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Members of the Legislative Audit Committee:

This is the Fifth Annual Report in Berkeley Policy Associates’ evaluation of the Colorado
Works program. Part 1 of this report provides information regarding the Colorado Works
program, including expenditures, caseload trends, and the employment and earnings
characteristics of recipients, as well as the characteristics of returnees to Colorado Works.
Part 2 of this report focuses on four major barriers to self-sufficiency for participants in the
Colorado Works Program: mental health problems, substance abuse, insufficient usage of
the Earned Income Tax Credit, and lack of transportation. Part 2 also addresses issues
related to the cost-effectiveness of providing mental health and substance abuse services to
Colorado Works participants. The report presents our findings, recommendations, and the
responses of the Department of Human Services.
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Executive Summary

In this, the fifth and final year of the Colorado Works Program evaluation mandated in
Section 26-2-723, C.R.S., we identified the following significant findings:

e Between July 1997 and June 2003 the Colorado Works Basic Cash Assistance
(BCA) caseload decreased by about 46 percent, from 27,898 to 15,159. However,
after reaching a low of 11,347 cases in June 2000, the caseload increased by 34
percent in 2003. This caseload increase coincided with a significant downturn in the
state’s economy.

« Total Colorado Works Program spending declined during State Fiscal Year
(SFY) 2003 for the first time since the start of the program. The spending
decrease resulted primarily from less available funding from the federal Temporary
Assistance to Needy Families (TANF) block grant. The funding decrease, in
combination with the increased basic cash assistance caseload, resulted in lower
expenditures for supportive services for Colorado Works participants. For example,
payments for transportation and other supportive services fell by 12 percent, or $13.9
million, in SFY 2003.

« Overall, less than 1 percent (on average, 74 cases) of the average monthly adult-
headed caseload of 9,051 in SFY 2003 received cash assistance due to an
extension to the 60-month time limit. This is far below the 20 percent of the
caseload that can be granted extensions and allowed to continue receiving assistance
using federal TANF funds. More than two-thirds of the cases granted extensions in
Colorado have received them for disability-related reasons.

» Re-entry rates among Colorado Works leavers have been increasing for several
years. This means that more former recipients are returning to Colorado Works in
recent years than was the case in the first years of the Program. Findings from a
survey of former Colorado Works participants indicate that returnees to cash
assistance were more likely than working non-returnees to report employment
barriers in the areas of transportation, insufficient education and training, physical
and mental health problems, and a lack of jobs in their geographic areas.

« The recent economic slowdown appears to have had a significant impact on the
employment rate of recent Colorado Works leavers. The employment rate for
leavers in 2002 was 44 percent, compared to more than 50 percent for leavers in all
prior years of the program. Employment retention continues to be an issue for
Colorado Works leavers. Less than one-third are employed in all four quarters after
exit from Colorado Works.
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Among the significant findings resulting from our analyses of four major barriers to
participant self-sufficiency—mental health problems, substance abuse, insufficient usage
of the Earned Income Tax Credit (EITC), and lack of transportation—are:

Colorado Works participants often have difficulty achieving self-sufficiency due
to substance abuse problems or mental iliness. Almost one-fourth of respondents
in the 2003 Participant Survey indicated that a mental health problem had presented a
barrier to getting or keeping a job. One percent of respondents indicated substance
abuse was such a barrier. Our analysis of administrative data showed that almost one-
half of Colorado Works participants who received mental health services between
2000 and 2002 also had identified difficulties with substance abuse.

The counties have undertaken a variety of endeavors to assist Colorado Works
participants with mental illness or substance abuse problems. In particular, all 14
counties in the 2003 County Survey have processes for identifying Colorado Works
participants with mental health and substance abuse needs. If county respondents are
correct in their estimates, Colorado Works is identifying and serving more of its
participants with mental health and substance abuse problems than it did in 2000.

The Colorado Department of Human Services met the legislative mandate to
designate a nationally recognized screening instrument to identify substance
abuse and mental illness among Colorado Works participants and to provide
training to county staff on the use of this screening (Section 26-2-724, C.R.S.).
Similarly, the counties have met the mandate to utilize either this screening tool or
one they select to screen participants for substance abuse and mental illness.

Cost data on providing mental health and substance abuse screening, referral,
and assessment are very limited, precluding a thorough analysis of the cost-
effectiveness of these services. Numerous national and state analyses, however,
offer evidence that providing mental health and substance abuse services to TANF
recipients is highly cost-effective.

Rates of both tax filing and Earned Income Tax Credit (EITC) participation
have improved compared with the 1999 rates reported in BPA’s Second Annual
Report. However, a significant number of working Colorado Works participants still
do not claim this credit, which could have a substantial impact on their incomes.
Working full-time at $6 per hour, single parents of two children could supplement
their annual earnings of $12,000 with $4,140 from the EITC.

The issue of transportation as a barrier to self-sufficiency has not changed since
BPA first discussed the problem in the 2000 Second Annual Report. In the 2003
Participant Survey, 41 percent of current and former Colorado Works participants
indicated that transportation poses a problem for them in finding or keeping a job. In
the earlier study, we reported that 40 percent of survey respondents indicated that
transportation barriers impeded their ability to work.

A summary of our recommendations related to these and other findings is included in the
Recommendation Locator on the following page.



Recommendation Locator
Agency Addressed: Department of Human Services

Rec. | Page Agency Implementation
No. No. Recommendation Response Date

1 78 | The Department should work with the county departments of human and social services | Agree November 3, 2003
to identify training opportunities for appropriate Colorado Works practitioners and and ongoing
outside service providers who have contact with Colorado Works participants in
recognizing and identifying mental health and substance abuse problems.

2 84 | The Department should continue to work with the county departments of human and Agree November 3, 2003
social services to encourage regional and statewide collaboration to leverage resources and ongoing
and coordinate services.

3 89 | The Department should provide support to the county departments of human or social Agree November 3, 2003
services in their efforts to assist Colorado Works participants with the most severe and ongoing
disabilities to apply for SSI, by helping to establish working relationships with SSA and
facilitating these relationships as needed.

4 91 | The Department, in collaboration with the county departments of human and social Agree December 31, 2004
services, should document the effectiveness of serving Colorado Works participants with
co-occurring disorders using an integrated service approach. The Department should
provide information about the effectiveness of these programs to the counties.

5 103 | The Department should work with the county departments of social and human services | Partially Agree | July 1, 2005
to modify data collection and reporting requirements to ensure data (including cost data)
related to screening, assessment, and referral for mental health, substance abuse, or dual
diagnosis services to Colorado Works participants are routinely compiled and reported.

6 111 | The Department should enhance its efforts to maximize Earned Income Tax Credit Agree June 30, 2004
participation among Colorado Works participants and other low-income individuals by
evaluating the effectiveness of various outreach methods and by continuing to partner
with the counties and other entities to encourage and assist Colorado Works participants
and others in filing income tax returns and claiming the EITC.

7 112 | The Department should provide training to all Colorado Works staff, including case Agree June 30, 2004

managers, on the importance of tax filing for low-income populations, including
information on claiming the EITC. Sessions on tax filing and the EITC should be
included in the Department’s annual Professional Development Academy.
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Chapter 1: TANF and Colorado Works Expenditures

Introduction

In August 1996, the Personal Responsibility and Work Opportunity Reconciliation Act
(P.L. 104-193, also known as PRWORA) was signed into law, establishing the federal
Temporary Assistance for Needy Families (TANF) program as a replacement for the Aid
to Families with Dependent Children (AFDC) program. Unlike AFDC, which entitled
families to cash assistance as long as they met eligibility criteria, TANF imposes time
limits on benefits and requires parents either to work or to participate in work-related
activities. TANF is a block grant program that gives states greater discretion in designing
program rules and requirements, and allows states to provide a range of support services
beyond traditional cash assistance to needy families. Responding to the PRWORA
legislation, the Colorado General Assembly enacted Senate Bill 97-120, which
established Colorado Works as the State’s TANF program as of July 1997.

This is the fifth report in the evaluation of the Colorado Works program by Berkeley
Policy Associates (BPA). The report is divided into two parts: Part 1 provides
information regarding the Colorado Works program, including expenditures, caseload
trends, and the employment and earnings characteristics of recipients, as well as the
characteristics of returnees to Colorado Works. In Part 2, we focus on four major barriers
to self-sufficiency for Colorado Works participants: mental health problems, substance
abuse, insufficient use of the Earned Income Tax Credit, and lack of transportation. We
also address in Part 2 a number of issues related to the cost-effectiveness of providing
mental health and substance abuse services to Colorado Works participants.

For this report we utilized the following sources of data: administrative data maintained
by the Colorado Department of Human Services (the Department) and other state
agencies; a telephone and in-person survey of 540 current and former Colorado Works
participants; a mail survey, with telephone follow-up, of the 14 Colorado counties
included in previous Colorado Works evaluations; and interviews with staff at the
Department and other relevant state agencies. These data sources are described in more

detail in later sections of this report.
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Colorado’s TANF Expenditures

This chapter provides an overview of TANF expenditures in Colorado during State Fiscal
Year (SFY) 2003. A key feature of the federal TANF block grant is the flexibility granted
to states to use these funds to support a wide range of programs that meet any of the four

purposes of TANF:

*  To provide assistance to needy families so that children may be cared for in
their own homes or in the homes of relatives;

*  Toend the dependence of needy parents on government benefits by promoting
job preparation, work, and marriage;

*  To prevent and reduce the incidence of out-of-wedlock pregnancies; and

*  Toencourage the formation and maintenance of two-parent families.

Accordingly, the State is allowed to count its expenditures on several programs that
benefit needy families as part of its required TANF contribution, known as Maintenance
of Effort (MOE) expenditures. In SFY 2003, state expenditures for several programs
were included as part of state TANF MOE, including:

» Colorado Child Care Assistance Program (CCCAP);
e Low Income Energy Assistance Program (LEAP);
e Child Welfare Program ;

»  Department of Education preschool, kindergarten, and special education
programs; and

» State child and child care tax credits.

In this chapter we review the level of TANF expenditures in each of these program areas
along with changes in Colorado Works expenditures between SFY 2002 and SFY 2003.
The final section of this chapter presents data on direct payments to Colorado Works
recipients in SFY 2003.
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Key Findings

- Total TANF expenditures increased by approximately 1 percent in SFY 2003. Federal
TANF block grant expenditures dropped by 6 percent, while state and county TANF
expenditures increased by 9 percent.

- Colorado Works program spending, which is a portion of total TANF expenditures,
declined in SFY 2003 by $4.2 million, or 3 percent. This was due to a drop in federal
TANF block grant expenditures, which resulted from a decline in unspent block grant
funds available to counties from prior program years.

- One effect of reduced funding available for Colorado Works combined with an
increase in the cash assistance caseload was reduced expenditures on supportive
services for Colorado Works participants. “Other assistance” payments, which are a
primary means to provide recipients of Colorado Works Basic Cash Assistance with
supportive services, decreased by 12 percent, to $13.9 million, in SFY 2003.

TANF Expenditures in 2003

During SFY 2003, TANF-related expenditures, including federal, state, and county
expenditures in programs other than Colorado Works, totaled $227.9 million. This
amount represents a small increase of 0.7 percent from total expenditures of $226.2
million in SFY 2002. Federal TANF block grant funds accounted for $120.1 million, or
53 percent of total expenditures; state and county expenditures represented $107.8
million, or 47 percent of total expenditures. Despite the small increase in aggregate
TANF expenditures in SFY 2003, expenditures of TANF federal block grant funds fell by
6 percent, or $7.4 million, from the level of a year earlier, while state and county TANF-
related expenditures, known Maintenance of Effort (MOE) expenditures, increased by 9
percent, or $9.1 million." Expenditures of federal TANF funds decreased because the
amount of unspent block grant funds available to the state and counties from prior years
declined. Annual expenditures of federal TANF block grant funds reached a high $127.5
million in SFY 2002 and then declined to $120.1 million in SFY 2003. At the same time,

1 To continue receiving full federal TANF funding, states are required to contribute spending equal to
80 percent of what they spent on Title IV-A and Title IV-F programs in Federal Fiscal Year (FFY) 1994.
The required contribution by states to TANF financing is known as the Maintenance of Effort (MOE)
requirement. If states meet their work participation rate requirements for the fiscal year, their required
contribution decreases to 75 percent. In Colorado, which has consistently met its work participation
requirement, this required MOE contribution is $88.4 million annually (on a federal fiscal year basis).

&
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the state identified expenditures from other programs (education programs and tax
credits) that it could count as TANF MOE spending in SFY 2003.

Under federal TANF regulations, both federal block grant and state MOE funds may be
spent on any program that meets at least one of the four purposes of TANF and serves
needy families. Colorado defines needy families as those with children residing with a
parent or caretaker relative and which have a gross income of no more than $75,000.
Since the start of the Colorado Works program, a portion of state and county funds spent
on child welfare services, the Colorado Child Care Assistance Program, and the Low
Income Energy Assistance Program, all of which serve needy families, have been
counted as part of the State’s TANF MOE contribution. During SFY 2003, the Colorado
Department of Human Services aimed to reduce the amount of Child Welfare Program
funds that it counted for TANF MOE. This allowed the Department to use these funds
instead as a match for federal Title IV-E funds.” To ensure that the State did not fall short
of its required TANF MOE during SFY 2003, the Department identified existing state
expenditures of $7 million for Department of Education Preschool, Day Kindergarten,
and Special Education programs and $25.4 million for state Child and Child Care tax
credits paid to needy families that qualified as TANF MOE.? Exhibit 1.1 shows the
contribution to TANF MOE made by each of these programs during SFY 2003. Only the
LEAP program utilized federal TANF block grant funds.

As it has in previous years, the state transferred a portion of its FFY 2003 federal TANF
block grant into the child welfare and child care programs. States are allowed to transfer
up to 10 percent of TANF block grant funds into the Social Services Block Grant (SSBG)
for child welfare services. A maximum of 30 percent of TANF block grant funds may be
transferred into either the Child Care and Development Fund (CCDF) or the SSBG and
CCDF funds combined. CCDF finances child care for low-income families through the
Colorado Child Care Assistance Program (CCCAP). During FFY 2003, Colorado
planned to transfer the maximum of 20 percent of its federal TANF block grant to CCDF
and 10 percent to SSBG.

2 The decision to reduce child welfare program expenditures counted as MOE followed a clarification
from the U.S. Department of Health and Human Services on a rule regarding “reasonable candidacy”
which determines which children and families are eligible to receive family preservation services (also
known as core services in Colorado) through the Child Welfare Program. State spending on eligible
family preservation services is eligible for Title I\V-E matching funds at a 50 percent match rate with no
cap.

% The Child Care Credit is available to Colorado residents for expenses incurred for the care of children
under age 13. To be eligible, the tax filer must have a federal adjusted gross income of no more than
$64,000 or less and have claimed the federal child care credit for up to 20 percent of child care
expenses. Those who claim the child care tax credit are eligible for an additional child tax credit of up to

$100 for each child age five or younger.
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Exhibit 1.1
Programs Receiving Federal, State and County TANF Funds
State Fiscal Year 2003

Federal TANF Block State/County Total Percent of Total
Grant Expenditures MOE Expenditures Expenditures TANF Expenditures

Colorado Works Program $118,582,447 $28,303,613 $146,886,060 64.5%
Low Income Energy
Assistance Program
(LEAP) $1,500,000 $2,150,000 $3,650,000 1.6%

Child Welfare Program $0 $35,005,557 $35,005,557 15.4%

Colorado Child Care
Assistance Program $0 $9,862,285 $9,862,285 4.3%

Department of
Education Programs $0 $6,970,254 $6,970,254 3.1%

Refundable Child and
Child Care Tax Credits $0 $25,447,798 $25,447,798 11.2%

TOTAL EXPENDITURES $120,082,447 $107,769,507 $227,851,953

Source: BPA staff tabulations based on Colorado Department of Human Services CFMS reports.

Colorado Works Expenditures in 2003

A detailed breakdown of federal and state/county TANF expenditures in Colorado for
SFY 2003 is reported in Exhibit 1.2. (These expenditures exclude amounts transferred
from the federal TANF block grant to CCDF and SSBG.) In SFY 2003, Colorado spent a
total of $118.6 million of federal TANF funds on the Colorado Works program. An
additional $1.5 million of federal TANF funds were spent on the Low Income Energy
Assistance Program. State and county TANF MOE spending totaled $107.8 million, of
which $28.3 million, or 26 percent, was spending on the Colorado Works program.
Combined federal and state/county MOE spending for the Colorado Works program
totaled $146.9 million or 65 percent of all TANF expenditures in SFY 2003.

The expenditure categories in Exhibit 1.2 reflect the distinction between “assistance” and
“non-assistance” outlined in the federal TANF regulations. Recipients of TANF
“assistance” benefits are subject to time limits, work participation requirements, and child
support assignment. Assistance benefits are generally for ongoing basic needs, including
cash assistance, housing, and food. Federal TANF block grant funds that remain unspent

&
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and are carried over into a subsequent year may be spent only on assistance benefits. In
contrast, non-assistance benefits are a more flexible category of expenditures and may
include any program that both meets one of the purposes of TANF and is not for ongoing
basic needs. Recipients of non-assistance benefits are not subject to time limits, work
participation requirements, or child support assignment.

Expenditures on assistance, as shown in Exhibit 1.2, are categorized as follows:

- Basic Cash Assistance and Supplemental Cash Assistance includes monthly cash
assistance benefits (excluding diversion payments) and supplemental cash assistance
payments. This is the largest single category of expenditures for Colorado Works. In
SFY 2003, these expenditures totaled $49.0 million.

- Supportive Services for Nonemployed Families includes transportation assistance
and services necessary to help people participate in work activities. Total
expenditures in this category were $2.8 million.

Expenditures for non-assistance reported in Exhibit 1.2 are categorized as follows:

- Education and Training includes expenditures for education and training work
activities or as a supplement to other work activities. Expenditures amounted to
$747,357 in SFY 2003.

- Other Work Activities, Work-Related Expenses, and Work Subsidies includes
expenditures for job preparation activities, other payments for work expenses, and
work subsidies. Work subsidies are payments to employers made on behalf of a
recipient to help cover the costs of wages, benefits, or training. Expenditures in this
category totaled $173,626 in SFY 2003.

- Child Care for Employed Families includes expenditures on direct provision of
child care services using TANF funds, but excludes subsidies to Colorado Works
recipients provided through CCCAP. Approximately $3.3 million was spent on direct
child care services in SFY 2003.

- Transportation for Employed Families includes expenditures for bus tokens, car
repairs and payments, auto insurance reimbursement, and van services for employed
Colorado Works recipients. Expenditures for transportation services amounted to
$3.0 million.
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Exhibit 1.2
TANF Expenditures in Colorado: Federal and State/County Funds
State Fiscal Year 2003
State/County Total Percent
Federal Funds MOE Funds Expenditures of Total

Expenditures on Assistance:
Basic Cash Assistance Payments and Supplemental
Cash Assistance $37,238,566 $11,769,355 $49,007,921 21.5%
Supportive Services for Nonemployed Families $1,648,246 $1,122,871 $2,771,117 1.2%
Expenditures on Non-Assistance:
Education and Training $620,882 $126,475 $747,357 0.3%
Other Work Activities and Work Subsidies $148,029 $25,596 $173,626 0.1%
Child Care for Employed Families $3,057,572 $289,098 $3,346,670 1.5%
Transportation for Employed Families $2,558,606 $481,375 $3,039,982 1.3%
State and County Diversion Payments $6,765,966 $1,405,068 $8,171,034 3.6%
Work Clothes, Other Work Expenses, and
Miscellaneous $2,745,427 $487,387 $3,232,813 1.4%
Non-Monetary Services $851,663 $160,492 $1,012,155 0.4%
Prevention of Out of Wedlock Pregnancies $49,814 $72,167 $121,981 0.1%
Two-Parent Family Formation and Maintenance $223,861 0 $223,861 0.1%
Subtotal $55,908,632 $15,939,884 $71,848,516 31.5%
Expenditures on Administration:
County Administration Expensesa $13,692,846 $2,016,691 $15,709,536 6.9%
State Administration Expensesa $1,463,929 $1,050,433 $2,514,362 1.1%
Information Systems $12,069,804 $1,601,059 $13,670,863 6.0%
Colorado Works State Program-Related Costs $699,462 0 $699,462 0.3%
Colorado Works County Program-Related Costs: $34,747,774 $7,695,547 $42,443,321 18.6%

a) Contract Program Services n.a. n.a. $19,845,155 8.7%

b) Combined Program Staff Salaries and Benefits n.a. n.a. $17,852,298 7.8%

c) Program Overhead n.a. n.a. $4,745,868 2.1%
Subtotal $62,673,815 $12,363,730 $75,037,544 32.9%
Low Income Energy Assistance Program (LEAP) $1,500,000 $2,150,000 $3,650,000 1.6%
CCCAP Child Care Subsidies and Administration 0 $9,862,285 $9,862,285 4.3%
Child Welfare Program Activities 0 $35,005,557 $35,005,557 15.4%
Department of Education Preschool, Day
Kindergarten, Special Education Programs 0 $6,970,254 $6,970,254 3.1%
Refundable State Child and Child Care Tax Credits 0 $25,477,798 $25,477,798 11.2%
Total TANF Expenditures $120,082,447 $107,769,507 $227,851,953 100.0%
Source: Colorado Department of Human Services CFMS reports.
Note: Because of rounding, some rows do not sum exactly to total. N.a. indicates not available.
a Administrative expenditures subject to TANF 15 percent spending cap.
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- Diversion Payments includes expenditures on limited cash grants and in-kind
services that provide immediate short-term assistance to families. Expenditures in
SFY 2003 totaled about $8.2 million.

- Work Clothes, Other Expenses, and Miscellaneous includes one-time payments
for job attainment and retention, such as payments for work clothes and equipment,
rent, and utilities. Benefits in this area totaled $3.2 million in SFY 2003.

- Non-monetary Services includes expenditures on domestic violence counseling, life
skills counseling, non-medical substance abuse treatment, and other types of
counseling and therapy services for Colorado Works recipients. Expenditures in SFY
2003 totaled $1 million.

- Prevention of Out of Wedlock Pregnancies includes expenditures on education and
related programs that generally focus on youth pregnancy prevention. Expenditures
for some county programs with this objective may not be recorded in this category.
Recorded expenditures for these programs in SFY 2003 totaled $121,981.

- Two-Parent Family Formation and Maintenance includes expenditures on family
stability and counseling programs. Program expenditures totaled $223,861 in SFY
2003.

Administration expenditures shown in Exhibit 1.2 are categorized as follows:

- Administration includes administrative expenses that are not directly related to the
provision of program services; these are subject to a federally imposed cap of 15
percent of total expenditures. County administration expenditures that meet this
definition totaled $15.7 million in SFY 2003. State administration expenditures that
meet this definition totaled $2.5 million in SFY 2003.

- Information Systems expenditures are for costs related to Colorado Works program
monitoring and tracking. Included are expenditures for the Electronic Benefits
Management System and for the CFMS, COIN, CACTIS, and CBMS administrative
data systems. Expenditures for systems totaled $13.7 million in SFY 2003.

. Colorado Works State Program-Related Costs includes expenditures for the
Colorado Works Program Evaluation. The total amount expended in SFY 2003 was
$699,462.
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- Colorado Works County Program-Related Costs includes the costs associated
with case management, such as program staff salaries and benefits, county office
overhead costs, and contracts with outside service providers. Total expenditures in
this category during SFY 2003 were $42.4 million. This included $19.8 million for
contracts with outside service providers, $17.9 million for program staff salaries and
benefits, and $4.7 million for county office overhead costs.

In addition, expenditures for five other programs are counted as part of the State’s TANF
MOE:

- Low-Income Energy Assistance Program (LEAP) Benefits includes LEAP benefit
payments and county administration expenses associated with the program. Total
TANF expenditures for LEAP amounted to $3.7 million in SFY 2003.

. CCCAP Child Care Subsidies and Administration includes direct subsidies paid
to CCCAP families as well as administrative costs for the program. In SFY 2003, this
amounted to approximately $9.9 million.

- Child Welfare Program Activities includes state and county expenditures for child
welfare and family preservation activities, which totaled $35.0 million in SFY 2003.

- Department of Education Preschool, Day Kindergarten, and Special Education
Programs includes expenditures associated with the participation of needy families
in these programs. Expenditures of $7.0 million for these programs were counted as
State TANF MOE in SFY 2003.

- Refundable State Child and Child Care Tax Credits include state expenditures
associated with providing these tax credits to needy families in SFY 2003. Such
expenditures totaled $25.5 million.

Year-to-Year Changes in Colorado Works and TANF
Expenditures

Despite a slight increase in total TANF expenditures in SFY 2003, expenditures for the
Colorado Works program declined by $4.2 million or 3 percent from the previous year.
This decline occurred in the context of an overall increase in the Colorado Works case-
load during SFY 2003, as will be discussed in Chapter 2. Exhibit 1.3 compares
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expenditures in SFY 2002 and SFY 2003 and shows changes across categories in terms
of actual dollars and percentages. Expenditures for Basic Cash Assistance (BCA)
increased by nearly 5 percent in SFY 2003, in line with an overall increase in the
Colorado Works BCA caseload. Most other assistance and non-assistance service-related
expenditures for the Colorado Works program, however, declined. Excluding cash
assistance payments, other expenditures for Colorado Works program services declined
by $3.4 million or 13 percent from the levels of SFY 2002. In particular, funding for
child care programs and services for employed families declined by $3.8 million, or over
50 percent. Only State and County Diversion expenditures registered a large increase in
SFY 2003.*

Several categories of Colorado Works Program administration-related expenditures also
show large changes in spending between SFY 2002 and 2003. These are not entirely
program-related changes, however. In part, some of these changes reflect in a change in
Colorado Department of Human Services accounting procedure. In prior years, the
Department reclassified some expenditures reported by the counties as administration
expenses to the county-program related costs category. This latter expenditures category
includes program staff salaries and some overhead costs that are not subject to the 15
percent TANF cap on administrative costs. This reclassification was not carried out for
SFY 2003 expenditures and is likely the reason for the $9.7 million increase in county
administration expenses in SFY 2003. Similarly, at least some of the decline in spending
in the specific categories under county program-related costs (contract program services,
staff salaries and benefits, and overhead) results from this accounting change. A
comparison of combined county administration expenditures and county program-related
costs indicates that total expenditures in these categories fell by $5.4 million, or 9
percent, between SFY 2002 and 2003. This decline indicates that counties did decrease
their staffing levels significantly during SFY 2003.

* In Chapter 2, we discuss a significant drop in the number of County Diversion payments made by the
counties during SFY 2003. This suggests that the increase in expenditures for State and County
Diversion payments is related to the provision of in-kind, work-related supportive services to families
who qualify for diversion assistance. We do not have more detailed information on these expenditures.
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Exhibit 1.3
Annual Change in Colorado TANF Expenditures
State Fiscal Years 2002 and 2003
Total Total
Expenditures Expenditures Percent
SFY 2002 SFY 2003 Difference Change
Expenditures on Assistance:
Basic Cash Assistance Payments and Supplemental
Cash Assistance $46,802,504 $49,007,921 $2,205,417 4.7%
Supportive Services for Nonemployed Families $2,709,616 $2,771,117 $61,501 2.3%
Expenditures on Non-Assistance:
Education & Training $796,709 $747,357 ($49,352) -6.2%
Other Work Activities and Work Subsidies $205,393 $173,626 ($31,767) -15.5%
Child Care for Employed Families $7,161,139 $3,346,670 ($3,814,469) -53.3%
Transportation for Employed Families $3,113,928 $3,039,982 ($73,946) -2.4%
State and County Diversion Payments $5,193,299 $8,171,034 $2,977,735 57.3%
Work Clothes, Other Work Expenses, and Miscellaneous $6,045,886 $3,232,813 ($2,813,073) -46.5%
Non-monetary Services $997,268 $1,012,155 $14,887 1.5%
Prevention of Out of Wedlock Pregnancies $5,000 $121,981 $116,981  2339.6%
Two-Parent Family Formation and Maintenance 0 $223,861 $223,861 n.m.
Subtotal $73,030,742 $71,848,517 ($1,182,225) -1.6%
Expenditures on Administration:
County Administration Expensesa $6,057,145 $15,709,536 $9,652,391 159.4%
State Administration Expensesa $2,524,497 $2,514,362 ($10,135) -0.4%
Information Systems $11,391,676 $13,670,863 $2,279,187 20.0%
Colorado Works State Program-Related Costs $512,581 $699,462 $186,881 36.5%
Colorado Works County Program-Related Costs:
a) Contract Program Services $28,786,607 $19,845,155 ($8,941,452) -31.1%
b) Combined Program Staff Salaries and Benefits $22,808,101 $17,852,298 ($4,955,803) 21.7%
c) Program Overhead $5,926,085 $4,745,868 ($1,180,217) -19.9%
Subtotal $78,006,692 $75,037,544 ($2,969,148) -3.8%
Low Income Energy Assistance Program (LEAP) $14,031,447 $3,650,000 ($10,381,447) -74.0%
CCCAP Child Care Subsidies and Administration $9,626,373 $9,862,285 $235,912 2.5%
Child Welfare Program Activities $51,495,659 $35,005,557  ($16,490,102) -32.0%
Department of Education Preschool, Day Kindergarten,
Special Education Programs 0 $6,970,254 $6,970,254 n.m.
Refundable State Child and Child Care Tax Credits 0 $25,477,798 $25,477,798 n.m.
Total TANF Expenditures $226,190,913 $227,851,953 $1,661,042 0.7%

Source: Colorado Department of Human Services CFMS reports.
Note: Because of rounding, some rows do not sum exactly to the dollar. N.m. indicates not meaningful.

& Administrative expenditures subject to TANF 15 percent spending cap.
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As noted earlier, state and county MOE spending for child welfare services declined due
to a policy decision by CDHS to use these expenditures to draw down additional Title
IV-E federal matching funds. Consequently, the amount of child welfare program
expenditures charged to TANF MOE in SFY 2003 fell by $16.5 million, or 32 percent, as
shown in Exhibit 1.3. LEAP expenditures in SFY 2003 also declined from SFY 2002
levels by $10.4 million, or 74 percent. This decline was due to a one-time transfer of state
severance tax funds to the program in SFY 2002. As previously discussed, expenditures
for Department of Education programs and the state child and child care tax credits were
counted as TANF MOE for the first time in SFY 2003.

The impact of recent trends in Colorado Works expenditures can be summarized by
examining monthly per capita assistance amounts provided to families receiving Basic
Cash Assistance. This calculation is based on the total of all cases (adult-headed and
child-only) receiving Colorado Works Basic Cash Assistance in each month of a fiscal
year. Expenditures include all expenditures for “assistance” and “non-assistance,” as
shown in Exhibit 1.3. Per capita monthly assistance expenditures totaled $413 in SFY
2000 and increased to $434 in SFY 2001 and $476 in SFY 2002. The combination of a
slight reduction in Colorado Works program spending in SFY 2003 combined with a
large increase in the annual caseload from 153,427 cases to 172,472 cases in 2003
resulted in a drop in per capita assistance expenditures to $417, close to the SFY 2000
level. This trend illustrates the potential impact that continued increases in the caseload,
combined with reductions in funding, will have on the level of services available to
Colorado Works families.

Colorado Works Other Assistance Payments in 2003

Under Colorado Works, recipients of Basic Cash Assistance are also eligible for “Other
Assistance” payments, which fund a variety of supportive services, such as supplemental
cash assistance and transportation, among others. Exhibit 1.4 shows the major types of
assistance covered by such payments. “Other Assistance” payments may be classified as
either “assistance” or “non-assistance” benefits under federal TANF regulations. “Other
Assistance” payments made to Colorado Works recipients who are not employed will
generally be classified as assistance, whereas such payments made to employed recipients
will be classified as non-assistance.
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Exhibit 1.4

Colorado Works “Other Assistance” Payments by Type

State Fiscal Year 2003

Assistance Category

Supplemental Cash
Assistance

Transportation
Miscellaneous

Educational Expenses

Individual Responsibility
Contract Bonuses

Other Work Expenses
Work Experience /
Community Service
Compensation

Employer Incentives

All Payments

Percent Change in

Average Total Percent of Total Total Expenditures

Number Payment Expenditures Expenditures SFY 2002- SFY 2003
21,994 $321 $7,056,697 50.8% -2.1%
43,180 $70 $3,010,895 21.7% -1.6%
7,013 $207 $1,449,464 10.4% -13.2%
4,963 $161 $801,074 5.8% 15.9%
9,294 $76 $710,967 5.1% -69.8%
4,340 $133 $578,607 4.2% 20.3%
1,017 $247 $250,780 1.8% 18.8%
61 $486 $29,622 0.2% -29.1%
91,862 $151 $13,888,106 100.0% -11.7%

Source: BPA tabulations using COIN administrative records, Colorado Department of Human Services.

Note: The number of “other assistance” payments is reported here rather than the number of cases receiving such
payments. Because some cases receive more than one payment in a month, the number of payments will exceed
the number of cases in a particular month.

During SFY 2003, counties responded to a decline in the availability of unspent federal
TANF funds by decreasing their total expenditures for other assistance payments by $1.8
million, or nearly 12 percent. Total expenditures for “Other Assistance” payments in SFY
2003 were $13.9 million. Although total expenditures fell in SFY 2003, the total number
of “Other Assistance” payments increased by 3,201, or 4 percent, to 91,862 payments.

While the number of payments made in most assistance categories declined,

transportation payments increased by 6,733. Among all “Other Assistance” payments
made, the average payment amount declined to $151 in SFY 2003 from $177 in 2002.

Exhibit 1.4 presents information on SFY 2003 “Other Assistance” expenditures,
including a breakdown of payments by category. Two categories accounted for over half
of payments made and 70 percent of total expenditures: supplemental cash assistance (24
percent of payments and 51 percent of expenditures) and transportation (47 percent of

b
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payments and 22 percent of expenditures). Expenditures for these two categories of
assistance declined by about 2 percent in SFY 2003.

Expenditures for Individual Responsibility Contract (IRC) bonuses declined by $1.6
million, or more than 70 percent, during SFY 2003. These bonuses are incentive
payments counties make to Colorado Works participants for fulfilling certain
requirements on their IRCs. IRC bonuses accounted for 10 percent of payments and 5
percent of expenditures in SFY 2003. The drop in expenditures for IRC payments
accounted for almost all of the total drop in expenditures on “Other Assistance” and
indicates that county program staff placed a lower priority on this form of assistance
relative to supplemental cash assistance and transportation payments.

Despite the overall decline in expenditures for “Other Assistance” payments,
expenditures increased for several categories of assistance. Expenditures for payments for
educational expenses increased by 16 percent in SFY 2003, and expenditures for other
work-related expenses increased by 20 percent. Expenditures for payments for work
experience/community service compensation increased by 19 percent. This category of
“Other Assistance” includes payments made to Colorado Works recipients engaged in
work experience or community service, in cases where it is necessary to supplement the
recipient’s cash grant so that he or she receives paid compensation commensurate with
the minimum hourly wage, as required by the Fair Labor Standards Act.

“Other Assistance” payments represent a principal means by which the Colorado Works
program provides supportive services to program participants. Until SFY 2003, the
number of such payments and the total expenditures for “Other Assistance” had increased
in each year of the program, despite a decline in the overall cash assistance caseload for
most of those years. Transportation and supplemental cash assistance have always been
the largest categories of “Other Assistance” payments, although since SFY 2000,
expenditures for supplemental cash assistance have grown at a faster rate. Much of the
growth in supplemental cash assistance was due to specific county programs, including
using these payments to provide additional financial support to child-only families, and to
provide a higher earned income disregard for recipients who begin employment.



Chapter 2
Colorado Works Caseload Trends

Key Findings

» The Colorado Works Basic Cash Assistance caseload has increased by 34
percent, to more than 15,000 cases since a low of 11,347 cases in June 2000. The
increase coincided with a significant downturn in the state’s economy.

« Incontrast to the upward trend in the Basic Cash Assistance caseload, State and
County Diversion payments have declined during SFY 2003, as financial
constraints led many counties to assign priority to families receiving Basic Cash
Assistance rather than to expanding diversion assistance.

«  Slightly more than half of adult-headed cases reaching the 60-month time limit
have been granted an extension to continue to receive cash assistance. More than
two-thirds of the cases granted extensions have received them for disability-
related reasons.

* To date, less than 1 percent of the monthly adult-headed Colorado Works
caseload has a time-limit extension status. This is far below the 20 percent of the
adult-headed caseload that can be granted extensions and continue receiving
assistance using federal TANF funds.

Basic Cash Assistance Cases

In June 2003, at the end of year six of the Colorado Works program, the Basic Cash
Assistance (BCA) caseload exceeded 15,000 cases for the first time since April 1999.
Since a low of 11,347 cases in June 2000, the BCA caseload has increased by 34 percent
(see Exhibit 2.1). The number of single-parent family cases grew by 43 percent during
this period, accounting for most of the overall increase in the BCA caseload. The number
of child-only cases increased by 15 percent and two-parent family cases more than
doubled, from 365 to 890 cases.

&
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Exhibit 2.1
Colorado Works Basic Cash Assistance Caseload
By Case Type, July 1997-June 2003
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Source: BPA staff calculations based on COIN administrative records, Colorado Department of Human Services.

The increase in Colorado’s cash assistance caseload coincided with a significant
economic downturn in the state’s economy. At the low point in the BCA caseload (June
2000), the state’s unemployment rate was 3.2 percent. Three years later, the statewide
unemployment rate had increased to 6 percent and some counties, such as Adams and
Denver, were experiencing unemployment rates of 7 percent.

While Colorado’s caseload was increasing, the total national TANF caseload declined by
6.9 percent between July 2000 and March 2003.> A majority of states, however,
experienced increases in their TANF caseloads during this period. Twenty-seven states
saw their TANF caseloads increase, while 23 states and the District of Columbia

1 U.S. Department of Health and Human Services, Administration for Children and Families, TANF:
Total Number of Families and Recipients, July-September 2000 and TANF: Total Number of Families
and Recipients by State, March 2002-March 2003, available at
www.acf.hhs.gov/news/stats/newstat2.shtml. March 2003 is the most recent month for which national
TANF data are available.
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experienced caseload declines. Colorado’s rate of caseload increase (26.4 percent)
exceeded the average increase (20.5 percent) among states reporting increases.

A sustained increase in the number of families entering Colorado Works has been a
principal factor underlying the increase in the BCA caseload. The number of entering
adult-headed households increased to above 1,000 in August 2001 and entries have
remained above the 1,000 level in most months since then (see Exhibit 2.2). Average
monthly entries to BCA totaled 977 cases in SFY 2002 and increased to 1,180 cases in
SFY 2003. Exits also increased in SFY 2003 relative to SFY 2002. Average monthly
exits from BCA totaled 872 during SFY 2002 and increased to 1,060 during SFY 2003.

Exhibit 2.2
Colorado Works Basic Cash Assistance, New and Closed Cases
Adult-Headed Cases, August 1997-June 2003
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Source: BPA staff calculations based on COIN administrative records, Colorado Department of Human Services.
Note: Monthly counts of case openings and closures are three-month moving averages.
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State and County Diversion Cases

The Colorado Works Program provides diversion payments to low-income families as an
alternative to basic cash assistance. Diversion payments are intended to help families
stabilize their financial situation in the face of a short-term need or emergency. Colorado
offers two forms of diversion: State and County. State Diversion is available to families
who meet the eligibility requirements for Basic Cash Assistance while County Diversion
is available to low-income families with incomes too high to qualify for BCA but below a
county-established limit (typically between 185 percent and 225 percent of the federal
poverty level). County diversion is also used by some counties for incentive payments
and other work-related supportive services to employed adults recently exited from BCA.

Neither State Diversion nor County Diversion payments have followed the upward trend
of the Basic Cash Assistance caseload during the past several years. During State Fiscal
Year (SFY) 2003, State Diversion payments remained relatively stable compared to SFY
2002 but County Diversion payments were lower (see Exhibit 2.3). On average, State

Exhibit 2.3
Colorado Works State Diversion and County Diversion Caseloads
Monthly Payments, July 1997-June 2003
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Source: BPA staff calculations based on COIN administrative records, Colorado Department of Human Services.
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Diversion payments totaled 268 per month in SFY 2003 compared to 282 per month in
SFY 2002. County Diversion payments, however, decreased from an average of 432 per
month in SFY 2002 to 319 per month during SFY 2003. Several large counties
dramatically reduced the number of County Diversion payments they made during SFY
2003. Denver’s County Diversion payments fell by 50 percent during SFY 2003
compared to the prior year, from 1,566 to 786. Jefferson County reduced its County
Diversion payments by 88 percent, from 495 in SFY 2002 to 57 in SFY 2003. This trend
reflects the financial constraints under which many county Colorado Works programs
have been operating during the past year. It also reflects priorities assigned by program
staff to serve families receiving Basic Cash Assistance rather than to expand Diversion
programs.

60-Month Time Limit Cases

A key federal TANF rule prohibits the use of federal TANF funds to provide cash
assistance to families with an adult who has received cash assistance for more than 60
months. States are allowed to offer extensions of federally funded cash benefits beyond
the 60-month lifetime limit to families facing severe hardships, provided that such
exemptions do not exceed 20 percent of the state’s average monthly caseload for adult-
headed cases. In Colorado, when adult-headed families reach the 60-month time limit,

benefits are discontinued for both adults and children on the case. However, counties may

extend cash assistance for up to six months to families who have reached the 60-month
time limit and are facing significant hardships or domestic violence.? Hardship extensions
include:

» disability of the caretaker relative, spouse, dependent children, or immediate
relative for which the caretaker is the primary caregiver;

« involvement in the judicial system;
e current or past domestic violence;

« family instability due to caretaker’s inability to maintain stable employment or
inability to care for the dependent children in their own home or in the home of a
relative;

» inadequate or unavailable child care services, housing, transportation, or
employment opportunities; or

» other hardship reasons specified by the county.

2 participants who are granted an extension may apply for subsequent extensions as long as they apply
prior to the end of their current extension period.

&
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Exhibit 2.4 shows the number of Colorado Works Basic Cash Assistance cases reaching
the 60-month time limit as of June 2003, for the 14 counties included in our County
Survey.® The exhibit also reports the percentage of those cases that were granted an
extension. These 14 counties together accounted for 87 percent of the total adult-headed
caseload in the state in May 2003. They reported a total of 345 cases reaching the 60-
month time limit, two-thirds of which (67 percent) were in Denver and El Paso Counties.
On average, according to the counties surveyed, 56 percent of the cases reaching the time
limit were granted an extension.

Exhibit 2.4

Colorado Works Adult Basic Cash Assistance Cases Reaching

60-Month Time Limit and Percent Granted Extensions

14 Counties, as of June 2003

Number of Cases Percentage of
Reaching Extensions Granted
County 60-Month Time Limit by Counties

Adams 3 100%
Arapahoe 20 40%
Boulder 15 73%
Denver 147 69%
El Paso 85 35%
Fremont 2 50%
Jefferson 34 65%
Larimer 22 32%
Las Animas 5 60%
Mesa 2 100%
Otero 3 0%
Pueblo 6 33%
Rio Grande 0 -
Weld 1 100%
TOTAL 345 56%

Source: Survey of 14 Colorado counties conducted by Berkeley Policy Associates, August 2003.

% BPA conducted a mail survey in August 2003, with telephone follow-up, of the 14 Colorado counties
included in previous Colorado Works evaluations. The counties surveyed were Adams, Arapahoe,
Boulder, Denver, El Paso, Fremont, Jefferson, Larimer, Las Animas, Mesa, Otero, Pueblo, Rio Grande,
and Weld. Survey respondents were Colorado Works program managers and the relevant members of
their staff.
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The Colorado Department of Human Services maintains monthly administrative data on
the total number of Colorado Works cases that have a time limit extension status—that is,
cases whose eligibility for assistance in a particular month is based on their having
received a 60-month time limit extension. Exhibit 2.5 reports the number of Colorado
Works cases that have a time limit extension status in each month for the period July
2002 to October 2003. On average, 74 Colorado Works cases per month have an
extension status during this period. These cases represent less than 1 percent of the adult-
headed Colorado Works caseload, far below the 20 percent of the adult-headed caseload
that can be granted extensions and continue receiving assistance using federal TANF
funds.*

Exhibit 2.5

Number of Colorado Works Basic Cash Assistance Cases with

Extension Status for the 60-Month Time Limit

July 2002 - October 2003

Number of Cases with
Month Extension Status

July-02 78
August-02 94
September-02 95
October-02 93
November-02 73
December-02 92
January-03 74
February-03 66
March-03 78
April-03 63
May-03 65
June-03 67
July-03 58
August-03 58
September-03 60
October-03 65

Source: Administrative data provided by the Colorado Department of

Human Services.

4 Calculation of the 20 percent threshold is based on the state’s average monthly caseload for adult-
headed cases in the current or immediately preceding federal fiscal year. @
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The Colorado Works Program reports on the reasons for time limit extensions in five
broad categories: Family Violence; Disability; Rehabilitation Program Participation and
Treatment; Inadequate Resources; and Legal Issues. According to Colorado Works
program reports, more than two-thirds (68 percent) of the cases receiving time limit
extensions receive them for disability-related reasons, which may include disability of the
adult Colorado Works participant, her spouse, her dependent children, or an immediate
relative for which the participant is the primary caregiver. Another 9 percent of time limit
extensions are granted for participation or treatment in a rehabilitation program; the type
of rehabilitation program is not specified. Fifteen (15) percent of time limit extensions are
granted because the Colorado Works participant has reached the 60-month time limit
without adequate resources for caring for her family or maintaining stable employment.
Five percent of clients who reach the 60-month time limit receive extensions for family
violence reasons, while only 3 percent receive extensions because of legal issues.

In general, survey respondents in our County Survey say that they feel well prepared to
help Colorado Works participants who are approaching the 60-month time limit, and all
14 counties report that they have implemented procedures for assisting these clients with
employment plans, job contacts, and information about their post-Colorado Works
eligibility for Medicaid, Food Stamps, child care assistance and other supports for low-
income individuals. Most of the counties in our County Survey report that they created
programs or procedures specifically for this purpose, for example:

¢ Adams County requires its contract case management agencies to provide a
monthly report on all clients who have reached 30 months, so that their specific
needs may be addressed prior to their reaching the 60-month time limit.

« Arapahoe County has a Review Board made up of managers for Colorado Works,
workforce development, and Child Welfare, who assist with planning for the
client who is approaching the 60-month time limit.

¢ Denver County awarded a contract to a provider to focus exclusively on this
population, with the objective of developing a comprehensive plan for exiting
Colorado Works, and incorporating this plan into the IRC.

¢ El Paso County has a community panel that meets monthly to review applications
and award 60-month extensions.

< Jefferson County has a 60-month Committee made up of social service staff and
representatives of community-based organizations.
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¢ Weld County has established staffings and other collaborative efforts with
service providers and community agencies specifically to address the needs of
clients approaching the 60-month time limit.

Other case management and service delivery strategies for families approaching the 60
month time limit reported by the counties in our County Survey include:

» Transferring the client’s case to intensive case management;

* Holding face-to-face meetings with the client monthly (or more frequently) after
55 months, and having “continuous interaction” with the household, including
in-home assessments; and

«  Providing ongoing staff training, in particular, training in ways to motivate
clients to find employment and in methods of identifying barriers such as mental
illness and substance abuse early on in the process.

Respondents in the County Survey did not report on whether their efforts to assist
Colorado Works participants approaching the 60-month time limit were effective, or
indeed, whether they had mechanisms in place to measure the effectiveness of these
efforts in assisting participants to exit Colorado Works when the 60 month time limit was
reached.

Respondents in the County Survey also described challenges they faced in their counties
with regard to the 60 month time limit. All counties noted that the current downturn in
the economy had exacerbated existing barriers to self-sufficiency for Colorado Works
participants, and pointed out that job prospects for their clients were poor. The slow
economy also was mentioned as one of the reasons for reductions in the support services
available to assist Colorado Works participants in overcoming the barriers to employment
and self-sufficiency they faced. The counties reported special problems in assisting
clients who moved into the county a few months before reaching the 60 month time limit,
giving Colorado Works staff little time to research the case and identify local resources
and job prospects before the decision for termination or extension had to be rendered.



Chapter 3

The Characteristics of Recipients Who Return to
Colorado Works

Key Findings

* Re-entry rates among Colorado Works leavers have been increasing for several
years. Among recipients who left Colorado Works in SFY 2002, 32 percent
returned within 12 months, compared to re-entry rates of 29 percent for 2001
leavers and 25 percent for 2000 leavers.

* Returnees to Colorado Works were less likely to have completed a high school
level education than non-returnees and fewer had achieved some college-level
education.

* Colorado Works returnees demonstrated more knowledge of Colorado Works
program time limits than non-returnees. They were more likely to know the
number of months they had remaining on their 60-month benefit clocks, and
reported 20 months, on average, of assistance remaining compared to 28 months
for non-returnees.

»  Colorado Works returnees reported significantly lower utilization of the federal
Earned Income Tax Credit than did non-returnees.

* Returnees reported more frequent barriers to employment relative to non-
returnees. The most frequently reported barriers by returnees included lack of
transportation, insufficient education and training, lack of jobs in their
geographic area, physical and mental health problems, and stress associated with
being a parent and managing a household.

» Returnees were more likely to report experiencing housing-related hardships
than non-returnees, including having phone or utilities disconnected, not being

able to pay rent, and using a homeless shelter.
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Re-entry Rates for Colorado Works Leavers

An important indicator of the success of former Colorado Works recipients in achieving
self-sufficiency is their rate of re-entry into the program. It is less clear, however, if re-
entry rates are a useful and unambiguous measure of the effectiveness of the Colorado
Works program in adequately preparing recipients for long-term self-sufficiency.
Because the TANF program is designed to encourage recipients to start work as soon as
possible, many leave assistance as soon as they find a job; indeed, those who begin
working full-time will lose eligibility for further cash assistance, even if they only earn
the hourly minimum wage." Leaving assistance for employment can be a valuable
learning experience even (or especially) for those who do not ultimately succeed in
maintaining a job and must return to assistance. These re-entrants will have a better
understanding of the additional skills they must acquire or employment barriers that must
be resolved for them to move towards self-sufficiency. Moreover, because of time limits
on receipt of assistance, recipients may be conserving their available months of assistance
by leaving Colorado Works as soon as possible. Alternately, TANF work-first and time-
limit policies may pressure recipients to take the first available job, even if that job pays
low wages and provides little opportunity for advancement. These policies may lead
recipients to leave Colorado Works before they have acquired the skills and supports to
succeed in the labor market and subsequently cause them to return to assistance.

Re-entry rates for Colorado Works leavers have been increasing since the start of the
program. Among recipients who left Colorado Works in SFY 2002, 32 percent returned
within 12 months (see Exhibit 3.1). This compares to 12-month re-entry rates of 29
percent for 2001 leavers, 25 percent for 2000 leavers, and 22 percent for 1999 leavers.
Colorado’s re-entry rates, are comparable to those reported by some other states.? They
indicate, however, that many recipients who leave assistance are not able to successfully
transition to self-sufficiency upon exit. More difficult labor market conditions related to
the state’s economic slowdown may account for some of the increase in the Colorado
Works re-entry rate.

! Evaluation of the Colorado Works Program, Second Annual Report, November 2000, pg. 93

2 For example, a study sponsored by the U.S. Department of Health and Human Services of TANF
leavers in 11 states and the District of Columbia, reported re-entry rates ranging from 17 percent to 38
percent. Re-entry rates were reported for various periods between 1996 and 1999. See U.S. Department
of Health and Human Services, Office of Assistant Secretary for Planning and Evaluation (ASPE), Final
Synthesis Report of Findings from ASPE “Leaver” Grants, Table 1V-1, November 2001.
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Exhibit 3.1
Re-Entry Rates among Colorado Works Leavers
Adults Who Left the Program during State Fiscal Years 1998-2002
Re-Entry Rates by Year of Exit
Exited in Exited in Exited in Exited in Exited in
SFY 1998 SFY 1999 SFY 2000 SFY 2001 SFY 2002
Number of Adult Leavers 21,675 17,619 13,599 10,894 12,218
Percent of Leavers Who
Returned to Colorado
Works:
within 3 months 3.4% 4.8% 6.9% 8.1% 8.9%
within 6 months 10.0% 13.8% 17.9% 19.8% 23.1%
within 12 months 17.3% 21.7% 25.0% 28.7% 31.8%
within 24 months 24.2% 29.1% 33.4% 37.9% n.a.
within 36 months 27.6% 33.6% 38.7% n.a. n.a.
Percent of Leavers Who Did
Not Return:
within 12 months 82.7% 78.3% 75.0% 71.3% 68.2%
within 24 months 75.8% 70.9% 66.6% 62.1% n.a.
within 36 months 72.4% 66.4% 61.3% n.a. n.a.

Source: BPA staff calculations based on COIN administrative records, Colorado Department of Human Services.

Exhibit 3.2 compares demographic characteristics for new and returning entrants to
Colorado Works Basic Cash Assistance. Returning recipients are older, on average, than
new recipients, have somewhat larger families, and are less likely to be male. Returning
recipients are also more likely to be single (never married) than new recipients. In the
following sections, we discuss in more detail the characteristics of returning recipients

and the barriers to employment that they report.
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Exhibit 3.2
Characteristics of Adult Recipients Entering Colorado Works
New and Returning Adult-Headed Basic Cash Assistance Cases
SFY 2003

Returning Cases New Cases
Median Age 28.5 26.8
Average Number of Adults 1.2 1.3
Average Number of Children 2.1 1.8
Male (percent) 11% 22%
Race/Ethnicity:
Hispanic 32.0% 27.0%
White 45.5% 55.1%
African-American 17.5% 12.7%
Other or Unknown 5.1% 5.3%
Mavital Status:
Single 71% 64%
Married 18% 26%
Separated 7% 7%
Divorced 4% 4%
Number of Adults 6,950 8,697
Source: BPA staff calculations based on COIN administrative records, Colorado Department of
Human Services.

Characteristics of Colorado Works Returnees and
Non-Returnees

From June to September of 2003, BPA conducted a survey of 540 former Colorado
Works participants who had exited the program between July and September of 2001.
Respondents were classified as either Colorado Works returnees or non-returnees based
on whether they had returned to the program by December 2002.% The survey results
referenced in this section for returnees and employed non-returnees can be found in
Exhibits 3.3 and 3.4. A primary objective of this survey was to identify some of the key
differences between those people who exited Colorado Works and achieved a measure of

% The 38 percent return rate among survey respondents exceeded the actual 18 percent return rate for
Colorado Works in 2002, largely because program returnees were oversampled to ensure an adequate

sample size.



Colorado Works Program Evaluation: Fifth Annual Report 28

November 2003

self-sufficiency, and those who returned to the program within a relatively short period of
time. The results from this survey address the following key issues of interest to Colorado
Works program administrators and policymakers:

To what extent do Colorado Works returnees have the necessary education,
training, and workforce preparation to successfully assimilate into the labor
force?

To what extent does awareness of Colorado Works lifetime participation
limits affect a person’s decision to reenter the program?

Is the EITC effective in helping former Colorado Works participants achieve
self-sufficiency? To what extent does the failure to apply for and receive the
EITC hasten a person’s return to Colorado Works?

Among those who successfully exit Colorado Works and enter the labor
force, to what extent are they self-sufficient regarding earnings levels and
health care?

What are some of the barriers to finding and retaining employment faced by
those people who resume their participation in Colorado Works?

What are some of the economic hardships faced by Colorado Works
returnees and how can the program assist them in alleviating these
hardships?

What are the characteristics of those who have not returned that distinguish
them from returnees?

To address these issues, we analyzed two subgroups of survey respondents: 1) those who
returned to the program within about a year after exiting; and 2) those who did not return
within a year after exit and were employed at the time of the survey. The survey sample
includes 199 respondents (36.9 percent of the total) who had returned to the program by
December 2002, after initially exiting between July and September 2001 and 165
respondents (30.6 percent) who had not returned to Colorado Works by December 2002
and were employed at the time of the survey. The remaining 176 survey respondents
(32.5 percent) were non-returnees who were not employed at the time of the survey. The
characteristics of this group of respondents will be discussed in Chapter 4.

&
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Not all returnees were receiving Colorado Works cash assistance at the time of the
survey: That is, some had returned at some point but were again off of cash assistance by
the time of the survey. Sixty-five percent were not receiving Colorado Works, compared
to 35 percent who were on cash assistance. Nonetheless, because we are interested in
identifying characteristics of recipients who return to assistance within a short period of
time, we include both those on and not on Colorado Works at the time of the survey in
our returnee subgroup.

Reasons Recipients Return to Colorado Works

The 2003 Colorado Works Former Participant Survey asked respondents whether they
had returned to Colorado Works since their departure in late 2001 and about their main
reason for return. A total of 216 respondents indicated that they had returned to the
program. Reasons for return are reported in Exhibit 3.3

Exhibit 3.3
Reason for Return to Colorado Works for Previous Spells of Cash Assistance
2003 Colorado Works Former Participants Survey Respondents

Reason for Return Percent N
Laid off from job 17.8% 39
Own health problems 10.5% 23
Had another child, pregnant, or child returned home 10.4% 23
Moved back to Colorado 7.8% 17
Quit or fired from job 7.2% 16
Earned income not high enough 6.8% 15
Unemployed 5.9% 13
Could not arrange or afford child care 5.9% 13
Lost financial support of family/partner/government program 5.9% 13
Marriage breakup 4.6% 10
Went back to school 4.1% 9
Family health problem or need for health care 3.6% 8
Other 2.7% 6
Substance abuse or domestic violence 2.3% 5
Housing or child welfare problems 1.8% 4
No longer in violation of CO Works requirements 0.9% 2
Total Respondents 216
Source: BPA tabulations from the 2003 Colorado Works Former Participants Survey.
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Many respondents indicated that they returned to Colorado Works for employment-
related reasons. Nearly 18 percent of respondents reported returning due to being laid off
and about 6 percent returned because they were unable to find work. More than 7 percent
indicated that they returned after quitting or being fired from their jobs. And 7 percent
indicated that they returned because their earnings from employment were not sufficient.
In total, nearly 40 percent of returnees indicated that some form of employment
instability was the main reason for their return to cash assistance.

Health problems were also frequently mentioned as a reason for return to cash assistance.
More than 10 percent of respondents reported that their own health problems were the
main reason for their return to Colorado Works.

Many respondents (8 percent) reported returning to Colorado Works after moving back to
the state after a relatively short absence. These respondents may have originally left the
state to seek better employment opportunities or the financial support of friends and
family members and would appear to have been unsuccessful in their attempts to
establish themselves in a new place of residence.

A need to care for additional children was another commonly mentioned reason for return
to cash assistance. More than 10 percent of respondents said that they returned to
Colorado Works because they were caring for their newborn child, became pregnant, or
had their child return home to their care. When a child returns home to live with a parent,
the parent may regain eligibility for cash assistance.

The remainder of this chapter focuses on the differences between returnees and employed
non-returnees. Characteristics of these groups are reported in Exhibit 3.4.
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Exhibit 3.4
Demographic Characteristics, Use of Public Assistance, Employment
Barriers and Hardships
2003 Colorado Works Former Participants Survey Respondents
Working
Returnees Non-Returnees
Sample Size 199 165
Demographics
Female 96.0% 95.8%
Married 19.1% 22.6%
Responsible for at least one child 98.4% 97.9%
English is not First Language 7.0% 2.4%
Avg. Number of Children 2.2 2.1
Education
Less than a High School Diploma or GED 28.1% 23.6%
High School Diploma 16.3% 17.4%
GED 26.5% 23.0%
Some College or AA Degree 27.6% 32.9%
4-Year College Degree 1.5% 3.1%
Completed Vocational Training 44.2% 38.8%
Knowledge/Usage of Public Assistance
Currently on Colorado Works
Know that TANF has a lifetime limit 86.4% 69.1%
Know that TANF limit is 60 months 43.4% 24.8%
Know Number of Months left on Time Clock 62.8% 39.4%
Avg. Number of Months Left on Benefit Clock 195 28.2
Received EITC for tax year 2002 35.4% 65.9%
Received EITC in past 5 years 49.0% 37.8%
Currently using child care 40.4% 42.3%
Currently receiving child care assistance 28.4% 18.6%
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Exhibit 3.4 (continued)

Barriers to Employment

Lack of Transportation

Lack of Jobs in Geographic Area

Lack of Education or Training

Personal Health Problems

Parental Stress

Additional Job Expenses

Mental Health Problems

Physical Abuse

Finding or Accessing Childcare
Language Barrier

Alcohol or Drug Abuse (Self or Family Member)
Caring for an elderly or disabled relative

Economic Hardship

Had to Turn to Others for Financial Help
Phone or Utilities Turned Off

Unable to Afford Food

Had to Get Food From a Food Kitchen, Panty
Had to Move in With Somebody to Cut Costs
Couldn’t Afford Needed Medical Care

Had to Move to Get a Job

Paying Monthly Rent

Car Repossessed

Children Had to Move in With Someone Else

Gone to a Homeless Shelter

Working
Returnees Non-Returnees

51.8% 26.1%
47.7% 32.1%
41.4% 22.4%
38.2% 17.6%
36.9% 21.2%
24.1% 17.6%
23.7% 12.1%
20.2% 14.5%
19.8% 14.9%

9.1% 5.5%

8.1% 4.2%

7.5% 8.5%
69.2% 63.0%
49.7% 33.5%
45.7% 55.8%
45.2% 32.1%
36.2% 32.1%
19.1% 25.5%
16.6% 12.1%
16.1% 8.5%
11.2% 3.1%

6.6% 3.8%

6.0% 2.4%

Source: BPA tabulations from the 2003 Colorado Works Former Participants Survey.
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Demographics

There were no notable differences in family structure between returnees and employed
non-returnees. Employed non-returnees are only slightly more likely to be married than
returnees and the average number of children among both subgroups is nearly identical.
This suggests that the presence of a spouse, alone, is not a significant factor associated
with remaining off of assistance and moving toward self-sufficiency, at least in the short-
term. Nor do differences in family size appear to contribute to the likelihood of return to
Colorado Works.

Language barriers may be a more significant problem for some Colorado Works
returnees. Seven percent of returnees reported speaking a language other than English as
their first language, while 2 percent of employed non-returnees did so. A failure to
communicate effectively in English could hinder some former recipients from obtaining
employment, especially in higher skilled or higher wage positions. In general, however,
language barriers are not a major factor associated with the likelihood of return to
Colorado Works.

Education and Training

There are substantial differences in educational attainment between Colorado Works
returnees and non-returnees. Education, training, and workforce preparation are among
the most important factors enabling a person to achieve and sustain economic self-
sufficiency. Deficiencies in education and training are likely to inhibit the ability of
former Colorado Works participants to find employment and thereby increase the
likelihood of their returning to cash assistance.

Returnees were less likely to have completed a high school level education than were
non-returnees employed at the time of the survey. Approximately 28 percent of returnees
had not obtained a high school diploma or GED, compared to 24 percent of working non-
returnees. Fewer returnees (29 percent) had some college-level education than non-
returnees (36 percent).

Colorado Works returnees were more likely to have completed a program of vocational
or technical education than working non-returnees. About 44 percent of returnees
completed vocational education while only 39 percent of employed non-returnees did so.
In general, additional training should increase a person’s employability and earnings.
Vocational education, however, encompasses a wide range of training, and includes
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technical fields that are relatively low-skilled. This finding may also indicate that many
returnees opt for vocational education as a substitute for the other educational credentials
(such as the GED or High School Diploma) that they may have failed to complete.’

Knowledge of Colorado Works Time Limits

Colorado Works returnees demonstrated more knowledge of Colorado Works program
time limits than non-returnees. Returnees were more likely (by 18 percentage points) than
working non-returnees to know that Colorado Works cash assistance has a lifetime
benefit limit of 60 months. This is consistent with the likelihood that current or recent
program participants receive more program information and therefore are more aware of
Colorado Works requirements. Non-returnees, however, are likely to have forgotten
many of the administrative details regarding program eligibility and restrictions.

Returnees were also more likely to know how many remaining months of assistance they
had left before reaching the time limit. Sixty-three percent of returnees were able to
report the number of months remaining, compared to 39 percent of non-returnees. Not
surprisingly, former recipients who returned to assistance reported fewer months
remaining on their time limit clock (20), on average, than did non-returnees (28).

Use of the Earned Income Tax Credit

Utilization of the federal Earned Income Tax Credit (EITC) by working current and
former Colorado Works participants is discussed in more detail in Part 2 of this report. In
the following section, we focus on Colorado Works returnees and non-returnees and the
differences in their EITC utilization.

Colorado Works returnees reported significantly lower utilization of the EITC than did
non-returnees. Nearly 66 percent of employed non-returnees reported receiving the EITC
for the tax year 2002, compared to only 36 percent of returnees. This difference in
utilization suggests that EITC receipt contributes enough to former recipients’ self-
sufficiency to enable them to avoid returning to cash assistance. As we show in Part 2,
the EITC may supplement a working person’s income by as much as 40 percent.

* Part | of year three’s evaluation of Colorado Works (Diversion Programs and Work Activity
Participation) showed that participation in short-term community college-based vocational training
programs enhanced the earnings potential of former TANF recipients. In the context of this report,
however, vocational training is much more broadly defined and could even include such training
undertaken at the high school level. This may not correlate with positive employment outcomes.

&
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Although returnees to Colorado Works were much less likely to have received the EITC
for tax year 2002, they were more likely than employed non-returnees (by 11 percentage
points) to have received the EITC during the past five years. This indicates that while
many returnees are indeed aware of the EITC and are accustomed to applying for it, they
may be uncertain about their EITC eligibility while participating in Colorado Works. As
Colorado Works participants, they are likely to be either working very few hours or not
working at all. Federal Earned Income Tax Credit eligibility, however, requires only that
a person have earned income, and has no minimum income requirements.”

Colorado Works returnees also required more assistance in paying the costs of their child
care services. While about 40 percent of both returnees and employed non-returnees used
child care providers, returnees were more likely to utilize financial assistance from the
Child Care Assistance Program to pay for these services. To the extent that former
Colorado Works recipients remain off assistance for a year or longer, their utilization of
child care assistance decreases significantly. This may be due to either loss of eligibility
for assistance or lack of need for such assistance.

Barriers to Employment

The survey included questions about possible barriers to employment faced by former
Colorado Works participants within the last 12 months. In nearly all cases, program
returnees reported more frequent barriers than did non-returnees. These findings suggest
that an important factor leading former recipients to return to cash assistance is their lack
of readiness to enter or maintain employment upon exit from Colorado Works.

Transportation. Transportation was the most frequently reported barrier by Colorado
Works returnees. Nearly 52 percent of returnees indicated the lack of transportation was a
significant barrier to finding or keeping a job, compared to 26 percent of employed non-
returnees. This suggests that relatively few former recipients successfully rely on public
transportation for travel to and from jobs and that some returnees find it difficult to afford
car ownership. In fact, 11 percent of returnees reported that their car had been
repossessed during the past year, compared to 3 percent of employed non-returnees. We
discuss current state and county efforts to provide transportation services to current and
former Colorado Works participants (whether returnee or non-returnee) in more detail in
Part 2 of this report.

® Earned Income Credit (EIC). U.S. Internal Revenue Service. Publication No. 596, page 8.

&



Colorado Works Program Evaluation: Fifth Annual Report 36
November 2003

Lack of Education and Training. Insufficient education and training was another
important barrier to employment frequently mentioned by Colorado Works returnees.
More than 41 percent of returnees reported that a lack of education prevented them from
finding or keeping a job in the past year, compared to 22 percent of employed non-
returnees. This is consistent with the earlier finding that returnees have lower levels of
educational attainment than those people who had left Colorado Works and achieved self-
sufficiency. It also points to the importance of education and training programs as a
mechanism for helping Colorado Works participants successfully transition from cash
assistance to sustainable employment and career advancement.

Lack of Jobs in Geographic Area. Nearly one-half of returnees reported a lack of jobs in
their area, compared to 32 percent of employed non-returnees. Several factors can be
contributing to this barrier for returnees. Some returnees may reside in rural counties
where jobs in general are scarce. Others may reside in counties, such as Denver, that have
experienced high unemployment rates during the state’s recent economic downturn.
Finally, some returnees may experience a more localized mismatch between job location
and their area of residence. For example, residents of urban neighborhoods may find that
most job openings are located in suburban areas. In this instance, lack of transportation
more than a lack of jobs, may be the barrier that prevents them from obtaining or
maintaining employment.

Health Problems. Colorado Works returnees were more likely to report a variety of
health problems as barriers to employment. More than 38 percent of returnees reported
that personal health problems prevented them from finding or keeping a job during the
past year, a rate that was more than twice as high as that reported by non-returnees.
Mental health problems were mentioned as a barrier to employment by almost 24 percent
of returnees, which was nearly twice as often as non-returnees. This may point to more
significant, long-term health problems that need to be addressed before many of these
returnees can be expected to successfully compete in the labor force. State and county
efforts to address the mental health barriers faced by Colorado Works participants are
discussed in more detail in Part 2 of this report.

Parental Stress. More than one-third (37 percent) of returning Colorado Works recipients
reported that the stress of being a parent and managing a household was an employment
barrier, compared with 21 percent of employed non-returnees. This indicates that some
returnees may not have adequate parenting and household management skills to move
towards self-sufficiency after leaving Colorado Works.

&
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Other Barriers. Returnees were slightly more likely than employed non-returnees to
report finding adequate childcare as a barrier to employment, although the reported
incidence of this barrier was relatively low (20 percent for returnees and 15 percent for
non-returnees). About 20 percent of returnees and 15 percent of non-returnees reported
physical abuse or domestic violence had been an employment barrier. Nine (9) percent of
returnees reported that language barriers had hindered employment, compared to 6
percent of non-returnees. Although reported incidences were low, twice as many
returnees as non-returnees reported that substance abuse was an employment barrier (8
percent vs. 4 percent). State and county efforts to address substance abuse barriers faced
by Colorado Works participants are discussed in more detail in Part 2 of this report.

Economic Hardship

The survey of former recipients included questions about whether particular hardships
had been experienced during the past 12 months. Returnees were much more likely than
employed non-returnees to report experiencing housing-related hardships. More than 49
percent of returnees reported having their telephone/and or household utilities
disconnected, compared to 34 percent of non-returnees. About 16 percent of returnees
reported not being able to pay monthly rent, compared to 9 percent of non-returnees.
Although the incidence was low, returnees were more than twice as likely to need to
move into a homeless shelter (6 percent compared to 2 percent). Many returnees (36
percent) had to move in with someone to help cut costs, but similar proportion of non-
returnees (32 percent) did so as well.

Both returnees and non-returnees reported availability of adequate food as a significant
and recurring problem. Employed non-returnees were more likely than Colorado Works
returnees to report difficulties in affording food for their families (56 percent compared to
46 percent). Returnees, however, were more likely to have gone to a food pantry or
shelter to obtain food—45 percent of returnees reported using a food pantry compared to
32 percent of non-returnees. This suggests that returnees experienced a higher rate of
food shortage than non-returnees. But the reported level of food-related problems
experienced by both groups seems high given that most of these families likely remain
eligible for Food Stamps.

Employed non-returnees reported more hardships in the area of medical care. One-quarter
of working non-returnees reported not being able to afford needed medical care for their
families, compared to 19 percent of returnees. This may be the result of returnees having
more access to state medical care programs such as Medicaid. It could also indicate
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that some employed non-returnees are not accessing health care programs such as the
Children’s Health Insurance Program (CHIP) for which their families are likely to be
eligible. Access to health insurance coverage is problematic for many employed non-
returnees. Among employed non-returnees, 50 percent reported that their employer
offered medical insurance coverage to them but only 54 percent of those who had access
to employer-provided coverage utilized it.



Chapter 4
Employment and Earnings Outcomes

Key Findings

*  The recent economic slowdown in the state appears to have had a pronounced
impact on the employment rates of recent Colorado Works leavers. The
employment rate in the first quarter after exit for leavers in SFY 2002 was 44
percent, significantly less than employment rates of more than 50 percent for
leavers in all prior years of the Colorado Works Program.

«  Employment retention continues to be an issue for Colorado Works leavers. Less
than one-third of former recipients are employed in all four quarters during the
year after exit from Colorado Works.

» The two largest industries employing former recipients are eating and drinking
establishments and health care. Former recipients employed in eating and
drinking establishments had low median quarterly earnings of $1,281. In
contrast, median quarterly earnings in the health care sector of $3,548 were
among the highest of any industry employing former recipients.

*  Non-working former Colorado Works recipients reported facing more barriers to
finding or keeping a job than their employed counterparts. Physical and mental
health problems were much more likely to be reported by non-working former
recipients than employed former recipients.

Employment Rates of Recent Colorado Works Leavers

Since the start of Colorado Works, about one-half of former Colorado Works recipients
are employed when they leave the program. More recently, however, the employment
rate for leavers has declined. As shown in Exhibit 4.1, the employment rate in the first
quarter after exit for former recipients leaving Colorado Works in SFY 2002 was 45
percent, significantly lower than leavers’ employment rates in earlier years (which ranged
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Exhibit 4.1
Employment Rates of Former Colorado Works Recipients
Adult Recipients who Exited in State Fiscal Years 1999-2002

60.0%

54.9%

54.2%
52.2%

50.7% 50.8%

50.0% -

42.9%

40.0% -

30.0% -

Employment Rate

20.0% -

10.0% -

0.0%
1st Quarter After Exit 4th Quarter After Exit

‘l SFY 1999 Leavers B SFY 2000 Leavers O SFY 2001 Leavers O SFY 2002 Leavers

Source: BPA calculations using Unemployment Insurance Records, Colorado Department of Labor and Employment.

Note: Tabulations include all adult leavers from Basic Cash Assistance. Former recipients are counted as employed if
they earned $100 or more in a quarter.

from 51 to 55 percent).! In the most recent quarters for which employment data is
available, however, the employment rates of leavers have improved. Employment rates of
Colorado Works leavers by quarter of employment are shown in Exhibit 4.2.
Employment rates for leavers employed in the third and fourth quarters of 2002 were 47
percent, compared to 43 percent for leavers employed in the first and second quarters of
2002. Nevertheless, the employment rates of recent Colorado Works leavers remain
notably lower than those of leavers in prior years.

! To analyze employment rates and earnings for those exiting Colorado Works, we use state
Unemployment Insurance (Ul) records. Ul records are based on employer filings of their employees’
total earnings during each calendar quarter. We count an individual as employed in a quarter if his or her

earnings from all employers in that quarter totaled at least $100.
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Exhibit 4.2

Employment Rates of Colorado Works Leavers in the First Quarter following Exit
By Quarter of Employment

Adult Recipients Who Exited in 1997:Q3 — 2002:Q3

100.0%
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Quarter of Employment

Source: BPA calculations using Unemployment Insurance Records, Colorado Department of Labor and Employment.

Note: Tabulations include all adult leavers from Basic Cash Assistance. Former recipients are counted as employed if
they earned $100 or more in a quarter.

Recent leavers have found it more difficult than those who left in earlier years to retain
employment for multiple quarters. This is evident from the trend in former recipients’
employment rates in the fourth quarter after exit (as shown in Exhibit 4.1). Among adults
leaving Colorado Works during SFY 2002, the employment rate in the fourth quarter
after exit was 43 percent, compared to 44 percent for SFY 2001 leavers and 51 percent
for SFY 2000 leavers.
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Employment retention continues to be an issue for former Colorado Works recipients.
Exhibit 4.3 reports employment retention rates for various groups of leavers between
1997 and 2001, the most recent exit group for which four quarters of Ul earnings data are
available. Total quarters employed after exit are reported separately for leavers who did
not return to the Colorado Works program for four quarters, and for eight quarters, after
exit. Fewer leavers in the most recent group (2001:Q4) worked in all four quarters after
exit (23 percent), and more did not work in any quarter after exit (37 percent), relative to
earlier leavers. A similar pattern holds for employment over eight quarters.

Less than one-third of former recipients are employed in all four quarters after exiting
Colorado Works. A number of factors may contribute to this sporadic attachment to the
job market. The recent economic slowdown in the state appears to have exacerbated
employment instability for some former recipients. Others may stop working due to
marriage, childbirth, or health problems. A third group of recipients may be employed
sporadically after exit because of a lack of job skills or other barriers, such as the
unavailability of transportation. Using survey data, we discuss the importance of each of
these factors in the final section of this chapter.

Exhibit 4.3
Total Quarters Employed, Former Colorado Works Recipients
Adult Recipients Who Exited in the Fourth Quarters of Calendar Years 1997-2001
Total Quarters Employed in First Year after Exit
Quarter of Number of
Exit Exiting Adults 0 1 2 3 All 4
1997:4 5,120 27.8% 10.0% 12.7% 16.4% 33.1%
1998:4 4,255 29.0% 9.7% 12.7% 16.1% 32.5%
1999:4 2,788 28.3% 9.9% 12.2% 15.5% 34.2%
2000:4 2,278 31.0% 10.8% 12.2% 15.7% 30.2%
2001:4 2,304 37.4% 12.6% 13.5% 13.2% 23.3%
Total Quarters Employed in First Two Years after Exit
Quarter of Number of
Exit Exiting Adults 0 1-2 3-4 5-7 All 8
1997:4 4,717 22.5% 12.4% 13.0% 29.9% 22.1%
1998:4 3,899 23.8% 12.4% 13.4% 29.2% 21.3%
1999:4 2,615 23.8% 13.3% 13.7% 28.5% 20.7%
2000:4 2,101 25.9% 14.6% 15.6% 26.1% 17.8%
Source: BPA calculations using Unemployment Insurance Records, Colorado Department of Labor and Employment.
Note: Tabulations include all adult leavers from Basic Cash Assistance. Former recipients are counted as employed if
they earned $100 or more in a quarter.
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Earnings Outcomes for Colorado Works Leavers

Median earnings of Colorado Works leavers in the first quarter after exit have displayed
no sustained up or down trend since the start of the program in 1997 and the end of 2002,
ranging between $2,000 and $2,400 (see Exhibit 4.4). Unemployment Insurance (UI)
records do not document the number of hours worked by employees or their hourly
wages. In most quarters, however, the median earnings level of Colorado Works leavers
is close to the full-time minimum wage earnings level of $2,253 (based on 35 hours of
employment per week at $5.15 per hour). This suggests that since the start of the program
and continuing to the present, many leavers have not been employed full-time upon exit
from Colorado Works or have significant periods of unemployment within a quarter.

Exhibit 4.4
Mean and Median Earnings of Colorado Works Leavers in the First Quarter after Exit
Adult Recipients Who Exited in 1997:Q3 - 2002:Q3
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Source: BPA calculations using Unemployment Insurance Records, Colorado Department of Labor and Employment.
Note: Tabulations include all adult leavers from Basic Cash Assistance. Former recipients are counted as employed if

they earned $100 or more in a quarter.
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Based on earnings alone, most Colorado Works leavers do not have household income at
or above the poverty level. A majority of leavers (69 percent) in the third quarter of 2002
had earnings below the poverty level and 42 percent had earnings below 50 percent of the
poverty level (see Exhibit 4.5). Only 31 percent of leavers had quarterly earnings at or
above the poverty level for their family size. Once families leave Colorado Works, they
generally remain eligible for a number of supportive services that increase effective
household income. Many leavers will likely be eligible for Food Stamp benefits, health
insurance benefits through Medicaid or the Child Health Insurance Program, and child
care subsidies. Poverty rates for Colorado Works leavers would be lower if the value of
these services was added to their household income. When the monetary value of benefits
actually received from child care assistance, Food Stamps, and the federal and state
earned income tax credits is taken into account, we have estimated that the poverty rate
among former recipients falls from about 67 percent to 40 percent.?

Exhibit 4.5
Earnings of Employed Colorado Works Leavers Relative to the Poverty Level
Adult Recipients Who Exited in Third Quarter of 2002

Median Earnings $2,420
At or Above Poverty 31%
Below Poverty 69%
Below 50% Poverty 42%

Source: BPA calculations using Unemployment Insurance records, Colorado Department of Labor
and Employment.

Note: Poverty thresholds are calculated based on family size.

2 This analysis is presented in Berkeley Policy Associates, Evaluation of the Colorado Works Program,
Third Annual Report, Part 2: Caseload Trends, Employment Outcomes, and Post-Exit Supportive
Services, November 2001.
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Over time, employed Colorado Works leavers who remain off assistance experience
significant earnings growth after exit. Exhibit 4.6 reports median quarterly earnings and
earnings growth, separately, for leavers who did not return to Basic Cash Assistance for
at least four quarters and for those who did not return for at least eight quarters. For those
who remained off cash assistance for at least four quarters, growth in median earnings
within four quarters was as high as 28 percent. More recent leavers groups, however,
experienced significantly lower earnings growth. For example, those who exited in the
fourth quarter of 2001 registered four-quarter earnings growth of only 6 percent. These
leavers were in the labor market during a period of economic slowdown and apparently
worked fewer hours and/or were paid a lower wage as a result. A similar pattern is
evident for eight-quarter earnings growth. Those who exited during 1999 and 2000, and
thus were in the labor market during a period of economic weakness, experienced eight-
quarter earnings growth of 29 percent and 21 percent, respectively, well below the 42 to
45 percent growth of 1997 and 1998 leavers.

The trends in earnings progression among Colorado Works leavers displayed in Exhibit
4.6 indicate that it has become more difficult for some leavers to gain a foothold in the
labor market during the state’s economic slowdown. In effect, the state’s recession
appears to have selected out those with marginal skills and work experience or significant
barriers from the job market. Fewer recent leavers have been able to obtain employment
after exit or maintain employment for three or four quarters in the year after leaving
Colorado Works (as was shown in Exhibit 4.3). Recent leavers (in 2000 and 2001) who
have obtained employment appear to have a combination of better skills and experience
and fewer barriers (e.g. lack of transportation or child care) than earlier leavers (in 1997
and 1998). These recent leavers are therefore working more hours immediately after their
exit from Colorado Works. This is reflected in the higher median quarterly earnings
levels of recent employed leavers in the first quarter after exit. For example, among those
leavers who did not return to Colorado Works in the four quarters after exit, 2001:4
leavers had first quarter median earnings of $3,316, which were 23 percent higher than
the first quarter median earnings of the 1998 leavers. This selection effect has moderated
the earnings growth experienced by recent leavers.
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Exhibit 4.6
Earnings Growth among Colorado Works Leavers Not Returning to Assistance
Four and Eight Quarters after Exit
Adult Recipients Who Exited in the Fourth Quarters of 1997-2001

Adult Recipients Not Returning to Assistance for 4 Quarters

Earnings
Median Earnings Growth
Quarter  Number 1st 2nd 3rd 4th 1st-4th
of Exit of Exiters Quarter Quarter Quarter Quarter Quarters
1997:4 1,695 $2,603 $2,830 $2,987 $3,305 27.0%
1998:4 1,383 $2,686 $3,046 $3,143 $3,441 28.1%
1999:4 953 $2,995 $3,174 $3,438 $3,587 19.8%
2000:4 688 $3,140 $3,491 $3,682 $3,599 14.6%
2001:4 537 $3,316 $3,646 $3,554 $3,511 5.9%
Adult Recipients Not Returning to Assistance for 8 Quarters
Median Earnings Earnings Growth
Quarter  Number 1st 2nd 4th 6th 7th 8th 1st-4th 1st-8th
of Exit of Exiters Quarter Quarter Quarter  Quarter Quarter Quarter Quarters Quarters
1997:4 1,044 $2,789 $3,070 $3,674 $3,659 $3,796 $3,948 31.7% 41.5%
1998:4 830 $2,836 $3,352 $3,919 $3,807 $3,940 $4,118 38.2% 45.2%
1999:4 540 $3,209 $3,623 $4,142 $4,135  $4,320 $4,161 29.1% 29.7%
2000:4 373 $3,561 $4,134 $4,319 $4,114  $4,442 $4,445 21.3% 24.8%

Source: BPA calculations using Unemployment Insurance records, Colorado Department of Labor and Employment.

Note: All employed adult leavers from Basic Cash Assistance who did not return to assistance for four or eight quarters are
included in the calculations of median earnings for each quarter. Former recipients are counted as employed if they earned
$100 or more in any quarter.
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Industry of Employment After Exit

The relatively low earnings of many Colorado Works leavers indicate that many find
employment in low-skill, low-wage industry sectors. Employment data from Ul wage
records partially confirm this. Exhibit 4.7 shows industry of employment for recent
Colorado Works leavers, with industries ranked by total leavers employed. Exhibit 4.8
ranks industries by the median quarterly earnings of leavers employed. The largest single
industry of employment for former recipients is eating and drinking establishments,
which employed 13.5 percent of leavers exiting in the second and third quarters of 2002.
Leavers in this industry recorded the lowest median quarterly earnings of any industry
sector, at $1,281. Other industries with relatively low median earnings that employed
large numbers of leavers included temporary help agencies ($1,600), general merchandise
retailers ($1,943), and food store retailers ($1,741).

Several industries with relatively high median earnings employed large numbers of
Colorado Works leavers. Most prominent was health care, which employed 11 percent of
leavers, whose median earnings were $3,548 per quarter. Other relatively high paying
sectors with significant employment of Colorado Works leavers include social services
(5.3 percent; $2,726), manufacturing (4.6 percent; $3,420), transportation, communica-
tion, and utilities (3.9 percent; $3,128), and construction (3.7 percent; $3,022).

Since the start of the program in 1997, there has been little change in the industries that
employ the most Colorado Works leavers. Over the 1997-2000 period, eating and
drinking establishments and health care were the two largest sources of employment for
Colorado Works leavers. And the difference in median quarterly earnings between the
two sectors was large: $1,391 for eating and drinking establishments compared to $3,049
for health care. Other large employers included temporary help agencies and other
business services (telemarketing).

These findings suggest that some industry sectors offer significantly better economic
opportunities than others for former Colorado Works recipients. In terms of both career
and earnings potential, employment in health care appears preferable to employment in
eating and drinking establishments or temporary help agencies. For example, based on
initial first quarter earnings alone, median annual earnings would total $14,192 in health
care compared to $5,124 for eating and drinking establishments. A major difference
between the health care and restaurant industries, however, is that entry into the former
generally requires training, such as Certified Nursing Assistant (CNA) training, whereas
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for most restaurant jobs, there are minimal or no training prerequisites. A further
advantage of health care employment is the greater opportunity for career advancement.
There are well-defined career pathways available to those who start at entry-level jobs,
such as CNAs, and employers will often subsidize the additional training needed to
advance.

Exhibit 4.7
Industry of Employment for Colorado Works Leavers in the Quarter after Exit
Ranked by Total Employed
Adult Recipients Who Exited in Second and Third Quarters of 2002
Median
Percent of Total Quarterly Number
Industry Employment Earnings Employed
Retail: Eating & Drinking Places 13.5% $1,281 407
Services: Health 11.2% $3,548 339
Services: Business-Temp Agencies 8.2% $1,600 248
Services: Business-Other 7.2% $2,307 217
Retail: General Merchandise 6.0% $1,943 181
Retail: Other 5.8% $2,316 175
Services: Social 5.3% $2,726 161
Manufacturing 4.6% $3,420 140
Retail: Food Stores 4.0% $1,741 122
Transportation, Communications,
Utilities 3.9% $3,128 117
Construction 3.7% $3,022 111
Services: Hotels/Lodging 3.5% $1,708 107
Finance, Insurance, Real Estate 3.0% $4,254 92
Retail: Auto Dealers/Gas Stations 2.9% $2,609 87
Services: Education 2.7% $2,360 81
Wholesale Trade 2.3% $3,938 71
Services: Motion Pictures/Recreation 2.1% $1,622 63
Services: Personal 2.0% $2,503 59
Agriculture 1.9% $1,312 58
Services: Other 1.8% $3,005 55
Services: Auto, Misc. Repair 1.5% $2,938 45
Public Administration 1.4% $3,304 43
Not Classifiable 1.2% $1,653 37
Mining 0.3% $2,947 9
TOTAL 100% $2,549 3,025
Source: BPA tabulations using Unemployment Insurance records, Colorado Department of Labor and Employment.
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Exhibit 4.8
Industry of Employment for Colorado Works Leavers in the Quarter after Exit
Ranked by Quarterly Earnings
Adult Recipients Who Exited in Second and Third Quarters of 2002
Median Percent of
Quarterly Total Number

Industry Earnings Employment Employed
Finance, Insurance, Real Estate $4,254 3.0% 92
Wholesale Trade $3,938 2.3% 71
Services: Health $3,548 11.2% 339
Manufacturing $3,420 4.6% 140
Public Administration $3,304 1.4% 43
Transportation, Communications, Utilities $3,128 3.9% 117
Construction $3,022 3.7% 111
Services: Other $3,005 1.8% 55
Mining $2,947 0.3% 9
Services: Auto, Misc. Repair $2,938 1.5% 45
Services: Social $2,726 5.3% 161
Retail: Auto Dealers/Gas Stations $2,609 2.9% 87
Services: Personal $2,503 2.0% 59
Services: Education $2,360 2.7% 81
Retail: Other $2,316 5.8% 175
Services: Business-Other $2,307 7.2% 217
Retail: General Merchandise $1,943 6.0% 181
Retail: Food Stores $1,741 4.0% 122
Services: Hotels/Lodging $1,708 3.5% 107
Not Classifiable $1,653 1.2% 37
Services: Motion Pictures/Recreation $1,622 2.1% 63
Services: Business-Temp Agencies $1,600 8.2% 248
Agriculture $1,312 1.9% 58
Retail: Eating & Drinking Places $1,281 13.5% 407
TOTAL $2,549 100% 3,025
Source: BPA tabulations using Unemployment Insurance records, Colorado Department of Labor and Employment.
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Characteristics of Employed and Non-Employed Colorado
Works Leavers

As described in Chapter 3, BPA conducted a survey of 540 former Colorado Works
participants who had exited the program between July and September of 2001.% The
results of the survey allow for a comparison of former participants who were employed at
the time of the survey and those who were not employed but who had not returned to
Colorado Works Basic Cash Assistance. Exhibit 4.9 presents the demographic
characteristics of these two groups and the survey findings regarding their knowledge of
Colorado Works time limits, barriers to employment, and hardships they have
encountered. A comparison of these two groups of former recipients provides insight into
two questions:

* What are some of the factors that associated with non-employment after exit from
Colorado Works?

* To what extent are non-working former recipients voluntarily out the workforce
vs. unable to find employment?

Of the 540 former Colorado Works participants surveyed, 339 (63 percent) had not
returned to the program at the time of the survey. Among these non-returnees, 165 (49
percent) reported working at the time of the survey and 174 (51 percent) reported not
being employed. It is probable that some of the respondents who reported not working at
the time of the survey did work at some point after leaving Colorado Works in 2001.

Demographic Characteristics

The only major difference in family structure between working and non-working former
recipients was a difference in the marriage rate. Thirty percent of non-working former
recipients reported being married, compared to 23 percent of those who were employed.
In addition, non-working former recipients were more likely to be female and to have a
primary language other than English than working former recipients.

% See Appendix 1 for a discussion of the survey design.
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Exhibit 4.9

Demographic Characteristics, Use of Public Assistance, Employment Barriers and Hardships
2003 Colorado Works Former Participants Survey Respondents

Sample Size

Demographics

Female

Married

Responsible for at least one child
English is not First Language

Avg. Number of Children

Education
Less than a High School Diploma or GED

High School Diploma
GED
Some College or A.A. Degree

College Degree (B.A. or B.S.)

Completed Vocational Training

Knowledge/Usage of Public Assistance

Know that TANF has a lifetime limit
Know that TANF limit is 60 months

Know Number of Months of Eligibility Remaining
Avg. Number of Months of Eligibility Remaining

Received EITC for tax year 2002
Received EITC in past 5 years
Currently using child care

Currently receiving child care assistance

Non-Working

Former

Participants

Working
Former Participants

174

90.8%
29.5%
98.1%
7.5%
2.1

26.9%
19.3%
22.8%
27.5%

3.5%

39.9%

70.1%
28.7%
48.3%

22.3
28.3%
38.8%
12.4%

4.7%

165

95.8%
22.6%
97.9%
2.4%
21

23.6%
17.4%
23.0%
32.9%

3.1%

38.8%

69.1%
24.8%
39.4%

28.2
65.9%
37.8%
42.3%
18.6%
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Exhibit 4.9 (continued)

Barriers to Employment

Lack of Jobs in Geographic Area
Personal Health Problems

Lack of Transportation

Lack of Education or Training

Parental Stress

Mental Health Problems

Additional Job Expenses

Physical Abuse

Language Barrier

Caring for an elderly or disabled relative
Alcohol or Drug Abuse (Self or Family Member)
Finding or Accessing Child Care

Economic Hardship

Had to Turn to Others for Financial Help

Had to Get Food From a Food Bank, Pantry
Was Unable to Afford Food

Phone or Utilities Being Turned Off

Had to Move in With Somebody to Cut Costs
Could not Afford Costly Medical Care

Had to Move to Get a Job

Paying Monthly Rent

Children Had to Move in With Someone

Car Repossessed

Had to Move to a Homeless Shelter

Non-Working Non- Working Non-
Returnees Returnees
48.8% 32.1%
45.4% 17.6%
43.7% 26.1%
43.6% 22.4%
34.9% 21.2%
29.7% 12.1%
17.4% 17.6%
14.0% 14.5%
12.7% 5.5%
10.9% 8.5%

7.0% 4.2%
4.1% 14.9%
73.0% 63.0%
45.7% 32.1%
42.8% 55.8%
40.4% 33.5%
29.5% 32.1%
20.8% 25.5%
14.5% 12.1%
11.5% 8.5%
9.1% 3.8%
6.0% 3.1%
3.4% 2.4%

Source: BPA tabulations from the 2003 Colorado Works Former Participants Survey.
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Education

The survey results show no significant differences in the levels of education and training
between employed and non-employed former Colorado Works recipients. Similar
proportions of those working and not working have completed at least a high school
education or its equivalent. Working former recipients were slightly more likely to have
completed at least some college-level education. The similarities in the education levels
of employed and non-employed former recipients suggest that years of schooling alone
are not strongly correlated with non-employment at a point in time. Education levels
would likely be a more significant factor if we were able to take into account survey
respondents’ duration of employment or non-employment.

Knowledge of Colorado Works Time Limit

A majority of both employed and non-employed former Colorado Works recipients are
aware of the existence of the program’s lifetime time limit, but less aware of its actual
duration. About 70 percent of both groups reported knowing that Colorado Works has a
lifetime limit, but less than 30 percent of either group knew that it was 60 months.

Having been off the program for some time, most former recipients recall the existence of
time limits, but only a minority recollect the length of time for which they are eligible for
assistance.

Almost one-half (48 percent) of non-working former recipients were able to report the
number of months they remained eligible for assistance, compared to 39 percent of
employed former recipients. Non-working former recipients reported on average having
six fewer months of eligibility remaining compared to working former recipients.
Working respondents had, on average, just over 28 months left on their lifetime benefit
limits, while non-working respondents reported 22 months remaining. Because they have
fewer months of eligibility for cash assistance remaining and are not currently working,
non-employed former recipients appear, on average, to have made less progress towards
self-sufficiency than their employed counterparts.
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Use of the EITC

Non-working former Colorado Works recipients make much less use of the federal EITC
than do their employed counterparts.* Almost 66 percent of employed former recipients
received the EITC for the tax year 2002, while only 28 percent of those not working at
the time of the survey did so. If non-working respondents did not work at all during 2002,
then they would not be eligible for the EITC. As noted earlier, however, it is likely that a
significant proportion of those not working at the time of the survey were employed for
some period of time in 2002 after leaving Colorado Works. This suggests that recipients
who have more stable attachment to the labor force are more likely to utilize the EITC
compared to those with less stable employment, even though the latter group remains
eligible for the tax credit and would benefit greatly from it.

Barriers to Employment®

Non-working former Colorado Works recipients reported facing more barriers to finding
or keeping a job than their employed counterparts. Personal health problems were one of
the most frequently reported barriers by non-working respondents. More than 45 percent
of those not working reported personal health as a barrier, compared to 18 percent of
employed non-returnees. Thirty percent of the non-working respondents reported mental
health as an employment barrier, compared to 12 percent of the employed. Non-
employed respondents were also more likely than the employed to report an employment
barrier stemming from their own or a family member’s substance abuse, although
reported incidence was low.°

Non-employed former recipients were also more likely to have experienced other
employment-related barriers than employed respondents. About 43 percent of non-
working respondents reported lacking a reliable means of transportation to work,
compared to 26 percent of employed non-respondents. More than 48 percent of non-

# Utilization of the federal Earned Income Tax Credit (EITC) by working current and former Colorado
Works participants is discussed in more detail in Part 2 of this report.

® We discuss current state and county efforts to provide services to current and former Colorado Works
participants for transportation barriers, mental health problems, and substance abuse in Part 2 of this
report.

® Previous experience with in-person and telephone surveys demonstrates that respondents are likely to

underreport substance abuse problems that they may have.
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working former recipients reported not being able to locate jobs in their geographic area,
compared to 32 percent of employed respondents.

Educational and language barriers were also more frequently reported by non-working
respondents. Nearly 43 percent of those not working reported a lack of adequate
education and training as a barrier to employment during the past 12 months, compared
to 22 percent of employed respondents. Based on the earlier finding that both groups
have similar educational backgrounds, the frequency of this educational barrier may
instead stem from a lack of workforce experience and/or skills, rather than from a lack of
schooling. Non-working respondents were more than twice as likely than the employed to
report facing a language barrier to employment.

Non-working former Colorado Works recipients face many of the same employment
barriers as program returnees. Physical and mental health problems, lack of
transportation, and insufficient education all appear to be significant and regular
challenges faced by these two groups. This suggests that many non-employed former
recipients face a high likelihood of returning to cash assistance and that, in any event,
they could benefit from the same types of supportive services available to current
Colorado Works recipients.

Economic Hardship

Non-working former recipients reported facing more economic hardships than their
employed counterparts. With respect to housing, 40 percent of non-working respondents
reported having their utilities disconnected, compared to one-third of employed
respondents. Also, non-employed respondents were more than twice as likely as those
working to need their children to move in with a friend or family member because of
their inadequate housing situation.

Those who were not working were also more likely to face other financial hardships.
They were nearly twice as likely as the employed to have their car repossessed, and over
9 percentage points more likely to have to turn to friends or family members for financial
help. This suggests that many non-working respondents do not have other stable income
sources, such as a spouse’s earnings.
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Employed former recipients also reported high levels of hardship in some key areas. For
example, 63 percent reported needing to turn to others for financial help. Over 55 percent
of employed respondents reported being unable to afford food, compared to 43 percent of
the non-employed. Employed respondents, however, were less likely to report needing to
get food from a food bank suggesting either that their hunger needs were less extreme
than those not working, that it was difficult for them to access food bank services, or that
they intentionally chose not to use such services. About one-third of employed
respondents reported phone or utilities had been turned off during the past year. They
were 5 percentage points more likely than the non-employed to report not being able to
afford medical care for a family member (26 percent vs. 21 percent).

The survey findings on hardships indicate that many former Colorado Works participants
are reporting high levels of personal and economic hardships, regardless of whether they
are employed or not. Departure from Colorado Works and subsequent employment does

not ensure that all former recipients are achieving an adequate level of self-sufficiency.



Chapter 5
Barriers to Participant Self-Sufficiency

Low-income families, and Colorado Works participants in particular, may face a
multitude of problems in their everyday lives, ranging from community-wide problems,
such as lack of public transportation, to very private matters, such as dealing with
substance abuse or domestic violence. These institutional and personal problems—or
“barriers to self-sufficiency”—have been found to limit adults’ abilities to seek, secure,
and maintain employment. To the extent these barriers can be treated with service
interventions, agencies that work with affected families, including the Colorado Works
program, should provide the necessary assistance to lessen or ameliorate such problems
so that adults who might otherwise be unable to work may be able to become self-
supporting. If barriers go undetected or untreated, individuals will be limited in their
ability to obtain or maintain long-term self-supporting employment. Particularly in the
era of time-limited welfare, providing families with needed treatment and services as
quickly as possible is one way to minimize their time on aid and maximize their potential
for self-sufficiency.

Colorado Works participants generally face three types of problems or barriers to self-
sufficiency: personal, institutional, and economic barriers. Personal barriers include
problems such as substance abuse, mental illness, co-occurring substance abuse and
mental illness, physical disability, domestic violence, and lack of job skills. Institutional
barriers include systemic problems faced by the community at large, including housing
shortages, lack of public transportation, and lack of quality or affordable child care. A
third category, economic barriers, includes the under-use of available resources that have
the potential to increase income or reduce expenditures, such as the Earned Income Tax
Credit (EITC), Food Stamps, or Low-Income Child Care. Findings reported by BPA in
the 2000 Second Annual Report for the evaluation of the Colorado Works Program
indicate that the majority (85 percent) of Colorado Works participants face at least one
personal or institutional self-sufficiency barrier.

In 2002, the General Assembly modified the Colorado Works program by enacting
House Bill 02-1025 (codified as Section 26-2-724, C.R.S.). Recognizing that a substantial
proportion of Colorado Works participants face self-sufficiency barriers due to problems
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with mental illness or substance abuse, this legislation required the Colorado Department
of Human Services (the Department) to designate a nationally recognized screening
instrument to identify substance abuse or mental illness among Colorado Works
participants by July 1, 2002 and to provide training on this instrument. Although not
obligated to use the instrument selected by the Department, the counties were required by
Section 26-2-724 (2), C.R.S., to designate a mechanism for screening Colorado Works
participants for mental illness or substance abuse and, based upon the results of the
screening, make referrals for services, if appropriate. The legislation also directed the
statutorily required annual evaluation of the Colorado Works Program to include an
analysis of the cost-effectiveness of providing mental health and substance abuse
screening, assessment, and referral (Section 26-2-723, C.R.S.).*

In Part 2 of this report, we focus on four major barriers to self-sufficiency: mental health
problems, substance abuse, insufficient use of the EITC, and lack of transportation. We
also examine co-occurring mental illness and substance abuse, and the special problems
this condition poses regarding treatment and service options. In the sections below, we
provide background information on the specific barriers to self-sufficiency discussed in
detail throughout the remainder of this report.

Mental Health and Substance Abuse Problems

Prior to the implementation of Colorado Works in 1997, welfare participants’ underlying
mental health and substance abuse problems were not a concern of the cash assistance
system, Aid to Families with Dependent Children (AFDC). AFDC caseworkers were
largely concerned with determining eligibility for cash benefits; helping participants
move from welfare to sustainable jobs was not a program goal. With Colorado Works,
however, progress toward self-sufficiency is built into both programmatic and individual
participants’ goals. Identifying and, if possible, addressing underlying barriers to
employment are key to helping participants to meet these goals. Because many TANF
case managers were formerly AFDC eligibility technicians, however, they have generally
lacked the training to identify participants’ non-cash needs or to interact with their clients
about matters other than income eligibility. As a result, the TANF system took several
years to develop appropriate assessment and treatment partnerships, and to retrain staff to
provide clients with non-financial assistance, such as screening and referral to mental

1 While the terms “screening” and “assessment” are sometimes used interchangeably, for the purposes
of this report we differentiate between the two as follows: Screening identifies the potential presence of
a condition or limitation and may be used to determine whether further diagnosis or assessment by an
expert is indicated, while assessment establishes the extent and severity of a limitation.
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health or substance abuse assessment and treatment. As we discuss in Chapter 6,
Colorado counties have devised a variety of ways to identify substance abuse and mental
health problems and to help participants receive appropriate treatment.

Mental lllness Among TANF Recipients

Research has shown that what may appear as welfare dependency and lack of motivation
among welfare participants may instead be symptoms of mental illness or depression.
Adults suffering from these problems may lack the ability to follow through on job
interviews or referrals, be at work on time, perform their job duties, or even meet with
their case managers on a regular basis. As a result, mental health problems may not be
identified until after welfare participants fail to reach their goals. Recognizing possible
symptoms of mental illness and referring participants who may need services to
assessment and treatment are crucial steps in helping them move toward self-sufficiency.

Nationally, mental health problems have been shown to be particularly prevalent among
members of the TANF population. Indeed, estimates indicate that roughly one-third of
welfare recipients nationwide have a mental illness, compared to one-fifth of the general
adult population. No estimates of the prevalence of mental health problems among
Colorado Works participants are available. However, the 2000 Colorado Works
Participant Survey, summarized in BPA’s Second Annual Report, found that mental
health problems were the primary barrier to self-sufficiency among participants, with 42
percent of respondents reporting that mental health or emotional problems interfered with
their ability to work.

The National Institute of Mental Health has estimated that only 20 percent of all
Americans with mental health problems seek treatment. Of the Colorado Works
participants who reported in the 2000 Participant Survey that mental health or emotional
problems interfered with their ability to work, less than one-half received treatment or
other services to address their problems. In its Second Annual Report, BPA identified this
as an area for improvement, and recommended that the Mental Health Assessment and
Service Agencies (MHASAS) strengthen their outreach with county social and human
services agencies to ensure that the mental health needs of Colorado Works participants
are met. In Chapter 6, we present our analysis of data from the mental health service
system that provide an estimate of the number of Colorado Works participants who
received treatment through the mental health system between January 2000 and
December 2002.
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Substance Abuse Problems Among TANF Recipients

Substance abuse was not cited as frequently as mental illness as being a barrier to self-
sufficiency in the 2000 Colorado Works Participant Survey, but it can be just as
debilitating. One obstacle to assisting TANF recipients with substance abuse problems is
that screening efforts often rely on participant self-reporting as a means of identifying
substance abuse treatment needs. If an individual is in denial, or is reluctant to share
information about his or her substance abuse, it is unlikely that the need for treatment will
be recognized. Like mental health problems, substance abuse is often identified only after
the participant has failed to meet program requirements. Reluctance to open up about
substance abuse is common, particularly among families with children involved in Child
Protective Services, who fear their children may be taken away if their substance abuse
problems become known. Participants may also fear sanctions, denial of services, or legal
ramifications if their substance abuse problem is divulged. Only in safe and confidential
environments will most people seek help for their problems.

National estimates of the prevalence of substance abuse problems among TANF
recipients vary widely, ranging between 20 and 60 percent. Even the lowest of these
estimates, however, is significantly larger than the 7 percent of the general population
over the age of 12 who are estimated by the Substance Abuse and Mental Health Services
Administration (SAMHSA\) of the U.S. Department of Health and Human Services
(HHS) in 2001 to have substance abuse or dependence problems. Two sources of
information on substance abuse among the Colorado Works population are available,
both relying on self-reported data. First, in the 2000 Participant Survey, 5 percent of the
respondents reported that they had experienced substance abuse problems that interfered
with their ability to work. Most of the county Colorado Works staff interviewed at the
time, however, believed that this figure under-represented the actual problem, and that
substance abuse was in fact the primary barrier faced by participants. Second, data from a
survey published in 2001 by the Alcohol and Drug Abuse Division (ADAD) of the
Department indicated that 14 percent of Colorado Works participants reported having
substance abuse problems. In comparison, HHS estimated the prevalence of substance
abuse in the overall Colorado adult population in 2001 at 8 percent.

As is the case with treatment for mental health problems, relatively few TANF recipients,
either in Colorado or nationally, receive substance abuse treatment services. National
figures from SAMHSA indicate that only 18 percent of all Americans over age 12 who
need substance abuse treatment actually receive it. The most current data we have for
Colorado, the 2000 Colorado Works Participant Survey, indicated that only one-
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fourth (27 percent) of Colorado Works participants with substance abuse problems
received treatment.

Co-Occurring Disorders Among TANF Recipients

Beyond the identification problems noted above, individuals who are both mentally ill
and substance abusers face an additional challenge. Service systems have not kept pace
with the growing incidence of co-occurring mental illness and substance abuse disorders
(“dual-diagnosis™), especially in the TANF population.

SAMHSA'’s 2001 National Household Survey on Drug Abuse found that among adults
with severe mental illness, 20 percent were dependent on or abused alcohol or drugs. In
contrast, the substance abuse rate among adults without mental health problems was 6
percent. According to the U.S. Surgeon General’s 1999 report on mental health, “41 to 65
percent of individuals with a lifetime substance abuse disorder also have a lifetime
history of at least one mental disorder, and about 51 percent of those with one or more
lifetime mental disorders also have a lifetime history of at least one substance abuse
disorder.” Results of our current survey conducted with Colorado Works programs in 14
counties indicated that the problem of dual diagnosis among the TANF population is
well-recognized. Chapter 6 provides more information about the extent of co-occurring
disorders among Colorado Works participants.

Previous research also has found a significant gap between the need for treatment and its
receipt. One study reported by SAMHSA found that while 7 to 9 percent of all
Medicare/Medicaid enrollees surveyed had evidence of either a substance abuse disorder
or a mental disorder or both, treatment rates among individuals with co-occurring
disorders were less than one percent. Another HHS study found that of research group
members who had co-occurring disorders, only 19 percent received treatment for both
disorders; 29 percent did not receive treatment for either disorder. Much improvement is
needed in procedures for ensuring that patients have easy access to services from both the
mental health and substance abuse treatment systems and in the production of manuals or
training materials for caseworkers on treatment for people with co-occurring disorders.

TANF recipients with co-occurring disorders have multiple problems that are not easily
addressed by the services offered by either the mental health or substance abuse treatment
systems. Consequently, few people with co-occurring disorders receive the full array of
treatment they need, and the assistance they do receive is likely to be general medical
attention, rather than specialized mental health or substance abuse assessment and
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treatment. Our findings and recommendations on the dual-diagnosis needs of Colorado
Works participants are presented in Chapter 6.

Transportation and Income Batrriers

With the exception of mental health problems, the 2000 Colorado Works Participant
Survey data indicated that institutional barriers—such as insufficient housing,
transportation, and child care—were more prevalent than personal barriers. The survey
found that transportation issues posed problems in finding or keeping a job for 40 percent
of Colorado Works participants. In the Second Annual Report, BPA suggested combining
various funding streams in addition to TANF, in order to increase the transportation
services available to Colorado Works participants. In Chapter 8, we discuss efforts made
by the Department and the counties to address this barrier to self-sufficiency as well as
possible solutions.

Although it was not recorded as a specific barrier in the Second Annual Report, the report
identified lack of awareness and use of the Earned Income Tax Credit (EITC) as an issue
for the Colorado Works population. The federal EITC is a refundable tax credit that
allows working families with incomes up to about $34,000 to supplement their earnings
through the tax system. In 1999, Colorado introduced a state Earned Income Credit
(which was not available in 2003) that further supplemented income to those who filed
taxes in the state and claimed the federal EITC. Among working Colorado Works
families responding to the 2000 Colorado Works Participant Survey, however, only one-
half claimed the state tax credit in their state tax returns.

BPA recommended in the Second Annual Report that the Department work with the
counties to ensure that Colorado Works participants have adequate information to claim
the EITC. In Chapter 7, we present our analysis of the efforts made by the Department
and the counties to implement this recommendation.

Evaluation Scope and Data Sources

Part 2 of the Fifth Annual Report for our evaluation of the Colorado Works Program
incorporates an emphasis on identifying best practices among the range of service
structures adopted by various counties. The focus of Part 2 is on meeting the legislative
mandate for evaluating mental health and substance abuse barriers facing Colorado
Works participants. We also examine two other important supports—the Earned Income
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Tax Credit and transportation assistance—and describe promising approaches to
providing related services to Colorado Works recipients.

Of the data sources utilized in the Fifth Annual Report, the following were particularly
relied upon for our Part 2 analyses:

e Survey of the Colorado Works Program in 14 Counties. The survey was
conducted in the following counties: Adams, Arapahoe, Boulder, Denver, El
Paso, Fremont, Jefferson, Larimer, Las Animas, Mesa, Otero, Pueblo, Rio
Grande, and Weld. Survey respondents were Colorado Works program
managers and the relevant members of their staff. With a 100 percent response
rate to the survey, we believe these data to be highly reliable.

The County Survey included questions about:

= Screening, assessment, referral, and service provision processes that
counties use for mental health and substance abuse;

= Service providers with whom counties contract and the types of
arrangements they use;

= Number of Colorado Works participants using services, and the cost of
these services;

= Types of transportation assistance provided by the county, collaboration
with outside agencies, and the cost of transportation services; and

= Assistance provided to Colorado Works participants in securing the EITC.

* Interviews. We conducted interviews with staff at the Department, including
Division of Mental Health Services (MHS) and Alcohol and Drug Abuse
Division (ADAD) program managers; staff at the Colorado Health Care Policy
and Financing Department (HCPF); and staff from the mental health and
substance abuse managed care organizations discussed in Chapter 5.

* Administrative Data. We analyzed administrative data maintained by the
Department, including data from the COIN system for Colorado Works
participants and data from the Colorado Client Assessment Record (CCAR),
which documents the use of publicly-funded mental health services for low-
income families. In particular, we matched individual-level data on Colorado
Works participants served by the mental health system to the Colorado Works
program data. We used these data to estimate the extent of mental health
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service provision for Colorado Works participants statewide, the types of
services they received, and the extent of co-occurring disorders.

»  Colorado Works Participant Survey. Included in the survey BPA conducted
with 540 current and former Colorado Works participants were questions about
participants’ barriers to employment, their service needs, and their use of the
Earned Income Tax Credit.



Chapter 6

Providing Mental Health and Substance Abuse
Services to Colorado Works Participants

Surveys and interviews conducted with Colorado Works program staff in 14 Colorado
counties continue to substantiate the assertion in House Bill 02-1025 (codified as Section
26-2-724, C.R.S.) that *“a significant percentage of Colorado Works participants
encounter barriers to achieving self-sufficiency due to substance abuse problems or
mental illness.” The 2003 Colorado Works Participant Survey conducted for this
evaluation also provides support for this statement, with almost one-fourth (23 percent)
of respondents statewide indicating that a mental health problem had presented a barrier
to their getting or keeping a job, and 1 percent indicating that substance abuse problems
hampered their abilities to secure or maintain employment. The General Assembly found
that the use of screening instruments to screen for persons who have mental illness or
substance abuse problems and to refer participants for services, if appropriate, would be
beneficial to the Colorado Works program (Section 26-2-724, C.R.S.).

Since BPA first reported on mental health and substance abuse problems in the Colorado
Works caseload in the Second Annual Report, counties have implemented a variety of
programmatic responses. Notably, collaboration with specialists from other public
agencies and private organizations has increased tremendously over the past three years.
In particular, counties draw on the expertise and resources offered by the Mental Health
Assessment and Service Agencies (MHASAS) and the Managed Service Organizations
(MSOs), the managed care providers for mental health and substance abuse treatment.

In this chapter, we examine the extent of mental health and substance abuse problems in
the Colorado Works population, and specific county responses to these issues. We also
discuss the public mental health services provided through the Division of Mental Health
Services (MHS) of the Colorado Department of Human Services (the Department),
substance abuse treatment and prevention services provided through the Department’s
Alcohol and Drug Abuse Division (ADAD), and services for people with co-occurring
disorders of mental illness and substance abuse, which may be handled either through
MHS or ADAD. We conclude with a discussion of evidence from numerous national and
state analyses of the cost-effectiveness of providing mental health and substance abuse

services to TANF recipients. @
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Department Actions With Regard to Statutory Mandates

In its Second Annual Report, BPA identified areas within both the mental health and
substance abuse realms that the Department and its partner agencies should improve.
With regard to mental health, BPA found that county staff felt ill-prepared to screen
Colorado Works participants for mental health problems, and recommended that the
Department and the MHASA s strengthen their outreach with county social and human
services agencies to ensure that the mental health needs of Colorado Works participants
were met.

Section 26-2-724, C.R.S., requires that the Department designate a nationally recognized
screening instrument to identify substance abuse and mental illness problems among the
Colorado Works population by July 1, 2002, and provide training to county staff on the
use of this screening. After this date, counties were required to utilize either this
designated screening tool or one that they select to screen participants for substance
abuse and mental illness. Evidence shows that both the Department and the county
departments of human and social services have met this mandate.

To comply with the legislation, the Department prepared the “Talk and Trust Substance
Abuse Screening and Assessment” manual aimed at assisting Colorado Works staff to
screen participants for substance abuse problems. The Department also prepared the
“Colorado Works/TANF Recommended Application Screening Tool,” which has a set of
questions regarding mental illness. In addition, the “Colorado Works Practitioners’
Resource Guide,” prepared by the Department as a resource on universal access and
inclusion for people with disabilities, provides guidance on screening and serving
Colorado Works clients with mental illness. Training on the use of these tools and
manuals has been provided at state-sponsored workshops, including the Colorado Works
Professional Development Academy in May 2003. All 14 counties surveyed in the
County Survey have designated a screening tool for mental health and substance abuse.
Each county provided copies of these tools to BPA as part of the survey data collection.

Mental Health Services

Based on administrative data collected by MHS, we found that between January 2000 and
December 2002, 6,169 of the 34,903 adults receiving Colorado Works (18 percent) also
received mental health services through the public mental health system during that
period. As shown in Exhibit 6.1, rates of mental health services receipt vary across
counties. Highlighted rows in the exhibit indicate counties included in BPA’s County
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Survey. Among the 14 counties surveyed, Rio Grande and Denver had the lowest public
mental health service provision rates (12 percent). Boulder, Jefferson, Mesa, and Pueblo
Counties had the highest rates at 23, 22, 24, and 28 percent, respectively.

Exhibit 6.1

Receipt of Mental Health Services Among the Colorado Works Adult Caseload
January 2000 - December 2002

Receiving Receiving

Adult MH % Receiving Adult MH % Receiving
County Caseload Services MH Services County Caseload Services MH Services
Adams 1,662 329 19.8% Kit Carson 95 8 8.4%
Alamosa 478 89 18.6% Lake 47 12 25.5%
Arapahoe 3,706 649 17.5% La Plata 327 80 24.5%
Archuleta 86 21 24.4% Larimer 1,552 248 16.0%
Baca 56 10 17.9% Las Animas 351 56 16.0%
Bent 93 19 20.4% Lincoln 46 5 10.9%
Boulder 1,350 306 22.7% Logan 193 44 22.8%
Broomfield 89 15 16.9% Mesa 1,273 306 24.0%
Chaffee 120 16 13.3% Mineral 3 0 0.0%
Cheyenne 22 1 4.5% Moffat 166 45 27.1%
Clear Lake 100 24 24.0% Montezuma 612 59 9.6%
Conejos 224 33 14.7% Montrose 457 113 24.7%
Costilla 132 19 14.4% Morgan 461 71 15.4%
Crowley 172 29 16.9% Otero 425 70 16.5%
Custer 33 7 21.2% Ouray 8 0 0.0%
Delta 490 78 15.9% Park 22 3 13.6%
Denver 6,380 791 12.4% Phillips 20 2 10.0%
Dolores 37 4 10.8% Pitkin 5 1 20.0%
Douglas 182 33 18.1% Prowers 314 51 16.2%
Eagle 46 6 13.0% Pueblo 1,202 330 27.5%
Elbert 59 8 13.6% Rio Blanco 24 10 41.7%
El Paso 5,371 921 17.1% Rio Grande 442 52 11.8%
Fremont 691 139 20.1% Routt 41 10 24.4%
Garfield 323 82 25.4% Saguache 164 16 9.8%
Gilpin 30 5 16.7% San Juan 14 3 21.4%
Grand 69 16 23.2% San Miguel 15 2 13.3%
Gunnison 96 29 30.2% Sedgwick 14 2 14.3%
Hinsdale 7 4 57.1% Summit 21 7 33.3%
Huerfano 191 40 20.9% Teller 137 22 16.1%
Jackson 26 7 26.9% Washington 34 6 17.6%
Jefferson 2,884 638 22.1% Weld 1,075 153 14.2%
Kiowa 8 0 0.0% Yuma 130 14 10.8%
State Total 34,903 6,169 17.7%

Source: County caseload data come from COIN administrative data. Data on mental health services are from the CCAR
administrative data.

Notes:

Mental health service receipt could occur at any point during the period from January 2000 to December 2002 when the
caseload sample was drawn. It is possible that an individual received mental health services and Colorado Works at

different times during this period.

In some cases, county of Colorado Works participation does not match county of mental health service receipt. This may
result if the participant receives mental health services while not receiving Colorado Works or receives mental health
services in a county other than their county of residence.
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Identification of Mental Health Problems

As Colorado Works has introduced new measures aimed at identifying barriers to
employment among participants, it is to be expected that county programs would evolve
over time, improving their ability to detect and serve clients with a variety of problems.
In past evaluation reports, identification of and treatment for mental health and substance
abuse problems stood out as areas in which increased efforts were necessary.

As shown in Exhibit 6.2, in nine of the 14 counties surveyed, staff report they are
identifying more Colorado Works participants with mental health problems than they did
in the year 2000. Staff in the remaining five counties report they are identify