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Economic Justice Institute, Inc.

2300 S. Park Street, Ste. 3, Madison, WI 53713 (608) 260-8299 FAX: (608)442.1262

To: Joint Legislative Audit Committee, Senator Carol Roessler and Representative
Suzanne Jeskewitz, Co-Chairs

From: Victoria Selkowe, Staff Attorney, Economic Justice Institute, Inc.
RE: Audit of the W-2 Program

Date: April 27, 2005

My name is Victoria Selkowe and I am Staff Attorney for the Economic Justice Institute, Inc.
We provide free legal services to low-income Dane County residents, specifically in the areas of
housing, public benefits and workers’ rights. I am also the co-chair of the Benefits Advocacy
Team, a coalition of more than fifteen Dane County service providers who work to keep low-
income families connected to various public benefits. I have been involved with W-2 issues since
the program’s inception and I currently represent W-2 participants in Dane County.

As you know, when W-2 was first presented, it was sold to us as a program that would get low-
income families on a path to self-sufficiency. We were told that each participant’s individual
needs and barriers would be fully assessed and that plans would be designed to address those
needs. As this Audit of the W-2 program has revealed — and as the previous audit of the W-2
program revealed, in 2001 — the program has failed to live up to these promises.

The Audit identifies numerous problems that plague the W-2 program. In fact, if you go back
and review the last LAB Audit of the W-2 program, released in 2001, you’ll find that many of
the same problems were brought to your attention then and, if anything, have grown worse since
that time.

I want to be clear in stating that the problems plaguing the W-2 program are not confined to
Milwaukee County. As an attorney who represents W-2 participants in Dane County, [ work
every day with families who are being forced to live through the program’s failures and flaws.
Let me provide you with a few examples:

1. Diversion & “Job Ready”

[ see an unmistakable pattern of eligible families being turned away from W-2. They are
offered absolutely nothing that would help them connect with jobs, training or education.
They are labeled as “job ready” and they leave our Job Centers and W-2 agencies as
indigent and unemployed as when they walked in. There is no follow-up done to assess
whether the family did in fact find employment or to ensure that the family is connected
to other support services that they may need for basic stabilization or employment
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purposes. Take the example of my client “Laura,” who was denied W-2 because she had
worked part-time for approximately five weeks nearly six months before her W-2
application. The fact that she was currently homeless, unemployed, had a 3 month old
daughter, had been diagnosed with severe depression and panic attacks, had a criminal
record and had not finished her high school diploma were apparently not construed as big
enough problems to prevent the “job ready” label and a denial of cash benefits.

. Failure to Assess & Inconsistent Service Provision

For my clients who do make it onto W-2, a feat that cannot easily be accomplished in
Dane County without significant help from a social worker or lawyer, they struggle with
numerous barriers to employment and, as the Audit indicates, many do not receive proper
assessments or individualized services, meaning that after a year or two on W-2, they are
no better off and have ticked away precious benefit time. I have personally witnessed
FEPs explaining the Barrier Screening Tool as an “intrusive,” “really personal,” “long,”
“bunch of questions about your personal life” to my clients. It’s no wonder that more than
half of W-2 participants turn down the opportunity for this type of screening and
assessment.

I see Community Service Job participants who have never been offered any type of short-
term skills training and are offered instead nothing more than a series of make-work
Community Service Jobs. Take “Angela,” for example, who has no work skills or work
experience at all yet who, despite being on W-2 for more than a year, had not been
offered even the opportunity to participate in a basic computer class or short-term
training and instead had been shuffled from one Community Service Job to another,
where she learned “skills” such as how to help prepare snacks for children at a daycare
and how to sort clothes at a local nonprofit clothing center.

. Inappropriate Case Closures

My clients are also those with numerous, severe and documented barriers who are cut off
from the program because of procedural reasons, not because they have secured or
maintained employment or successfully overcome a barrier. Take “Susan,” for example,
who the County knew had severe depression, anxiety, post-traumatic stress syndrome and
agoraphobia, as well as an autistic son, who was cut off from W-2 because she did not
attend an appointment. The closure of her W-2 case resulted in Susan and her two
children becoming homeless, living in a shelter, further destabilizing the family.

Or take the example of my client “Patty,” who despite having cognitive problems, no
GED and literacy problems, depression and physical health problems, had her W-2 case
closed when she didn’t return a verification form — a form that she could not read or
understand.

Neither “Susan” nor “Patty” received a call from their caseworker prior to their case
being closed. Neither woman received even a phone call from a caseworker asking why
the meeting had been missed or the form not turned in or an offer of how to get back into




compliance and avoid having the case closed. Both cases were simply closed and
family’s benefits terminated simply because the County could, despite the clearly
devastating consequences to the women and their children.

These are just a few of countless examples of clients who have been failed by this program. I'm
sure many of you share my concern about waste and inefficiency and promises that are not being
delivered. This Audit shows clearly that the W-2 program is failing participants and is failing to
live up to its promises to Wisconsin’s taxpayers.

If you are serious about ensuring that this program lives up to its promises, I urge you to institute
strict accountability measures and requirements for those who contract with the state to run this
program. We cannot afford to let another four years go by until the next Audit and have the
same problems continue to plague this program. There is too much at stake for our state’s
most vulnerable families.

I have attached a list of performance standard modifications that the Benefits Advocacy Team
submitted in early March to the Department of Workforce Development. I would ask that you
review these closely and consider using your legislative clout to require the Department to
institute some of these performance standard requirements in the upcoming W-2 contracts.

I would also urge you and your colleagues to demand significant accountability from the
Department as it moves ahead both with its response to the Audit’s findings and its plans for
further caseload reductions. Require the Department to provide you with quarterly reports on its
progress towards addressing the Audit’s primary findings. Require the Department to provide
you with quarterly reports detailing the specific outcomes for those W-2 participants who have
been cut off the program.

I urge you to not accept at face value the Department’s claims that it is addressing the numerous
problems identified by the Audit. The Department, I’m sure, claimed the exact same thing at a
hearing similar to this one on the 2001 W-2 audit. And yet the most recent Audit’s findings
illustrate beyond a doubt that the same systemic problems with W-2 remain and some of them
have even worsened. Yes, the current administration did not create the W-2 program and
certainly cannot be held responsible for all of the program’s systemic flaws. However, this
administration and you, as the Department’s legislative oversight, are responsible if you allow
these problems to continue unfettered.

Thank you for your consideration. Please do not hesitate to contact me at (608) 260-8299 or
vsselkowe@wisc.edu if you have additional questions or concerns about the W-2 program.




Recommendations for W-2 Contract Performance Standard Modifications

1. Require agencies to conduct formal, comprehensive assessments in all cases, immediately
after eligibility is determined, and before any placement decisions are made.

2. Instead of allowing agencies to satisfy their contract requirements merely by placing 35%
of their W-2 participants in full or part-time jobs “expected to last” 30 days or more,
require agencies to place at least 35% of participants in full-time jobs which actually last
six months or more.

3. Require agencies to offer GED/HSED programs to all W-2 participants who wish to
engage in these activities and provide reasonable accommodations to allow participants
with disabilities or family members with disabilities to benefit from educational
opportunities.

4. Require agencies to offer short-term skills training to all W-2 participants interested in
such skill development and provide reasonable accommodations to allow participants
with disabilities or family members with disabilities to benefit from training
opportunities.

5. For participants sanctioned in two or more consecutive months, the agency should be
required to conduct assessments again to ensure that barriers have been identified and
accommodated.

6. Require agencies to review a participant’s circumstances and barriers prior to imposing
payment sanctions or strikes to determine if the sanction is correct, if good cause is
present and if a barrier or disability interfered with participation. Forbid the agency from
issuing the sanction or strike unless the agency has demonstrated that the family’s failure
to comply was not the result of health problems or other barriers.

7. Require agencies to maintain regular and frequent contact (at least once per week) with
unemployed participants coded as Case Management Only (CMS). During these weekly
contacts, the agency must provide appropriate case management services (and document
the results in CARES). If the participant is unable to find or maintain subsidized
employment within 30 days and remains otherwise eligible for W-2, the participant must
be placed in a W-2 paid position.

8. Require agencies to specifically indicate if they will provide transportation, education,
training, and housing services to participants coded as CMS, to describe the extent of
services, to publicize this information to all participants in these categories, and to track
receipt of these services in CARES by individual participants.

9. Impose penalties against agencies that fail to properly serve participants by failing to
process application requests, failing to conduct appropriate assessments, failing to make
appropriate placements or terminating placements inappropriately, or failing to comply
with the Americans with Disabilities Act.

10. Require agencies to track participants who leave W-2 for at least 12 months.
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MEMO

TO: Members, Legislative Audit Committee

FROM: Kristin Settle

DATE: Wednesday April 27, 2005

RE: Results of Audit Bureau findings on W-2 program

Good afternoon. I am here today to talk to you about education and training, two things
highlighted in the W-2 audit as being deficient in nature. As you are well aware, the recent
audit highlighted a significant number of problems, both financially and structurally,
which indicate the programs many failures.

Simply stated: W-2 was a bad idea. W-2 has not lived up to its primary objective

of getting people out of poverty, and has functioned as though the goal was to

just get them off welfare. Sweeping reform changes instituted in 1997 and again in 2003
have not been re-evaluated to determine their effectiveness. Neglect on behalf of the DWD,
and a defunct interest on behalf of the Administration has left thousands of Wisconsin
workers poor, uneducated, and unable to provide for themselves and their families. It is
time to reform the reforms.

The sooner we get W-2 participants working in steady, long-term, productive occupations,
the better Wisconsin will be. The goal should be permanent, well-paying employment for
all people who want to work. This can be accomplished through more adequate and
appropriate training opportunities within W-2. Remember — getting people off of welfare
does not mean they are out of poverty.

Given the analysis by the Audit Bureau, we find the need for the following changes within
W-2:

o Allow education and training to count as work activity If “Student” counts as an
occupation in other sectors of the economy, it should count as an occupation in the
W-2 program.

o Create job training programs that do not require a GED, or make it possible

for apprenticeship students to obtain one while learning their trade The new
Park East developments, as well as continued sprawl and construction throughout the

state provide an opportunity for W-2 employees to participate in the workforce.
However, these apprenticeships are hard, and often take years to complete. Current
W-2 structures make it impossible for someone to learn a trade and continue to fill
W-2 requirements.

o Require agencies to develop a certain number of trial jobs And make a serious
effort to get local businesses involved to ensure that these jobs and training programs
are effective in preparing someone for that job.

o Develop basic skills training beyond computer training These may include soft
skills, or skills such as financial management, how to interview for a job, or even
balancing career and family responsibilities.

o Conduct standardized assessments The experience of someone trying to apply for
W-2 can be daunting and disheartening. It is crucial that uniform application
procedures be in place to determine who is eligible and how the program can be best
suited for them. In addition, the application process should include a safety net, for




the applicants who never make it back to the W-2 centers. Someone applying in
Milwaukee should have the same experience as someone applying in Madison or
Green Bay, and it should be a welcoming, encouraging experience.

o Focus on making it easier for workers to complete program Getting state
assistance should not be harder than getting a job in the first place. Service agencies
should develop ways to ensure participants are getting all the benefits they can from
the program. This would involve restructuring the way cases are managed, and the
way the program is operated as a whole. Too many people are falling through the
cracks.

o Develop the proposed wage-paying Trial Jobs Plus tier to make W-2 placements
wages instead of grants Currently, W-2 placements are classified as ‘grants’ instead
of ‘wages’. This has several implications. First, workers enrolled in W-2 have to
work for their benefits, but they do not receive the same rewards as a typical
employee. They do not get social security credits, they are not eligible for
unemployment compensation, and they cannot get earned income tax credits for their
efforts. W-2 participants may do the exact same work as a non-W-2 employee,
however, they are treated differently. This would appear to be in violation of the fair
labor standards issues that require workers be treated equally. Furthermore, in the
existing system, W-2 participants have displaced county workers and other union
employees. Reclassifying Community Service Job benefits to wages would provide a
new measure of faimess to the current system.

o Eliminate the job ready category Most workers that would be able to complete job
training successfully get put into the job ready category within W-2, which means
they are not eligible for any income support while enrolling in training. This is just
another means to get people off the rolls, without really solving their problems.

People often come onto welfare as a last resort. They face many barriers, some physical
and some circumstantial. It is in the best interest of the state to ensure that they are
properly evaluated, and given every opportunity to improve their situation on a permanent
basis. Building human capital is the single greatest investment the state can make in its
future. But like many investments, it takes time, resources, and commitment to get a
return. Offering unproductive education programs and job training that trains you for no
real job is ineffective and irresponsible.

As we all learned in school, there is nothing wrong with admitting you have made a
mistake, and getting a ‘do-over.” Rather than continue to insist the W-2 reforms were
appropriate and working, perhaps the DWD and the Administration should admit they
have ignored this program, that it isn’t working, and that they are going to devote the time,
talent, and resources needed to ensure a proper ‘do-over.’

Thank you.

INSTITUTE FOR WISCONSIN'S FUTURE

policy research in the public interest

Kristin L. Settle

Working Families Project Coordinaror

1717 South 12th Streer #203 Milwaukee, Wisconsin 53204-3300
phone 414-384-9094 | fux 414-384-9098
kser[le@wisconsinsﬁnure.org I www.wisconsinsfuture.org
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LENA C.TAYLOR

Wisconsin State Senator ® 4th District

April 27, 2005 APR 26 2005

Senator Carol Roessler, Co-Chair
Joint Committee on Audit

8 S. State Capitol

Madison W1, 53707-7882

Dear Senator Roessler:

Thank you for holding the public hearing of the Joint Committee on Audit regarding the
W-2 audit. This is a proactive step towards resolving the problems the program faces that
have been identified by the Legislative Audit Bureau.

Because 80% of W-2 recipients reside in the Milwaukee area, Representative Tamara
Grigsby and [ are hosting a public hearing in the lower level meeting room at the NAACP
Headquarters, which is located at 2745 N. Dr. Martin Luther King Jr. Blvd. in
Milwaukee. The hearing is scheduled for Monday, May 2, 2005 from 4:00 - 6:00 p.m.
Secretary Roberta Gassman and other representatives from the DWD will be in
attendance at the hearing to listen to the public testimony presented.

Again, thank you for holding a public hearing in Madison on the W-2 Audit, and I invite
you to attend the hearing in Milwaukee. Ilook forward to continuing to work with you to
improve W-2 for the clients it serves and I hope to see you on Monday.

LENA C. TAYLOR
State Senator
4th Senate District

HERE TO SERVE YOU!

Stare Capreol o PO Box 7882, Madison, W1 53707-7882 * Phone: (608) 266-5810 » Fax: (608) 267-2353 o Toll-free | (888) 326-6673
E-mail: Sen. Taylor@legis.state.wius ® Web: www.legis.state. wi.usfsenatefsenO4/sen04.homl !
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Shalom H.S. ¢ NOVA ¢ El Puente H.S. # The CITIES Project
Technical Assistance & Leadership Center

27 April 2005 W

Senator Carol A. Roessler
Representative Suzanne Jeskewitz
Joint Committee on Audit

Room 8 South, State Capitol
P.O. Box 7882

Madison, W1 53707-7882

Dear Senator Roessler and Representative Jeskewitz,

I am writing to comment on the Legislative Audit Bureau’s most recent evaluation of the Children
At-Risk Program (Report 05-4, March 2005). My interest in the program extends back to its
mnception. TransCenter for Youth, Inc. was one of the first non-profit agencies to contract with the
Milwaukee Public Schools under Children At-Risk in 1985. That contract supported the operation of
Shalom High School, one of Milwaukee’s first Partnership Schools. Since then, we have opened two
additional Partnership Schools: the Northwest Opportunities Vocational Academy (NOVA) and El
Puente High School for Science, Math, and Technology. In addition, I was honored to serve on the
Jotint Legislative Council Special Committee on Children At-Risk in 1999,

No 1ssue will be of greater importance to the future social and economic health of Wisconsin than to
nsure that all of our children graduate from high school ready for college, work, and citizenship.
The Children At-Risk statute was enacted in 1985 to foster improved graduation rates in those areas
of the State where large numbers (or a high percentage) of students drop out. Given the changes in
the world’s economy since then, there is an even greater need to insure school success for all of our

young people.

The biennial appropriation for Children At-Risk is important, but it is not the only important
element of the program. I want to highlight four critical components of the statute:

1. Using the criteria in the statute, school districts are required to identify those students

who are most at-risk of not graduating from high school. Like No Child Left Behind,

Children At-Risk requires districts to address the needs of all the actual stadents

enrolled.

Districts are encouraged to offer at-risk students options that will allow them to

reconnect with the educational process. Students and their families are empowered to

choose among the options the ones that will best fit their needs.

3. The statute gives authority to participating districts to contract with non-profit agencies
to add Partnership Schools to the options available to students.

4. Performance-based bonus aid is awarded to districts for students who meet at least three
of the outcome objectives spelled out in the statute. Districts have to earn the aid by
creating programs that are successful in helping at-risk students move closer to
graduation.

[

When considering the program’s future, I hope the Legislature will keep all of these components, not
just the funding, in mind. In Milwaukee, for example, 1n 2003-2004, sixteen Parmership Schools
serving over 1,500 students depended on the contracting authority included in the statute. These
schools are a vital part of the diversification of educational choices available to families in Milwaukee.
In past audits, the Legislative Audit Bureau has consistently found that Partnership Schools out-
petform regular district schools in helping students meet the Children ArRisk outcome objectives.

1749 N. 16th Street ¢ Milwaukee, WI 53205 ¢ (414) 933-7895 ¢ Fax (414) 933-5433



The Legislative Audit Bureau raises important concerns about the way the program is being
implemented by some districts and the way compliance is being monitored by the Department of
Public Instruction. They find it difficult to track the direct effect of the bonus aid. The auditors also
note, however, that the graduation rate is going up and the dropout rate is going down in the vast
majority of the districts participating in the program. Since these are the goals for the program, this
finding should not be undervalued.

From my comments above, it will not surprise you that I am opposed to the first two options for the
future of the program offered by the LAB in their report. Eliminating the program or merging it
into other initiatives would jeopardize schools with a long track record of success, and at a time when
increasing the graduation rate is more important than ever. However, I do think the program could
be improved.

The research is clear and unequivocal on what interventions will be most successful in reconnecting
at-risk youth to school. In 1999, the Special Committee on Children At-Risk drew on this research
to amend the statute to encourage participating school districts to create small schools of various
kinds and allow students identified as at-risk of not graduating from high school to choose the school
that would best meet their needs. The program could be amended so that on/y students enrolled in
such schools would be eligible for bonus aid. This change might make it easier to track the effect of
the funding.

In her response to the evaluation, Superintendent Burmaster suggested targeting the progtam to
grades 9-12 would be an improvement. I agree with her that the program could be more effective if
it were more targeted. However, the statute identifies students by their grade level, not their ages.
Many districts have “over-aged” middle school students who should be in ninth grade (or higher) but
who have been held back. Reconnecting these young people to school and helping them catch up
will be essential to maximize their chances to earn diplomas. I would recommend targeting the
program to grades 7-12 so that these “over-aged” middle school students do not get left behind.

I have devoted my entite professional career to trying to find ways to increase educational
opportunities for all children and their families. The Partnership Schools we have created in
Miwaukee have made a huge difference in the lives of young people. Thousands of students have
benefited from the opportunities provided by the Children At-Risk program, opportunities they
would not have had without it. I hope you will keep this in mind while considering the program’s
future.

If you have any questions, or if I can be of any further help to you in this matter, please call on me.

Sincerely,

-~

Daniel Grego, Ph.D
Executive Director
TransCenter for Youth, Inc.
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Wisconsin Works (W-2) Program

Legislative Audit Bureau
April 2005

Overview

& Created to help participants achieve self-
sufficiency through employment

# Started statewide in September 1997
& Administered at the state level by DWD and

locally through 52 contracts with public and
private providers

& Expenditures have totaled $1.5 billion
through June 2004




Participant Placements

# Participants are assigned to either
subsidized or unsubsidized placements
¢ In June 2004:

— almost 80 percent of the 15,539 participants
were In Milwaukee County

~ 12,539 were in subsidized placements

# Those in subsidized placements receive
either $628 or $673 per month

Changes in Caseload

W-2 Monthly Caseload
September 1997 through June 2004




Custodial Parents of Infants

& W-2 increasingly serves custodial parents of
infants

& From June 1998 to June 2004, new
participants who were custodial parents of
infants increased from 18.0 to 37.3 percent

# Those who were never in another placement
increased from 8.5 percent in 1998 to
49.8 percent in 2004

Time Limits On Participation

# There is a 60-month lifetime limit and
24-month limits for community service job
and transitional placement categories

& W-2 agencies can grant extensions

& From April 1999 through June 2004,
almost 72 percent of 1,660 requests for
60-month extensions were approved

& Extension approval rates vary among W-2
agencies 6




Program Performance

# For the 9,958 participants who left the W-2
program in the last three months of each
year from 1999 through 2002:

— Approximately 20 percent earned more than the
poverty level in the year after they left the program

— 42T percent of those who left in 1999 were above
the poverty level in 2003, when tax credits were
included

Employers of Former Participants
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Improving Program Management

& Approximately one-fifth of community
service job participants were assigned to no
work in June 2004

& Through June 2004, $1.3 million in excess
payments were made to parents of infants

& W-2 agencies issued $1.9 million in other
excess payments

& Only 43.5 percent of participants were
screened for barriers to employment 9

Variation in Services and Sanctions

& During 2002-2003, average monthly per
participant expenditures ranged from $310
by UMOS to $731 by Racine County

& During the first six months of 2004:
— 7 agencies sanctioned more than 20 percent of their
participants; and
— 25 agencies sanctioned less than 10 percent of their
participants




Future Considerations

¢ Factors affecting future program success
will likely include:

— ensuring the amount and type of services provided
by W-2 agencies are more consistent;

— improving the accuracy of cash benefit payments:
— better serving the needs of returning participants;

— ensuring participants are actively engaged in work
activities; and

— addressing issues unique to Milwaukee County
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REPORT FROM THE PRESIDENT:

When Wisconsin Works (W-2) was introduced as
the state’s new welfare reform program a decade ago its
philosophical framework was a new idea in social poli-
cy. Entitlements were to be replaced by personal respon-
sibility, and the role of the state was to work with clients
to obtain jobs and thereby help themselves economical-
ly in the tuture.

We asked Dr. David Dodenhott, a nationally known
welfare scholar, to examine the current state of W-2 in
Wisconsin. This report describes a system where state
bureaucrats ure subtlety reintroducing the concept of
entitlement to our state’s poor rather than a focus on per-
sonal responsibility. Education and training are the new
mantras for our workforce development policies.
Unfortunately there are two problems with this direc-
tion. First, very few people who are in these programs
end up with credentials. Secondly, and most important-
ly, employers do not view these skills as most critical for
entry-level position job applicants.

The most important part of this study is a unique
survey of metropolitan Milwaukee area businesses.
Companies were asked directly what skills they are
looking for in new entry-level employees. Their
responses indicate that a good work ethic and depend-
ability are much more important than any kind of edu-
cation or specific job training. Madison bureaucrats,
who are detached from how Wisconsin businesses run,
are simply not listening to the needs of the business
community.

This report’s recommendations for a restructuring of
how Wisconsin spends money on welfare clients deserve
serious consideration. At a time when state government
faces major problems with our budget, this study raises
issues that cross many areas. Elected officials and
bureaucrats in Madison must stop spending millions of
dollars especially on the programs for the poor that show
little chance of success. We need new reforms and more
accountability for the millions of dollars taxpayers in
Wisconsin are spending on these programs. The direc-
tion should be to emphasize jobs, not adult education.
We need to return to the guiding principle of employ-
ment in the private sector instead of failed feel-good
policies. Everyone wants the poor to succeed, but is that
the real goal of Madison bureaucrats?

Qe ill

James H. Miller

WISCONSIN POLICY
RESEARCH INSTITUTE, INC.
PO. Box 487 = Thiensville, WI 53092

(262) 242-6409 = Fax: (262) 242-6459

E-mail: n;u'ﬂ.” \l.;)f'.'".rn'.g' * Internet: w \l.‘n'.u';u'.r',urg

Wisconsin Works

DAVID DODENHOFF, PH.D.

ROAD TO NOWHERE
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EXECUTIVE SUMMARY

Despite its ostensible focus on work, the Wisconsin Works program (W-2) devotes substantial resources to client
education and training (also known as “human capital development”). At present, about 60 percent of the W-2 case-
load is engaged in some sort of human capital development activity. Among the subset of clients who lack a diplo-
ma or high school equivalency, or who have a diploma but still lack basic skills, the number involved in education
and training exceeds 90 percent.

Unfortunately, the state’s W-2 education and training strategy fails taxpayers, W-2 clients, and Wisconsin
employers. There is abundant evidence for this in the evaluation literature on welfare programs, and in a Milwaukee-
area employer survey conducted for this study.

For example, under W-2 the state strongly promotes adult education for clients who enter the program without
a high school diploma or GED. Evaluation research shows, however, that adult education programs are ineffective in
increasing participant employment rates and earnings.

Evaluation research also shows that only a small minority of welfare clients assigned to education and training
activities can be expected to complete those activities—often as low as 10 or 15 percent, even after several years.
Even so, the state continues to assign a majority of W-2 clients to education and training, knowing that the vast major-
ity will never finish their assigned activities or earn a credential.

Furthermore, even among welfare recipients who do manage to earn an education or training credential, the mar-
ginal value of that credential is almost never sufficient to move a family out of poverty. Thus, the idea that education
and training for welfare clients is a ticket to a middle-class existence is an illusion.

Finally, a survey of Milwaukee-area employers conducted for this project indicates that entry-level employers
consider a good work ethic and dependability much more important than education or job-specific training. The W-2
program, however, continues to assign clients to education and training activities as if they were highly valued by
employers.

In years past, when families could stay on welfare as long as they were financially eligible, enrolling clients in
unproductive human capital development activities was less of a concern. But under the current welfare regime, in
which clients are limited to five years’ worth of welfare use over the course of a lifetime, the state has an obligation
to make every hour of participant time count. By channeling W-2 clients into often fruitless education and training
activities, the state is failing in that obligation.

Based on these findings, the report makes the following recommendations:
*  The W-2 program should dramatically scale back the percentage of individuals it assigns to basic
skills training, GED preparation, and high school diploma completion.

*  No education or training activity should be available through a W-2 agency unless local employers or
employer associations have either participated in its creation or affirmed that it is indeed a valuable
activity.

¢ To the fullest extent possible, education and training activities should be put on a pay-for-perfor-
mance basis—for both providers and participants.

*  The W-2 program should emphasize education and training for the most job-ready individuals, rather
than the least.

*  The State of Wisconsin and W-2 agencies should create “bridge training” programs to help individu-
als qualify for vocational training.

*  Community Service Job assignments for the hardest-to-serve clients could be reorganized along the
lines of a supported work model.

*  The state should adopt a modified version of Governer Doyle’s Trial Jobs Plus proposal.
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When Governor Tommy Thompson announced his Wisconsin Works (W-2) welfare reform proposal in late 1994,
he established a number of philosophical principles to serve as a framework for the new program. Among them were
the following:

«  For those who can work, only work should pay.
+  Everyone is able to work——or at least is able to contribute to society through work activity within one’s abilities.
o Pride in work and self-sufficiency must be emphalsizedAI

These principles stressed the obligation of clients to work—with the state and for themselves, in order to
improve their situation—rather than simply stipulating that the state would support its poor. The original principles
did contain one mention of the state’s obligation to provide services, but even that was telling: “The new system
should provide only as much service as an eligible person asks for or needs.” This was known as the “light touch”
philosophy, which encouraged provision of the minimum required complement of services, not the maximum possi-
ble one.

When Jim Doyle became governor in 2003, his Department of Workforce Development made changes to the W-2
principles. The new principles are dramatically different from those of Governor Thompson. Nowhere, for example, do
the new principles cite the obligation of W-2 participants to seek, find, and keep employment. Furthermore, the revised
principles strongly emphasize the services available to program participants. For example:

«  Each W-2 agency shall explain the full spectrum of employment, education, and training and supportive ser-
vices available to assist individuals and families to transition into the workforce.

e  W-2 agencies will assist families with multiple barriers to employment, ensure that all participants have
equal access to the full spectrum of resources, and avoid arbitrary and inappropriate sanctions.

«  All programs and services shall be rendered in a fair and just manner, including adverse actions such as
denials and sanctions, and participants will be informed of their appeal rights.

These revised principles place less emphasis on the obligation of clients to work, and more on the obligation of
the state and W-2 agencies to provide clients with a “full spectrum” of services.

Among the available services under W-2 are education and training. These may include basic training in math,
reading, and writing; GED preparation; English as a Second Language (ESL); high school coursework; and occupa-
tional skills training. All such activities are intended to develop the W-2 client’s “human capital,” that is, the knowl-
edge, skills, and abilities that make him or her attractive to an employer.

Ultimately, decisions about which clients will participate in education and training are determined between the
clients themselves and their case managers. Consistent with the new W-2 principles, though, the state has provided
some strong guidance on this point. Included in the 2003 Wisconsin state budget was the following language:

A Wisconsin Works agency shall conduct an educational needs assessment of each individual who applies for
a Wisconsin Works employment position. If the individual and the Wisconsin Works agency delermine that
the individual needs, or would benefit from, education or lraining activities . . . the Wisconsin W()rk§ agency
shall include education or training aclivities in any employability plan developed for the individual.”

In keeping with this policy, the state has encouraged W-2 agencies to place any client lacking a diploma or GED
into one or more education activities: literacy and numeracy skills, GED preparation, ESL, and high school comple-
tion. (Some W-2 agencies have interpreted this policy more broadly, assigning even individuals who do have a GED
to a high school completion track.) In addition, individuals who have a diploma may be assigned to more advanced,
job-specific vocational training programs, such as specialized manufacturing. home health care, computer mainte-
nance, automotive repair, or culinary arts.

The result of this emphasis on human capital development is that overall, about 60 percent of the W-2 caseload
is engaged in some sort of education or training activity.” Among the subset of clients who lack a diploma or equiv-
alency, or who have a diploma but still lack basic skills—these groups together constitute a small majority of the
caseload—the number involved in education and training exceeds 90 percent."

The financial commitment required for these activities is a significant one. During federal fiscal year 2003, the
most recent one for which data are available, the state spent $8.5 million in federal funds and $1.6 million in state
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funds on education and training programs for W-2 clients.” Through the federal Welfare-to-Work grant program



administered by the Department of Labor, Wisconsin also spent a combined $37 million in state and federal funds
between 1998 and 2004 on supportive services for W-2 clients and non-custodial parents of children on W-2.° Those
services included education and [raining.7 Finally, Wisconsin has devoted millions of state and federal dollars to the
One-Stop Job Center system, which also provides services to families on welfare (among other groups).

This commitment to education and training has greater implications for some W-2 clients than others. Some indi-
viduals come to the program already employed and in need of only supportive services—child care or transportation
assistance, for example. Others are unemployed when they enroll in W-2, but have sufficient work experience or
skills to find employment quickly. Education and training programs are available to these two groups if they wish to
participate in them, but participation is largely discretionary on the client’s part.

This does not hold, however, for clients who enter the program unprepared to move directly into the workforce.
These clients constitute a majority of the W-2 caseload at any given moment (about 60 percent at present). Education
and training are usually integral parts of their assigned activities.

At present, about half of these individuals will be placed in the Community Service Job (CSJ) tier of W-2. In this
tier, clients can be assigned up to 30 hours’ worth of unpaid work per week in a government office or a non-profit, and
an additional 10 hours of education and training. The other half of the cases are placed in a component known as W-
2 Transitions. This is reserved for individuals with severe barriers to work. These individuals can be assigned up to 28
hours’ worth of work-related or rehabilitation hours per week, and an additional 12 hours’ worth of education and train-
ing activities.

W-2 clients are compelled to participate in their assigned activities through a process known as sanctioning. For
every hour of assigned activities that a W-2 client fails to attend, he or she is docked $5.15 (an amount equal to the
federal minimum wage). For participants who refuse to participate in assigned activities at all, their cases can be
closed and payment of benefits completely stopped. Thus, W-2 clients have a strong incentive to participate in
assigned activities, including education and training.

* k%

The pages that follow contain an assessment of the wisdom of the state’s commitment to education and training
under the W-2 program. The discussion is informed in large part by visits to five W-2 agency offices—four in
Milwaukee, and one in rural Wisconsin—in the summer of 2004. During those visits, group and private discussions
were held with a total of 26 agency staff members. Those discussions addressed the basics of education and training
program administration under W-2, and staff members’ suggestions for improving the effectiveness of such pro-
grams.

This report also relies heavily on a review of the evaluation literature on the effectiveness of education and train-
ing activities for welfare participants. In addition, the report presents the results of a survey I conducted of
Milwaukee-area employers in industries that hire entry-level workers with relatively low education levels. Other sim-
ilar surveys are reviewed as well. Finally, the report includes a number of recommendations for ways in which the
State of Wisconsin can improve education and training activities under the Wisconsin Works program.

For those desiring a preview of the analysis that follows, the main conclusions are these:

* At present, the state is devoting large amounts of client time and taxpayer money to education and training
programs that are almost certainly ineffective; and

e If the state wishes to make W-2 education and training worthwhile, it will need to radically restructure its
thinking, its program administration, and the specific activities to which it refers clients.

These arguments are developed in the next section.

WHAT DOES EvALUGATION RESEARCH TrLL Us ABOUT EDUCATION AND TRAINING?

Welfare programs that place primary emphasis on education and training are known as “human capital develop-
ment” models, or HCD. In HCD programs case workers enroll almost all clients in education and training as a first
activity. Only after clients have completed education and training do they begin looking for employment.

Some welfare programs, however, do not include a significant education and training component. These pro-
grams are known as “labor force attachment” models, or LFA for short (also “work first™). In these programs, wel-
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fare case workers attempt to put clients into paid employment immediately, regardless of their previous levels of
employment, education, or training. The idea behind LFA programs is that an actual job is the best education and
training one can get. The sooner one can go to work, therefore, the better.

In recent years both of these program models have been subject to rigorous evaluation. The most experienced
evaluation agency in the field is the Manpower Demonstration Research Corporation (MDRC). MDRC was created
by the Ford Foundation in 1974 to help evaluate the spate of new social welfare initiatives launched by Lyndon
Johnson and Richard Nixon. It became heavily involved in evaluation of welfare reform programs in the 1980s.
MDRC"s work in this area is universally regarded as high quality, unbiased, and scientifically rigorous.

MDRC’s most recent study on the comparative costs and benefits of LFA versus HCD programs reached the fol-
lowing conclusion:

In side-by-side comparisons in the same sites, the LFA and HCD approaches’ five-year impacts on employ-
ment, earnings, months on welfare, and welfare payments were not the same, but the differences were gener-
ally not statistically significant—that is, it could not be confidently concluded that 1he differences in impacts
did not occur by chance. Where there were statistically significant differences between the effects of the two
types of programs, however—such differences were found for some early follow-up years and for some sub-
groups and outcomes —the LFA programs always came out ahead.

In layman’s terms, MDRC found that there was not much difference between the “work first” labor force attach-
ment programs and the “educate and train first” human capital development programs in terms of important program
outcomes. To the extent that there were differences, those differences favored the LFA programs. Thus, despite the
intuitive appeal of education and training programs for welfare clients, such activities appear not to work as well as
aggressive job placement in boosting client employment and earnings.

Effectiveness is only one criterion, however (albeit a highly important one). If the human capital development
approach were substantially less expensive to administer than the labor force attachment approach, one might be will-
ing to tolerate the HCD programs’ somewhat lower level of success. The MDRC study found, however, that the oppo-
site was true: “The HCD programs were 40 percent to 90 percent more expensive than the LFA programs that oper-
ated in the same sites.™

With that, the case might appear to be closed. If labor force attachment programs are at least as effective as
human capital development programs in producing the desired outcomes, but are substantially less expensive to oper-
ate, why provide any education and training opportunities at all?

Supporters of education and training argue that most of the programs evaluated by MDRC were “one size fits
all” in nature. In the human capital development programs, for example, virtually all clients were referred to some
sort of education or training component —regardless of their work-readiness, their employment history, their educa-
tion and training background, or their prospects for success in classroom- or on-the-job training.

Perhaps this, then, was the reason that education and training programs did not perform as well as the work-first
programs — poor targeting.m There is no inherent reason, after all, that a welfare program might not embrace both
HCD and LFA approaches. If a program could channel job-ready candidates into a job search component, and reserve
training only for those participants who clearly need it, such a program might validate the effectiveness of the HCD
approach.

In fact, “mixed” programs of this sort do exist, and MDRC has found some of them to be highly successful:

Most of the programs with the largest effects on eamings used a mix of job search and basic education as first

aclivities. People who appeared to be ready to work were required to look for work, but participants who

tacked basic skills were allowed 10 enroll in basic education. For the more disadvantaged groups, programs

with 1 mix of first activities were especially effective if they were also employment-focused, suggesting that

program administrators may want to build programs that have a mix of services.

Within the field of welfare reform, mixed programs have taken on the status of a Holy Grail, discovered at long

last. Ask any researcher or practitioner what works best for improving welfare clients” employment and earnings out-
comes, and the answer will inevitably come back: “A mixed approach.”

This ought to encourage supporters of W-2, which itself is a mixed program. The most work-ready clients—
those who have already secured part-time work but are looking for more hours; those with at least a diploma or GED:



those who are not pregnant; those who score well in formal assessments; and/or those who have a recent work his-
tory —are assigned to immediate job search, or perhaps a few weeks’ worth of orientation and work-readiness train-
ing, followed by job search. Less work-ready individuals are placed in one or more of a variety of education and
training activities, often coupled with unpaid work experience in a government office or non-profit, and limited job
search. This is a classic mixed approach.

Before contenting ourselves that this approach is sound, however, we must determine whether mixed programs
are more successful than uniform programs because they are mixed. If so, we can have confidence that W-2 is on the
right path. If not, W-2's emphasis on education and training may need to be revisited.

One cannot simply assume that mixed programs work best because they are mixed. For its part, MDRC cautions
that the mix of activities in these programs is not necessarily what makes them successful:
There has been no direct, rigorous comparison of a program with a mix of first aclivities with a program that
emphasized primarily job search or basic education. The success of the mixed programs could stem from other
factors such as the state of the economy or program location (most of the programs that used a mix of first
activities were in California, for example). ™
One reason that mixed approaches are so often advocated in the policy literature is that two mixed programs—
Riverside GAIN and Portland JOBS —produced exceptionally good outcomes (at least by the standards of social pol-
icy). Despite the old joke that “one is an anecdote, two are data,” one would like to see how other mixed programs
perform in comparison with the more uniform models.

MDRC’s research allows for such a comparison. In recent years, the company has released five publications
designed to sum up some of its most important findings from welfare program evaluations:

¢ Moving People from Welfare to Work (2002);

¢ Whar Works in Welfare Reform (2002);

*  How Effective are Different Welfare-to-Work Approaches? (2001);

¢ How Welfare and Work Policies Affect Employment and Income (2001); and

o Whar Works Best for Whom? Impacts of 20 Welfare-to-Work Programs by Subgroup (2000).

Between them, these five studies present evaluation results on 26 different programs. Six of these programs
involve earnings supplements or subsidies alongside other program features. They are, therefore, in a different class
than LFA, HCD, and mixed programs, and so will not be considered here. Of the remaining 20 programs, eight are
mixed models, five are labor force attachment models, and seven are human capital development models.

MDRC has published two-year earnings gains for program participants in each of these programs. By compar-
ing the earnings gains among the 20 programs, one can determine which kinds of programs had the largest earnings
impact.

Table 1 presents the relevant data.

The table indicates that mixed programs hold the top three spots, and five of the top eight.13 But labor force
attachment programs are also interspersed among the top eight, and round out the last two spots in the top 10.
Furthermore, three of the mixed programs also appear in the bottom half of the table; two of them, in fact, hold the
last two spots.

These data demonstrate that a mixed or balanced approach is not always more effective than a pure LFA model,
or even a pure HCD model."*

Where a mixed approach is effective, however, that effectiveness is argued to derive from better targeting of pro-
gram participants. This means that only individuals who truly need and can benefit from education and training will
be assigned to such activities. Those who are equipped to work right away are assigned to job search, rather than
spinning their wheels in education and training activities that will not improve their employment prospects signifi-
cantly. But those who lack the skills, attitude, or experience to find and succeed in a job are placed in education or
training. Only once they have completed those activities, and have improved their employment prospects thereby, do
they go out on the job market.

If this is the logic by which mixed programs succeed, it should be the case that individuals who need or want
meaningful education and training actually get them in mixed programs. That assumption does not hold up well,
though, when one looks at the data.
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Programs that involve significant education and training components, as mixed programs do, typically succeed
in increasing client participation in these activities. But they do not necessarily succeed in helping participants earn
education and training credentials. The table below presents education and training outcomes for participants who
began one of the five most effective mixed programs without a high school diploma or GED. The table indicates
whether or not each program had a statistically significant impact on the percentage of participants earning the spec-
ified credential, in com-
parison  with  similar
individuals who did not
participate in the pro-
gram. (Data are not
available for the Butte
program.  Associate’s
degree data are not
available for  the
Portland program.)

The table indicates
that in nine out of 11
cases, the mixed pro-
grams did nor have a sig-




nificant impact on the earning of an education or training credential for individuals who initially lacked a high school
diploma or GED.

Two caveats are in order here. First, the Portland program did produce an education and training success not cap-
tured in the table. In Portland, there was a statistically significant impact on program participants’ earning of two cre-
dentials together—a diploma/GED and a second training credential.

But even in cases such as this, in which welfare-to-work programs do have a measurable impact on the earning
of educational credentials, that impact is usually quite small. In the Alameda program, which was the only one with
a statistically significant impact on diploma/GED attainment, only nine percent of individuals who began the pro-
gram without a diploma or GED ended up earning the credential after three years.'8 Five years into the Portland pro-
gram, which was the only one to show a statistically significant impact on the earning of a trade license or certifi-
cate, only 12 percent of individuals who began the program with no diploma or GED had earned some kind of trade
credential." And though Portland also achieved a statistically significant impact on participants’ earning of two cre-
dentials—a diploma or GED combined with a second credential of some sort—only eight percent of Portland par-
ticipants who began the program without a diploma or GED achieved this outcome.~°

A second caveat to the table results is this: one could argue that the table neglects to capture a potentially impor-
tant education and training outcome—specifically, an increase in skills that does not result in a specific degree or cre-
dential. One could improve reading and writing skills, for example, but still not earn a GED or high school diploma.

MDRC has performed some analysis of this question with respect to both mixed programs (the six California
GAIN programs) and HCD programs (Atlanta HCD, Grand Rapids HCD, and Riverside HCD). With one excep-
tion—San Diego GAIN, one of the mixed programs— these programs did not Produce a statistically significant
impact on participants’ math or literacy skills at the two-year measurement point. : Furthermore, in some cases the
effect was in the wrong direction; that is, program participants showed worse results than similar individuals who
were not participating in the programs.

We can undertake one final piece of analysis to help determine whether education and training effectively
increase human capital, even if they do not result in a specific credential. At three different program sites—Atlanta,
Grand Rapids, and Riverside—MDRC arranged to have LFA and HCD programs run side-by-side, with clients
assigned to them at random. Relative to the LFA sites, individuals assigned to the HCD sites should have emerged
from the programs with upgraded skills. Upgraded skills, in turn, should have resulted in higher earnings.

Once again, the data fail
to support this argument. For
participants without a diplo-
ORI DU LR N S : Labor Force Attachment ~ Human Capital Developmen
their average annual earnings, _ (LFA)
measured over five years,
after participation in one of
the LFA or HCD programs. Grand Rapids $3.671

In each case, individuals
without a diploma or GED
who participated in an LFA
program were just as well off
after five years as those who
had participated in an HCD program. In other words, if there was any net payoff to the education and training com-
ponents of the HCD programs in Table 3, it does not show up here.”

Atlanta $3,037

So, are the successful mixed or balanced programs successful because they offer a 7mixed LFA/HCD approach?
Though the data are limited, such data as are available indicate that the answer is “no."**

To put that answer in more concrete terms, consider once more the Riverside GAIN program. Riverside, along

. . . . . 25 . .
with Portland. is often held up as evidence of the effectiveness of a mixed approach.™ So let us imagine that 2.000
low-income single parents in need of financial assistance are divided into two equal groups at random. One of these
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groups will participate in an exact replica of the Riverside program (the “Riverside group™), while the other will be
left to its own devices (the “control group™). The control group will be free to pursue any education or training oppor-
tunities it can find on its own, but any such efforts will be purely voluntary and self-initiated. Some (though not all)
members of the Riverside group, by contrast, will be required to participate in education and training activities, which
will be provided through the program. The rest of the Riverside group will participate in immediate job search.

Extrapolating from the results of the actual Riverside program, if one tracked both groups, one would find that
of the 1,000 members of the Riverside group, 207 had participated in an adult basic education or GED program over
the program’s first three years. In the control group, only 48 would have done so. Furthermore, 268 of the Riverside
group would have participated in vocational training or post-secondary education, compared with 286 of the control
group.

As far as earning education and training credentials, 40 of the Riverside group would have succeeded in getting
a GED or a high school diploma in the first three years. This compares with 35 among the control group. Ninety-
eight of the Riverside group members would have gotten a trade certificate, compared with 92 of the control group
members. And 32 of the Riverside group would have received an Associate’s or Bachelor’s degree, while 24 of the
control group would have done so.

Finally, 380 members of the Riverside group wguld have participated in job search during the first three years,
while 14 of the control group members would have.”

Table 4 summarizes all of this data, indicating the number of Riverside group members who completed various
program activities who would not have, had they been in the control group instead. The number in each row is cal-
culated by deducting the control group figures from the Riverside group figures in the narrative above.

Who Participated in Activity,
Less Number of Control Group Members.
 Who Participated in Activity

: Panicrpamginamnbasideducaumoreanpmgm-' : e 159
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_ Receiving a GED or high school diploma

_ Raceiving a trade certificate

: Hacemng an Associate's or Bachelor's dagnse
Participating in job search

Three things immediately stand out in this table.

First, a much higher number of Riverside group members participated in adult basic education or GED programs
than did control group members. As noted above, this is not uncommon; welfare programs often produce statistical-
ly significant increases in human capital program participation.

Second, the differences in actual educational attainment between the two groups—ecarning of a GED, for exam-
ple—are inconsequential. This illustrates again that increased participation in education and training programs may
not result in increased educational attainment.

Third, the differences in job search participation between the two groups are enormous—the Riverside group
engages in job search at a ratio of about 27:1 in comparison with the control group.

In light of these facts, common sense indicates that although Riverside was a mixed program, mandatory edu-
cation and training activities had little to do with its success (note again the trivial educational attainment differen-
. e . ]
tial), and mandatory job search had a great deal to do with it.

This further illustrates the need to abandon the presumption that mixed programs work because they are mixed,
that is, because they include education and training components. Even programs that target their human capital devel-
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opment services on individuals who need them most—and only on those individuals—may produce little or no gain
from education and training.

There are some who would selectively choose results from the foregoing discussion and conclude that education
and training for welfare recipients are a waste of time and money.28 A more measured conclusion would begin with
the stipulation that budgetary resources, welfare client time and patience, and taxpayer and policymaker support for
welfare programs are all limited. Working within these limits, a reasonable conclusion is that certain types of educa-
tion and training for the disadvantaged can, for certain clients, increase educational attainment, job placement rates,
and wages —though usually to only a small degree.

If that assessment seems unduly pessimistic and laden with caveats, it is also consistent with the best available
research. Consider, for example, the results of the National Supported Work Demonstration, among the most suc-
cessful education/training programs ever for long-term welfare recipients. At the end of that program, only 42 per-
cent of program participants were employed, and the average participant was earning only $9,876 per ycar ® And
again, these results are considered exemplary.

In addition to being a successful program, the National Supported Work Demonstration was also a very expen-
sive one, costing about $12,700 dollars per participant (in 2004 dollars).” The Riverside program, by contrast, was
also highly successful, but had a much more realistic price tag— about $4,500 per participant. M Its results, though,
tend to be fairly sobering for the uninitiated. At the begmnmg of the third year of program operations, only 31 per-
cent of Riverside program participants were employed Over the course of the third year, program participants’
average total earnings were only $4, 666." Around 15 percent of program participants earned $13,000 or more in the
third program year. The other 85 percent earned less than that.”

The same kinds of results hold in terms of educational attainment. The Grand Rapids HCD program, for exam-
ple, had strong results in terms of boosting participants’ degree receipt relative to a comparison group of non-partic-
ipants. Even so, only 22.5 percent of Grand Rapids program yarticipants who lacked a diploma or GED at the begin-
ning of the program had earned one at the end of five years. 3

For those who are inclined to see education and training as a silver bullet, or a magic wand that can be waved
over the heads of welfare families, transporting them magically to the suburbs and a middle-class existence, these
results puncture that illusion. One needs to be realistic about what education and training can do for welfare clients,
which is to produce very modest results for a small percentage of the caseload.

Understanding this, W-2’s administrators need to ensure that the activities in which they and program partici-
pants are investing time and money actually have a good chance of working. That is quite a challenge. It is not
uncommon for scholars to refer to the “black box™ of effective training programs—something is happening in these
programs that makes them successful, but one cannot be sure what that something is.

One thing researchers do know for sure, however, is that adult basic education, GED preparation, and high
school diploma completion—activities to which W-2 assigns almost all of its clients who enter the program without
a diploma—are, for the most part, ineffective. Consider some of the relevant research findings:

* [Tlhere are clear differences across the various training types that are very robust to model specification.
Four of the six training types are quite effective. Three of these training types—classroom skills training,
OIJT, and mixed classroom and workplace training—lead to similar increases in earnings that are well above
one thousand dollars per year, while subsidized work results in somewhat smaller, but still substantial,
increases. Training involving basic education, on the other hand, appears ineffective.” ( italics added)

+ [Blased on the prodigious findings pointing to the economic benefits of education for the general popula-
tion, there are strong reasons to expect positive em?ings impacts of education for welfare recipients.
However, little evidence to date supports this premise.”




10

» [Sltudies that have relied on objective outcome measures and that have controlled for the influence of ather
factors such as individual motivation have found inconsistent evidence of adult education programs” effects
on literacy skills and labor market outcomes. At best, these studies suggest the pog}séble impacts of adult edu-
calion programs, but they are unable to provide compelling evidence of impacts.’

«  Welfare-to-work programs that rely on adult basic education programs for the general population are unlike-
Iy to improve welfare recipients’ basic reading and math skills.”

+  Despite the prevalence of low basic skills among welfare recipients, basic education-focused programs in
the past have also failed to help recipients find higher-paying jobs than they would have on their own and
were not as consistently successful as job search in increasing employment rates and earnings.

And yet, despite this wealth of evidence, the State of Wisconsin continues to direct large numbers of W-2 clients
into these very programs. The recommendations section below will have much more to say about this.

If adult basic education and GED programs generally do not work for welfare clients, what does? Actually, there
are not many alternatives left. The primary ones are:

+  “work experience,” in which clients work off their grant—that is, work in exchange for their monthly W-2
check— in relatively low-level, unskilled positions;"’

+  vocational training, in which clients learn a specific skill or trade (usually in a classroom setting or in a com-
bined classroom/workplace setting); and

+  on-the-job training (OJT), in which clients learn a job by actually doing it in a real work setting.

Of these three types of training, the evaluation research has established that work experience— which is a part
of W-2, through the Community Service Jobs tier—has not succeeded in boosting clients’ occupation-specific skills,
or their employment and earnings prospects.“2 In many respects, this should not be surprising. Employers who spon-
sor work experience sites are under no obligation to do any mentoring, training, role modeling, or intensive supervi-
sion. A work experience assignment is temporary, so there is essentially no chance for advancement or steadily
increasing responsibilities. Furthermore, work experience sponsors often receive no compensation for taking on wel-
fare participants (aside from free labor), so any investment they make in skills training for participants comes out of
their bottom line. And as noted, such investments make little sense when the vast majority of participants will work
at the site for no more than a few weeks or months, never to be seen again.

As for vocational training and OJT, it is somewhat hard to generalize about their results because the relevant pro-
grams are so diverse. Even so, one can safely say that well-administered vocational and on-the-job training programs
can produce statistically significant increases in employment and earnings.

As for on-the-job training, W-2 does have it own version of this activity, known as a “trial job.” Under a trial
job, an employer hires a W-2 client into a regular employment position, and agrees to provide him or her with real
work experience and training. In exchange, the employer receives a subsidy from the state of $300 per month. The
hope is that this money will induce the employer to hire someone he or she might not otherwise hire. And the expec-
tation is that, having done so, he or she will keep the hire as a regular employee.

These hopes have gone largely unfulfilled since the inception of W-2. Exceedingly few employers have been
willing to hire clients off of welfare and into trial jobs at the subsidy rate of $300 per month. The most recent avail-
able W-2 data indicate, for example, that among the more than 14,500 current W-2 participants, fewer than 30 have
been assigned to trial jobs.*

In general, it is easier to talk about why training tends not to produce the desired results on a large scale than to
identify the reasons that it does work (when it does). Fortunately, the former exercise yields some insights into the
right ways to approach education and training; if we know some of the stumbling blocks, we can try to avoid them.

There are a number of reasons why education and training programs may fail to deliver the desired results:

« Individuals who are participating in education/training often find employment or otherwise drop out of the
program before they can earn a credential;




I

+  Training programs are sometimes taught “off the shelf.” rather than being designed to meet the special needs
of welfare participants and/or those with limited English proficiency;

*  Welfare clients sometimes lack the persistence, self-esteem, discipline, or academic skills necessary to suc-
cessfully complete a training program;

»  Training providers may not employ effective instructors, materials, and pedagogical methods; and

«  Welfare clients, particularly older adults, may not see the connection between participating in training activ-
ities and achieving economic self-sufficiency, which is their top prlonty.4

For these and other reasons, most individuals lacking a diploma or GED will never earn a credential under W-2.
Of individuals who enter the program without a diploma or equivalent credential, the state expects only 66 percent to
participate in W-2 education and training. And of that 66 percent the state expects only 45 percent to earn a degree or
diploma, or show a meaningful gain in literacy or numeracy ® On the basis of simple mathematics, then, one can see
that the state’s expectation is that only 30 percent (.66*.45) of individuals lacking a diploma or equivalent credential
will end up earning one or showing a gain in basic skills. s

One final reason that education and training programs may fail to produce the desired results is that employers
often do not value the skills that such programs teach. This is especially true of adult education programs. These pro-
grams often serve the interests and follow the models of professional trainers and educators, rather than being devel-
oped with an eye to employer expectations and needs. Specifically, the desired endpoint of most adult education is
an academic credential or some indicator of increased academic skills. The desired endpoint for employers, though,
is a command of English and math that can be used to communicate and solve numerical problems in the workplace.
In other words, rather than general literacy and numeracy, employers are looking for vocational literacy and numer-
acy. Unfortunately, this is not what most adult education provides.

All of this is true of the credential most readily accessible to welfare clients—the GED. This may be one rea-
son that, up until a few years ago, the research consensus was that a GED had little effect on the wages of individu-
als who held the credential.*’ The problem was believed to be that:

While the GED process (beginning with the decision to take the test and ending with the GED credential) cer-
tifies basic cognitive skills, it usually does not generate them. Nor does it generate or certify non-cognitive
human capital, such as good work habits, perseverance, and the ability to function well in organizations.

Newer research, though, indicates that the GED may have value on the job market—but only for the least skilled
individuals.” The skills and smarts that enable most people to earn a GED make them appealing to employers, with
or without a credential. That is why higher-skilled individuals do not benefit from earning the GED. Lower-skilled
individuals, though, have to genuinely upgrade their skills in order to earn a GED. Employers recognize this, and
therefore value the credential among low-skilled drop-outs who are able to earn it.

If this research is correct, it leaves three difficult questions for policymakers and program administrators:
1.  How low must a welfare client’s skills be in order for a GED to serve as a valuable credential?

As yet, there is no consensus on this question in the academic literature.
2. What proportion of the existing welfare caseload falls into the “low skills” category?

Obviously, one cannot answer this question without first answering the question about how one defines “low
skills.”™ But studies by the Educational Testing Service and the Center for Law and Social Policy at lcast give
a sense of the boundaries: between one-third and two-thirds of the current caseload have low skills.™

3. What proportion of low-skilled welfare clients can be expected to complete a GED in a reasonable amount
of time—say, six to nine months?

Again, the data do not exist to answer this question. About the most one can say is that in recent years,

roughly 70 percent of individuals who have taken the GED have passed the exams and received their cre-
. 53

dential.

These three questions suggest one more unanswered question: with so much uncertainty surrounding the value
of the GED, why are the State of Wisconsin and W-2 agencies so committed to education and training leading to this
credential?



The preceding pages have covered a great deal of material. Some review of the main points is in order here:

«  Labor Force Attachment (LFA) programs generally perform as well as, and in some cases better than,
Human Capital Development (HCD) programs in terms of employment and earnings outcomes.

+  Some of the top-performing welfare programs follow a model that mixes LFA and HCD approaches. (W-2
itself is a mixed model.) But these programs’ mixed approach appears not to be the reason for their success.

«  Even highly successful welfare programs produce fairly unimpressive earnings, employment, and educa-
tional gains, and do so for only a minority of the caseload.

»  Adult education is generally ineffective in improving employment and earnings outcomes for welfare
clients.

+  Vocational training and on-the-job training can be effective in helping build skills and boost earnings, but
these kinds of training are inaccessible to most W-2 clients.

Until recently, the consensus of economic research was that the GED was of negligible value to entry-level
job-seekers.

«  The most recent research on GED acquisition suggests that the credential does have economic benefits, but
only for dropouts with very low skills. Insufficient knowledge exists at present, however, to draw policy
guidance from this finding.

While these conclusions may seem grim, the next section—which discusses employers’ thoughts on the skills
they look for when making entry-level hires—contains better news.

WiHAT DO EMPLOYERS SAY ABOUT SKILL REQUIREMENTS FOR ENTRY-LEVEL POSITIONS?

As part of this study, I conducted a written survey of Milwaukee-area employers whose businesses are in indus-
tries with relatively high proportions of non-college-educated employees. In all, 145 employers responded to the sur-
vey. Their responses are presented below. The methodology for the survey is described in Appendix B.

The first question in the survey was designed to determine the value employers place on various job-preparation
activities that welfare recipients might undertake. The question read as follows:

Less experienced, entry-level job seekers may undertake a variety of activities to increase their employability.
Below, please check the response that best describes the value to you, as an employer, of each of the listed job
preparation activities.

The survey instrument then provided a list of six specific activities and asked employers to rate them as “very
valuable,” “somewhat valuable,” or “not very valuable.” The results are listed in Table 5.

The responses in the table suggest four “tiers” of activities that employers value in terms of job preparation. In
the first tier, indicating the greatest value to employers, are basic skills training and soft skills training. The next tier
consists of life skills training and a diploma or GED. The third tier consists of job skills training. The final tier, a dis-
tant fourth, consists of Community Service Job experience.

The next question in the survey provided employers with a set of three scenarios in which they had to choose
between two hypothetical job applicants. This question was intended to give a sense of the comparative value that
employers place on different applicant qualifications. The basic question read as foliows:

Imagine that you MUST hire one of two applicants, A or B, for an entry-level position in your company. In
each situation below, please indicate whether you would be more likely to hire Applicant A or Applicant B.

The questionnaire then presented the following three scenarios, about which employers were asked, ““Would you
be more likely to hire Applicant A or Applicant B?”

«  Applicant A has a high school diploma or GED, but no work experience.

«  Applicant B has community service job experience, but no high school diploma or GED.
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Basic skills training

Job skills training relevant to yotr
business or industry

Training in “soft skills,” such as courtesy,
punctuality, professional appearance,

and good inter-personal communi

Training in “life skills,” such as locating
reliable child care and transportation,
balancing work and family responsibi

and problem-solving (e.g., what to do whein
a child becomes sick on a work day)

- Working at a community service job,
which is an unpaid position with a government
agency or a non-profit. These positions have
a fixed schedule and normal work responsibilities:
They are intended to help less experies job

~ Note: percentages may not add fo 100 dus to rounding.
; 'Mmpw'mmmmm;

* Applicant A has job skills training relevant to your business or industry, but no high school diploma or
GED.

+  Applicant B has a high school diploma or GED, but no job skills training relevant to your business or industry.

» Applicant A has community service job experience, but no job skills training relevant to your business or
industry.

« Applicant B has job skills training relevant to your business or industry, but no work experience.
The responses to this question are presented in Table 6.

In the first scenario, other things being equal, employers strongly preferred an applicant with a diploma or GED
but no work experience to an applicant with Community Service Job experience but no diploma or GED.

In the second scenario, employers even more strongly preferred an applicant with job skills training but no diplo-
ma or GED to an applicant with a diploma or GED but no job skills training.

In the final scenario, employers overwhelmingly preferred an applicant with job skills training but no work expe-
rience to an applicant with Community Service Job experience but no relevant job skills.

The final survey question presented the employer with a list of skills or qualities that might describe an entry-
level job candidate, and then asked him or her to select the three that he or she would consider most important in
evaluating that candidate. The list of items was as follows:

» Community service job experience
e Positive attitude about the job

¢ Good “life skills”

«  Strong work ethic

«  High school diploma or GED

+  Reliability/dependability
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* Applicant A has job shils training
relevant 1o your business or indhust
but no high school diploma or GED.

«  Basic skills in math, reading, and writing

*  Good “soft skills”

«  Job skills relevant to your business or industry
The survey question read as follows:

From the list below, please select the three items that you would consider most important when evaluating an

entry-level job candidate. (Though many of the items may be important to you, we are looking for your
THREE most important items only.)

Table 7 presents employers’ responses to this question.

kil or Quatity :

Community service job experience
Positive attitude about the job
Good “ife skills”

Strong work ethic

High school diploma
Reliability/dependability

Again, the responses to this question fall into a number of different tiers. “Strong work ethic” and “reliabili-
ty/dependability” constitute the first tier. “Job skills” is alone as a second tier. “Basic skills” and “positive attitude”
form a third ter. “Diploma/GED™ and “soft skills” form a fourth tier. “Life skills™ and “community service job expe-
rience” form a fifth and final tier.



15

The results from these three survey questions suggest several important conclusions relevant to the structure of
education and training under W-2.

First, a diploma or GED is not particularly important to Milwaukee-area employers. This fact is evident in
responses to all three questions. The idea that a diploma or GED is a requirement for entry-level jobs in the
Milwaukee area is clearly not borne out by the survey data.

Second, the first and third questions indicate that the most valuable skills to employers are not job-specific ones,
but general “employability skills” —soft skills, a strong work ethic, a positive attitude, and reliability and depend-
ability. Basic literacy and numeracy skills are also important, as are job-specific skills, but they rank lower than the
more general employability skills.

Finally, the first and third questions indicate that employers place extremely little value on Community Service
Job experience, which is a major activity under W-2. Given this, it is noteworthy that in the second question, 39 per-
cent of employers still say that they would prefer to hire someone with community service experience and no diplo-
ma, to someone with a diploma and no work experience. This demonstrates again the relatively low importance that
Milwaukee-area employers attach to a diploma or GED.

The obvious good news in these results is that the most difficult credentials for welfare recipients to acquire
through W-2—a diploma, GED, or training certificate relevant to specific industries—are not at the top of employ-
ers’ wish list. What is at the top of their list is qualities that do not require a credential, qualities that would make
someone a good employee in any position at any level in any industry.

These results have been confirmed time and time again in similar surveys conducted by other researchers.
Consider, for example, this excerpt from a research report by the Welfare to Work Partnership, a business organiza-
tion committed to the hiring, retention, and advancement of current or former welfare recipients:

[E]mployers can overlook certain perceived deficits common among those struggling to leave the welfare
rolls, but other barriers are harder to ignore. Although Partnership companies often do see a lack of education,
Job skills, or work history among new applicants, they are confident they can train an employee to perform
the job. However, 40 percent of Partnership employers say they frequently encounter problems among their
welfare to work applicants with so-called ‘soft’ or interpersonal skills— things like punctuality, appropriate
dress, and common courtesy. And more than half (53 percent) of our businesses are reluctant to hire such a
candidate for fear they will be unable to solve these problems alone.

This same basic result has been replicated again and again, both nationally and in the Milwaukee area: low edu-
cation levels and lack of job-specific skills are much less an obstacle to employmcnt than general employability
skills. It is not an overstatement to declare the evidence on this point overwhelming.’ %

Employer hiring practices give an added sense of the relatively relaxed requirements for formal education and
training credentials. One survey of Milwaukee-area employers found that only 24 percent required a d1ploma or GED
when hiring for entry-level positions, and only 13 percent required “industry specific trade skills.” %A separate sur-
vey of Wisconsin employers found that, with reference to their most recent entry-level hire, around 30 percent said
that a diploma had been “mildly preferred” or “not at all necessary.” More than 60 percent described previous train-
ing or a vocational skill certification in the same terms.” A third survey of Milwaukee-area employers found that 40
percent had entry-level positions in their companies with no education or experience requirements. % The same sur-
vey found that among Mllwaukee employers who had recently hired welfare recipients, 43 percent of those hires did
not have a high school diploma ’ And a survey of Wisconsin employers conducted by the Department of Workforce
development determined that a diploma or GED was a requirement of between 45 percent and 65 percent of employ-
ers, and that job-specific skills were required by no more than one-third of famployers.60

One needs to exercise some caution in interpreting these survey results, as many of the surveys were conducted
during times of very tight labor markets. Still, the general thrust of the surveys, and of the one conducted for this pro-
ject. is that the lack of education, a training credential, or job-specific skills generally do constitute bars to entry for
many, many job seekers. This substantially reduces the pressure on the W-2 program to do what the evaluation
research indicates is next to impossible—equip large numbers of welfare clients with educational or vocational train-
ing credentials, or specific job skills, that employers value.
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HoWw SHOULD THE W-2 PROGRAM APPROACH EDUCATION AND TRAINING ACTIVITIES GOING FORWARD?

Based on the findings in the previous pages, this section of the report presents two sets of recommendations. The
first set, the “primary recommendations,” require relatively little in the way of new resource commitments or politi-
cal capital. These recommendations should be fairly easy to implement. The second set, the “secondary recommen-
dations,” are more resource intensive and/or more politically controversial, and therefore will be more difficult to
implement. They are not secondary in importance, but secondary in terms of their political practicality.

The first recommendation is that W-2 administrators and agencies stop doing the most obvious thing they are
doing wrong:
+  The W-2 program should dramatically scale back the percentage of individuals it assigns to basic
skills training, GED preparation, and high scheol diploma completion.

The current approach in Wisconsin—assigning virtually all individuals lacking a diploma to some kind of adult
education activity —is worse than mere folly. It is potentially harmful to the very clients that the state and W-2 agen-
cies are trying to help. Every day that a W-2 client spends in an adult education program—which will likely lead
nowhere—is a day counted against the five-year lifetime limit allowed to families for participation in W-2. And
hours that a W-2 client spends in a likely futile effort to earn a GED are hours that he or she could be working, gain-
ing experience, and possibly leaming skills on the job. .

There is no empirical support whatsoever—in either program evaluations or employer surveys, or in the state’s
own performance standards, which assume only a 30 percent completion rate for education and training programs6
—for W-2’s current approach to adult education. In fact, all of the evidence points in the other direction: a policy that
assigns more than 90 percent of individuals lacking a diploma or GED to adult education is a policy that will fail
most of them.

The state, and W-2 participants, would be much better off if somewhere around 15 to 20 percent—and certain-
ly no more than 25 percent—of individuals without a diploma or GED were assigned to adult education. % How
should that 15 to 20 percent be chosen? Case managers must try to identify the 15 or 20 out of every 100 non-cre-
dentialed W-2 clients who have a reasonable chance of earning their GED. This would mean screening for individu-
als who are highly likely to complete the credential in a limited amount of time—say six to nine months®— and who
are likely to see economic benefits from it. These would be individuals who have the ability to complete their pre-
GED and GED coursework and pass the required tests, who want to do so, who are willing to defer employment until
they have earned their credential, and whose skill levels are low enough that a GED would be a meaningful addition
to their job qualifications.

If the state and W-2 agencies were to follow this approach, they could also adopt one of the strategies used to
apparently good effect in the Portland program. There, clients were encouraged not to take the first job offer that
came along. Instead, they were advised to hold out for a full-time job that paid above the minimum wage, that offered
benefits, and that had opportunities for advancement. Under W-2, this approach could be replicated with a three- to
nine-month job search schedule, during which time GED course work and Community Service Job activities would
also be completed.@"

Such an approach is not even worth considering, however, unless the state and W-2 agencies act on two other
recommendations. These recommendations hold not just for adult education activities, but for vocational and on-the-
job training as well:

»  No education or training activity should be available through a W-2 agency unless local employers or
employer associations have either participated in its creation or affirmed that it is indeed a valuable
activity.

» To the fullest extent possible, education and training activities should be put on a pay-for-perfor-
mance basis—for both providers and participants.

The world of education and training is replete with stories of failure. Training programs for out-of-school youth.
for example, are notorious for their ineffectiveness. This has not stopped state and federal governments. however,
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from spending billions of dollars and millions of man-hours on such programs, with no realistic hope that they will
succeed. This is a classic case of soft hearts prevailing over hard heads.

Now that welfare comes with a five-year lifetime limit, W-2 clients cannot afford to spend any time in programs
of questionable effectiveness. Accordingly, unless local employers have affirmed that a particular education or train-
ing activity offered by W-2 agencies will help produce more employable clients, the agency should not offer that
activity. A simple way of securing this affirmation is by including employers in the process of creating human capi-
tal development programs, and soliciting their input on the kinds of clients who are the best candidates for those pro-
grams. Failing that, employer focus groups and surveys can provide the necessary information.

If either of these approaches should prove too logistically difficult, expensive, or time-consuming, then W-2
agencies can rely on a back-up rule: No education or training activity should be available through a W-2 agency
unless that activity has been rigorously studied in another setting and proven to be effective for the welfare popula-
tion, or for certain sub-groups within that population.

The second recommendation in the pair above suggests a pay-for-performance standard for education and train-
ing providers and participants. Providers of GED prep courses typically are paid on a per-student basis—the more
students they enroll in their classes, the more money they make. Whether all the students ultimately receive their
GED or none do, the providers receive the same amount of money.

Education and training providers should be offered a new deal—they will get paid for outcomes, rather than
inputs. In the case of the GED course provider, for example, he or she would receive payment only for individuals
who actually received their GED within a fixed time frame. There would be no compensation to the provider for indi-
viduals who sat through part or all of the GED course but never passed the test. (Or the compensation could be dra-
matically reduced, or it could be paid in installments, only as clients achieved certain milestones. Obviously, there
are nearly limitless possibilities for structuring such an arrangement.)

The likely response to this from training providers is as follows: “That’s not fair. We can’t control who is going
to complete the coursework, let alone pass the test. We can do our best with a particular participant, put in extra time
with them, give them the best service possible, and they still may fail.”

All of that is true. Under a pay-for-performance system, therefore, education and training providers would have
the ability to refuse to enroll individuals they deemed likely to fail. Only the best prospects, therefore, would be
enrolled. The likely washouts would not waste any of their W-2 clock on activities for which they were ill-suited.

If, under this scenario, training providers still balked at offering services, this would be a good indication that
such services show little promise of success in the first place.

If the state and W-2 agencies are unwilling to go so far as to put providers on a pay-for-performance basis,
provider results at least should be made public on a regular basis. For example, the state and W-2 agencies could reg-
ularly publish the results of individual training providers in terms of: a) percentage of W-2 clients referred to each
provider who eventually receive a training credential; and b) the percentage of clients credentialed through each
provider who eventually receive a job offer in the relevant field. This would create an important source of non-finan-
cial pressure on education and training providers to perform. In the Milwaukee area, too, it would serve as a signal
to the multiple W-2 agencies as to which providers were worth their clients’ time, and which were not.

Pay-for-performance should also apply to W-2 clients themselves. That is already the case in one respect—
clients are sanctioned when they fail to engage in activities that are part of their employability plan. But clients should
also be rewarded when, for example, they successfully eam their GED or a vocational training certificate. A $500 or
$1000 cash bonus for successful completion of a credential would provide a healthy incentive.

A fourth recommendation is related to the finding that employers value general employability more highly than
educational credentials or job-specific skills:

«  The state and W-2 agencies need to develop systematic knowledge on how Wisconsin employers size
up job applicants’ general employability. A training curriculum should then be built around that
process.

It stands to reason that if employers are looking for individuals with general “employability skills” — positive
attitude, work ethic, reliability, good interpersonal communication, etc.—they have some means of assessing those
skills in the application/interview process. W-2 agencies undoubtedly have some anecdotal knowledge of what those
means are. Many agencies also have “soft skills,” “life skills,” and “work preparedness” training modules to address
the necessary competencies.
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What they need, however, is a much more systematic understanding of how employers determine whether job
applicants have the intangible skills that they consider so important. With that understanding, agencies could adopt
an employability skills training curriculum based on the most common screens used by employers.

Consider, for example, this exchange between a researcher and a manager in a retail sales environment. The posi-
tion under discussion is a cashier:

Researcher:  Out of all those things {criteria for hiring a cashier), if you had to narrow it down to one impor-
tant thing that you look for, what would you say that is?

Manager: The smile on that individual’s face. An individual that’s friendly and canyinsg a smile, you can
deal with them. In this business you don't have to be real smart starting off.®

This is a fairly easy case, making for simple training: “Whatever else you do during the interview, be sure you
SMILE. Now let's practice. . . But consider a more complicated example:

Researcher:  What kinds of skills and qualities do you look for?

Manager: We look for someone who basically has their personal life together. You have to have somebody
that you can rely on, who will get to work every day, call in when they’re not going to show up,
not come in drunk or having stayed up all night and not been to bed so that they could hurt them-
selves here, or stuff like that. As I say, their personal lives have to be stable to the point where
they can maintain a constant effort to make it to work. We call it “making it to work.”%

How do employers size up a job applicant to determine whether he or she will “make it to work”? Perhaps they
look for a lengthy employment history with a single company. Or perhaps they look for applicants who are married,
or have children, or own a home and have a mortgage to pay, or have lived in the same neighborhood for years.
Perhaps they look for churchgoing applicants, or individuals who attended certain schools, or (regrettably) individu-
als of certain racial or ethnic backgrounds. Perhaps they look to non-verbal cues, such as a firm handshake and sus-
tained eye contact. Perhaps they look for what appears to be reliable transportation. Perhaps they look for an answer
to the standard “tell me about yourself” question that indicates dependability.

All of these are possibilities. Employers, of course, are not permitted by law to ask about many of these things.
Furthermore, there are many over which the job applicant has no control (race, for example). But there are also many
cases in which the applicant can structure his behavior and responses in an application/interview session so as to give
the employer the cue he or she is looking for.

For example, in response to the “tell me about yourself” question, the applicant could begin by saying, “Well,
my wife and I got married right out of high school, and we’ve lived in a house in this neighborhood for the past 15
years.” In one sentence, the applicant has conveyed that he:

* is married,

+  has been married for many years,

* owns a home,

+ lives near the employer, and

» has lived in the same location for a long time.

All of this may indicate a degree of stability and personal commitment that the employer is looking for.

The academic literature on how employers screen for such qualities is not well developed. Again, therefore, the
State of Wisconsin, acting in cooperation with W-2 agencies, needs to invest some effort into: a) learning about the
signals employers look for as indicators of the employability skills they desire, and b) developing a curriculum that
will teach W-2 clients how to master those signals.

This should not be done at the expense of development of actual employability skills, but as a supplement to
them. Obviously, W-2 clients must master basic workplace skills or be at serious risk of failure. It will do job-seek-
ers little good to master such skills, however, and be unable to communicate that mastery during the application
process. Thus, W-2 clients need to learn the requisite skills, but also learn how employers screen for them. Sufficient
knowledge exists on the former point already. But much more needs to be developed on the latter. The state has the
resources to develop that knowledge, through the university system or private sector think tanks.
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What steps, if any, the state chooses to take beyond the ones already suggested depends on its basic philosophy
toward the purposes of education and training. If the state has been emphasizing education and training because it
believes that most welfare clients cannot find a job without it, that belief is clearly mistaken. But if the state feels an
obligation to try to enhance the human capital of W-2 participants, even those who are currently employable, there
are a few additional things it should be doing differently: v

*  The W-2 program should emphasize education and training for the most job-ready individuals, rather

than the least.

In recent years, W-2 has been pursuing the opposite strategy— focusing its education and training efforts pri-
marily on individuals without a high school diploma. The Educational Testing Service has estimated, however, that
the least-skilled welfare recipients could require as much as 900 hours’ worth of education and training to boost their
annual incomes by $5,000 per year. For the most-skilled welfare recipients, on the other hand, 200 hours’ worth of
education and training could increase incomes by $10,000 per year, and move these families into the middle class.”

While these earnings estimates appear to be on the extremely optimistic side, they still illustrate an important
point: targeting education and training resources on welfare clients who are already well-equipped for work can have
a much larger impact than targeting resources on the least job-ready. Though this conclusion may be counter-intuitive,
it does make sense. The least well prepared welfare clients tend to be so poorly prepared, even large infusions of
resources produce relatively little net benefit. The best-prepared, on the other hand, may be close enough to a highly
desirable skill set that a small investment can reap large rewards.

This approach, while sensible, still leaves the problem of those welfare recipients least prepared for work. A 900-
hour investment in education and training is almost certainly out of the question—primarily in terms of the time
commitment required, but also in terms of fairness to working Wisconsin families footing the bill for W-2. What,
then, can we do for the particularly hard-to-serve clients? The state should consider adopting three additional rec-
ommendations:

»  The State of Wisconsin and W-2 agencies should create “bridge training’’ programs to help individuals
qualify for vocational training.

As noted above, most W-2 clients cannot qualify for existing vocational training programs because they lack a
high school diploma and/or the necessary TABE (Test of Adult Basic Education) scores. Bridge training seeks to
address this problem, not by helping clients earn a diploma or boosting their TABE performance, but by helping them
master a specific set of skills required to succeed in vocational training modules.

Following are two brief examples of bridge training programs that have been adopted with some measure of success:

Chicago Commons Employment Training Center’s bridge training prepares women with third- to sixth-grade
skills to enter programs in auto mechanics, woodworking, skilled industrial trades, and health care. The bridge
training for manufacturing, for example, includes job-specific skills, such as blueprint reading, as well as more
general workplace skills, such as reading, writing, and math. Bridge training can also help people gain access
to employer-provided in-house training. Steps to Success offers Steptronics, six weeks of bridge training that
prepares people to enter employer-sponsored training in the semi-conductor industry and other electronics
manufacturing.

Obviously, training providers and employers must be prepared to accept a bridge training credential as a substi-
tute for a diploma and/or strong TABE scores. Furthermore, bridge training programs tend to require extensive coun-
seling, supportive services, encouragement, and follow-up to ensure that participants do not become overwhelmed
by the requirements of the training program and drop out. Inevitably, some of the least-skilled and least work-ready
clients wil{ drop out. Determining who are the best candidates for bridge training will involve some trial and error.

An alternative to bridge training is for the state to build a capacity for vocational training programs with lower
entry requirements. The Center for Employment and Training (CET), based in San Jose, California, pioneered this
approach and has replicated it in various sites nationwide.

CET allows adults and out-of-school youth to train for a variety of skill positions at their own pace, and regard-
less of their educational background. The Center’s “contextual learning model™ combines vocational instruction and
basic skills education. Traditional supportive services—child care, counseling, alcohol and drug treatment, etc.—are
also available to participants.
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A unique aspect of CET's approach is that it places students in a hands-on, simulated workplace environment
where they spend 35 hours per week. The majority of students’ time involves learning by doing, rather than listening
to lectures or doing pen-and-paper exercises. Both students and teachers treat training as if it were a job—with time
cards, appropriate dress, and supervisor-subordinate relationships.

CET’s training has been rigorously evaluated and has been shown to produce impressive, sustained earnings and
employment gains. The Center itself claims that its most recent group of graduates, from 2003/2004, earn an aver-
age of about $25.000 per year, including the value of benefits.”

As a second recommendation, the state should consider restructuring the Community Service Job (CSJ) compo-
nent of the W-2 program, at least for some clients:

+  Community Service Job assignments for the hardest-to-serve clients could be reorganized along the
lines of a supported work model.

The survey conducted for this report indicated that Milwaukee-area employers place very little value on the CSJ
component of W-2 as currently constituted. Furthermore, as noted above, evaluations of CSJ-type programs have
shown them to be ineffective in enhancing participants’ skills and employability.

This is not to denigrate the value of CSJ work experience. When the state adopted the CSJ approach under W-
2, it changed the basic contract between welfare recipients and the state. Under W-2, anyone who wanted assistance
from the state was expected to work. This requirement helped reinforce an important social norm.

If the state wishes to go beyond this, however, and use the CSJ to help boost W-2 clients’ human capital, it will
have to restructure the program along the lines of a supported work model. As noted above, this model has proved
very effective in improving employment and earnings outcomes for hard-to-serve clients, the ones likely to be
assigned to a CSJ in the first place.

In a supported work model, participants are expected to do real work, just as in a CSJ. As with a CSJ, too, the
work environment is somewhat more forgiving than in traditional competitive work. The length of the site assign-
ment is extended, however, from just a few months to a full year or more. Over the course of that time period, par-
ticipants receive close supervision, constant mentoring and coaching, abundant feedback, and peer support. Their
responsibilities are steadily increased, as is the stress of their work environment. Toward the end of the assignment,
participants are assisted with placement in a traditional work setting.

Obviously, this kind of approach is substantially more resource-intensive than a CSJ assignment. Specifically,
whereas W-2 agencies generall;/ pay nothing to the organizations that provide CSJ work slots, a supported work posi-
tion can cost $10,000 or more.” Cost considerations would probably limit the availability of a restructured CSJ pro-
gram to a relatively small subset of very hard-to-serve W-2 clients.

As a final recommendation,
e The state should adopt a modified version of Governor Doyle’s Trial Jobs Plus proposal.

In his current budget document, Governor Doyle has proposed a *“Trial Jobs Plus” tier in W-2 to replace the
largely ineffective existing Trial Jobs component. Under the latter, employers are paid $300 per month as an induce-
ment to hire welfare clients into regular, though temporary, wage-paying positions. Unfortunately, almost no employ-
ers have taken advantage of this program.

Under Governor Doyle’s proposal, the state would cover up to 100 percent of an employer’s costs for salary and
benefits required to hire a W-2 participant, for up to 30 hours per week at the minimum wage. The work assignments
would be expected to last in the range of six to nine months. After that, employers would commit to making a “good
faith effort” to hire trial job participants.

The Trial Jobs Plus proposal is very similar to what, in other contexts, has been called “on-the-job training.”
There are two reasons to support such an approach. First, it requires clients to do actual, real-world work. In that
respect it shares the most important virtue of a Community Service Job position. Second, unlike a CSJ, a trial jobs-
style approach has proven successful in boosting participant skills and earnings in some settings—keeping in mind
that “success” is a relative term when it comes to social policy. Thus, a revised Trial Jobs program could serve as an
important addition to W-2"s human capital development offerings.

The governor’s proposal could benefit, however, from a few changes.
First, it should be an expectation of any placement under Trial Jobs Plus that a participant will learn marketable
skills during the course of that placement. The specific skills to be learned. and the manner in which they will be

assessed, should be part of the agreement between the employer and the W-2 agency. Employers who fail to impart
the agreed-upon skills should be on the hook for reimbursement of part, or possibly all, of the state-provided subsidy.
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This is simply another version of the pay-for-performance proposal made above. A Trial Jobs Plus placement
should be seen as a contract between the state and the employer. The state provides the employer with a fully-subsi-
dized employment position. In exchange, the employer provides the Trial Jobs Plus participant with work experience
and a set of agreed-upon skills. To the extent that the employer does not uphold his or her part of the bargain, he or
she should be required to make partial or total reimbursement to the state. ’

Second, the state should consider adopting a market-based arrangement for payment of the employer subsidy.
Specitically, employers interested in participating in the program could be asked to bid on the amount of reimburse-
ment they require per placement. Employers would receive placements in order of their bid, from lowest bid to high-
est, assuming that they met other minimum qualifications. The state would have the right, of course, to reject all bids
if the subsidy amounts requested were too high.

Finally, the state should consider some financial incentive that would encourage employers to hire their Trial
Jobs Plus participants on a permanent basis. For example, employers who chose not to hire their participants at the
end of the trial period could be required by the state to reimburse part of the subsidy. Those who did hire their place-
ment, on the other hand, would owe the state nothing.

CONCLUSION

Compassion dictates that we help the poor. A belief in personal responsibility dictates that we help them not
through unrestricted handouts, but by providing avenues for them to improve their lot in life. Common sense and per-
sonal experience dictate that the best way to do this is through education and training.

Unfortunately, all of this compassion, common sense, and personal experience have produced the wrong answers
under W-2. The State of Wisconsin and W-2 agencies have pursued a much-too-ambitious education and training
agenda with respect to W-2 clients. Training programs—particularly ones constituted as the state’s now are —sim-
ply cannot produce the resuits that would justify the state’s commitment to them.

There is some argument to be made, in fact, for abandoning all but the most basic, short-term (i.e., one or two
week) work readiness initiatives. At present, there is no evaluation evidence establishing that mixed LFA/HCD pro-
grams are effective because they are mixed—and substantial evidence explicitly contradicting that thesis.
Furthermore, LFA programs have been shown to perform as well as, if not better than, HCD programs—even among
sub-groups who are supposed to benefit the most from education and training.

A reasonable reading of the evaluation research, however, is that education and training can work, although in
limited circumstances, with a very limited client population, and generally to modest degrees. Is that enough to jus-
tify a continued investment in education and training under W-2? Given the miserable economic circumstiig-of~4 "~
most families on welfare, I think so. In any event, the politics of the state are such that abandoning education and
training under W-2 is not an option.

But the state clearly needs to re-think some of its fundamental assumptions about human capital development.
Most important, it needs to end its commitment to adult education for the vast majority of clients currently enrolled
in such programs. It also needs to re-tool the administration of existing training to maximize the probability of suc-
cess, and create new education and training components to supplement existing ones. The specific changes are
described in the pages above.

Unfortunately, none of this can be done on the cheap. Families who end up on welfare usually do so as a last
resort. In the most difficult cases, welfare families have been plagued by many years” worth of bad choices, bad luck,
bad relationships, and a variety of personal, mental, and physical problems. It takes tremendous effort, initiative, and
creativity to move such families from the dead end of welfare into regular employment. That effort is required not
only of those trying to help, but of the families requesting help. And such efforts become all the more challenging
when resources are scarce and when the time to get the job done is limited by law.

Under W-2, the state has denied many of these realities and has spread itself thin, offering unproductive educa-
tion and training opportunities to a majority of the caseload. This has been an exercise in ineffective compassion.

The state now needs to rebuild its W-2 education and training capacity along the lines suggested in this report.
It then needs to make education and training available to as many W-2 clients as possible, but no more than can real-
istically be expected to succeed with the opportunity (undoubtedly a minority of the caseload). That would be the
beginning of real, effective compassion.
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APPENDIX A~ ORIGINAL AND REVISED PRINCIPLES GUIDING THE WISCONSIN WORKS PROGRAM

«  For those who can work, only work should pay.

«  W-2 assumes everyone is able to work or, if not, is at least capable of making a contribution to society
through work activity within their abilities.

+  Families are society's way of nurturing and protecting children, and all policies must be judged according
to how well they strengthen the responsibility of both parents to care for their children.

«  The benchmark for determining the new system's fairness is by comparison with low-income families who
work for a living, not by comparison with those receiving various government benefit packages.

«  There is no entitlement. The W-2 reward system is designed to reinforce behavior that leads to independence
and self-sufficiency.

+ Individuals are part of various communities of people and places. W-2 operates using methods that enhance
the way communities support individual efforts to achieve self-sufficiency.

»  The W-2 system provides only as much service as an eligible individual asks for or needs. Many individu-
als will do much better with just a light touch.

¢  W-2's objectives are best achieved by working with the most effective providers and by relying on market
and performance mechanisms.

»  Substantially all citizens want to be able to support their families, want to be economically self-sufficient
and want to be employable members of the workforce.

e W-2 shall be participant friendly. Each W-2 agency shall explain the full spectrum of employment, educa-
tion, and training and supportive services available to assist individuals and families to transition into the
workforce. When individuals and families are given adequate information about employment services, they
will make an informed choice about whether or not to pursue those services.

+ Individuals determined to be eligible for participation in W-2 are obligated to cooperate with their employ-
ability plans or face sanctions. W-2 agencies rendering the services are obliged to properly and carefully
assess each individual's specific needs in order to promote success in transitioning into the workforce.

«  Families are the foundation of society and are the vehicle through which children are nurtured and protect-
ed. W-2 programs and policies designed to assist participants in family formation will be evaluated in light
of how well they strengthen and promote healthy, nurturing, and economically secure families where both
parents are responsible.

s W-2 agencies will assist families with multiple barriers to employment, ensure that all participants have
equal access to the full spectrum of resources, and avoid arbitrary and inappropriate sanctions.

»  All programs and services shall be rendered in a fair and just manner, including adverse actions such as
denials and sanctions, and participants wiil be informed of their appeal rights.

+ Individuals are part of various communities of people and places. W-2 operates in ways that enhance the
manner in which communities support individual efforts to achieve self-sufficiency.

+  W-2 goals are best achieved by working with providers, who are committed to customer-friendly service,

who partner with employers and other service providers, who are innovative, and who strive to continuous-
ly improve the provision of service.




APPENDIX B—METHODOLOGY FOR MILWAUKEE-AREA EMPLOYER SURVEY

In September 2004, I requested that Survey Sampling, Incorporated pull a sample of 833 Milwaukee-area busi-
ness establishments in industries with low proportions of college-educated workers. Those industries were selected
on the basis of SIC Codes and industry names listed in the Urban Institute publication, “Job Prospects for Welfare
Recipients, Employers Speak Out,” published on August 1, 1998.

Survey Sampling also stratified the sampling frame by firm size, measured both in terms of number of enploy-
ees and annual sales volume. This was to ensure that the sample matched the population on these attributes.

Working from the sample of 833 establishments, research assistants attempted to make contact with each by tele-
phone in order to: a) inform the establishment that they would be receiving a survey, b) ask for the name of the per-
son to whom the survey should be directed, and ¢} verify the correct mailing address.

Many of these establishments had disconnected or perennially busy phone numbers, and many others said they
were not interested in participating (or indicated as much by hanging up).

When all was said and done, there were 314 Milwaukee-area establishments left for which I believed I had cor-
rect contact information, and which had not objected to receiving the survey. These establishments were sent an intro-
ductory letter in late October 2004, and a follow-up letter one week later. The follow-up letter included the survey
instrument (which was postage-paid and pre-addressed), and a $1 cash incentive to encourage participation.

Letters returned by the Post Office after the initial two mailings indicated that 12 of the original mailing address-
es were invalid and could not be corrected. This left the total number of businesses in the sub-sample at 302.

Among these 302 businesses, 145 returned completed surveys. This works out to a response rate of 48 percent,
which is excellent for a written survey of this kind.

Survey Sampling had provided statistics on the “universe” of Milwaukee-area businesses so that I could com-
pare their characteristics with those of respondents. The respondent group fairly significantly under-represented small
firms—small in terms of both number of employees and annual revenues. For example, while firms with fewer than
five employees constitute 62 percent of all firms in the Milwaukee area, they constituted only 49 percent among the
respondent group. Similarly, while firms with annual revenues under $1 million constitute 75 percent of firms in the
Milwaukee area, they constituted only 60 percent of the respondent group.

In order to determine the extent to which, if any, the under-representation of smaller firms among respondents
would bias the survey results, I weighted establishment survey responses by size, according to their proportions with-
in the universe of Milwaukee-area businesses. In no case did this change any of the percentages reported in the text
by more than a percentage point. Accordingly, I have reported the unweighted numbers in the text, confident that they
accurately represent the opinions of Milwaukee employers.

A copy of the survey instrument is reprinted on the following page. Responses to Question 3 were given in
reverse order on half of the survey instruments, so as to avoid any potential bias from respondent “fatigue.”




Milwaukee Area Business Survey — Wisconsin Policy Research Institute

Instructions: Please check the most appropriate response for each item below. When you have finished the survey, please fold
the form with the bottom flap over the top flap, seal it at the top with the enclosed sticker, and drop it in the mail. Thank you!

1. Less experienced, entry-level job seekers may undertake a The applicants have identical qualifications, except:
variety of activities to increase their employability. Below,

- please check the response that best describes the value to
you, as an employer, of each of the listed job preparation

+ Applicant A has a high school diploma or GED, but no
work experience.

activities. + Applicant B has community service job experience, but
High school diploma or GED no high school diploma or GED.
Very Somewhat  Not Very Would you be more likely to hire:
Valuable Valuable Valuable .
Applicant A, or
Applicant B?

Basic skills training in math, reading, and writing
The applicants have identical qualifications, except:

Very Somewhat Not Very
Valuable ~ Valuable  Valuable + Applicant A has job skills training relevant to your busi-
ness or industry, but no high school diploma or GED.
Job skills training relevant to your specific business or ¢ Applicant B has a high school diploma or GED, but no
industry job skills training relevant to your business or industry.
Very Somewhat  Not Very Would you be more likely to hire:
Valuable Valuable Valuable .
Applicant A, or
Applicant B?

Training in “soft skills,” such as courtesy, punctuality,

professional appearance, and good inter-personal com-  The applicants have identical qualifications, except:
munication ‘
« Applicant A has community service job experience, but

Very Somewhat  Not Very no job skills training relevant to your business or industry.

Valuable Valuable Valuable
« Applicant B has job skills training relevant to your busi-
ness or industry, but no work experience.

Tralning in “life skills,” such as locating reliable child

care and transportation, balancing work and family Would you be more likely to hire:
responsibilities, and problem-solving (e.g., what to do Applicant A, or
when a child becomes sick on a work day)
Applicant B?
Very Somewhat Not Very
Valuable  Valuable  Valuable 3. From the list below, please select the three items that you

would consider most important when evaluating an entry-
level job candidate. (Though many of the items may be
important to you, we are looking for your THREE most
important items only.)

Working at a community service job, which is an unpaid
position with a government agency or a non-profit.
These positions have a fixed schedule and normal work
responsibilities. They are intended to help less experi- __. Community service job experience
enced job seekers learn the habits of work and gain
real-world work experience.

Positive attitude about the job

Good “life skills”

Very Somewhat Not Very
Valuable Valuable Valuable Strong work ethic
High school diploma or GED
2. Imagine that you MU_ST hgre one of two applicants, . A or B, Reliability/dependability
for an entry-level position in your company. In each situation ) o
below, please indicate whether you would be more likely to ______ Basic skills in math, reading, and writing

hire Applicant A or Applicant B. (The first situation is present-

Good “soft skills”
ed at the top of the next column.)

Job skills relevant to your business or industry
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The original and revised W-2 principles appear in their entirety in Appendix A. Governor Thompson identified “pride in
work and self-sufficiency™ as a philosophical principle when he unveiled his W-2 proposal. That principle was not
included, however, among the final written program principles. The press release on the announcement of the W-2 pro-
posal is available on-line at:<http://www.dwd.state. wi.us/dwd/newsreleases/1998/2396_536.htm>.

State of Wisconsin, 2003 Wisconsin Act 33, Section 1223p, p. 206, July 24, 2003.

David Dodenhoff, “Wisconsin Works: Only Work Should Pay,” Wisconsin Policy Research Institute Report, Volume 16,
Number 7, October 2003, p. 5. The data on which the 60 percent figure is based are now two years old. The W-2 case-
load, however, is much more substantially composed of W-2 Transitions cases than it was at the time 1 arrived at the 60
percent estimate. Because Transitions cases are more service-intensive than other W-2 cases, 60 percent is probably on
the low end of the proportion of current W-2 clients actually participating in education and training,

The exact figure is 93 percent. This figure was calculated based on DWD's *2002-03 Final Performance Standards
Results,” available at: <http://www.dwd.state.wi.us/dws/w2/pdf/PS2002-03.pdf>.

Source: Fiscal year 2003 TANF Financial Data Tables A and B2, available on-line at: <http://www.acf.hhs.gov/pro-
grams/ofs/data/>.

Source: U.S. Department of Labor, Employment and Training Administration’s Welfare to Work Formula Grant reports,
available on-line at: <http://www.doleta.gov/wtw/formula/>. The $37 million figure is actually the amount allocated to
Wisconsin under the Welfare-to-Work grant program, rather than the amount spent. Though one would normally expect
the state to spend its entire allocation, Congress rescinded any unspent grant funds in January of 2004. Though
Wisconsin had spent the vast majority of its Welfare-to-Work funds by then, and though the rescission legislation
allowed for additional spending during a phase-out period, the state may not in fact have spent the entire $37 million.

Spending of Welfare to Work funds on education and training was not permitted until the year 2000.

Gayle Hamilton, “Moving People From Welfare to Work: Lessons from the National Evaluation of Welfare to Work
Strategies,” Manpower Demonstration Research Corporation, July 2002, pp. 29, 32.

Ibid., p.35.

One also must recognize, however, that the work-first programs likely suffered from the same problem. Though virtually
everyone in these programs was assigned to immediate job search, some clients almost certainly would have been more
successful had they received up-front education and training.

Charles Michalopoulos and Christine Schwarz, “What Works Best for Whom: Impacts of 20 Welfare-to-Work Programs
by Subgroup,” Manpower Demonstration Research Corporation, August 2000, p. ES-18.

1bid.

Though the Butte County program places first in the table, the Portland and Riverside programs are more often held up
as models. This is because results after five years (as opposed to two) in both Portland and Riverside surpassed those in
Butte County, at least on some measures. Furthermore, both the Portland and Riverside programs sent a strong message
to program participants about the importance of employment. The Butte program did not.

It is generally recognized that human capital development programs take a longer time to produce results than labor
force attachment programs. By extension, mixed programs—which contain elements of HCD—might overtake some of
the LFA programs in the table, given enough time. For the 18 programs for which five-year earnings data are available,
mixed programs hold the first five spots, the ninth, and the 15th. The mixed programs do, therefore, rank higher in this
scenario. Two of them, though, are still surpassed by a number of uniform programs. Furthermore, another mixed pro-
gram, Florida Project Independence, almost certainly would have finished in the bottom half of the list if five-year earn-
ings data on it were available. See the chart on page 4 of Judith M. Gueron and Gayle Hamilton. “The Role of
Education and Training in Welfare Reform,” Brookings Institution, Welfare Reform and Beyond Policy Brief No. 20,
April 2002.

Source: author calculations from Appendix Table C.1 in Dan Bloom and Charles Michalopoulos, “How Welfare and
Work Policies Affect Employment and Income,” Manpower Demonstration Research Corporation, May 2001, pp. 61-64.
The percentage referred to in the table is the percentage by which participants’ post-program earnings exceeded the
earnings of a similar group of individuals who did not participate in each program. Calculations based on absolute dollar
differences between groups produce very similar results.

Source: James Riccio. Daniel Friedlander, and Stephen Freedman, “GAIN: Benefits, Costs, and Three-Year Impacts of a
Welfare-to-Work Program.” Manpower Demonstration Research Corporation, September 1994, Table 2.9, p. 48: and Gayle
Hamilton, Stephen Freedman, et al., “How Effective are Different Welfare-to-Work Approaches? Five-Year Adult and
Child Impacts for Eleven Programs,” Manpower Demonstration Research Corporation, December 2001, Table 3.5, p. 79.
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The source for this information is the same as for the data in the table.
Riccio, Friedlander, and Freedman, "GAIN,” p. 48,

Hamilton, Freedman, et al., "How Effective,” p. 79.

Ibid.

Johannes M. Bos, Susan Scrivener, et al., “Improving Basic Skills: The Effects of Adult Education in Welfare-to-Work
Programs,” Manpower Demonstration Research Corporation, 2002, Table 2.7, pp.56, 106.

Source: Gayle Hamilton, Stephen Freedman, et al., “How Effective are Different Welfare-to-Work Approaches? Five-
Year Adult and Child Impacts for Eleven Programs,” Manpower Demonstration Research Corporation, December 2001,
Table 4.3, p. 104. I divided the totals in Table 4.3 by five in order to calculate annual figures, and then adjusted the
amounts for inflation. The figures in the table are in 2004 dollars.

One could argue that five years is not enough time to for the HCD programs to manifest the full pay-offs from their up-
front investment in education and training. MDRC data show, however, that participant earnings in HCD programs peak
in the third year and then begin falling sharply in years four and five. See Gayle Hamilton, “Moving People,” Figure 8,

p. 33.

A recent statistical study of this question comes to the same conclusion. See Robert Walker, David Greenberg, et al.,
“Successful welfare-to-work programs: Were Riverside and Portland really that good?” University of Wisconsin Institute
for Research on Poverty, Focus, Vol.22, No.3, Summer 2003, pp.11-18. A revised version of the study will be published
in the Industrial and Labor Relations Review later in 2005.

For example, MDRC’s Gayle Hamilton, in “Moving People from Welfare to Work,” writes: “[T]he Greater Avenues for
Independence (GAIN) program that was run in Riverside, California, in the late 1980s—widely considered a paragon
among welfare-to-work programs—was also an employment-focused, mixed-strategy program.”

The foregoing calculations are based on Riccio, Friedlander, and Freedman, “GAIN,” Table 2.5, p. 41. It is common in
the discussion of the Riverside GAIN program to cite the participation rate in education and training activities as 60 per-
cent, a substantially higher percentage than I have used to calculate the figures in the text. This 60 percent figure is mis-
leading, however. It is true that 60 percent of Riverside GAIN participants who ever participated in a GAIN activity did
so in at least one education and training component. But approximately 40 percent of individuals who registered for the
program never participated in any activities at all. The vast majority of these individuals were not expected to partici-
pate, for reasons that could apply equally well to the control group. (In Riccio, Friedlander, and Freedman, see Table 2.1
and the discussion on pp. 27-29.) Thus, the appropriate comparison is between all members of the Riverside group,
whether they ever participated in the program or not, and all members of the control group. In any event, The MDRC
evaluations do not provide participation rates for the subset of control group members who ever participated in any edu-
cation or training activity.

For readers who prefer peer-reviewed conclusions to those based on common sense, see the article cited in note 24.

The free-market Fraser Institute in Canada, for example, argues that, “A growing body of experimental research over-
whelmingly suggests that ‘active’ labour-market training programs do not improve the prospects in the workplace for
workers with low skills levels and little education.” See Fazil Mihlar and M. Danielle Smith, “Government Sponsored
Training Programs,” Fraser Institute Critical Issues Bulletin, November 1997, p. 4.

LaDonna Pavetti and Debra Strong, “Work-Based Strategies for Hard-to-Employ TANF Recipients: A Preliminary
Assessment of Program Models and Dimensions,” Mathematica Policy Research, Inc., May 15. 2001, p. 5; and Lisa
Plimpton and Demetra Smith Nightingale, “Welfare Employment Programs: Impacts and Cost-Effectiveness of
Employment and Training Activities,” Chapter 3 in Burt S. Barnow and Christopher T. King, editors, Improving the
Odds: Increasing the Effectiveness of Publiclv Funded Training (Washington, D.C.: Urban Institute Press. 2000). p. 66. 1
converted the monthly earnings figures on p. 66 from 1995 dollars into 2004 dollars and then multiplied by 12.

Irma Perez-Johnson, Debra Strong. Michelle Van Noy, “Understanding the Costs of the DOL Welfare-to-Work Grants
Program,” Mathematica Policy Research, Inc., August 2002, p. BS.

Riccio, Freedlander, and Freedman, "GAIN,” p. 89.
Ibid.. p. 323.

Ibid., p. 120.

Ibid., p. xxxiv.

Hamilton, Freedman, et al., “How Effective,” p. 79.

David H. Greenberg, Charles Michalopoulos, and Philip K. Robins, “A Meta-Analysis of Government-Sponsored
Training Programs,” Maryland Institute for Policy Analysis and Research, September 2001. p. 29.
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Rebecca M. Blank and Ron Haskins, editors, The New World of Welfare (Washington, D.C.: Brookings Institution Press,
2001, p. 227.

I address work experience in this section for the sake of comprehensiveness. Traditionally, though, work experience is
not included in the broad category of education and training activities.

David T. Ellwood and Elisabeth D. Welty, "Public Service Employment and Mandatory Work: A Policy Whose Time
Has Come and Gone and Come Again?”, in David Card and Rebecca M. Blank, editors, Finding Jobs: Work and
Welfare Reform (New York: Russell Sage Foundation, 2000, p. 347; Judith M. Gueron and Edward Pauly, From Welfare
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Bos, Scrivener, et al., “Improving Basic Skills,” p. 6.
Julie Strawn, “Beyond Job Search or Basic Education,” Center for Law and Social Policy, April 1998, p. 26.
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The Wisconsin Policy Research Institute is a not-for-profit institute established to
study public-policy issues affecting the state of Wisconsin.

Under the new federalism, government policy increasingly is made at the state and local
levels. These public-policy decisions affect the life of every citizen in the state. Our goal is to
provide nonpartisan research on key issues affecting Wisconsinites, so that their elected repre-
sentatives can make informed decisions to improve the quality of life and future of the state.

Our major priority is to increase the accountability of Wisconsin's government. State
and local governments must be responsive to the citizenry, both in terms of the programs they
devise and the tax money they spend. Accountability should apply in every area to which the
state devotes the public's funds.

The Institute's agenda encompasses the following issues: education, welfare and social
services, criminal justice, taxes and spending, and economic development.

We believe that the views of the citizens of Wisconsin should guide the decisions of
government officials. To help accomplish this, we also conduct regular public-opinion polls
that are designed to inform public officials about how the citizenry views major statewide
issues. These polls are disseminated through the media and are made available to the general
public and the legislative and executive branches of state government. It is essential that elect-
ed officials remember that all of the programs they create and all of the money they spend
comes from the citizens of Wisconsin and is made available through their taxes. Public policy
should reflect the real needs and concerns of all of the citizens of the state and not those of spe-
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