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MEMORANDUM 

TO: Key Coordinators of FLSA Grassroots Effort 
AFL-CIO State Directors 

FR: Ken Grossinger, AFL-CIO Legislative Department 
Deborah Dion, AFL-CIO Public Affairs Department 

RE: New AFL-CIO FLSA Ad and Grassroots Activities 

On Wednesday, June 18 the AFL-CIO will release a new TV and Radio ad that will run 
for one week in 10 House districts and in five States aimed at making a clear case for 
people who work in workfare programs. This will be the AFL-CIO's second round of 
issue ads in this Congress. 

In upcoming weeks we will be organizing around pressing tax issues and 
NAFf A1fast track. 

A broad array of national organizations support the position that welfare recipients 
who work in workfare programs should receive the minimum wage. This position is also 
supported by large margins of the American public who were polled last weekend. 

In this packet you have the following documents: 

• Scripts and back-up documentation for TV ads. 

• List of districts where the ads are airing. 

• . Suggestions for holding press events around the release of the ads. 

• Talking points on the issue. 

• Sample advisory and release for press conferences. 

• Voting records. 

• General background materials to supplement our position. 

You will receive another package on Tuesday, June 17 under separate cover with VHS 
copies of the TV ad and tapes of the radio spot. Radio scripts and backup documentation 
for the radio spots will be faxed on Monday, June 16. If you have any questions, or need 
help with press outreach, please call Deborah Dion at 202-637-5036 or David Saltz at 
202-637-5318. 



HOUSE: 

DISTRICT 

AR-04 

AZ-06 

CA-Ol 

WA-03 

NV-Ol 

IA-02 

MO-09 

WI-O! 

FL-22 

SENATE: 

RI 

ME 

PA 

PAID MEDIA ON FLSA COVERAGE 
START DATE -- 6/18/97 

CONGRESSMAN SPOT MEDIA MARKET 

Jay Dickey (R) TV Little Rock/Shreveport 

J.D. Hayworth (R) TV Phoenix 

Frank Riggs (R) TVlRadio Eureka 

Linda Smith (R) TV Portland, OR 

John Ensign (R) TV Las Vegas 

Jim Nussle (R) TV Cedar Rapids 

Kenny Hulshof (R) TVlRadio Columbia, Jefferson City 
St. Louis 

Mark Neumann (R) TV Milwaukee 

E. Clay Shaw (R) Radio Miami 

John Chafee (R) Radio 

Susan Collins (R) Radio 

Rick Santorum (R) TVlRadio 
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AFL-CIO AR~04 
:30 TV Spot on Workfare 
Jay Dickey 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot offemale looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13. 1996 

TITLE: "Fairness" AFL-AR-04 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
this worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to ~job? 

Call Congressman Dickey. Tell him 
to fight for fairness --

One minimum wage for eVerYbody. 
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AFL-CIO AZ-06 
:30 TV Spot on Workfare 
J.D. Hayworth 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimwn Wage for Workfare." 

Cut to full screen with female worker 

Tight shot offemale looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

white type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13, 1996 

TITLE: "Fairness" AFL-AZ-06 

AUDIO 

This worker is paid the minimwn wage. 

But under a proposal pending in Congress, 
~ worker could be paid less than the 
minimwn wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimwn wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Congressman Hayworth. Tell him 
to fight for fairness --

One minimwn wage for everybody. 



AFL-CIO CA-Ol 
:30 TV Spot on Workfare 
Frank Riggs 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot of female looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

\ , 

DATE: June 13. 1996 

TITLE: "Fairness" AFL-CA-OI 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
!his worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Congressman Riggs. Tell him \ 
to fight for fairness --

One minimum wage for everybody. 



AFL-CIO W A-03 
:30 TV Spot on Workfare 
Linda Smith 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot offemale looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13. 1996 

TITLE: "Fairness" AFL-W A-03 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
~ worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Congresswoman Smith. Tell her 
to fight for fairness -

One minimum wage for everybody. 



AFL-CIO NV-Ol 
:30 TV Spot on Workfare 
John Ensign 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot of female looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

'. 
cg: Paid for by the Working Men and 
Women of the AFL-CIO 

• 

DATE: __ ~J~uilne~13~.~1~929~6 ________ ___ 

TITLE: ____ "~Fruai~rn~e&ss~"~A~FuL~-~NY~-~OLI __ __ 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
!his worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Congressman Ensign. Tell him 
to fight for fairness --

One minimum wage for eveIYbody. 



AFL-CIO IA-02 
:30 TV Spot OD Workfare 
Jim Nussle 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot of female looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13.1996 

TITLE: "Fairness" AFL-IA-02 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
!his worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to ~job? 

Call Congressman Nussle. Tell him 
to fight for fairness --

One minimum wage for everybody. 



AFL-CIO MO-09 
:30 TV Spot on Workfare 
Kenny Hulshof 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot of female looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13. 1996 

TITLE: "Fairness" AFL-MO-09 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
this worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to ~job? 

Call Congressman Hulshof. Tell him 
to fight for fairness --

One minimum wage for everybody. 
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AFL-eIO WI-O! 
:30 TV Spot on Workfare 
Mark Neumann 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to female worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot of female looking 
exasperated 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13. 1996 

TITLE: "Fairness" AFL-WI -0 I 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
~ worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Congressman Neumann. Tell him 
to fight for fairness --

One minimum wage for everybody. 
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AFL-CIO PA 
:30 TV Spot on Workfare 
Rick Santorum 

VIDEO 

Male worker in records room filing, 
facing screen left 

Rack focus to felTlale worker picking 
files off desk 

Super headline: "GOP in House Moves 
to Bar Minimum Wage for Workfare." 

Cut to full screen with female worker 

Tight shot offemale looking 
exasperated . 

Cut to scene of male worker; tight shot 
of him looking exasperated 

White type on black screen 
1-800-765-4440 

Two workers looking plaintively at 
camera 

cg: Paid for by the Working Men and 
Women of the AFL-CIO 

DATE: June 13. 1996 

TITLE: "Fajrness" AFL-PA 

AUDIO 

This worker is paid the minimum wage. 

But under a proposal pending in Congress, 
!hi.s. worker could be paid less than the 
minimum wage for the very same job -­
siInply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, she can't 
provide for her children. 

And if an employer can hire someone 
else for less, what do you think will 
happen to his job? 

Call Senator Santorum. Tell him 
to fight for fairness c_ 

One minimum wage for eveO'body. 
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DOCUMENTATION FOR "FAIRNESS" 
Dickey 
AFL-CIO: 30 TV SPOT ON 
MINIMUM WAGElWORKFARE 

Ad Script: 

This worker is paid the minimum wage. 

But, under a proposal pending in Congress, 
this worker could be paid less than the 
minimum wage for the very same job -­
simply because she's working her way off 
welfare through a state workfare program. 

At below minimum wage, 
she can't provide for her children. 

And if an employer can hire 
someone else for less, 
what do you think will happen to his job? 

Call Congressman Dickey. 
Tell him to fight for fairness --

One minimum wage for everybody. 

Paid for by the Working Men and Women of . 
the AFL-CIO 

Facts: 

Quote 

On June 10, the House Ways and Means 
Committee voted that minimum wage laws 
should not apply to welfare recipients who 
participate in state workfare programs. On 
June II, the House Committee on Education 
and the Work Force approved the same 
proposal. 

When the minimum wage increases from 
$4.75 to $5.15 an hour on Sept. I, a full­
time minimum-wage worker will earn 
$10,753 a year, well below $12,158, the 
government's poverty level for a family of 
three (U.S. Department of Commerce). The 
average welfare recipient is a single mother 
of two children (The Survey ofIncome and 
Program Participation, Bureau of the 
Census). 

59 percent of voters surveyed agree with the 
statement that many current minimum-wage 
employees would lose their jobs if workfare 
participants could be forced to work for less 
(Peter D. Hart Research Associates national 
voter survey, June 6-9,1997). 

Quote 

Quote 



Talking Points 
Workplace Legal Protections for Workfare Participants 

Background: The U.S. Labor Department ruled in May that people who try to get off 
welfare by participating in state "workfare" programs are covered by minimum-wage and 
other basic workplace legal protections. 

Some Republican members of Congress are seeking to overturn this decision. They 
have included a provision in the Budget Reconciliation bill, now moving through 
Congress, that excludes workfare participants from coverage under the Fair Labor 
Standards Act (FLSA) coverage and denies them protections against discrimination on 
the job. The House Ways and Means Committee approved this measure on June 10. The 
House Committee on Education and the Work Force passed it on June II. 

• This is a backdoor attack on the minimum wage. 
The minimum wage was created to prevent exploitation and make sure that anyone 
who works full time can rise out of poverty. Creating exemptions for workfare 
participants would blow a hole in the federal minimum wage standard. It would 
unfairly deny I million workfare participants the" protections afforded to every 
other American worker. 

• Excluding workfare participants would create incentives for employees to lay 
ofT current minimum-wage earners. 
Last year's welfare reform legislation was never meant to artificially subsidize 
employers so they could replace existing workers with "cheaper" workers who 
earn substandard wages. But that's exactly what will happen if welfare recipients 
are excluded from minimum-wage coverage. Millions of current minimum-wage 
workers could lose their jobs, if workfare participants could be forced to work for 
less. 

• Fair pay for workfare is the key to making welfare reform work. 
lfthe point of welfare reform is to reduce dependency on the welfare system, 
participants must have two things: the chance to earn enough to take care of their 
families and the promise that if they work hard and play by the rules, they can 
improve their situations. Anything less creates disincentives for welfare recipients 
to move into jobs. 



• States can afford to pay workfare participants the minimum wage. 
Today every state but Mississippi can afford to pay the minimum wage for 
workfare without new state funding or any changes in grant levels. The range of 
options available assures that every state can meet the laws' requirements. 

The minimum wage applies only to people working in workfare programs, not 
those injob training and vocational education programs. When it comes to meeting 
the requirements of welfare reform, states have been given a great deal of 
flexibility. Workfare is one of at least a dozen options available to them. 

• This proposal puts working women at risk. 
The average workfare participant is a single mother of two chil.dren. This proposal 

. would deny them the minimum wage and FLSA protections against 
discrimination on the job. Most minimum-wage workers are also women, who 
would be threatened with job loss because of the incentives for employers to fire 
and replace them with workfare workers. 

• The American people support minimum-wage coverage for workfare 
participants. 
Americans believe that everyone who works is entitled to a reasonable wage. 
That's why there was overwhelming public support for Congress increasing the 
minimum wage, last year. That's why today the public today believes -- strongly -­
that workfare participants should be covered by the minimum wage. Fully 69 
percent agree that workfare participants should be covered, according to a national 
voter survey that Peter D. Hart Research Associates conducted June 6-9. Even 62 
percent of Republican voters favored minimum-wage coverage. 

• America's unions and our allies will continue to fight for and defend working 
families against this and other attacks. 
Part of the new American labor movement we're building is creating a new voice 
for America's working families: in Washington and at the state and local level, in 
the workplace and in our communities. Our new activism has created a strong 
backlash by those who don't want working families to have a say in the direction 
of this country, but we will not be silenced. 



SUGGESTIONS FOR PUTTING TOGETHER PRESS/GRASSROOTS EVENTS 

On Wednesday, June 18 the federation will launch its second round of legislative ads in 
this Congress and we believe it is crucial to get out our message both nationally and at the 
local level to stop the new attack on the minimum wage. With the paid media, press work 
and grassroots push, we want to make a powerful case around doing what's right and fair 
for people who work hard and play by the rules -- and for protecting the minimum wages 
against exemptions and exceptions that chomp away at it. 

We suggest that you participate in any or all of the following activities and include 
our community allies as a broad array of national organizations (list enclosed) -- from 
civil rights to women's to labor to legal groups -- support this position. 

• Hold a press conference in front of your congressman/woman's district office with 
coalition partners and minimum wage or workfare workers. (Sample advisory 
attached). 

• Hold a press briefing on Wednesday morning at your office for the major media 
outlets in your area to preview the ad and give the press a background briefing on 
the issue as well as why we are running the ads. Include coalition partners. 

• Do one-on-one interviews with print reporters either in person or by phone and get 
them the background materials on the ad. 

• Call your local newspaper and set up an editorial board meeting with coalition 
partners and with workfare recipients for this week if possible. 

• Get a letter-to-the-editor campaign going in your district with coalition partners to 
demonstrate to the public that our position has strong support from community 
leaders. and civic groups. 

• Put a phone bank together to generate calls to members' offices. 

• Leaflet worksites during the week and members' events over the weekend. 

Even though the ads are pretty straight forward, well-documented and not attack ads, we 
still anticipate some hostile negative reporting -- "labor's at it again -- attacking 
Republicans" -- so that's why it is crucial to conduct an all out effort to make our case on 
the merits to the general public and to the media. If local press need any clarification or 
further background information on the ads please feel free to send calls to Deborah Dion 
at 202-637-5036 or David Saltz at 202-637-5318. Also we will be ready to move quickly 
to respond to the anticipated Republican opposition with editorials and letters-to-the­
editor. If you hear of ads being pulled off the air -- please notify us as soon as possible. 



(SAMPLE MEDIA ADVISORY) 

For information, call: 
(Name, phone number) 

MEDIA ADVISORY FOR WEDNESDAY, JUNE 18, 1997 

LOCAL COMMUNITY GROUPS DENOUNCE ''BACK-DOOR'' ATTACK 
ON MINIMUM WAGE AND LOW-WAGE WORKERS 

The coalition will unveil a television ad calling on (member of Congress) to guarantee 
"workfare" participants the same rights every other worker has 

(City) -- Local community, women's, civil rights and labor groups will hold a press briefing at 
(location) on Wednesday, June 18, to calion Congress to reject a measure excluding "workfare" 
participants from coverage under the Fair Labor Standards Act and other basic worker· 
protections. The group will unveil a new television commercial asking voters to call (member of 
Congress) and demand "one minimum wage for everybody." 

As states move to implement workfare programs required by welfare "reform" legislation, an 
estimated one million recipients may soon be entering the work force. The proposal pending in 
Congress would severely undermine the federal minimum wage--a basic protection 
overwhelmingly supported by the majority of American voters-by creating a category of workers 
with "second-class" status and incentives for employers to replace existing workers. 

Nationwide, a broad-based coalition has formed in opposition to the measure. "This is nothing 
more than a back-door attack on the minimum wage that threatens the living standards of all low­
wage workers," says (name, title, organization.) 

The 30-second television spot scheduled to begin airing in (city) Wednesday was produced by the 
AFL-CIO and is one of 15 that will run in key congressional districts and states around the 
country. 

WHAT: 

WHEN: 

WHERE: 

Press briefing on the minimum wage and protections for workfare participants 

Wednesday, June 18 
(time) 

(location) 

### 



(SAMPLE PRESS RELEASE) 

For information, call: (Name, phone number) 

FOR Il\1MEDIATE RELEASE: 
June 18, 1997 

PROPOSAL TO EXCLUDE ''WORKFARE'' PARTICIPANTS: 
A "BACK·DOOR" ATTACK ON THE MINIMUM WAGE 

New television ad aimed at Congress demands "one minimum wage for everybody" 

(City), June 18·· Area conununity, women's, civil rights and labor leaders are asking local 
residents to join them in sending (member of Congress) a message to "fight for fairness," by 
calling on Congress to reject a measure that would exclude "workfare" participants from the 
federal minimum wage and other basic worker protections. The group today unveiled a new 
television commercial asking voters to call (member of Congress) and demand "one minimum 
wage for everybody." 

Community leaders charged that the proposal pending in Congress is a "back-door attack" 
on the federal minimum wage--an employment protection that carries the overwhelming support 
of Americans--and would create a category of workers with "second-class" status and incentives 
for employers to replace exis ting workers. 

"If Congress passes such a law, they will severely damage the federal minimum wage 
standard, and the repercussions will be felt by all low-income workers," says (name, title, 
organization.) "It will further erode workers' living standards, particularly among those in the 
lowest-paying jobs." 

An estimated one million welfare recipients may soon be entering the work force as states 
move to implement the workfare provisions of welfare "reform" legislation passed last year. Last 
month, the Labor Department ruled that people required to work in state workfare programs are 
covered by the Fair Labor Standards Act and other basic employment protections. But two House 
Comrnittees--Ways and Means and Education and the Work Force--recently voted to deny 
workfare participants their right to the minimum wage and other protections. 

Nationwide, a broad-based coalition has formed in opposition to the measure. "Welfare 
reform cannot work unless everyone who works is rewarded with a reasonable wage," says 
(name, title, organization). "How can we justify disparate pay formulas that create a perverse 
incentive to fire people who are entitled to the minimum wage?" 

The 30-second television spot scheduled to begin airing in (city) today shows side-by-side 
workers doing the same job_ One earns below the minimum wage and "can't provide for her 
children." Of the other, the ad asks: "If an employer can hire someone else for less, what do you 
think will happen to his job?" 

The ad was produced by the AFL-CIO and is one of 15 that will run in key congressional 
districts around the country. The issue ads are part of the AFL-CIO's continuing outreach 
program to educate America's working families about crucial issues facing our nation and to 
raise questions about Congress' priorities on issues central to working families' lives and future. 

### 
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They're chomping at the MINIMUM WAGE again 

AMERlCA HAS A WAGE FLOOR. It's the federal minimum wage, and it's one of our oldest 
and most fundamental protections for working families. It's there because Americans believe 
that all people who work are entitled to a reasonable wage. [t's there to prevent employ~rs from 
driving wages down by pitting one group of workers against another. It's there to give millions 
of working poor a chance to support their families and contribute to their conununities. 

But some members of Congress are trying to weaken this basic protection -- again. They're 
proposing to chomp away at our wage floor by creating different classes of workers -- some who 
are entitled to the minimum wage and some who aren't. They want to exempt people required to 
work in state "workfare" programs from the minimum wage and other basic employment rights 
-- civil rights, organizing rights, health and safety protections and curbs against sexual 
harassment. 

If they succeed, they will create a perverse incentive to fire workers who earn low wages and 
replace them with other who are paid even less. 

They'll destroy any possibility that weifare reform can reduce dependency on "Welfare by leading 
people into real jobs with real wages. 

They'll undermine the minimum wage we raised just last year -- an increase Anlericans 
overwhelmingly supported -- so that working poor families could rise from poverty through the 
dignity of work. 

Can America afford to pay workfare participants the minimum wage? We can't afford not to. 
America can't stand more erosion of workers' living standards -- especially for those in the 
lowest-wage jobs who are already hurting the most. 

Stop the new attack on the minimum wage. 

Call your representatives in Congress and tell them American voters support the minimum 
wage -- for all workers. 
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Peter D. Hart Research Associates, Inc. 

MEMORANDUM 

TO: AFL-CIO 

FROM: Guy Molyneux and Geoffrey Garin 

DATE: June 10, 1997 

SUBJECT: Minimum Wage Coverage for Workfare Recipients 

Peter D. Hart Research Associates has just completed a national voter survey that 
includes two questions measuring support for extending minimum wage and other 
workplace legal protections to welfare recipients in workfare programs. The survey was 
conducted by telephone June 6 through 9 among a representative sample of 800 
registered voters who participated in the 1996 elections. The margin of error on these 
results is +/-4%. 

Strong voter support for minimum wage coverage. The survey results 

reveal that American voters strongly believe that minimum wage laws and other 

basic legal workplace protections should apply to those in state workfare 

programs. The survey question reads as follows: 

As you may know, Congress passed a law last year requiring able bodied welfare 
recipients to work in state workfare programs. Do you believe that the people who are 
required to work in these workfare programs should be covered by basic legal 
protections, including the minimum wage law, or do you believe that the states should not 
have to pay the minimum wage to welfare recipients in workfare programs? 

Fully 69% agree that workfare participants should be covered, while just 25% 

believe that states should not have to pay participants the minimum wage. 

We would note that workfare participants are clearly identified in this 

question wording (twice) as still being "welfare recipients," making the strong 

1 
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Peler D. Hart Research Assaciates. Inc. 

favorable response that much more impressive (and meaningful). The breadth 

of support for minimum wage coverage is also striking, including two-thirds of 

those with incomes pver $50,000 (67%), professionals (67%), and white voters 

(67%). Even college-educated men (71%) and Republican voters (62%) favor 

minimum wage coverage by large margins. 

Wage impact argument for coverage is strong. Voters' initial support 

for coverage doubtless arises from a fundamental sense of fairness. Since other 

workers receive this protection, they reason, why shouldn't workfare participants 

in similar jobs? However, organized labor has another, less immediately obvipus 

reason for believing that coverage is needed - namely, the corrosive effect that 

sub-minimum-wage workfare programs could have on the jobs and wages of 

low-wage workers outside of workfare programs. The survey tested the appeal 

of this argument for coverage against a powerful opposition case that focuses on 

the cost of coverage to taxpayers, and finds the wage impact argument prevails 

by a decisive two to one margin. 

Supporters of paying the minimum wage to people in workfare programs say that many 
employees who currently work at the minimum wage would lose their jobs if workfare 
participants could be forced to work for less, and also say that exempting one group of 
workers from minimum wage protections opens the door to undermining the minimum 
wage for others. (59% agree.) 

Opponents of paying the minimum wage to people in workfare programs say that the 
taxpayers would have to support higher welfare budgets if states are forced to pay the 
minimum wage. and also say that welfare recipients who want better pay should get off 
welfare and find a job on their own. (31% agree.) 

2 
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GROUPS SUPPORTING FAIR LABOR STANDARDS ACT 
COVERAGE FOR WORKFARE PARTICIPANTS 

A. Philip Randolph Institute 
ACORN 
Americans for Democratic Action 
American Friends Service Committee 
American Jewish Congress 
Black Women's Agenda, Inc. 
Bread for the World 
Business and Professional WomenlUSA 
Catholic Charities USA 
Center for Community Change 
Center for Law and Social Policy 
Center for Women' s Policy Studies 
Center on Budget and Policy Priorities 
Chicago Commons Employment and Training Center 
Chicago Jobs Council 
Child Care Action Campaign 
Church Women United 
Clearinghouse on Women's Issues 
Coalition on Human Needs 
Commission for Women's Equity 
Day Care Action Council of Illinois 
Disability Rights Education and Defense Fund, Inc. 
Feminist Majority 
Hadassah 
Illinois Hunger Coalition 
INET for Women 
Korean Immigrant Workers Advocates 
Labor Project for Working Families 
Leadership Conference on Civil Rights 
League of Women Voters of Illinois 
Lutheran Services in America 
Mexican American Legal Defense and Education Fund, Inc. 
Mid America Institute on Poverty 
Migrant Legal Action Program 
NAACP Legal Defense and Education Fund, Inc. 
NAACP, Washington Bureau 
National Association of Social Workers 
9 to 5, National Association of Working Women 
National Center for the Early Childhood Workforce 
National Committee on Pay Equity 
National Council of Jewish Women 
National Council of Negro Women, Inc. 



National Employment Law Project 
National Hispana Leadership Institute 
National Law Center for Homelessness 
National Organization for Women 
National Women's Conference 
National Women's Law Center 
NETWORK: A National Catholic Social Justice Lobby 
New Girl Times 
NOW Legal Defense and Education Fund 
Poverty Law Project 
Public Education and Policy Project 
The Welfare Law Center 
United Church of Christ, Office for Church in Society" 
Wider Opportunities for Women 
Women Employed Institute 
Women Work! The National Network for Women's Employment 
Women's Legal Defense Fund 

/ 



What They're Saying . .. 

"As employers, Lutheran Services in America organizations face the same issues 
that every non-profit and corporate employer in America does by having to work within a 
budget and provide services to its clientele. But, we also believe that workfare recipients 
preform important work that should be valued fairly and covered by the Fair Labor 
Standards Act. We in Lutheran Services America challenge other employers to join us to 
be involved and become responsible in the opportunities we give workers." 

-- Rev. Faye R. Codding 
Lutheran Services in America, 
employer at nursing homes and child care centers 

"The National Association of Service and Conservation Corps' 120 inember corps 
across the country historically have employed welfare recipients to perform work for the 
benefit of their communities. Traditionally, Youth Corps have paid at least the minimum 
wage to everyone who has worked for them, regardless of their status as recipients of 
public benefits. We applaud the Clinton Administration for reaffirming this policy for all 
employers." 

-- Kathleen Selz, President 
National Association of Service and Conservation Corps 

"If our commitment to help those struggling to escape poverty is real, then we 
must be vigilant in ensuring that the protections so critical to the success of other workers 
are also available to welfare recipients. The Leadership Conference believes that we must 
stand firm in our commitment to uphold basic employment protections for all individuals, 
particularly those most vulnerable. Ensuring that low-income individuals are protected 
against sub-minimum wages, inhumane working conditions, exploitation, and 
discrimination is only one piece ofa larger, more fundamental struggle to helplow­
income families chart an escape path from poverty to financial independence." 

-- Wade Henderson, Executive Director 
Leadership Conference on Civil Rights 

"Research indicates that the T ANF [Temporary Assistance for Needy Families or 
'Workfare') program must include worker protections if we expect women to move from 
welfare to self-sufficiency. Simply providing jobs for welfare mothers will not enable 
them and their families to get out of poverty." 

-- Institute for Women's Policy Research 
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What They're Saying . .. 

"I applaud the President in his decision to apply labor standards, most notably the 
minimum wage, to welfare recipients required to return to the job market. Welfare 
recipients put to work are entitled to the same benefits as any other worker. To pay them 
less than a minimum wage is unconscionable." 

-- Sharon Sayles Belton 
Mayor of Minneapolis 

"I have introduced legislation which would require that welfare recipients in work 
assignments in California have the same rights as other workers on job sites, including, 
first and foremost the right to receive at least the minimum wage. I strongly believe this is 
the best policy for California and for the nation. The Clinton Administratiori is to be 
congratulated for concluding that the Fair Labor Standards Act protects welfare 
recipients." . 

-- Antonio Villaraigosa 
Majority Leader 
California State Assembly 

"While Workfare may be helpful in introducing some welfare recipients to the 
demands of the workplace, without job rights participants could all too easily be 
exploited. Treating Workfare participants differently from other employees would send 
the wrong message. It tells them and their potential employers they should not be viewed 
as members of the workforce. In contrast, treating Workfare participants as employees, 
with the rights and protections due employees, will help integrate them into the workforce 
and motivate them to develop and advance on the job." 

-- Illinois State Representatives 
Carol Ronen, Constance Howard, 
Larry McKeon, Louis Lang, 
Michael Smith, Kevin McCarthy, 
Rosemary Mulligan, Michael Giglio, 
Angelo "Skip" Saviano, Janice Schakowsky, 
Larry Woolard, Steve Davis, 
Arthur Turner, Mike Bost, 
Lou Jones, Shirley Jones, 
Miguel Santiago and Charles Morrow 
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Polling Data: 
Minimum Wage Coverage For Workfare Recipients 

Peter D. Hart Research Associates conducted a national voter survey, June 6-9, 
that included questions on extending minimum wage and other workplace legal 
protections to welfare recipients in workfare programs. Key findings include: 

• Strong voter support for minimum wage coverage. The survey results 
reveal that voters strongly believe that minimum wage laws and other basic 
legal protections should apply to those in state workfare programs. 

• Fully 69 percent agree that workfare participants should be covered, 
while just 25 percent believe that states should not have to pay 
participants the minimum wage. 

• The breadth of support for minimum wage coverage is also striking, 
including two-thirds of those with incomes over $50,000 (67%), 
professionals (67%), and white voters (67%). Even college educated 

. men (71 %) and Republican voters (62%) favor minimum wage 
coverage by large margins. 

• Voters are concerned about wage impacts. By a decisive two-to-one 
margin (59%-31 %), voters agree that workfare participants should be 
covered by minimum wage and other basic workplace protections to prevent 
the corrosive effect that sub-minimum workfare protections could have on 
the jobs and wages of low-wage workers outside of workfare programs. 
These margins occur despite a powerful opposition case that focuses on the 
cost of coverage to taxpayers. 

59 percent agree with the statement that many current minimum-wage 
employees would lose their jobs if workfare participants could be 
forced to work for less; and that exempting one group of workers 
from minimum-wage protections opens the door to .undermining the 
minimum wage for others. 

31 percent agree with the statement that taxpayers would have to 
support higher welfare budgets if states are forced to pay the 
minimum wage; and that welfare recipients who want better 
pay should get off welfare and find ajob on their own. 

./ .. 
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G. D.P. in House Moves to Bar 
Minimum Wage for Workfare 

By ROBERT PEAR 

WASHINGTON, June 11 - Repub­
licans in Congress moved today to' 
make sure that tens of thousands of 
welfare recipients would not be cov~ 
ered by the minimum wage. 

The Republicans said they intend· 
ed to Qvenurn a recent ruling by 
President Clinton that guarantees 
the minimum wage for welfare re· 
cipients participating in • 'workfare" 
programs run by public agencies or 
nonprofit organizations. 

A proposal (0 exempt such welfare 
recipients from the minimum wage 
is included in budget legislation may· 
ing through Congress this week. Wel­
fare recipients working at low-wage 
jobs in private industry would still be 
covered. 

. By a party-line vote of 25 to 19, the 
House Committee on Education and 
the Work Force decided today that 
the minimum wage should not apply 
to welfare recipients in state work­
fare programs. The House Ways and 
Means Committee reached a similar 
conclusion on Tuesday night, by a 
vote of 22 to 16. 

The issue generated passionate de­
bate. Representative William L Clay 
of Missouri, the ranking Democrat 
on the Education Committee, said 
the Republicans' desire to pay sub-­
minimum wages to workfare panici­
pants "reminds me of slavery's cru­
el exploitation of hUman labor," 

Representative Matthew G. Mani­
nez, Democrat of California, said, 
"The minimum wage is a moral 
question, just as much as slavery 
was a moral question .. -

liberals like Representative Rich­
ard A. Gephardt of Missouri, the 
minority leader. denounced the Re­
publican plan. So did moderate Dem­
ocrats like Representative Tim 
Roemer of Indiana. who voted for the 
welfare bUl last year. 

"The Republican proposal rips the 
hean out of the minimum wage," 
Mr. Roemer said. 

Republicans countered with the 
argument that workfare was not true 
employment. Representative David 
M. Mcintosh of Indiana said work­
fare provided weLfare recipients 
with .. an opportunity to learn the 
habits and skills needed for work in 
the private sector." 

Representative James M. Talent, 
Republican of Missouri, said work­
fare participants often got a package 
of cash benefits, food stamps, Medic­
aid, child care and housing subsidies 
worth far more than they could earn 
by working 20 or 30 hours a week at 
the minimum wage. The minimum 
wage, now $4.75 an hour, is scheduled 
to rise to $5.lj on Sept. 1. 

People in workfare programs 
work. for example, as street clean· 
ers, file clerks. libra ry aides and 

Republican of. New Jersey, said 
workfare was "a very cost-effective 
form of training." To require the 
minimum wage, Ms. Roukema said. 
would "put an untenable burden on 
governors" as they try to move pe0-
ple from welfare to work. 

Governors of both parties have 
objected to the Clinton Administra­
tion's decision, saying it sharply in­
creases the cost of work programs 
for welfare recipients. 

Mr. Talent said a minimum wage 
requirement would make workfare 
prohibitively expensive for many 
states. The welfare law imposes 
stringent work requirements on wel­
fare recipients. 

"If we increase the cost of commu· 
nity service jobs, it will undermine 
the work requirements," he said. 
"Welfare recipients will never get 
from dependency to self-sufficien­
cy." 

The Education Committee tad.ay 

A 'moral question, , 
or a 'cost-effective 
form of training'? 

also drafted legislation to help small 
businesses band together and buy 
health insurance for their employees 
at reduced rates. 

Under this proposal. national trade 
associations could offer health insur­
ance to their members, including 
small-business owners, farmers and 
restaurateurs. Such group health 
plans CQuid be exempted from state 
lnsurance regulation. 

Representative Harris W. FawelL, 
Republican of Illinois, said: "Over 80 
percent of aU uninsured children are 
in families with working parents. 
NearLy twc;thirds of these parents 
work for small businesses, which. 
under our bill, will gain more access 
to affordable health coverage." 

The White House expressed 
"strong opposition" to the proposal. 
Franklin D. Raines. director of the 
Office of Management and Budget, 
said the bill would leave consumers 
without meaningful protection if 
their health plans ran short of money 
to pay claims or improperly denied 
claims. 

Mary Nell Lehnhard. a senior vice 
president of the Blue Cross and Blue 
Shield Association, said the new in· 
surance-buying groups proposed by 
Mr. Fawell would destabilize the in· 
surance market by siphoning off mil· 
lions of healthy workers whose pre­
miums could otherwise subsidize 
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Can States Afford to Pay the Minimum Wage 
to Welfare-to-Work Participants? 

Some have argued that applying basic labor law protections to welfare-to­
work recipients is too expensive. This argument is both false and misleading. 
First, the range of options available to the states and the current block grant levels 
combine to assure that every state can meet the laws' requirements. In fact, every 
state but Mississippi could afford to pay the minimum wage to all participants 
even if none of the education and training options, which because they are not 
work do not require the payment of wages, were used. Second, it is just plain 
wrong to argue that we can successfully encourage a transition from dependency 
to self-sufficiency if we do not afford program participants protections afforded to 
every other American worker. 

STATES HAVE PROGRAM FLEXIBILITY 
AND BUDGET SURPLUSES 

• States have 13 options for meeting work requirements, many of which are 
activities that would most likely NOT be covered by the FLSA coverage, 
such as job readiness training, or time in vocational-education, and fulfilling 
high school. Minimum wage standards will have no effect on the cost of 
these options and these programs will be more suited to the particular needs 
of many welfare recipients. 

• Although federal requirements for hours-of-work inarease over time, the 
range of options for meeting these work requirements also expand. 

• States have significant flexibility about how to meet work requirements. 
They can limit the numbers of people in workfare without cutting off aid 
(e.g., by age of kids, opt-out of 2 month community service option, waiver 
from food stamp work requirement to relieve pressure of finding so many 
.. slots "). 

• Some states are already very far along in meeting the initial work 
requirements (NY already relies heavily on vocational education; Illinois 
and Pennsylvania may already meet their first year work requirements 
without having to place more recipients). 
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WELFARE TO WORK CAN ONLY WORK 
WHEN WORK IS HONORED 

• The most important goal of welfare-to-work policy -- placing fonner 
welfare recipients in unsubsidized, private sector jobs -- will be encouraged 
by increasing the standards required under other options. Employee 
protections are a positive incentive for states to pursue comprehensive 
refonn. 

• The whole point of welfare refonn is reduced welfare dependency. The key 
to reduced dependency is living-wage work and skill development. 

• Any Congressional action to reverse the Administration's position would 
run counter to every legislative effort to refonn welfare by expanding work. 
Since the original Social Security Act, federal policy has acknowledged that 
pressure to enforce work must also include pressure to raise living standards 
through fair payment. Many federal programs (WPA, CWTP, CETA) 
required prevailing wage payments, not just minimum wage. 

• If states cannot meet the competing demands of creating jobs, defending 
living standards, and protecting state budgets, the Department of Health and 
Human Services has the power to grant additional flexibility under 
"reasonable cause" exemptions. 

BACKGROUND STATISTICS ON THE 
IMP ACT OF MINIMUM WAGE REQUIREMENTS 

• The new welfare law requires states to have 25 percent of their caseloads in 
work-related activities for 20 hours a week this year. Any estimates of the 
impact of minimum wage coverage must acknowledge that (1) not all work 
activities will be covered by the minimum wage, (2) not all welfare 
recipients have to be in work, and (3) not all recipients will be forced to 
work full time. These realities make detailed estimates difficult. 
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• The Center on Law and Social Policy has estimated that only one state 
(Mississippi) would be unable to conform with the welfare law's current 
work requirements without increasing benefit levels if food stamps are 
included in the calculation of earnings. This is already allowable under the 
-Food Stamps Workfare program, a program which also includes minimum 
wage requirements. 

• Minimum wage requirements could easily be met by employers involved in 
workfare programs. The median state grant of$383 means that in more 
than half of the states employers would only have to pay 70 cents an hour or 
less to meet FLSA requirements. 

• State grants under the Temporary Assistance for Needy Families program 
(TANF) are set at 1994 levels, but caseloads have fallen. States receive 
funding for 5.0 million families, but current case loads are only 4.1 million~ 
The difference between funding and caseloads will make it easier for states 
to comply. 

• The Urban Institute reports that even in 1994, before the welfare law passed, 
23 percent of all adults receiving welfare were engaged in work activities or 
training that may be allowable under T ANF work requirements. 

WHAT THIS MEANS FOR EMPLOYEES 

• Without FLSA coverage, workers sitting right next to each other doing 
exactly the same tasks will see that one is getting at least the minimum 
wage and the other is not. Acknowledging the employee status of workfare 
participants is key to promoting workplace acceptance. 

• If the intent of welfare reform is to get welfare recipients into the real world 
of work, then they should experience the real world of work; if we want 
them to be able to support their own families off of welfare, they should be 
working at jobs that pay at least the minimum wage. 

• Without FLSA coverage, employers will have incentives to fill positions 
with much cheaper welfare recipients rather than "regular" workers, 
degrading the entire lower end of the labor market in the process. In 
Mississippi, for example, a workfare worker working the required 20 hours 
a week would earn the equivalent of only $1.50 an hour for their grant. 
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WHAT TIllS MEANS FOR EMPLOYERS 

• Without FLSA coverage, employers could hire welfare recipients for free, 
even if their welfare grant divided by the hours worked were less than the 
minimum wage. With FLSA coverage, employers would have to at least 
chip in the extra on top of the grant subsidy to come up to the minimum 
wage (see estimate above). 

• Employers will still enjoy heavily subsidized workers through workfare and 
tax breaks. 

• When the public supported welfare reform, we don't believe they intended 
welfare reform to provide free labor for businesses. 

• In some states, private businesses can get tax breaks on top of the 
subsidized labor so that they have heavy incentives to displace current 
workers or create short-term positions solely to take advantage oflow-cost 
labor. 

AFL-CIO Public Policy Department 

j :\ ... \flsa2.txt 
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AN INDEPENDENT NEWSPAPER 

wages of Welfare Reform 
THE PRESIDENT was right to order that 

welfare recipients put to work under the 
tenns of last year's welfare bill be paid the 

lninimurn wage. The objecting governors and'other 
Cities are likewise right when they say that his 
decision -Will throw the bill even further out of 
whack dian it already was. What the president 
~sica!IY :proved in doing the right thing on the 
wage was how great a mistake he made in caving in 

. to· election,year pressures, some of them 'of his own 
making, ind signing the bill to begin with. 
" The 'problem with the welfare part of this JegisJa­

'oon-!.'as distinct from the gratuitous cuts that it 
iiso impOSed in other programs for the poor-is 
the niisIiialch that exists between its commands 
;iild t/1~ .resources it provides to carry them out. 
The basic command is that welfare recipients work, 
liut that's .not something that can be achieved by 
tile snap'of a finger or the waving of a wand or it 
would have happened long ago. A lot of welfare 
f~ipi~t.i -aren't capable of holding down jobs 
without an enonnous amount of suppon. Nor, in 
fDany'.eases, are there jobs enough in the private 
sector, to accommodate them even if they could 
bcld them down. , 
.J Thecost to the states of putting to work as many 
recipients as the bill requires was already going to 
!>e grea ter over time than the fixed fundin g in the . 
bill. The minimwn wage decision will only add to 
the cost; hence the squawk from the governors. 
'But it's not the decision that was wrong. Welfare 
recipients put to work are no less entitled to the 
protections of the wage and hour laws than other 

workers. To pay them less would also be to 
. undercut the wages of other workers with whom 
they will now cOmpete for low.paying jobs.. That 

.,was a major part of the argument organized Ia.bor 
used in pushing for the order, Wages in that part of 
the . economy. are already too low to suppo'rt a 

. family, and income inequality' in the country gener- " 
. ally is too great . ' ' - -

The law requires that increasing percentages of 
welfare recipients work each year. States that fail 
to meet the targets risk loss of some of their 
federal funds. The number of· hours a recipient 
must work to qualify also increases. Twenty hours .. 
a week will be enough at first, but eventually that 
will rise to 30. For now, the way the president's 
order is written, most states will 'be able to put 
recipients to work themselves, or pay private 
employers to do so, for about the amount of a 
monthly welfare. check. But over time that will 
ceaSe to be true; a welfare check that will pay for 
20 hours at the minimum wage won't cover 30 . 

. The state will have to come up with the differ­
ence. Or it will have to start lopping people off the 
rolls for other reasons. The bill gives stites power 
to do that, too, and that's what welfare advocacy 
groups fear may happen in states whose low 
benefits won't cover all the hours the bill requires. 
Back to the mismatch: The bill requires more than 
it pays for. As with the other flaws in this misbegot­
ten legislation, sooner or later this one needs to be 
fixed, or a lot of vulnerable people including chil­
dren badly in need of help are going to end up 
harmed instead. 

France Reaps Its Reward 

F
OR SOME time now, a debate has raged 
about the efficacy of linking trade and politics 

. in relations with China. Some say you can use 
PIle to achieve results in the other; others argue 
that business is business and let's keep human 
rights out of it. An event in Beijing on Thursday 
should settle the matter: You can use trade to 
influence political relationships. 
, Unfortunately, the example at hand involves 

thina's :using trade to get its way, not the other 
~ay around. A month ago. France helped make 
~e that the United Nations Human Rights Com· 
......,;c.c.i,;" '.I.,tiqlrin'f P\'t>., riic:..'-"<:<: rl-.;n'1'C:: rlic;;:rn~' hI!· 

human rights, China notes France has made a wise 
decision," President Jiang Zemin said, according to 
a spokesman. Of course, there's no need for 
Americans to get too high and mighty about such 
French behavior. This country, too, has made its 
opportunistic deals, 

Nevertheless we were reading about Mr. Cbir­
ac's salute to China-which "will be one of the top 
nations of the world: and which "must be one of 
our main' partners· -at the same time we hap­
pened to be reading about Wei Jingsheng. Mr. Wei 
is a brave dissident. one of thousands in Chinese 
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T 
bert', a ~ cloubl! stanclm'd ap­
plied to people on X._· '!bey are COD' 

siclerecl seeoocl-clus c:itIzma,. ~ when 
it comes to woli 

The ~ort to./brce people otl~ 
thrOuen I bost at ~ baa pmecllIlOmm­
tum. and reOpimts are beiIli 11m! time limitI 
and other m;wrementslilned It cettIIIC 
them tnmed and wrklllg. 

But some people want =. '!bey tbil:Ik 
that weltan: recipients who go to ...m 
sbculcln't be paicl the ll\immum ware. 

Tbat eiDem' make sense, and the Wbite 
House lalOM it. It ~ that most of the re­
dpientl being placed Ul work prognms 
should be coverecl by the minimum nee Law. 

·That dJdn't Sit well with govemon otboth 
parties or the author! of the welfan reform 
law, who said tbe move would vutl)' increue 
the cost ~f running work prognms and ieaV1: 
most statu Wl2ble to enraU the required 
number ·of recipientl. They'd rather par them 
less than w\l2t is alreacly a low ware. 

Previous welfare Laws explidtly outlined 
when minimum wage laws applied, but the 
new legislatlon does not. That lett the eloor 

ope!! to int.e\'pntlt1on. 
lAbor ~m inmted that wannre reo 

dpients are amrecI by the hlr Labor Stan· 
dan1J Act. which r!Qulres the mIIliIlnIm 'IIi"I\ge 

In molt cues. aocIlIte mOlltba of aucb', tb.e 
WblteBawe~ 

PUbIII: employee ~ haft o~ 
worltflre Progr&m:I in part becauae of COD· 
cems about worizr dllplacement. The tear 
Wii fhat klcal ccvemmentl wulcl be Jess 
IIkel7 to !lire IIIlioll members to sweep streets 
If wo~ put1dpaIIU could be farced to cia 
the same wort at much lower rates. 

Paying the mInlmum ware to wrkfare 
pWdpantl shoulc! llot be an WIle. J!the goal 
is to get th!:m into the workforce and keep . 
them there, it maku sense that they should 
n~' ~. paicl2l:Onel-claSS wages. 'Ibose who 
belieft that the minimum nge IOmehow 
subV1:rt.s welfare reform ought to rewess 
their position. .. 

At a time when the satety net u threat· 
eDed. It is par'..icularly foolish to el!mlnate a 
cla.sl of nonworking poor only to create a 1:1=. 
of ,errs. 
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Workfare Wages 
Paying minimum wage rruihes sen,';/!; welfare ciir!nts already get ilwl IIl1l..:h in grnnls. 

Durlug the :;upcrthUJ'B=d delnl"c over wd­
fore reform, U)c poUUclalls sa'" tlmc al~'1 
ngaln that. the point Wa.3 to end dependency 
Dnd l.nsLUlln reclpient.s teJipe:t for th .. vf1Jm: 
or work. Now thc WhIte House has agreed 
wiLh the U.::;. Labor Dellnrtment thal Wel(A~ 
bcncnclarie" In work propa.m.s n.re perror1u-

MAR LEITE' S VIEW 

lng a scr'/h"l· iu r:.chililce I"(or i",-emc ·~!'!:u by 
cJelhli'lon, thl:Y Die cuvcrc(1 by ~hc }-'jll .. L;,hOl 
~jtulI'JJnls Ad anll musl he paid th.r. tl1jnl~ 
lIlum W"r.I~_ Th~l bt:m 1t ~hl)1I1(t lJe_ 

'rite t:0verllors whu Inbl.Jlcti su hanl [ur­
welfure '·cvlslQn bOAsted that lh(y cnuhl 
move wplfatc r~clpiclll.s Into pr''':'lle,:;,~r.tor 

J'III:o, '1'(1 th~ p"lent lhey :;Ht:CN!\.I. :J tlC l.;lItc 
over "HIl-IIlt! 11I1Ilill1UDl Mige I:. mOll1: Pllvo!Lc 
1:II1J,lnYl!fS ""':lIIsL pay It. l1f!~.:dcs. those ill 
t:l.IUCOt1lltl uno Irolohll: IlfOl!T;:mu WI)Ulll lH~ 
cJCcmph.'tl. 

Tilt': cOlltru'Ir.Js:, arl!'w~ oVI:r \1'1\::&1 10 ,Jo 
ahout. IcciprnL:J who ere VJurk..I,,"!.· for ~I)«:~I Clr 
sl.ale p.ovrrn1Ilelltl'i, perrul'mlnJ: tssks Jlke­
clconlng JI:u~~ ~f "Io\o1ding cle-tlc!1.l hP.lp. 

'niC govcnlOl"S Anll others ""ho COolplRln 
nLJout costs hM'P. 8 weuk CDSr.; "l"he InlJ~hnulll 
W;1gl! ls It~elf~.o Inw I.bat In nU the stale.s lHlt 
MI:o;,o:lssippl, .,c-lIare LJel1('l1ls IJlu~ lood !l;tnmps 
:.tlreuuy pqua) or cxn:cfl what the mtulmUio 
w:'Ce WhllhJ ptl)' n w{:lrare worker rllr lhe re­
fllljr~d 20-hourl.\':ck, Co~l!; wiU .l~c "l''!f tlmi' 
os more hot::',; or WOI k HI C reql'In..'ll, nm) anf:r 
llll" mhllmulo 'AoBI(C ".se~ lH $5 15 III Ol'tlll·er, 

. Yon'lI l.hCII. ::N\1I~','l~r, a JI)-ho1\r'8-w~~lt ""d, 
(111\' Norkrr 9.'uu!cl he 1':11-.1 f8,CYH R yClU" -

1:·1.00U 11::0;5 Lh,lll lhe povcr-ty Icvf'l Cor:l rRlIllly 
d t "rcc. 

-I'hr I'i.";ur doe!. l;el IllOi'C ,'onlpl!r.alctl 
,,',,:.,",, olhr.r .,IIHUlenl JUIts or(' E"';l->"Iur-ed 'Thc 
'J'n:a:tury ll·:'Dltrtm(ul., ror ~)(ufllpl~. Is :~­
,o;e:,rrhlnl, "'het.h~r Ulric ;tTr tllll,llcaUlllIs for 
l'il)ll!1t>nt 01 !~~tCinJ nec.lllily and IlI\rlJ!p!~}"'­

II14'Ut lnxc:', None or lhese \lItrkn:'lcs 'A':.!S 

l.hoIlK'I~ lhr"lJugh ill Ihe polUknl Clc.h to CI~' 
w'L wr.Hor~ i~\-I~I()n lost yelll, Non' tll~j 
",ust. hp, 

P3)hl5: l":c 1\11111.1'.11(1' \~;tge Is lhc rli~hl 
lhing to <\0 f ""nt!mlt:Jllly UfH.J phltu."ophk:1'l\" 
'l1h~re nlrrooy Is ~nolll:ll ":'vm ...... I1 ... ! pi f!:',iUl (" 
011 vJ"lt:,P.:; m"tllI~ lh.)~:c on UIC lu .... esL nlllg~ 
~'Ithuut C"TOtiIlP a III!W PlHII or ."Ill IJII l;h!JOlI III 
'.Vor~:t'rs to pull UJ:iC" ratc~ tI'1wn IUII.I:f'r. Arid 
hr~'.h:s. If covemm,"nl wnnts wrl(nJl..' u·,-!pl­
cnl.$lt, r.tnrL Lhinkhl~ Rlld ncUnlo( Ukl' loIulkerd. 
1lUlu:;" Lre.c llll'llI ns 'Mllk'!t!;, I.Utl 

Vallone's NYFD Audit I~oard Deserves Support 
Whu's cc..lng lowt'lch the ornCtr.s who watr.h 

the officer.;11n Hm,., Ihl! Medlcn ('.fJl1l1l1i_'i~hm 
h~).u(i nU III., own - t~urn)Jos~d !:tlll'Iy J1r hl~ 
~npllilll'''f'~· -, :1l!fllwl','al ,';111'1111'111 r'lllll' 

:IIJUlIt Vul1(1flC'S npw prow)."nl. they lJUYj'lI'r 
'·f't ""I IlIfltr- ."Ult II.,' , .. ''"\,'\' Ih.r."1 I,."",,!,·, 
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Today'l dlbale. WELFlJI.E REFORM 

Rush.to workfare costs 
jobs of working poor. 

OUR VIEW wenw. laws need 
to l1li ftne.tINd; 

IIIIy're hurting tIIoA maat wi­
ner .... to )DtI1a1l. 

Schools in Baltimon: an: bringing in wei­
fan: recipients to do janitotUl work at 
S!.SO an bour. less than ooe-third the mini· 
mum wa&C. rather !ban renew CXlOtraCts 
with agencies that suppued custodians at 
S6 an hour. lbe new worUn CXlOtinuc to 

~vc ~~~~~~!!~~~~~t5, ·.t DO coSt to 
It's a _ deal for the mouey-1hon 

schools and useful1"ork expericna: for pe0-
ple who sooo must &rt olfwdfan:. But wbat 
about those jaaJton who wen: displaa:d? 
How many an: unemployed and c:a.odi· 
dates for the wdM rolh? 

Al Washingtoo and the states pusb wei· 
fare recipients to worK. they've Ctt2tcd a 
w:ay for employers, public and private. to 
rrplaa: rquLv emplo~ with cheaper la­
bor. The looas an: foLb wbo bad stayed olf 
.wdf.Ire with low·ina>me work. They're 
'~ble to reduced boun. ~ 
jobs and lesser ....-.gcs and bczldits. 

A Jcnq City, NJ .. ~ is cuttina 
fuII·time aid .. while hinn& people 00 wel· 
fare as -Volun\ccl's" to do !be same "",rk. 

10 Na.sau County, N.Y.. a custodian 
wd off in 1992 and ultimately forned DOto 
WI:~ mumed to the same job last year 
- but as a wdbrc "trainee" at lower pay, 
00 bendts and DO vacaOOD. 

No one bas yC1 quantifi<:d the probiem. 
But the vulnerable populatioo is 1arJc: 38 
million worlci", poor wbo at $7.50 an bour 
or Icss 011= bave DO bealth insurance. And 
.. en with !be camom y ihiiVUl& most 
Slates an: shon of !be low-W2IlI'. low-uil1 
jobs that the working poor bold and ~1fiIn: 
I1'Cipi= a oced. YC1 welfare rd'orm ~ 
quires that by !be turD of !be century, ncar­
Iy SO% of all adults' JI'tting ~ &SKis­
tana: - 4 millioo people - must s-pcad at 
Icut 30 boun .& ~ in some sort of wane.. 

The law him employe'S from flring exist­
ing worUn ID hire wdfarc rcop;ena 
whose compensatioo is sub!Ddizz:d by !be 
stale. But ia intell caD be defeated by ",. 

duc:ia& houn, WOICS or benefits for existing 
workcs or terminating outside CXlOtracts; 
workfare r=:ipicnts c:a.o then fill vacaac:ics. 

Backen of!be 1996 welfarc reform mini· 
am.: !be problcnl. They fear a backlasb 
CXluld reYCne momentum rwming their 
way, On the other sid .. unions tnunpC1 
scare norc:s. DOt rc:se:azdI. SUt iiiCiCdoa.I ... 
idcnoc is accwaulating. In addition ID suI>­
tle and overt job displac:mcDt. cmploym 
from Salt uu City ID Ricbmoad, Va.. re­
port !be 60w of wd&rc r=:ipicnts into the 
workf= is belping kr:cp pay rates down. 

ADd wben !be inrvitable CCXlnornic slow­
down arrives. with shrinkage in low-in· 
CXlme jobs. !be situation is likely to ..... m­
ble a IIaSly game of musical chain with far 
more playm !ban wage.payin& scats. 

Welfare rd'orm was long overdue. But 
!be 1996 law, driven by simplistic budget· 
cutting polities. did liulc to spur the job 
growth accdcd to deal with UIIdclying 
povcrry and lade or oppommity. PrcsidcIlt 
Ointoo wana to spend $3 billioo for jot>­
traininurants and taX breaks to crop/oym 
who bin: v.od&rc r=:ipialts. Flm, some 
spodcw<rl: is accdcd. Movins "",1Jiu,: re­
cipients to work is • fiDe objective. But 
tbrowin& the won:in& poor oul OD the =. 
is an unaco:ptabIc price. 

Reform that rUb tIuowin& !be working 
poor out of work and ooto the wcIl2rc rolls 
is nat worthy of !be name. 
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EDITORIALS 

Money for hire 
Use Pa. 's surplus to create publ£c-service jtXis. 
Mayor Rendell commiserated 

~londay with othe~ m:\yo.s onr the 
burdeos of tha t:,QW WQl.b ... ""Q law. FIll 
urged a rederal ;oos progra:n for Ul! 
Z!.illions nationwide who will be 
fc:ced off the :0115. 

o:Ir. R<:lde!l is right It .~.;!S irre· 
spcns:cle of Co::..gress to p:.s.s, and 
P:esiceI!t Clini.oD. to sign.. :1 'R'elf~~ 
Vlt.!l lhtll did little lu CTl!a.le job:) rc~ 
fol!<.s who'll lose their benefits. 

Soc e s\ates aren't.i:J, good sha;:e to 
b3nJo-~OU ~ jobs ?rogram. 

III New Jersay. for '''aI::lple. GOT. 
i "iVhi=an already is resorti:lg to 
I cudget g'~micF.D' to :lose a deficit 
l an~ 'to f\i.lld the S:Sle per.sion syste:a. 

But in PenilSj'!\"at.la. which e;Qe~..s 2 

, lL-p I us ·of more than 5.;00 millien 
';;-'b.e:l. the ":Iud.5~t y€:ar eoC1.S Jun.e 30, a 
·jobs initia;i\'e is deabl~. 

A ccclition of laboT u:c.ic:ls. CO:l' 

mun.i 'C"j group3 Dod rcligio'.1:i orgQ.!li· 
z:tio= nlS come tegette. to support 
• SUS :::lil..i:1oll jobs pl~D by State Sen. 
Vi:l.Celll J. HUEnes (0 .. Phil,.l. 

b ReDublican-<iominated a.m.s· 
burg, Uis Decocr~tic plan is going 

I 
:.owbere fost. But it could spur de­
bate and. prep:u-e the ground. lar ;). 

I biF:ll-tisan ioes bill. ". 
Sen. R~hes' bill would c~e.te 

l 
·]0.000 !ull·,i.::::.c job:; :I':Qtc\\idc. ro.ng· 
. bg from boarding up ab=dolled 

homes' to cleaIilil. up par~' The 
workers ~ould get S6 an hour, r the 
·'pre'-::W.i.=l.g w~ge," if th.:tt's hi her.' 

Tlle pay would be sel subst.>itlally 
soove the ill.b.i.:nUD w3ge - S4.75 an 
hour - parJy te ~ concerns tilat 
S"Jc!l a jobs ?r.-grll::!. ;;OUli:PllSC, 
d~"'n the ,,"3;;es. of ouer 10 : ·poi!!. 
workers. That's nc smaJi· i . e ~ 
~ '." lhe wtden!llg gap bet'O'e : low· 
u:co:ne and h!gh"'2l1l~ .... meficans: . 

Still, tber! are cOlllpeUbgi argu: 
I:lQnts: for pu-::!.:l.g ..c.o~ puolic..;rv. 
ice jobs at or close ~o tb.e midimum' 
...age. Such jobs are • first steptlil of 
depende!lcy for ",,0ille wbo .can:! 
find work iI: the priv~:e seClO • Why 
should gover:l::leilt. ::!Cii.!lg as the em­
i:'loyer of l~ resort, t~y ~ori th~ 
p:-tnte cornpalO.l"" ori .. lheuj least· 
ski!12d el!lploye~s? '.. 

TIlis I .... el of P3)' ... odd g{~e e.'(­
wcl!.3rc r~ci1J:~::t! :m i:1c::odve to. 
strive to"'ud o.~er jocs. ill tu~ 
opeIlmg up slo:s :0;' oth~r lOW.~ed 
;IeODle. Also. since !!loney for . jobs 
program i.s:;.'t t!nli::t:llted, ke~p· pay 
low allows more joos to be crdated. 

"Most workers b t!J.e inoh city 
are ready, "'llllng. able and ai."aOllS 
to hold. steJcy jcb," wrote s!iciole­
t..st Willil!:::l Juiios Wilso!l 1:lSi year. 
Ye:;. And go\'crD.c~t :::l"~-t d~ :r.ora 
to help 'prove h::: tight 
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President William 1. Clinton 
The White House 

May IS, 1997 

1600 Pennsylvania Avenue, NW 
Washington, DC 20500 

Re: Welfare Reform and Civil Rights Enforcement 

Dear President Clinton: 

On behalf of the 180 national organizations that comprise the 
Leadership Conference on Civil Rights, the nation's oldest and most broadly­
based civil rights coalition, we write to request your assistance in making the 
civil rights and economic security oflow-income individuals and families a 
higher national priority, as states implement the recently-enacted Personal 
Responsibility and Work Opportunity Reconciliation Act (PRWORA)_ 

The Leadership Conference believes that real welfare reform must 
remain true to fundamental principles of equality, fairness, and social justice 
while increasing the chances for all families in need to become economically 
independent. The changes required by the PR WORA create new challenges -­
and new risks -- to upholding these fundamental principles. 

New Threats of Discrimination Targeted at Low-Income Families 

The PRWORA creates perverse new incentives for states to deny 
assistance to needy families and act in discriminatory ways, thus, erecting new 
hazards for individuals who already face discrimination: persons of color, 
women, people with disabilities, and older people. For example: 

"Equality In a Free. Plural, Democraric Society" 

.. ~ 



President Clinton 
May 15, 1997 
Page two 

• With the elimination of the individual entitlement to welfare benefits and services and 
the lack of clear rules, crucial decisions about who gets benefits, who gets services, and 
wbo gets penalized, may be made in arbitrary and discriminatory ways. For example, 

. as a result of the new legislation states now have wide latitude to use different rules in 
different geographic areas. As a result, communities with a high concentration of racial or 
ethnic minorities such as cities may receive lower benefits, fewer services, or be subject to 
harsher rules and penalties. 

• The banb new restrictions aimed at legal immigrants will likely worsen discriminatory 
practices that many etbnic minorities already face. Individuals who are eligible to' 
participate in a particular welfare program could be shut out simply because they have an 
ac<;ent and are assumed not to be citizens. While the Department of Justice will be issuing 
guidance on verification of status procedures to providers that distribute federal public 
benefits, there will be no procedure to monitor the providers and likely no consequence to a 
provider that discriminates. Others may lose benefits because they are unfamiliar with new 
welfare program rules and cannot obtain materials in their native language. StilI others are 
already being shunned by employers, or unfairly selected out to produce identification 
documents, simply because they "look foreign." . 

• Early reports suggest tbat pressure on states to place recipients in jobs and meet strict 
new work participation requirements Inay pusb women, especially women of color, into 
low wage, stereotyped "women" and "minority" jobs with little training and few 
prospects for future employment. States attempting to raise their work participation rates 
also may "cream" job seekers, i.e., focus more attention on individuals perceived as "more 
desirable" ortlie closest to being job-ready, and offer less desirable assignments to minorities, 
people with disabilities, older workers. pregnant women, immigrants and others who too 
often lose out on job opportunities, because of discriminatory stereotypes about their abilities. 

• Early reports also suggest tbat rigid new work participation requirements may 
discourage states and employers from assessing and accommodating tbe needs of 
Individuals with disabilities. A recent study by the Urban Institute found that 16-20 percent 
of women receiving AFDC (under the old welfare law) reported one or more disabilities that 
limited their ability to work. But some individuals with disabilities may be unable to comply 
with the new law's work requirements because their disability has never been identified, 
assessed, or reasonably accommodated. Moreover, specific provisions in the new law may 
have discriminatory effects on individuals with disabilities: the twelve month time limit on 
participation in vocational education, for example, may unfairly impact individuals with 
learning disabilities who need to enroll in specialized programs of a longer duration. 
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• 

• 

Increased sexual harassment is a foreseeable problem. Women are the majority of adult 
welfare recipients. Given the documented instances of sexual harassment in our society, it is 
reasonable to assume that some of these women may become victims of harassment in the 
workplace because they are particularly vulnerable -- i.e. they risk losing vital benefits if they 
cannot keep their jobs. 

Children may be penaliz~d unfairly by welfare reform simply because of the 
circumstances of their birth; i.e. because their parents were unmarried, or young, or 
immigrants. As a result, the new law will take benefits away from children who otherwise 
would receive them under the old AFDC program and who now desperately need them. 

Recommendations 

Welfare reform should not mean a loss of civil rights protection. Moreover, devolution of 
power to the states cannot and must not mean the abandonment of the federal government's 
responsibility to provide basic civil rights protections for low-income individuals and families. The 
new welfare law does not modifY the many civil rights laws that protect against discrimination, nor 
does it alter the federal government's continuing obligation to enforce such laws. In this changed 
environment, the role of your Administration will be critical. We urge the Administration to: 

1. Vigorously enforce the laws prohibiting discrimination in federally funded programs, 
including those specifically listed in the legislation and Title IX of" the Education 
Amendments of 1972, as part of welfare implementation. As the recent U.S. Commission 
on Civil Rights repon, Federal Title VI Enforcement to Ensure Nondiscrimination in 
Federaily Assisted Programs (June 1996) concluded., there haS been a history of under 
enforcement of Title VI, especially in the context of block grant programs. Given the 

-heightened potential for discriminatory practices under the PRWORA, the federal government 
must develop new strategies to detect and challenge discrimination, and better coordinate its 
enforcement effons. 

2. As states submit, amend and expand their state plans, the federal government should 
require specific information about the "objective criteria" states will use to determine 
eligibility; how they will assure "fair and equitable treatment;" and how they will 
provide welfare recipients an opportunity to be heard as required by the PRWORA. 
The Department of Health and Human Services does not have the authority to disapprove 
state plans, but it does have the responsibility to determine whether the plans are complete. 
Requiring states, as they submit their plans in future years, to articulate the standards and 
procedures they intend to follow is critical to prevent arbitrary and discriminatory decision-
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making at both the level of individual benefit determinations as well as the level of state-wide 
implementation., For example, if the state plan proposed differences in treatment for 
predominantly minority urban areas and predominantly white suburban areas, potential 
violations of Title VI could be identified and deterred. 

3. Vigorously enforce other civil rights and labor laws on behalf of welfare recipients, 
including Ti~le vn of the Civil Rights Act of 1964, the Equal Pay Act, the Age 
Discrimination in Employment Act, the Occupational Safety and Health Act, the Fair 
Labor Standards Act, the Americans With Disabilities Act and Section 504 of the 
Rehabilitation Act, the Immigration Reform and Control Act, and the Family and 
Medical Leave Act. Welfare recipients, whose farnilies' access to subsistence benefits binges 
on their ability to get and keep jobs, will be easy and wlnerable targets for discrimination. 
They are entitled to the same protections against discrimination, unsafe working conditions, 
and exploitive pay as other workers. And enforcing the law on their behalf protects all 
workers, by reducing the incentive to replace current employees with cheaper and more 
exploitable labor. 

4. Ensure that states comply with the requirements of the PRWORA to maintain 
assistance to single recipients who cannot obtain child care for a child under six years 
old, and maintain Medicaid coverage for eligible families. The Administration should 
ensure that states comply with the law's provision protecting families with children under six 
from being penalized if lack of child care prevents them from accepting a work assignment 
by requiring states to conduct case reviews of a sample drawn from families that have been 
sanctioned. 

5. Work to rep~al the provisions of the PRWORA that severely limit the eligibility of 
legal immigrants and refugees for a wide variety of federal benefit programs, and to 
address the inadequacies ofttie naturalization process. The provisions of the PRWORA 
related to legal immigrants are blatantly discriminatory in that they treat foreign-born 
individuals differently than those who are born in the United States, denying them benefits 
until they have become naturalized citizens regardless of whether they work and pay taxes 
to the United States government. These provisions have a particularly discriminatory impact 
on elderly and disabled immigrants, many of whom are unable to fulfill the English language 
and civics requirements for naturalization or to take a meaningful oath of allegiance and 
therefore will remain permanently ineligible for Supplemental Security Income and Food 
Stamps. 



President Clinton 
May IS, 1997 
Page five 

We also urge efforts to allow legal immigrants to continue to receive assiStance while they 
are in the naturalization process, to waive the English language and civics requirements for 
an expanded class of elderly immigrants, and to allow individuals who are too disabled to 
naturalize to continue to receive federal benefits. 

In addition to challenging discriminatory practices at the state level, we urge the 
Administration.to work diligently at the federal level to remedy the harshest effects of the new law. 
The Administration has begun some ofthis work, but there is more to do. For example, we support 
proposals in the Administration's budget to mitigate the new law's hardships for the most wlnerable 
legal immigrants, people with disabilities and children. But the far-reaching impact of the new law­
almost all noncitizens are no longer eligible for SSI and Food Stamp benefits, and new immigrants . 
will be barred from federal means-tested benefit programs for five years -- will require the 
Administration to take more steps to restore the status ofJegal immigrants as full and equal members 
of American society. 

We strongly urge the Administration to take advantage of any flexibility permitted under the 
new law to minimize its negative consequences. For example, the PRWORA targeted the SSI 
Childhood Disability program for cuts, and required the Social Security Administration to develop 
a new definition of childhood disability. Unfortunately, the Social Security Administration failed to 
take advantage of the statute's flexibility, and has issued unnecessarily harsh interim fina1 regulations. 
If these regulations are not changed, they are likely to disqualify at least 135,000 children with 
significant impairments, and to fall especially heavily on children with mental retardation or mental 
health problems. 

Restricting children's eligibility for the SSI Childhood Disability Program will also restrict 
their eligibility for Medicaid. Most children who qualify for SSI are automatically eligible for 
Medicaid; thus, children who fail to meet the new restrictive definitions for SSI eligibility lose this 
automatic coverage. Some will qualify for Medicaid on other grounds; others, however, will not. 
We commend the Administration for proposing to continue Medicaid coverage for children currently 
receiving SSI, who are disqualified under the new rules defining childhood disability. However, this 
proposal only helps current recipients. It will not ensure Medicaid coverage for children who would 
have qualified for SSI, and thus Medicaid, under the former rules, but cannot meet the stringent new 
standards. 

New Barriers to Economic Security Facing Low-Income Families 

Ensuring that low-income individuals are protected from discrimination is only one piece of 
a larger, more fundamental struggle to help low-income families chart an escape path from poverty 
to financial independence. The new law ignores many of the specific barriers -- such as the lack of 
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livable wage jobs, transportation, health care, child care, domestic violence counseling, and limited 
access to quality education and job training programs -- that make it difficult for low-income 
individuals to move permanently from welfare to work. Many welfare recipients, for example, are 
being forced to drop out of school and take "dead-end" jobs even though completing their education 
may be the only way they can get jobs to support themselves and their families. 

The welfare to work initiatives included in the budget may mean more funding to help 
individuals get jobs, but it is unclear what these initiatives will be and how much funding will be 
available. Even the original budget proposal - $3.6 billion allocated over five years - is not enough 
to meet the needs of all of those who must find work. We urge you to pursue meaningful and 
much-needed reforms, and seek additional funds to: (1) create new jobs that pay decent wages; 
(2) expand access to education and job training so that welfare recipients can be better 
prepared for the workplace; and (3) provide necessary support services, such as child care, 
health care, domestic violence counseling, and transportation costs, that welfare recipients 
need to go to work. Without such reforms, welfare recipients will be pitted against, or simply 
displace, other low-wage workers as they vie for an inadequate supply of jobs and compete for ever­
dwindling support services. 

This Administration has distinguished itselfby standing firm in its commitment to uphold basic 
civil rights protections for all individuals. We urge you to make the promise of our civil rights laws 
a reality for all individuals, particularly those most vulnerable, by making civil rights enforcement a 
top priority as the new welfare law is implemented. And, we urge you to go even further, by working 
to restore equal treatment for immigrants to this country, a safety net for children and adults with 
disabilities, and assistance to poor families struggling to achieve financial independence. 

Dr. Dorothy I. Height 
Chairperson 

Sincerely, 

Leadership Conference on Civil Rights 

Horace Deets 
Executive Director 
American Association of Retired Persons 

Wade Henderson 
Executive Director 
Leadership Conference on Civil Rights 

Jackie DeFazio 
President 
American Association of University 
Women 
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Marian Wright Edelman 
Founder & President 
Children's Defense Fund 

Antonia Hernandez 
Executive Director 
Mexican American Legal Defense & 
Educational Fund 

Paul Marchand 
Director 
The Arc of the United States 

Kweisi Mfume 
President & CEO 
National Association for the 
Advancement of Colored People 

Hugh Price 
President 
National Urb<l!l League 

Marcia Greenberger 
Co-President 
National Women's Law Center 

Judith L. Lichtman 
President 
Women's Legal Defense Fund 

Gerald McEntee 
International President 
American Federation of State, 
County & Municipal Employees 

Karen Narasaki 
Executive Director 
National Asian Pacific American 
Legal Consortium 

Rabbi David Saperstein 
Executive Director 
Religious Action Center 
Union of American Hebrew 
Congregations 
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Andrew L. Stem 
President 
Service Employees International Union 

Stephen P. Yokich 
President 
International Union, United Automobile 
Workers of America 

Patrisha Wright 
Executive Director 
Disability Rights Education and Defense 
Fund 

Raul Yzaguirre 
President 
National Council of La Raza 
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EMPLOYED ________ ~~-----------. INSTITUTE 22 WEST MONROE STREET. SUITE 1400· CHIC.l.GO. IL:"lN01S 60603 

VOICE 312.782.3902' FAX 312 782 52~9 

April 25. 1997 

President William J. Clinton 
The White House 
1600 Pennsylvania Ave. 
Washington. DC 20500 

Dear President Clinton: 

On behalf of hundreds of thousands of women in poverty who will be required to 
meet the work requirements of Temporary Assistance for Needy Families (TANF) under 
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996, we urge 
you to support employment protections for participants of "Worlcfare" and other work­
related pro~s. 

Most Workfare programs, which states can create to meet their TANF work 
requirements, require T ANF recipients to work in exchange for their benefits. 
Unfortunately, TANF does not mention the fun range of employment and anti­
discrimination laws that can protect Workfare participants from unlawful conduct. 
Current workers who do not receive TANF are already protected by such employment 
laws as the Fair Labor Standards Act, Title vn of the Civil Rights Act of 1964, the 
Pregnancy Discrimination Act, the Family and Medical Leave Act and the Occupational 
Safety and Health Act. Denying Workfare participants similar protections sends the 
intolerable message that employers need not worry about treating Workfare participants 
fairly or with dignity and would allow Workfare employers to benefit from the labor of 
Workfare participants who are trying to support their families. 

In a typical Workfare arrangement, employers will get T ANF recipients to work 
for 20 hours per week and perform any work that the employer assigns. The employer 
will direct the participant's work, supervise the participant, and monitor the participant's 
progress, but will not be required to pay the participant's wages, provide skill training or 
commit to hiring the participant permanently. In most cases, the employer's extensive 
authority to direct and control the participant's work will satisfy the legal tests, such as 
the "economic realities" test that coUrts have used to determine whether a worker is 
covered by a particular employment law. 

If employment protections are denied to Workfare participants, then this "make 
work" program, which is not creating jobs, is punishing recipients. In the absence of basic 
employment protections, Workfare participants are treated as prisoners who may have to 
endure discrimination or working in unsafe and hazardous environments or risk being 
sanctioned and losing their T ANF benefits if they do not work under these conditions. 

SERVICE AND ADVOCACY FOR WORKING WOMEN SINCE 1973 
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In light ofTANF's strict work participation requirements and our economy's lack 
of a sufficient number of entry-level jobs, we must create programs and policies that help . 
women fmd livable wage jobs that can support women and their families. Unfortunately, 
many Workfare programs will not advance these goals. Workfare forces participants to 
work in any job without regard to whether they need additional education, pre­
employment or vocational skills training, or whether that job will lead to permanent, 
unsubsidized emp loyment before their time limited cash assistance expires. But, if states 
decide to implement Workfare programs, basic employment protections must be extended 
to program participants. 

As you stated in your proclamation for Women's History Month, women are 
almost an equal share of the labor force, yet gender barrierS still exist that must be broken 
down. Do not allow Workfare to increase the barriers that women on welfare face as they 
work to become self-sufficient. We count on you to insure that Workfare workers are 
covered by the same employment protections that our country ensures for the rest of our 
workforce. 

Sincerely, 

American Friends Service Corrunittee 
American Jewish Congress Commission for Women's Equity 
Black Women's Agenda, Inc. 
Center for Women Policy Studies 
Chicago Commons Employment and Training Center 
Chicago Jobs Council 
Child Care Action Campaign 
Clearinghouse on Women's Issues 
Church Women United 
DaY'Care Action Council oflllinois 
Hadassah 
Illinois Hunger Coalition· 
INET for Women 
League of Women Voters of Chicago 
League of Women Voters oflllinois 
Mid America Institute on Poverty 
National Association of Social. Workers 
National Center for the Early Childhood Workforce 
National Council of Negro Women, Inc. 
National Organization for Women 
National Women's Conference 
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For more information: 
Ma.urice Emscllc:m 

National Employment Law Project 
(212) 285-3025, ext, 106 

WORKER AcCOUNTS 

• General IssuCi 
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Kathy Wtlkinsou (attached press clipping) 
Wheeling, Wot Virginia. 
(304) 242-7773 

Kathy'W'ukinson is a single mother with two daughten. ages nine and eleven. from 
Wheeling, West VII'ginhL She works two part-time minimum wagejobJ at West Vu-ginia 
Northern Community College - as ,. lab assistant and a math tutor. She has an 
A.uoci&te' 5 degree and is currently working toward a Bachelor's Degree in Education. 
Ms, WJlkinson was actively involved in last ycar's successful campaign to raise the federal 
minimum wage. In recognition ofher work, she was honored at the minimum wage bill 
Ji&ning ceremony and introduced the President. Ms. Wilkinson is now campaigning for 
the rights of worldl&re worken for protl'.dion under basic employment laWi. 

Brenda Stewart (attached affida.vit) 
Brooklyn, New York 
(718) 789-6565 

Brenda Stewart, who has two children has been receiving Aid to Families with 
Dependent Children and Food Stamps since was laid olfin 1992 from herjob of two 

years with a community-hued organization. Since 1994. Ms. Stewart has been assigned 
to the New York City workfare program doing extensive clerical work (filing, answering 
phones, and processing mail) for the Department of Social Setvices, which are duties 
equivalent to City employee title "Office Aide m". In return for 5561 a month in 
benefits, she has worked from 20 to as much as 35 hours a week. She WIllI recommended 
for a full-time position by her supervisen, which she did not receiw, and was inItead 
uaigned to train the newly-hired worker. 

• Health & Safety 

Ralph Tricoche (teStimony a.ttached) 
Qlieens, New York 
contact: Karen Yau. National Employment Law Project 
(212) 2~-3025, ext. 109 
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Ralph Tricoche is a recipient of Home Relicfin New York City. Since August 1996, he 
has bt!en assigneu to the Department of Parks and Recreation workfare program for 46 
houn every two weeks in return for monthly Home Relief and Food Stamps IOtalmg 
S296 OJ. month. In the Parks Department, workfare worken now out number regular paid 
employees by 3 10 I. Among other respolUibilities, !vir. Tricoche has raked leaves, 
removed garbage and lWept the grounds. In fu1fil!ing these duties, he has handled 
contaminated needies, soiled diapen, cloths and underwear, vomit, fac:eJ and !CDtex. He 
has trimmed tree.'! and rode on the back of a garbage truck to pick up garbage. He has 
used a chain-cutb:r to cut chains in order to replace old garbage cans. He has peri'ormed 
these responsibilities without any training on his health and safety righu. 

Mr. Luis Pagan (attached worken' compensation complaint) 
Bronx, New York 
contact: Kl.ren Yau,National Employment Law Project 
(212) 285.3025, ext. 109 

Mr. Pagan is a recipient of Home R.eliefin New York City. In 1995, he was a.aigned to a 
workfare placement in the Department of Parks and Recreation. He was seriously 
injured on April 16, 1996, working in a parks garage. Over his objection, Mr. Pagan was 
told to go with a truck driver to deliver garbage to a recycling piant. He was told to 
unjamthe garbage container which wu stuck ... ith a tree. Mr, Pagan reca1led that when 
he tumed the handle of the container, the handle flew agaiNt his mouth "like a bullet". 
His teeth were knocked out ofhis mouth and he wu rendered almost unconscious and 
taken to the emergency room. SinC'.e assigned to workfare, Mr. Pagan Iw never received 
any right·to-know health and safety Lraining or any training in the operation of 
mechanical equipment. Despite his injury, he ha.q been reassigned to workfare in the 
parks, and he con tinues to work without required health and safety training. 

• Discrimination 

For examples of disability cfucrimination in the operation or New York City's workfare 
program, contact: Ca.thleen Clements, Brooklyn I.egal Services (Corp. B), (718) 237-
5500. 

• Wagc&Hour 

For information on arl OWu wUl'L car. (Marilyn M.) involving II workfisn: p"'rUu~lt 
who worked 740 hours cxLra without "compensation" due to an error in the calc;u1ation 
ofhl,r hours, cont;u:t: Gary Smith, MutheaslCm Ohio lL'gal ~rvices (330) 364-7769, 



EMPLoYER AccOtJNTS 

• Non-Profit Employers 

Fay Codding 
Lutheran Services in America, Washington, D.C. 
(202) 626-7935 

Workfare Press Contacts 
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Lutheran Services in .o\meric.an (formerly the Association of Lutheran Social Ministry 
Organizations) is a national organization with local affiliatell that operate social service 
programs for the poor. Lutheran Servic-.es in Ameriea is a signatory to the Fair Work 
Campaign, which is a code of conduct for employen of workfare participants 
guarana:cing basie worker protections. including the minimum W&gl:, and promoting 
maximum &cce:sa to job training and job piaceml'.nt. . 

• Private-Sector Workfare 

Jerry Helmick, Uniled Food &: Commercial Workers, Kansas City, Missouri, 
(816) 842-4086 
Tim Barchak, Service Employe~ International Union, Local 91. Kansas City, Missouri, 
(816i 931-9100 

The Tyson Chicken plant in Sedalia, Missouri, a rural area of Missouri, has developed a 
program with the loeaI Deparunent of Social Services, which is also being promoted in 
state legislation, to refer welfare recipients to the plant for minimum wage jobs processing 
chicken pans. If the rec:ipienu do not accept the pla.ccmenu, in what are often hazardOUI 

jobs, they are automatieaJly sanctioned from their beneDlI. 

Geri Reilly, New York Assembly Uobor Committee, Albany, New York, (518) 455-4311 
(see attached correspondence) 

lnAugust 1996, the ca1andar·maldng company, "At-A-Glance" began employing 
wor~ worken> reti:rred by a local community-bil3ed orpnization for work regularly 
performed by the union workforce. At. the regWar wo~ was laid-ofl' in Deeember 
1996, the workfare worken stayed on the job until !he program was eventua1ly 
terminated. 



NA.TIONAL ORGANIZATIONS 

• Civil Rights Croups 

-Wade Henderson 
Leadership Conference on Civil Rights 
WashiDgton, D.C. 
(202) 466-3311 

. Catherine Powell 
NAACP Legal Defense lit Education Fund 

,,~New Y csrk, New York 
--'(212l2i9-1900 

• .. 1.' .... ". ", - .. _ .• 

Ellen Bravo -
9 to 5, National Association of Working Women 
Milwaukee, WISconsin 
(414) 274-0928 

Jocelyn Fryi:_,,·~::: 
'Women's Legal Defense Fund 
Washington, D.C. 
(202) 986-2600 

ManhaDavis 
NOW Legal Defense & Education l'und 
New York, New York 

_ (212) 925-6635 -,n·, . 

MeHaaJo:scpbs 
Women Employed Institute 

-ChiCllBO, Illinois 
(312) 782·3902 

Workfare Pre~s Contacts 
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• Fair Wurk Campaign 

Maurice Erruiellern 
Fair Work Campaign 
c\o National Employment Law Project 
New York, New York 
(212) 285-3025, ext. 106 

• uwor Unions 

Marc Baldwin 
AFLCIO, Policy Dept. 
Washington, D.C. 
(202) 637·5202 

Marie Monrad 
AFSCME, Policy Dept. 
Washington, D.C. 
(202) 429·1155 

Carol Golubock 
SEW, Legal Dept. 
Washington, D.C. 
(202) 898·3454 

• Low.'Wage & Immigr.mt Worker Organizations 

Roy Hong 
Korean Immigrant Workers Advocates 
LOs Angeles, California 
(213) 738-9050 

Maurice Emse11cm 
National Employment Law Project 
New York, New York 
(212) 285·3025, c..'Xt. 106 

Workfare Press Contacts 
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• Welfare Advocacy Groups 

Henry Freedman 
The Welfare Law Center 
New York, New York 
(212) 633·6967 

Steve Savner 
Center for uw & Social Polk)' 
Washington, D.C. 
(202) 328·5118 

Cindy Mann \Steve Berg 
Centerfor Budget & Policy Priorities 
Wa.'Ihington, D.C. 
(202) 408·1080 

• Workfare Organizing Groups 

JohnKest 
ACORN 
Brooklyn, New York 
(718) 693-6700 

Benjamin Dolchin 
Vv'EP Workers Together! 
c\o Fifth Avenue Committee 
(718) 857-2990, ext. 18 

Workfare Press ContaCts 
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STATE OF NEW YORK ) 
as. 

COUNTY OF NEW YORK) 

AFFIDAVIT 

BRENDA S'IEW ART, being duly swam, depOses and says: 

1. I am 48 ye.a:s old and live with my 2 SOIlS, ages 19 and 16, at 934 Camlll Street, 

BrooklyD, New York 11225. 

2. 1 submit this affidavit in support of plaintiffs· motion for class certiDcatiOIl, 

. preliminarY injunctive relic£, and I temporary resIZ1Iinina order. 

3. My family receives Aid to Families with Dependent Children (" AFDCj and 

Food Stamps from respondent HAMMONS throuah lDcome Support ("ISj C=tcr 1IQ7, under' . 

case number 2499916-1. I c:umDtly receive $189.00 scmi-montfdy AFDC and S2721month in 

foodswnps. 

4. Before May 1996. by busband was on my b\ldact. When be was on the budget, 

we were receiving S331.OO semi-monthly and S333/111.0II.th in food stamps. 

S. I have bcezI receiving public ~ since 1992, when I was laid ofIfrom ajob 

, with Wildcat Services, a commUll.ity organization, where I bad been employed for 2 years. 

6. lD JUDe. 1994, resp<ll1dc:11.t HAMMONS SCII.t me Il10tiCC of appointment directini 

me to report to the Office of Employment Services, located at 109 East 16th Street, New York, 

New Yark. I reported at the time and date scheduled. 1 bad a brief discussiol1 about my goals for 

futIJre emplO)'1Dent with a rcpre.scmative of rcspoudCDt HAMMONS. The representative for 

respondent HAMMONS advised me I would have to participate in tbc Wozk £xperie:nce 

Prosram ("WEPj 20 hours a week (4 hours/day. S dayslweelt). He told me to report to the 

Dcpanmcnt of Social Services, LiviJliston 18 Center (i72) at 98 Flatbush Avenue. BrOoklyn, 

New York, 11217. where 1 would do clerical work. A copy of the AssiiJllll.CIlt Infozmation 

S1I17m!Iry he pve me is '",ched hcmo as Exbiblt A. 

.. w.'_---_.', ----.,~. ---:--.----_._---..----,-------



7. No ODC eve: advised me how my hours o£WEP panic:ipuion were calodetecl. 

8. Al the Llvinpton IS Cemer, Audrey BrOw, the WEP 1UpCMaor, aligned me to 

an Unde.rcare Group in the Income Support Center. The U!Ider;are ~lIistant Office Manager 

usiiJICd me to do cIcrlcal work. My responsibilities incl11ded compilina information for various 

repons. which involvl:$ tallyins the number of cues prOCCl'ed each day by the cueworlcen. I 

was allO respolllible for Dlillg papers. answerlni the phone, and ~ incoming and 

outioin~ mail. 

9. My work responsibilitiea as a WEP panicipam were equiValem: to that of a City 

employee with 1I1e title "OfIice Aide III". 

10. In 1995. the of!ice manaaer clwlaed my duties as a WEP participant I was to 

compile Information for various reports, but on beha1f' of many more c:aaewotkm. 

11. In August 1995 lhean! 1i"om co-workmthat tbe:rewerejob opeZlinpfor clerb at 

IS Centers. I spoke to the ofBce manaser about my applying for ODe af'these positions, and abo 

told me my name bad been submitted. I also read a memo to directors af'IS Caners ukinS for 

1ists o£potemia1 applicantS. A copy oftha1 memo is attached hereto as Exhibit B. I was net 

hired. 

12. Instead, I tZ'Iined the person who was hired lcr the clerk position in rrsy office. She 

then took over the responsibility for compi1ins information lcr lOme af'the reports I bad been 

doing. 

13. In Jamwy 1996 I received a 1etter!-om a representative of respondent 

HAMMONS. adviIiDg me my hems ofWEP panic:lp&tion were inc:reuecIto 70 hours f!Ye:r'J twO 

weeks. A copy of that leUer is ""cbtd b=to as Exhibit. C. N a result, I thai worked It the 

Livinsston IS Center from 9 AM to 5 PM, S days a week, with one hour fcr hmch, for a total of 

35 houra a week. 

.. __ .................... - ... , .... . 



14. In the spring of 1996, I went to the nimh floor of'250 Church Street, the 

headquarters of'the New Yark City Human Resources AdministratiOD ("liRA'1, whele I spoke 

with a Ms. Nelly Per=. about the hiring procedure at HRA. She told me that the agency chose 

Dames submitted ~ to the priority that the ISC directon placed them in. She explained 
.' 

that the iiiCDC)' had Dot gOtteD to my name 011 the list and that I would have to wait. Aki tha1, I 

asked two staff members at the LivingstOnlSC to write lcttm of'recommendation for me to 

speed alOllg the hirin& process. A covy of the two RCOmmendation letten 1 received are attached 

hereto IS Exhibit D. In June 1996, I received from the Director and Deputy Dlrector of the 

Livingston ISC a Certificate of Appreciation for outstancii.ng achievement. A covy of'that 

certificate is atTached he:eto IS ExhIbit Eo 

15. Although my family's budget was reduced ill May 1996 to reflect to removal of" 

my husband from the budget, my work hours IlOt reduced at that time. My WEP superVisor, 

Audrey Brown, told me I need to wait U!1ti1 my case wasm:lassified tore1lect my husband's 

absence from the household to see if my hours would be re4uud. 

16. If the work I was pedomWli at that time had been done by a paid City employee, 

it would hAve been co~ at a sip1icamly hilher rate. On iIlfomution and belief, an 

Office Aide m would be paid DO less than SS.SO an hour. 

17. As I was worldng ill essentially the same position for approximately two yea:s, it 

seemed ,mJikely that my WEP assignment would lead to iUll-time employment with the City. 

18. Ifmy bour.I of WEll pu1icipatioll had beenzeduce41 could havetakel1refmher 

courses ill CCIIZIpUICI and sought employmem in thatfie1d. I took several computc:r courses ill 

the past lID!! did very well ill them, includiDg being the salutatoriaD of my ,Ius at Crown 

19. Since 1 was reqWed to be at work from 9 AM to S PM, 5 clays a week, It was 

extrcma1y dl1B~t for me to pIImIC other employment oppcntul1ities. 



20. On or about Auaust 12, 1996, I WI! told that my name bad been removed from 

the WEP rest=' at the Livingston ISC. No one lit the center or a: OES was able to explain to me 

why my name had been removed. A supervisor at OES told me that I would iet I letter from the 

BEOn-f program, but he did not tell me what the letter would say and he did DOt know when I 

would get the let=. 

21. lnNovember 1996, I received a letter callinS me in to the BEOn-f program on 

Novc:mbe:r 25. I went to the November 2.5 appoimment at the W'illouihby BEGIN Center whee 

I was reassigned to WE.P. thjs time at the Department of Health. I was iiven a refeml form for 

that assiillDlent which informed me that I was to worlc40 hours every two weeks. A ctJFY of that 

rde:ral form is attached hereto as Exhibit F. I was never told how the 40 hours was calculated, . 

aDd no 0= I spoke to about my assiamnent mentioned what waae :ate was used to determine the 

number of hours I was to work. 

22. If I do not participate in the Health Department WEP assignment, r could be 

subjec1ed to a sanction reducing my benefits. My grant is currmt1y not mouih to pay all of my 

bUls. On the-othe: hmd, 11'1 go to work to avoid a sanction, I would be worlcing at least part of 

the time for the City for free. 

23. I object to being assigned without being told what the Labor Department's 

determination of the prevailma wage rate is for this Dew assignment Also. I am cumntly 

coutes1il1g my assignment ~ugh the administrative process on grounds umelated to this suit. 

24. No prior appliCldion has been made for the rclief~ he::ein. 

WHEREFORE, it is rcspcctt\l11y requested that the Couzt pant the rdief lOuih1 herein. 



Statement by 
RALPH TRICOCHE 

WEPWorker 

Submitted to 

The Council ofthe City of New York 

Joint Hearing of the Committee on Parks, Recreation, 
Cultural Affairs and International Intergroup Relations and 

the Committee on General Welfare 

December 12, 1996 

"Oversight of the Parks Department Use of ~ 
Work Experience Program (WEP) Workers" 
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. 
Good afternoon. my name is Ralph Trioche. I live In Astoria. Queens and I was a 
. . \o\.p,. J 
participant in the Work Experience Program fromAugust through November of 1996. 

My first WEP assignment was in Astoria Park in Queens. I was there for two weeks 

before I was transferred to my own site. Athens Square Park. Athens Square is a 

playground parI< in Queens. I was responsible for taking care of this park with one 

other WEP worker. 

When I arrived at Astoria Park. I received no instruction or training to do my job. I was 

handed a rake and told to rake leaves. When I moved to Athens Park. I was dropped 

off by the supervisor and told to keep the park clean. The supervisor said, when he 

came by he wanted to see the park clean. I wasn't told I would be picking' up feces or 

how to deal with bloody needles. 

As the person responsible for the park, I did things like paint, clean bathrooms and 

pick up trash. People who used the park's bathrooms sometimes left feces on the 

floor, which I had to clean up. When I did painting, I had to scrape old paint off and I 

had no way of knowing what was In the paint chips that were flying Into my nose and 

mouth. At no time was I issued protective gear to do these things. I was not provided 

a mask or rubber gloves to do any of these JObs. I believe, I was entitled to a uniform of 

some kind including pants, shirt and jacket. When I went to work, I had to wear my 

own clothes which were ruined by the work I did. I received no extra money from 

welfare to buy clothes·to dO myWEP job. 

In doing my job, I picked up garbage and anything that people left in the park. I picked 

up bloody needles, pampers, kotex, dirty clothing, broken glass and feces. I received 

. no training as to how to pick these things uP and no protective equipment The only 

personal protective equipment I ever received was the one pair of gloves. I never 



• 

, . 
" . \. ~ . 

learned about any hazardous material, biological or chemical, virus or bacteria that I 

may have been exposed to by coming Into contact with blood or feces. 

) 
In doing my WEP job, I ran the same risk as the Sanitation worker who recently died '( 

doing his daily routine when a jug of acid that was left out for curbside pick up, 

exploded in his face. If I had been hurt doing the same type of daily routine, picking up 

some unknown hazardous material that had been left in the park, my story never 

would have made it in the paper. And I wouldn't have even received a decent burial. .r 

I had no chance of getting a real job with the Parks Department. I did th~ same job that 
, . 

city workers used to do, except I did it for slave wages. The WEP program is about 

exploitation, It's 'about indentured servitude with no chance for advancement or 

independence for obtaining a real job. 

:.: 
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Douglas Besharo>', a welfare scholar at the conservaiive AmeriC3.11 Enterprise Institute, said he rejected the 
culrure of poverty argument in the 19605 and still believes poverty then was reIaIed moSlly to high unemployment 
and discrimination. But, he said, the debate has moved to the right, with liberals wore likely to agree that ","dfure 
rules should be tightened to discourage those who don' need help from coming on the rolls. 

And while many on the left continue to reject the old culture argument, he said, "even liberals would say we have 
c:uI!waI and economic forces that are driving young people to irresponsible and ultimately self-destructive 
behavior.-

Judging the Results 
Hold Strive's approach up to a =tain light and it looks strikingly hamt: Worlc like a dog. Accept the wages 

offered. Don't complain about racism. Bow to authority. 

Sykes says that is the wrong way to view it "My clients are jobless, close to homeless. I am uy;ng to shock them 
into getting a foot on the ladder, to get enough experience to ask for berter wages. to stand up against racism.· 

But docs it really walk? Gary C. Walker, president ofPublicIPrivate Ventures in Philadelphia, a well-known 
group in the field of job training. cautions that Strive and many other programs M\'e not been subjected to careful 
studies to determine whether successful graduates would have found jobs anyway. 

"There is no way of knowing whether e-'eryonc needs that son oftreaanenl,· said Walker, who has visited Strive. 

The March session undersoores the challenge. 

Of the more than 50 clients who registered for the session. only 29 showed up the fiISt day. Fifteen graduated, 
Three ha"e already disappeared into "inactive" status. which means Strive can't contacl thew Or they are not 
looking for work, ofl£:n because they are back in jailor pregnant Nine of the students have jobs and the remaining 
three are still looking. 

Copyright 1997 The Washington Post 
The Washington Post 
June 16, 1997, Monday, Final Edition (SECTION: OP-ED: Pg. All) 

The Minimum Wage Debacle 
BYUNE: Paul Offiter 

Liberals are hailing the White House announcement that states must pay workfare participants the minimum 
wage, but they shouldn't be. The ruling tnay be good for organized labor, but it's bad news for welfare recipients 
and a raw deal for states. 

It all goes back to a year ago when critics w .... =eaming that the welfare bill then being debated by C<.ng:ress 
was weak on work. Rather than deal with the probletn, the president agreed to language mandating that half of all 
recipients be working within six years. 

The Congressional Budget Office said 31 the time that most states wouldn' make it because no additional funding 
was provided, but no one paid much attention. Now, under pressure from organjud labor, the president has agreed 
to a wage rule that all but guarantees they won't maJcc it. Caught in the middle are the nation's gavemors who 
opposed both the requirement "!ld the rule, but who now an: stud, with both. 

Please contact Dana Colarulli if you would Uke to receive the WR Daily Report by e-mail or if you have questions 
about articles found in this publication. (dcolarulli @acf.dhhs.9olt(.."aill or 202-401-6951 (voice)). 
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The adminisllalion's rule isn't a problem rigbr DOW. but within a year the miJljmum wage goes to S S.lS, and a 
couple ofy~ after that the worlc requirement increases to 30 hours a week. at whicb point almost every state will 
be in trouble. Then all bets are off. As SIllIes must put more and more recipients to work, and as the cost of doing 
so goes higher and higher. they will either have to come up with additional welfare funcling or cut recipients from 
the rolls. In the current environment, it's not hsn! to imagilIe how thai choice will come out 

The argument that all world3re jobs should pay the minimum "1Ige is appealing but also weak. For many young 
mothers wbo. have never held a job, worldSln: can provide the experience they n= before they seek private 
employment. In effect, it's part work, part Ir.Iining. Wages should be low so there's an incentive to find a real job. 
Moreover, workfare differs from private empl<JYDlent If you miss work but have a valid excuse (the baby siner 
didn't show UP. or the car broke down), you're not sanctioned in most places. If you have no excuse. you still gct 
the children's portion of the g;.utt 

PartIy ii's a desire not 10 hurt the children. and partly it's a recognition thaI many welfare mothers have serious 
problems - low IQ. substance abuse, little discipline - that make it difficult for them to hold regular jobs. They 
still should be required to work, bUI theY need specia1 belp, which is what theY get in world3re (in this respect. it's 
like sheltered workshops for the disablecJ). There's no reason why every rule designecJ for regular employment 
should apply. 

The administration says the minimum-wage rule is needed to protect the low-wage marl:et. "Current work.,,; 
were at risk of being n:plaeed bY lower-paid we1filre recipients in both the public and the priv.ue sectors,' writeS 

Mary 10 Bane. former assistant secretary ofHcaIth and Human Services. 

It's a fair point Forcing several million v.dfare mothers 10 work clearly will put cIownmrrd wage pressure on the 
job market But that's a consequence of the welfure bill the president signecJ, and it's a problem howe>'er we come 
out OQ the wage issue, The "'<IY to deal with it is through policies that supplement wages, such as the earned 
income taX crecJit. The new wage policy may belp, but it could also make maIlers worse. because more families will 
be kickecJ off the welfare rolls, thus adding to the competition for low-wage jobs and further depressing wages al 
the low end of the market. 

For President Clinton, it's another case of trying to have it both ways. Having carl.ier endorsed an unrealistic 
vision of welfare-to-work, he QOW agrees to a proposal that undennines that vision. Ha\ ing sought to appease the 
supporters of the work strategy, be now seeks to placate its hard-line opponents . 

. Faced with such criticisms, presidential assistant Bruce Reed argues that the states shouldn't be focusing on 
workfare anyway. "Our first preferenee has always been for Sl2.teS to place people in private-scctor jobs," he says. If 
onJy it wen: that easy. The Clinton people never have been willing to acknowledge the fact that their welfare 
monn stralegy d~ds hea\ily on public employment Sooner or later they'll have to. 

As the more employable recipients get jobs and leave the rol1s, stales will be left with the more difficult cases, the 
long-term recipients wbo have severe harriers to employment and for whom workfare is the oaly real alternative. 
'That's who is likely to be hun bY the new policy. 

The wriler is commissioner of bealth care financio for the District of Columbia. 

Please contact Dana Colarulli if you would like to reeeive the WR I'laily Report by &-mail or if you have questions 
about articles found in this publication. (deolaruni @ad.dhhs.9(w( ... mail) o· 202-401-6951 (voice». 

1\ 
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Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: 
Subject: 

-----------•• -•••••••• Forwarded by Diana Fortuna/DPD/EOP on 06/13/97 05:51 PM •••••••• _ •• _............... ; ( ~o-.t--
t' ,I" 
r/ 

~ Diana Fortuna 
06/13/97 05:41 :28 PM 
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Record Type: Record 

To: Cynthia A. Rice/OPO/EOP 

cc: 
Subject: 

According to APWA and Lyn Hogan (who heard it from Mickey Kaus), there is something bad for 
private welfare to work efforts in the Ed/Workforce bill. I'm still not clear on details, but according 
to Elaine Ryan it says that under TANF, states may not require welfare recipients to participate in 1M. 
private sector jobs, subsidized private sector jobs, or subsidized public sector jobs, "unless the l"N Ii I 
recipient is compensated at the same rates, including periodic increases, as trainees or employees 7 
who are similarly situated in similar occupations by the same employer and who have similar 
training, experience and skills, and such rates shall be in accordance with applicable law. (Not clear 
what last phrase means; Elaine wonders if this is Davis-Bacon type stuff??) 

Not clear to me how much this requires beyond current practice, but Elaine and Mickey Kaus think 
it's very bad. Lyn says AFSCME snuck it in, and Haskins was shocked when he heard about it 
after the fact. 

On a second issue, Elaine raised an interesting criticism of Haskins' FLSA solution that mayor may 
not be significant, depending on how extensively you think states will make use of the trainee 1:" 
exemption. She sa s his Ian ua e mandates paying the minimum wage for trainees, which our L.ttJ' uj . 
position does not. Elaine is very muc into finding a so ulan e trainee If). f-J 
op-tion is Wide enough. She thinks everyone's picture of WOI kf8re being ditch·digging IS It v-'~ 
efroneously based on what G,u"ahi's doing, and that in fact states will create office workfare .... jl V--
assignmEWts that are closer to training. She just sent us a piece arguing that boL created a big ("t... ,,vi \ 
FL~emptlon for our school to work program by hanging their hat on the trainee exception, and hI J: ~I{ 
thinks there is a precedent there. J f II'" j >J • 
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DRAFT 
Con,rol Number, 88,'""", \:,12~ J 

Part III - Administrative, Procedural, and Miscellaneous 

Treatment of Certain Payments Received as Temporary Assistance 
for Needy Families (TANF) 

Notice 98-

SECTION 1. PURPOSE 

This notice addresses the federal income and employment tax 

consequences of payments received b~ individuals with respect to 

certain work activities performed in state programs under part A 

of title IV of the Social Security ~ct, as amended by the 

Personal Responsibility and Work Opportunity Reconciliation Act 

of 1996 (PRWORA), Pub. L. No. 104-193, 110 Stat. 2105 (August 22, 

1996) (TANF payments). The notice sets forth certain conditions 

under which TANF payments are not income, earned income, or wages 

for federal income and employment tax purposes. The Treasury 

Department and the Internal Revenue Service intend to issue 

regulations that will address the federal income and employment 

tax consequences of TANF payments. The regulations generally 

will be effective retroactively to [INSERT DATE NOTICE IS 

RELEASED TO THE PUBLIC]. As app~ied to the interim period 

between [INSERT DATE NOTICE IS RELEASED TO THE PUBLIC] and the 

date the regulations are issued, the regulations will be 

consistent with this notice. 
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SECTION 2. SCOPE 

This notice addresses only the treatment of TANF payments 

under certain income and employment tax provisions of the 

Internal Revenue Code. Because this notice is based on the 

"general welfare doctrine" (see section 4.01, below), which is 

unique to the determination of federal tax liability, 
-t h.s hO iJ u 
F>O""" 

du"s ,'el Glvk·,..-'-'11V\-A 
iffi~lleaEiQR is intended regardjng the treatment or effect of TANF 

payments (or regarding whether an employment relationship exists) 

under any other provision of law, including the Fair Labor 

Standards Act and other federal and state employment laws. This 

notice does not reach a determination as to whether the recipient 

of TANF payments is a common law employee or is self-employed. 

For purposes of the analysis set forth herein, however, it is 
.. ----

assumed that the recipient of the TANF payments is a c man law 

employee. 

SECTION 3. BACKGROUND 

Congress reformed the welfare system through the enactment 

of PRWORA, which replaced Aid to Families with Dependent Children 

(AFDC) with Temporary Assistance for Needy Families (TANP). AFDC 

required individuals to perform some work activities in order to 

continue to receive public assistance. TANF provides states with 

more flexibility than they had under AFDC to determine basic 

eligibility rules and benefit amounts. TANF also requires that 

specified percentages of individual recipients engage in"work 

activities and imposes penalties on the states for non-compliance 

with that requirement. 
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For pUrposes of TANF, the term "work activities" is defined 

under § 407(d) of the Social Security Act, 42·U.S.C- § 607(d), 

as: 

(1) unsubsidized employment; 

(2) subsidized private sector employment; 

(3) subsidized public sector employment; 

(4) work experience (including work associated with the 

refurbishing of publicly assisted housing) if sufficient private 

sector employment is not a'Tailable; 

(5) on-the-job training; 

(6l job search and job readiness assistance; 

(7l community service programs; 

(8l vocational educational training (not to exceed 12 months 

with respect to any individual); 

(9) job skills training directly related to employment; 

(10) education direct ly related to employment, in the case 

of a recipient who has not received a high school diploma or a 

certificate of high school equivalency; 

(11) satisfactory at tendance at secondary school or in a 

course of study leading to a. certificate of general equivalence, 

in the case of a recipient who has not completed secondary school 

or received such a certificate; and 

(12) the provision of child care services to an __ individual 

who is participating in a community service program. 
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SECTION 4. TREATMENT OF TANF PAYMENTS 

.01 General Analysis. 

The federal income and employment tax consequences of TANF 

payments generally are determined under the following analysis. 

Payments by a governmental unit to an individual under a 

legislatively provided social benefit program for the promotion 

of the g~neral welfare that are not basically for services 

rendered ,are not includible in the individual's gross income and 

are not wages for employment tax purposes, even if the individual 

is required to perform certain activities to remain eligible for 

the payments. See Rev. Rul. 71-425, 1971-2 C.B. 76. Similarly, 

these payments are not earned income for Earned Income Tax Credit 

(EIC) purposes. If, however, taking into account all the facts 

and circumstances, payments by a gov~rnmental unit are pasically ~ 11 I 
·eVi'h thoLlqhSi)~1Y"C11.1Ih', \5;f· J1r?-c 

compensation for services rendered'l\then the ~ayments are -l , 
J. 

includible in the individual's gross income and are wages for 

employment tax purposes. Similarly, such payments generally 

earned income for EIC purposesj\ see ~t'V. ~\..1L .1.5-2,/(., 
~---------~~ __ ~ __ ~J 

are 

In addition, § 32(c) (2) (B) (v) of the Internal Revenue Code 

(as added by § 108S(c) of the Taxpayer Relief Act of 1997, Pub. 

L. No. 105-34, III Stat. 788 (August 5, 1997), and effective for 

taxable years beginning after December 31, 1997) provides that 

earned income for ,EIC purposes does not include amounts received 

for. "service performed in work activities as defined in paragraph 

(4) or (7) of section 407(d) of the social Security Act to which 

the taxpayer is assigned under any State program under part A of 

'---f p(1)pO~ ~11I ~ ~ Ho~ ~T 'yJ uvt-P-vI~ 



Where payments to a participant in a social benefit program are made by an 
entity for which the participant provides services, and some or all of the 
payments (whether termed "wages· or otherwise) are subsidized by a state or 
local welfare or work training agency, the participant is in essence engaged in 
subsidized employment. Under these circumstances, such payments are 
includible in the individual's gross income, are wages for employment tax 
purposes, and are earned income for EiC purposes. 
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title IV of such Act, but only co the extent such amount is 

subsidized under such State program." 

.02 Application of General Analysis to Certain TANF Payments. 

Due to the flexibility TANF affords states to determine 

basic eligibility rules and benefit amounts, a TANF payment may 

be made both for the promocion of the general ~elfare and as 

compensation for services. In these cases, it is extremely 

difficult to characterize the basic purpose of the payments. It 

is also not practically feasible to determine the relative 

proportion of the payment each purpose represents. 

In many of these cases, TANF payments are received in lieu 

of (and generally in amounts no greater than) payments the 

individual formerly received or would have received under AFDC 

based upon the individual's personal and family subsistence 

requirements. In these cases, the primary measure of the amount 

received is the personal or family need of the individual 

recipient rather than the value of any services performed. 

These cases typically share, and can be identified by, 

common characteristics. In cases where the following three 

conditions are satisfied, TANF payments ~ill not be includible in 

an individual's gross income, will not be earned income for EIC 

purposes, and will not be wages for employment tax purposes; 

(ll The only payments received by the individual with 

respect to the work activity are received directly from the 

state Or local welfare agency (for this purpose, an entity 

with which a state or local welfare agency contracts to 
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administer the state TANF program on behalf of the state 

will be treated as the state or local welfare agency); 

(2) The determination of the individual's eligibility to 

receive any payment is based on need and the only payments 

received by the individual with respect to the work activity 

are funded entirely under a TANF program (including any 

payments with respect to qualified state expenditures (as 

defined in § 409(a) (7) (B) (i) (I) of the Social Security Act)) 

and the Food Stamp Act of 1977; and 

(3) The size of the individual's payment is determined by 

the applicable welfare law, and the number of hours the 

individual may engage in the work activity is limited by the 

size of the individual's payment (as determined by 

applicable welfare law) divided by the higher of the federal 

or state minimum wage. 

The federal income and employment tax treatment of TANF payments 

that do not satisfy each of these three conditions is determined 

under the general analysis described in section 4.01, above. 

REQUEST FOR COMMENTS 

The Treasury Department and the Service invite comments on 

this notice and on the future regulations. In particular, 

comments are requested on the three conditions set forth in 

section 4.02 of this notice. Written comments shou~d be 

submitted by October 1, 1998. An original and eight copies of 

written comments should be sent to: 

Internal Revenue Service 
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Attn: CC:DOM:CORP:R 

Room 5228 (IT&A:Br2) 

P.o. Box 7604 

Ben Franklin Station 

Washington, DC 20044. 

DRAFT 

or hand delivered between the hours of 8 a.m. and 5 p.m. to: 

Courier's Desk 

Internal Revenue Service 

Attn: CC:DOM:CORP:R (Notice 98-__ ) 

Room 5228 (IT&A:Br2) 

1111 Constitution Avenue, NW 

Washington, D.C. 

Alternatively, taxpayers may submit comments electronically via 

the Internet by selecting the "Tax Regs" option on the IRS Home 

Page, or by submitting comments directly to: 

http://www.irs.ustreas.gov/prod/tax regs/comments.html (the IRS 

internet site). All comments will be available for public 

inspection and copying in their entirety. 

FURTHER INFORMATION 

For further information, contact Mr. Edwin B. Cleverdon at 

(202) 622-4920 regarding the income tax issues in this notice and 

Ms. Jean Casey at (202) 622-6060 regarding the EIC and employment 

tax issues in this notice (not toll-free calls) . 



tJ Cynthia A. Rice 11119/9806:21 :16 PM 

Record Type: Non-Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Laura EmmettlWHO/EOP 

cc: 
Subject: FICA 

Treasury is really ready to blow. They want to get this out now. Fred was actually arguing for 
delay, just a little, so he could couple it with bad budget news, but he says if we have to go of 
course he'll make the most of it (he'd like the VP to be the one to give the news to the govs). 

Karen is ready and willing to call labor ". I've only been waiting to see if she can call and give them 
the Arizona news too. We're won't have HHS sign off on Arizona until Monday when we get Kevin 
Thurm into the room. 

So this is a long winded way of saying: shall I tell Treasury we'll go next week? Should I wait until 
Monday to tell them anything? 



R=JTT' tt'i .. ~", Mickey Ibarra 
~. 11/17/98 07:50:17 AM 
! 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: 
Subject: FICA 

-----.---------------- Forwarded by Mickey IbarraIWHO/EOP on 1 1 '1 7/98 07:52 AM ---------------------------

Fred Duval 11/16/98 06:32:27 PM 

Record Type: Record 

To: Karen Tramontano/WHO/EOP, Cynthia A. Rice/OPD/EOP, Mickey Ibarra/WHO/EOP 

cc: 
Subject: FICA 

A thought. Once we get final clearance on FICA, we must talk about timing. I don't want to just 
drop this. I want to time it with some bad budget news the states will be getting. (Conversly, I 
REALLY need this when some of the bad budget news does hit in a couple of weeks so PLEASE 
let's continue to press ahead so it is in our pocket). 
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DRAFT 
Control Number: RR-l09108-97 

Part III - Administrative, Procedural, and Miscellaneous 

Treatment of Certain Payments Received as Temporary Assistance 
for Needy Families (TANF) .. - -

Not:ice 98-

SECTION I. PURPOSE 
Fa.' ... 1431 

This notice ~ddresses the federal income and employment tax 

consequences of payments received by individuals with respect to 

certain work activities performed in state programs under part A 

of title IV of the Social Security Act, as amended by the 

Personal Responsibility ana Work opportunity Reconciliation Act 

of 1996 (PRWORA), Pub. L. No. 104-193, 110 Stat. 2105 (AUgust 22, 

1996) (TANF payments). The notice sees forth certain condicions 

under which TANF payments are not irtcome, earned income, Or wages 

for federal income and emp~oyment tax purposes. The Treasury 

Department and the Interna1 Revenue Service intend to issue 

regulations chat will address the federal income and employment 

tax consequences of TlINP payments. The regulations generally 

will be effective retroactively co [INSERT DATE NOTICE IS 

RELEASED TO THE PUBLIC]. AS applied to the interim period 

between (INSERT DATE NOTICE Is RELEASED TO THE PUBLIC] and the 

date che regulat;!.ons are issued, the regulations will be 

consistent, with this notice. 
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SECTION 2, SCOPE 

This notice addresses only the treatment of TANF payments 

under certain income and employment tax provisions of the 

Internal Revenue Code. Because this notice is based on the 

"general welfare doctrine" (see section 4,01, below), wt~ch is 

, t h d ' , f f d 1 l' b'l' -t- ,.:5 hoi>'-'> un~que 0 t e eterm~nat~on a e era tax ~a 1 lty, aer 
J<l'ZS 1""'\ ,,~ml~ '. 

i~11eaajQR ~B ~R6e~QeQ regardjQg the treatment Or effect of TANF 

payments (or regarding whether an employment relationship exists) 

under any other provision of law, including the Fair Labor 

Standards Act and other federal and state employment laws. This 

notice does not reach a determination as to whether the recipient 

of TANF payments is a common law employee or is self-employed. 

For purposes of the analysis eet forth herein, however, it is 

assumed that the recipient of the TANF payments is a c 

employee. 

SECTION 3. BACKGROUND 

Congress reformed the welfare system through the enactment 

of PRWORA, which replaced Aid to Families with Dependent Children 

(AFDC) with Temporary Assistance for Needy Families (TANP) , AFDC 

required individuals to perform SOme work activities in order to 

continue to receive public assistance. TANF provides states with 

moxe f~exibility than they had under AFDC to determine basic 

eligibility rules and benefit amounts. TANP also requires that 

specified percentages of individual recipients engage in' work 

activities and imposes penalties on the staees for non-compliance 

with that requirement. 

I4J 002 
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For purposes of TANP, the term "work activities" is def!ned 

under § 407(d) of the Social Security Act, 42 U.S.C. § 60?(d), 

as; 

(1) unsubsidized employment; 

(2) subsidized private sector employment; 

(3) sUbsidized public sector employment; 

(4) work experience (including work associated with the 

refurbishing of publicly assisted housing) if sufficient private 

sector employment is no~ available; 

(5) on-the-job training; 

(6) job search and job readiness assistance; 

(7) community service programs; 

(8) vocational educational training (not to exceed 12 months 

with respect to any individual); 

(9) job skills training directly related to employment; 

(10) education directly related to employment, in the case 

of a recipient who has not received a high school d::i..ploma or a 

certificate of high school equivalency; 

(11) satisfactory attendance at secondary school or in a 

courlile of study leading to a, certificate of general equivalence, 

in the case of a recipient who has not completed secondary sehool 

or received such a certifi~a~e; and 

(13) the provision of child care services to aun indiVidual 

who is participa.ting in a community service program. 
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SECTION 4_ TREATMENT OF TANF PAYMENTS 

.O~ General AoalY5is. 

The federal income and employment tax consequences of TANF 

payments generally are determined under the following analysis_ 

Payments by a governmental unit to an individual under a 

legislatively provided social benefit program for the promotion 

of the g'lneral welfare that a~e not 08sically for .services 

rendered I are not includible in th~ individual's gross income and 
. \ 

are not wages for employment tax purposes, even if the individual 

is required to perform certain activities to remain eligible for 

the payments. See Rev. Rul_ 71-425, 1971-2 C.B. 76. Similarly. 

these payments are not earned income for Earned Income Tax Credit 

(Ere) purposes. If, however, taking into account all the facts 

and circumstances, payments by a gov~rnmental unit are basically 

compensation for services rendered, then the payments are 
J 

includible in the individual's graBS income and are wages for 
./ 

employment tax purposes. Similarly, such payments generally are --

earned income for EIC purposes. 

In add1cion, § 32{c) (2) (B) (v) of the Internal Revenue Code 

(as added by § 1085(c) of the Taxpayer Relief Act of 1997, pub. 

L. No. 105-34, 111 Stat. 788 (August 5,1997), and effective for 

taxable years beginning after December 31, 1997) provides that 

earned income for .EIC purposes does not include amounts received 

for. "service performed in work activities as defined in paragraph 

(4) or (7) of section 407{d) of the Social Security Act to which 

the taxpayer is assigned under any state program under part A of 
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title IV of such Act, but: only to the extent such amount ;i.15 

subsidi~ed under such State program." 

.02 Application of General Analysis to Certain ThNF Payments. 

Due to the flexibllity '!'ANF affords states to determine 

basic eligibility rules and benefit amounts. a TANF payment may 

be made both for the promot:ion of the general welfare and as 

compensation for services. In these cases. it is extremely 

difficult to charaeteri26 the basic purpose of the pa~ents. It 

is also not practically feasible to determine the re~ative 

proportion of the payment each purpose represents. 

In many of these cases, TANF payments are received in lieu 

of (and generally in amounts no ~eat:er than) payments the 

indiVidual formerly received or would have received ~der AFDC 

based upon the individual's personal and family subsistence 

requirements. In these cases. the primary measure of the amount 

received is the personal or family need of the individual 

reCipient rather than the value of any services performed. 

These cases typically share. and can be identif:led by. 

common characteristics. In cases where the following three 

conditions are satisfied, TANP' payments will not be i.ncludible in 

an individual's gross income. will not be earned income for EIe 

purposes, and will not be wages for employment tax purposes, 

(1) The only paymen~s received by the individual.. with 

respect to the work, activit:y are received directly from the 

state or local welfare agency (for this purpose, an entity 

with which a state or local welfare agency contracts to 
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administer the state TANF program on behalf of the state 

will be treated as the state or local welfare ~gency); 

(2) The determination of the individual's eligibility to 

receive any payment is based on need and the only payments 

received by the individual with respect to the work activity 

are funded entirely under a TANF program (including any 

payments with respect to qualified state expenditures (as 

defined in § 409(a) (7) (B) (i) (I) of the Social Security Act» 

and the Food Stamp Act of 1977; and 

(3) The size of the individual's payment is determined by 

the applicahle welfare law, and the number of hours the 

individual may engage in the work activity is limited by the 

size of the individual's payment (as determined by 

applicable welfare law) divided by the higher of the federal 

or state minimum wage. 

The federal income and employment tax treatment of TANF payments 

that do not satisfy each of these three conditions is determined 

under the general analysis described in section 4.01, above. 

REQUEST FOR COMMENTS 

The Treasury Department and the Service invite comments on 

this notice and on the future regulations. In particular, 

comments are requested on the three conditions set forth in 

section 4.02 of this notice. Written comments should be 

submitted by October 1, 1998. An original and eight copies of 

written comments should be sent to: 

Internal Revenue Service 
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Welfare Reform: Application of FICA to Workfare Jobs 

Summary of Draft Notice 

The draft notice establishes that payments that meet the following three-part test 
will not be subject to FICA taxes or the EITC: 

• The only payments the individual receives for the work activity come 
directly from the state or local welfare agency, or its contractor; 

• Payment is funded entirely by TANF and/or food stamps; and 
• Size of the payment is limited by welfare laws; and the number of 

hours is limited by the size of the payment divided by the minimum 
wage. 

The policy would be effective immediately. After considering public comments, the 
IRS would then issue a formal regulation. 

The notice is based on IRS's 1971 "general welfare" doctrine, summarized in the 
guidance as "Payments by a government unit to an individual under a legislatively 
provided social benefit program for the promotion of the general welfare that are 
not basically for services rendered are not includible in the individual's gross income 
and are not wages for employment tax purposes, even if the individual is required 
to perform certain activities to remain eligible for the payments." 

The guidance notes that "Due to the flexibility TANF affords states to determine 
basic eligibility rules and benefit amounts, a TANF payment may be made both for 
the promotion of the general welfare and as compensation for services. In these 
cases, it is extremely difficult to characterize the basic purpose of the payments. It 
is also not practically feasible to determine the relative proportion of the payment 
each purpose represents." The guidance then discusses how in many cases the 
TANF payments are received in lieu of payments a family would have received 
under AFDC and are based primarily on family need. It then establishes the three 
part test listed above for those payments that will not be considered wages for tax 
purposes. 

The ruling contains a disclaimer: "This notice does not determine the treatment or 
effect of TANF payments (or regarding whether an employment relationship exists) 
under any other provision of law, including the Fair Labor Standards Act." 

Letter from Gerry Shea 

The July 30th letter from Gerry Shea said "To the extent language has been added 
to address concerns regarding potential adverse implications of the Treasury ruling, 
we appreciate those efforts. At the same time, we do not believe this cures the 

Page 1JI 
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problem, because by issuing a directive applying the "general welfare doctrine" to 
TANF payments where recipients are clearly engaged in services, Treasury's 
approach still sends the message that TANF recipients engaged in work activities 
are not like other workers." 

Page 2JI 
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Ameri~ Federation of Labor and Congress of Industrial Organizations 

8'5 Sixteen1h Street. N.W. 
WastUngIon. o.c 20006 
(202) 637-&lOO 

Mr. Bruce Reed 
Advisor to the President for 

Domestic Policy 
The "White House 
1600 Pennsylvania Avenue, N.W. 
W~gb>n,D.C.20S00 

Dear B!llCe: 

EcIWard 10 HanIoy 
Morton BoIIt 
JoI>n J. 8o!ry 
Michael Sacco 
GIoriaT._ 
J. Randot>Il Baol>ilt 
Pal Friend 
SumiHmu 
l.GOo Lyncil 
Mult> S. Rodriguez 
AlltedK._ 
JohnM._ 
Oennis_ 

EXECU11VE COUNCIl 

RICHARD L. lRUI4KA 
SECRETAAV-'TREASuRER 

LINDA CHAVEZ-THOUPSON 
EXeCUTM" VICE PRESIDENT 

VIf1OeI1I fl. Somb.­
Robert A. Georg;no 
1.Ioa_ 
RonCaPoy 
Dcu!#a3 H. DoritY 
CIayoIa Brown 
MiOhael Good\Mn 
catrnllHaynes 
Do<lgJao J. McCarron _ A._ 
/omr"" L. S1sm -­BobbvL.....-. Sr. 

Gendd w. McEntee 
Gene~ 
RankHaniey 
ArIhur A. Coia 
GeoogsF._ 
M.A. .",..,. Fleming 
Joo L GI'eene 
Jomos L.>SaJa 
AL. 'MiI<e' Monroe 
RobertE.W _ 
Edwald L. Fire 
R Thomas Bu6eobaig&i 
SIuan Appoiboum 

John T. Joyce 
Jai t.Iazw 
JatnGsJ._ 
Frank Hurt 
Step/>en p. """'" 
C8roIyn Forrest 
Sonny Hall 
William I.uey 
Arthu, Moore 
Jak&West 
MaronJ._ 
E!oyd D. """'9 

July 30, 1998 

The AFL-CIO and the Clinton Administration share a keen interest in the fair treatment 
ofindividuaIs who are required to work as a condition of receiving Temporaty Assistance for 
Needy Families (T ANF)- The Administration has frequently stated its view, which we strongly 
share, that such individuals should be afforded the same status and protections as other workers, 
and should not be SUbjected to second-class status or inferior treatment. 

We understand that for several months, the Treasury Department and Internal Revenue 
Service have been working on a draft regulation to address the tax treatment ofT ANF payments 
for TANF recipients engaged in work activities. We believe that Treasury's proposed approach 
would relieve states and T ANF recipients of all tax liability (income tax, FUT A, and FICA) for 
TANF payments under the IRS's "general welfare doctrine." That doctrine has typically been 
applied in circumstances where individuals receive benefit payments and receive training but do 
not perfOllll services in exchange for their benefits. We are greatly concerned that applying the 
doctrine to TANF payments in circumstances where individuals are clearly performing services 
sends the message that these individuals are not "real workers," and jeopardizes their status as 
employees under labor and employment laws. Given its prior pronollnCements on the 
importance of employment protections for workfare participants, I am confident that the 
Administration shares this COncern. 

We have consistently taken the view, and have conveyed a detailed analysis supporting 
our view, that an approach utilizing existing "work relief' exemptions in the governing statutes is 
superior to the approach UIlder consideration by Treasury, because the "wod:. relieF approach 
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both meets the policy objectives of the Administration and the states without expanding IRS 
precedent and endangering employee status and related protections for T ANF wolken;. 

PAGE 

Earlier this week, we learned that Treasury had decided to proceed with iTS original 
"general welfare" approach, albeit with the addition oflanguage aimed at making clear that the 
ruling in no way was intended to have any effect on labor and employment laws. To the extent 
language has been added to address concerns regarding potential adverse implications of the 
Treasury ruling, we appreciate those efforTS. At the same time, we do not believe this cures the 
problem, because by issuing a directive applying the "general welfare doctrine" to TANF 
paymenTS where recipienTS are clearly engaged in services, Treasury's approach still sends the 
message that T ANF recipienTS engaged in work activities are not like other worken;. We believe 
such an approach would also constitute a significant expansion of the general welfare doctrine 
from current precedent 

We are greatly disappointed that the Administration appears to have decided to proceed 
down this path when a superior and less h.amJful approach is available to it, and we ask that the 
Administration reconsider its decision. If the Administration insists on following the "general 
welfare doctrine" course, it most ensure that it correctly applies, and does not expand, the 
doctrine. We ask that the Administration not publish any notice until we have an opportunity to 
discuss this matter. 

Thank you for your consideration. 

3/3 



Welfare Reform: Application of FICA to Workfare Jobs 

Summary of Draft Notice 

The draft notice establishes that payments that meet the following three-part test will not be 
subject to FICA taxes or the EITC: 

• The only payments the individual receives for the work activity come directly 
from the state or local welfare agency, or its contractor; 

• Payment is funded entirely by TANF and/or food stamps; and 
• Size of the payment is limited by welfare laws; and the number of hours is limited 

by the size of the payment divided by the minimum wage. 

The policy would be effective immediately. After considering public comments, the IRS would 
then issue a formal regulation. 

The notice is based on IRS's 1971 "general welfare" doctrine, summarized in the guidance as 
"Payments by a government unit to an individual under a legislatively provided social benefit 
program for the promotion of the general welfare that are not basically for services rendered are 
not includible in the individual's gross income and are not wages for employment tax purposes, 
even if the individual is required to perform certain activities to remain eligible for the 
payments. " 

The guidance notes that "Due to the flexibility TANF affords states to determine basic eligibility 
rules and benefit amounts, aT ANF payment may be made both for the promotion of the general 
welfare and as compensation for services. In these cases, it is extremely difficult to characterize 
the basic purpose of the payments. It is also not practically feasible to determine the relative 
proportion of the payment each purpose represents." The guidance then discusses how in many 
cases the TANF payments are received in lieu of payments a family would have received under 
AFDC and are based primarily on family need. It then establishes the three part test listed above 
for those payments that will not be considered wages for tax purposes. 

The ruling contains a disclaimer: "This notice does not determine the treatment or effect of 
T ANF payments (or regarding whether an employment relationship exists) under any other 
provision of law, including the Fair Labor Standards Act." 

Letter from Gerry Shea 

The July 30th letter from Gerry Shea said "To the extent language has been added to address 
concerns regarding potential adverse implications of the Treasury ruling, we appreciate those 
efforts. At the same time, we do not believe this cures the problem, because by issuing a 
directive applying the "general welfare doctrine" to T ANF payments where recipients are clearly 
engaged in services, Treasury's approach still sends the message that TANF recipients engaged 
in work activities are not like other workers." 
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Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: 
Subject: FICA 

Can you help us out here? 
---------------------- Forwarded by Mickey IbarraIWHO/EOP on 08/06198 07:03 PM ---------------------------

Fred Duval 08/06/9806:45:48 PM 

Record Type: Record 

To: Mickey IbarraIWHO/EOP 

cc: 
Subject: FICA 

In case it comes up, three Govs office have now called in to see if we have met our latest 
commitment of getting FICA done this week. It is apparent that we won't. 
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(==~)=====O~7~/~27m/9~8~O~7~:4~2~:5~7F= 
PM 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, William P. MarshaIlIWHO/EOP 

cc: Laura EmmettIWHO/EOP 
Subject: We have a new draft from Treasury 

It incorporates all the agreements we made with DOL, except that it modifies the "because" 
language to reflect the compromise Treasury worked out with the IRS. I will fax copies to Cynthia 
and Bill, and to Marvin Krislov as well. Not as bad as I feared a few hours ago, but DOL may still 
perceive as back-sliding off on Friday's deal. Bill, what do you think? 

Here's the compromise (most relevant language in italics): 

Language DOL loved that the IRS balked at: 
"Because this ruling is based on the general welfare doctrine and assumes that a recipient of 
payments is in a common law employment relationship, and because the considerations underlying 
the general welfare doctrine are unique to the determination of federal tax liability, no implication is 
intended as to the treatment or effect of such payments or as to whether an employment 
relationship exists under any other provision of law, including the FLSA and other federal and state 
employment laws." 

New compromise with IRS that we must vet with DOL: 
"Because this notice is based on the general welfare doctrine, which is unique to the determination 
of federal tax liability, no implication is intended regarding the treatment or effect of TANF 
payments (or regarding whether an employment relationship exists) under any other provision of 
law, including the Fair Labor Standards Act and other federal and state employment laws. This 
notice does not reach a determination as to whether the recipient of TANF payments is a common 
law employee or is self-employed. For purposes of the analysis set forth herein, however, it is 
assumed that the recipient of the TANF payments is a common law employee." 
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, 
Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: John PodestaIWHO/EOP, Fred OuVaIIWHO/EOP 
Subject: FICA 

We are about out of time on this issue. NGA opens tomorrow. Please give me status report ASAP. 
Thanks. 
---------------------- Forwarded by M~ckey IbarraIWHO/EOP on 07/31/98 09:05 AM ---------------------------

Fred Duval 07/30/98 10:01 :31 PM 

Record Type: Record 

To: Mickey IbarraIWHO/EOP 

cc: 
Subject: 

for Sr staff - still no closure on FICA 
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Record Type: Record 

07/27/98 02:59:28 
PM 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, William P. MarshaIlIWHO/EOP 

cc: Laura EmmettlWHO/EOP 
Subject: Possible bad news from Treasury 

We haven't gotten the new draft yet because the IRS is not happy with the new language that 
Treasury has put forth that DOL loves (saying that Treasury assumes there IS an employment 
relationship. (Tax policy has been simultaneously talking to the IRS and us.) Treasury will try hard 
to convince them, but this could be rotten if we can't even offer what we've already put on the 
table. And unfortunately Lubick mentioned this wonderful new language at the Arnold&Porter 
meeting today, so the unions know about it. 
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Diana Fortuna 

Record Type: Record 

07/29/98 10:54:11 
'M 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP, Cynthia A. Rice/OPO/EOP, William P. 
Marshall/WHO/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Conversation J just had with Marvin on FICA 

I just talked to Marvin Krislov to get a preview of where DOL is prior to this noon meeting. He said: 

• he can't speak for AFL. They were "ballistic" after Arnold&Porter/Treasury meeting Monday 
because Treasury represented this to them as a done deal, and also suggested more than they 
should have that the new draft was OK with DOL. 

• Notice still presents some risk; he's not sure how much this adds to the current risk, although 
he termed it "not overwhelming" 

• he said that Treasury has made efforts to reduce the risk. 
• he thinks it would be very helpful if the AFL could see the latest draft, to mend fences, see if 

they are comfortable or have suggestions. He said he spoke to Elena about this and she 
"seemed open" to the idea. 

Showing it to the AFL could get us into another round of back and forth, obviously. so that's a risk 
we should consider. 

Laura: please hand this to Elena . 
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POL Suggested Changes to Draft IRS Ryling 

1. Page 5, line 4, start the sentence: "In many of these cases, TANF payments .. _" 

This makes it clear that these are a subset of cases where the TANF payment is both 
promotion of general welfare and compensation for services where it is difficult to 
characterize the basic purpose. This is the basic thesis underlying the ruling. 

- 2. Modify the suggested phrase which Treasury wants to add (no. 1 on cover sheet) to 
read as follows:-

"Because this ruling is based on the general welfare doctrine and not on a 
determination as to whether the common law employment test is met. and 
because the considerations underlying the general welfare doctrine are unique to 
the determination of federal tax liability, no implication is intended as to the 
treatment or effect of such payments or as to whether an employment 
relationship exists under any other provision of law, including the FLSA and other 
federal and state employment laws." 

This change makes it much clearer that the general welfare doctrine is unique to tax 
law, and should strengthen the argument that it is not related to a determination of 
employment relationship which would impact on employment laws. 

3. Please note that it is our understanding that the handwritten changes on page 6 
have been incorporated in the ruling, to read as follOWS: 

"The size of the individual's payment is determined by the applicable federal and 
state welfare laws, and the number of hours the individual may engage in the 
work activity is limited by the size of the individual's payment (as determined by 
applicable federal and state welfare laws) divided by the federal or state 
minimum wage." 

!ill 002 
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1. Restore the language from the section entitled AwJication of Facts and Circumstances ... in 
(February 19 draft) that was deleted from Section 4.02 of the July 15 draft. The elimination of 
the language in the earlier draft is hugely problematic because it eliminates the 
acknowledgment that the T ANF payment can serve as both a payment to promote the general 
welfare and compensation for services. 

• In order for states to count the benefit check towards the MW when recipients work for 
the state, they must acknowledge that the check is compensation for wages owed. To the 
extent the IRS ruling characterizes the benefit as not for services rendered (or fails to 
acknowledge the dual pmpose), it may create a conflict for states that want to/need to 
expressly acknowledge they are compensation for FLA. purposes. 

Note that even if this language is restored, we should have an understanding with IRS 
that if a state raises a question about how it can be not wages for IRS and wages for 
FLA., this language constitutes an acknowledgment that it can have these different 
natures for different purposes ... and they will so respond if asked by any state. 

• In addition, the July 15 fonnulation makes it more difficult to make the case that a 
welfare recipient in work experience or community services is an employee and entitled 
to the minimum wage and other labor protections. 

2. Restore language from February draft to Section 4.01 so that the second sentence (top of page 
4) reads: 

" ... rendered are not indlucidble in the individual's gorss income and are not treated as 
wages for employment tax purposes ... II 

3. Restore language from February draft to Section 4.01 so that the fourth sentence (page 4, line 
4) reads: 

"Similarly, payments made other than as emplo.yee compensation or as earnings from 
self-emplpvment are not earned income. . ." 

4. Page 5. line 4, (Feb 19 draft) start the sentence: "In many of these cases, TANF payments .... " 

• This makes it clear that these are a subset of cases where the T ANF payment is both 
promotion of general welfare and compensation fur services where it is difficult to 
characterize the basic purpose. This is the basic thesis underlying the ruling. 

5. ModifY the suggested phrase which Treasury wants to add (no. I on cover sheet) to read as 
follows: 

f4I 002 
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"Because thjs mHng is based on the general welfare doctrine and not on a detennination 
as to whether the common law employment test is met. and because the considerations 
underlying the general welfare doctrine are unique to the detennination of federal tax 
liability, no implication is intended as to the treatment or effect of such payments or as to 
whether an employment relationship exists under any other provision of law, including 
the FLA. and other federal and state employment laws." 

• This change makes it much clearer that the general welfare doctrine is unique to tax law, and 
should strengthen the argument that it is not related to a detennination of employment 
relationShip which would impact on employment laws. 

6. Please note that it is our understanding that the handwritten changes on page 6 have been 
incorporated in the ruling, to read as follows: 

"The size of the individual's payment is determined by the applicable federal and state 
welfare laws, and the number of hours the individual may engage in the work activity is 
limited by the size of the individual's payment (as detennined by applicable federal and 
state welfare laws) divided by the federal or state minimum wage." +. Note that these comments and the commen:J:~e~ave provided to Treasury in the past reduce 

the risk that working welfare recipients will be eprived of employment protections to which 
they are entitled. There is still a risk to the F ~. -- and a far greater risk to other workplace laws 
like the Civil Rights Act, the ADA and the NLRA where courts expliCitly look at the tax 
treatment of "wageslpayments" in determining w-hether workers are covered by these laws. 

IaJ003 



Diana Fortuna 

Record Type: Record 

07/23/9804:13:26 
PM 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, William P. MarshalllWHO/EOP 

cc: Laura EmmettlWHO/EOP 
Subject: more from Treasury 

1. Re the language that DOL was so concerned that Treasury had dropped: Treasury dropped it 
because they thought DOL would like it better that way. I'm triple-checking this, but it appears 
they would be happy to add it back in if that's what DOL wants. 

2. Arnold & Porter is tentatively Monday morning at lOam, Don Lubick's office, room 1000 of 
main Treasury. Bill Marshall says he can attend. 



Diana Fortuna 

Record Type: Record 

07/24/9811 :08:31 
:"u1 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: from fred duval 

---------------------- Forwarded by Diana FortunalOPD/EOP on 07/24198 11 :13 AM ---------------------------

Fred Duval 07/24/98 10: 54:03 AM 

Record Type: Record 

To: Diana FortunalOPD/EOP 

cc: 
Subject: Re: what are you hearing ... 1m 

They have cut me some slack and will not do policy, BUT instead, will likely express their 
frustration orally at next Tuesdays press conf on welfare. 



Diana Fortuna 

Record Type: Record 

07/23/9812:48:48 
PM 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Latest from Treasury 

Don Lubick & co. just called. 

1. On Arnold & Porter, they say we should wait until Monday to have the meeting. They say the 
key A&P guy is in Europe, and that having the meeting tomorrow would be counterproductive .-- the 
unions would feel like they were doing an end run around their smartest guy on this issue whe n an 
extra day would allow him to be there and articulate their best arguments. I told them that, if our 
goal is to have this released Tuesday, a meeting on Monday would lessen the value of the mee1:ing 
because the unions would know that the meeting couldn't possibly have any influence on the 
notice. They, of course, didn't seem to mind that. 

This raises the question of whether we really want to or need to -- or can -- have this out on 
Tuesday, because of whatever Governors event is happening that day. Since the Marvin language 
controversy is not yet resolved, I'm not sure Tuesday is realistic from that angle anyway. 

What do you think? Should we absolutely insist on tomorrow, or tell them Monday is OK? 

2. They say they haven't circulated anything new to MarvinlDOL. Someone may have sent them a 
copy of the full notice, but they say it would have been the most recent version. 



Diana Fortuna 

Record Type: Record 

(~r)====~O~7~/~17~/~98~O~5~:~15~:~11~ 
PM 

To: Elena Kagan/OPO/EOP, Cynthia A. Rice/OPO/EOP, William P. MarshaIlIWHO/EOP 

cc: Laura EmmettIWHO/EOP 
Subject: conversation with Treasury 

Talisman said OK. He wasn't happy, in that he said they've already gone far beyond their usual 
process on this issue, but he agreed he'd call the A&P guy right now to set up a meeting, He said 
the client attended the meeting the other time they met with A&P, so he assumes they'd come 
now. (The other meeting was perhaps 6 months ago, before A&P wrote this paper, when they first 
laid out the alternative idea to Treasury.) He gave me the caveat that he doesn't want it to be a 
negotiating session. I told him that is not our goal, and I made it clear that we are in no way 
asking Treasury to reconsider its position, but that we would expect them to layout their reaction 
to A&P's arguments. I said we would attend not in a substantive role, but to observe and make 
sure everyone's clear on the purpose of the meeting. 

I told him we wanted the meeting Tuesday. 
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Items for Discussion on Draft IRS Ruling 

Attached is a one-page sununary of the draft IRS ruling with all the key language in it, as well as the 
full notice itself. We have two issues to discuss. 

I. Treasury is considering adding a phrase to the scope section (in bold below) to strengthen the 
ruling's statement that no implication is intended as to employment laws: 

Because the considerations underlying the general welfare doctrine are unique to the 
determination of federal tax liability, no implication is intended as to the treatment or effect of 
such payments or as to whether an employment relationship exists under any other provision oflaw, 
including the FLSA and other federal and state employment laws. 

2. More minor issue -- we need not discuss today: Treasury is considering adding the language in 
bold below to the 2nd criterion for the FICA exemption. Their goal is to address the concern that 
states might try to run state payrolls or other government programs through T ANF in order to get 
the FICA exemption. However, they are open to dropping this idea if we think it will create more 
trouble than it's worth. 

Criteria 2: The determination of the individual's eligibility to receive any payment is based on 
need, and the only payments received by the individual with respect to the work activity are funded 
entirely under aT ANF program ... and the Food Stamp Act. 

Iill 002 
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Summary of Draft IRS Ruling 

Purpose: Notice sets forth certain conditions under which T ANF payments will not be treated as 
income, earned income, or wages for federal income and employment tax purposes. IRS seeking 
comments on notice and will issue a regulation. 

Scope: Addresses only "treatment ofTANF payments under certain income and employment tax 
provisions of the Internal Revenue Code. No im.plication is intended as to the treatment or effect of 
such payments or as to whether an employment relationship exists under any other prOvision of law, 
including FLSA and other federal and state employment laws." 

Background: Describes TANF. 

Treatment of T ANF Payments - Iu General: This section summari~es a 1971 Treasmy ruling 
known as the general welfare doctrine: ''Disbursements by a governmental unit that are made to an 
individual undeT a legislatively provided social benefit program for the promotion of the general 
welfare, and that are not made basically for services rendered, are excludable from the individual's 
gross income and are not treated as wages for etnployment tax purposes, even if the recipient is 
required to perform certain activities to remain eligible for such payments.... If, however, taking 
into account all the facts and circumstances, such payments by a governmental unit are basically 
compensation for services rendered, then the payments are includible in the individuals' gross 
income and are treated as wages for employment tax purposes." 

Treatment oCTANF Payments - Application offacts and circumstances analysis to certain 
T ANF payments: " ... a T ANF payment may be made both for the promotion of the general welfare 
and as compensation for services. In these cases, it is extremely difficult to characterize the basic 
purpose of the payments. It is also not practicaJly feasible to determine the relative proportion each 
purpose represents of the payment. 

"In many cases, however, T ANF payments are received in lieu of (and generally in amounts no 
greater than) payments the individual foonerly received or would have received under AFDC based 
upon the individual's personal and family subsistence requirements. In these cases, the primary 
measure of the amount received is the personal or family need of the individual recipient rather than 
the value of any services performed. These cases typically share, and can be identified by, CODUnon 
characteristics. 

"Accordingly, in cases where the following 3 conditions are satisfied, TANF payments will not be" 
taxable: 

"1. The only payments received by the individual with respect to the work activity are received 
directly from the state or local welfare agency" (or a contractor that administers TANF). 

"2. The only payments received by the individual with respect to the work activity are funded 
entirely under a TANF program ... and the Food Stamp Act. 

"3, The size of the individual's payment [including food stamps] is determined by the applicable 
federal and state welfare laws, and the number of hours the individual may engage in the work 
activity is limited by the size of the individual's payment (as determined by applicable federal or 
state welfare law) divided by the federal or state minimum wage." 

141003 
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DRAFT ... 
Draft Date: 02/19/98 Control Number: RR-l09108-97 

Part III - Administrative, Procedural, and Miscellaneous 

Trea"menc of Certain Fayments Received as Temporary Assistance 
for Needy Families (TANF) 

Notice 98-

PURPOSE 

This notice addresses the federal income and employment tax 

consequences of payments received by individuals with respect to 

certain work activities performed in state programs under part A 

of title IV of the Social Security Act, as amended by the 

Personal Reeponsibility and Work Opportunity Reconciliation Act 

of 1996 (PRWORA), Pub. L. No. 104-193, 110 Stat. 2105 (August 22, 

1996) (T~ payments). The notice sets forth certain conditions 

under whi ch TANF payments will not be treated as incoll)e, earned 

income, or wages for federal income and e~ployment tax purposes, 

The Treasu.ry Department and the Internal Revenue Service intend 

to issue regulations thac will address the federal income and 

emplDymen~ tax consequences of TANF payment's. The regulations to 

be issued will be effective as of the date of this notice. 

Pending issuance of these regulations, the proviSions of this 

notice apply. 

SCOPE 

This notice addresses only the treatment of TANF payments 

under certain income and employment tax provisions of the 
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Internal Revenue Code. No implication is intended as to the 

creatm",nt or effect ot such payments or as to whether an 

@J005 _ 
P.03/08 

e~ployment relationship exists under~ny other provision 

incIUdin~he Fair Labor standards Act and other federal 

state employment laws~-Ud<T~~e~~~~ 

of law, 

and. 

BACKGROUND 
yv, 

Congress r~formed the welfare system through the enactment 

of PRWORA, ~hich replaced Aid to Families with Dependent Children 

{At PC) With Temporary Assistance for Needy Families. AFDC 

require~iPients to perform some work activities in order to 

" continue to receive public assistance. TANF provides states with 

more flexibility tban chey had under AFDC to determine bas1c 

eligibility rules and benefit amounts. TANF also requires that 

specified percentages of recipients engaged in work activities 

and imposes penalt~es on the states for non-compliance with that 

requirement. 

For purposes of TANF, the term "work activities" is defined. 

under §407(d) of the Social Security Act as: 

11) unsubsidized employment; 

(2) subsidizeQ private sector employment; 

(31 subsidizea public sector employment; 

(4) work experience (including work associated with the 

refu~bishing of pUblicly assisted housing) if sufficient private 

s~ctor employment is not available; 

(S) on-che-job training; 

(6) job search and job readiness assistance; 
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(7) community service programs; 

(8) vocational educa~ional craining (not to exceed 12 months 

with respect to any individual); 

(9) job skills training directly related to employment; 

(10) education directly related to employment, in the case 

of a recipient who has not received a high school diploma or a 

certificate of high school equivalency; 

(11l satisfactory attendance at secondary school or in a 

course of study leading to a certificate of general equivalence, 

,i"- the case of a. recipient who has not' completed secondary school 

or received such a certificate; and 

(12) the provision of child care services to an individual 

who is participating in a community service program. 

42 U.S.C. § 607(d). 

TREATMENT OF TANF PAYMENTS 

A, In General. 

Generally, the federal income and employment tax 

consequences of TANF payments are determined under the following 

analysis. 

Disbursements by a governmental unit that are made to an 

individual under a legislatively provided social benefit program 

for the promotion of the general welfare, and that are not made 

basically for services rendered, are excludable from the 

individual's gross income and are not treated as wages for 

employment Cax purposes, even if the recipient is required to 

perform certain actiyities to remain eligible for such payments. 
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Similarly, payments made other than as employee compensation or 

as earnings from self-employment are not earned income for Earned 

Income Tax Credit (EIe) purposes. If, however, taking into 

account all the facts and circumstances. such payments by a 

governmEntal unit are basically compensation for services 

rendered, then the payments are includible in the indiVidual's 

gross income and are treated as wages for employment tax 

purposes. Similarly, payments made as emp~oyee compensation or. 

as earnings from self-employment generally are treated as earned 

income for EIC purposes (but see Ii 32 (c) (2) (13) (v) of the' Internal 

Revenue Code, discussed below) . 

Section 3:2 (c) (:2) (B) (V) (as added by § lOBS (c) of the 

Taxpayer Relief Act of 1997, Pub. L. No. 105-34, III Stat. 788 

(August 5, 1997), and effective for taxable years beginning af~er 

December 31, 1997) provides that earned income for EIe purposes 

does not ~nclude amounts received for "service performed in work 

activities as defined in paragraph (4) or (7) of section 407(d) 

of the Social Security Act to which the taxpayer is assigned 

under any State program under part A of title IV of such Act, but 

only to the extent such amount is subsidized under such State 

program. " 

B. Application of fgcts and circumStances analysiS kg certajn 
TANF payments_ 

Due to the flexibility T~F affords states to determine 

basic eligibility rules and benefit amounts, a TANF payment may 

be made both for the promotion of the general welfare and as 

compensation for services. In these cases, it is extremely 
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difficul~ to characterize the basic pUrpose of the payments. It 

~s also not practically feasible ~o determine the relative 

propor~ion each purpose repr85en~s of the.payment. 

In many cases, however, TANF payments are received in lieu 

of land generally in amounts no greater than) paymen~s the 

individual formerly received or would have received under AFDC 

based upon ~he indiVidual's personal and family subsistence 

requirernen~s. In these cases, the primary measure of the amount 

received is the personal or family need of the individual 

recipienc rather than the value of any services performed. These 

caSes typically share, and can be identified by, common 

characteristics. 

Accordingly, in cases where the following three condit·ions 

are satisfied, TANF payments will not be includible in an 

individual's gross income, treated as earned income for EIe 

purposes, or treated as wages for employment tax purposes (the 

federal income and employment tax treatment of TANF payment that 

do not satisfy each of the following three conditions is 

determined under the general analysis described in paragraph (AI 

above) : 

(1) The only payments received by the individual with 

respect to the work activity are received directly from the staee 

or local welfare agency (for this purpose: an entity with which a 

state or local welfare agency contracts to administer the state 

TANp'program on behalf of the state will be treated as the state 

or local welfare agency); 
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(2) The only payments received by thi individual with 

respect 1:0 the work activity are funded JntirelY under a TANF 

program (including any paymen1:s with res4ect to qualified state 
~ I 
expenditures (as defined in § 409 (aJ (7) (13) (i) of the Social 

Securit Act» and the rood Stamp Act 91 1977 ; 11r1d. 1. £; 
S,'~,a~ If'lhV'!" pO-!? rl- tS' ctif- lJ::J1"ff!. tf'f!T+.F fAJI'/1/' 

(3) ~he numb~r of hours the inaivi ual may engage ~n the -e~ 

work activity is limited by the 9i2e of the individual's payment (' -

(as deeermined by applicable federal or stats welfare law) 

di vided by the federal or state minimum wage. 

EQUEST FOR COMMENTS 

The Treasury Department and the Service invite comments on 

this notice and on the fueure regulae ions . In particular, 

comments are requested on the three conditions set forth in the 

"Treatment of workfare Payments" section of this notice. Written 

comments should be submitted by April 1, 1998. An original and 

eight copies of written comments should be sent to: 

Internal Revenue Service 

Attn: CC:DOM:CORP:R 

Room 5229 (IT&.A:Br2) 

P.O. Box 7604 

Ben Franklin station 

Washington, DC 20044. 

or hand de~ivered between the hours of 8 a.m. and 5 p.m. to: 

Cour:!.er's Desk 

Internal Revenue Service 

Attn: CC:DOM:CORP:R (Notice 98-
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Room 522B (IT&A:Br2) 

1111 Constitution Avenue, NW 

Washington, D.C. 

DRAFT 

AlteJ;"natively, taxpayers may submit comments electronically via 

the Internet by selecting the "Tax Regs" option on the IRS Home 

Page, or by sUbmitting comments directly to,: 

http://www.irs.ustreas.gov/prod/tax_regs/comments.html (the IRS 

internet site). All comments will be available for public 

inspection and copying in. thefr entirety. 

FURTHER INFORMATION 

For further informat ion, contact Mr. Edwin B, Cleverdon at 

(202) 622-4920 regarding the income tax issues in this notice and 

Ms, Jean Casey at (202) 622-6060 regarding the EIe and employment 

tax issues in this notice (not toll-free calls) . 



Diana Fortuna 

Record Type: Record 

To: William P. MarshalllWHO/EOP 

07/16/98 11 :05: 12 
AM 

cc: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, Laura EmmettlWHO/EOP 
Subject: Treasury language on FICA/workfare for our review asap 

Treasury just gave me its edit on how to strengthen the FICA notice's caveat that the tax reasoning 
should not be imported into FLSA decisions. It doesn't seem overwhelmingly creative to me, but 
I'm not sure how picky to be at this point. Treasury is holding off on getting clearance on this from 
the IRS until we say we're comfortable, so we should act on this asap. I assume we will not 
share this with DOL until after the IRS signs off, because DOL should see it when it's ready to go 
out the door, but let me know if you disagree. 

On timing, Treasury says early next week, although not with 100% certainty. 

New language in bold: 
Because the considerations underlying the general welfare doctrine are unique to the 
determination of federal tax liability, no implication is intended as to the treatment or effect 
of such payments or as to whether an employment relationship exists under any other 
provision of law, including the FLSA and other federal and state employment laws. 
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Record Type: Record 

To: Diana FortunalOPD/EOP 

cc: Cecilia E. Rouse/OPD/EOP, Elena Kagan/OPD/EOP 
Subject: Re: any news on Michigan? ~ 

on Michigan -- the Secretary is keeping her own counsel on this one -- we've made suggestions 

since Bruce, Mickey, Fred, Elena all have said that FICA will be decided b/4 the governors meeting 
-- I just want to make sure that we are clear that unless there is language that is satisfactory to the 
Department of Labor and to our labor allies --- these are commitments we have made -- we are not 
going to be comfortable moving on this --- we just had a major process snafu today we don't need 
another one -- thanks 



I Karen Tramontano 07/15/98 Ii 
Record Type: Record 

To: Diana Fortuna/OPD/EOP 

cc: Cecilia E. Rouse/OPD/EOP 
Subject: Re: any news on Michigan? ~ 

actually i have to talk wi dol about whether the secretary talked wi engler --- i will try to do that 
tomorrow. kt 

where are we wI fica ----- i spoke wI bill marshall loda" and the laogllage had not be worked out 
wi treasury --- yet, folks keep saying this is going to happen. podesta is concerned about whether 
the doillabor are okay wi the caveats --
would you let me know what's the status, thanks 
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Record Type: Record 

To: Mickey IbarraIWHO/EOP, Elena Kagan/OPD/EOP 

ce: Diana Fortuna/OPD/EOP, Fred DuVaIIWHO/EOP 
Subject: NGA and FSLA 

Carper's office called and asked if NGA could have a heads-up before we announce our decision on 
FSLA, Will this happen this week? 



r::t=rrr' tt+~~ Mickey Ibarra 
~.' 07/15/98 04:30:33 PM , 
Record Type: Record 

To: William H. White Jr.IWHO/EOP 

cc: Elena Kagan/OPO/EOP, Diana FortunaIOPD/EOP, Fred DuVallWHO/EOP 
Subject: Re: NGA and FSLA ~ 

I sure hope it will happen this week! Bruce said tie was trying to get it done last week. The 
notification issue is senstive and we need to coordinate closely with Karen Tramentano for labor 
groups who have a stake in this as well. 



Diana Fortuna 

Record Type: Record 

To: Fred DuVal/WHO/EOP 

07/16/9803:33:19 
PM 

cc: See the distribution list at the bottom of this message 
bcc: 
Subject: FICA/workfare notice m1l 

Today Treasury is giving us the new language we asked for that is intended to address labor's 
issue, and we plan to discuss it with DOL tomorrow morning. Treasury has not yet cleared it with 
the IRS, but they anticipate that will take only a day or so. Treasury says they can be ready to go 
early next week. However, DOL's readiness is a separate question, and we hope we can resolve 
that at our meeting tomorrow. 

Fred Duval 07/16/98 11 :50:30 AM 

Fred Duval 07!1 6/98 11: 50:30 AM 

Record Type: Record 

To: Elena Kagan/OPD/EOP 

cc: See the distribution list at the bottom of this message 
Subject: 

I have a briefing tomorrow with the Demo Govs staff in preparation of NGA at the end of the 
month. Among the major questions will be FLSA. I am trying to convince them to help us kill an 
NGA statement critical of us on this. They won't settle for "its coming" Are we ready yet? 

Message Copied To: 

John Podesta/WHO/EOP 
Karen Tramontano/WHO/EOP 
Mickey Ibarra/WHO/EOP 
Diana Fortuna/OPD/EOP 
William H. White Jr./WHO/EOP 

Message Copied To: 

Elena Kagan/OPD/EOP 
Karen Tramontano/wHO/EOP 
Mickey Ibarra/WHO/EOP 
William H. White Jr./WHO/EOP 
Cynthia A. Rice/OPD/EOP 
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tt~ .. ·+·6t:,,~ Bruce N. Reed t .. ; """ 07/08/9809:25:55 AM , 
Record Type: Record 

To: Mickey Ibarra/WHO/EOP 

cc: Elena Kagan/OPD/EOP, Karen TramontanolWHO/EOP 
Subject: Re: FLSA ©:i 

We think Treasury can wrap this up next week. We'll keep on them and let you know if new 
problems emerge, 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Karen TramontanolWHO/EOP 
Subject: FLSA 

We need to wrap-up this issue up right away. Both NACo and NGA are on our case for delay. 
Please advise. Thanks. 
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Draft Talking Points for Unions: 

• We appreciate your work in helping Treasury evaluate all of the possible alternatives it 
has to answer this question. 

• However, we understand from Treasury officials that they have serious concerns about 
your alternative route to a FICA exemption. 

• Courts have a significant basis for determining that FLSA and other worker protections 
apply to those on workfare, including the underlying FLSA law and the May 1997 DOL 
guidance on workfare. They are very unlikely to tum to a tax ruling as a basis for their 
decisions. 

• We continue to believe that this FICA exemption will help our long-term efforts to ensure 
that workfare participants retain the essential labor protections we have worked so hard to 
secure for them. 

• A ruling should be issued as soon as possible. We should not allow a continued delay to 
give the Congressional majority another opportunity to try to roll back worker 
protections. 

• The FICA exemption is also fair in light of Congress's decision that those on workfare 
are not eligible for the EITC. 

• Treasury's ruling, while effective immediately, would be subject to a public comment 
process, and followed by a regulation that will consider comments received. 

• We remain committed to' enforcing the application of the FLSA and other worker 
protection laws to those on workfare. For example, in the current dispute in California, 
DOL has been vigilant in informing state officials and the public that the state's 
interpretation of the law is erroneous. 
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Issue: Should Treasury proceed with its draft ruling that workfare participants are not subject to 
income and employment taxes? 

Summary of Draft Ruling: 
• 3-part test for whether workfare is subject to taxes: 

• The only payments the individual receives for the work activity come directly 
from the state or local welfare agency, or its contractor. 

• Payment is funded entirely by TANF and/or food stamps. 
• Size of the payment is limited by welfare laws; and the number of hours is limited 

by the size of the payment divided by the minimum wage. 

• Ruling is based in part on IRS's 1971 "general welfare" doctrine, which states that 
"disbursements by a government to an individual under a legislatively provided social 
benefit program for the promotion of the general welfare, and that are not made basically 
for services rendered" are not subject to income or employment taxes. 

Ruling states that a T ANF payment may be made both for the promotion of the general 
welfare and as compensation for services, and it is not practically feasible to determine 
the relative proportion of each purpose. Therefore, it carves out the 3-part exception 
above for cases where the primary measure of the amount received is the state's welfare 
grant rather than the value of services performed. 

• Ruling has disclaimer: "No implication is intended as to ... whether an employment 
relationship exists under any other provision of law, including FLSA." 

Concern by UnionslDOL: 
• Risk that courts, in determining whether FLSA really applies to workfare position, will 

import logic of tax ruling that work is not really or entirely compensation for services. 

• Unions believe that Treasury has a viable alternative: a 1950 Social Security law says that 
people employed by states who are "employed to relieve [them] from unemployment" are 
not covered by FICA. 

Response by Treasury: 
• Risk that courts will use this ruling to rule that workfare participants are not subject to 

employment laws appears small to non-existent. Examples given by unions are not 
convmcmg. 

• The unions' alternative is not promising. The scope of employment it would cover is not 
clear (e.g., may not be limited to workfare). Also, it does not deal with income taxes. 
Fuller evaluation of unions' alternative would take many months. 



Issue: Should Treasury proceed with its draft ruling that workfare participants are not subj ect to 
income and employment taxes? 

Summary of Draft Ruling: 
• 3-part test for whether workfare is subject to taxes: 

• The only payments the individual receives for the work activity come directly 
from the state or local welfare agency, or its contractor. 

• Payment is funded entirely by T ANF and/or food stamps. 
• Size of the payment is limited by welfare laws; and the number of hours is limited 

by the size of the payment divided by the minimum wage. 

• Ruling is based in part on IRS's 1971 "general welfare" doctrine, which states that 
"disbursements by a government to an individual under a legislatively provided social 
benefit program for the promotion of the general welfare, and that are not made basically 
for services rendered" are not subject to income or employment taxes. 

• 

Ruling states that a TANF payment may be made both for the promotion of the general 
welfare and as compensation for services, and it is not practically feasible to determine 
the relative proportion of each purpose. Therefore, it carves out the 3-part exception 
above for cases where the primary measure of the amount received is the state's welfare 
grant rather than the value of services performed. 

Ruling has disclaimer: "No implication is intended as to ... whether an employment T1-.<J . h-.... _ 
]

1 ..... < - .Jl., 

relationship exists under any other provision of law, including FLSA." "- ~ r '1 
~\,..&~<.-'­

Concern by UnionslDOL: 
• Risk that courts, in determining whether FLSA really applies to workfare position, will 

import logic of tax ruling that work is not really or entirely compensation for services. 

• Unions believe that Treasury has a viable alternative: a 1950 Social Security law says that 
people employed by states who are "employed to relieve [them] from unemployment" are 
not covered by FICA. 

Response by Treasury: 
• Risk that courts will use this ruling to rule that workfare participants are not subject to 

employment laws appears small to non-existent. Examples given by unions are not 
convmcmg. 

• The unions' alternative is not promising. The scope of employment it would cover is not 
clear (e.g., may not be limited to workfare). Also, it does not deal with income taxes. 
Fuller evaluation of unions' alternative would take many months. 



Record Type: Record 

To: Bruce N. Reed/OPO/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Re: FICA/workfare ruling lli!] 

I agree. I do need some hel w/ a strategy/spin w/labor. M understanding is that treasury's 
believes its decision will exempt workfare w/o im actin flsa. Our DOL folks dis.agree w t at 
ana YSIS w IC I n 0 e reasons why labor movement folks are concerned. aid, 
timlhg our disclosure is CritICal m thOUghts on hOW to proceed would be helpful. 

Message Copied To: 

Oiana Fortuna/OPO/EOP 
Fred OuVal/WHO/EOP 
Elena Kagan/OPO/EOP 
Cynthia A. Rice/OPO/EOP 
Fred OuVal/WHO/EOP 



Diana Fortuna 

Record Type: Record 

06/02/9809:37:33 
AM 

To: Fred DuVaIIWHO/EOP, Karen TramontanolWHO/EOP 

cc: Bruce N, Reed/OPD/EOP, Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP 
Subject: FICA/workfare ruling 

Here is the latest from Treasury on their draft ruling on FICA taxation of workfare. On behalf of the 
unions, Arnold and Porter sent them a paper with legal arguments against their draft ruling. 
Treasury IS still scrutinizing that paper. I heir preliminary reaction is that it will not persuade them 
to change their position -- i.e., they expect that, after finishing melr analYSIS, melr view will be that 
theirtlfaft notice exempting workfare from FICA taxes is the best way to go. Completing this 
analYSIS IS not rreasury's top priority at this point, but my sense IS that they could finish their work 
quickly (1-2 weeks) if we told them it was a top priority and we were ready to move. 



Fred Duval 06/02/98 10: 18:25 AM 

Record Type: Record 

To: Diana Fortuna/OPO/EOP 

cc: See the distribution list· at the bottom of this message 
Subject: Re: FICA/workfare ruling IThJ 

We have to make this a priority. You'll all recall that it was on the verge of announcement a year 
ago when the Govs made it a major pnonty, and then a am 6 months a 0 when the Game to 
DC.' s you now, have been telling Chile, Carper and others to hold off calls to Bruce and others 
because the decision was comin . Bruce f the same 6 weeks ago. I think we all 
ha a 0 0 ere ibility at stake in getting this done. 

Message Copied To: 

Fred OuVaIIWHO/EOP 
Karen TramontanolWHO/EOP 
8ruce N. Reed/OPO/EOP 
Elena Kagan/OPO/EOP 
Cynthia A. Rice/OPO/EOP 
Mickey Ibarra/WHO/EOP 
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t:t'''I''~><>. Bruce N. Reed f'''" <"~~ 06/02/9801 :28:53 PM 
, 
Record Type: Record 

To: Diana Fortuna/OPO/EOP 

cc: Fred OuVaIIWHO/EOP, Karen TramontanoIWHO/EOP, Elena Kagan/OPO/EOP, Cynthia A. 
Rice/OPO/EOP 

Subject: Re: FICA/workfare ruling ~ 

I agree with Fred. Let's tell Treasury it's a high priority, and get this over with before the NGA 

meeting Aug 1-4. 



Diana Fortuna 

Record Type: Record 

05112/98 12:52:56 
PM 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Chiles wants to talk to Podesta on FICA; see attached 

(Maybe that wouldn't be the worst thing in the world,) 
---------------.------ Forwarded by Diana Fortuna/OPO/EOP on 05/12/98 12:54 PM ------.--------------------

Fred Duval 05112/9812:47:53 PM 

Record Type: Record 

To: John Podesta/WHO/EOP 

cc: See the distribution list at the bottom of this message 
Subject: 

Gov Chiles will be in DC tomorrow and is looking to set up a call with you to discuss the 
anticipated FICA ruling, I have been attempting to convince him that a decision is forthcoming and 
a call is not necessary, He has not accepted this response and is seeking a more firm and higher 
level guarantee, 

Message Copied To: 

Karen Tramontano/WHO/EOP 
Diana Fortuna/OPD/EOP 
Mickey Ibarra/WHO/EOP 
Bruce N, Reed/OPD/EOP 
Emory L. Mayfield/WHO/EOP 



Diana Fortuna 

Record Type: Record 

04/20/98 01 :05: 12 
PM 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: Cynthia A. Rice/OPO/EOP, Laura EmmettIWHO/EOP 
Subject: A reminder on your conversation with Podesta on FICA/workfare 

Just a reminder: I know you're planning to speak to Podesta on the timing of the FICA/workfare 
notice. This Friday, the Exec Comm of NGA is meeting (I believe you're meeting with Democratic 
Governors that day as well). Charlie Salem of Gov. Chiles office has suggested that Chiles may 
find it difficult not to raise this at the NGA meeting this Friday, so we should deal wtih this soon. 

---------------------- Forwarded by Diana Fortuna/OPDJEOP on 04/20198 01 ;04 PM ---------------------------

Diana Fortuna 

Record Type: Record 

04/09/98 11 :05:26 
AM 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP, Cynthia A. Rice/OPO/EOP 

cc: Laura EmmettIWHO/EOP 
Subject: FICA/workfare 

Charlie Salem of Gov. Chiles' office says Chiles is itching to start banging the drum again on the 
FICA/workfare notice issue with his fellow Governors. He has been holding back after we quietly 
consulted just him and Carper on the specifics of the notice right before the Feb. NGA meeting. 
But there is an NGA executive committee meeting in DC on April 24 (where they will focus mostly 
on tobacco), and Charlie says it may find its way onto the agenda by then. So perhaps that gives 
us a deadline in pushing Podesta. 

(By the way, Treasur says their desir 
Sweney. Rubin wants to be briefe 
be in ormational and woP't allB' IRBi' position.) 

is n t affected b Rubin's chat w'th 
is certain that t t 



Diana Fortuna 

Record Type: Record 

04/23/9807:26:42 
12M 

To: Elena Kagan/OPD/EOP, Laura EmmettIWHO/EOP, Cynthia A. Rice/OPD/EOP 

cc: 
Subject: Fred DuVal sent attached email on FICA/workfare to Bruce, Podesta, etc. fyi 

------------.--------. Forwarded by Oiana Fortuna/OPD/EOP on 04/23198 07:28 PM --------------.----------.-

~ 

of) 11 11 - , -
Record Type: Record 

To: Diana Fortuna/OPD/EOP 

cc: 
Subject: FYI 

----.-------.--------. Forwarded by William H. White Jr./WHO/EOP on 04/23/98 07:27 PM ---------------------------

Fred Duval 04/23/98 06:32:22 PM 

Record Type: Record 

To: Mickey IbarraIWHO/EOP, John Podesta/WHO/EOP, Bruce N. Reed/OPD/EOP 

cc: William H. White Jr./WHO/EOP, Emory L. MayfieldIWHO/EOP, Suzanne DaleIWHO/EOP 
Subject: 

Governor Carper's office just indicated that the issue of FLSA - and the Treasury ruling on whether 
TANF payments will be treated as income for federal income and employment purposes - may be 
brought up at tomorrow's Governors meeting. You will recall that the Governor's have been 
pressing Treasury for this ruling since last summers NGA meeting in Las Vegas, and the rulin was 
pOised or announcemen e e Qvernors inter meeting here in Washington but was 
postponed at Governor Carper's request because he wanted to avoid that controversy with the 
GOvernors here. Two months later, they are eager for it to come out and will ask about I 



{] Cynthia A. Rice 04/22/9801 :00:40 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

cc: Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP 
Subject: Bruce--you should know Dem Govrs may raise FICA 

on Friday, either in front of Podesta or privately with you. I think you should talk to Podesta before 
then so he's not caught unawares. We could use this a way to dislodge this ruling. 



Diana Fortuna 

Record Type: Record 

04/23/98 07:26:42 
PM 

To: Elena Kagan/OPO/EOP, Laura Emmett/WHO/EOP, Cynthia A. Rice/OPO/EOP 

cc: 
Subject: Fred DuVal sent attached email on FICA/workfare to Bruce, Podesta, etc. fyi 

---------------------- Forwarded by Diana Fortuna/OPD/EOP on 04/23198 07:28 PM ---------------------------

z 
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Record Type: Record 

To: Diana Fortuna/OPO/EOP 

cc: 
Subject: FYI 

---------------------- Forwarded by William H. White Jr.IWHO/EOP on 04123198 07:27 PM ---------------------------

Fred Duval 04/23/9806:32:22 PM 

Record Type: Record 

To: Mickey Ibarra/WHO/EOP, John Podesta/WHO/EOP, Bruce N. Reed/OPO/EOP 

cc: William H. White Jr.lWHO/EOP, Emory L. Mayfield/WHO/EOP, Suzanne Oale/WHO/EOP 
Subject: 

Governor Carper's office just indicated that the issue of FLSA - and the Treasury ruling on whether 
TANF payments will be treated as income for federal income and employment purposes - may be 
brought up at tomorrow's Governors meeting. You will recall that the Governor's have been 
pressing Treasury for this ruling since last summers NGA meeting in Las Vegas, and the ruling was 
poised for announcement before the Governors Winter meeting here in Washington but was 
postponed at Governor Carper's request because he wanted to avoid that controversy with the 
Governors here. Two months later, they are eager for it to come out and will ask about its status. 



Diana Fortuna 

Record Type: Record 

04/14/98 11 :35:55 
'M 

To: See the distribution list at the bottom of this message 

cc: Andrea Kane/OPD/EOP, Larry R. Matlack/OMB/EOP, Robert N. Weiner/WHO/EOP, Suzanne 
Dale/WHO/EOP 

Subject: New York workfare situation similar to California's 

Seth Harris tells me that a situation similar to the one in California has sprung up in New York, on 
compliance with FLSA/minimum wage for workfare slots. DOL hears that the state is planning to 
issue guidance that would say FLSA doesn't apply to workfare. So the Ian to reach out as they 
did in California Irst ca Ing the state wit a genera a er of technical assistance followed b a 
I tter. Once the officially see the draft uidance that is roblematic the Ian t 
t at they got it wrong. Seth notes the examples in the workfare series in the NYTimes that 
indicate people aren't gettin minimum wage. I assume we concur with their course of action. 
This could get Ig, since the ci nln suc a ar e war are ro ram for both T ANF 
an general assistance. 

Message Sent To: 

Elena Kagan/OPD/EOP 
Cynthia A. RicelOPP/EOP 
Karen Tramontano/WHO/EOP 
Barbara ChowlOMB/EOP 
Emil E. Parker/OPD/EOP 



Diana Fortuna 

Record Type: Record 

C) 04/03/9805:11 :45 
I'M 

To: Elena Kagan/OPO/EOP, Cynthia A. Rice/OPO/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: FICA/workfare notice: Rubin and Herman happened to have a meeting today ... 

with John Sweeney of the AFL on steel, and apparently Sweeney cornered Rubin after the meeting 
on FICA/workfare. I don't know how Rubin responded, but Karl Scholz had given Rubin talking 
points on this based on my alert to him. I will follow up and get a better sense of what happened. 

I doubt DOL will give this a green light unless they get the word that people here want it to go, so I 
think it still rests with Podesta. 



Diana Fortuna 

Record Type: Record 

(J 03/30/9801 :58:09 
PM 

To: See the distribution list at the bottom of this message 

cc: Andrea Kane/OPD/EOP, Larry R. Matlack/OMS/EOP, Robert N. WeinerIWHO/EOP 
Subject: Update from DOL on California guidance on FLSA doesn't apply to workfare 

Seth Harris asked me to update you on California's draft guidance saying workfare jobs aren't 
subject to FLSA. DOL has just been formally asked for an oPlDjoo po the draft by the 
assemblywoman who chairS a state-wide welfare advisory council, in preparation for a meeting 
tomorrow. DOL will send a letter today saying the guidance is inconsistent with the law and asking 
more questions. This mayor may not give the assemblywoman and her allies ammo to stop it. 

DOL is still not sure if this is the Governor's or the welfare department's initiative. 

---------------------- Forwarded by Diana FortunalOPD/EOP on 03/30198 01 :52 PM -----------.--.------------

Diana Fortuna 

Record Type: Record 

03/25/9801 :42:19 
Pr1 

To: See the distribution list at the bottom of this message 

cc: Andrea Kane/OPD/EOP, Larry R. Matlack/OMS/EOP, Robert N. WeinerIWHO/EOP 
Subject: Action by California on FLSA and workfare 

Seth Harris says DOL hears from reliable sources that California plans to send guidance to welfare 
directors next week that people in work experience are not covered by FLSA. Here's DOL's plan 
to deal with it. 

1. DOL will call the state now, saying in a neutral way that they hear guidance is being prepared, 
and offer to help in their interpretation, with a followup letter saying the same thing. 

2. Then they expect to get within a few days a formal request from a Democratic state legislator 
asking for a formal opinion on the guidance. DOL will respond to that by saying the guidance 
appears to be inconsistent with DOL's guidance, that the state is wrong to make categorical 
judgments about the status of work experience participants, but that they need to learn more. 

3. If this doesn't stop the state from issuing the guidance, advocates will find a plaintiff and bring 
suit in federal court. (An alternative would be for the advocates to ask DOL's Wage and Hour 
Division to take enforcement action, but Seth thinks they'll bring suit.) If that happens, DOL would 
then like to file an amicus brief in the case. That won't happen for a few weeks at the earliest. 

Let me know if you have a concern about DOL's plan of action or would like to discuss further. 

Message Sent To: 



Diana Fortuna 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

() 04/06/98 12:02:25 
PH 

cc: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, Andrea Kane/OPD/EOP 
Subject: Bruce, I will call Carper's people back on FICA/workfare. Also, see the attached. 

I am trying to make sure this has not altered Treasury's position -- I doubt it has. 

Finally, Chiles' people are calling me on this as well. Chiles is in DC tomorrow and is supposedly 
getting very anxious about this. 

---------------------- Forwarded by Diana Fortuna/OPD/EOP on 04/06198 10:29 AM ---------------------------

Diana Fortuna 

Record Type: Record 

04/03/98 05: 11 :45 
PH 

To: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP 

cc: Laura EmmetliWHO/EOP 
Subject: FICA/workfare notice: Rubin and Herman happened to have a meeting today .. , 

with John Sweeney of the AFL on steel, and apparently Sweeney cornered Rubin after the meeting 
on FICA/workfare. don't k . Karl Sc Iz had given Rubin talking 
po~ts on this based on my alert to him. I will follow up and get a better sense of what appened. 

I doubt DOL will give this a green light unless they get the word that people here want it to go, so I 
think it still rests with Podesta. 



Diana Fortuna 

Record Type: Record 

04/03/98 12:02:43 
PM 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP, Cynthia A. Rice/OPO/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Tramantano on FICA/workfare notice 

Karen says she called DOL at Podesta's request a few days ago to see if they were comfortable 
with the notice. Kitty Hi ins asked for one last chance to talk to Treasury, probabl Larry 
Summers bl to talk him out of it, though I don't now I ummers is familiar with the 
issue). That ma have ha ened alread . I'm tr In to In out. I have alert Karl Scholz at 

reasury. 



Exempting Workfare Positions from FICA Taxes 

Question: Is it true that the Treasury Department and Internal Revenue Service are about to 
undermine our hard-won labor protections for welfare recipients by ruling that workfare 
payments are not subject to FICA and unemployment taxes? 

Answer: 

Background 

As you know, the Administration has been steadfast in its position that worker 
protection laws, such as the Fair Labor Standards Act, should apply to workfare 
participants in the same way they apply to other workers, and that no one doing real 
work should be paid a subminimum wage. We fought hard with you and succeeded in 
stopping Republican efforts on the Hill to roll back these protections. We repeatedly 
told states that paying working welfare recipients the minimum wage and giving them 
other worker protections will promote, not undermine, the goals of welfare reform, 
because it will give them the ability to support their families and break the cycle of 
dependency. 

In last year's legislative debate, we did go on record in favor of a narrow legislative fix 
exempting workfare participants from FICA and FUT A. We did so because we believe 
that removing the tax issues from the debate will make it more likely, not less likely, 
that we will prevail in our efforts to preserve worker protections, including the minimum 
wage, for those in workfare programs. 

As you know, the Treasury Department and the Internal Revenue Service have been 
working for months on an administrative ruling that would resolve the question of how, 
under current law, FICA and RUTA apply to welfare recipients in workfare programs. 
They hope to have an answer to this question shortly. I understand that they are 
carefully limiting their ruling to this tax question, and will make clear that any ruling 
they issue has no effect on non-tax issues such as application of worker protection laws. 

Labor Protections: A key question for labor and states is whether workfare participants have 
protections under labor laws such as the Fair Labor Standards Act (including payment of the minimum 
wage), worker safety laws, anti-discrimination laws, and collective bargaining rights. The labor 
movement believes strongly that workfare participants should have all these protections, while 
Governors have resisted them to varying degrees because they make workfare programs more expensive 
and complex to manage. (Most Governors have conceded that it is fair to pay the minimum wage and 
offer safety protections.) 

The Administration has agreed with organized labor on this issue except for the tax question described 
below. Department of Labor guidance issued last May clarified that most workfare participants are 
"employees" and entitled to most worker protections. Last fall, Congressional Republicans vowed to 
reverse this guidance but failed to do so because of dissension in their caucus over how far to go. 

Tax Issue: A related issue is whether workfare jobs should be subject to FICA and unemployment 
taxes. Governors -- especially key Democratic Governors such as Carper and Chiles -- have been 
vehement in opposition to applying these taxes to workfare participants. 

Within a few weeks, the IRS expects to issue a notice that clarifies that these jobs are exempt from taxes 
under current law. The notice says that workfare jobs are distinct from other jobs because the payment 
is determined more by state welfare policy and family need than the value of services performed. The 
unions are aware of this notice, and oppose it on the grounds that states might try to use its logic in 
court to argue against the application oflabor protections to workfare participants. Our position is that 
taking this action will remove the momentum from Congressional efforts to weaken labor protections, 
while not putting labor protections at any significant risk. 
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