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WHaAT Do WE Know Asout ForMeER CALWORKS RecCIPIENTS?

A healthy economy and welfare reform’s time limits and work requirements have moved many
families off the welfare rolls, both in California and nationally. However, consensus is emerging that
steep caseload reductions are not sufficient to consider welfare reform a success; helping families
attain self-sufficiency once off welfare is just as important. Limited information exists to begin to
answer important questions about how California recipients fare after they leave cash assistance:

¢ How many welfare “leavers” are working?

e How much are they earning and in what types of jobs?

e Do they receive the child care, food stamps, health coverage, and other supports to which
they are entitled?

Do welfare leavers move out of poverty?

Do they return to welfare?

What do we know about people who have left welfare but are not working?

How do these outcomes differ by region?

Many of these questions may never be fully answered, and complete answers will certainly be com-
plex, due in part to differences in regional economies and county welfare programs. Regional econo-
mies in large part define the work opportunities, wage levels, and other labor market conditions
confronting welfare recipients. Differences among counties regarding welfare-to-work program
design (such as training and education components) and implementation of state policies (such as
sanctions) mean that experiences with “welfare reform” vary widely across the state. Thus, conclu-
sions about welfare leavers from Los Angeles County, for example, may say little about the prospects
of former recipients in Alpine or Marin Counties.

This Update defines welfare “leavers” as former CalWORKSs adults whose families no longer receive
cash assistance. In many states leavers include a sizable number of people who have been “sanctioned
off” the welfare rolls as punishment for not meeting work or other program requirements. This is less
often the case in California, since the maximum penalty for not following program rules is a reduction
of the family’s cash grant by the amount attributable to the sanctioned adult(s). Hence, this report
does not address the numerous issues regarding sanction policies or the characteristics of adults who
are sanctioned.!

Key findings of this analysis, based on a statewide survey and county-level studies, include:

e Opver half of leavers surveyed are working; however, their earnings are generally low.
Among leavers who are working, earnings tend to be above the federal poverty level but
far below what it costs to support a family in California.

e Most leavers are employed in low-wage industries that often have few opportunities for
advancement and low levels of employer-sponsored health coverage.

e Many families do not receive the supports designed to help them make the transition to
employment and self-sufficiency. These include food stamps, child care, Medi-Cal, and the
federal Earned Income Tax Credit (EITC).
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e Statewide studies lack basic information such as what types of jobs leavers find, how many
hours they work, and how much they earn. Information is nearly absent about leavers in
rural areas and differences in key outcomes by race and ethnicity.

WELFARE LEAVERS: Do RecIPiENTS LEAVE “WORK-FIRST” WITH A JOB?

One of the basic presumptions underlying welfare reform is that work is the best way for people
relying on cash assistance to attain self-sufficiency. CalWORKSs" “work-first” orientation, along with
that of the 1996 federal welfare law, limits the time that individuals can spend in training and educa-
tion, based on the theory that the best way to move people off welfare is to get them into jobs as
quickly as possible. Under a successful work-first model, recipients would find jobs and retain em-
ployment once off welfare.

Several studies have examined how many recipients leave welfare due to earnings from work and
how many former recipients continue to work after leaving cash assistance. The California Depart-
ment of Social Services (DSS) interviewed 142 former CalWORKS recipients between December 1998
and June 1999 and found that more than half (61 percent) were working at the time of the interview.?
Either the respondent and/or the spouse/ partner was working in two-thirds (69 percent) of the
households. However, just over half (52 percent) left cash aid for a reason other than work or in-
creased earnings (Figure 1).> Three out of eight respondents (37 percent) said their own work or
increased earnings was the principal reason; an additional 9 percent said the main reason was that
their spouse or other family member got a job. Other frequently cited reasons for leaving welfare
included no longer having an eligible child in the household and the rules being “too much of a
hassle.” However, results from this survey should be interpreted with caution due to the low re-
sponse rate and small sample size.

Figure 1: Less Than Half of Recipients Leave Welfare for Work
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Source: California Department of Social Services

Local studies indicate that similar proportions of leavers are working. The Sphere Institute studied
both administrative and survey data to assess the status of leavers from San Mateo, Santa Clara, and
Santa Cruz Counties. They find similar employment rates among former recipients. Administrative
data, which may underestimate employment, suggest that less than 60 percent of people who left the
welfare rolls in late 1998 were employed in the following three quarters.” Over half of welfare leavers
(56 percent) in these three counties reported working at the time of the interview and about 12 percent
reported working 30 hours or more per week when interviewed. Another 39 percent had been em-
ployed recently, but were not working at the time.® In total, over 70 percent of leaver households had
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earnings of some kind when interviewed.

It is important to note that San Mateo and Santa Clara Counties are perhaps “best case scenarios” in
terms of local economy. San Mateo had the lowest poverty level among California counties in 1997
(the most recent year for which data are available) and the lowest or second lowest unemployment
rate among all California counties between 1997 and 2000. Santa Clara County’s unemployment rate
over the same period has been slightly higher, but among the lowest in the state, and Santa Clara’s
caseload has been higher than the other two counties over recent years. Santa Cruz, with the smallest
caseload of the three counties, has an unemployment rate about a percentage point above the state
average.’

A survey of individuals who left welfare in Napa County, which has an unemployment rate and
poverty level well below the state average, found that two-thirds (67 percent) of leavers were em-
ployed at the time of the interview. However, this survey may not be representative of all leavers in
Napa County due to the low response rate.® The survey found that more than half (61 percent) of the
respondents left aid due to increased earnings. Over half (58 percent) of those working were em-
ployed full time (at least 35 hours per week). Administrative data from Los Angeles County show
that half or fewer of 1996 Los Angeles welfare leavers were working in any quarter during the year
after they left cash aid.’

Little is known about the impact of welfare reform on recipients of different races and ethnic groups in
California. However, the number of white adults receiving cash assistance in California has declined
more substantially than the number of Latino or African-American adults (37 percent vs. 29 and 24
percent, respectively.)’® The national picture is similar: the number of white families receiving welfare
has declined much more sharply in the late 1990s than the number of African-American or Latino
families (51 percent vs. 40 and 32 percent, respectively).!! Moreover, studies suggest that white recipi-
ents may be more likely to become employed and/or receive favorable treatment by welfare agency
workers. One survey found that employers in Los Angeles and other cities seemed to be less likely to
hire leavers who were non-white or high school dropouts.”> On the other hand, studies in other states
have generally found that African-Americans leaving welfare were more likely to be employed and
have higher earnings; findings on the prospects of Latinos have been mixed."

In sum, evidence from county-level research and a state survey indicates that over half, but far from
all, former recipients are employed after leaving CalWORKSs (Figure 2). While only limited informa-

Figure 2: Not All Former Recipients Are Working
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tion exists on former recipients who are working, even less is known about those who are not work-
ing. Studies from other states show similar rates of leavers working: about half from administrative
data and slightly more according to surveys.!* Welfare leavers in these surveys worked an average of
36 to 39 hours per week.”

LeaVERS’ EARNINGS ARE Low But Move SomEe FamiLies Asove Poverty LINE

Former welfare recipients in areas with strong economies earn about $9 an hour, according to county-
level studies. The median recipient who was working at the time of leaving aid in San Mateo, Santa
Clara, or Santa Cruz County in late 1998 earned about $1,125 a month in the first quarter after leaving.
The average leaver in these counties who was working six months later made slightly more - $1,260 a
month.'® Survey data indicate that the median wage for working leavers in these counties is $8.80, or
$18,304 for a full-time year-round worker (Figure 3).”” Median household income from all sources for
all leavers (including households in which the leaver was not working) was over $1,400 a month,
according to survey data. The Sphere Institute calculates that the median leaver household had an
income of just under the federal poverty level (FPL) in 1999.

Figure 3: Welfare Leavers Earn Half of CBP's Basic Family Wage
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The Napa survey reports somewhat higher wages: the average (mean) hourly wage for employed
leavers was $9.26 an hour, and nearly two-thirds (63 percent) of respondents earned over $8.00 per
hour. Over half (61 percent) of the former recipients who were employed would be above the FPL if
they worked full-time year-round.” The statewide survey conducted by DSS did not ask respondents
about wages, so there is no current statewide data.

These wages are well above the state minimum wage and somewhat higher than typical “leaver”
wages in other states, but much lower than what it costs to meet a family’s basic needs in California.”
The CBP estimated in 1999 that California’s high cost of living means that a single parent with two
children must earn about $18 an hour to cover basic expenses.®® Moreover, not all leavers are working
full time or year round, and wage data are currently available only for areas with relatively strong
economies.



Most FoOrMER RecIPIENTS WORK IN Low-WAGE JoBs WiTH LiMITED OPPORTUNITY FOR
ADVANCEMENT

The work-first approach assumes that welfare recipients will not only work their way off cash aid, but
also that their wages will eventually be high enough to support a family. However, evidence indicates
that leavers often find jobs without promise for advancement. Findings from San Mateo, Santa Clara,
and Santa Cruz Counties suggest that earnings rise slowly. Other data indicate that most leavers may
find jobs with few opportunities for wage increases. Moreover, these jobs often do not provide em-
ployer-sponsored health insurance.

The Napa survey indicates that over two-thirds (71 percent) of working leavers were employed in
service, clerical or administrative support, or sales and related occupations - all low-wage jobs. In
contrast, less than half (45 percent) of the general population in California works in these occupa-
tions.?! Over one-third (36 percent) of the leavers were employed in service jobs alone. Service and
related jobs have an average wage $9.42 in California, about the same as Napa County leavers’ wages.
This indicates that wages of former welfare recipients with these jobs may not increase substantially
over time. On the other hand, relatively few were working in occupations that tend to pay higher
wages. About one in eight leavers (12 percent) were employed in professional, paraprofessional, and
technical occupations. These occupations employ 22 percent of the California workforce at an average
wage of $22.02.%

Welfare recipients in Los Angeles County who are working (i.e., not welfare leavers) are predominately
employed in low-wage jobs, according to a recent study by the Economic Roundtable.” Of the nearly
60,000 welfare recipients in the county who were employed in the third quarter of 1997, over half (61
percent) were employed in low-wage industries. Moreover, welfare workers were over-represented in
the retail trade and certain service industries with below average earnings. In contrast, 14 percent
were employed in high-wage sectors such as the information, finance, and insurance industries. While
the report did not directly address welfare leavers, it is likely that similar companies employ recipients
who leave welfare in Los Angeles County.

State data confirm this trend. A recent analysis of administrative data by the DSS indicates that nearly
two-thirds (63 percent) of current and former CalWORKSs recipients statewide are employed in the
services and retail trade sectors. In comparison, just over half (55 percent) of the overall workforce
was employed in these sectors.?

The fact that many welfare leavers are employed in low-wage jobs has implications not only for the
size of leavers’ paychecks, but also for their likelihood of receiving employer-covered benefits. A
recent California survey indicates that fewer retail and service employers offer health coverage, as
compared to all California firms. Moreover, companies with more low-wage workers are much less
likely to offer health insurance than other firms.” As discussed in the next section, not all former
recipients receive transitional Medi-Cal coverage and thus many may have no health coverage at a
time when they may be especially vulnerable.

In sum, the available data suggest that some welfare leavers find employment in high-wage indus-

tries; the majority, however, work for low-wage employers with limited options to climb the earnings
ladder and few possibilities for employer-provided health coverage.

MANY LEaVERs Receive FEw WORK SUPPORTS

Many leavers and their families are eligible for various work supports to help low income families stay
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in jobs and support their families. These include food stamps, Medi-Cal, and subsidized child care, as
well as the federal Earned Income Tax Credit (EITC). Eligibility for these programs generally depends
on a family’s income. Despite the importance of these work supports for families in transition off cash
assistance, recent studies indicate that many former recipients are not accessing them.

Food Stamps

A full-time working parent in a family of three can earn up to about $9 per hour and still be eligible for
food stamps. Despite the fact that many leavers earn less than this amount, few receive food stamps.
According to the statewide telephone survey, one in five respondents (19 percent) received food
stamps (Figure 4). Leavers from three Bay Area counties appear to receive food stamps less often than
leavers statewide. Fewer than one in ten (5 to 7 percent) of San Mateo, Santa Clara, and Santa Cruz
County leavers received food stamps after leaving cash assistance. The Sphere Institute estimates that
over half of leavers in these counties who do not receive food stamps are eligible to receive them.*
Welfare leavers in Napa County generally received work supports at a higher rate. Despite having
slightly higher wages than leavers from the Bay Area counties, nearly one-third of respondents (33
percent) received food stamps.

Figure 4: California Leavers Do Not Access All Work Supports
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In eight states and counties studied across the US, between 33 percent and 57 percent of leavers re-
ceived food stamps just after leaving cash assistance; food stamp receipt fell to between 26 and 40
percent nine months later.” Lower usage levels in California may be explained in part by higher
income disregards and grant levels, which together allow recipients to “earn off” CalWORKSs at higher
wages than welfare recipients in other states. This makes people who leave CalWORKSs due to earn-
ings less likely to have income that meets the food stamp thresholds, which are set federally. How-
ever, it is also clear that many leavers are eligible for food stamps and do not receive them.

Medi-Cal

Eligibility for Medi-Cal depends on family income as well as the employment status of an adult in the
family. If a parent leaves CalWORKS for any reason other than increased earnings, he or she may or
may not be eligible for Medi-Cal. However, children of welfare leavers may be eligible for Medi-Cal
even if the parents are not.”



While Medi-Cal enrollment among welfare leavers is much higher than food stamp receipt, it is far
from universal. Just over half of the respondents (57 percent) in the DSS survey received Medi-Cal.
Leavers from the three Bay Area counties appear to receive Medi-Cal more often than leavers state-
wide. Medi-Cal coverage was about 80 percent in the first months after a family left CalWORKSs and
fell to about 60 percent a year after leaving. Survey data indicate that one in ten children and over 20
percent of adults in families who were previously on cash assistance are uninsured. Coverage among
welfare leavers in Napa County was similar to the Bay Area. Two-thirds of the survey respondents
(67 percent) had Medi-Cal coverage, and 13 percent of respondents had neither Medi-Cal nor em-
ployer coverage.*

Research from other states indicates that roughly half of parents in families who have left welfare and
over one-third of children in those families lose Medicaid.* This is similar to California’s overall
experience, but lower than receipt in Napa and the three Bay Area counties studied. In addition,
studies in other states indicate that significant numbers of welfare leavers have health barriers that
may impede their finding and keeping a job.*

Earned Income Tax Credit

The EITC works by using the tax system to target cash assistance to low income families with earnings
from work, and can boost a family’s income by well over 30 percent. A full-time working parent with
two children can earn up to about $15 per hour and still be eligible for the EITC. Despite near univer-
sal eligibility among working leavers, usage is low. One in five respondents (20 percent) in the state
survey reported using the EITC. About a third of the leavers from the three Bay Area counties who
were interviewed had recently claimed the EITC, while over half had never heard of it.

Child Care

Leavers who are working are eligible for child care assistance for children 12 years and younger for at
least two years after leaving cash aid. Only 11 percent of the respondents in the statewide survey
reported receiving child care assistance.”® Many more respondents in Napa County received child care
assistance. Nearly one-third (33 percent) of all respondents and close to half (45 percent) of employed
respondents received child care assistance.

In sum, use of many work supports, especially food stamps, child care assistance, and the EITC,
appears to be quite low among leavers statewide. This likely varies substantially by county. For
example, leavers from Napa County appear to use work supports at higher rates than respondents of
the statewide survey, and leavers from the three Bay Area counties cited above seem to receive Medi-
Cal more frequently than Napa County leavers. In general, though, a substantial number of welfare
leavers are not receiving the services and supports for which they are eligible. Many parents may not
need to earn $18 an hour to make ends meet if they receive these work supports. However, the avail-
able evidence indicates that this is not the case for many leavers.

How MANY LEavers Stay Orr CasH AID?

Recent welfare leavers in California do not appear to cycle back onto cash assistance quickly, accord-
ing to the available evidence. The great majority of the respondents (93 percent) in the statewide
survey were not receiving cash assistance at the time they were interviewed (Figure 5). The respon-
dents had been off aid for different amounts of time when interviewed (two to eleven months), so the
survey does not permit an estimate of how many people remain off welfare for a given period of time
(such as for six months). In Napa County, only 7 percent of cases in the survey pool had returned to
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aid by June 1999, within 11 months of when they initially left assistance. About 20 percent of all
leavers in San Mateo, Santa Clara, and Santa Cruz Counties received CalWORKSs one year later.**
Families with high earnings when they left CalWORKSs were less likely to return to cash assistance.

Figure 5: Bay Area Leavers More Likely to Return to Welfare
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According to a recent review of welfare leaver studies, about one-quarter of leavers in nine states and
counties had returned to cash assistance at some point within a year after leaving, which is higher than
return rates in California.®> However, rates of return to cash aid in California vary across studies and
evidence comes primarily from counties with healthy economies during periods of strong employ-
ment growth. Families may return to cash assistance more quickly when the unemployment rate
rises.

How Do LeaveRrs RATE THEIR WELL-BEING?

Fewer than half (43 percent) of the respondents in the statewide survey said they were better off
financially after leaving aid. About a quarter (26 percent) said they were worse off financially and a

Figure 6: Over Half of CalWORKSs Leavers Report Being No Better Off Financially
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quarter (27 percent) said they were about the same. Thus leavers, on average, report little financial
improvement (Figure 6). Half (51 percent) of survey respondents said they were better off overall after
leaving aid; 16 percent said they were worse off.

Former welfare recipients struggle to make ends meet. Over a third of the respondents (39 percent)
in the statewide survey said they needed to cut back on necessities; 30 percent delayed or stopped
paying bills; a quarter (27 percent) borrowed or were given money from friends or family; and 15
percent found cheaper housing or moved in with others. Over half (51 percent) said they had at least
some difficulty paying bills, whereas fewer than one in four (23 percent) said they had no difficulty
(Figure 7).

Figure 7: Former Welfare Recipients Struggle to Make Ends Meet
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Bay Area leavers experience similar difficulties. Nearly one-third (31 percent) of survey respondents
in San Mateo, Santa Clara, and Santa Cruz Counties report that there is sometimes or often not enough
food to eat in their household. Many of these leavers are eligible for food stamps yet do not receive
them, underlining the need for leavers to access the food stamps for which they are eligible. In addi-
tion, one-quarter (24 percent) report having excessive rent burdens and over one-third (35 percent) live
in crowded housing conditions.*

Studies in other states show that California leavers are not alone in experiencing financial difficulties.
In Arizona, the District of Columbia, Illinois, Missouri, and Washington, for instance, a quarter or
more of former recipients report not having enough to eat, cutting meal size or skipping meals, and
being behind on rent after leaving cash assistance.”” While these numbers are high, they are generally
comparable to the experiences reported among those who were receiving cash assistance. In contrast,
significantly higher numbers of families in Arizona and Illinois reported being unable to afford or get
medical attention after leaving welfare (24 and 31 percent, respectively).

In three states in which leavers were asked to compare their general well-being to before leaving aid,
between one in seven and one in five said they were worse off, more than half and up to two-thirds
said they were better off, and the rest reported having the same level of well-being.*® This suggests
that leavers in other states view their relative well-being more favorably than California leavers.



CONCLUSION

Despite CalWORKSs" emphasis on finding jobs, not all of the individuals who leave welfare have a job.
Among those who are working, earnings are typically quite low, often above the federal poverty level
for a family of three but about half of what it costs to raise a family in California. Earnings appear to
rise slowly, and most leavers are employed in low-wage industries with few opportunities for ad-
vancement and limited access to employer-sponsored health insurance. Even more cause for concern
is the high number of families who do not benefit from programs for which they are eligible, such as
food stamps, child care assistance, Medi-Cal, and the EITC. The combination of low wages for those
who work and the lack of work supports creates a situation of economic difficulty for many families
who recently left the welfare caseload.

Information gaps prevent a full understanding of how leavers are doing. There has been no statewide
reporting on the wages, hours, and types of jobs that former recipients find. Little is known about
variation in outcomes among counties, and the county-level research that has been conducted to date
has been in areas with healthy economies. Relatively little is known about those who do not leave
welfare with a job, such as how these leavers differ from those who are employed and how they
manage without employment or welfare. Finally, differences in outcomes by race and ethnicity have
yet to be explored.

The state and counties can take several actions to help fill in the information gaps and help support
former welfare recipients and their families:

e The state should initiate ongoing monitoring and evaluation of welfare leavers, including
those without jobs. This should include surveys regarding wages and hours worked. Without
systematic and ongoing tracking of leavers at the state and county levels, it is difficult to under-
stand the effectiveness of welfare reform to improve the lives of low income families in Califor-
nia.

e The state needs to differentiate among counties and include rural areas in its tracking and
monitoring efforts. Napa and San Mateo Counties are characterized by strong economies and
plentiful jobs, a marked contrast to many rural counties, which have not been thoroughly
examined.

e The state needs to monitor outcomes for leavers by race and ethnicity. Where substantial
variation exists, the state should examine the causes and design programs accordingly.

e The state and counties need to ensure that leavers know about and receive work supports -
especially food stamps and the EITC, but also Medi-Cal and child care - to help them in the
transition from welfare to self-sufficiency.

e Counties should design welfare-to-work programs that are geared toward jobs with opportu-
nities for advancement. This could help recipients not only move off the welfare caseload, but
also obtain jobs that can support a family.

David Carroll prepared this Update. The California Budget Project (CBP) was founded in 1994 to provide Californians with a source
of timely, objective, and accessible expertise on state fiscal and economic policy issues. The CBP engages in independent fiscal and
policy analysis and public education with the goal of improving public policies affecting the economic and social well-being of low and
middle income Californians. Publication of this Update was supported by grants from the David and Lucile Packard and the William
and Flora Hewlett Foundations. This publication is the sixth in a series monitoring the implementation of welfare reform in California.
An upcoming Update will examine how the state and counties are spending welfare-related funds. Please visit the CBP’s web site at
www.cbp.org.
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