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Wélfdfe to career at Cascade Engineering, Inc.

What makes hiring and retaining welfare recipients difficult?
What are the keys to successfully retaining employees who ate from poverty?
Is there a business case for hiring welfare employees?

Lisa HUDSON’S PERSONAL SITUATION REFLECTS THE DEMOGRAPHICS OR WELFARE: SHE 15 A
sINGLE mother with four children. She’s far from the unfortunate stereotype of a lazy welfare recip-
ient, however, working the day shift, taking a full college course load after work, and then studying
until 1:30 a.m. Over the course of the day she shuttles her children between two childcare providers.
Hudson assembles parts for car dashboards and is a client in a welfare-to-work program, but sees her
future in the field of psychology rather than on the shop floor. “Ilove it [but] it’s not what I want to
do. ... 'm going to school for psychology, butin the meantime, if it takes me ten years to get finished
_with my degree, I'll be here until it’s finished.”

Hudson is one of more than 500 welfare recipients who have participated in Michigan-based Cas-
cade Engineering’s “welfare-to-career” (W2C) program. Cascade reaps benefits from the program
too, making it a win-win for all involved, Siill, no one at Cascade, including the privately held firm’s
CEO and Chairman Fred Keller, would say that the program’s 11-year journey has been an easy one.

The plastics manufacturer has traveled the path, first alone and then with partner agencies, inmany -

small and fitful steps. With each step, the challenges that people in poverty face have become more
apparent to Cascade managers, as has the need for countervailing support systems. The process has
been one of continnal improvement, with many cycles of observation, hypothesis building, experi-
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Welfare-to-Career participant Lisa Hudson prepares injection moldings at Cascade Engineering.

Cascade Engineering Highlights

Privately held company founded in 1973 by Fred Keller
Located in Grand Rapids, Michigan
Workforce: Non-union workforce of 1,100, including 99 welfare-to-career employees
Products: Plastic injection-molded products such as office chair seats, waste and recycling containers, and automotive parts
Notahle Customers: Herman Miller, Waste Management, DaimlerChrysler, Ford, and General Motors
Manufacturing Competence: “2001 Processor of the Year” (Plastics News);
¥1998 Manufacturer of the Year” (Michigan Manufacturers Association)
Corporate Citizenship: 1998 Ron Brown Award for Corporate Leadership;
2002 Large Employer of the Year Award (Goodwill Industries)
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mentation, and more observation. Ulti-
mately, the sustained commitment of
the firm’s senior management and part-
ner agencies has been crtical to the pro-
gram'’s success.

Welfare-to-Career Champions

"The success of the welfare-to-career pro-
gram at Cascade is due in large part to
two champions who are committed to
the program’s success. Fred Keller makes
the environment safe for innovation and
the accompanying intermittent failures.
RonJimmerson, human resources man-
ager of community parinerships and
workforce diversity, is the innovator who
built the coalition of partners that sup-
ports the welfare-to-career programand
has played the dominant role in building
a bridge between Cascade’s culture and
the culture of poverty that allows former
welfare recipients to join the working
class.

Keller and Jimmerson come from
diametrically opposed backgrounds.
Keller, now in his fifies, graduated from
Cornell University in 1967, worked as a
metallurgist at Pratt and Whitney for
stz years, and earned an MBA from Rens-
selaer Polytechnic Institute. He was con-
vinced that corporate America was
“doing it wrong” and started Cascade to
pursue, in his words, “worthy goals.”

Tall and well-spoken, Keller doesn't
think that the role of business is to focus
only on economic success, especially at
society’s expense, and then just “give
back” charity to the community. He
believes in “doing something good and
then making it good business,” looking
for win-win outcomes for Cascade and
society together. Accordingly, Cascade
measures its success using a “three-
legged” strategy that is comprised of
financial returns, environmental per-

~James R, Bradley is an assistant professor at
the Johnson Graduate School of Management
at Cornell University. He can be reached at
jro28(@cornell.edu.
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formance, and social impact. Indeed, in
Keller's experience, greater environ-
mental or social performance often pro-
vides Cascade with economic benefit
either direcily or indirectly through
improved morale and more dedicated
employees. Making good things into
good business sometimes requires time,
and private ownership affords Keller the
necessary patience.

Keller’s desire to help welfare recip-
ients fits his ethos; breaking the cycle of
generational poverty' was a worthy goal,
and he foresaw benefits for his company,
its employees, and the Grand Rapids
community, Cascade would sustain its
workforce and improve its work envi-
ronment, society’s cost of welfare assis-
tance would decrease, and welfare clients
would lead better lives. Cascade’s altru-
istic intentions are evident — the pro-
gram started in 1991 before labor was
scarce, But the need for workers in the
hot economy of the late 1990s bolstered
the business case for welfare to work.
According to Mike Goldman, Cascade’s
vice president of business services,
unemployment was 1 percent at that
time, which made finding workers
through traditional channels difficult.

Jimmerson, the program’s other
champion, grew up in generational
povetty, in a single-parent household.
Disaffected by society, he dropped out of
school. “In my growing up there was a
lot of animosity and hatred toward white
people because I felt powerless,” he
recalled. "I can remember going to high
school and in history class there was
nothing in there about what blacks had
contributed to America. ... So that does-
n't give a minority person any self-esteem
as far as the whole American system.
So T had alot of bitterness that you will
probably find in all the working poor, not
just African Americans.”

Jimmerson became alicensed social
worker in a substance abuse clinic before
joining Cascade and has made the tran-
sition from poverty to middle class, He

now works in many ways to help others
through the same transition, including
championing Cascade’s W2C program
and providing a ministry to prisoners.
Another way is by being a positive role
model. “Istill live in what isknown as ‘the
hood' ... and I refuse to move out because
I'want to be arole model for kids that are
down there. ... When [ was growing up
in mylocal community all Isaw was the
pimps, the drug dealers, the prostitutes,
the robbers, and the thieves, Inever saw
those positive role models.”

"The two cultures from which these
men come represent the two cultures
that are merged in Cascade’s W2C pro-
gram. Despite their different back-
grounds, Keller and Jimmerson shared a
vision of a successful welfare-to-work
progratn that never faded, despite anum-
ber of false starts.

The Development of the
Welfare-to-Career Program

False Starts Cascade’s welfare-to-work
program was not immediately success-
ful; itis 2 sustained learning process that
continues today. There were two “false
staris” that preceded the current ver-
sion. The first experiment was in 1991,
when Jimmerson, then the human
resources manager for one of Cascade’s-
divisions, partnered with Faith, Inc. to
recruit the unemployed and homeless in
the Heartside area of Grand Rapids.*
Faith, Inc. provided pre-employment job
training, and the state of Michigan heav-
ily subsidized the purchase of a van for
welfare recipients to drive themselves
to work.

Within two weeks, all 10 welfare
recipients who Jimmerson recruited
through Faith, Inc. either quit or were
fired. “We had the employees drive, and
so they would stop at the liquor store and
the dope house, and if the driver didn’t
come in then none of them came in,”
The partnership had not considered that
welfare recipients were unaccustomed to
work culture and responsibilities.
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The welfare-to-work idea lay dor-
mant until 1995, when Keller and Stuart
Ray, the owner of a number of Burger
King franchises in western Michigan,
developed a parinership to help people
learn work skills in two stages. They
called jt the Work-to-Work Program. At
Burger King, welfare clients would learn
the responsibilities that were missing in
the Faith, Inc. venture. As Keller recalled,
“They could learn team skills, and learn

-how to get to work in the morning, and
how to set the alarm clock, and all that
sort of thing.” Keller then promised
those employees a career at Cascade if
they stayed at Burger King for six
months. In theory, both companies
would reduce turnover. Six months was

Burger King, and the “trained” employ-
ees would have a greater chance of suc-
ceeding at Cascade.

Reality, however, did not match the
theory. Cascade did not hire one
employee from Butger King, becauseall
their hires were either fired or quit before
the six months were up. “We found that
the pay range at Burger King was really
much too low for these welfare mothers
to support their families. ... They had
already [worked in the fast food industry]
and so they were not really interested in
that whole process,” Jimmerson com-
mented. “The other problem was that
the Burger King managers, and even
Cascade at that time, didn't understand
the whole culture [of diversity], and so
many of the Burger King managers were
resistant to the program.”

Learning from Failure It must be easy
for managers to conclude that welfare
recipients neither have the will to work
nor see value in a middle-class lifestyle
when they experience failures similar to
Cascade’s early attempts. Once Cascade
honed its approach, Jimmerson
explained, welfare clients could embrace
life in the working world — given hope,
an appropriate work environment, and

longer than many workers lasted at -
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Welfare Reform and Welfare-
to-Work Programs

(PRWORA) of 1996 was enacted to break the culture of dependencyon
welfare and motwated many welfare:tg-work: programs. The legisla- ... ¢
tion encourages unemployed parents of dependent children‘to find work by - -

T he Personal Respon51b|hty and Work Opportumty Reconcrllauon Act

: ‘hmltmg weIfare support to five years. Job training is.also. provided,-and bu5|- _
© NEssés were glven power |n terms of how thls tra]nlng is admlmstered

E;WhoAreWelfareReuplents? _‘ L ‘

" The majority of welfare recipients now Iooklng for work are. women

. because single- parent households — most often headed by women —are: |-

more likely to be in poverty. Cascadé’s W2C chents reflect these demograph- -

Jics?. Thie current W2C population at Cascade Englneerlng consists of 77.

women and 22 men. (In contrast, the non-W2¢c workforce is comprrsed of‘
211 women and 430 men.) - ! : . .

.Is Welfare Reform a Success" _ 3 - S

. Advocates note the unemployment rate for smgle mothers dropped from

apprommately 43 percént in the 1980s and early 19908 to 28 percerit | in 1999, .0

" The rate for never-married mothers fell from just over half in:1996 toone:”

third in 1999, (See "Amenca s Great Achlevement " The Economrst Aug 25 i '

. 2001 )
_-#'Critics, however argue that the deécrease in unemployment is due more, to

" the strong economy that persisted through most of 2001-than. to PRWORA,

. -the effectlveness of whtch Is currently belng tested by a weak economy Ca

help increasing their self-esteem. “When
they begin to see all the opportunities
that they can have here at Cascade Engi-
neering, the benefits, when we’re talking
about diversity, trusting and caring, and
valuing people ... their appetites begin to
openup. They become very hungry [and
begin to ask] 'How can [ have these
things? How can I have this peace and this
joyr

Until 1997, Cascade had not found
the keys to providing such an environ-
ment. Through two failures, however,
Cascade managers began to identify the
obstacles to hiring welfare recipients,
which included coping with differences
between Cascade’s expectations of W2C
clients and the culture of poverty, pro-

viding support for W2C clients where
their resources were lacking, and enlist-
ing the support of social agencies where
Cascade alone could not provide the
necessary support.

Recognizing Two Cultures: Poverty
and the Middle Class An awareness
that people on welfare lived in a different
culture than most Cascade employees
dawned when Keller attended the Insti-
tute for Healing Racism. Goldman
described how understanding racism
was a precursor to understanding clas-
sism and forced people to “confront their
own stereotypes about people ... of
color.”

Goldman made another vital dis-
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With each step, the challenges that people in

poverty face have become more apparent, as have

the need for countervailing support systems.

covery through his work with a Head-
Start program that helped Cascade man-
agers better understand the W2C clients’
perspective. The principal gave him a
copy of A Framework for Understanding
Poverty, by Dr. Ruby Payne, used tohelp
students from poverty cope in the mid-
dle-class school environment. Payne
describes the “rules” of each of three
“social classes — poverty, middle class, and
wealth — and how people in one culure
are generally unaware of the rules of
the others.? (Sidebar, below)

Now mandatory for every employee,
W2C or otherwise, the “Hidden Rules”
training based on Payne’s book hélps
the W2C clients understand the mid-
dle-class workplace, while also helping
non-W2C employees and managers rec-
ognize the challenges faced by W2C
clients. Andy Zylstra, director of the
Kent County Family Independence
Agency (FIA), a state of Michigan agency,
emphasized the importance of Payne’s
work. “You just can’t appreciate it
enough, the impact that Ruby Payne

and her philosophy and her approach
has made on this community. Because I
grew up in the 1960s where .., you did-
n't make moral judgments and every-
thing like that. When I heard Ruby Payne
start talking about class differences,
irnmediately it kind of put me off wntil
you recognize that you're telling peo-

. ple no matter what their backgroundis,

business is the middle class, and as Ruby

- Payne puts it, there are rules.”

Managers” heightened sensitivity to
the poverty culture enables them to inter-
pret behavior that might otherwise be
constiued as disrespectful, antagonistic,
or irresponsible as an artifact of the
W2C employee’s background and as an
indication that support rather than dis-
cipline is needed. Even occurrences
seemingly as innocuous as [W2C
clients being] sick or wanting to go

~ home,” according to Ed Baweja, a pro-

duction supervisor, could be a sign “that
they are having a problem outside of
work.” Such absences can be sympto-
matic of problems with children or other

THE HlDDEN RULES OF SOCIAL CLASSES

i ,POVERTY
_ Poéseséions_ People - .:

2|-To be spent ‘%

Money .

+Time - .| Focus onthe .
"o 7 .| present. Decisions:
“ 7 +|'made onfeelings -
~ | of survival,

L }MIDDLE CLASS i
E Thlngs

;-'_rp.be managed' :

: Future most-
important; Decu—
sions made against
future ramifications: |-tradition and - =

-_WEALTH a
: One-ofakmd objects

1‘Ip. be.cqnserved i
| dnd invested: =

Focus on traditions - -
and history. Decisions -
made on basis of -

v .| decorum. .

domestic disturbances. When W2C
employees do not notify their supervisors
of absences, Cascade managers have
learned that it isn’t because they are
intentionally irresponsible. Those in the
culture of poverty value the pecple in
their lives first and foremost; because of
this, some W2C employees will, when
caught in a moment of domestic crisis
with insufficent support systems, instine-
tively tend to the needs of their loved
ones and forget to call their supervisors.

A Strang Partner and a Ripe Oppor-
tunity The struciure of the current W2C
program began to emerge in 1997, and
Cascade’s timing was just right. Con-
gresshad passed the Personal Responsi-
bility and Work Opportunity Reconcil-
iation Act (PRWORA) in 1996, and the
state of Michigan was eager to show
progress toward getting people from
welfare to work. This, perhaps, is what
allowed three key individuals in the Kent
County FIA the necessary latitude to
create an innovative program.

Zylstra, Randy Koekkoek, a man-
ager who works under him, and FIA
caseworker Joyce Bosscher had seen
the ineffectiveness of welfare assistance
firsthand, and Cascade was their oppor-
tunity to finally structure a program
that worked, “We've beenready to do
something like this for years,” said Zyl-
stra, but finding a business partner with
Keller’s commitment had been diffi-
cult. Koekkoek knew that Bosscher, a
28-year veteran in the welfare services
field, was perfect for the task of on-
site client support at Cascade, one of
the innovative features of the emerging
program. Bosscher is intensely caring,
which she says comes from a good
upbringing - guidance from loving par-
ents, a large social family, and Christian
values. She said that her job at Cas-
cade is “the first time that I feel as
though L have made a difference in peo-
ple’s lives.” Bosscher has passed up
opportunities to apply for promotions
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in order to stay with the program.

Working with Partners to Support
Welfare Clients Managers have found
that, besides learning the “hidden rules,”

poverty-induced obstacles. Consistent
with welfare-to-work programs nation-

W2C clients had to overcome other -

CASE STUDY
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wide, W2C clients often lacked reliable
transportation and childcare, and suf-
fered from domestic and substance
abuse.*In 1997, Jimmerson assumed his
current position and, with vital support
fror FIA managers, developed a coali-
tion of agencies to meet these needs.
"Transportation needs are provided for by

a local ministry called Angels Wings,
which Cascade partally supports, and the
Kent Regional Community Coordinated
Child Care helps clients find suitable
childcare. The FIA coordinates ahost of
other agencies that are contractors to
the state of Michigan that help with job
training and on-site (emotional) adjust-
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ment to the workplace, includ-
ing the Area Community Ser-
vices Employment and Train-
ing Council (also known as
Work First or Michigan-

-Works!), Ross Learning, and
Goodwill Industries of Greater
Grand Rapids, Inc,

The coalition didn’t come
together overnight and, from
Cascade’s perspective, it took
time before all the social agen-

 cies could focus solely on the
W2C dients’ needs rather than
on their own interests. A facil-
itator was hired to help with
the relationship-building
process and, with time, the
coalition members “divided
up the turf™” so that the respon-
sibilities of each agency were
clear and all of the clients’
needs were provided for.

On-site Support Jimmerson
and Koekkoek concluded that
the typical support provided
to welfare recipients was insuf-
ficient, Social workers shoul-
dered high caseloads, and
clients received infrequent and
impersonal service at large
centralized social agency
offices. Also, after clients are
placed in a job, most govern-
ment-supported agencies pro-
vide support for only 90 days. “You've
got people who have been in genera-
tional poverty, or poorforalong time,
and 90 days is not enough,” commented

Jimmerson. Once an employee was -

placed in a job, the FIA often heard of
problems only after it was too late, usu-
ally when the welfare recipient reapplied
for assistance after quitting or being fired.

Jimmerson and Koekkoek worked
around this problem by placing FIA case-
workers on-site at Cascade, an arrange-
ment that no other employer in Michi-
gan has. On-site caseworkers provide

CASE STUDY
|

Ron Jimmerson and Fred Keller, champions of Cascade Englneering's
W2C program.

Cascade W2C clients with more respon-
sive support, especially because they
handle smaller caseloads — 50 per case-
worker rather than 150 at the centralized
facilities, Bven after the official govern-
ment 90-day cutoff for support, on-site
caseworkers continue to provide clients
with unofficial support.

As an on-site caseworker, Bosscher

quickly tronbleshoots problems. She is
alerted to potential problems by daily e-
mail messages from the supervisors of
W2C clients. If W2C clients are absent,
for example, Bosscherlocates them and

finds out why they did not
come to work, Problems due
to the conflict between the two
cultures are addressed before
an employee js terminated
because of them.

Bosscher finds resources
for clients when their support
systems break down. One
client’s truck broke down, and
Bosscher helped her find a car.
As the client explained, “Yes,
she tells me that there are these
programs out there and if
something goes wrong they
help me get a car. [ gota 1950
Probe that’s real nice for
$1,000. ... They say that I was
dependable and they said,
“Well, fet’s getherina car so
she can get here.™

Bosscher also counsels
W2C clients before stressful
meetings with supervisors to
help clients cope with the cul-
ture of work. For example, a
common and acceptable
response in the culture of
poverty to criticism from a
supervisor is anger, which can
lead to self-destructive behav-
ior such as quitting. Bosscher
prevents such reactions to crit-
icis by discussing with the
client beforehand what his or
her natural interpretation and
response to such a sitnatdon might be and
what the proper reaction is in the work
culture.

Bosscher addresses not only the social
issuesin the workplace butalso those at
home, because they eventually affect job
performance. Being in the W2C pro-
gram can lead to new behaviors, for
example, which sometimes touch off
domestic disputes that can lead to abuse
and absence from work, According to
Jimmerson, “Many of the women end
up in the Women’s Resource Center —
that’s one of our partners for domestic
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violence —-because now the mother js try-
ing to save money rather than spend it,
which is a typical wrait of those living in
generational poverty, and the boyfriend
ot the husband is mad and so he goes
into a violent rage.”

W2C clients appreciate the close,
personal attention, especially in com-
paxison with the traditional support pro-
vided at large centralized facilities. As
Hudson said: "Like when those
[caseJworkers were down at FIA, they
weren’t personal. I didn't want to be
bothered with thern and they didn’t want
to be bothered with me really. But here,
Iknow [Bosscher] cares.” Hudson appre-
ciates that the caseworkers and the cther
support systems are available on-site.
“Bverything you need is right bere.”

Continual interaction engenders per-
sonal retationships between Bosscher
and the W2C clients, many of whom
consider her to be more friend than case-
worker. Close personal relationships and
confidential support often motivate
‘W2C clients to approach Bosscher rather
than a Cascade manager when work or
domestic issues arise. The feedback
received allows her to arrange special
accommodations with Cascade man-
agement for clients in extreme sitvations
(without divulging confidential details).
“We had a domestic violence situation.
.. [A female worker] was missing work
because she was so beatup and abused,”
said Bosscher, “and we identified that
and the company gave her a week off
and we put her into an emergency shel-
ter and got her connected with the legal
system, ... She came back after a week
and walked in and gave her first-line
supervisor a big hug and thanked him for
that kind of support. Would another
company doit? Maybe, but they'd never
know that this was going on. The com-
passion might existin a lot of companies,
but probably not like this one.”

Goodwill Industries, which also pro-
vided on-site support, is another exam-
ple of an agency willing to “bend the

CASE STUDY
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rules.” Goodwill provided a retention
specialist, Scherry Shabazz, who visited
clients on the night shift. Although Good-
will workers are not formally allowed to

provide support for clients past the first,

30 days of employment, Scherry’s super-
visors allowed her to provide informal
support for W2C clients past that limi,
and Scherry didn’t hesitate to stop and
ask former clients how they were doing,

Retaining W2C CIientS

“Turnover data from Cascade’s early-wel-
fare-to-work efforts showed that clients
were lost primarily in the first two weeks
of employment. Cascade managers
believe that exposure to cultural and
diversity awareness, including Payne’s
Hidden Rules, can prevent early causes
of turnover, and so half of the one-week
training program for new employees is

Cascade measures its success by financial returns,

environmental performance, and social impact.

spent on this and similar topics. ‘The
otherhalf is devoted to on-the-job train-
ing.

Cascade managers attribute higher
retention of W2C clients, as well as other
employees, to the training and W2C
support efforts. The monthly turnover
rate for W2C employees is currently
around 3 percent per month and is all
due to involuntary termination. The
turnover rate for all non-W2C Cascade
employees is approximately 1.4 percent
per month, which is due to both volun-
tary and involuntary termination. While
a 3 percent turnover rate is a marked
improvement over performance early
on in the program and over typical wel-
fare-to-work retention, it nonetheless
implies an annual retention rate on the
order of 69 percent.

W32C workers describe the Cascade

- The Retentmn Problem

programs, which implies potentially greater costs for hiring, trarnlng,

Companles commonly experrence Iow retentron wrth welfare-to-work -

and administration than hiring through miore traditional channels.-- _
~ Poor retention is perhaps the maln reason why many companies abandon '

welfare-to-work programs.

= Onie stuidy. found that 46 percent of welfare-to -work employees lose their.
" jobsin the first three months, 63 percent in the first six months, and 72 per-
‘cent in the first 12 months. (See Flynn, G “Who s Left in the Labor Pool "

Workforce [Oct 1 1999] 34)

" o The cost of hiring and losihg an entry-level erriploye'e within the first 60

** days runs between $2,500- $3,000. {See Gooden, S:T. and Bailey, M

. “Welfare

“and Work: Job-Rétention Outcomes of Federal Welfare-to-Work Employees,”
_ Public Administration Review, vol. 61, no. 1 [Jan.-Feb.2001]: 83-91)
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Keller's desire to help welfare recipients fits his
ethos: Breaking the cycle of generational poverty

was a worthy goal, and he foresaw henefits for his

company, its employees; and Grand Rapids.

work environment as supportive and
familylike. Robin Hughes, for example,
enjoys working there somuch that she’d
rather stay at Cascade than return to

pany that laid her off. “Here, it’s more
family,” she explained. "This is my
home.” Like all Cascade employees,
Robin started at $10 an hour as a

her former higher-paying job at the com- “Level A" employee; she would like to

'

COSTS AND BENEFITS TO A

WE LFARE-TO-WORK COMPANY.
NI’V @ 20 percent

S annually__"_'F :

{'costs . : s
InltlaITralnlng : d wae

U ‘Welfare Ciient lerng Costs 5 g '_$1_4=5,000 -

; Transportatlon Assrstance ST

425,000 .

Il BENEFITS

“Contract Employment Cost Reduct:on T .$290,000 - -
,-Wage Sub51d|es e +-$630,000 - :
G_ross Pre-Tax Beneflts L -$742,000
. Federal Tax '- - f"‘;-._($260 000) -
Tax Credits C 1 $20,000
- $502 000

o Net Marginal Beneflt

COSTS AND BENEFITS TO
GOVERNMENT AFFILIATED AGENCIES

: NPV@ 20 percent_" :

tor Tl

f annually‘.
VEOsTS ' SR
On-Site Caseworkers $350 000
'WageSUbsrdles - $630,000 .
- Tax Credlts $20,000 - .
;aBENEFITS T - SRR
: Reduced Assrs’cance Payments Durlng Program Horlzon - 1,400,000
" Réduced Ass1stance Payments After Program Honzon : $240,d00 :
Increased Federal Tax Recelpts ce - $2_60,000‘

TOTAL BENEFITS -$900,000

progress to a “Level D” technical position
in quality control. Cascade was able to
accommodate Robin with a day shift
job so that she could be with her daugh-
ter after school. Goodwill Industries
helped Robin get to work for three
months when she didn’t have money
to pay for insurance and registration
for her car.

The Costs and Benefits of W2C

I conducted a pro forma analysis, based
roughly on Cascade’s experience, to
gauge the benefits of welfare-to-work
programs on: {1)a company and (2) the
government and government-affiliated
agencies that support that company,
which I treat as a collective unit.”

"The analysis was aimed at assessing
the marginal benefit provided by a wel-
fare-to-work program based on the rel-
evant cost components that we found at
Cascade.

From a company’s perspective, COsts
involve the initial investment, including
training; hiring costs for welfare-to-work
clients; and support for transportation
and childcare assistance.

Benefits include a reduced hiring
cost for employees hired through regu-
lar channels; wage subsidies for welfare-
to-work clients; federal tax credits; and
on-site caseworkers.

What is a benefit to Cascade, how-
evet, resultsin costs to the government-
affiliated agencies. These include wage
subsidies for welfare-to-work clients; fed-
eral tax credits; on-site caseworkers; and
the initial investment, including train-
ing expense. The benefit, of course, isa
reduced {welfare) assistance expense.

The tradeoff between the hiring cost
of welfare clients and the hiring cost of
employees through regular channels is
one of the main issues in this analysis. For
Cascade, the cost of hiring a welfare
client is less than that of a “regular”
employee. Cascade contracts with an
employment agency to hire “regular”
employees and officially employ them
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until they satisfactorily complete train-
ing and a probation period. This imposes
an additional cost above that for hiring
a welfare client. Bven so, maintaining
the same size workforce with welfare
clients can become more expensive if
the retention of welfare clients is signif-
icantly less than that for “regular”
employees.

Assuming that a program was imple-
mented for five years and then discon-
tinued and that cash flows are discounted
by 20 percent annually, the net present
value was positive for both parties, and
roughly as shown in “Cost and Benefits
of a Welfare-to-Work Company” (See
table, p. 80). Keller believes that Cascade
receives collateral intangible benefits
from the W2C program as well. For
example, arecent employee opinicn sur-

ronment, and Cascade managers also
believe that overall retention rates are
higher than they would otherwise be
without the W2C program, perhaps due
to the awareness of diversity that W2C
has raised.

The Right Stuff

Moving people from the welfare rolls
to selfsufficiency has been a difficult
endeavor, but Cascade and its partners
have discovered some critical success
factors along the way. Cascade’s W2C
program has attained some measure of
success —21 W2C clients have completely
rolled off welfare, no longer receive FIA
assistance, and have become indepen-
dentand finandially self-sullident. Keller
encouraged a U.S. House Ways and
Means Committee, in testimony given
April 2, 2002, to craft future welfare
reforms nsing Cascade’s program as a
model.” Keller outlined to the commit-
tee the three keys to a successful W2C
program:

1. An accepting organizational cul-

ture, :

2. BEducation, not only of new

erployees but also of existing

vey indicates an improved working envi--

CASE STUDY

e

employees, about what it means to
be in poverty.

3. A strong system of support for
people moving from poverty to
careers.

While high-level program champi-
ons were critical, the strong commit-
ment of individuals at Cascade, the FIA,
and all the other supporting agencies
who personally believed in this program
was just as critical.

The former welfare recipients are
not the only winners, however. The
company and society as a whole have
benefited. “The organization actually is
more energized,” according to Keller.
“People are more focused because they
know that the organization values
everyone there and we actually get
more done.” (]

Acknowledgments

Tam grateful to Allce Curry and Zo& Werner who
provided assistance with research and a preliminary
draft. Tam deeply indebted to Linda Johanson, man-
aging editor of Administrative Sclence Quarterly,
who provided editorial assistance on many drafts
but who was much more a colleague than an editor
in this endeavor. Substantial support was provided
by Fred Keller, Mike Goldman, and Ron Jimmerson
of Cascade Engineering Inc., as well as numerous
other Cascade employees. Special thanks are due to
Joyce Bosscher of the Kent County FIA, who
devoted a great deal of fime to many interviews.
Thanks are also due to other representatives of the
Kent County FIA, Michigan Works!, Goodwill
Industries of Greater Grand Rapids, Kent Commu-
nity Coondinated Child Care, Ross Innovative
Employment Solutions, and Angels Wings Trans-
portation,

1 Generational poverty occurs when a family is in
poverty for two or more generations (see Payne,
RK. A Framework for Understanding Poverty, Revised
Edidon, RFT Publishing Co., Highland, TX, 1998).
Poverty is "passed on” when behavioral patterns,
values, and norms of the parents, which make
income above the poverty line less probable, are
adopted by their children.

2 Faith, Inc., is a private, nonprofit agency in Grand
Rapids that supports homeless people and welfare
reciplents. It provides job training in light assembly
and packaging jobs on a contract basis to employ-
ers.

3 Payne, R.K.

4 Examples of studies that cited transportation,
childcare, and/or domesti¢ issues as prevalent obsta-
cles that welfare-to-work clients must overcome
include (1) Gooden, S.T. and Bailey, M.; and (2)
“Helping Welfare Reciplents Stay Employed,” avail-

able at wwwacf.dhhs.gov/news/ welfare/reports/
employed.htm,

5 'This cost-benefit analysis implies that the com-
pany in guestion:

JIs a public corporation (note that Cascade is a pri-
vale company)-

-Has roughly the same population as Cascade.

-Has a welfare-to-work program similar to Cas-
cade’s, which:

-Has access to and takes advantage of the same gov-
ernmental support (e.g., tax credits, wage subsidies,
etc.).

-Has similar relationships with social agencies as
Cascade (e.g., on-site caseworkers).

Results in roughly the same retention performance
for welfare clients and "regular” employees.

-Has roughly the same percentage of welfare clients
in its worlkforce.

-Hires welfare clients for this subpopulation that dis-
place an equal number of employees from its tradi-
tional hiring source.

Because comprehensive retention statistics for wel-
fare-to-work programs that would allow detailed
modeling are not available, we assume a retention
madel that is based on learning curve theory. In this
case, we have two “learning” compenents. First, as
the company gains experience over time, it learns
how to better implement training and intervention
practices so that the tumnover decreases. Second, as
an employee gains more tenure with the company,
the probability that he or she will be terminated
involuntarily decreases — this is consistent with the
welfare-to-work literature and Cascade’s experience.
This second component is not a “learning” process
in the tradifonal sense, but a learning curve model
that allows us to effectively represent the decreasing
probability of involuntary termination over time.
We calibrated two tumover models, one for the
wellare clients and one for the remalning popula- -
tion, because the retenton rates for these two
groups are typically different.

6 "Rolling o™ welfare is a rerm that describes the
point at which an employee no longer qualifies for
welfare assistance. As an employee progresses up
Cascade’s career ladder and receives a higher hourly
wage, his or her eligibility for governmental assis-
rance decreases, For example, once a certain wage
rate is exceeded, a W2C client may become ineligi-
ble for childcare assistance. -

7 Calabrese, D. Cascade Engineering press release,
April 2, 2002.
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Search Site: o

s Your Journey Starts Here

ABQUT US

SERVICES

POVERTY FACTS JOB SEEKERS GET INVOLVED DONATE TESTIMONIALS

ABOUT US

History

QOur Model

Staff

BoardfCommittee Members

Our Resulls

Press Room Our Model

Annual Report
Building a Mode! for Success

Newsletters Cincinnati Works' model is a four step process. Our services are provided free o qualified, wiling, and c.apable
participanis (Cincinnali Works Members).

Step 1: Job Readlness

Donate Members are required fo altend a one wesk, 30 hour workshop. Topics include:
» Completing Job Applications + Problem Selving
Home
« Allilude » Employer Expectations
» Work Ethic + Managing Barriers
- Business Eliquetfle * Budgeling
» Values * Interviewing

« Seff-Confidenca

Step 2: .Job Search
Struclured assistance with job search Includes access to core group of employers, Intemet, applicalion assistance
and interview feedback unlil employed.

Step 3: Job Retention
Regular conlacl for at least one year with Member and employer o help ensure employment retention. Re-
employment senvices are provided following job loss.

Step 4: Advancement
Once the Member retains the same job for one year, s1aff assists with a plan to improve a skill, behavior or
educalional component to increase marketabilily and earning power.

Managing Barriers

For our Members, the ineffective management of barriers is a major impediment to employment retention. The
Cincinnali Works approach offers irendsetting support services to help Members successlully manage these
bariers and include:

Legal Advocacy

Behavioral Counseting (mental heallh)

Chaplain Services {like a hospital or airpor chaplain)
Child Care

‘Transportation

Educalional/Advancement Rescurces

A Cincinnali Works membership Is a free, lifelime membership as long as a person is working or looking for work.
Maoving from poverty to self-sufficiency Is a process which often requires years lo achieve and many cbslacles to
ovgrcoma.

Member Demographles

To keep our program and senvices current and relevant to our Members, Gincinnati Works compiles background
data on each member. A profile of our membership demographics is listed below. For more detailed information,
please contact us at 513.744. WORK (9675).

http://www.cincinnatiworks.org/page.php?name=aboutus_ounnodeI 1/4/2010
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Members who have a high school diploma or GED - 82%
Members who have children - 67%

Members who sulfer from depression andfor anxety - 60%
Members who refy upon public transportation - 72%
Members with a felony conviclion - 10%

Employment Stabllizatlon

The neads of the employers are a strong emphasis in our curdculum, and advancement is structured on improving
a skill, behavior or educational component In exder to be more markelable to the emgloyers. The overriding
purpose of the Job Readiness/Retenticn pregramming is employment stabilization {retaining a job for at least one
year),

The purpose of the Advancement Services Is to asslst Members in increasing théir wages to the self-sulficiency
level for themselves and thelr families. We define self-sufficiency wages as 200% of federal poverly guidelines
The advancement process takes from two 1o five years.

Staffing
Cincinnatt Works™ staff Is comprised of 13 {ull time, one part time and two conlract employeas. Five of these stalf
members are Cincinnati Works Members,

We have 106 volunteers including 23 Board of Trustees, 12 Legal Advisory Commiltee members, 12 Employer
Visionary Committee members, 13 Fundraising Advisory Commiltee members, 15 mentors, 30 Interviewers and
one office assistant.

Board of Trustees and Executive Committes

Cincinnati Works has a governing Board of Trustees wilh an Executive Commitles comprised of the Founders of
the organizalion, the Officers and Lhe pasl Chalr. While the Board and the Executive Commitlees each meet
montily, the various Board Committees meet as necessary. The President reports direclly to the Chair of the
Board. An organizational chart depicts operalional reporling mechanisms for tha stafl. We have no parent
organizalion,

Results
The tracking and analysis of data allows us to charl our resulls and make changes to our model as necessary.
Some key resulls are:

+ Over 600 Employments annually wilh an 84% retention rate in the workplace {vs. 25% [nduslry average)
» Preferred source of entry-level workers for 55 core employers

e Average wage $9.00Mhour

¢ Reduclion in poverly-relaled problems including crime, Incarceration, school dropout, ete.

» Improved hezalth and denlal care access

Leain more about cur results.

Creating Strategic Allies

We are now working 1o reach more people living in poverty through program model replication, strategic alliances,
social enterprises and community partnerships. We will be focusing our effords in Ohio, Kentucky and Indiana. We
hava already replicated cur pregram In whole in Houston, Texas and in part in Covinglon, Kentucky.

1f you are interested in using our program model to break the cycle of poverty in your community, please call David
Phillips at §13.744 WORK {9675).

ContactUs | Parnerbinks | SiteMap | TermsolUse | Privacy Policy

Copyright © 2010 by Cincinnali Works. All Rights Reserved. | 708 Walnut Sireet, Floer 2, Cincinnali, OH 45202 | 513.744 WORK ($675)

http://www.cihcinnatiworks.org/page. php?name=aboutus_ourmodel ... y 1/4/2010




How the Self-Sufficiency The Self-Sufficiency Standard is caleulated for 70

Standard is Calculated different family types for the 64 counties in Colorado.
The cost of each basic need and the Self-Sufficiency

Making the Standard methodologically consistent, Wages for eight 5‘3"3Cte_d family types for E?Ch

accurate, and timely, requires that-to the extent county in Colorado are included in Appendix B.

possible-data are:

The components included in the calculations of the

» Collected or calculated using standardized Self-Sufficiency Standard for Colorado are described
or equivalent methodology nationwide; in Table 1 below. (Note: See Appendix A for more

detailed information on sources and methodology.)

* Obtained from scholarly or credible sources
such as the U.5. Census Bureau;

¢ Updated periodically, preferably annually; and

* Geographically—and/or age-specific,
as appropriate.

Table 1: Summary of Data Components Of—rthe.s_'elf-.sﬁﬁicfirency Standard for Colorado

Housing The cost of rent and utifities is based on the Fair Market Rents calculated by the U.S. Department of Housing and
Urban Development (HUDY}. Estimates for Colorado counties in the Denver-Aurcra metropolitan are adjusted for
specific geagraphic areas using ratios based on median gross rents from U.S. Census data, calculated by the National
Low Income Housing Coalition.

Ch[[d Care Child care data is calculated based on the 75th percentile of the market rate survey from the Colorado Department

of Human Services, Division of Child Care, by age, setting, and place.

The food costs are estimated based on the U.S. Department of Agriculture’s Low-Cost Food Plan. Geographic
differences are varied using the ACCRA Cost of Living Index published by the Councif for Community and
Economic Research. :

Public transportation is caleulated for the counties of Denver, Eagle, and Pitkin. The cost of public transportation
assumes that commuters use an unlimited monthly bus pass. Private transporlation costs of owning and operating
an average car are calculated based on the American Automobile Association, the National Household Travel Survey,
the National Association of Insurance Commissioners, and the Consumer Expenditure Survey. For Colorado,
geographic variation in insurance cost is created using rates for the top five carriers from the Colorado Division

of Insurance, Passenger Automobile Insurance Premiums Report.

Health care premiums and out-cf-pocket costs are based on data calculated by the U.S. Medical Expenditure Panel
Survey. For Colorado, geographic variation in insurance cost is created using rates for the top five carviers from the
Colorado Division of Insurance, Small Group Insurance Premiums Report,

Taxes &
Tax Credits

Federal taxes include income tax and p.ayroh‘ taxes. State taxes for Colorado include state sales and income tax. _

Federal credits include the Earned Income Tax Credit, the Child Care Tax Credit, and the Child Tax Credit. State
credits for Colorado include the state Child Care Tax Credit, and the Child Tax Credit.

Miscellaneous

Miscellaneous expenses are cafculated as 10% of all other costs, including afl other essentials, such as clothing, shoes,
diapers, nonprescription medicines, household items, and telephone. This percentage is a conservative estimate and
does not include costs for recreation, entertainment, debt repayment or savings.
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The Child Care Tax Credit (CCTC), also known

as the Child and Dependant Care Tax Credit, is a
federal tax credit that allows working parents to
deduct a percentage of their child care costs from
the federal income taxes they owe. Like the EITC,
the CCTC is deducted from the total amount of
money a family needs to be self-sufficient. Unlike the
EITC, the federal CCTC is not a refundable federal
tax credit; that is, a family may only receive the CCTC
as a credit against federal income taxes owed.
Therefare, families who owe very little or nothing in
federal income taxes will receive little or no CCTC.

In 2006, up to $3,000 in child care costs was deductible
for one qualifying child and up to $6,000 for two or
more qualifying children.

In addition to the federal CCTC, Colorado has

a state CCTC that is between 10 and 50% of the
federal child care credit claimed, depending on
income level, with an income limit of $60,000
annually for a family with two or more qualifying
children and a maximum yearly benefit of $1,050.

The Child Tax Credit (CTC) is like the EITC in that
it is a refundable federal tax credit. In 2006, the CTC
provided parents with a deduction of $1,000 for each
child under 17 years old, or 15% of earned incorrie
over $11,300, whichever was less. For the Standard,
the CTC is shown as received monthly.
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" non-missing child care costs by the average
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Table 1

The Self-Sufficiency Standard for Boulder, CO MSA, 2008

Boulder County
Adult + ;
Monthly Costs Adult Pr‘:::‘}lll;:ler o ﬁfd:.:: Pre:‘fl-r:::l:r-i- sd?:::jlgg:-i- Prel::ﬁ::’l: e+ zlﬁg‘:tt.:'- Przei::|:lse:+
reschooler Schoolage Teenager Schoolage Preschooler Schoolage
Housing 797 1000 1000 1000 1000 1458 1000 1000
Child Care 0 896 1764 1378 482 2246 1764 1378
Food 227 344 447 515 595 604 644 708
Transportation 243 249 249 249 249 249 477 477
Health Care 129 337 348 360 385 372 408 420
Miscellarieaus : 140 283 381 350 27 493 429 398
351 T750 | 103 | o 904 594 56 1088 956. -
0 0 0 0 0 0 0 0
0 50 -100 -100 55 -100 -100 -100
0 83 -167 167 467 -250 167 -167
$10.72 $21.16 $28.17 $25.51 $19.06 sazg0 | S1ars | sl
$1,887 $3,725 $4,957 $4,489 $3,355 $6,670 $5,544 $5,071
Anngal $22,644 | $44,696 | $59.480 | $53871 | $40,265 | $80,044 | 66,528 | $60,850

Table 2
The Self-Sufficiency Standard for Colorado Springs, CO HMFA, 2008
El Paso County

Adult Adult+ Adut+ | Aduit+ Adult + 2Adults + | 2Aduks+
Monthly Costs Adult Preschooler Infant + Preschooler + | Schoolage+ | o Cl - | infant+ Preschooler +
ii'resu:l-moler:..= Schoolage Teenager Schoolage Preschooler Schoolage
Housing 631 797 797 797 797 1137 797 797
Child Care 0 661 1247 1019 358 1605 1247 1019
f 217 329 429 493 570 579 617 678
sportation 243 250 250 250 250 250 479 479
Health Care 124 7 329 341 366 352 - 389 401
Miscellaneous 122 235 305 290 234 392 353 337
Taxes . 27 702 643 | 355 975 737 672
Earned Income Tax Credit (-) 0 0 0 0 -121 0 0 o
Child Care Tax Credit (-} -60 -100 -105 -68 -100 -100 -100- -
: -83 167 167
$9.14 $1697 | s2154 | $2023 | s$1463 | s2007 | $123¢ ) S50
$1,609 $2,986 $3,791 43,560 $2,576 $4,940 $4,351 $4,115
$19,302 | $35,831 $45,497 $42,723 $30,907 $59,274 $52,213 $49,383
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