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Welfare reform shines a light on

work-force development challenges

David Campbell

In August 1996, Congress passed
sweeping reforms to the nation’s
welfare system, requiring most re-
cipients to work and placing a 5-
year limit on benefits. The Califor-
nia Communities Program at UC
Davis has been studying the
progress of welfare reform in six
California counties, and compar-
ing the state’s experience to na-
tional trends. Through more than
200 interviews and an extensive
literature review, we have found
that welfare reform is succeed-
-ing in reducing caseloads and

reinventing local social-service
bureaucracies. But these changes
must be joined with long-term job
creation and work-force develop-
ment strategies if they are to truly
reduce poverty. California’s wel-
fare reform policies and experi-
ences highlight the particular
challenges facing rural counties,
which generally have fewer staff
resources, a less-developed infra-
structure of nonprofit service or-
ganizations, and lower expecta-
tions about their ability to
implement major reforms.

Federal welfare reform, which re-
quires most welfare recipients to
work, is reshaping social services.
At the Butte Community Employ-
ment Center, which opened in
1998, resource specialist Anna
Uribe serves employers and job
seekers without regard to eligibil-
ity for any program.

t has been more than 3 years since

Congress passed the Personal Re-
sponsibility and Work Opportunity
Reconciliation Act of 1996, calling for
sweeping changes of the nation’s wel-
fare programs. Welfare reform ended
the entitlement to welfare cash-aid, re-
placing it with a system of time-limited
support that requires all nonexempt
participants to work or participate in
work-related activities. Aid recipients
face a 5-year lifetime limit on benefits,
and are sanctioned if they fail to com-
ply with work participation require-
ments. This new focus on job readiness
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is creating a clearer picture of the
work-force development challenges
facing California communities, par-
ticularly in rural areas.

Aided by a strong economy, wel-
fare caseloads nationally have de-
clined by nearly half since the legisla-
tion was passed in August 1996,
prompting prominent politicians to la-
bel welfare reform a success. Public
opinion is overwhelmingly favorable,
and most welfare administrators have

About this analysis

Data for this analysis are drawn pri-
marily from a comparative, longitu-
dinal study monitoring implemen-
tation of welfare reform in six
California counties: Butte, Kern,
Sacramento, San Diego, Tulare and
Ventura. Since February 1997, a
California Communities Program
research team has conducted more
than 200 interviews with welfare,
child-care and economic develop-
ment officials, elected leaders, direc-
tors of nonprofit organizations,
United Way representatives, com-
munity college administrators,
members of the business community,
leaders of faith-based organizations

jumped at the opportunity to bring
government social programs into
closer alignment with fundamental
public values: the importance of work,
self-discipline, and not getting “some-
thing for nothing.” Reflecting on
early welfare reform implementation
at the local level, two long-time stu-
dents of public administration state:
“We have never seen, or expected to
see, a period of so much and such
pervasive institutional change in so-

and others. We also draw on public
documents, published welfare reform
reports, administrative data, media ac-
counts and related information.

One purpose of our study is to
identify differences in urban and ru-
ral patterns, but the size and variety
of California counties makes this ex-
tremely difficult. For example, the
population of the six sample counties
was 5,887,200 people in 1998,
roughly equivalent to the combined
populations of Indiana, Tennessee,
Missouri and Washington. Their
combined welfare population in 1997
was 110,355 persons, as large as the
caseload in the entire state of Florida.
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While working at Butte County's Palermo
Farm, Tina Pacheco learns about crop pro-
duction, landscaping and the operation
and care of farm machinery.

cial programs” (Nathan and Gais
1999).

For the past 3 years the California
Communities Program at UC Davis
has been studying the nature of these
changes as they unfold in California
counties (see sidebar below). Like oth-
ers, we have found that welfare reform
is generating high levels of support
and optimism. But the story of welfare
reform’s impact on communities is far
from complete; nor is it a simple story
of policy “success.” Indeed, welfare re-
form is shining a light on work-force
development and job-creation chal-
lenges that are sure to preoccupy local
leaders for decades to come.

Welfare reform in California

California passed its own version of
welfare reform, called CalWORKs
(California Work Opportunity and Re-
sponsibility to Kids), in August 1997,
later than most other states. As a re-
sult, counties had limited time for
planning and had to rush to meet the
state’s implementation deadline in
January 1998, before program details
had been worked out. Local leaders
have been “building the plane while
flying it,” creating new partnerships

All but the most concentrated of
California counties (such as Los An-
geles and San Francisco) have some
rural features, although county
populations are usually quite large.
In this report “rural” refers to the 37
counties that the California Budget
Project (a nonprofit that conducts in-
dependent analyses of the state bud-
get) labels as either “rural” or “ru-
ral/city,” as opposed to the 21
counties they categorize as “urban”
or “suburban.” The rural/city cat-
egory includes counties like Kern
and Tulare, which have large cities
within them, but are heavily reliant
on agriculture. —D.C.
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on the run, designing required pro-
gram elements before complementary
elements have been fully thought out,
and granting front-line, social-service
agency staff greater discretion before
they are fully retrained.

The tasks counties face are daunt-
ing. These include reinventing the
welfare bureaucracy and community-
service delivery network around the
new emphasis on employment; ex-
panding support services such as child
care, transportation and life skills; and
developing new data-management
systems that identify client job readi-
ness and track work-related activities.
All this activity is taking place under
the pressure of tight federal timelines
for meeting work participation quo-
tas, and ever-evolving accountability
requirements.

Early outcomes in the state are
mixed. As of the 1998 to 1999 federal
fiscal year, California had met the
work participation rates required un-
der federal law, avoiding (at least for
now) the possibility of a hefty fiscal
sanction. Welfare caseloads declined
30% between August 1996 and March
1999, a much smaller reduction than in
most states (California is tied for 42nd
among the 50 states). While many re-
cipients are getting jobs, a good deal of
the decline can be attributed to a low
compliance rate. A CalWORKSs evalua-
tion by RAND, the Santa Monica-
based think tank, found that half or
more of recipients simply fail to show
up for scheduled activities, often re-
sulting in sanctions that take away the
adult portion of their family welfare
grant (RAND 1999). California is one
of a handful of states that chose not to
sanction the child portion of welfare
grants. Some observers believe this en-
courages noncompliance, since recipi-
ents who are sanctioned continue to
receive cash-aid for their children, do
not have to participate in work activities
and see their 5-year lifetime clock stop.

California counties initially feared
the effects of welfare reform on county
budgets, especially the prospect of in-
creased General Assistance obliga-
tions, the final safety net for people
not covered by other welfare pro-
grams. To date, however, welfare de-
partment budgets have actually

swelled dramatically. The reason is
that the county share of the state block
grant is based on 1994 caseload levels,
even though rolls have since declined
dramatically. Per-client budget alloca-
tions rose 25% from fiscal year 1998 to
1999 alone. In Kern County, the hu-
man services department budget in-
creased 51% due to increases in wel-
fare reform spending (with no new
county funds involved), while spend-
ing for cash-aid decreased $50 million
due to reduced rolls. In fact, welfare
departments are finding it hard to
spend their entire block-grant alloca-
tions. The California Budget Project re-
ports that in the current fiscal year
counties (on average) are on pace to
spend only half of their state allocations.

An issue of particular concern in
California is the effect welfare re-
form has had on children in mixed-
immigration-status families (those in
which there is at least one noncitizen
parent and at least one citizen child).
A recent Urban Institute report found
that the complex and sometimes com-
peting goals of immigration and wel-
fare policies often result in the denial
of benefits to many eligible children
(Fix and Zimmerman 1999). The au-
thors note that 27% of all California
children live in mixed-status families,
compared with an average of 9%
across the United States. Among all
California low-income families with
children, nearly one in three are mixed
status.

The experience of rural counties

Rural counties face particular chal-
lenges in meeting the requirements of
welfare reform (Garkovich and Irby
1998; Martin 1999). These include
weaker governance capacity, higher
rates of poverty, large numbers of sea-
sonal jobs, and a decline in resource-
based industries due to economic re-
structuring. Our research indicates
that rural counties face three major
governance challenges: (1) fewer staff
resources to manage systems change
of the magnitude required by welfare
reform; (2) a less vital set of large and
capable nonprofit service-delivery and
planning organizations to draw on for
support; and (3) a perception that they
lack control over their own political

Until now, a remarkably
buoyant civic spirit bas
marked welfare-reform
implementation.

and economic destinies, which can
translate into greater hesitancy to
launch major reform initiatives than
more “sophisticated” urban counties.
Caseloads have declined rapidly in
all California counties, but urban and
rural distinctions are evident. In our
six-county sample, the four “rural”
and “rural/city” Central Valley coun-
ties (Butte, Kern, Sacramento and
Tulare) lag behind the statewide aver-
age, and the two coastal “urban/sub-
urban” counties (San Diego and
Ventura) exceed it (fig. 1). A statewide
comparison by the California Budget
Project reveals that the 37 rural and
rural/city counties lagged 5% behind
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UC Cooperative Extension specialists
developed the Gateway to a Better
Life curriculum to help people make
the transition from welfare to work.
Topics include decision-making, job
interviews, parenting, money man-
agement, work behavior and sub-
stance abuse. Materials are in En-
glish and Spanish. For more
information, call (909) 787-5241; to
order, call (800) 994-8849.
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Fig. 1. Caseload decline comparisons in selected California counties,
April 1995-April 1999. Source: California Department of Social Services, TANF

Cashgrant cases.

the state average between 1995 and
1998, while urban/suburban counties
exceed the average by 1%. The only
national study of its type found that
rural county caseloads are declining
on pace with other areas (Rural Policy
Research Institute 1999), but without
the gains in labor-force participation
rates or the decline in the working-age
poverty rate experienced in urban areas.

As welfare rolls shrink and the
CalWORKSs population comes to in-
clude a higher percentage of “hard-to-
serve” clients, the rate of decline in
caseloads is slowing in all counties. As
this happens, the gap between
caseload reductions in the rural and
urban counties has begun to increase.
Between October 1998 and April 1999,
for example, urban/suburban counties
experienced an average caseload de-
cline of 5%, while rural counties
slowed dramatically to 1%. Among
our sample counties, the gap is par-
ticularly evident, with San Diego’s
caseload dropping 10% in the 6-month
period, and Kern'’s caseload essentially
remaining level.

Caseload reduction by itself is not
necessarily a good indicator either of
county program performance, or of
how well communities are meeting
goals related to family self-sufficiency
and reduction of poverty. A 1998 Cali-
fornia Legislative Analysts Office re-
port noted that improvements in client
“work readiness” would be a better

measure of program performance, but
no such data currently exist. Short of
that, it is difficult to sort out the re-
spective roles of county economic
health, pre-existing work readiness of
clients, and program performance in
achieving caseload reduction.
Another current unknown is
whether rural counties will in fact face
fiscal penalties for failing to meet
work-participation quotas. It was rela-
tively easy for lawmakers to write
these provisions into federal and state
law, but it will be much more difficult
to stick to them in the face of what is
sure to be persistent criticism of the
unfairness of penalizing economically
distressed counties and regions.
California-specific data on what is
happening to those who leave welfare
is not yet available, in large part due
to the difficulty all counties are having
in creating new client tracking sys-
tems. Welfare officials we interviewed
paint a picture not unlike the results of
a national “leavers” study conducted
by researchers from the Urban Insti-
tute (Loprest 1999). That report found
that half or more of those leaving wel-
fare are finding employment, but typi-
cally in low-wage, no-benefit jobs that
leave them struggling to make ends
meet. Average wages are in the $6.50-
per-hour range, far below the $8.36-
per-hour wage that RAND calculates
is necessary for a family of three in
California to become ineligible for
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cash aid (RAND 1999), and much less
than the $10- to $12-per-hour range
which many consider the minimum
for a living wage. Over one-third of
those surveyed by the Urban Institute
reported serious problems in provid-
ing their families with food, and 40%
indicated problems paying rent.

To our knowledge, no researchers
are currently tracking patterns of mi-
gration in relation to welfare reform.
Hypothetically, welfare reform could
either cause migration of rural wel-
fare-to-work participants to cities in
search of better employment opportu-
nities, or migration of those sanctioned
in cities to rural areas in search of
more affordable housing. Anecdotal
evidence from our interviews suggests
that out-migration from California’s
rural areas is occurring, often to loca-
tions outside the state. For example,
we have heard repeatedly that many
Hmong refugees living in rural parts
of the Central Valley have moved to
the Upper Midwest or North Carolina.
In Tulare County, where unemploy-
ment is in the double digits, both the
County Office of Education and the
Salvation Army run “train and trans-
port” programs that relocate recipients
to out-of-state job markets. The small-
scale Salvation Army program targets
urban areas with low unemployment
rates, such as Las Vegas and Salt Lake
City. The Tulare County MOVE (More
Opportunity for Viable Employment)
program supported the relocation of
130 families during the 9-month pe-
riod ending in June 1999, many to
meatpacking jobs in the Midwest.
Other evidence of out-migration
comes from Butte County officials,
who point to a marked decline in
public-school enrollments in the
county as evidence. They caution,
however, that recent business closings
may have as much to do with this as
welfare reform. While not in them-
selves conclusive, these examples sug-
gest that the topic of welfare reform-
related migration is ripe for more
focused empirical research to ascertain
actual patterns and their significance.

Workers and jobs

Until now, a remarkably buoyant
civic spirit has marked welfare-reform



implementation. In both rural and ur-
ban areas, community leaders report
an upsurge in civic conversation, and
a multiplicity of new partnerships.
These are fueled by a widely shared
desire to seize the opportunity to “fix
a broken system,” and reinvent the
work of welfare bureaucracies in
terms that are more satisfying to case-
workers, clients and taxpayers. These
partnerships also benefit from a rare
convergence of increased county
policy discretion at the same time that
program resources are expanding. As
an attempt to spur policy innovation
in an area long known for recalcitrance
and public divisiveness, welfare re-
form has clearly succeeded. But the
success is bounded within limits set by
economic circumstances and by the ca-
pacity of local service delivery systems
to puzzle their way through issues of
turf, jargon and control.

Two future scenarios are possible.
In the first, and less desirable, the em-
phasis would continue to be solely on
“work first” and on reducing case-
loads, with little concern for long-
term work-force development and
job-creation strategies. Most of the
“success” stories under welfare reform
will graduate from cash-aid only to
join the ranks of the working poor. In
addition, the current program could
create troubling inequities, since
CalWORKSs participants are eligible
for subsidized child care, job training,
community-service employment and
case management, while the rest of the
working poor are not.

Even more troubling is what could
happen to the individuals who do not
succeed under the “work first” ap-
proach. These include many individu-
als with disabilities, substance abuse
and mental health issues, and victims
of domestic violence. The good news
is that welfare reform is providing the
occasion for gathering clearer data on
the extent of these problems among lo-
cal populations. The bad news is that
adequate treatment programs are of-
ten unavailable. Even where they are
available, many of those most in need
of treatment programs are being sanc-
tioned for failing to participate in
CalWORKSs, and thus losing their eligi-
bility for funded services. Over time, it

is possible that the ranks
of these “hopeless” indi-
viduals will grow in lo-
cal areas, placing greater
burdens on the commu-
nity — particularly non-
governmental — safety
net.

For rural areas, a nar-
row focus on caseload
reduction would be par-
ticularly hazardous.
Over the past two de-
cades the trend has been
toward an increasingly
bifurcated economic re-
ality in which urban ar-
eas with strong indus-
trial clusters prosper
while rural areas suffer
by comparison. Our in-
terviews suggest that ru-
ral leaders increasingly
see their communities as
sites for employers
whose need for low-
wage, low-skilled work-
ers matches a local
work-force that is poorly
trained, and often lack-
ing English language
and basic math skills.
For example, one county
economic development
planner told us they make a special ef-
fort to identify firms like warehouse
distributors that are able to accommo-
date laborers without English or math
skills. However necessary such actions
may be in the short-run, they do not
constitute an adequate long-range
strategy.

A second, more hopeful scenario
can also be envisioned. In this scenario
local leaders adopt a long-haul per-
spective that emphasizes upgrading
the local work-force, cooperating on
regional economic development, and
improving indicators of child and fam-
ily well-being, such as the reduction of
poverty. The Workforce Investment
Act of 1998, less heralded than welfare
reform but of equal long-term impor-
tance, provides a framework for more
efficient and integrated delivery of job
training services for all local residents,
not just welfare recipients. Many
counties are capitalizing on welfare re-
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Above, Soil analysis is one of many skills Mai Lee
is learning at Butte County’s job-training farm.
Below, At the Northern California Food Service
and Baking School, Kandy Rodriguez is being
trained in all aspects of running a restaurant and
full-service bakery.
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Butte County’s On the Job Training pro-
gram assures Kathy Dabbs and all partici-
pants a job after they complete the train-
ing; employers pay half of the wages
during the training period.

form as an opportunity to start
building a more integrated work-
force development infrastructure.
For example, Butte County has built
a one-stop Community Employment
Center in Chico, which provides ser-
vices to all county residents regard-
less of whether they are receiving
welfare.

Better-integrated work-force de-
velopment efforts will only succeed
if local organizations can meaning-
fully collaborate, muting claims of
turf and ego and focusing on the par-
ticular needs of the local labor force.
One test will be the type of claims lo-
cal actors make on state and federal
officials. Historically, particular or-
ganizations seek deals that enhance
their own standing without reference
to broader community needs. More

helpful would be
to witness a uni-
fied set of local
stakeholders who
can petition
higher levels of
government for
the specific
changes in fund-
ing mechanisms
and other regula-
tions they need to
advance coopera-
tive goals.

A continuing
challenge over the
coming decades
will be to initiate
economic devel-
opment strategies
that are suited to
rural regions and
small town set-
tings. Rural areas
cannot use Silicon
Valley as the
model, nor
should they be
content as sites
for telemarketing
centers and ware-
houses. Models of
sustainable eco-
nomic develop-
ment that take advantage of the re-
source base to create value-added
approaches must be developed.

The question of how local commu-
nities can provide living-wage jobs, or
some combination of low-wage jobs
and subsidized public support, looms
large for the future. Rural communi-
ties have serious disadvantages on the
wage side, which are only partially
offset by advantages in terms of a
lower cost of living. Interestingly,
while welfare reform has proved a fi-
nancial windfall to county welfare de-
partments, it has not, as a rule, gener-
ated an increase in county government
employees. Many counties have con-
tinued downsizing, preferring to
outsource new hiring to private or
nonprofit contractors so that they are
not stuck with employees if future rev-
enues decline. Since government jobs
are one of the few stable sources of
middle-class jobs in many rural com-
munities, this trend appears to exacer-
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bate the labor market challenges al-
ready present.

Future in focus:
Opportunities and challenges

Welfare reform and related aspects
of policy devolution represent a sig-
nificant opportunity for counties to
advance beyond the weak-sister role
they have normally played within
American federalism. Currently, coun-
ties have increased both discretion and
funding, making it possible to design
and deliver programs that take unique
features of local labor markets and the
local work-force into account. For ru-
ral counties that continually struggle
to implement preset programs more
attuned to urban needs, this repre-
sents a significant opportunity. But
the work-force development and
job-creation challenges in rural areas
are substantial. To succeed in the
coming decades, they must build
upon the popularity of the new
“work first” emphasis in order to
create community support for long-
term public investments in educa-
tion, training and job creation.

D. Campbell is Director, California Com-
munities Program, Department of Human
and Community Development, UC Davis.
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