
Lead paint 6.5 5.4 10.4 5.3 **
Exposed electrical wires 9.8 8.2 15.3 10.2
Rats, mice, roaches, or other insects 23.6 24.8 55.7 44.8
Unreliable furnace, boiler, or heater 8.1 6.3 9.9 7.9
Unreliable stove or refrigerator 9.8 8.4 11.3 8.1
Neighborhood characteristics
Poverty status of neighborhood (2000)

Poor 97.6 74.4 F** 100.0 86.9 ***

Working-poor 2.4 21.5 *** 0.0 13.1 ***

Nonpoor 0.0 4.1 0.0 0.0
Change in the neighborhood rate of homicide

(per 100,000) between 1995 and 2000 -11.6 -8.1 -1.0 -16.2 ***
Neighborhood good or very good for children 65.0 68.2 41.9 59.8 **
Sample size 123 559 203 397

SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators
Database.

NOTE: Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent; and * = 10 percent.



that 82 percent of Cuyahoga respondents and 66 percent of Philadelphia respondents moved at least
once between 1995 and 2001.* Movers in both counties were younger than nonmovers and had
slightly more children, on average. They were also more likely than nonmovers to report having had
trouble finding a place to live in the prior year (perhaps because they were more likely to be looking
for a different place to live). By contrast, nonmovers more often owned their home than movers did
(particularly in Philadelphia), and, as owners of properties in poor neighborhoods, they were more
likely to report such housing problems as faulty plumbing, broken windows, and lead paint. By the
end of the decade, almost all the neighborhoods of nonmovers were still poor, while some movers in
each county had relocated to working-poor neighborhoods. In Philadelphia, some movers had also
relocated to much safer neighborhoods, as evidenced by the change in the level of homicide in their
1995 and their 2000 neighborhood of residence (see the last panel of Table 5.5).

How far did families move between 1995 and 2000, and were those who moved farther
away more likely to escape poverty than those who moved locally? Among movers, the average
distance moved was three miles in Cuyahoga and two miles in Philadelphia (see the top row of
Table 5.5). To assess whether families who moved farther than average fared better in terms of
housing and neighborhood conditions, Table 5.6 divides families in each county into three
groups based on the distance between their 1995 and 2000 residential addresses.* In Cuyahoga
in 2000, nearly a third (32 percent) of welfare recipients lived three miles or more from their
1995 address; just over a quarter (26 percent) lived between one and three miles from their ear-
lier address; and the remaining 42 percent lived within a mile of that address. For convenience,
the groups are referred to, respectively, as “leavers,” “locals,” and “stayers.” In Philadelphia, 58
percent of the sample were stayers; 26 percent were locals; and 16 percent were leavers.

*These estimates are based on both survey responses and actual addresses captured from administrative
records to define movers and nonmovers. To be categorized as a nonmover, a respondent must have reported
that she “did not move in the past year” on both the 1998 and the 2001 survey. In addition, administrative re-
cords of her neighborhood address in 1995, 1998, and 2001 must have matched. The estimates of mobility
between 1995 and 2001 are based on this stringent definition, which draws on two surveys and three monthly
addresses from administrative records.

38Specifically, this analysis calculates the distance between the centroid (that is, the geographic center) of
each survey respondent’s 1995 and 2000 census tract of residence. This analysis treats distance moved as a
categorical variable, dividing the sample into three groups, in order to compare the circumstances and experi-
ences of families that made short-, medium-, and longer-distance moves. (Nonmovers in each county are
grouped together with those who moved less than one mile.) Given that the average distance moved was three
miles in Cuyahoga and a little less in Philadelphia, a three-mile interval serves as a convenient way to divide
the sample into these three groups. And as three miles is a fairly good-length walk, a move of more than three
miles from one address to another suggests a move to a different “walking neighborhood.” Inasmuch as Cuya-
hoga County covers a land area of 458 square miles and Philadelphia County covers a land area of 135 square
miles, there are many possible moves of three miles within each county. To confirm that distance moved pre-
dicts differences in housing and neighborhood circumstances — irrespective of the three-mile threshold —
separate analyses for each county treat distance moved as a continuous variable. Those analyses confirm the
relationship between distance moved and the predictor variables listed in Table 5.6.
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Table 5.6

Characteristics and Experiences of Welfare Recipients in 2000, by Distance Moved from 1995 Address

Cuyahoga Philadelphia
Stayers Leavers Stayers Leavers
Moved Locals Moved Moved Locals Moved
Less Than Moved More Than Less Than Moved More Than
1 Mile 1-3 Miles 3 Miles 1 Mile 1-3 Miles 3 Miles
Average distance moved (miles) 0.2 2.0 5.6 0.1 1.9 5.3
Personal characteristics
Age 38 35 35 * 38 36 35 wEE
Race/ethnicity
Black, non-Hispanic 80.4 80.8 85.5 72.0 79.9 82.3
White, non-Hispanic 10.9 7.3 8.2 5.4 2.6 2.1
Hispanic 6.3 9.6 4.5 21.1 16.2 14.6
Marriage and family
Never married 54.7 55.1 56.8 62.9 66.2 64.2
Number of children 2.0 2.6 2.2 2.0 2.1 2.1 **
Education, work, and public receipt status
No high school diploma or GED 33.0 37.9 25.5 42.3 35.1 46.9 **
Currently employed 76.9 70.9 77.6 68.2 66.7 79.5
Received welfare in prior month 13.7 16.9 14.1 32.6 26.6 25.0
Received food stamps in prior month 40.7 55.4 43.8 ** 52.9 55.2 49.0
Home ownership 9.8 6.3 7.7 24.4 15.6 7.6 *F*

(continued)
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Table 5.6 (continued)

Cuyahoga Philadelphia
Stayers Leavers Stayers Leavers
Moved Locals Moved Moved Locals Moved
Less Than Moved More Than Less Than Moved More Than
1 Mile 1-3 Miles 3 Miles 1 Mile 1-3 Miles 3 Miles
Neighborhood characteristics
Poverty status of neighborhood (2000)
Poor 95.1 82.5 54.1 F** 98.9 85.1 74.0 ***
Working-poor 4.9 15.8 36.8 *** 1.1 14.9 26.0 ***
Nonpoor 0.0 1.7 9.1 0.0 0.0 0.0
Change in the neighborhood rate of homicide
(per 100,000) between 1995 and 2000 -6.0 -7.0 -15.0 -3.9 -18.6 -24.9 ***
Neighborhood good or very good for children 66.2 68.0 69.3 443 64.7 71.0 **
Sample size 285 177 220 350 154 96

SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.

NOTE: Statistical tests were used to assess differences across the subgroups. Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent;

and * = 10 percent.



651

Table 5.6 (continued)

Cuyahoga Philadelphia
Stayers Leavers Stayers Leavers
Moved Locals Moved Moved Locals Moved
Less Than Moved More Than Less Than Moved More Than
1 Mile 1-3 Miles >3 Miles 1 Mile 1-3 Miles >3 Miles
Neighborhood characteristics
Poverty status of neighborhood (2000)
Poor 95.1 82.5 54.1 *** 98.9 85.1 74.0 F**
Working-poor 4.9 15.8 36.8 *** 1.1 14.9 26.0 ***
Nonpoor 0.0 1.7 9.1 0.0 0.0 0.0
Change in the neighborhood rate of homicide
(per 100,000) between 1995 and 2000 -6.0 -7.0 -15.0 -3.9 -18.6 -24.9 ***
Neighborhood good or very good for children 66.2 68.0 69.3 443 64.7 71.0 **
Sample size 285 177 220 350 154 96

SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.

NOTE: Statistical tests were used to assess differences across the subgroups. Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent;

and * = 10 percent.



Table 5.6 shows that there were few significant personal differences among the three
groups. Leavers were younger in both counties. As was true of nonmovers, Philadelphia stayers
were significantly more likely to own houses in poor neighborhoods and thus were more likely
to report housing problems, such as leaks, broken windows, or lead paint.

Locals in both counties were significantly more likely than the others to participate in
the federal Section 8 program (a portable housing subsidy for low-income families). Cuyahoga
leavers were more likely than stayers or locals to report household independence as a motiva-
tion for moving. But they were also more likely than the others to report doubling up with an-
other household because they needed a place to live.”’ In Philadelphia, by contrast, leavers were
less likely than the others to report moving out on their own.

Most important is that leavers in both counties were significantly more likely than stay-
ers or locals to escape neighborhood poverty by 2000. Table 5.6 shows that nearly all (95 per-
cent) Cuyahoga stayers and most (83 percent) movers lived in a poor neighborhood in 2000,
while just over half (54 percent) of leavers did. Recall that neighborhood poverty declined in
Cuyahoga’s poorest neighborhoods, which makes it even more surprising that leavers achieved
reductions in neighborhood poverty above and beyond those achieved by stayers or locals.
Philadelphia exhibited a similar pattern, although a much smaller proportion of leavers moved
to nonpoor neighborhoods (perhaps reflecting, in part, the fact that Philadelphia County had
fewer nonpoor neighborhoods to move to). In Philadelphia, almost all (99 percent) stayers and
most (85 percent) movers still lived in a poor neighborhood in 2000, while only three-quarters
(74 percent) of leavers did. Unlike in Cuyahoga, neighborhood poverty rates in Philadelphia
increased (which, of course, made switching neighborhoods the only viable strategy of escape),
partly contributing to the relative reductions in poverty for leavers vis-a-vis stayers.

Leavers in both counties also moved to safer neighborhoods, as measured by vital re-
cords data on neighborhood homicide rates. Notably, the homicide rate declined dramatically
during this period in both counties, which makes it more surprising that leavers achieved such
dramatic improvements in neighborhood safety relative to the other two groups. In Cleveland,
the homicide rate declined by 6 per 100,000 for stayers, but it declined by more than twice as
much for leavers. In Philadelphia, the homicide rate declined 4 per 100,000 for stayers and by
more than six times as much for leavers. Philadelphia leavers were also significantly more
likely to describe their 2000 neighborhood as a “good or very good” place to raise children (71
percent), compared with locals (65 percent) or stayers (44 percent).

"In fact, Cuyahoga leavers were more likely than the others to report both reasons, suggesting that they
moved in with others and moved out on their own. And Cuyahoga families who doubled up were more likely
than other families to move several times. (Neither observation is shown in Table 5.6.)
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As mentioned above, some housing programs (Gatreaux, the Moving to Opportunity
for Fair Housing Demonstration, and Hope VI) aim to enable low-income families to move to
middle-income neighborhoods, while other programs target social and community redevelop-
ment services to poor families within poor neighborhoods. Both policy strategies could benefit
from clearer empirical baselines about how often low-income families move, how far they
move, and with what effects on their housing and neighborhood conditions.

This study of mobility patterns among low-income households in poor Cuyahoga and
Philadelphia neighborhoods offers three findings, consistent with the scant empirical literature
mentioned above. First, many low-income families switch households each year. This suggests
that social service or community development programs in either county that are narrowly tar-
geted to specific neighborhood blocks (such as Block Watch or Block Captain programs)
should anticipate relatively high levels of annual turnover among residents. To the extent that
such programs rely on a stable core of participants, they might target home owners and older
residents, who are slightly less likely to move.

On the other hand, as most residents — particularly the most disadvantaged — do not
move far, neighborhood-specific programs in these counties might do well to define their
catchments to include areas of at least three square miles. Second, for proponents of mobility
policies, this finding suggests that the problem (at least in these two counties) is not so much
that low-income families are “stuck” in the same housing units and neighborhoods for many
years but that, over several years, they move within a limited range of affordable housing units
in the same neighborhoods. Thus, poor families in these two counties will move to different
housing units even without special mobility programs, but policy interventions (counseling, en-
hanced rent assistance, and so on) might be needed to help them move to better neighborhoods.
Further, not all moves are positive steps; some clearly reflect situational housing hardships,
which are more prevalent among movers than nonmovers (Table 5.5). Thus, besides mobility
programs, some families in both counties might find it useful to participate in housing stability
programs (such as emergency rent and mortgage assistance, code enforcement, and home im-
provement loans).

Summary and Conclusions

As noted in the introduction to this chapter, policy analysts have paid close attention to
indicators of social distress in poor neighborhoods since the 1970s, when the number of U.S.
urban neighborhoods with exceptionally high concentrations of social distress more than tripled,
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and the number of extremely high-poverty neighborhoods increased by half** As it turned out,
poor neighborhoods fared better than expected during the 1980s and 1990s. Even in 1980, fewer
than a third of U.S. high-poverty neighborhoods evidenced high concentrations of social dis-
tress, and although the number of high-poverty neighborhoods increased over the 1980s, the
number of distressed neighborhoods declined. During the much stronger economy of the 1990s,
the number of each type of neighborhood declined precipitously.

Drawing on a wide range of census data, vital records, and home mortgage lending
data, this chapter reports similar progress among low-income neighborhoods in Cuyahoga and
Philadelphia during the booming economy of the late 1990s and the more sober economy of the
early 2000s. In Cuyahoga, poverty fell, not just for adults but also for children. And the declines
in poverty were concentrated in the poorest neighborhoods and among the most disadvantaged.
The female labor force participation rate in poor neighborhoods increased by a remarkable 17
percent. Inflation-adjusted median family income in poor neighborhoods increased by 10 per-
cent. Teen birthrates and rates of homicide in poor neighborhoods fell by nearly 40 percent.
And the proportion of mothers and infants receiving adequate prenatal care in poor neighbor-
hoods increased by 22 percent. Clearly, poor neighborhoods saw significant improvements.

But even during the 1990s, conditions for some subgroups and neighborhoods wors-
ened in Cuyahoga. Male joblessness increased by 16 percent in poor neighborhoods. And com-
posite indicators of acute distress in maternal and infant health remained high in several East
Cleveland neighborhoods. Food stamp participation rates among poor adults in poor neighbor-
hoods declined sharply.

Philadelphia was dealt a much worse hand. Unemployment rates hung above 7 percent
for six of the ten years between 1994 and 2003. Even so, the child poverty rate declined 4 per-
cent in poor neighborhoods. Teen birthrates in poor neighborhoods fell by 39 percent, and
homicide rates fell by 30 percent. In working-poor and nonpoor neighborhoods, an increasing
proportion of low-income families applied for mortgages.

But male labor force participation rates fell, especially in poor neighborhoods. The pro-
portion of adults without a high school education increased countywide. Hardest hit were work-
ing-poor neighborhoods on the edges of poverty clusters on Philadelphia’s north, west, and

*The core measures of social distress in this literature have included male joblessness, high-school drop-
out rates, single-parent households, and public assistance. “Distressed neighborhoods” in this literature are de-
fined as census tracts where the level of each of these indicators is 1 standard deviation above the national
mean. “High-poverty neighborhoods” are defined as census tracts where the poverty rate is greater than or
equal to 40 percent. For information about the national trends in poverty and social distress discussed in this
and the following paragraph, see Jargowsky and Yang (2006) and Jargowsky (1997).
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south sides, where median family income declined 7 percent and rates of poverty and extreme
poverty increased.

In both counties, several nonpoor neighborhoods became working-poor. And although
many welfare recipients moved, most did not get very far.

Understanding the socioeconomic context within which the two income support sys-
tems operated might help to explain their different administrative emphases. Chapter 2 de-
scribes how, over time, the Cuyahoga County Division of Employment and Family Services
strove to position itself as an employment service and work support center for working families.
And Chapter 3 describes how, in the early 2000s, Pennsylvania’s Department of Public Welfare
strove to offer closer, more coordinated case management with a range of service models for
recipients who had employment barriers. The trends presented here suggest that both adapta-
tions were responsive to local socioeconomic and caseload trends. Ohio’s strict welfare policies
ended long-term cash assistance receipt during a period of remarkably low unemployment, but
Cuyahoga struggled to cope with an increasing proportion of working-poor residents. The
Philadelphia system coped with persistently high levels of unemployment and increasing pov-
erty, even during a period of national prosperity.
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Chapter 6

Responding to the Challenges of Welfare Reform
and Reauthorization in Practice and Policy

State welfare agencies nationwide confronted three primary operational challenges in
implementing the Temporary Assistance for Needy Families (TANF) program: how to assist
recipients in moving from welfare to work, how to serve recipients who have multiple or severe
barriers to employment, and how to provide work supports to low-income families — both
those on and off the welfare rolls. Despite different priorities, policies, and contexts, administra-
tors in Cuyahoga and Philadelphia Counties often responded to these challenges with similar
programmatic strategies.

The first part of this chapter compares and contrasts the policy responses in Cuyahoga
and Philadelphia to these three main challenges, highlighting what administrators and staff
would consider their “best practices.”

In the wake of the early 2006 federal reauthorization of the TANF program — which
has effectively increased the caseload participation requirements that states must meet, starting
in Fiscal Year (FY) 2007 — all three of the operational challenges discussed in this chapter are
likely to become even more important for TANF agencies across the country to address. The
second part of this chapter offers some reflections, based on the experiences of Cuyahoga and
Philadelphia, about the next phase of welfare reform.

Summary of Findings

e Cuyahoga and Philadelphia took different basic approaches to moving
welfare recipients to work, although both counties strove to increase re-
cipients engagement, create an appropriate mix of education and train-
ing versus employment services, and implement sanctioning policies
fairly and effectively. While Ohio implemented strict work participation re-
quirements for recipients and Pennsylvania took advantage of the caseload
reduction credit to allow recipients more flexibility, both counties struggled
with determining the right combination of employment and education and
training services to offer. Both counties also used performance-based con-
tracting to monitor the quality of the services offered by outside providers,
and they contracted with third-party organizations to review how they im-
plemented their sanctioning policies.
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e Aswefare casdoads declined, both counties sought new ways to serve
recipients who had severe or multiple employment barriers. They de-
signed new assessment and referral procedures and developed specialized
services, including transitional jobs programs.

e To help low-income families (whether on the TANF rolls or not), both
countiesworked to increase accessto work support programs, including
child care, food stamps, health insurance, and tax credits. They estab-
lished telephone hotlines and Internet-based benefit-eligibility screeners to
disseminate information about work supports, aligned TANF and food stamp
eligibility requirements, and sought to make high-quality child care more ac-
cessible to working families.

Assisting Recipients in the Transition from Welfare to Work

The federal time limit and work participation requirements in TANF brought a sense of
urgency to service delivery systems: They had 60 months to assist recipients in moving from
cash assistance to work. In response, TANF administrators in Cuyahoga and Philadelphia strove
to increase recipient engagement, to optimize the range and quality of employment services, and
to provide third-party sanction reviews focused on bringing recipients back into compliance.

Increasing Recipient Engagement

As discussed in Chapter 1, by 2002, the Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) required states to engage 50 percent of families in certain kinds
of work activities. State and local agencies struggled with how to balance the need to meet this
participation rate versus other goals and with how to engage the broadest possible proportion of
TANF recipients. Both counties strove to increase participation, but the extent to which they
emphasized this priority and the approaches they took differed.

As described in Chapter 2, Ohio set participation targets that were higher than the fed-
erally mandated rates, and it established guidelines that were more restrictive than PRWORA
required. Cuyahoga sent strong work-first messages and maintained low ratios of case managers
to recipients, to engage as many recipients as possible. Administrators asserted that all recipi-
ents can (and should) work or participate in work-related activities in order to get on track to
employment. Since the state’s 36-month time-limit clock was ticking for all families, staff tried
to engage families immediately.

As Chapter 3 makes clear, Pennsylvania, like some other states, imposed the minimum
participation requirements allowable under federal law and took advantage of the federal
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caseload reduction credit, which allowed most states to reduce their participation target as their
caseloads declined. Thus, because Pennsylvania’s caseload fell so dramatically, its federal par-
ticipation requirement was effectively eliminated by 2000." In order to promote long-term self-
sufficiency, Pennsylvania offered recipients of cash assistance more time and flexibility to meet
participation requirements ‘“upfront.”

The contrasts between these two approaches are instructive. Staff in Cleveland said that
they appreciated the ways in which the clear messages about work from the Cuyahoga County
Division of Employment and Family Services (EFS) motivated recipients to participate. The
low ratios of caseworkers to recipients that Cuyahoga maintained may also have allowed for
individualized service planning, which can further help engage recipients. But some argued that
they could have engaged more recipients, particularly those with serious employment barriers, if
the set of allowable activities that counted as “work activities” were broadened. A national
study of TANF participation requirements corroborates that defining the activities in which re-
cipients can participate broadly — including, perhaps, some activities that do not count toward
the federal participation rate — helps engage a broad population.”

Although Pennsylvania’s modest hourly requirements and two-tiered participation struc-
ture emphasized the goals of respecting recipients’ autonomy and preventing long-term depend-
ence, in practice its policies worked against engaging to the extent required by federal legislation.
Line staff reported that frequent policy changes and inconsistent enforcement made it difficult for
them to motivate recipients to participate. Indeed, the study on TANF participation requirements
found that communicating a clear message and monitoring participation — as Ohio Works First
(OWF) was implemented in Cuyahoga — may help promote recipient engagement.

Optimizing the Range and Quality of Employment Services

Cuyahoga and Philadelphia attempted to improve service quality in two ways: by ad-
justing the mix of education and training versus employment services and by adjusting the
terms of performance-based contracts with third-party providers. In performance-based con-
tracts, welfare agencies pay providers for a portion of their services with a flat payment, and
they award the remaining portion based on such performance outcomes as the proportion of
recipients completing orientation, the proportion placed in jobs, and the proportion that retain
jobs for six months. Administrators in both counties struggled to determine what proportion of
the contract value should be offered to providers as a flat payment and what proportion should
be awarded based on performance outcomes.

'U.S. Department of Health and Human Services, Administration for Children and Families (2002).
?Kauff, Derr, and Pavetti (2004).
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Administrators in Cuyahoga and Philadelphia offered two important insights. First, con-
cerning the optimal mix of services, they found that restricting the menu of service options to
countable activities under PRWORA did not provide enough assistance to recipients who had
serious employment barriers. On the other hand, too much flexibility in the service menu re-
sulted in inefficiencies.

Ohio’s strict interpretation of allowable activities limited most recipients to 240 hours
of preemployment social services, followed by unpaid work experience. Caseworkers and ad-
ministrators expressed a need for programs in which employment-related activities that contrib-
ute to the participation rate are combined with wraparound social services that address recipi-
ents’ employment barriers.

Conversely, the Philadelphia Workforce Development Corporation (PWDC) initially
relied heavily on education and training programs; over time, it implemented policies to ensure
appropriate referrals and reduce “program hopping.” Most services were coordinated through
the umbrella Single Point of Contact (SPOC) program. A legacy of the Job Training Partnership
Act (JTPA) of the 1980s, SPOC inherited JTPA’s heavy emphasis on education and training,
which administrators found was not always the best fit for most TANF recipients. Eventually,
Philadelphia instituted an entrance literacy exam for training programs, and it offered remedial
assistance to recipients who failed. (Those who could not read at the eighth-grade level were
referred to programs that had suitable curricula.)

Second, administrators in both counties determined that the optimal ratio of flat pay-
ments to performance-based awards in third-party employment contracts was roughly 35-40
percent flat payment to 60-65 percent performance award.

Interestingly, although they began at opposite ends of the continuum, the two counties
optimized contracts in offsetting ways to end up with similar terms. In Cuyahoga, EFS was tra-
ditionally a relatively demanding contractor, offering providers only 25 percent of the contract
value as a flat payment and awarding the remaining 75 percent of the contract value based on
performance outcomes. Over time, EFS recognized that providers needed more upfront re-
sources to develop services capable of meeting the performance targets. Accordingly, EFS in-
creased the flat-payment portion of the contract from 25 percent to 35 percent and decreased the
performance portion from 75 percent to 65 percent. The Philadelphia Workforce Development
Corporation, on the other hand, decided that its contract terms had not demanded enough of
providers. Accordingly, it decreased the flat portion of the contract value from 45 percent to 40
percent, increasing the performance award portion from 55 percent to 60 percent. For Philadel-
phia service providers, this meant that 5 percent of the contract value — previously available
upfront — would now be awarded only to providers who demonstrated results.
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Providing Third-Party Sanction Review

PRWORA requires states to impose financial sanctions on families who are not partici-
pating in work activities to the extent required. Both counties in this study contracted with pri-
vate, nonprofit organizations to independently review their sanctioning determinations. Cuya-
hoga administrators were confident that EFS implemented sanctions fairly and infrequently.
Nevertheless, they were concerned that sanctioned families might experience severe material
deprivation or that their children might suffer harm. To ensure that recipients understood the
reasons for a sanction and the steps required to restore benefits, and to identify and respond to
instances of severe deprivation or child maltreatment, EFS implemented post-sanction reviews
for all sanctioned recipients. By contrast, Pennsylvania’s Community Connections Initiative
(CCI) provided pre-sanction reviews, designed to prevent unfair or inappropriate sanctions. CCI
grew out of the work of community-based advocacy organizations, which argued that sanction-
ing policies were not clearly articulated to non-English speakers. The Pennsylvania Department
of Public Welfare (DPW) mandated a review as one of the good-faith efforts that caseworkers
must make before issuing a sanction.

TANF case managers in both counties (and EFS administrators in Cuyahoga) were
fairly critical of third-party sanction reviews, but Philadelphia County Assistance Office
(PCAO) administrators offered an important counterpoint.

Case managers in both counties expressed some resentment concerning the involve-
ment of third-party reviewers. They complained that sanction reviews rarely uncovered infor-
mation that would have altered their initial decisions to sanction. In Cuyahoga, Self-Sufficiency
Coaches and administrators questioned the value of the reviews, inasmuch as sanctions were
implemented relatively infrequently and fairly and the review process rarely uncovered severe
material deprivation or neglect.

Philadelphia administrators, on the other hand, found it beneficial to engage advocates
in the sanction prevention system. One seasoned PCAO administrator explained that the CCI
program provided the opportunity for advocates and community-based organizations to work
with case managers on behalf of recipients, bridging an otherwise-contentious divide and pro-
moting understanding on both sides:

I think it served its purposes. It brought allies into the fold, people into the tent,
who began to understand that you’ve got some people out there that if a job
came up and knocked on the door and said, “Here I am,” they wouldn’t take it.
So that was a good thing. It got them to see some people out there who are
really gaming us. It’s quite different when they say it. And I have to laugh, be-
cause I tell them, “Oh, it’s quite different when you say that.” When I say it,
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I'm the “bureaucrat.” What’s that that they call me? — I’'m “the suit.” “But
when you say it, it’s really true.” So in that fashion it served its purpose.

Serving Recipients Who Have Severe or Multiple Barriers to
Employment

Broader participation requirements, stricter policy decisions regarding exemptions from
participation requirements, and time limits all amplified the importance of identifying and serv-
ing recipients at risk of becoming long-term recipients. Administrators in Cuyahoga and Phila-
delphia focused on two particular strategies: (1) identifying barriers to employment and making
appropriate referrals for services and (2) developing more effective services for recipients with
severe or multiple employment barriers.

Identifying Employment Barriers and Making Appropriate Referrals

TANF recipients often face barriers to employment, ranging from limited employment
and education histories to substance abuse issues, mental illness, and physical disability. In order
to refer recipients to the services best suited to their circumstances, state and county TANF admin-
istrators recognized the need to better identify the employment barriers that recipients face. Many
TANF agencies have developed formal assessment procedures so that caseworkers will have a
better understanding of recipients’ barriers and can make the most appropriate service referrals.

The content and administration of assessments vary widely.® Although assessment tools
may screen for many potential barriers, agencies often must choose which ones to include. Also,
they may screen for multiple barriers in a single assessment or may use separate instruments
that each screen for a single barrier. Some TANF agencies take charge of the design, while oth-
ers seek guidance from community-based organizations that have more experience in assessing
barriers and working with recipients who face multiple or severe barriers to work. Agencies
may be able to use previously designed tools, but often they must adapt them for the TANF
population, in order to link them directly with TANF’s employment goals. In addition, agencies
must decide when the assessment should occur — that is, whether to administer it at intake or
after the recipient has attended programs without success. Some agencies delegate the task of
administering assessments to staff within the TANF agency, while others contract with staff
from outside organizations. Finally, TANF agencies may want to consider how the case man-
agement process can provide ongoing assessments of barriers to complement the initial formal-
ized assessment.

3Thompson and Mikelson (2001).
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In developing new assessment procedures, the two counties once again arrived at solu-
tions that had both similarities and differences. Cuyahoga contracted with a private, nonprofit
organization in 2004 to pilot the “Comprehensive Employment Screen,” a single-interview
process delivered by the nonprofit providers at intake that identifies several employment barri-
ers, including limited education and employment history, family and relationship issues (includ-
ing caretaking responsibilities and domestic violence), physical health issues, learning disabili-
ties, mental illness, and substance abuse. The first part of the screen consists of a series of yes-
or-no questions developed from the GAIN-Q, an instrument developed by the federal Substance
Abuse and Mental Health Services Administration (SAMHSA). The second part is more con-
versational; screeners ask a list of key questions and follow up any issues that emerged during
the first part of the screen. Screeners generate a brief report that describes the recipient’s barriers
and suggests one type of employability plan. This report is then sent to a TANF caseworker,
who uses the results to match the recipient to the most appropriate services. Program referral
ultimately remains the caseworker’s decision.

In Philadelphia, the Department of Public Welfare (DPW) also strove to improve the re-
ferral process, but it focused less on the screening instrument and more on restructuring case
management and employment services. In 2005, DPW established neighborhood Employment,
Advancement, and Retention Network (EARN) Centers in an attempt to provide more individu-
alized, coordinated, and consistent case management services and more personalized attention
to recipients that would help identify barriers throughout their time on cash assistance. In addi-
tion, as discussed in Chapter 3, DPW broadened the scope of recipients who can be referred to
the voluntary assessment and treatment program (the Maximizing Participation Project, or
MPP) and allowed that referral to happen at any point in the recipient’s service trajectory.*

Cuyahoga and Philadelphia made different decisions about how to develop and admin-
ister assessment procedures: Cuyahoga focused on developing an upfront, formal assessment
tool, while Philadelphia focused on integrating assessment into ongoing case management ser-
vices. Cuyahoga administrators felt that the comprehensive tool was successful in providing
caseworkers with a broad history of each client and that the screen was more convenient for
both staff and recipients than the multiple tools that had been used previously. Most casework-
ers reported that the new tool provided more information about recipients’ backgrounds earlier
in the process and, thereby, effectively informed service planning. Administrators and providers

*For example, a job training provider who realized that a recipient was struggling with a serious employ-
ment barrier (such as a learning disability, domestic violence, or substance abuse) could refer the individual
directly to the MPP provider, without sending her back to an initial assessment procedure with the caseworker
in the public assistance office. DPW also broadened the scope of recipients who could be referred to MPP, to
include those who repeatedly failed other programs. For example, a job training provider who realized that a
client was not making progress after several attempts could refer her directly to MPP, without waiting for an
official assessment of a serious employment barrier.
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in Philadelphia were optimistic that the new case management process would provide ongoing
identification of barriers. They explained that it is important to design systems that offer ongo-
ing and contingent support for the situational barriers that recipients encounter over time.

In addition, as mentioned, both counties chose to privatize the assessment process. Ad-
ministrators felt that subcontracting the process to organizations more familiar with assessments
would improve the services, as caseworkers are not trained specifically to identify employment
barriers. However, some tensions arose as caseworkers’ responsibilities changed. In Cuyahoga,
where the screen is administered in the county public assistance offices, caseworkers were ini-
tially wary of the new screeners and felt that they took over some case management responsi-
bilities. But as the process became more familiar, administrators reported that tensions subsided.
Maintaining a clear boundary between the screeners’ responsibilities and the caseworkers’ re-
sponsibilities may have helped alleviate this tension. In Philadelphia, the new procedures had
not yet been fully implemented at the time of the field research. Administrators anticipated
some tension as caseworkers’ responsibilities diminished, but they remained optimistic that the
improved services would outweigh the risks.

Further research is needed to understand the effectiveness of various assessment meth-
ods. Neither county in this study has yet systematically evaluated the impact of the new assess-
ment procedures on recipients’ outcomes.

Developing More Effective Services for Those with Severe or Multiple
Employment Barriers

While many TANF recipients receive cash grants for only a short period of time due to
a crisis situation or brief unemployment, a substantial proportion of the TANF caseload is com-
posed of long-term recipients, many of whom face significant barriers to employment. For ex-
ample, a study that synthesized results from a common survey administered to welfare recipi-
ents across six states found that 40 percent lacked a high school diploma or General Educational
Development (GED) certificate, 30 percent had mental health problems, and 21 percent had
physical health limitations.” Following the TANF caseload declines of the late 1990s, policy-
makers, program administrators, and researchers have increasingly focused attention on recipi-
ents who have been “left behind” — those who have not made a stable transition off welfare.

TANF agencies have struggled to determine which program models most effectively
assist hard-to-serve recipients in finding and maintaining employment. The experiences of
Cuyahoga and Philadelphia offer insights on three key models: upfront barrier removal and

°Hauan and Douglas (2004).
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treatment, intensive job search or job readiness programs that are targeted at recipients with
specific barriers, and transitional (subsidized) employment.

Most programs that are targeted at hard-to-serve TANF recipients in Cuyahoga are in-
tensive job search and job readiness interventions that retain a work-first focus. For example,
Spectrum of Supportive Services provides job readiness assistance for recipients with mental
health barriers, combined with ongoing case management and employment support once an in-
dividual has found a job. While remaining within the bounds of the participation requirements,
such services provide an option for recipients who have significant barriers, at a relatively low
cost. However, some line staff reported that they offered little more than the typical job search
and job readiness activities.

Philadelphia, on the other hand, focused more heavily on upfront barrier-removal pro-
grams, such as the Maximizing Participation Project (MPP), which offers voluntary behavioral
health services to recipients who are exempt from the work requirements because of medical or
physical disabilities. This program offers more specialized services but does not count toward
the work participation requirement. Further, some administrators questioned whether a signifi-
cant proportion of recipients ever moved out of treatment and into employment.

Both Cleveland and Philadelphia also offer transitional work programs. The Transitional
Work Corporation (TWC) in Philadelphia was a pioneer in using the model to serve TANF re-
cipients; in fact, Cuyahoga contracted with TWC for assistance in designing its own program.
These programs place recipients into paid jobs for 20 to 30 hours per week for up to six months.
During the transitional work period, they offer on-site and on-the-job case management and
workplace-behavior coaching, while simultaneously seeking to place recipients in unsubsidized
employment. The philosophy of the programs, as described by a former secretary of Pennsylvania
DPW, is that “the best way to get a job is to have a job.” Transitional jobs programs are costly to
operate, however, and both Cuyahoga and Philadelphia have limited slots available.

Transitional employment models have shown promising results for TANF recipients in
nonexperimental studies. A survey of transitional jobs programs found that they were successful
at finding permanent jobs for 50 percent to 75 percent of hard-to-serve participants who began
the programs.” In addition, a study of six transitional work programs found that placement rates
into permanent, unsubsidized employment for recipients who completed the programs ranged
from 81 percent to 94 percent.® MDRC is currently conducting a random assignment study of
the Philadelphia Transitional Work Corporation, as part of a larger evaluation of program mod-
els for serving individuals who have severe employment barriers.

®Transitional Work Corporation (2003), quoting Walter Cohen.
"Richer and Savner (2001).
¥Kirby et al. (2002).
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Providing Work Supports to Low-Income Families

Because neither cash assistance nor full-time, minimum-wage earnings alone provide
enough income to raise families above the federal poverty line (see Figure 6.1), most families
coming off welfare need to piece together income from several different sources, including such
work supports as tax credits, child care, food stamps, Medicaid, and the Children’s Health In-
surance Program (CHIP). (Appendix E introduces several major federal work supports and dis-
cusses the opportunities and constraints of making these supports more accessible.) As Figure
6.1 shows, food stamps make an essential contribution to the income package, especially for
families working part time or less, and the federal Earned Income Tax Credit (EITC) is an es-
sential work support for families working part time or more. Work supports are particularly im-
portant for families making the transition from welfare to work, because earnings do not typi-
cally increase quickly enough to compensate for lost benefits.’

In addition, to participate as required in employment-related activities, and ultimately to
sustain employment, many TANF recipients need child care assistance. Obviously, the avail-
ability, convenience, and cost of high-quality child care are critical components of a feasible
employment plan for parents with young children. Child care is one of the largest work-related
expenses for most working parents; for parents working in part-time or low-wage jobs, work
often does not pay well enough to compensate for those costs.

Enhancing Outreach and Broadening Eligibility for Work Supports

The Cuyahoga County Division of Employment and Family Services (EFS) and the
Pennsylvania Department of Public Welfare (DPW) implemented three similar outreach efforts
to promote the availability of work supports: telephone hotlines, online benefit-eligibility
screeners, and EITC campaigns. Pennsylvania policies offered food stamps and health insur-
ance (Medicaid and CHIP) to a broader range of families than Ohio’s policies did, but both
states took some steps to broaden eligibility for these supports.

First, both counties established information hotlines to market Medicaid and the Chil-
dren’s Health Insurance Program (CHIP). Pennsylvania established the Healthy Babies and
Healthy Kids Hotline statewide; it offers low-income families information about Medicaid and

’Indeed, studies have shown that the earnings of families in the bottom fifth of the income distribution in-
creased 130 percent between 1993 and 2000, but, because of public benefits losses associated with higher earn-
ings, total income increased only 24 percent. Similarly, in the second fifth of the income distribution, earnings
increased 135 percent, but total income increased only 30 percent (Sawhill, Weaver, and Kane, 2002). Studies
have also shown that although half of welfare leavers experience an increase in income immediately after leav-
ing cash assistance, the other half experience a decline. Most families who leave TANF do not earn enough to
offset the loss of TANF benefits until after a year or two of work (Moffit, 2002).
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Figure6.1

Annualized Earnings and Benefitsfor a Minimum-Wage Worker in a Family of Three
Compared with the Federal Poverty Guideline and Median Family Income, by Work Effort, 2003
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CHIP, including application forms and information about medical service providers. An inde-
pendent evaluation reports that telephone calls increased more than sixfold (from 691 per month
in 1997 to 4,226 per month in 2001) and that the proportion of callers who subsequently submit-
ted an application increased from 19 percent to 71 percent over that period."” Cuyahoga estab-
lished a countywide hotline in 1998 to market child care, Medicaid, and Healthy Start (Ohio’s
CHIP). It publicized the hotline through television and radio commercials and at community
fairs. Cuyahoga also publishes a professionally designed advertisement package, “A Guide to
Resources for Working Families.”

Second, the two agencies also launched Internet-based benefit-eligibility screeners that
enable low-income families to go to Web sites (sometimes with the assistance of partners in
community-based organizations) to determine their eligibility for a range of work supports. As
mentioned in Chapter 3, DPW launched the Commonwealth of Pennsylvania Access to Social
Services (COMPASS) in 2001; it provides customized eligibility information about health in-
surance, food stamps, and home energy assistance, based on information that recipients enter
about their family size and income."" In the first few years of the system, DPW received over
45,000 benefit applications from across the state that originated in COMPASS. At the time of
this writing, Cuyahoga planned its own Virtual Neighborhood Assistance Center, to provide
eligibility information about child care, health insurance, and food stamps.

Third, both counties launched public outreach campaigns to disseminate information
about the Earned Income Tax Credit (EITC) and to ensure that all qualified families claim it. As
explained in Appendix E, at a federal cost of $38 billion in 2002 — more than twice the federal
share of TANF — the work-conditioned, fully refundable EITC is the largest U.S. income sup-
port program. And, to encourage families to work more, the amount of the EITC increases with
earnings (Figure 6.1), unlike other supports (notably food stamps) that go down as earnings go
up. Philadelphia’s 2003 Campaign for Working Families was one of the largest public-private
outreach campaigns in the country. Pennsylvania also offers a nonrefundable state tax forgive-
ness program called TAX BACK, which forgives 10 percent to 100 percent of state income tax,
based on family size and income. Starting in 2001, Cuyahoga County also launched annual
EITC campaigns.'> In 2005, it authorized the use of $200,000 in unspent TANF resources to
support the implementation of a Volunteer Income Tax Assistance (VITA) site, an IRS-
approved voluntary organization that helps low-income recipients file for the EITC.

Table 6.1 shows trends in the number and amount of EITC claims filed in both counties
from 1997 to 2002. Over the period, the number of EITC filers increased by about 10 percent;

"Barents Group of KPMG Consulting (2002).
"'Web site: www.compass.state.pa.us.
Hanauer (2004).
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The Project on Devolution and Urban Change
Table6.1

Number of Filers Claimingthe EITC, Total and Average Amount Claimed,
Philadelphia and Cuyahoga Counties, 1997-2002

Cuyahoga Philadelphia

Number Total Amount Average  Number  Total Amount Average
Year of Filers Claimed ($§) Claim ($)  of Filers Claimed (8$) Claim ($)
1997 95,971 138,835,000 1,447 139,695 209,621,000 1,501
1998 95,239 146,966,000 1,543 142,595 228,543,000 1,603
1999 95,040 153,553,616 1,616 147,755 250,233,590 1,694
2000 96,395 159,238,562 1,652 148,380 253,410,781 1,708
2001 97,925 165,964,532 1,695 148,576 258,318,409 1,739
2002 104,805 184,773,467 1,763 156,733 280,901,522 1,792

SOURCE: Brookings Institution Center on Urban and Metropolitan Policy (2000).

the total amount claimed increased by about 33 percent; and the average claim amount in-
creased by about 20 percent. In 2002, the average claim amount was approximately $1,800.

In addition to these outreach efforts, both states took steps to broaden eligibility for food
stamps. As described in Appendix E, the federal Food Stamp Program is a critically important
work support, but its application, verification, and redetermination policies are often burden-
some. The 2002 Farm Bill offered states several opportunities to simplify food stamp applica-
tions. As Table 6.2 shows, Ohio and Pennsylvania both aligned income-reporting requirements
for food stamps with those of Medicaid. Pennsylvania also took advantage of additional Farm
Bill provisions to simplify food stamp applications; most significantly, Pennsylvania extended
transitional food stamp benefits for TANF leavers from three months to five months, and it ex-
tended the redetermination period from three months to six months. Pennsylvania piloted an “e-
signature” program, enabling community-based organizations to enroll families for food stamps
using an electronic signature, rather than requiring them to apply in person at welfare offices.

Finally, as the federal government delinked TANF and Medicaid eligibility in 1996 and
created the new Children’s Health Insurance Program in 1997, states — including Ohio and
Pennsylvania — revisited their Medicaid and SCHIP (state versions of CHIP) eligibility poli-
cies. As mentioned in Chapter 3, Pennsylvania has led the states in comprehensive health insur-
ance coverage for several years, ranking first in Medicaid/SCHIP enrollment from 2001 through
2003. In 1992, it was one of the first states to implement an insurance program for children,
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Table6.2

Income and Work Support Paliciesin Ohio and Pennsylvania

Benefit Type Ohio Pennsylvania Most States
Food stamps
Simplified reporting for all households No Yes Yes
Standard utility allowance No Yes Yes
Align income-reporting requirements with
TANF or Medicaid? Yes Yes Yes
Increase transitional food stamp benefits from
3 to 5 months for TANF leavers No Yes No
Child care
Eligibility as a perecentage of the federal poverty guideline 150 194 150
Monthly copayments ($)
Family with 1 child at 100 percent of the federal poverty
guideline 127 85 65
Family with 1 child at 150 percent of the federal poverty
guideline 190 173 166

(continued)
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Table 6.2 (continued)

Benefit Type Ohio Pennsylvania Most States
M edicaid
Eligibility thresholds
Pregnant women 150 185 185
Infants (less than 1 year old) 150 185 185
Young children (less than 6 years old) 150 133 133
Older children (6 to 18 years old) 150 100 100
Adults with children 100 200 Ineligible, except in states
with special programs
Adults without children Ineligible 200 Ineligible, except in states
with special programs
Does state extend eligibility to otherwise-eligible
noncitizens with fewer than 5 years’ residency? Yes Yes Yes
Who qualifies for presumptive eligibility? No one Pregnant women Pregnant women

Who qualifies for continuous eligiblity,
and for how long?

Newborns, for 12 months  Children under 19, for 12 months Children under 19, for 12 months

(continued)
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Table 6.2 (continued)

Benefit Type Ohio Pennsylvania Most States
State Children’s Health Insurance Program (SCHIP)
Eligibility thresholds
Infants (less than 1 year old) 200 235 200
Young children (less than 6 years old) 200 235 200
Older children (6 to 18 years old) 200 235 200
Who qualifies for presumptive eligibility? No one No one No one
Who qualifies for continuous eligibility,
and for how many months? No one Children under 19, for 12 months Children under 19, for 12 months

SOURCES: National Governors Association (2003); Shulman and Blank (2004); U.S. General Accounting Office (2004).



which in some respects served as a model for the federal program of 1997. As Table 6.2 shows,
Pennsylvania provides broader eligibility for Medicaid and SCHIP than most states, in two
ways. It offers health insurance for childless adults through Adult Basic Coverage, a program
financed with tobacco settlement funds, and it provides SCHIP eligibility to families who are up
to 235 percent of the federal poverty guideline. By contrast, Ohio’s health insurance eligibility
policies are more restrictive than most states’; for example, its eligibility ceilings for infants and
pregnant women are lower than many states’ (150 percent versus 185 percent of the federal
poverty guideline), and it does not offer presumptive eligibility to pregnant women or continu-
ous eligibility to teens aging out of their parents’ households.

Administering Child Care Subsidies for Those Most in Need

As Chapter 1 explains, TANF dramatically expanded the amount of resources available
for child care, but it also intensified the demand. States have a good deal of flexibility in deter-
mining child care policy; they set eligibility standards and copayment schedules for families and
specify certification standards and training opportunities for providers. Meanwhile, private sec-
tor initiatives in both Cleveland and Philadelphia challenged the broad, sometimes fragmented
array of child care programs and providers in order to use child care settings as opportunities to
improve school readiness.

As shown in the second panel of Table 6.2, Ohio and Pennsylvania set different child
care eligibility standards and copayment schedules, and they took different approaches to ser-
vice delivery. In 2003, Ohio restricted eligibility and raised parental copayments, essentially
rationing its child care resources, as discussed in Chapter 2. Indeed, by 2004, Ohio’s eligibility
thresholds were among the lowest in the nation, and its copayment schedules were among the
highest."”* In 2005, under pressure from advocates, Ohio restored its initial eligibility standard.
Pennsylvania took a different approach, maintaining relatively its original eligibility and co-
payment schedules, even though waiting lists indicated that the demand outstripped the supply.
Starting in 2000, Pennsylvania used TANF nonassistance funds to offer full-time, full-year child
care to employed TANF and former TANF recipients. In 2004, DPW established the Office of
Child Development (OCD), essentially putting the issue of child care on the same footing as
income maintenance. OCD was established to ensure the seamless administration of benefits for
all low-income families, whether or not they were TANF recipients. It consisted of three bu-
reaus, which regulated child care subsidies, initiatives to address early-learning quality, and cer-
tification services for child care providers.

Both Ohio and Pennsylvania reimburse informal child care providers, such as relatives
and friends, as well as formal daycare centers. Naturally, supporting such a broad range of child

Schulman and Blank (2004).
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care arrangements increases the supply of providers dramatically. And here, as in other states
that offer this type of care, informal arrangements are by far the most popular with parents.'* On
the one hand, administrators in both Cuyahoga and Philadelphia credit the parental-choice pol-
icy for what they judge to be an adequate supply of providers.”” On the other hand, administra-
tors and staff in both counties also raised concerns about the potential for fraud in the payment
systems and about the quality of child care provided in some of the informal settings.

In both states, community-based initiatives emerged to offer parents advice about how
to choose and monitor providers and to educate providers in child development and early liter-
acy. These initiatives (Starting Point in Ohio and Keystone Stars in Pennsylvania) have gained
broad political support and have identified “school readiness” as an organizing principle for es-
tablishing a common set of quality standards across the many different child care providers and
revenue streams.

Reauthorization Intensifies the Three Challenges of Welfare
Reform

The first five chapters of this report compare and contrast the different approaches to,
and outcomes of, welfare reform in Cuyahoga and Philadelphia Counties. This chapter shows
that, despite these differences, the day-to-day challenges of welfare reform were similar, and
administrators and staff responded with comparable goals and programs. The closing section of
this chapter reflects on the counties’ experiences with welfare reform in light of the increasing
demands for work participation by welfare recipients that came with the reauthorization of
TANF in early 2006. The section focuses on some of the unfinished business of welfare reform.

The 1996 national welfare law authorized TANF through 2002. But because of dis-
agreements about policy issues (such as work requirements and child care funding) and other
pressing concerns (including terrorism and the wars in Afghanistan and Iraq), federal legislators
enacted 11 short-term extensions of the existing law between 2002 and 2005. Finally, in the
2006 budget, Congress reauthorized TANF for the next five years.

The new legislation makes work participation requirements more binding in three ways.
First, and most important, it changes the benchmark year for calculating the caseload reduction
credit from 1995 (when caseloads were much higher) to 2005, essentially eliminating the credit
as a way to reduce each state’s obligation to meet the federally defined participation rate. Sec-

“Porter and Kearns (2005).

Ohio has no waiting list for child care among eligible families, although advocates maintain that it
should develop a list of families who want but do not qualify for child care subsidies. The number of children
on Pennsylvania’s waiting list increased from 540 in 2001 to 1,680 in 2004.
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ond, it gives participation requirements teeth by requiring common definitions of what ““counts”
as work activities and consistent verification and reporting standards across states. Third, it re-
quires states to count families served in separate state-funded assistance programs in its TANF
participation rate calculations. (Often two-parent families were served in separate state-funded
programs, in part because states were unable to meet the 90 percent participation rate for these
families under federal law.)

Essentially, reauthorization pushes states to immediately engage 50 percent of all
TANF families and 90 percent of two-parent TANF families in work-related activities. Not sur-
prisingly, there is a great deal of uncertainty about the implications of the more binding partici-
pation standards. States are now more experienced in designing and running their own welfare
programs than they were in 1996, but the labor market is not as tight as it was then. Arguably,
many families who can afford to do without cash assistance have already left the rolls. And de-
spite the fact that most states have implemented work requirements and quick-employment ser-
vices; Ohio is one of the few that met the 50 percent all-family participation standard. Few have
met the 90 percent two-parent family standard.

While reauthorization has not changed the basic challenges of welfare reform, it may
have made addressing them more difficult. The remainder of this chapter offers some observa-
tions about how to meet these challenges in the current policy context.

Participation requirements accelerated welfare-to-work transitions, but
more can be done to make work pay

In Cuyahoga and Philadelphia Counties, TANF’s clearest impact on caseload dynamics
was to increase exit rates among long-term recipients. (This impact was evident before time
limits took effect — even in Philadelphia, where the time limit was not enforced.) Longer-term
follow-up analyses presented in this report show that these impacts on exit rates were sustained
throughout the job losses from 2001 to 2003. And the neighborhood indicators analysis suggests
that welfare reform did not result in concentrated harm in low-income neighborhoods.

TANF’s emphasis on work requirements and quick employment services is supported
by over a decade of rigorous evaluation.'® Experimental research of welfare programs shows
that participation requirements, like those articulated in TANF legislation, encourage cash assis-
tance recipients to leave the rolls sooner. But many cash assistance leavers remain poor or near
poor, essentially trading low monthly cash assistance grants for low monthly paychecks.'” Wel-

"For a short, comprehensive summary of the lessons of the National Evaluation of Welfare-to-Work
Strategies (NEWWS), see Hamilton (2002).

"For example, Urban Change surveys found that, several years after leaving cash assistance, more than
half of TANF leavers were poor or near poor.
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fare programs that combine participation requirements with incentives to make work pay (such
as generous earned income disregards) promote employment and increase family income.'
Nonexperimental research suggests that the same is true of policies nationally. The TANF re-
forms of 1996 increased exit rates among long-term recipients, while the federal Earned Income
Tax Credit (EITC) reduced recidivism among those who left welfare for work."

The TANF reauthorization legislation focuses almost exclusively on the first part of this
important two-part combination: participation mandates. Looking forward, policymakers might
also consider additional investments in the second part: work incentive policies, including the
federal EITC, state earned income credits (such as Pennsylvania’s TAX BACK), and state-level
enhanced TANF disregards. Strengthening these work incentives along with participation re-
quirements is more likely to help families not just get off welfare but also get out of poverty.

Although research shows that work requirements increase employment, few states have
met the 50 percent all-family participation rate, and the opportunity costs of meeting this rate
are largely unknown. Indeed, Pennsylvania’s TANF State Plan for FY 2005 mentions that the
commonwealth plans to redirect funds from several nonassistance programs to support univer-
sal engagement.”® The Cuyahoga experience suggests that, at least for some large metropolitan
counties, the new participation standards are attainable. Serving more mandatory recipients will
almost certainly mean expanding low-cost services, such as unpaid work experience, and cut-
ting more cost-intensive services, such as transitional work. Just to engage a small proportion of
the caseload in required activities, case managers will have to work with nearly all recipients to
perform assessments, schedule orientations, monitor attendance, initiate sanctions, and so on. In
fact, case managers often end up working more intensively with nonparticipants than with par-
ticipants, which seems both unfair and inefficient.”

Federal and state policymakers might consider creating performance incentives in addi-
tion to the caseload reduction credit. In particular, they might revisit two performance incen-
tives, one suggested during the reauthorization debates and another that was actually imple-
mented between reform and reauthorization. The first was a proposal by the Senate Finance
Committee to reward states that had strong employment outcomes, by decreasing their manda-
tory participation rates. It was an appeal to pragmatism that might have inspired successful ap-
proaches to fostering employment retention and advancement. The second was the TANF high-
performance bonus, a series of annual $200 million awards granted by the federal Department
of Health and Human Services (HHS) to the ten states with the highest measured performance

®Berlin (2000).

PGrogger (2004).

2Web site: http://www.dpw.state.pa.us/lowinc/cash/003673645.htm.
2"Hamilton (1999).
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on four employment outcomes between 1998 and 2003.>* Although the financial rewards were
not large, states valued the recognition and publicity conveyed by these annual rankings, and
both the data sources and measures of performance improved over time.”

Clearer evidence and better incentives are needed to improve services
for recipients with severe or multiple employment barriers

TANF has offered little guidance about how to serve recipients who have severe or
multiple employment barriers — and few rewards for recipients who do. Fortunately, instead of
simply leaving the most disadvantaged families to sink or swim on their own, many states and
counties have worked hard to prepare the most at-risk families for the prospect of time limits.
This report describes the steps that Cuyahoga and Philadelphia took to screen for employment
barriers and to provide effective service models. Philadelphia made particularly substantial in-
vestments to extend time limits for recipients after 60 months and to offer a range of large-scale
service models, including one of the biggest transitional employment programs in the country
and a large behavioral health assessment program.

The first challenge for researchers and policymakers is to understand which combina-
tion of standard welfare-to-work services, transitional employment and on-the-job case man-
agement, and mental and behavioral health treatment works most effectively for participants
with various barriers to employment. Many adults with severe or multiple barriers can work
successfully, and standard employment-focused welfare-to-work services do help them find
employment, although the services are less successful in helping these families achieve income
gains. Standard welfare-to-work approaches are less successful overall for women who are di-
agnosed with depression, but medication, psychotherapy, and combinations of the two have
proved effective for this group. Transitional employment models have shown promise for adults
with mental retardation, but they are expensive, and their effects for cash assistance recipients
are less understood.

As evidence builds about the most effective combination of treatments for adults with
various employment barriers, policymakers at the federal and state levels can budget and re-
spond accordingly. Until then, policymakers might consider how to design incentives that gen-
erate a creative and thoughtful range of service models — and then how to build a learning
agenda to determine what works best.

2Beginning in 1999, HHS also rewarded states for six outcomes related to the provision of Medicaid and
CHIP, food stamps, and child care.
ZWiseman (2005).
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More can be done to coordinate work support policies and to broaden
outreach and eligibility

Federal, state, and local policymakers tried to improve coordination between cash assis-
tance and work support policies. Federal reforms delinked TANF and Medicaid, to make it eas-
ier for low-income families to receive Medicaid without relying on TANF. Pennsylvania de-
cided to administer children’s health insurance and child care assistance through separate state-
level offices, to provide continuity for families “on” and “off” TANF. Both Cuyahoga and
Philadelphia created specialized divisions of caseworkers to provide strategic, employment-
focused case management. Cuyahoga also created a separate office of Health and Nutrition to
make food stamps and health insurance accessible to low-income families.

Beyond these administrative changes, policymakers at the federal, state, and local levels
cooperated to fund and to promote work supports. Federal policymakers dramatically increased
resources for work supports, such as children’s health insurance and child care. State govern-
ments determined eligibility and benefit levels and, in some cases, offered supplemental state
policies, such as Pennsylvania’s Adult Basic Coverage health insurance program. State and lo-
cal agencies established telephone hotlines and online benefit-eligibility screeners, which en-
abled families to find out easily if they qualified for work supports. Outreach campaigns in both
counties publicized the federal Earned Income Tax Credit and other benefits.

But administrators in both counties agreed that more can be done at each of these levels.
In some cases, federal and state policymakers might be able to provide new tools, such as new
targeted tax credits or partly subsidized health insurance plans for families who do not qualify
for Medicaid or State Children’s Health Insurance Programs. In most cases, however, local ad-
ministrators asked for simple modifications to make existing tools work better and work to-
gether. They explained that simplified processes for food stamp application, benefit redetermi-
nation, and service quality control would go a long way toward providing broader coverage.
They suggested that, with a little more flexibility and better incentives to cooperate, administra-
tors could use TANF nonassistance funds to offer recipients exposure to education and training
opportunities and could use Workforce Investment Act (WIA) resources to offer ongoing schol-
arships to those who persist in their education or training. With relatively small annual Medicaid
outreach grants, local service delivery systems demonstrated that they could improve outreach
through a range of creative and thoughtful strategies, including hotlines and online benefit-
eligibility screeners, public service advertisements, and community fairs.

* * *

The welfare reforms of the mid-1990s and related federal policies to make work pay were
among the most significant domestic policy changes of the decade. They challenged states to as-
sist recipients in moving from welfare to work, to help families who risked hitting the time limits
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before securing work, and to deploy all available non-time-limited income supports to help low-
income families remain off welfare. TANF caseworkers, administrators, and social service pro-
viders worked hard to meet these challenges, and many TANF recipients left welfare for work.

TANF reauthorization has intensified the demands of the initial reforms. To apply the
momentum of these initial accomplishments to the uphill challenges ahead, service delivery
systems need cooperation from the federal, state, and local levels to make work pay, to identify
parents who have serious employment barriers earlier and to serve them more effectively, and to
provide work supports that work well and that work well together.
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Appendix A
Supplemental Exhibits to Chapter 4



MDRC'’s first Urban Change report on Cuyahoga County documents employment
trends among individuals." The subsequent reports on Philadelphia, Miami, and Los Angeles
document employment trends among adults associated with a case, in order to look at the joint
influence of the case unit toward employment.” That is, the latter reports document whether
anyone who was associated with a particular case experienced certain durations of employment.
For consistency with these latter reports, this extension analysis of Cuyahoga County was con-
ducted in the same manner. However, the results of the analysis are not presented in the body of
Chapter 4 because they differ notably from the results stemming from individual-level analyses
and appear to be unreasonable, as described below. Appendix A explores some possible expla-
nations for the discrepancies.

The individual-level results reported in Chapter 4 for Cuyahoga County only weakly
mirror the results obtained from looking at all adults associated with a case. The case-level
analysis tracks the individual-level analysis perfectly for the first three quarters after welfare
reform was implemented, but then employment rates jump dramatically, from 50.2 percent em-
ployed in Quarter 1 of 2000 to 78.4 percent employed in Quarter 3 of 2000. Appendix Figure
A.1 illustrates the jumps in employment reported for the case.

The increase in overall employment shown in Appendix Figure A.1 is consistent with a
work-first policy combined with a strict participation mandate. These findings imply that such
policies affect the entire case and not individual recipients in isolation, suggesting that recipients
may alter their labor supply in ways so that two (or more) adults are not working simultane-
ously. This is notable, given that a number of procedures were already in place to encourage
work among recipients of Ohio Works First (OWF), as indicated in Chapter 2. The previous
strong emphasis on work, in addition to a faltering economy, may have given OWF a boost in
altering this employment trend after 2000.

Yet the impacts that are implied by the case-level analysis are large and disconcerting
(see Appendix Table A.1). To examine whether this 16 percent jump in employment is an arti-
fact of either corrupt data or programming error, a series of comparisons between the original
unemployment insurance (UI) data contained in the earlier Cleveland report (covering Quarter 1
of 1992 through Quarter 2 of 2001) and the new UI extension data was conducted. Overall, the
analysis of UI data suggests that:

1. The new UI data contain individuals with less work attachment each quarter.

'See Brock et al. (2002).
?For Philadelphia, see Michalopoulos et al. (2003); for Miami, see Brock et al. (2004); and for Los Ange-
les, see Polit, Nelson, Richburg-Hayes, and Seith (2005).
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Per centage employed

Per centage employed

The Project on Devolution and Urban Change
Appendix FigureA.1

Per centage of Cases That Had at L east One Member Employed
Within Four Quartersof Starting AFDC/TANF in Cuyahoga County,
January 1993, Quarter 1, Through December 2002, Quarter 3
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Appendix Figure A.1 (continued)

L ong-term employment
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SOURCES: MDRC calculations using Cuyahoga County administrative welfare records and unemployment
insurance records.

NOTES: The sample is limited to adults.

The boxed area represents the time span over which welfare reform policies may have affected
behavior, as the policies were well advertised prior to being signed into law and were gradually implemented
over time. The area extends from Quarter 2, 1997, to Quarter 3,1997. The darker, rightmost vertical line
represents the implementation of Ohio Works First, Cuyahoga County's TANF program, in Quarter 3, 1997.

The groups to the left of the darkened vertical line in the boxed area are not included in the calculation of the
predicted trend line.

The predicted percentage employed and the estimated effect of welfare reform for overall employment
and short-term employment are calculated using a semilogarithmic trend for the pre-reform period. A linear
trend is used in the calculation for long-term employment. See text for details.

2. The old UI data are incomplete for Quarters 1 and 2 of 2001.

3. These discrepancies are not enough to justify the 20 percent jump in em-
ployment.

The best explanation seems to be a possible change in the composition of the people on
a case between the early 1990s and the early 2000s. To explore this possibility, unemployed
two-parent cases were excluded; this eliminated 9,259 cases, or slightly more than 13 percent of
the sample. Yet the jumps remained. When the analysis was limited to only regular
AFDC/TANF cases (single parents with children), the jumps remained while the overall trend
in Ul employment was lower (as expected).
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Appendix TableA.1

Estimated Effect of 1996 Welfare Reforms on Employment
and Employment Stability for Welfare Casesin Cuyahoga County

Actual
Outcome for Counterfactual
Outcome Post-Reform Period Outcome  Difference
Percentage of cases with at least one person
employed 4 quarters after starting cash
assistance 63.2 47.6 15.6  ***
Percentage of cases with at least one person
with first employment spell
lasting (short-term stability):
1 to 3 quarters 26.3 16.8 9.4  HEx
lasting (long-term stability):
4 quarters or more 36.0 31.5 45  k*

SOURCES: MDRC calculations using Cuyahoga County administrative welfare records and
unemployment insurance records.

NOTES: See Appendix Table A.2 for sample sizes of first-stage regression.

The estimated effect of 1996 welfare reforms is the average post-reform difference from the
best estimated pre-reform trend. See text for more information.

Statistical significance levels are indicated as: *** = 1 percent; ** = 5 percent; and * = 10
percent.

In summary, the case-level jumps appear to be related to the combining of employment
across individuals associated with a case, but the mechanism through which this occurs is un-
clear. While the change-in-composition theory seems reasonable, the sensitivity checks that
were conducted do not support that explanation.
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Appendix TableA.2

Sample Sizesfor New-Entrant Groups, by Year of
First Cash Assistance Receipt

Observations for

Observations  Observations for Individuals Starting
Observations for for New  Recidivist Cases Food Stamps Who
Cases Starting Long-Term Cases Reopening Within ~ Opened AFDC/TANF
AFDC/ TANF  (AFDC/TANF) 6 Months Cases Within 6 Months
Year 1 @) 3) @)
Cuyahoga County
1993 12,005 — 2,919 27,175
1994 9,932 — 6,927 21,257
1995 8,692 4,703 8,907 17,318
1996 7,914 3,382 8,294 15,081
1997 6,658 2,636 8,700 11,861
1998 6,030 1,993 7,399 10,938
1999 4,936 1,359 7,461 9,548
2000 4,600 1,186 6,270 8,559
2001 4,724 831 4,910 7,828
2002 3,666 782 2,158 14,114
Total 69,157 16,872 63,945 143,679
Philadelphia County
1993 12,701 — 1,864 —
1994 10,530 — 5,293 —
1995 7,598 7,407 6,287 —
1996 6,229 5,805 6,557 —
1997 4,946 4,030 6,778 —
1998 5,047 2,940 6,758 —
1999 2,936 2,168 612 —
2000 9 2,116 — —
2001 6 987 — —
Total 50,002 25,453 34,149 —
(continued)
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Appendix Table A.2 (continued)

SOURCES: MDRC calculations using Cuyahoga County and Philadelphia County
administrative welfare records.

NOTES: The sample is limited to family cases, which contain an adult and children.
Cases that opened as child-only cases are excluded from the analysis.

Long-term cases are cases that open for the first time and then go on to receive
benefits 18 months out of a 24-month period. As a result of the 24-month base period,
the first long-term case group occurred in 1995.

Food stamp case results exclude single (adult) recipients, who were subject to
different eligibility rules since 1996. The percentage of individuals receiving food
stamps who opened a welfare case refers to the proportion of individuals who received
food stamps, but not cash assistance, who opened a cash assistance case within a
specified period of time.

This analysis is not presented for Philadelphia County because it can be found in
an earlier report. Since the data consist of new cases through July 1999 (see Chapter 4,
footnote 7), the longer follow-up period through 2003 does not provide any new
information about people moving from food stamp cases to welfare cases within six
months. See Michalopoulos et al. (2003), Table 3.2 (p. 75) and Figure 3.7 (p. 80).
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Appendix B

Trends in Maternal and Child Health,
Neighborhood Safety, and Home Purchases,
by Poverty Concentration



Appendix B presents the trends summarized in Chapter 5 (see Table 5.1) and provides
additional detail about how they changed in the poor, working-poor, and nonpoor neighbor-
hoods of Cuyahoga and Philadelphia Counties during the pre-reform period (1992-1996), when
the economy heated up and service delivery systems (particularly in Cuyahoga) geared up in
anticipation of welfare reform; during the early reform period (1997-1999), a time of strong
economic growth and sweeping policy reforms; and during the later reform period (2000-
2002), when the initial policy changes were in place and economic growth subsided.

Rate of Births to Women Ages 15 to 19 per 1,000 Women

One of the most promising national trends related to the poverty of mothers and chil-
dren was been the decline in the teen birthrate from 1990 to 2000." Children born to teen moth-
ers are at increased risk of birth and health disorders in infancy and, along with their mothers,
are at greater risk of poverty and unwanted pregnancy well into adulthood.”

e Cuyahoga: The teen birthrate declined sharply in poor neighborhoods from
1992 to 1999, as it did in working-poor neighborhoods from 2000 to 2002.

o Philadelphia: Poor neighborhoods experienced sustained declines in the teen
birthrate throughout the analysis period.

Percentage of Births with Any and Adequate Prenatal Care

Two important indicators of health services to pregnant women and newborn children
are the percentage of births with any prenatal care and the percentage of births with “adequate”
prenatal care — a summary measure based on the month of the first prenatal medical visit and
the number of subsequent visits. The National Center for Health Statistics set a national goal for
2000 of raising the proportion of pregnant women who receive adequate prenatal care to 90 per-
cent.

e Cuyahoga: The trend in any prenatal care dipped in poor neighborhoods in
the early reform period, while the trend in adequate care increased. Both
trends improved across the three types of neighborhoods in the later reform
period.

'Earlier Urban Change reports tracked changes in the rate of births to mothers ages 10 to 17, but, follow-
ing the conventions of reporting national health statistics, this report tracks changes in the rate of births to
mothers ages 15 to 19.

*Maynard (1997).
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o Philadelphia: The proportion of births with both any and adequate prenatal
care increased in poor neighborhoods in the early reform period, but it de-
clined in the other two types of neighborhoods and in later years.

Low-Birth-Weight Births as a Percentage of All Births

Children who weigh less than 5 pounds, 8 ounces, at birth are at increased risk of seri-
ous health and developmental problems. Nationally, the percentage of low-birth-weight babies
increased from 7.0 percent in 1990 to 7.6 percent in 2000.

e Cuyahoga: Low-birth-weight births declined in poor neighborhoods before
welfare reform and in the early reform period, but they increased in nonpoor
neighborhoods in the later reform period.

o Philadelphia: Working-poor neighborhoods saw consistent declines in low-
birth-weight births throughout the analysis period.

Rate of Infant Deaths per 1,000 Live Births

Nationally, the rate of infant deaths per 1,000 live births declined from 9.2 in 1990 to
6.9 in 2000.

e Cuyahoga: The rate of infant deaths dipped to just under 1 per 1,000 in work-
ing-poor neighborhoods in the early reform period.

o Philadelphia: Infant deaths inched up to 1 per 1,000 in working-poor
neighborhoods in the later reform period.

Deaths by Homicide per 100,000 Residents

e Cuyahoga: The homicide rate declined sharply in poor Cleveland neighbor-
hoods in the pre-reform and the early reform periods, but the same neighbor-
hoods experienced slight increases in the later reform period.

o Philadelphia: There were sharp and sustained declines in the homicide rates
in poor neighborhoods throughout the analysis period.
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Percentage of Households with Incomes of Less Than $30,000 Applying for
Mortgages

e Cuyahoga: None of the three types of neighborhoods saw a significant
change in low-income mortgage applicants.

o Philadelphia: There were significant increases in mortgage applications in
working-poor and nonpoor neighborhoods in the early reform period.

Home Mortgage Approval Rates Among Low-Income Applicants

e Cuyahoga: Mortgage approval rates declined across the three types of
neighborhoods in the early and later reform periods.

o Philadelphia: Mortgage approval rates declined in poor and in working-poor
neighborhoods in the early reform period.

Ratio of Approved Mortgage Amounts to Applicants’ Income, Among Low-
Income Applicants

e Cuyahoga: The ratio increased in poor neighborhoods in the early reform
period, and it increased across all types of neighborhoods in the later re-
form period.

o Philadelphia: The ratio declined across neighborhoods in the early reform pe-
riod and increased across neighborhoods in the post-reform period.

Median Amount of Approved Mortgages Among Low-Income Applicants (in
2005 Dollars)

e Cuyahoga: The median mortgage amount increased across all types of
neighborhoods in the early and later reform periods.

¢ Philadelphia: The median mortgage amount declined across all types of
neighborhoods in the early reform period but increased across all types of
neighborhoods in the later reform period.

200



10¢

The Project on Devolution and Urban Change
Appendix FigureB.1

Birthsto Teens (Ages 15-19) per 1,000,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.2

Per centage of Birthswith Any Prenatal Care,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.3

Per centage of Birthswith Adequate Prenatal Care,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.4

Low-Birth-Weight Births asa Percentage of All Births,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.5

Rate of Infant Deaths per 1,000 Live Births,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix Figure B.6

Incidence of Homicide per 100,000 Residents,
by Neighbor hood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.7

Per centage of L ow-l1ncome Households Applying for M ortgages,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.8

Home Mortgage L oan Approval Rates Among L ow-Income Applicants,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureB.9

Ratio of Home Purchase Price to Applicants Income, for Approved Mortgagesto L ow-1ncome Applicants,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003

Cuyahoga

5 .

4 -
S
g 34
2
5 2
o

1 .

0

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
—l— Poor (N = 155) —&— Working-poor (N = 128) —@— Nonpoor (N = 186)
Philadelphia

5
o 4
g 3
3 ) —— 4-¢$;.
o

0 -

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
—l— Poor (N = 138) —&— Working-poor (N = 126) —&— Nonpoor (N =61)

SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.



01c

The Project on Devolution and Urban Change
Appendix Figure B.10

Median Amount of Approved Mortgagesto L ow-Income Applicants,
by Neighborhood Poverty, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix C

Neighborhood Welfare Concentration
and Social Distress



Appendix C provides a brief analysis of the composition of neighborhoods where many
welfare recipients lived and of trends in those neighborhoods from 1992 to 2003. In doing so, it ex-
tends the analyses of earlier Urban Change reports on Cuyahoga and Philadelphia Counties, which
defined “high-welfare neighborhoods™ as those where at least one out of five residents received wel-
fare in the pre-reform period (from 1992 to 1995).! It answers the following five questions.

How do the “high-welfare neighborhoods” discussed in the earlier reports
compare with the “poor neighborhoods” discussed in Chapter 5?

The vast majority of Cuyahoga’s high-welfare neighborhoods (114 out of 117) are a
disadvantaged subset of the 155 poor neighborhoods introduced in Chapter 5, as seen by com-
paring Appendix Table C.1 and Table 5.2. Residents of high-welfare neighborhoods were
younger, on average, than residents of all poor neighborhoods. Their median family incomes
were lower; their poverty rates were substantially higher; and they had a lower ratio of working
adults to children.

Similarly, most of Philadelphia’s high-welfare neighborhoods (110 out of 123) are a
subset of the 138 poor neighborhoods introduced in Chapter 5. There were proportionately more
children and fewer working adults in Philadelphia’s high-welfare neighborhoods than in its poor
neighborhoods, as seen by comparing Appendix Table C.2 and Table 5.3.

How did the residential composition of high-welfare neighborhoods change
over the course of the decade vis-a-vis the balance of the county?

Poverty rates declined much more sharply in Cuyahoga’s high-welfare neighborhoods
than in the balance of the county, as shown in Appendix Table C.1. For example, the adult pov-
erty rate fell by 50 percent in high-welfare neighborhoods, compared with 29 percent in the bal-
ance of the county. The child poverty rate fell by 11 percent in high-welfare neighborhoods, but
it increased in the balance of the county.

The population declined by 11 percent in Cuyahoga’s high-welfare neighborhoods,
while inching up 1 percent in the balance of the county. By 2000, residents of what were once
Cuyahoga’s high-welfare neighborhoods were younger than residents of the same neighbor-
hoods in 1990. In the balance of the county, the age distribution was relatively constant. In both
types of neighborhoods, basic education levels and female labor force participation rates in-
creased, but male labor force participation rates declined.

'For the earlier report on Cleveland, see Brock et al. (2002); for the earlier report on Philadelphia, see
Michalopoulos et al. (2003).
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Appendix TableC.1

Demographic Composition and Labor Force Participation Among Neighbor hoods,

by Welfare Concentration, Cuyahoga, 1990 and 2000

High-Welfare
Neighborhoods (N = 117)

Balance of
the County (N =352)

1990 2000 1990 2000
Population 272,924 243,714 1,123,029 1,131,985
Adge composition (%)
Children (ages 0-14) 27.3 29.1 18.6 19.4
Teens (ages 15-19) 8.0 7.7 5.9 6.0
Adults (ages 20-64) 53.7 52.6 58.7 58.7
Seniors (ages 65 and up) 11.1 10.6 16.7 15.9
Racial/ethnic composition and nativity (%)
Hispanic 4.2 6.0 1.6 2.7
Black, non-Hispanic 77.0 78.8 11.9 15.8
White, non-Hispanic 18.1 13.3 84.9 77.6
Asian 0.4 0.4 1.4 2.0
Foreign born 1.9 2.0 6.5 7.2
Education and labor force participation (%)
Adults without a high school diploma 47.9 36.9 21.4 15.0
Total labor force participation rate 51.8 53.1 63.8 64.5
Male labor force participation rate 58.8 56.3 73.7 72.1
Female labor force participation rate 46.5 50.6 55.2 57.8
M edian rent and home owner ship
Median rent (2005 dollars) 416 465 593 597
Five-year household mobility rate (%) 59.5 56.3 61.4 60.7
Home ownership (%) 39.1 40.8 67.5 68.0

(continued)
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Appendix Table C.1 (continued)

High-Welfare Balance of
Neighborhoods (N = 117) the County (N =352)
1990 2000 1990 2000
Income and poverty
Median family income (2005 dollars) 20,543 23,313 49,657 51,688
Ratio of income to poverty (%)
Below 50% of poverty 24.4 19.6 34 3.5
Below 100% of poverty 39.8 35.9 7.2 8.0
Below 200% of poverty 63.7 62.6 20.5 21.6
Poverty rate, by age group
Child poverty rate 55.3 49.1 9.7 10.4
Adult poverty rate 34.0 17.0 6.2 4.4
Provider ratio
Ratio of working adults to children 1.08 1.06 2.60 2.52

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.
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Appendix TableC.2

Demographic Composition and Labor Force Participation Among Neighborhoods,
by Welfare Concentration, Philadelphia, 1990 and 2000

High-Welfare

SI¢

Neighborhoods Balance of the
(N =123) County (N =202)
1990 2000 1990 2000

Population 620,279 560,245 942,646 940,470
Age composition (%)
Children (ages 0-14) 253 27.0 16.9 18.1
Teens (ages 15-19) 7.7 7.6 6.2 6.9
Adults (ages 20-64) 54.8 53.8 59.5 59.3
Seniors (ages 65 and up) 12.2 11.6 17.4 15.7
Racial/ethnic composition and nativity (%)
Hispanic 10.1 14.1 2.1 5.0
Black, non-Hispanic 69.2 70.0 19.9 26.1
White, non-Hispanic 18.1 10.7 74.7 61.6
Asian 2.2 3.1 3.0 4.9
Foreign born 4.2 5.9 8.3 10.9
Education and labor force participation (%)
Adults without a high school diploma 47.6 61.3 28.9 342
Total labor force participation rate 534 49.6 61.5 59.6

Male labor force participation rate 61.3 52.9 70.3 65.2

Female labor force participation rate 473 47.0 54.1 55.0
M edian rent and home owner ship
Median rent (2005 dollars) 488 477 648 634
Five-year household mobility rate (%) 66.2 65.3 63.8 60.2
Home ownership (%) 59.6 55.8 63.7 61.3

(continued)
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Appendix Table C.2 (continued)

High-Welfare

Neighborhoods Balance of the
(N =123) County (N =202)
1990 2000 1990 2000
Income and poverty
Median family income (2005 dollars) 25,772 25,686 52,992 50,946
Ratio of income to poverty (%)
Below 50% of poverty 18.4 19.0 54 7.7
Below 100% of poverty 39.8 359 11.1 15.0
Below 200% of poverty 58.7 61.1 26.8 32.6
Poverty rate, by age group
Child poverty rate 474 46.7 13.6 18.3
Adult poverty rate 28.7 32.1 10.1 14.2
Provider ratio
1.29 1.09 2.78 2.45

Ratio of working adults to children

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.



In Philadelphia, the poverty rate declined in high-welfare neighborhoods, but it in-
creased in the balance of the county, as shown in Appendix Table C.2. (Compare the propor-
tions of residents with incomes “Below 100% of poverty.”) And the child poverty rate was sta-
ble in high-welfare neighborhoods, though it increased in the balance of the county.

In most other respects, changes in Philadelphia’s high-welfare neighborhoods were
similar to, though more pronounced than, changes in the balance of the county. The population
declined more sharply in high-welfare neighborhoods, as did basic education levels and male
labor force participation rates.

How did the trends from 1992 to 2000 in high-welfare neighborhoods, described
in the earlier reports, change during the period from 2000 to 2003?

As noted in the earlier Urban Change report on Cuyahoga, over the course of the 1990s,
teen birthrates declined, and the percentage of mothers receiving adequate prenatal care in-
creased.” Declines in the teen birthrate were particularly sharp in high-welfare neighborhoods
between 1992 and 1999; they inched up in 2000 but continued to decline between 2000 and
2002, as shown in Appendix Figure C.1.

The number of all births in high-welfare neighborhoods declined by 44 percent between
1992 and 2002; and as the birthrate fell, a greater proportion of newborns received adequate
prenatal care, as shown in Appendix Figure C.3.

Cuyahoga’s homicide rate declined sharply in high-welfare neighborhoods between
1992 and 1999, but the rate increased in the early 2000s.

The earlier Urban Change report on Philadelphia notes sharp declines in teen birthrates
between 1992 and 2000 in high-welfare neighborhoods. Apart from a slight increase in 2002,
these declines continued through 2003. (Teen birthrates also fell in the balance of the county,
though the decline was driven by an increase in the teen population [the denominator] rather
than by a decrease in the number of teen births [the numerator], which was fairly stable.)

The earlier report on Philadelphia also notes that the percentage of mothers receiving
adequate prenatal care increased in high-welfare neighborhoods but declined countywide. From
2000 to 2003, however, the improving trend in high-welfare neighborhoods leveled out, and the
trend in the balance of the county continued to worsen, as shown in Appendix Figure C.3.

*Earlier Urban Change reports tracked changes in the rate of births to mothers ages 10 to 17, but, follow-
ing the conventions of reporting national health statistics, this report tracks changes in the rate of births to
mothers ages 15 to 19.
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Philadelphia’s homicide rate was noticeably lower in the post-reform period in both types
of neighborhoods, but the annual rates in the two periods fluctuated around the period averages.

How did the additional trends presented in this report change in high-welfare
neighborhoods?

In addition to the trends discussed above, this report presents three additional indicators
of maternal and infant health and four indicators related to home purchases. For the most part,
trends in Cuyahoga’s high-welfare neighborhoods were similar to those in poor neighborhoods.
The proportion of births receiving any prenatal care dipped in the early reform period but in-
creased afterward. The proportion of low-birth-weight births fell in the early reform period but
was stable afterward. Home mortgage approval rates fell among low-income applicants, but the
amount of approved mortgages to low-income applicants increased.

In Philadelphia as well, the trends in high-welfare neighborhoods resembled those in
poor neighborhoods. The proportion of births receiving any prenatal care increased in the early
reform period. And although the purchase amount of home mortgage applications among low-
income borrowers declined in the early reform period, it increased afterward.

Tying it all together: How does the basic story of neighborhood change for
vulnerable populations differ when using a lens that focuses on welfare
concentration rather than on poverty concentration?

Inasmuch as high-welfare neighborhoods in both counties are almost entirely a subset
of poor neighborhoods, either lens yields similar conclusions about changes in the most disad-
vantaged neighborhoods. Clearly, several conditions in the most disadvantaged neighborhoods
improved, and they improved much more in disadvantaged neighborhoods than in less disad-
vantaged neighborhoods. For example, in both counties, poverty rates remained stable or de-
clined sharply in the most disadvantaged neighborhoods, while increasing or declining less
sharply elsewhere. And teen birthrates and homicide rates fell to record lows. What the welfare
concentration lens misses are the important shifts that occurred among “working-poor
neighborhoods,” as discussed in Chapter 5.
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Appendix FigureC.1

Birthsto Teens (Ages 15-19) per 1,000,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureC.2

Per centage of Birthswith Any Prenatal Care,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureC.3

Per centage of Birthswith Adequate Prenatal Care,
by Welfar e Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureC.4

Low-Birth-Weight Births as a Per centage of All Births,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix FigureC.5

Rate of Infant Deaths per 1,000 Live Births,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix Figure C.6

Incidence of Homicide per 100,000 Residents,
by Welfar e Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix Figure C.7
Per centage of L ow-I1ncome Households Applying for Mortgages,

by Welfar e Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Home Mortgage L oan Approval Rates Among L ow-Income Applicants,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Ratio of Home Purchase Price to Applicants Income, for Approved Mortgagesto L ow-lIncome Applicants,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix Figure C.10

Median Amount of Approved M ortgagesto L ow-Income Applicants,
by Welfare Concentration, Cuyahoga and Philadelphia Counties, 1992-2003
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Appendix D

The Circumstances and Experiences of Residents of
Cuyahoga and Philadelphia Counties,
As Analyzed by Race/Ethnicity



Appendix D provides a brief analysis of the circumstances and experiences of residents
of Cuyahoga and Philadelphia Counties as examined by race/ethnicity. As discussed in the in-
troduction to Chapter 5, the purpose of the neighborhood indicators analysis is to monitor signs
of distress and progress among low-income families, many of whom live in poor neighbor-
hoods. But one limitation of aggregate trend analysis is that it can mask important changes that
occur for subgroups of the larger population. Appendix D examines some of the same indicators
presented in Chapter 5 in order to answer the following question about racial/ethnic subgroups:

e Are there indications of greater progress or greater harm among any of the
three major subgroups in each county — African-Americans, whites, or His-
panics — than suggested by the aggregate trends presented in Chapter 5?

Cuyahoga

Cuyahoga County grew more diverse during the 1990s. The white population declined
from a three-quarters to a two-thirds majority; the black population increased from just under to
just over one-quarter; and the small but growing Hispanic and Asian populations made up the
remaining 5 percent.

African-American Residents

Cuyahoga’s African-American population grew by 9 percent over the decade, and the
circumstances of Cuyahoga’s black families improved dramatically, as shown in Appendix Ta-
ble D.1. The child and adult poverty rates each declined by 20 percent. Basic education levels
increased by 27 percent. And home ownership and female labor force participation rates each
increased by 5 percent.

Appendix Figures D.1 to D.10 show that several of the improving trends discussed in
Chapter 5 were even more pronounced for black families. The teen birthrate in Cuyahoga de-
clined by over 40 percent (Appendix Figure D.1). Indeed, between 1992 and 2002, the number
of births to black teens fell from over 1,700 to just over 1,000 per year. The black homicide vic-
timization rate declined by a remarkable 58 percent (Appendix Figure D.6). The number of
black homicide victims fell from 158 in 1992 to 47 in 2000, though it increased to 72 by 2002.

There were also, however, a few indicators of concern. The age distribution of the black
population grew at the tails — with increasing proportions of children and seniors, as reflected
in the declining ratio of working adults to children (Appendix Table D.1). Labor force participa-
tion rates among black males inched downward from 63 percent to 61 percent. The 1997-1999
dip in mothers with any prenatal care, discussed in Chapter 5, was particularly evident for black
families in Cuyahoga (Appendix Figure D.2).
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Appendix TableD.1

Demographic Composition and Labor Force Participation Countywide,
by Race/Ethnicity, Cuyahoga, 1990 and 2000

Hispanic Black, Non-Hispanic White, Non-Hispanic Asian
1990 2000 1990 2000 1990 2000 1990 2000

Population 31,447 47,078 348,153 379,397 1,011,481 918,577 17,736 25,019
Age composition (%)
Children (ages 0-14) 32.1 32.1 25.8 27.0 18.1 17.6 22.8 18.6
Teens (ages 15-19) 9.0 8.7 8.1 7.6 5.7 5.7 7.6 52
Adults (ages 20-64) 54.1 54.8 57.1 54.3 56.8 58.2 60.6 69.8
Seniors (ages 65 and up) 33 4.4 10.3 11.0 17.9 18.5 4.7 6.5
Education and labor force participation (%)
Adults without a high school diploma 47.0 37.4 37.8 27.7 224 14.6 16.9 14.8
Total labor force participation rate 62.8 61.6 57.8 58.8 62.4 63.7 70.1 64.2

Male labor force participation rate 73.5 66.5 62.7 61.3 73.0 72.1 80.9 72.2

Female labor force participation rate 52.9 57.1 54.0 56.9 53.2 56.3 60.3 56.4
Home owner ship
Home ownership (%) 39.8 45.1 41.9 44.1 68.6 71.2 51.2 48.3
Poverty
Poverty rate 31.6 26.1 31.2 26.8 7.5 6.8 11.9 13.4
Poverty rate, by age group

Child poverty rate 40.0 32.6 46.4 373 10.5 8.0 11.0 11.3

Adult poverty rate 26.5 222 27.0 21.9 6.6 6.4 12.2 14.0
Provider ratio
Ratio of working adults to children 1.1 1.1 1.4 1.3 2.4 2.4 1.9 2.4

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.



White Residents

Cuyahoga’s white population declined by 9 percent. By the end of the decade, the white
population was older (Appendix Table D.1). The overall poverty rate and the child poverty rate
declined. Basic education levels, female labor force participation, and home ownership rates all
increased. Most indicators were stable or evidenced gradual improvement.

Hispanic Residents

Cuyahoga’s relatively small Hispanic population grew by 50 percent over the decade,
and the circumstances of Hispanic families improved dramatically. There were substantial de-
clines in the child, adult, and overall poverty rates (Appendix Table D.1). Levels of basic educa-
tion, female labor force participation rates, and home ownership all increased substantially. But
there was a substantial decline in the male labor force participation rate.

Given the relatively small size of the Hispanic population, some of the trends for this
population are unreliable. And given the sharp growth rate, it is important to understand the
relative change in the numerators and denominators of the rates. For example, homicide was too
rare an event among Cuyahoga’s Hispanic population to support a reliable trend. And as the
Hispanic population grew, teen birthrates fell, but these declines were driven primarily by the
increasing number of Hispanic teens (the denominator). The number of births to Hispanic teens
increased through 2000, though teen births declined afterward. Most trends suggest that the cir-
cumstances of Cuyahoga’s Hispanic families were stable or gradually improved over time.

Philadelphia

Philadelphia County also grew more diverse during the 1990s. The white population
declined from 52 percent to 43 percent of all residents, while the black population increased
from 40 percent to 42 percent; the Hispanic population grew from 5 percent to 8 percent; and
the Asian population rose from 3 percent to 4 percent.

Importantly, several aggregate trends in Philadelphia reflect this changing composition
of the resident pool, rather than changes in the circumstances of the same residents over time.
For example, although levels of basic education increased among each of Philadelphia’s major
ethnic groups, aggregate high school education rates fell, reflecting Philadelphia’s changing
demographic composition. (For example, compare the proportions of adults without a high
school diploma in Table 5.3 and Appendix Table D.2.)
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African-American Residents

Philadelphia’s African-American population grew by 4 percent over the decade, and the
circumstances of Philadelphia’s black families improved, as shown in Appendix Table D.2. The
child poverty rate declined by 12 percent, and the adult poverty rate declined by 4 percent. Ba-
sic education levels increased by 21 percent.

As shown in Appendix Figures D.1 to D.10, several of the improving trends discussed in
Chapter 5 were even more pronounced for black families. The black teen birthrate in Philadelphia
declined by 38 percent (Appendix Figure D.1). Indeed, between 1992 and 2003, the number of
births to black teens fell from over 2,500 to just over 1,400 per year. The black homicide victimi-
zation rate declined by 26 percent (Appendix Figure D.6). The number of black homicide victims
fell from 325 in 1992 to 228 in 1999, though it increased to 250 by 2003.

There were also, however, a few indicators of concern. The age distribution of the black
population grew at the tails — with increasing proportions of children and seniors, as reflected
in the declining ratio of working adults to children (Appendix Table D.2). Labor force participa-
tion rates among black males fell from 63 percent to 57 percent. And the black home ownership
rate declined from 57 percent to 55 percent.

White Residents

Philadelphia’s white population declined by 22 percent. By the end of the decade, the
white population was older, and the ratio of working adults to children increased (Appendix
Table D.2). But the experience of the white population was mixed. On the one hand, the overall
and adult poverty rates increased, and home ownership rates fell. On the other hand, basic edu-
cation levels increased 28 percent, and the female labor force participation rates inched up.
Most trends improved gradually over time.

Hispanic Residents

Philadelphia’s Hispanic population grew by 45 percent over the decade, and the experi-
ence of Hispanic families was quite mixed. On the one hand, indicators suggest relatively high
— and in some cases increasing — levels of distress among Hispanic families. The Hispanic
child poverty rate increased from 47 percent to 50 percent, and the male labor force participa-
tion rate declined from 64 percent to 54 percent. On the other hand, basic education levels, fe-
male labor force participation rates, and home ownership rates each increased, and the adult
poverty rate declined.

Trends in teen birth and homicide rates suggest that the circumstances of Philadelphia’s
Hispanic population improved over time. The Hispanic teen birthrate (Appendix Figure D.1)
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Appendix TableD.2

Demographic Composition and Labor Force Participation Countywide,
by Race/Ethnicity, Philadelphia, 1990 and 2000

Hispanic Black, Non-Hispanic White, Non-Hispanic Asian
1990 2000 1990 2000 1990 2000 1990 2000

Population 89,193 128,928 623,510 646,123 825,839 644,395 42,156 67,119
Age composition (%)
Children (ages 0-14) 322 322 243 26.1 16.0 143 243 19.1
Teens (ages 15-19) 9.5 9.0 7.5 7.5 5.8 6.1 9.1 9.7
Adults (ages 20-64) 54.2 54.4 59.4 55.2 58.2 59.6 60.6 65.6
Seniors (ages 65 and up) 3.9 4.4 11.2 11.2 19.6 20.1 5.2 5.6
Education and labor force participation (%)
Adults without a high school diploma 57.4 50.5 39.8 31.6 31.9 22.9 35.4 37.1
Total labor force participation rate 52.0 49.3 57.9 55.2 58.9 57.6 57.6 54.4

Male labor force participation rate 64.2 54.4 62.8 56.8 69.1 64.3 64.0 60.3

Female labor force participation rate 40.7 44.7 54.1 54.0 50.3 51.7 50.9 48.7
Home ownership
Home ownership (%) 452 51.1 56.7 54.7 66.8 65.1 42.8 42.6
Poverty
Poverty rate 453 422 28.9 28.5 11.1 12.7 29.3 29.8
Poverty rate, by age group

Child poverty rate 46.8 50.4 422 37.2 13.9 14.0 37.2 343

Adult poverty rate 383 37.3 255 24.6 10.5 12.4 272 28.4
Provider ratio
Ratio of working adults to children 1.1 0.9 1.5 1.3 2.6 2.8 1.5 1.8

SOURCE: MDRC calculations from the Urban Change Neighborhood Indicators Database.



declined fairly consistently through 2002, and the decline was attributable to the declining num-
ber of births to Hispanic teens. The Hispanic homicide rate declined 46 percent between 1992
and 2003 (Appendix Figure D.6). The number of Hispanic homicide victims fell from 35 in
1992 to 20 in 2002, though it increased to 29 by 2003.

Conclusions

Consistent with Chapter 5, this analysis suggests that the experiences of a broad cross-
section of Cuyahoga residents improved in a number of ways. These improving circumstances
and experiences were particularly pronounced for African-American and Hispanic families. In
both populations, child and adult poverty rates declined, while basic education levels, female
labor force participation, and home ownership rates increased. Most of these indicators also im-
proved among white residents, though progress was less apparent because of relatively advan-
taged starting levels. Some of the most dramatic improvements of the decade — declines in teen
birthrates and homicide rates — were concentrated among black families. The only notable ex-
ceptions to these otherwise positive trends were declines in the male labor force participation
rates and a notable dip in the proportion of black births that received prenatal care during the
early reform period.

Philadelphia’s experience was mixed. As in Cuyahoga, the circumstances of Philadel-
phia’s black residents improved across several dimensions. Child and adult poverty rates de-
clined, and basic education levels increased. Many white residents moved out of Philadelphia
during the 1990s, and those who remained were poorer and older, on average. Levels of social
distress were relatively high among Philadelphia’s Hispanic population, and indicators of child
poverty and male labor force participation rates worsened. At the same time, levels of basic
education, female labor force participation, and home ownership rates improved among the
Hispanic community. One possible interpretation of both sets of indicators is that some of the
new Hispanic residents were arriving with lower levels of material resources than existing resi-
dents had but that their circumstances were improving over time.
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Appendix Figure D.1

Birthsto Teens (Ages 15-19) per 1,000,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.
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Appendix FigureD.2

Per centage of Birthswith Any Prenatal Care,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.
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Appendix FigureD.3

Per centage of Birthswith Adequate Prenatal Care,
by Race/Ethnicity, Cuyahoga County, 1992-2002 (Countywide)
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NOTE: The data source for Philadelphia County was found to be unrealiable and, thus, was not used in this analysis.
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Appendix FigureD.4

Low-Birth-Weight Births as a Per centage of All Births,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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Appendix FigureD.5

Rate of Infant Deaths per 1,000 Live Births,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.

NOTE: The Hispanic population in Cuyahoga County was too small to use for this analysis.
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Appendix Figure D.6

Incidence of Homicide per 100,000 Residents,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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SOURCES: MDRC calculations using data from the Urban Change Respondent Survey and the Neighborhood Indicators Database.

NOTE: The Hispanic population in Cuyahoga County was too small to use for this analysis.
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Appendix FigureD.7

Per centage of L ow-Income Households Applying for Mortgages,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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Appendix Figure D.8

Home Mortgage L oan Approval Rates Among L ow-Income Applicants,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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Ratio of Home Purchase Priceto Applicants Income, for Approved Mortgagesto Applicants,
By Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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Median Amount of Approved Mortgagesto L ow-Income Applicants,
by Race/Ethnicity, Cuyahoga and Philadelphia Counties, 1992-2003 (Countywide)
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Appendix E

The Nature and Challenges of Major U.S.
Income Supports, Subsidy Programs, and
Medical Insurance



Income Supports

Earned Income Tax Credit (EITC)

Description

At a federal cost of $38 billion in 2002 — more than twice the federal share of the
Temporary Assistance for Needy Families (TANF) program — the work-conditioned, fully re-
fundable Earned Income Tax Credit (EITC) is the largest U.S. cash antipoverty program. The
amount of the EITC increases with the number of children and a family’s earnings, to a maxi-
mum benefit ranging from $412 for childless adults to $4,500 for adults with two or more chil-
dren. In 2002, 26 percent of EITC dollars were claimed by families with an adjusted gross in-
come (AGI) of less than $15,000 per year, and 73 percent of EITC dollars were claimed by
families with AGIs of less than $30,000." Unlike cash assistance and several other major tax
credits, the EITC is indexed for inflation. Established in 1975, the EITC was dramatically ex-
panded in 1986, 1990, and 1993. The program has been credited for raising 5 million families
out of poverty, for much of the recent increase in labor force participation among single parents,
and for its multiplier effect within low-income neighborhoods.’

Opportunities and Challenges

EITC take-up rates among eligible claimants are estimated to be nearly optimal (80 per-
cent to 95 percent), and the IRS notifies taxpayers who do not claim the credit but appear to be
eligible.” Nevertheless, many observers agree, first, that the extent to which the EITC makes
work pay could be marketed more effectively as a work incentive for families who are not par-
ticipating in the formal labor force. Second, observers have pointed out the need for free tax
preparation services, inasmuch as many families file for the EITC through rapid anticipatory
lenders (RALs), who charge exorbitant interest rates for cash advances.

Child Tax Credit (CTC)

Description

At a federal cost of $28 billion in 2002, the Child Tax Credit (CTC) provides a $1,000 per
child credit to families with children under 18 years old and with AGIs of up to $75,000 for single

'U.S. Department of the Treasury, Internal Revenue Service (2002a).
*National Governors Association (2003); Meyer and Rosenbaum (2001).
3Scholz (1994, 1997); U.S. Department of the Treasury, Internal Revenue Service (2002a).
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parents and up to $110,000 for couples. Although the credit is not indexed for inflation, scheduled
increases in 2009 and again in 2010 will increase its value by approximately 54 percent.*

Opportunities and Challenges

Unlike the EITC, which is fully refundable, the CTC is refundable only for families
earning at least $11,000° and owing less than the alternative minimum tax (AMT). As a result,
in 2002, 51 percent of the total CTC dollars were claimed by families with AGIs of between
$30,000 and $75,000. Only 29 percent of total CTC dollars were claimed by families with AGIs
of less than $30,000.°

Child and Dependent Care Credit (CDCC)

Description

At a federal cost of $2.7 billion in 2002, the Child and Dependent Care Credit (CDCC)
provides a nonrefundable tax credit to help families defray the cost of child or dependent care.
Families earning $10,000 can deduct 35 percent of child or dependent care costs, up to $3,000
for one child or $6,000 for two children. The amount of the credit phases down 1 percentage
point for each additional $2,000 in income above $10,000, to a minimum of 30 percent.

Opportunities and Challenges

The CDCC is not refundable, and, because it has not been indexed for inflation, much
of the benefit has eroded over time. To claim the credit, filers must provide information on the
care provider’s tax identification number, which alerts the IRS to the tax liability of the provider
and thus discourages claimants who use informal providers that prefer not to report their earn-
ings. In 2002, 55 percent of total CDCC dollars were claimed by families with AGIs of between
$30,000 and $75,000. Only 19 percent of total CDCC dollars were claimed by families with
AGIs of less than $30,000.

*Burman, Maag, and Rohaly (2002).

>This threshold is indexed at the amount of full-time, minimum wage earnings. The CTC offers a reduc-
tion for families earning less than full-time minimum wage, but such families generally have low tax liabilities.

%U.S. Department of the Treasury, Internal Revenue Service (2002b).
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Subsidy Programs

Food Stamps

Description

At a federal cost of $27.2 billion, the Food Stamp Program provided subsidies for food
expenses to 23.9 million persons in 2004.” Of all the federal means-tested programs, this one is
the most responsive to changes in unemployment and poverty, and it is the only one that covers
all types of low-income households — young and old, single adults as well as parents.® In 2005,
a family of three was eligible for $408 per month in food stamps, a benefit that phases out at
about 30 cents for every dollar of income, up to a maximum income of $1,799 per month. Pub-
lic economists estimate that food stamp recipients value the subsidy at about 80 percent of its
face value, and experimental evidence suggests that recipients consume more food than they
would if the value of the benefit were “cashed out,” although they would not necessarily con-
sume more nutritious food.’

Opportunities and Challenges

The federal welfare reforms enacted by the Personal Responsibility and Work Opportu-
nity Reconciliation Act (PRWORA) of 1996 eliminated food stamp eligibility for noncitizens and
made cuts in the program that translated into a loss of about $241 per month for a family of four
earning the minimum wage. During the period of welfare reform, national food stamp participa-
tion rates among eligible individuals declined dramatically — from approximately 75 percent in
1994 to 53 percent in 2001 — although they have increased slightly since.'® Research suggests
several reasons for nonparticipation among eligible families, including confusion about the effects
of income, earnings, and assets on eligibility; the stigma associated with public assistance; the
burdensome, and at times invasive, application and redetermination processes; and constraints
imposed on states by federal scrutiny and penalties for high error rates.'" The Farm Security and
Rural Investment Act of 2002 (the Farm Bill) addressed some of these challenges, introducing
reforms to the quality-control system, restoring food stamp eligibility to noncitizen children and
adults who have five years of residency, offering categorical eligibility to TANF recipients, allow-
ing states to offer five months of transitional food stamp benefits to TANF leavers, extending the
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redermination period from three months to six, and simplifying the definitions of “income,” “re-

"U.S. Department of Agriculture, Food and Nutrition Service (2005).
$Greenstein and Guyer (2001).

*Whitmore (2002).

°Cunnyngham (2004).

1See Bartlett, Burstein, Hamilton, and Kling (2004).
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sources,” and “deductions,” to make them more consistent with TANF and Medicaid. Despite
these reforms, the Food Stamp Program “still requires more application information, more verifi-
cation and follow-up, and more frequent updates than any other comparable assistance pro-
gram.”"? States claim that their ability to provide benefits to eligible families would be enhanced if
the Department of Agriculture would restore benefits to all legal noncitizens, waive the require-
ment for a face-to-face interview and signature, extend categorical eligibility to Medicaid recipi-
ents (who account for a much larger share of the poor population than TANF recipients do), ex-
tend transitional food stamp benefits for six months instead of five and continue to reform the
quality-control system to enable states to serve families who have earnings.

Child Care

Description

At a combined federal and state cost of $6.8 billion, the Child Care and Development
Fund (CCDF) provided child care subsidies for 1.8 million children in 2004.” PRWORA com-
bined funding for four preexisting child care programs — Aid to Families with Dependent
Children (ADFC) Child Care, Transitional Child Care, the existing Child Care and Develop-
ment Block Grant (CCDBG), and At-Risk Grants — into the revised Child Care and Develop-
ment Block Grant (CCDBG), and it increased the funding for the CCDBG above the levels of
the preceding four programs combined. Under AFDC, states were required to provide child care
to recipients who were required to work. Although PRWORA eliminated the federal guarantee
of child care, it allows states to transfer up to 30 percent of TANF resources into the CCDBG.

Child care expenditures increased dramatically as a proportion of all TANF expendi-
tures between 1997 and 2003. Nationally combined federal and state expenditures on child care
— both as transfers to the CCDBG and as direct TANF expenditures — soared from $256.8
million in 1997 to $4.9 billion in 2003, and from less than 1 percent to 11 percent of all TANF
expenditures. In Ohio, combined TANF expenditures on child care peaked at $348.8 million in
2000, which amounted to 35.0 percent of all TANF expenditures that year. In Pennsylvania,
combined TANF expenditures on child care peaked at $248.0 million in 2000, which amounted
to 18.7 percent of all TANF expenditures that year.'*

12 American Public Human Services Association (2005).
U.S. House of Representatives, Committee on Ways and Means (2004).
1U.S. Department of Health and Human Services, Administration for Children and Families (2000).
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Opportunities and Challenges

All TANF cases include dependent children, many of whom are young enough to need
supervision when their parents work, and the strong positive correlation between child care and
employment stability among welfare leavers is well documented. Despite these increases in
spending, states are struggling to meet the rising demand for affordable child care. Between
2001 and 2004, three-fifths of states, including Ohio and Pennsylvania, lowered the income eli-
gibility for child care as a percentage of the poverty level."

Debates about the level of resources needed to ensure good-quality child care for fami-
lies leaving welfare and for low-income families in general have been among the most hotly
contested battles of welfare reform. Proponents of a $1 billion to $3 billion increase in child
care spending argue that TANF legislation should allocate sufficient resources to help current
TANF recipients to leave cash assistance for work and that the TANF surpluses accumulated as
caseloads fell should be sufficient to meet those needs, especially with adjustments that allow
states to transfer up to 50 percent of TANF resources to the CCDBG and to use unobligated
“prior-year” TANF surpluses for child care. Proponents of a $6 billion to $9 billion increase, on
the other hand, argue that one principle of welfare reform is to provide sufficient child care as-
sistance not only to current TANF recipients but also to all low-income families, in order to
support employment retention and to prevent welfare recidivism, and that most states cannot
currently meet the child care needs of all low-income families or the increasing need for child
care associated with rising TANF caseloads and increasing participation requirements.

Moreover, as states strive to provide working parents with a range of affordable child care
options, they are working to set quality-of-care standards across a broad and often uncoordinated
range of funding streams, including the nonrefundable CDCC (discussed above), the Child and
Adult Care Food Program, Head Start, and portions of the Title XX Social Services Block Grant
and TANF block grant. Many states strive to support parental choice by instituting a tiered reim-
bursement system that includes informal providers (such as friends or relatives) as well as formal
providers.'® States have identified school readiness as an important goal of child care policies and
as an organizing principle for coordinating quality-of-care standards across providers.

1*Schulman and Blank (2004).
"Porter and Kearns (2005).
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Medical Insurance

Medicaid

Description

At a combined federal and state cost of $300 billion in 2004, Medicaid is by far the
largest spending program for low-income individuals. In 2002, Medicaid provided health insur-
ance coverage to 40.1 million individuals — more than 11.6 percent of the total U.S. popula-
tion, 40.5 percent of those with incomes below the federal poverty guideline, and more than
two-thirds of children below the guideline."” Importantly, between 1993 and 2000, Medicaid has
consistently covered the delivery-related costs of approximately 37 percent of all births nation-
wide." For over 50 distinct population groups, Medicaid provides health insurance coverage for
such basic medical needs as physicians’ services, pregnancy-related services, pediatric and nurs-
ing services, hospitalization, laboratory tests, and home health services. PRWORA delinked
Medicaid from TANF, requiring states to continue to provide Medicaid to families with chil-
dren who meet the pre-reform (1996) AFDC eligibility guidelines. Pregnant women and chil-
dren under age 6 who have family incomes below 133 percent of the federal poverty guideline
and children under age 19 whose family incomes are below 100 percent of the federal poverty
level are categorically eligible. In 1998, average real Medicaid payments were $1,203 for chil-
dren and $1,876 for adults."” Families with Medicaid coverage make greater use of preventive
services and needed medical care, and they are buffered from the risk of out-of-pocket medical
expenses.”” Medicaid has been credited with contributing to declines in child mortality and low-
birth-weight births.

Opportunities and Challenges

Health care inflation together with increases in the caseload and the range of medical
benefits have made Medicaid “the largest and fastest growing component of state spending.”!
Although Medicaid has consistently outperformed the private sector in controlling acute care,
administrative, and health maintenance organization (HMO) costs, changes in the nature and
cost of medical care, the aging of the population, the growth in the number of uninsured work-
ers, and expansions in the range of Medicaid benefits — particularly the outpatient prescription
drug benefit included in the Medicare Modernization Act (MMA) of 2003 — are exerting tre-

'7U.S. House of Representatives, Committee on Ways and Means (2004).
'8National Governors Association (2003).

PProvost and Hughes (2000).

OGreenstein and Guyer (2001).

2! American Public Human Services Association (2005, p. 13).

253



mendous pressures on the program to be all things to all people. Thus, as states seek to meet
their responsibility to extend health insurance coverage to low-income families, they do so in
the face of severe budget deficits and while coping with cumbersome regulatory requirements.

Medicaid spending is increasing faster in Pennsylvania than in the United States, primar-
ily due to increases in long-term care costs associated with an aging population.”? Nevertheless,
“Pennsylvania’s rate of uninsurance among the nonelderly, 11.0 percent, is significantly lower
than the national rate, 15.5 percent,” and the “state’s rate of uninsured children (6.7 percent, com-
pared with 10.4 percent for the United States) is among the lowest in the nation.”” Much of Penn-
sylvania’s success is attributable to its higher-than-average rates of employer-provided health in-
surance — 73 percent, compared with 66 percent nationally. Because Pennsylvania has a lower
poverty rate than the nation, Medicaid covers a slightly lower percentage of its population than in
other states. But to its credit, Pennsylvania enrolls a higher percentage of those eligible for Medi-
caid than the average state does (85 percent versus 81 percent). Notably, although federal Medi-
caid coverage does not extend to childless adults, Pennsylvania uses tobacco settlement funds to
offer Adult Basic Coverage to low-income adults both with and without children.

State Children’s Health Insurance Program (SCHIP)

Description

At an annual federal cost of $3.2 billion in 2004, the State Children’s Health Insurance
Program (SCHIP) provides health insurance coverage to children who are less than 19 years old
and whose family income is from 133 percent to 300 percent of the federal poverty guideline.”
In federal Fiscal Year (FY) 2002, 5.3 million children were enrolled in SCHIP, which covers
the full cost of basic health benefits, including inpatient and outpatient hospital services, physi-
cians’ surgical and medical services, laboratory and X-ray services, and well-baby and well-
child care and immunizations, as well as partial coverage for such additional services as pre-
scription drug coverage and mental health, vision, and hearing services.

Pennsylvania was one of the first states to implement a Children’s Health Insurance
Program (CHIP), in 1992, which served as a model in some respects for the federal program of
1997 and was one of only three state programs “grandfathered in” to the federal program. Penn-
sylvania is one of 16 states that operate SCHIP through a separate state program — in this case,
administered through the Pennsylvania Insurance Department (PID). Ohio is one of 21 states
that offer SCHIP through an expansion of the Medicaid program.

2Birnbaum (1998).
ZBirnbaum (1998, p. 4).
*U.S. House of Representatives, Committee on Ways and Means (2004).
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Opportunities and Challenges

Unlike Medicaid, SCHIP is not an entitlement. Although enrollments have expanded
dramatically as a result of aggressive state outreach, between 1998 and 2002, states underspent
SCHIP resources by 46.9 percent, on average. States must liquidate their entire allotment for a
given year before they can access funding for the next, and they have three fiscal years in which
to spend a given year’s allotment, after which it is subject to redistribution among the states.
Like Medicaid, SCHIP is funded by a federal-state matching program, but the state obligation
for SCHIP is less than that for Medicaid, making it more affordable for states to enroll children
in SCHIP than in Medicaid.
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