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Executive Summary

The passage of the Personal Responsibility and Work Opportunity Reconciliation Act of
1996 replaced the previous welfare system with block grants to States through the Temporary
Assistance to Needy Families (TANF)
e PTOgZraim. TANF was implemented by the
Welfare Reform Has Greater Emphasis on Getting Department of Health and Human Resources
Recipients Employed (DHHR) in West Virginia on January 1,
——————  |997. The new program was intended to
encourage self-sufficiency and reduce
dependence on government assistance. There is a lifetime limit of five years on receiving benefits
and welfare recipients are required to work after 24 months of benefits or become ineligible for
further assistance. In addition to TANF, West Virginia developed a pilot program in nine counties
which incorporates the requirements of TANF, but includes features which are optional for States.
The pilot program, West Virginia WORKS, includes eligibility options. Implementation of the
WORKS program began in nine counties and began to be phased in the remaining 46 counties on
October 1, 1997. All the State will be on WORKS January 1998.

Senate Bill 430' required the Performance Evaluation and Research Division of the
Legislative Auditor’s Office to conduct a statistical study of the WORKS pilot counties. The main
focus of the study was the rates at which welfare recipients move into three categories of work
activities:

1. Unsubsidized employment -- Competitive employment in which earnings
are paid completely by the employer.

2. Subsidized employment -- Employment in which wages are paid in part
by the State.

3. Work experience -~ Work performed for public entities or

non-profit organizations in exchange
for welfare benefits coordinated and
documented by DHHR.

Employment Placements Increased 42% Under the WORKS Program for
Eight of the Nine Pilot Counties

The impact of the WORKS program on moving people from welfare rolls to payrolls was

!Passed April 12, 1997, Regular Session, 1997,
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statistically significant for some counties.
Five pilot counties: Mercer, Nicholas,
Pocahontas, Wayne, and  Wetzel
experienced increases in unsubsidized
employment placements that could be
attributed statistically to the WORKS
program. Three Counties: Greenbrier, Monroe, and Tyler showed little or no change in
placements. Wood County actually experienced a decline in the number of unsubsidized
placements made after the beginning of the program. Although the decline was statistically
significant it would not make sense to conclude that the WORKS program caused the drop in
employment placements in Wood County. The agency indicated that Wood County experienced
personnel problems that significantly hindered its performance. Therefore, the impact from
WORKS is measured with Wood county statistics excluded because the decline in employment
placements was not directly related to the WORKS program. Consequently, the study reports
employment placements with and without Wood County. When Wood County is included, the
pilot counties experienced an 11% increase in unsubsidized employment placements when
comparing the first eight months of 1997 with the same period of 1996. When Wood County is
excluded, the remaining eight counties had a 42% increase in employment placements. The table
below shows the employment changes that can be attributed to the WORKS program.

|
The Impact of WORKS on Employment Varied
Significantly by County Despite Employment Gains
|

Impact on Unsubsidized Employment
From WORKS Program
Average Difference in Job Placements
Under WORKS vs.
Counties Pre-WORKS

Mercer 64 more job placements
Nicholas 48 more job placements
Pocahontas 8 more job placements
Wayne 56 more job placements
Wetzel 24 more job placements
Greenbrier No Change
Monroe No Change
Tyler No Change
Wood 136 less job placements

Note: Senate Bill 430 required a statistical study of the rates at which welfare recipients move to employment.
Totals represent the statistically significant difference in the average increase of the first eight months of 1997 compared
to the pre-WORKS period 1993-96. Where no change is listed, a small positive or negative change in employment
occurred but the change was not statistically significant.
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Large Gains Occurred in Work Experience Placements But Some May Not
Count Towards the Federal Participation Rate.

Work experience placements, or the Community Work Experience Program (CWEP),
increased by 70% under WORKS (96% excluding Wood County). Under CWEP, the employer
does not pay the recipient; instead, recipients

—————————————————  WOTK fOr their cash assistance to gain work

The Work Experience Program resulted in Some expeﬂence-. CWE.P was llltilized_ more
Recipients Working Below the Minimum Wage Which ~ frequently in most pilot counties during the

Violates the Fair Labor Standards Act first eight months of 1997 than during the
I ————  same period of 1996. Placements in the
program had been declining in 1995 and 1996.
Although large gains occurred in CWEP placements, the structure of the program was not in
compliance with the minimum wage law through September of 1997. The U.S. Department of
Labor has stated that programs like CWEP must meet the minimum wage requirement and other
Fair Labor Standards Act requirements. The DHHR indicated that an emergency manual revision
was released in October 1997, conforming CWEP with the Fair Labor Standards Act. The
number of hours worked by WORKS recipients during the time of this study resulted in some
recipients working for less than the minimum wage. The effect of having CWEP conform with
the Fair Labor Standards Act could make it difficult for many CWEP placements to count towards
the federal participation rate because the weekly number of hours worked will be insufficient. The
federal participation rate requires 30% of all family recipients to work at least 20 hours a week,
and 75% of two-parent recipients to work 35 hours a week. States stand to lose federal funding
if participation rates are not met.

Subsidized Employment was Rarely Used

Subsidized employment was rarely used before or after WORKS was implemented. Each
subsidized placement takes considerable time and effort for a caseworker since each placement
must be individually negotiated with an employer. The employer must give evidence that the
subsidized position will not displace current staff and the employer is required to commit to
retaining the employee after the completion of the contract. The goal of subsidized employment
is for placements to become permanent, unsubsidized positions.

Federal participation requirements make many employers hesitant to hire a welfare
recipient under the subsidized arrangement. Since a recipient must work at least twenty to thirty-

November 1997 WV WORKS Program 9



five hours per week, an employer who wants someone to work only twenty hours per week may
not want to commit to additional hours of work. Furthermore, unsubsidized placements are
preferable from DHHR’s standpoint. Since Jobs Training Partnership Act JTPA) funding for
subsidized employment is now gone, TANF funds must be used. Therefore, for budgetary
reasons, an unsubsidized placement is more cost-effective and it is the ultimate goal of WORKS.
Employer incentives are available for unsubsidized placements as well as subsidized placements.
Even if an unsubsidized placement is made, an employer is still eligible for the Work Opportunity
Tax Credit which amounts to as much as $2,100 per year. Overall, the additional costs of
subsidized employment make this a less desirable alternative for caseworkers.

Welfare Cases Dropped by Nearly 50%

The number of welfare cases has decreased dramatically since the beginning of WORKS.
The overall number of cases has decreased by approximately 46%, from 4,918 to 2,616. The
decrease has been caused by a number of factors; the major factors include the following:

¢ Employment Placements were an estimated 25% of the total case reduction.

¢ Recipients chose not to participate in 25% of the case closures. Recipients either
requested to be taken off the welfare rolls, they did not appear in the office to complete
paperwork, or they would not comply with the new requirements. Discussions with
WORKS staff indicated that recipients chose to have their case closed for a variety of
reasons, some of which included: 1) wanting to save as much of their five-year benefit
limit for a more serious need; 2) they were working secretly while collecting welfare; or
3) they did not want to report an absent parent for child support.

¢ New eligibility requirements made many recipients ineligible. The inclusion of
Supplemental Security Income (SSI) and step-parent’s income were major changes in
eligibility determination. The exact number of case closures resulting from new eligibility
requirements is not known because of limitations in the data. Closures due to the inclusion
of SSI income are estimated to be between 10% and 20% based on DHHR hand-counts
for five of the first eight months of 1997.

The majority of case closures were cases that did not have a work requirement under the
old welfare system. This is indicated in the graph below. These types of cases dropped by 70%
and represented 60% of the total number of
cases closed. The bulk of these cases were
closed because of SSI income, recipients
requesting to have their case closed, or lack of
compliance. As stated previously, the reasons
varied, but in essence, many cases have been closed because of ineligibility, some did not want
to comply, or some could do without welfare at the time. With these types of cases eliminated
from the rolls, the Department of Health and Human Resources is left with cases that will prove
more difficult to reduce through encouraging self-sufficiency.

L]
The Remaining Cases Will Present a Challenge to the
Agency in Promoting Self-Sufficiency
S
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in the area of day care or transportation. The charts on the following page illustrate the large
increase in the percentage of cases that require work and those cases involving single mothers who
are required to work.
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essence, many cases have been closed because of ineligibility, some did not want to comply, or some
could do without welfare at the time. With these types of cases eliminated from the rolls, the
Department of Health and Human Resources is left with cases that will prove more difficult to

reduce through encouraging self-sufficiency.

Cases Without a Work Requirement

2,629

Number of Cases
Thousands

January 1997

Month/Year

V

70.2% Drop

August 1997

The Composition of the Reduced Caseload has Changed in Terms of Work Requirement

As the number of cases has fallen, the composition of the caseload has changed. The most
important change has been the increase in the proportion of cases that require work activities. Prior

Single Mothers Required to Work are Over 50% of
the Caseload, Compared to 32% Prior to WORKS

to WORKS only 46% of the cases had a work
requirement, under WORKS the percentage is
70 %. Single mothers required to work were
only one-third of the total caseload under the
former welfare system. Under WORKS, the

percentage is over half. One contributing factor is that under the old welfare system, a single mother
was exempt from work requirements if she was caring for a child three years of age or younger.
Under WORKS, the work exemption applies when the child is one year old or younger. With the
greater emphasis on getting individuals to work, the agency will have to allocate its resources more

November 1997
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Single Mothers Required to Work

As a Percent of Cash Assistance Cases

51.2%
[51.2%]

Single Mothers 1,34

Other Cases 3,29:
Other Cases 1,27

Lior
December 1996 August 1997

Cases With Work Requirement

As a Percentage of Cash Assistance Cases

70.1%
Work Required 1,83

Other Cases 2,629

(=3

54.0% B
[ 54.0% |

December 1996 August 1997
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Expenditures on Cash Assistance Could Drop 33% to 55%

Reductions in welfare cases will reduce expenditures on cash assistance and public

assistance food stamp allotments. This analysis shows that the percentage change in cash

assistance payments is close to the percentage

T ———_ change in cases. For example, if cases drop by

The Cost Savings in the State’s Share of Welfare 10% then cash assistance payments will drop

Expenditures Could be Between $8 million to 14 by 11%. Therefore, if the pattern of case
million in Fiscal 1998 . )

reductions that has occurred for the pilot

counties (30% to 50% declines) occurs for the

remaining 46 counties which will be phased

into WORKS, expenditures on cash assistance could drop by 33% to 55% in fiscal year 1998
depending on the rate in which cases are converted to WORKS, and on economic conditions.

The total amount expended on AFDC and AFDC-U (for the unemployed) in FY-1996 was
$99,870,761. The Federal/State match was approximately 75% federal and 25% State.
Expenditures on public assistance food stamps was $112,878,724 in FY- 1996. However, the
food stamp program is 100% federally funded with respect to the coupon allotments. Therefore,
there is no fiscal impact to the State when case reductions reduce food stamp allotments.
Expenditures for 1997 could not be used because they exclude RAPIDS? data for AFDC
expenditures. Without knowing the amount of cash assistance expenditures for 1997, the State’s
cost savings cannot be estimated properly. However, if AFDC expenditures are close to $100
million as they were in 1996, the cost savings could be $33 million to $55 million, with the State’s
share being $8.3 million to $13.8 million.

Although it is expected that the State will experience cost savings from case reductions,
there are additional costs the State will incur that must be considered. For example, as WORKS
is implemented Statewide, additional workers will be needed. The agency indicated that 18 new
people were hired to implement WORKS in the pilot counties. Nine were strictly for WORKS
and nine were hired to replace people who transferred from within the agency. The total cost was
$422,499. As WORKS is implemented Statewide, additional workers will be needed. If the same
ratio of workers and expenditures holds for the remaining 46 counties, then 92 new staff will be
needed at a cost of $2.2 million. Also, it is expected that to promote self-sufficiency to the more
difficult cases that remain, day-care expenditures and transportation subsidies will increase.

2 RAPIDS is a new computer system being implemented by DHHR. Cases started being transferred over to
RAPIDS early in 1996 except the pilot counties. Cases that are transferved to RAPIDS represent data that are unavailable
in the C-219 data system in which this study relied on. Therefore, the C-219 system does not have expenditure data for
those counties that have converted all or part of their caseload over to RAPIDS. No reports are available to combine the
data from both systems.
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Total AFDC Expenditure & Public Assistance Food Stamps Expenditure
First Eight Months of 1997 Compared to First Eight Months of 1996
PA-Food PA-Food
AFDC AFDC Stamps Stamps
1996 1997 1996 1997
Greenbrier 694,166 377,957 768,762 428,812
Mercer 2,277,016 1,310,574 2,541,486 1,571,311
Monroe 186,301 105,903 199,358 122,382
Nicholas 1,155,958 590,819 1,363,053 701,084
Pocahontas 138,053 76,018 148,918 75,204
Tyler 316,823 213,856 368,773 268,620
Wayne 1,543,964 870,424 1,768,227 992,650
Wetzel 706,848 399,705 812,377 491,013
Wood 2,264,569 1,864,337 2,572,604 2,176,976
Totals 9,283,698 5,809,593 10,543,558 6,828,052

Percent
Change -37.4% -35.2%
Source: Office of Audit, Research and Analysis, Department of Health and Human

Resources, C-219 data.
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Section 1

Introduction

Congress made sweeping changes to the nation’s welfare system through passage of the
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193).
The Act was signed into law by the President in August of 1996. Title I of the Act eliminated the
old welfare system, Aid to Families with Dependent Children (AFDC), and replaced it with a
block grant system known as Temporary Assistance for Needy Families (TANF). TANF was
designed to place a greater emphasis on work, and thereby, reduce the level of dependency on
government assistance. One of the more important changes of the Act was a five-year lifetime
limit for receiving TANF benefits.

The new law also eliminated the Job Opportunities and Basic Skills Training Program
(JOBS) which was an AFDC program. The JOBS program was intended to use work, education
and training programs to develop work
motivation and reduce dependency on welfare,
thus reducing welfare caseloads. The 1988
legislation that established JOBS intended the
program to focus on education and training
more so than on placing individuals in actual work positions. Consequently, most States had few
recipients in work programs such as the Community Work Experience Program (CWEP) in which
recipients worked a certain number of hours for their AFDC payment to gain work experience.
In fact, West Virginia was one of only four States that had a significant portion of its JOBS
participants in CWEP.> Under TANF, greater emphasis is placed on getting individuals
employed, with a lesser emphasis on education and training.

Welfare Reform Has Greater Emphasis on Getting
Recipients Employed
0

The federal legislation permits the operation of more than one type of TANF system. This
allows States to experiment with different approaches to welfare reform before one approach is
used Statewide. = TANF provides States
discretion and guidelines with respect to
eligibility determination. However, certain
requirements of TANF must be complied
within all counties including pilot counties.
Two important requirements that are in effect Statewide are the five-year lifetime limit of
receiving benefits, and all families must work after 24 months on assistance in order to continue
receiving assistance. Consequently, West Virginia has two TANF systems in place: 1) Forty-six

Two TANF Systems Operate in West Virginia
S

3 Welfare Reform: An Analysis of the AFDC Caseload and Past Welfare-to-Work Programs, W.E. Upjohn
Institute for Employment Research, Kalamazoo, Michigan, 1997.
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counties operate under TANF, and 2) nine pilot counties operate under the WORKS program
which conforms with TANF but has different eligibility requirements than the non-WORKS
counties.

Statewide operation of TANF and the West Virginia WORKS pilot program began on
January 1, 1997. Nine counties were chosen to begin implementation of WORKS. They include
Greenbrier, Mercer, Monroe, Nicholas, Pocahontas, Tyler, Wetzel, Wayne, and Wood. The
46 non-WORKS counties are divided into four groups, each of which will be phased into the
WORKS program by January 1998. The counties with the largest caseloads are scheduled to be
included first. The gradual phasing in of the program allows for costs to be absorbed and
organizational changes to take place more easily.

One important difference under WORKS is eligibility determination. Table 1 illustrates
some of the common and different provisions between non-WORKS and WORKS counties. The
asset limits are higher under WORKS. This can result in some individuals to be eligible for
WORKS that would not have been eligible for AFDC. However, more income is included in
determining eligibility, particularly SSI income. The inclusion of SSI has caused some who were
formerly eligible to become ineligible under WORKS. The Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 redefines children’s disability under SSI, which will take
some off of SSI and make them eligible for cash assistance under WORKS.

Another difference under WORKS is caseload management. WORKS staff caseload will
be established at a ratio of no more than 100 cases per staff position. This is drastically reduced
from pre-reform levels. Staff will have the opportunity to work more closely with families. The
agency indicated that 18 new people were hired to implement WORKS in the pilot counties. Nine
were strictly for WORKS and nine were hired to replace people who transferred from within the
agency. The total cost was $422,499. As WORKS is implemented Statewide, additional workers
will be needed. If the same ratio of workers and expenditures holds for the remaining 46
counties, then 92 new staff will be needed at a cost of $2.2 million.

18 WV WORKS Program November 1997



Table 1
Eligibility Requirements

Provision TANF 46 COUNTIES WV WORKS 9 COUNTIES
Assets $1,000 assets limit per case $2,000 asset limit per case
1 vehicle excluded regardless of value
Vehicle $1,500 equity value
All income counted except the Earned
Income Tax Credit, Tax refunds,
Income Income counted in accordance with reimbursements and income excluded
AFDC State Plan by federal law. SSI payments are
counted
Personal Responsibility
Contract No Provision Required

Benefit Time Limit

60 months lifetime limit

60 months lifetime limit

Work Requirements

Work required once individual has
received assistance for 24 months

Work required once individual has
received assistance for 24 months

Marriage Incentive

No Provision

10% increase on monthly cash
assistance for married couples

Prohibition of payments to
individuals convicted of drug
felonies

Provision Applies

Provision Applies

November 1997

WV WORKS Program
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Section 2

WORKS Pilot Counties Are a Good Representation of the State

Senate Bill 430 required the selection of the pilot counties to fairly represent both rural and
urban areas. The program was also to include a minimum of 15% of the state population that
qualified for AFDC. These requirements were met in the selection process. The AFDC caseload
for the pilot counties was 15.4% of the Statewide total at the start of 1996, as indicated in Figure 1.

Figure 1
AFDC Cases: January 1996

The rural and urban composition of WORKS county population was very similar to the
Statewide averages and the non-WORKS counties. Table 2 reports economic variables for the pilot
counties, and a comparison of pilot county averages with State averages and non-WORKS averages.
The unemployment rate in the pilot counties was less than the State average and non-WORKS
counties by about one percentage point in 1996. The average county population was very close for
the State, WORKS counties and non-WORKS counties.

A comparison was also made of caseload statistics as of January 1996. For example, the
percent of AFDC cases with single female head of household were virtually identical. These
statistics and others along with a detailed discussion are contained in Appendix D. According to this
analysis, the WORKS pilot counties provide a good economic and demographic cross-section of the
rest of the State.

22 WV WORKS Program November
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Table 2

Economic and Demographic Comparison

Unemployment Total Urban % of | Rural % of | Per Capita
County Rate: 1996 Population: | Population: |Population: Income:
Average 1990 Census | 1990 Census [1990 Census| 1990 Census
(Greenbrier 8.6% 34,693 18.4% 81.6% $16,747
IMercer 5.2% 64,980 30.5% 69.5% | $17,607
[Monroe 6.0% 12,406 0.0% 100.0% | $13,466
[Nicholas 10.9% 26,775 20.7% 79.3% $13,685
Pocahontas 13.0% 9,008 0.0% 100.0% $15,873
Tyler 7.4% 9,796 9.3% 90.7% $13,466
Wayne 7.2% 41,636 28.9% 71.1% $13,611
Wetzel 10.0% 19,258 44.7% 55.3% $16,500
Wood 6.0% 86,915 65.9% 34.1% $19,573
State Average 9.1% 32,609 36.1% 63.9% $15,416
WORKS
ICounty 8.3% 33,941 36.2% 63.8% $15,614
Average
on-WORKS
‘Eounty 9.2% 32,348 36.1% 63.9% $15,377
verage
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Section 3

Caveats to the WORKS Program Evaluation

There are important caveats to the analysis of the West Virginia WORKS project which
must be discussed in order to properly interpret the results of the project. One caveat is the time
required to implement WORKS. The new program was first implemented in nine pilot counties
in January of 1997. In order to implement the program, the pilot counties had to convert each of
their existing AFDC cases to WORKS, along with any new cases they received. The actual
conversion of existing cases involved first determining if individuals still qualified for cash
assistance under the new rules. Recipients who previously were receiving AFDC prior to the
beginning of WORKS had to visit the county office to be reevaluated. Persons who qualified for
the WORKS program went through an orientation session explaining the new requirements.
Counties accomplished this through individual or group sessions. The conversion process resulted
in a gradual phase in of the WORKS program of each county’s total caseload. Overall, the
conversion process took five to six months to convert a county’s total caseload to WORKS.
Consequently, the evaluation of WORKS cannot measure the complete impact of the program
because only a portion of the cases operated under WORKS for the first eight months of the
program.

Table 3 below documents the number of existing cases in January 1997. During the
months of January through July 1997, 493 new cases entered the system adding to the number of
cases to be converted.

Table 3
Existing AFDC Cases Prior to
Conversion
County Existing

Cases, Jan.
1997
(Greenbrier 387
“Mercer 1266
"Monroe 107
INicholas 539

IPocahontas 78

Tyler 170
'Wayne 772
Wetzel 336
Wood 1215
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The conversion of one case according to one community service manager could take up
to 2 ¥ hours, allowing an individual worker to convert only three cases per day. In addition to
the completion of the orientation session, applicants must also sign a Personal Responsibility
Contract, and immediately register with the Employment Security Division of the Bureau of
Employment Programs. The Personal Responsibility Contract basically states, that the individual
signing it understands that becoming employed is the overall goal of this program and that the
individual will move to become employed and self-sufficient. In addition, the client promises to
take care of any dependent children and keep them in school. Qualifying residents have two years
to participate in a work activity or face the loss of eligibility for cash assistance. During this time
they may be enrolled in a Community Work Experience Program (CWEP) or subsidized
employment program if they are unable to find unsubsidized work. There is a 60 month lifetime
limit to receive cash benefits for all persons physically able to work.

As indicated by Table 4, the percentage of AFDC cases converted to WORKS was low
during the first month. The percentage of cases converted by each of the 9 counties ranged from
0.3% to a high of 17.8%. During February and March, the rates leveled off somewhat. However,
at the end of March, most counties had more than half their cases converted to WORKS. Wood
County continually lagged behind in the conversion with only 36% of the cases being converted
at the end of June 1997 while the other eight counties had converted 95% or more.

Table 4
Rate of Conversion of AFDC Cases to WV WORKS
County Jan 1997 | Feb 1997 | Mar 1997 | April 1997 | May 1997 | June 1997
IGreenbrier 16.5% 42.6% 67.1% 95.4% 97.9% 100.0%
Mercer 8.0% 33.2% 68.9% 93.2% 98.8% 99.4%
IMonroe 17.8% 39.7% 64.7% 94.8% 96.5% 95.7%
”Nicholas 9.8% 31.1% 64.2% 92.3% 99.3% 98.8%
IPocahontas 15.2% 35.0% 64.7% 97.7% 100.0% 100.0%
Tyler 6.7% 29.1% 52.9% 72.7% 92.9% 100.0%
Wayne 3.2% 16.0% 45.1% 65.9% 91.4% 96.7%
Wetzel 11.3% 32.1% 50.8% 85.1% 93.0% 100.0%
Wood 0.3% 5.0% 11.6% 18.8% 24.8% 36.5%

Interviews with personnel from each of the districts involved in the pilot program indicated
that several factors affected the conversion process. One of these factors is the computer systems
currently in use by DHHR staff. Entries may have to be made in up to three systems. Data
maintained in one system called the C-219 allows the department to write checks and automatically
write correspondence to clients. Data is also entered into the Work Information System (WIS)
which tracks persons registered to work or train. During the conversion to WORKS, some of the
offices in these districts were undergoing conversion to the RAPIDS computer system for their
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non-AFDC cases. The RAPIDS system is used under WORKS for data related to Food Stamps
and Medical Card recipients. Workers must also maintain manual records for each individual
client. WORKS records are maintained separately from other social services records.

Many of the workers now assigned to the WORKS program were either experienced in
Income Maintenance or Work and Training. Under WORKS, a worker had to be knowledgeable
in both areas of the welfare system. One Community Service Manager indicated that workers
required two months of intense training to understand the amount of policy each worker must
know. However, only one week or less of training was provided prior to the beginning of the
conversion process. Some offices were also understaffed according to staff interviewed. The
problems of multiple computer systems, inexperienced personnel, new rules and regulations, a
manual application process and understaffing slowed the process. All of these factors affected
Wood County according to personnel interviewed, especially the understaffing resulting in only
36.5% of the cases being converted by June 1997.

Because of the task of converting cases to WORKS, the complete impact of the program
cannot be measured. Persons whose cases had not been converted to WORKS during this time
period were subject to the Federal TANF rules but not the WORKS changes. Those cases which
were converted had only a few months under WORKS. This may not provide enough time to
effect measurable change. Furthermore, any measurable impact may not be complete because of
the small number of months to measure. Although the study shows some positive results under
the pilot project, the improvements could increase over time, although the cases will become more
difficult as well. Additional months of operation will be needed to allow trends to develop which
will provide a better picture of how well the program is operating. Moreover, it was not within
the scope of this study to measure the specific behavior of caseworkers to determine the exact
impact on recipients obtaining employment. Although the Personal Responsibility Contract
implies initiative on the recipients, some caseworkers may play more of a role in placements than
others.

Finally, it was beyond the scope of the study to calculate the federal participation rate
which requires DHHR to have 30% of all families receiving temporary assistance to be working
20 hours a week, and 75% of two-parent families working 35 hours a week. There are other work
components, training and education components that can count in calculating the participation rate.
However, data limitation prevented the total participation rate from being calculated. At the time
of the study, DHHR did not have available all of the components.
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Section 4

Employment Placements Under the WORKS Program

The passage of Senate Bill 430 of the 1997 Legislative session required the Performance
Evaluation and Research Division, within the Legislative Auditor’s Office, to undertake a
statistical study of the West Virginia WORKS program as implemented under a pilot project by
the Department of Health and Human Resources.* The primary interest of the legislative study
is to evaluate the rate at which participants in the WORKS pilot program move to each of the
following three work categories:

¢ Unsubsidized Employment Employment provided by an employer who does not
receive a subsidy.

L4 Subsidized Employment Employment in which a portion of the recipient’s
earnings are subsidized by the state to the employer.

¢ Work Experience Work experience involves recipients working a
certain number of hours for their welfare benefits to
gain work experience.

Unsubsidized Employment Increased by 42% for Eight of

the Nine Counties
(e e e ]

Table 5 presents the total number of unsubsidized employment placements over the first
eight months of 1997 under WORKS, and the first eight months of 1996 prior to WORKS. As
Table 5 indicates, unsubsidized employment placements increased substantially, but results varied
widely. Five counties, Mercer, Nicholas, Pocahontas, Wayne and Wetzel showed sizeable
gains over the same period of the previous year. Three counties, Greenbrier, Monroe and Tyler
showed little or no change, while Wood County had a large drop in the number of employment
placements. The low job placements for Wood County were statistically significant, indicating
that they were unusually low compared to the pre-WORKS period. However, this does not mean
that the WORKS program caused the drop in employment placements in Wood County, only that
the drop occurred during the WORKS period. DHHR indicated that Wood County experienced
personnel problems that significantly hindered its performance. Therefore, Wood County presents

SB 430 mandates a study of outcomes of welfare reform. See Appendix A for an excerpt from the bill.
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a distortion in measuring the impact from WORKS since it is not clear what would have occurred
in Wood County if there were no staffing problems. It is possible that employment placements
could have increased or decreased, or showed no change. As a result, including Wood County
would understate the impact of the WORKS program, but excluding it could be overstating the
WORKS impact depending on what would have occurred under normal circumstances.” With this
caveat, the study reports employment placements with and without Wood County. Table 5 reports
unsubsidized employment placements. When Wood County is included, the pilot counties
experienced an 11% increase in job placements, while excluding Wood County shows a 42% job
placement increase. Because of relatively small caseloads, counties such as Monroe, Pocahontas,
and Tyler will show large percentage changes even though the absolute change is relatively small.

The types of part-time or full-time jobs obtained by recipients vary, but most are in
clerical, sales, and service occupations. The wage scale range from minimum wage to nine
dollars an hour. However, most of the jobs are in the five dollar an hour range.

Table 5
Unsubsidized Employment Placements
PRE-WORKS WORKS
January - August January - August Difference Percentage
1996 1997 1997 minus 1996 Change
Greenbrier 95 95 0 0.0%
Mercer 207 254 47 22.7%
Monroe 16 15 -1 -6.3%
Nicholas 90 161 71 78.8%
Pocahontas 6 23 17 283.3%
Tyler 18 20 2 11.1%
Wayne 63 116 53 84.1%
Wetzel 33 65 32 97.0%
Wood 225 87 -138 -61.3%
Totals 753 836 +83 11.0%
Totals Excluding
Wood County 528 749 +221 41.9%
Source: Department of Health and Human Resources, Work Information System (WIS) Reports for selected
months.

3 For example, if employment placements increased by 20% in Wood County for the first eight months of 1997,
then the percentage growth in employment placements for all nine counties would have been 26%.
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Table 6 compares employment over the last five years using the first eight months of each
year. The data shows a downward trend during 1995 and 1996, with 1997 representing a sharp
upturn. Although the data includes only the first eight months of each year, the downward trend
in 1995 and 1996 occurred for a full calendar year. A similar table in Appendix B shows
employment for the entire calendar year from 1993 to 1996. Employment was up by 11.7% in
1994, then dropped by 15.7% in 1995 and by 10.6% in 1996. When Wood County is excluded
from the calculations, job placement growth was less in 1994 and 1995 and improved somewhat
in 1996. However, the eight counties had job placement growth from 1.9% to 41.9% from 1996
to 1997.

Table 6
Unsubsidized Employment Placements
Total Placements & Percentage Change Over
the First Eight Months of Each Year
Jan. - Aug. Jan. - Aug. Jan. - Aug. Jan. - Aug. Jan. - Aug.
1993 1994 1995 1996 1997

Greenbrier 129 103 117 95 95
Mercer 173 223 172 207 254
Monroe 36 28 20 16 15
Nicholas 95 132 124 90 161
Pocahontas 18 17 19 6 23
Tyler 11 22 10 18 20
Wayne 88 67 42 63 116
Wetzel 49 52 14 33 65
Wood 241 289 276 225 87

Total 840 933 794 753 836
Percentage
Change na 11.1% -14.9% -5.2% 11.0%
Percentage
Change na 7.5% -19.6% 1.9% 41.9%
Excluding
Wood County
Source: Department of Health and Human Resources, Work Information System (WIS) Reports for

selected months.
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Are Employment Gains Caused by WORKS or by the Economy?

The obvious question is “Would the employment gains still have occurred without the
WORKS program?” In order to answer this question, regression analysis was performed on
monthly unsubsidized employment placements from January 1993 through August 1997. The
unemployment rate for each county was included to control for economic influences on
employment placements. Another variable was included to determine if there was a statistically
significant difference between job placements during the months under WORKS (January 1997
to August 1997) and the months under the old welfare system (January 1993 to December 1996).

WORKS Had an Impact on Unsubsidized Employment in

Some Pilot Counties
X000

The results of the regression analysis are reported in Table 7. For Mercer, Nicholas,
Pocahontas, Wayne, and Wetzel counties, gains in employment placements can be attributed to
the WORKS program after controlling for economic influences. No statistical difference in job
placements was found in Greenbrier, Monroe or Tyler counties, while Wood County had on
average 136 fewer jobs for the WORKS period compared to pre-WORKS.

Table 7
Impact on Unsubsidized Employment
From WORKS Program
Monthly Average Difference in Job
Placements Under WORKS vs.
Counties Pre-WORKS
Mercer 64 more job placements
Nicholas 48 more job placements
Pocahontas 8 more job placements
Wayne 56 more job placements
Wetzel 24 more job placements
Greenbrier No Change
Monroe No Change
Tyler No Change
Wood 136 Less job placements
- ] 3
The impact from WORKS was

Employment Placements May Be More a Function of  tatistically significant at the 95% confidence

Agency Effort Than Economic Conditions interval for those counties with a positive or
-
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negative impact. The unemployment rate was not significant in any of the regressions at the 95%
confidence interval, and in only one county (Nicholas) the unemployment rate was significant at
the 90% confidence interval. The lack of correlation is also revealed in the fact that despite a
declining unemployment rate in every county since 1994, there was a two year decline in
unsubsidized employment placements. This suggests that employment placements may be
determined more by recipient and agency efforts than by economic conditions. This contention
is supported in that the JOBS program by legislative intent was more an education and training
program than an employment program. Furthermore, economic conditions are not significantly
different in 1997 than in 1995 and 1996 as measured by the unemployment rates. In most
counties, unemployment rates have been steady over the last two or three years. However, the
greater work emphasis under WORKS has resulted in sharp increases in job placements in some
pilot counties. [The regression models for the analysis above are illustrated in Appendix C.]

Large Gains Occurred in Work Experience Placements But
Some May Not Count Towards the Federal Participation Rate

Work experience placements, or the Community Work Experience Program (CWEP),
increased by 70% under WORKS (96% excluding Wood County). Under CWEP, individuals
work at non-profit organizations or local

e 2OVETNMeEnt offices. The employer does not
The Work Experience Program resulted in Some pay the recipient, instead recipients work for
Recipients Working Below the Minimum Wage Which ~ their cash assistance to gain work experience.
Violates the Fair Labor Standards Act CWEP was utilized more frequently in most
e —— pilot counties during the first eight months of
1997 than during the same period of 1996.

Placements in the program had been declining in 1995 and 1996. Although large gains occurred
in CWEP placements, the structure of the program was not in compliance with the minimum wage
law through September of 1997. The U.S. Department of Labor has stated that programs like
CWEP must meet the minimum wage requirement and other Fair Labor Standards Act
requirements. Prior to WORKS, the number of hours worked in CWEP was determined by
dividing the minimum wage rate into the AFDC grant amount. This calculation determined the
number of hours a recipient could work and still be in compliance with federal minimum wage
laws. In most cases, the number of hours worked would not fulfill the federally required weekly
hours of work under welfare reform. Consequently, the agency changed the structure of CWEP
at the time WORKS was implemented in the pilot counties to require recipients to work 20 hours
a week for single parent families and 35 hours a week for two-parent families. This had the effect
of causing many recipients to work below the minimum wage rate. The agency indicated that an
emergency manual revision was released in October conforming the work experience program
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with the Fair Labor Standards Act. The effect of having CWEP conform with the Fair Labor
Standards Act could make it difficult for many CWEP placements to count towards the
federal participation rate because the weekly number of hours worked will be insufficient.
The federal participation rate requires 30% of all family recipients to work at least 20 hours a
week, and 75% of two-parent recipients to work 35 hours a week. States stand to lose federal
funding if participation rates are not met.

Table 8
Work Experience (CWEP) Placements
First Eight Months of 1997 Compared to First Eights Months of 1996
PRE-WORKS WORKS
January - August January - August Difference Percentage

1996 1997 1997 minus 1996 Change
Greenbrier 73 72 -1 -1.4%
Mercer 53 106 53 100.0%
Monroe 12 17 5 44.6%
Nicholas 62 87 25 40.3%
Pocahontas 6 7 1 16.7%
Tyler 15 67 52 346.7%
Wayne 47 117 70 148.9%
Wetzel 26 105 79 303.8%
Wood 66 35 -31 -47.0%
Totals 360 613 +253 70.3%
Totals Excluding
Wood County 294 578 +284 96.6%
Source: Department of Health and Human Resources, Work Information System (WIS) Reports for selected
months.

Table 9 shows that 1997 CWEP placements were in sharp contrast with previous years.
As in the case of unsubsidized employment, CWEP placements were also in decline in 1995 and
1996. However, the drop in 1996 was more pronounced for CWEP placements, declining by
37%. This resulted in a large rebound in 1997 from a relatively low level in 1996.

Regression analysis shows that CWEP placements are not correlated with the
unemployment rate. Furthermore, despite the large increase in CWEP placements in 1997, only
two counties had statistically significant improvements compared to past use of CWEP positions,
Tyler and Wetzel counties. Tyler County had six more CWEP placements per month than in
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previous years, and Wetzel County had eight more per month. Although Mercer, Nicholas, and
Wayne counties had large gains over 1996, their CWEP placements in 1997 were typical to past
performance. When Wood County is excluded, the placement growth rates do not change
significantly from 1994 through 1996. However, there is a larger difference for 1997.

Table 9
Work Experience (CWEP) Placements from 1993 - 1997
First Eight Months of Each Year
Jan. - Aug. Jan. - Aug. Jan. - Aug. Jan. - Aug. Jan. - Aug.
1993 1994 1995 1996 1997

Greenbrier 46 104 78 73 72
Mercer 132 126 80 53 106
Monroe 15 23 15 12 17
Nicholas 74 86 83 62 87
Pocahontas 9 14 13 6 7
Tyler 14 16 27 15 67
Wayne 112 140 114 47 117
Wetzel 48 41 53 26 105
Wood 140 126 108 66 35

Total 590 676 571 360 613
Percentage
Change na 14.6% -15.5% -37.0% 70.3%
Percentage
Change
Excluding na 22.2% -15.8% -36.5% 96.6%
Wood County
Source: Department of Health and Human Resources, Work Information System (WIS) Reports for

selected months.

Subsidized Employment Was Rarely Used by Pilot Counties
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Subsidized employment is represented by the Employment Incentive Program (EIP) and
its precursor, the Jobs Training Partnership Act/On the Job Training (JTPA/OJT) program. EIP
is structured so that the state pays half of a welfare recipient’s salary paid by participating non-
profit organizations, and private or public sector employers. The employer is required to commit
to retaining the employee after the completion of the contract. An EIP contract can last for a
period of time between 200 and 600 hours, with a beginning hourly wage rate of $5.99 or more.
The goal of subsidized employment is for placements to become permanent, unsubsidized
positions.

This form of employment has not been greatly utilized by WORKS pilot counties, as
indicated by Table 10. DHHR statistics indicate that, as of August, only three WORKS counties
have placed recipients in EIP during 1997. Prior to 1997, only one county, Nicholas County,
appears to have made more than one EIP placement in any given month. The Nicholas County
DHHR Office made ten EIP placements in 1995, five in 1996, and one in 1997.

Table 10
Yearly Totals for Subsidized Employment Placements
1993 1994 1995 1996 1997

(Greenbrier 1 0 2 0 1
IMercer 1 0 1 0 2
[Monroe 0 1 0 0 0
[Nicholas 1 2 10 5 1
Pocahontas 0 0 0 0 0
Tyler 3 5 2 0 0
Wayne 3 1 1 0 0
Wetzel 16 10 1 2 0
Wood 0 0 0 0 0
Source: Department of Health and Human Resources, Work Information System (WIS) Reports for

selected months.
“Note: Subsidized employment placements prior to November 1994 were made under the JTPA/OJT

program. At that time the program was replaced by EIP. Totals for 1997 are for the period
_____covering January through August,

When examining the total number of subsidized employment placements at the end of each
month, another interesting trend is apparent. Wetzel County had as many as seven EIP contracts
in place at one point during 1993, with a total of 16 placements for the year. This same county
has not completed any EIP contracts during 1997 and only two placements were made in 1996.

34 WV WORKS Program November 1997



The WORKS program has had no positive impact on the number of subsidized
employment placements. The use of subsidized employment has been sporadic statewide for as
far back as this study goes. Three pilot counties (Greenbrier, Mercer, and Nicholas) have made
one or two placements in 1997, since the beginning of WORKS, but as of August, the other six
counties have not made an EIP placement this year.

The process of adapting to the WORKS program is a partial explanation for the infrequent
use of subsidized employment. Many WORKS caseworkers who transferred from other
Department of Health and Human Resources units, such as Income Maintenance, lack experience
in Work and Training and were initially unfamiliar with the use of subsidized employment
programs. Conversion of cases to WORKS has required much of the county offices staff time.

Also, federal participation requirements make many employers hesitant to hire a welfare
recipient under EIP. Since a recipient must work at least 20 to 35 hours per week, an employer
who wants someone to work only 20 hours per week may not want to commit to additional hours
of work. This problem also affects the ability to expand use of the CWEP program.

An EIP placement takes considerable time and effort for a caseworker since each placement
must be individually negotiated with an employer. Furthermore, unsubsidized placements are
preferable from the standpoint of the Department of Health and Human Resources. Since JTPA
funding for subsidized employment is now gone, TANF funds must be used. Therefore, for
budgetary reasons, an unsubsidized placement is more cost-effective and it is the ultimate goal of
WORKS. Employer incentives are available for unsubsidized placements as well as subsidized
placements. Even if an unsubsidized placement is made, an employer is still eligible for the Work
Opportunity Tax Credit which amounts to as much as $2,100 per year. WORKS caseworkers do
not have to make a more costly subsidized employment placement in order to provide an incentive
to hire welfare recipients.

EIP is utilized far less frequently than work experience programs. This may be attributable
to the nature of a subsidized employment placement. The goal of a subsidized position is to obtain
a permanent job. Once the subsidized position becomes permanent no other recipients can be
placed in that position. This is unlike CWEP, in which any number of recipients can eventually
be placed into the same position. Public agencies may also require a number of CWEP
placements at the same time. In many cases, caseworkers can place several recipients with the
same CWEP employer. Multiple unsubsidized employment placements can sometimes be made
with a single employer as well. The time-consuming process of arranging a single subsidized
placement is, therefore, frequently less practical than the alternatives.
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What Percent of Recipients are Participating in Employment?

Federal law requires States to meet certain participation rates or they stand to lose a portion
of federal funding. Under TANF, 30% of all families receiving AFDC in FY 1998 are required
to participate in a work activity, and 75% of two-parent families are required to be in work
activities. A list of work activities is located in Appendix C. Unsubsidized employment,
subsidized employment and work experience positions are among some of the work activities.

This analysis focuses only on the three work activities mentioned previously. It is not the
intent to calculate the participation rate including all work activities. However, this analysis does
examine if WORKS achieves a higher number of employment placements as a percent of all cases
that are required to be in work activities. Under WORKS and under the former JOBS program,
certain recipients are exempt from participating in work activities. The participation rate
calculation involves dividing the number of individuals in work activities by the number of
individuals required to be in work activities. This analysis makes this calculation only with
respect to unsubsidized employment, subsidized employment and work experience. The
calculations are shown below in Table 11.

Table 11
Unsubsidized Employment, Subsidized Employment and CWEP Positions
as A Percent of Cases with Work Requirements
(Monthly Average for Each Calendar Year)
1993 1994 1995 1996 1997*
{Greenbrier 10.2% 11.8% 12.1% 12.5% 14.1%
[Mercer 4.7% 5.5% 4.9% 6.0% 10.7%
IMonroe 8.9% 9.3% 7.7% 11.6% 10.8%
INicholas 4.5% 5.6% 6.8% 5.6% 16.2%
Pocahontas 9.7% 11.4% 13.3% 9.8% 15.4%
[Tyler 3.3% 4.5% 4.3% 3.5% 14.7%
Wayne 6.8% 7.6% 6.8% 6.1% 10.9%
Wetzel 5.4% 4.9% 3.7% 3.6% 15.6%
Wood 6.0% 6.3% 6.7% 4.9% 2.6%
Source: Department of Health and Human Resources, Work Information System
(WIS) Reports for selected months and C-219 reports.
*Note; Figure o Janua rough Augy
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Section 5

Weltare Cases Dropped by Nearly 50%

Since the beginning of the West Virginia WORKS program in January 1997, the total
number of cash assistance cases has been roughly cut in half in each of the pilot counties. As
Table 12 illustrates, there was a 46.8% reduction in cash assistance cases in the pilot counties
when comparing totals for January 1997 and August 1997.

Table 12
Cash Assistance Cases for January & August of 1997
Pilot Total Cases: Total Cases: Change in Percent Change in
Counties January 1997 August 1997 Number of Cases Caseload
Greenbrier 387 166 -221 -57.1%
Mercer 1,266 646 -620 -49.0%
Monroe 107 46 -61 -57.0%
Nicholas 539 237 -302 -56.0%
Pocahontas 78 34 -44 -56.4%
Tyler 170 92 -83 -45.9%
Wayne 820 430 -390 -47.6%
Wetzel 336 155 -181 -53.9%
Wood 1,215 858 -357 -29.4%
Total 4,918 2,616 -2,302 ~46.8%

Caseload Reductions have Stabilized at Current Levels

It appears that the decline in caseload has slowed as of July and August. Wood County has
not completed converting all of its cases over to WORKS. Therefore, Wood County will likely
see its caseload drop further as it converts its cases to WORKS completely. Figure 2 shows total
and net case closures. During the period from January 1997 to April 1997, at the beginning of
the program’s implementation, a larger number of cash assistance cases were closed than in the
following months. The peak number of closures occurred in February when 802 cases were
closed. By May 1997, most existing cases had been converted to WORKS and, therefore, the
number of case closures in the pilot counties decreased dramatically. In Mercer and Wayne
counties, total cases increased slightly in July and August, while Monroe and Nicholas counties
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had cases increase slightly in August. When new cases are subtracted from closed cases, the
results are net case closures. By August, new cases exceeded closed cases by 11. Overall, the
case reduction appears to be stabilizing in the pilot counties with the exception of Wood County.

Figure 2

Total & Net Case Closures
Net Case Closures Equal Closed Cases less New Cases
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Were Case Closures Related to WORKS or the Economy?

Regression analysis shows that there was a downward trend in AFDC cases from 1993
through 1997 for all pilot counties.® This is shown in Figure 3. The monthly average caseload
increased slightly in 1994, however, it began declining in 1995. By the end of 1996, the average
AFDC caseload dropped by nearly 800 cases over the three year period. The range of case
reduction was as low as five cases a year in Pocahontas County to seven cases a month in Mercer
County. However, under WORKS, the average caseload dropped by 1,855 in eight months. The
unemployment rate was shown to be influential in AFDC case levels in all counties except
Pocahontas.” In Mercer County, 55 AFDC cases were associated with every 1% in the
unemployment rate. With economic conditions represented by the unemployment rate, regression
analysis shows that the average caseload under the first eight months of WORKS was substantially
lower than the average caseload for the 1993-1996 period. The difference was statistically
significant for every county at the 95% confidence interval, indicating that WORKS was a primary

% The trend variable was statistically significant at the 95% confidence interval for all counties except Tyler and
Wayne which were significant at the 90% confidence interval.

? Wayne county’s unemployment rate was significant at the 90% confidence interval.

40 WV WORKS Program November 1997



factor in the large caseload reduction during 1997.

Figure 3
Monthly Average AFDC/U Caseloads
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Why Have Cash Assistance Cases Declined?

The dramatic decrease in the number of cases was caused by a number of factors. The

major factors include the following.

¢
¢

Employment Placements were an estimated 25% of the total case reduction.
Recipients chose not to participate in 25% of the case closures. Recipients either
requested to be taken off the welfare rolls, they did not appear in the office to complete
paperwork, or they would not comply with the new requirements. Discussions with
WORKS staff indicated that recipients chose to have their case closed for a variety of
reasons, some of which included wanting to save as much of their five-year benefit limit
for a more serious need, they were working secretly while collecting welfare, or they did
not want to report an absent parent for child support.

New eligibility requirements made many recipients ineligible. The inclusion of
Supplemental Security Income (SSI) and step-parent’s income were major changes in
eligibility determination. West Virginia is one of five States (Alabama, Arizona, Florida
and Wisconsin) that includes SSI income in determining eligibility. Including this income
has caused some West Virginia residents to apply for welfare in Virginia. Forty-eight new
cases from West Virginia were opened in Virginia’s western border counties due to the
inclusion of SSI income under WORKS. The exact number of case closures resulting from
new eligibility requirements is not known because of limitations in the data. Closures due
to the inclusion of SSI income are estimated to be between 10% and 20% based on DHHR
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hand-counts for five of the first eight months of 1997.

The majority of case closures were cases that did not have a work requirement under the

old welfare system. This is indicated in Figure 4. These types of cases dropped by 70% and
represented 60% of the total number of cases
T
closed. The bulk of these cases were closed

The Remaining Cases Will Present a Challengetothe 05166 of SST income, customers requesting to
M_ have their case closed, or lack of compliance.
As previously stated, many cases have been

closed because of ineligibility, some did not want to comply, or some could do without welfare
at the time. With these types of cases eliminated from the rolls, the Department of Health and
Human Resources is left with cases that will prove more difficult to reduce through encouraging

self-sufficiency.

Figure 4

Cases Without a Work Requirement

70.2% Drop

Number of Cases
Thousands

January 1997 August 1997
Month/Y ear

Figure 5 shows major categories for case closures. The C-219 data system has numerous
case closure categories that a caseworker can use to indicate the reason for a case being closed.
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Figure §

Reasons for Case Closures: 1997

Source: C-219 Data

Customer Request Failure to Comply or Appear
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Given that there were 836 employment placements during the first eight months of 1997,
and there were 3,111 cases closed, employment was about 27% of case closures. This is an
approximation, the percent is likely lower because not every employment placement would have
lead to a case being closed, especially if the job was part-time work. The exact number cannot
be determined from the C-219 data system because there is no category for cases closed due to
employment. It is likely that employment closures are recorded in the Excess Income category.
However, this category could include other types of case closures.

Other major categories include Customer Request, Failure to Comply, and Failure to
Appear. These reasons accounted for 25% of case closures. Customer request simply means that
a recipient expressed the desire to have his or her case closed. Possible reasons for requesting
case closure were previously cited as they were already working while receiving AFDC, they did
not want to report an absent parent for child support, or they simply did not wish to participate
in the WORKS program. The actual reason for the request is not known. Failure to comply or
failure to appear could mean, for example, that a recipient failed to provide necessary information
to approve their case or failed to come into the office when required.
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The Composition of the Cases Has Changed Under WORKS

As the number of cases has fallen, the composition of the caseload has changed. The most
important change has been the increase in the proportion of cases that require work activities.
Prior to WORKS only 46% of the cases had
——————————— 01k requirements,” under WORKS the
Sixty Percent of Closed Cases did not have a Work percentage is 70 % (see graph on following
Requirement page). A majority (60%) of case closures
T —ere cases which did not have a work
requirement.  Single parents (primarily
mothers) without a work requirement under the old welfare system dropped by 70% (from 1,483
cases to 447) under WORKS. These individuals either accepted the new work requirements,
found work, or refused to participate in the program. Proportionally, the greatest decline was
72% (from 1,059 to 294) of cases involving cases where children were determined eligible without
including a parents income. Under the old guidelines if a parent was receiving SSI income, it
would not be included in determining if a child was eligible for AFDC. Also, if a step-parent was
involved, his or her income was not included. However, under WORKS, SSI income is included
and step-parents are considered a part of the family unit, therefore, their income is included. The
inclusion of SSI income and step-parent income resulted in a large number of cases being
ineligible for cash assistance.

Single mothers required to work were only one-third of the total caseload under the former
welfare system. Under WORKS the percentage is over half. Figures 6 and 7 on the following
page illustrate the large increase in the
——————crcentage of cases that require work and
Single Mothers Required to Work are Over 50% of the  those cases involving single mothers who are
Caseload, Compared to 32% Prior to WORKS required to work. One contributing factor is
———— that under the old welfare system, a single
mother was exempt from work requirements
if she was caring for a child three years of age or younger. Under WORKS, the work exemption
applies when the child is one year old or younger. With the greater emphasis of getting these
individuals to work, the agency may have to provide greater resources in the area of day care or
transportation expenditures.
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Figure 6
Single Mothers Required to Work

As a Percont of Cash Assistance Cases

Othar Cases 1,276

December 1996 August 1997

Figure 7

Cases With Work Requirement

As a Percentage of Cash Assistance Cases

December 1996 August 1997
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Expenditures on Welfare and Food Stamps Could Drop 33% to 55%

The total amount expended on AFDC and AFDC-U in fiscal year 1996 is reported in Table
13. Also, recipients who receive AFDC may be eligible for food stamps. The total amount
expended on food stamps to those on AFDC is also shown in Table 13.® However, food stamps
allotments are 100% federally funded, therefore, there should be no fiscal impact to the State.
These expenditures are expected to decline during fiscal year 1998 as the remaining counties
implement WORKS. To provide an estimate as to how much of a decline in public assistance
expenditures will occur, the assumption is made that case reductions will be similar to what was
experienced in the pilot counties.

Regression analysis was conducted on monthly AFDC caseload and AFDC expenditures
to determine the relationship between the two variables for each pilot county. The regression was
done in logarithms to show the percentage change in expenditures due to a percentage change in
AFDC caseload.” The results show that the elasticities range between 0.94% and 1.14%. This
means that for some counties a 1% change in AFDC cases will result in a change in AFDC
expenditures between 0.9% and 1.14%. Seven of the eight counties had elasticity values greater
than one. In general, for every 1% drop in AFDC cases, AFDC expenditures are expected to
drop by close to 1.1%.

Therefore, if the pattern of case reduction occurs for the remaining counties which will be

phased into WORKS, AFDC caseload could drop by 30% to 50% in fiscal year 1998 depending

on the rate in which cases are converted to

T TR WWORKSS and on economic conditions. The

The Cost Savings in the State’s Share of Welfare total amount expended on AFDC and AFDC-U

Expenditures Could be Between $8 millionto $14 (f51 the unemployed) in Fiscal 1996 was

___:.n_dhl"ﬂlﬂ_ $99,870,761. The Federal/State match was

approximately 75% federal and 25% State.

Expenditures for 1997 could not be used

because they exclude RAPIDS data.’® Without knowing the amount of cash assistance for 1997,

the figures cannot be estimated properly. However, if cash assistance is close to $100 million as

it was in 1996, the cost reductions could be $33 million to $55 million, with the State’s share
being $8.3 million to $13.8 million.

8 The figures for Food Stamps represent coupon allotments payments.

? Regression analysis using logarithms results in the calculation of the elasticity between two variables, which
simply means the percentage change in one variable due to a percentage change in the other.

0 The figures for 1996 also excludes RAPIDS data. However, it is not as much of a problem for fiscal 1996
because the RAPIDS conversion affected only the last four months of the data, and it is not likely to have been a
substantial impact because it was at the early stages of conversion and only a few counties were affected.
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Expenditure Amounts for Am%itl;}e; 3Public Assistance Food Stamps
State Fiscal Year 1996
Public Assistance Food
AFDC & AFDC-U Stamps
July 1995 8,433,832 9,293,916
August 8,544,485 9,347,216
September 8,539,712 9,413,568
October 8,494,684 9,715,920
November 8,369,076 9,590,357
December 8,294,296 9,276,663
January 1996 8,303,223 9,524,742
February 8,401,417 9,568,931
March 8,281,182 9,482,253
April 8,268,856 9,425,921
May 8,060,367 9,215,052
June 7,879,631 9,024,185
Totals 99,870,761 112,878,724
Source: Office of Audit, Research and Analysis, Department of Health and Human
Resource, C-219 data.

Although it is expected that the State will experience cost savings from case reductions,
there are additional costs the State will incur that must be considered. For example, as WORKS
is implemented Statewide, additional workers will be needed. The agency indicated that 18 new
people were hired to implement WORKS in the pilot counties. Nine were strictly for WORKS
and nine were hired to replace people who transferred from within the agency. The total cost was
$422,499. As WORKS is implemented Statewide, additional workers will be needed. If the same
ratio of workers and expenditures holds for the remaining 46 counties, then 92 new staff will be
needed at a cost of $2.2 million. Also, it is expected that to promote self-sufficiency to the more
difficult cases that remain, day-care expenditures and transportation subsidies will increase. See
Appendix E for day-care expenditures and transportation costs.

Table 14 shows the change in welfare expenditures under WORKS for the first eight
months of 1997 compared to the first eight months of 1996. As the figures indicate, total
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expenditures dropped by more than 35%.

Table 14
Total AFDC Expenditure & Public Assistance Food Stamps Expenditure
First Eight Months of 1997 Compared to First Eight Months of 1996
PA-Food PA-Food
AFDC AFDC Stamps Stamps
1996 1997 1996 1997

Greenbrier 694,166 377,957 768,762 428,812
Mercer 2,277,016 1,310,574 2,541,486 1,571,311
Monroe 186,301 105,903 199,358 122,382
Nicholas 1,155,958 590,819 1,363,053 701,084
Pocahontas 138,053 76,018 148,918 75,204
Tyler 316,823 213,856 368,773 268,620
Wayne 1,543,964 870,424 1,768,227 992,650
Wetzel 706,848 399,705 812,377 491,013
Wood 2,264,569 1,864,337 2,572,604 2,176,976

Totals 9,283,698 5,809,593 10,543,558 6,828,052
Percent
Change -37.4% -35.2%
Source: Office of Audit, Research and Analysis, Department of Health and Human

Resource, C-219 data.
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APPENDIX A

Excerpt from Senate Bill 430 (1997 Regular Session)
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5 [Enr. S. B. No. 430

ment of health and human resources;

(k) “Subsidized employment” means employment with
earnings provided by an employer who receives a subsidy
from the division for the creation and maintenance of the
employment position,

(1) “Support services” means, but is not limited to, the
following services: Child care; medicaid; transportation
assistance; information and referral; resource development
services which is assisting families to receive child support
enforcement and supplemental social security income;
family support services which is parenting, budgeting and
family planning; relocation assistance; and mentoring
services;

(m) “Unsubsidized employment” means employment
with earnings provided by an employer who does not
receive a subsidy from the division for the creation and
maintenance of the employment position;

(n) “Work” means unsubsidized employment, subsidized
employment, work experience or community or personal
development; and

(o) “Work experience” means unpaid structured work
activities that are provided in an environment where
performance expectations are similar to those existing in
unsubsidized employment and which provide training in
occupational areas that can realistically be expected to
lead to unsubsidized employment.

§9-9-4. Authorization for program.

00 =3 O U LY B b

9
10
11

(2) The secretary shall conduct the West Virginia works

program in accordance with this article and any applica- -

ble regulations promulgated by the secretary of the federal
department of health and human services in accordance
with federal block-grant funding or similar federal
funding stream. This program shall be implemented to
replace welfare assistance programs for at-risk families in
accordance with this article and within federal require-.

ments; to coordinate the transfer of all applicable state”

programs into the temporary assistance to needy families
West Virginia works program, to expend only the funds
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Enr. S. B. No. 430} 6
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13
14
15
16
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40
41
42
43
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50

appropriated by the Legislature to establish and operate
the program or any other funds available to the program
pursuant to any other provisions of the code or rules; to
establish administrative due process procedures for
revocation or termination proceecfings; and implement
such other procedures as may be necessary to accomplish

the purpose of this article.

(b) The secretary may establish the program as one or
more pilot projects to test the policy being evaluated. Any
pilot project so established is to be consistent with the
principles and goals set forth in this article. The secretary
shall determine the counties in which to implement the
provisions of this program, considering a fair representa-
tion of both rural and urban areas, and may vary the
program components to test the effectiveness, etliciency
and fiscal impact of each prior to statewide implementa-
tion. The secretary shall structure the initial pilot pro-
gram, or programs 1o include a minimum of fifteen
percent of the state population that qualifies for tempo-
rary assistance for needy families, or any successor
program. The pilot program shall eventually include a
minimum of fifteen percent of the participants eligible in
other categories, as funds are available.

(c) The West Virginia works program authorized pursu- .

ant to this act does not create an entitlement to that
program Or any services offered within that program,
unless entitlement is created pursuant to a federal law or
regulation. The West Virginia works program, and each
component of that program established by this act or the
expansion of any component established pursuant to
federal law or regulation, is subject to the annual appro-
priation of funds by the Legislature.

(d) Copies of all rules proposed by the secretary shall
also be filed with the legislative oversight commission on
health and human resources accountability established
pursuant to article twenty-nine-e, chapter sixteen of this

code.

(e) In conjunction with the performance evaluation of
the department of health and human resources scheduled
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7 [Enr. S. B. No. 430

during the interim of the Legislature in the year one
thousand nine hundred ninety-seven, the performance
evaluation and research division of the legislative audi-
tor’s office shall undertake a statistical study evaluating
the rates at which participants in the pilot program
established under this article move to unsubsidized
employment, subsidized employment and work experi-
ence, and report findings to the joint committee on
government operations not later than the thirtieth day of
October, one thousand nine hundred ninety-seven. The
performance evaluation and research division may review
and make recommendations with respect to the methodol-
ogy established by the secretary for evaluating the effec-
tiveness, efficiency and fiscal impact of the pilot project
“established pursuant to this section.

(f) Notwithstanding the provisions of subsection (b) of
this section, the secretary shall implement, not later than
the first day of January, one thousand nine hundred
ninety-eight, modifications to the temporary assistance to
needy families program so that the method of calculating
the amount of cash assistance for which a participant’s
family is eligible, including treatment of income and
assets, does not vary depending on the participant’s
county of residence: Provided, That nothing in this
subsection may be construed to require the expansion or
statewide implementation of the program created in this
article until such time as the effectiveness, efficiency and
fiscal impact of the program is tested and evaluated.

§Y-9-5. West Virginia works program fund.

There is hereby created a special account within the
state treasury to be known as the “West Virginia Works
Program Fund”. Expenditures from the fund shall be used
exclusively to meet the necessary expenditures of the
program, including wage reimbursements to participating
employers, temporary assistance to needy families,
employment-related child care payments, transportation
expenses and administrative costs directly associated with
the operation of the program. Moneys paid into the
account shall be from specific annual appropriations of

funds by the Legislature.
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APPENDIX B

Growth in Unsubsidized Employment and CWEP Positions
for the Entire Year.
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Unsubsidized Employment Placements
Total Placements & Percentage Change
(For All Twelve Months of Each Calendar Year)
1993 1994 1995 1996
Greenbrier 178 151 155 124
Mercer 260 322 267 278
Monroe 46 40 23 25
Nicholas 143 192 177 131
Pocahontas 25 27 26 11
Tyler 24 36 16 21
Wayne 122 90 79 98
Wetzel 67 79 30 41
Wood 358 429 378 300
Total 1223 1366 1151 1029
Percentage
Change na 11.7% -15.7% -10.6%
Source: Department of Health and Human Resources, Work Information System (WIS)
Reports for selected months.
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Work Experience Placements (CWEP)
Total Placements & Percentage Change
(For All Twelve Months of Each Calendar Year)
1993 1994 1995 1996
Greenbrier 88 155 109 107
Mercer 216 193 123 100
Monroe 28 34 22 24
Nicholas 117 119 133 95
Pocahontas 21 24 28 19
Tyler 18 19 36 24
Wayne 211 246 203 118
Wetzel 75 55 74 45
Wood 214 157 163 87
Total 988 1002 891 619
Percentage
Change na 1.4% -11.1% -30.5%
Source: Department of Health and Human Resources, Work Information System (WIS)
Reports for selected months.
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APPENDIX C

Regression Analysis on Employment Placements
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[WORKS Regression Equation: Dependent Variable=Unsubsidized Employment

[County Independent Variable|Regression T-Value R-Squared
Coefficient
IGreenbrier Intercept 14.64465 7.2026|R-Squared =0.023217
I Unemployment Rate -0.166101 -1.0583 (-)
l WORKS -1.318345|  -0.6058 (-)
lMercer Intercept 26.1472 5.3064|R-Squared =0.124771
Unemployment Rate -0.3948983 -0.5572 (-)
WORKS 7.735252 2.4026 (+)

[Monroe Intercept 1.467943 1.5514]|R-Squared=0.064940
Unemployment Rate 0.1709869 1.4644 (-)
WORKS -0.6039031 -0.7846 (-)

Nicholas Intercept 19.6061 5.141|R-Squared =0.167977
Unemployment Rate -0.4894792 -1.6764 (*)
WORKS 5.793037]  2.355 (+)

Pocahontas Intercept 0.8678517 1.048|R-Squared=0.091921
Unemployment Rate 6.999200e-02 1.2261 (-)
WORKS 1.384212| 2.3144 (+)

Tyler Intercept 3.624583 2.781|R-Squared =0.036003
Unemployment Rate -0.1879854 -1.2625 (-)
‘WORKS 0.2853068 0.3626 (-)

[Wayne Intercept 6.778029 1.6611|R-Squared=0.149630
Unemployment Rate 0.1552172 0.3314 ()
WORKS 6.707238]  2.9075 (+)

[Wetzel Intercept 6.767843 3.6527|R-Squared =0.165599
Unemployment Rate -0.1956403 -1.2511 (9
WORKS 3.247531|  2.6237 (+)

'Wood Intercept 19.58994 2.5795|R-Squared=0.355556
Unemployment Rate 1.473828 1.4654 (-)
WORKS -16.87626| -3.9981 (+)

[Note: (+) Variable is statistically significant at the .05 level; (*) Variable is statistically significant
at the .10 level; (<) Variable is not statistically significant at the .05 level. The WORKS
variable equals zero for the months of 1993 through 1996 and one for the first eight months
of 1997.
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APPENDIX D

Demographic Comparison of Pilot Counties to the Rest of the State, and
the Selection Process of the WORKS Pilot Counties
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Demographic Comparison of Pilot Counties to the Rest of the State

Senate Bill 430 required the selection of the pilot counties to fairly represent both rural and
urban areas. The program was also to include a minimum of fifteen percent of the state population
that qualified for TANF. According to this analysis, the pilot counties provide a good economic and
demographic cross-section of the rest of the State. A comparison of the average unemployment rates
in the pilot counties and the rest of the State shows that the average unemployment rate for the nine
WORKS counties is only slightly lower than that of the State as a whole, although three of the nine
pilot counties had average unemployment rates of at least 10%. Although the population size of each
of the pilot counties varies from under 10,000 to nearly 90,000, the average population of the
WORKS counties (33,941) is close to the State county average (32,609). A related factor, the
rural/urban makeup of each county’s population also corresponds closely to the State county average.
Two of the WORKS counties have no population located in urban areas, while one county has an
urban population of 65.9%.

Economic and Demographic Variables
County Unemployment Rate: | Total Population: Urban % of Rural % of Per Capita
1996 Average 1990 Census | Population: 1990 Population: Income: 1990
Census 1990 Census Census
IGreenbrier 8.6% 34,693 18.4% 81.6% $16,747
IMercer 5.2% 64,980 30.5% 69.5% $17,607
Monroe 6.0% 12,406 0.0% 100.0% $13,466
INicholas 10.9% 26,775 20.7% 79.3% $13,685
lPocahontas 13.0% 9,008 0.0% 100.0% $15,873
[Tyler 7.4% 9,796 9.3% 90.7% $13,466
‘Wayne 7.2% 41,636 28.9% 71.1% $13,611
Wetzel 10.0% 19,258 44.7% 55.3% $16,500
[Wood 6.0% 86,915 65.9% 34.1% $19,573
State Average 9.1% 32,609 36.1% 63.9% $15,416
'WORKS County 8.3% 33,941 36.2% 63.8% $15,614
Average
on-WORKS 9.2% 32,348 36.1% 63.9% $15,377
Iﬂt" Average

A comparison was also made on AFDC recipient characteristics. The percentage of public
assistance cases that are AFDC-U cases is lower among WORKS pilot counties than in the rest of
the State. Six of the nine pilot counties have a lower percentage than the State average of 14.1%,
bringing the pilot counties’ average down to 10.8%. Since AFDC-U cases represent those who
receive public assistance due to unemployment, this portion of the public assistance caseload has
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experience in the workforce. AFDC-U recipients should, therefore, be easier to place in employment
than AFDC cases. The nine pilot counties could, for this reason, experience greater difficulty placing
some recipients into employment than many of the non-WORKS counties. Twenty-three of the forty-
six non-WORKS counties had an average percentage of AFDC-U cases higher than the State average,
while the other twenty-three had a lower percentage than the State average.

When comparing the percentage of recipients who have been on public assistance for more
than one year, the pilot counties have a slightly higher proportion. The State average for those who
have been on public assistance for one year or less is 9.3% while the average for the WORKS
counties is 8.5%. The State averages for those who have been on public assistance for two or five
years are 4.9% and 13.9%, respectively. The two and five year averages for WORKS counties are
5.1% and 14.2%, respectively.

Caseload Variables: January 1996
County Percentage of | Percentage | Percentage | Percentage | Percentage | Percentage of
Cases Receiving | of Cases of Cases of Cases | Receiving Public
AFDC-U with a Receiving | Receiving Public Assistance
Single Public Public Assistance | Recipients with
Female Assistance | Assistance |for 5 Years | 12th Grade
Head of | for 1 Year |for 2 Years | or Less Education
Household or Less or Less
\Greenbrier 8.5% 61.1% 12.8% 5.2% 16.1% 46.9%
Mercer 11.9% 56.8% 9.3% 5.0% 12.4% 43.1%
[Monroe 7.9% 55.3% 8.8% 4.4% 15.8% 37.7%
"Nicholas 16.2% 62.0% 9.2% 4.7% 16.0% 56.2%
Pocahontas 4.8% 55.4% 7.2% 9.6% 19.3% 30.1%
Tyler 15.4% 62.6% 6.6% 4.9% 11.5% 55.5%
‘Wayne 9.7% 53.6% 8.4% 4.8% 12.4% 41.1%
Wetzel 16.1% 60.7% 4.8% 3.0% 11.6% 56.9%
Wood 6.2% 73.7% 9.7% 3.9% 12.5% 44.1%
State Average 14.1% 60.0% 9.3% 4.9% 13.9% 47.7%
WORKS County 10.8% 60.1% 8.5% 5.1% 14.2% 45.8%
Average
on-WORKS 14.7% 60.0% 9.4% 4.9% 13.9% 48.1%
|E !g;gn;y_ Average

Overall, the pilot counties compare well with the rest of the State. Any differences in
caseload demographics or economic conditions between WORKS and non-WORKS counties
appear to be minor and do not indicate the presence of selection bias. The potential challenges
facing welfare reform are at least as serious in the pilot counties as they are in the rest of the State.
Based on this analysis of the pilot counties, the results of the WORKS program in the nine
counties can be generalized to the rest of the State.
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The Selection of the Pilot Counties

On May 16, 1996, the Director of the Office of Family Support sent a memorandum to
all regional directors and community service managers requesting proposals to operate WORKS
pilot programs in one or more demonstration sites. Applications were due by June 7, 1996 and
could receive a score of up to 200 points. In order to apply, a site was required to have between
500 and 2,000 cases. Selection criteria also included having the involvement of community
organizations and private business. Staff commitment and involvement in the development of
proposals was also a consideration. Other elements in selecting sites included the availability of
resources, the unemployment rate, and geographic diversity. Eighteen districts submitted
proposals. Six reviewers identified six top proposals each. Case loads and unemployment rates
were examined to make the final selection.
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Department of Health and Human Resources Districts that Applied to Enter WORKS

Pilot Program

Districts Submitting Proposals

Districts Selected

Putnam

Mercer

Ohio

Wayne

Calhoun/Gilmer/Wirt

Wetzel/Tyler

Logan

Wood

Marshall

Nicholas

Roane/Jackson

Greenbrier/Monroe/Pocohontas

Mercer

Raleigh

Wayne

Fayette

Doddridge/Harrison

Wood

Wyoming

Berkeley

McDowell

Nicholas

Tyler/Wetzel

Greenbrier/Monroe/Pocohontas
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Appendix E

Day-Care Expenditures and Transportation Costs
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TANF Child Care Expenditures and Children Served January-August 1997

WORKS Counties Non-WORKS Counties

Expenditures | Children | Average Expenditures Children Average
Served Cost Per Served Cost Per
Child Child

$77,788.31 621 $125.26 $424,071.74 3,009 $140.93

$84,359.25 604 $139.67 $456,405.23 3,015 $151.38

$84,807.13 609 $139.26 $458,828.35 2,994 $153.25

$85,628.26 627 $136.57 $490,446.34 3,108 $157.80

$96,271.07 671 $143.47 $501,685.88 3,056 $164.16

$90,556.56 667 $135.77 $458,271.07 2,939 $155.93

$94,164.10 654 $143.98 $443,916.48 $162.37

647

Transportation Costs for January-August 1997
Program Expenditures Number Served Average Payment
WORKS $64,565.01 1,654 $39.04
Non-WORKS $649,286.02 14,920 $43.52
Total $713,851.03 16,574 $43.07
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