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Oversight: The Human Resources Administration’s Back-to-Work Program

On April 29, 2009 at 10:00 a.m., the Committee on General Welfare, chaired by Council Member Bill de Blasio, and the Committee on Contracts, chaired by Council Member Letitia James, will conduct an oversight hearing on the Human Resources Administration’s (HRA) Back-to-Work (BTW) program.  The Committees will discuss how successfully HRA administers the BTW program, and any anticipated and recommended changes to current program practices and contract milestones, as HRA intends to renew the BTW contracts on July 1, 2009.  HRA Executive Deputy Commissioner Seth Diamond and other concerned members of the community are expected to testify. 

Background

The national economy’s outlook continues to deteriorate since the recession began in December 2007; the leading cause of the economic downturn is the U.S. housing market.
  National employment decreased by 2.6 million jobs since December 2007. Between September and December 2008 a total of 1.9 million jobs were lost in the national economy.
  By December 2009, the United States is expected to lose 5 million jobs.
  According to the United States Bureau of Labor Statistics, both the number of unemployed persons (11.6 million) and the unemployment rate (7.6 percent) rose in January 2009.
  Over the past 12 months, the number of unemployed persons increased by 4.1 million and the unemployment rate rose by 2.7 percentage points.
 


New York City’s unemployment rate was at 5.6% last year, and the duration of unemployment for New York City is at 23.7 weeks, which is nearly five and half months.
   According to the Mayor’s Preliminary Budget for Fiscal Year 2010, New York City is expected to lose 294,000 jobs through the second quarter of FY2010 in total public and private employment.
  The City is expected to lose 46,000 of these jobs from Wall Street alone in the second quarter of 2010.  Wage earnings in NYC are expected to decline from $293 billion dollars to $254 billion, reducing income by $39 billion.
 

Economic recession has a particularly strong negative impact on low-income families, who often live paycheck to paycheck and rely on public assistance.  The latest federal statistics on the poverty rate in New York City show that 18.5 percent of families lived below the poverty level in 2007, which is a marked increase from the 16.3 percent who lived below the poverty level in 2006.
  This indicator, however, does not account for various geographic differences in the costs of living, which are substantially different from state to state, and across the country.
  For example, New York City’s food costs are consistently higher than the rest of New York State and other states.
  Accordingly, living above the poverty line in New York City is less meaningful than in other jurisdictions.  
In fact, on July 13, 2008, Mayor Michael R. Bloomberg announced an alternative to the Federal poverty measure developed by the New York City Center for Economic Opportunity (CEO).
  In August of 2008 the CEO released a report, “The CEO Poverty Measure, A Working Paper by the New York City Center for Economic Opportunity,” which explained that the Federal Poverty measure was developed in the 1960s and was in need of updating.
  The report explained CEO’s alternative measure and stated that, under the new measure, as of 2006 23% of people in New York City were living in poverty.

Moreover, according to the New York State Department of Labor, the unemployment rate in New York City was 5.8% as of September 2008 and rose to 8.1% in March 2009.
  Although this rate is better than the national unemployment rate of 8.5% which rose from 6.1% in September 2008
, it is also higher than the 4.6% unemployment rate in the city in March 2008.
 

The grim numbers above demonstrate that now more than ever, the City must properly identify and find opportunities that will help people find and maintain jobs.
The Back to Work Program


The BTW program is one of several HRA Employment Services Programs and is designed to prepare participants who are employable to successfully transition from welfare to work.  Participants in the BTW program work with a vendor in their geographic area, who assists them in finding employment from the time they apply for public assistance through placement and retention in a job. The BTW program serves individuals who file new applications for public assistance and those who have gotten off public assistance but have had to resume receiving it. 

An HRA Job Center caseworker first evaluates potential participants in order to determine their employability.  If they are determined to be employable, they are referred to a Job Center’s corresponding BTW vendor, who engages participants in job preparation, placement, and retention services and activities, such as creating resumes and developing interview skills, in order to place them into full-time jobs.  New public assistance applicants must report to the BTW vendor five days a week from 9am to 5pm if they have job applications pending.  Public assistance recipients who are returning to welfare, however, after losing a job, must report to the BTW vendor two days a week and participate in the Work Experience Program
 for three days a week.
Current BTW Contracts


Pursuant to a Request for Proposal, in 2005, HRA entered into contracts with seven vendors to administer the Back to Work Program.  The contracts had a term of three years and will expire on June 30, 2009.    HRA has indicated that the agency intends to exercise its contractual option to renew these contracts for one addition three year term and is currently in talks with the vendors in order to execute such renewals.


Though the maximum allocation for the BTW contracts was over $159 million for the past three years, and it will likely cost a similar amount for the next three years if and when the contracts are renewed, the process by which the renewal occurs does not afford the public a forum to impact how and to whom the renewal contracts are awarded.  Pursuant to the Procurement Policy Board Rule 4-04(f), public hearings are not required for renewal contracts if the original contract was subject to a public hearing and the renewal options contained within the contract were also subject to that public hearing.  As HRA’s original contract with the vendors had a renewal option, the renewal contracts are not required to have a public hearing.  Advocates argue that the lack of a public hearing for the renewal of a human services contract of this size contributes to a lack of transparency with the process and may result in problems that occurred within the original contract term not to be addressed by the new contracts.  The Committees seek to learn how HRA addressed this issue and whether they have in any way engaged the public concerning the BTW contracts.  Further, the Committees seek to learn whether or not HRA used the published reports reviewing the BTW program, described below, to inform their discussions with the current vendors.

Criticisms of the Back to Work Program
In November 2008, Community Voices Heard (“CVH”) issued a report, based on a survey of several participants in the BTW program, entitled “Missing the Mark: An Examination of New York City’s Back to Work Program and Its Effectiveness In Meeting Employment Goals for Welfare Recipients,” that revealed numerous programmatic failures and contract inefficiencies.
  The report, which will be discussed in further detail later in this paper, maintains that while HRA estimated that 25% of BTW participants would be placed in jobs, only 9% of clients in BTW get jobs through the program and three of four BTW participants lose their jobs after six months.

“Missing the Mark” reveals data on the magnitude of the problem.  The report finds that beyond low job placement figures: a) three out of four BTW participants lose their jobs after six months, b) only 10% of BTW vendor sites fully met or exceeded HRA’s requirements in presenting transitional benefits to clients, and c) within nine months of leaving the program for employment, 50% of former BTW clients are back on public assistance and must begin the BTW cycle again.
  The report also raised concerns regarding “Failure to Comply” claims and sanctions that clients are often threatened with by vendor staff and HRA caseworkers.  The report demonstrates that if clients are subjected to undergo sanctions they often fall out of the program because of the stresses associated with fighting the claim.  Due to this issue, the report claims that “many people fall through the cracks of the BTW program, losing access to much needed services and impending the transition from welfare to work.
 Vendors also have to comply with burdensome paperwork which if not completed would result in client sanctions.  The amount of time vendors must spend on such administrative tasks limits their ability to deliver case management services to clients who have barriers to employment because staff must be exclusively devoted to the administrative requirements.
  
After the report was issued by CVH, Council Member Bill de Blasio, Chair of the Committee on General Welfare, requested that the Independent Budget Office (“IBO”) investigate the success of the BTW Programs as it pertained to the goals that HRA established in the contracts with vendors.  In a letter dated April 23, 2009, the IBO found with respect to performance indicators, that “while BTW vendors have largely achieved the agency’s initial employment goals, the data indicate a significant drop-off in employment retention over time.”
  The Committee will examine these findings in order to determine whether the contracts should be modified before they are renewed at the end of June 2009.
"Missing the Mark" argues that the City's prescription of work related programs for welfare recipients has failed to successfully move this population out of poverty.
  In “Missing the Mark” and in the IBO preliminary findings, there is significant evidence that the BTW program has not proven to help a majority of clients to retain employment beyond the initial 180 days.  Numerous factors could be the cause of low job retention over time, including the fact that: a) clients are placed into the first job that becomes available without regard for the skills and interest of the client; b) clients are not given information about or assistance in finding education and training programs that could assist them in developing technical expertise in industries that might increase their employability and income over time; and c) HRA failed to create milestone payments for vendors who place clients into education and training programs and another payment for clients completing these programs.
 
Other criticisms of the BTW program are that the sanctions are burdensome to clients and vendors.  HRA paperwork is also burdensome to vendors who must address it instead of spending their time offering clients case management services.
 These services could address barriers that make securing and maintaining employment difficult.  According to “Missing the Mark,” of the clients surveyed in the report, 76.7% had a barrier to employment such as childcare, housing, or a re-entry issue for formerly incarcerated individuals.
  Additionally, of the clients identifying a barrier, 75% stated that the BTW program did not assist them in addressing the barriers to permanent employment.
  
In the midst of a fiscal crisis, it is more important than ever to ensure that the City is spending money on BTW contracts wisely, and that the program is operating successfully to help low-income people rise out of poverty.  The Committees will address both of these issues at today’s hearing.
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