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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EQOP, Cynthia A, Rice/OPD/ECP

ce:
Subject: Tradeable Work Opportunity Tax Credits

Here's the premise, and here's the idea

Premises:

1. Businessniess don't actually hire people because of the tax credit. Its useless. When | talked to
them, it generally seemed like they would hire the person and then claim the c¢redit. The credit was
never the deciding factor. If the person couldn't do the job, a tax credit wouldn't make them a
desirable employeﬂ\

2. The market for intermediaries (the companeis doing the training and placement) is biased away
from training people on public assistance. The return is low, the risks are higher-- they have less
work experience and may be meore difficult to place with employers. '

Idea: Make the tax credit tradeable. A business could give the money to the intermediary after 6
months if the employee was still there. This increases the incentive for intermediaries to train
people on public assistance, increases the number of folks getting trained, and uses federal dollars
more wisely. A tax credit which is currently a reward for something companies were doing anyhow
becomes a way of increasing the number of employable people. Besides, the companies could
always keep the tax credit if they want. This really helps smaller businesses that wouldn't have
time to train someone, but wouldn't mind hiring someone off weifare.

Paul and Mary and | had a meeting with some {not too knowledgable) folks pushing the idea.
Whatcha think?
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Record Type: Record

To: Thomas L. Freedman/OPD/EQP

cc: Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EQP
Subject: Re: Tradeable Work Opportunity Tax Credits ]11

i like the concept. What would the business get in return for trading away the credit?
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Record Type: Record

To: Bruce N. Reed/OPD/EQP, Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP, Mary L. Smith/OPD/EOP

cc:
Subject: Re: Tradeable Work Opportunity Tax Credits il",

You asked what the business would get for trading the credit to the intermediary: Essentially, it
would give the hiring business the ability to increase the amount it would pay the intermediary for
the finding and training of the new employee. If Company A would have been willing to hire WTW
employee Ralph who had been through Intermediary B's training and placement but would have
paid B only $2,000, this would supplement the amount A would be able to pay B, making it more
likely B would take a chance on Ralph in the first place because B can get more $'s from A,
Company A would pay B only after Ralph has stayed at Company A for 6 months.

It encourages intermediaries to train WTW employees. An economist would say except for
lowering the transaction costs, this probably has no different effect than the employer tax credit,
but I bet in the real world intermediaries would figure out the paperwork and be more efficient at
using this tax credit.



often benefit from the relationships with
managers and co-workers. “The fast-food
mdusn'y is one of the few employers that
stay in urban areas,” says Bryna Shore
Fraser, deputy director of the National
Institute for Work and Learning, New-

man agrees fast-food managers often .

make good role models. “In some neigh-
‘borhoods, kids don’t know a lawyer or a
" doctor,” says Newman, “but they could
know a manager at McDonaId's." ’

 Walker, 47, neféxstohls573 employees'f -

as"myduldren. Most of them, even

those in their 30s and 40s, call him *Dad-,

dy” Many have little contact with their

own fathers. An imposing, broad-shoul--

dered man, Walker visits his 10 stores
daily and often probes the lives of the em-
ployees, asking questions like: “How are
your grades? What kind of friends are
you hanging out with? Whyareyouwear—
ing shoeslike that?” .~ . ‘

“Ghoston, the manager talks of the time
_ghe blew her savings at a riverboat casino. -

At one of Walker's franch:sa, Iawan .

“Walker gave her an advance to turn het*

. electricity back on—but not before gethng
her to design a savings plan,

Stripping off uniforms. It's important not -

to overromanticize fast-food jobs, though. |
The wages are nft- at or near the $4 75 ,
minimum wage, which may not he
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THE WHITE HOUSE
WASHINGTON

TO: Linda Hall / Bob Berger
Los Angeles Times
213-237-7930

FROM: Bruce Reed
Assistant to the President for Domestic Policy
202-456-6515

Ron Brownstein suggested that I send you the attached op-ed on the welfare
reform law the President signed a year ago this week.

Thanks for taking a look. Let me know if you're interested.

cC:
Rahm Emanuel

ena Kagan
Cynthia Rice
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A Good Start for Welfare Reform
by Bruce Reed

8/18/97

900 words )

tel. 202-456-6515

Perhaps nothing in the Clinton Presidency has prompted more division and debate than

the new welfare law the President signed a year ago this week. Three Administration staffers
resigned in protest; one sold the Atlantic Monthly a cover story on “The Worst Thing Bill
Chinton Has Done.” Cne national columnist wrote that giving the President a second term to

restore the bill’s cuts in immigrant benefits was like giving Jack the Ripper a scholarship to

medical school.

A year later, welfare recipients are faring a lot better under the new law than welfare
reform critics. A strong economy and aggressive state efforts to move people from welfare to
work have helped produce a record drop in welfare caseloads. The percentage of Americans on
welfare is the smallest since 1970. This month, the President signed a balanced budget law that

restores $11.5 billion in immigrant benefits, as promised.

The conventional wisdom in elite circles has long been that signing the welfare bill was a
cynical, heartless, pol'l-driven decision. The new law’s early success suggests another

possibility: that the President did the right thing, for the right reason.



When he signed the welfare law, President Clinton made two predictions that almost no
one believed at the time. First, he said the immigrant benefits could be paid for with smaller tax
cuts. Asked how he could get that through a Republican Congress, the President said, “It all
depends on your priorities.” A year later, that’s exactly what happened: the President threatened
to veto the entire budget agreement if it didn’t do right by immigrants, and the same Republicans
who had imposed the cuts found the money to fix them -- helping 350,000 elderly and disabled

immigrants to be treated fairly.

Before the budget agreement, it was a close call whether the good in the welfare bill
outweighed the harm from the immigrant cuts. Now, the budget has not only restored immigrant
benefits, it provides work slots so hundreds of thousands of childless adults can now keep their
food stamps, tax credits for busin-esses that hire people off welfare, and $3 billion to make sure

long-term welfare recipients in depressed areas have jobs to go to.

The President’s other prediction last August, also widely dismissed at the time, was that
stat.es and recipients alike might actually be up to the responsibilities the new law demands.
Critics said that breaking the 61-year-old federal entitlement and turning welfare over to the
states would produce a “race to the bottom,” v_yith every state rushing to throw poor pecoplc into

the streets.

It turns out that not every state wants to be Mississippi. No longer able to blame
Washington for failure, states are competing to show who can do the best job. Even -
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conservatives seem willing to spend money now that the welfare system is about work. Child
care spending is up everywhere, in many states by even more than the new law requires. Illinois
increased its child care budget by 96%. Last week, California adopted a bipartisan welfare plan
that increases overall welfare spending by $223 million in the first year, and budgets $1.8 billion

a year for child care and work programs.

In fact, the new law is actually helping states be more generous. Critics had warned that
states would have to cut back because they now get a fixed block grant instead of uncapped
federal spending that goes up or down with caseload size. Instead, the block grant has proved to
be a boon for states and recipients alike. Because the block grant was based on higher caseload
levels, states are receiving about 25% more from the federal government than they would under
the old law. That’s af least $3 billion a year more that states can spend on moving people from
welfare to work -- more than we prop?secl_ ip the President’s original 1994 bill, which

Republicans attacked as a budget buster.

But the most impressive rebuttal to last year’s dire predictions has come from recipients
themselves, who are taking responsibility at a remarkable pace. Prior to the Clinton
Administration, the welfare caseload had dropped by more than a quarter million only twice in
six decades. Today welfare caseloads, which }ell by a record 1.9 million in the President’s first
three-and-a-half years in office, are on course to have dropped by 2 million more in the year
since he signed the law. These people aren’t leaving because of time limits, which haven’t gone
into effect yet. Most of them are leaving on their own to build more self-sufficient lives,

3



The challenge of welfare reform is far from over. Making the leap from welfare to work
is still an enormous personal struggle for everyone who goes through it. We need to do
everything we can -- from providing hiring subsidies to making child care and transportation
more affordable -- to help more businesses give people that chance and more ;'eéipients to take it.
We also need to keep an eye on states to make sure they plow any savings from their success

right back into putting even more people to work.

But on two points, the first year of this bold experiment leaves little room for debate: The
old welfare system based on income maintenance was a dismal failure -- and the new system

based on work and responsibility is off to a very good start.
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The man was I;a.kcn into custody and wil) be Iet out of jail only 10 go to work unti} his trial in November on
contempt chargés. A lot of people don't get the message until they're silting in a cell for a few days,” Oostdyk said.

Virginia socuil service officials boast that their collection rates have improved 30 pereent in the last two years
and that the state is in the lop ter in 1erms of collections. Even so, the rate is a dismal 25 percent. Oostdyk said. A
100 percent collection rate would bring in a whopping $ 1.2 billion a year, he said.

Vicki Turetsky, senior staff lawyer at the Center for Law and Social Policy. said states need to iearn how to help
poor parents imj:rove their family involvement and payment rates "without setting up a situation that's impossible
for the lowest-ix'}comc fathers to meet,”

Qostdyk c1ted|a Culpeper program that helps low-income parents sharpen skills so they can find higher-paying
jobs. ;
|

Virginia also began today smrpend.ing the hunting and fishing licenses of deadbeat parents and using cable
company Subscxfiber lists 1o find them. "For some reason, fathers are better at getting their new address to the cable
companies than|to us,” Qostdyk said.

PRNewswire !
Date:  97-07-Q1 20:59:49 EDT
Pennsylvania Gov. Ridge Administration Continues Welfare-To-Work Push

i
HARRISBURG, Pa.. July 1 /PRNewswire/ -- As pant of his continuing efforts to expand employment
opporiunies for welfare recipients, Gov. Tom Ridge today directed five state cabinet secretarics to explore the
recommendations of a welfare-to-work Job Creation Task Force he formed last year.
1

The 42-member Job Creation Task Force, chaired by state Welfare Sccretary Feather O. Houstoun and
Community and Economic Devclopment Secretary Samuel A. McCullough, delivered its rccommendations to the
Governor at a meeting this afternoon.

|
Governot Ridge convened the task force in October 1996 and charged it with developing strategics for
linking welfare recipients to jobs. Task force members include business leaders, former welfare recipients, job
trainers, community social-service and faith-based organizatjons, employment and training providers and elected
officials. |
i
“As we continue the important job of reforming our welfare system in Pennsylvania, it is critical that we
have the input of those most directly involved in determining the success of this important indtiative -- employers
who provide Lhc jobs and individuals within communities who work directy with our welfare families,” Gov. Ridge
said. ;
"The msk force's recommendations include many concrete and practical suggestions that will not only help
us link welfare I'CCIplCI'l[S with jobs, but will enhance our broader workforee development delivery system.”
r
GOVernor Ridge charged the cabinet secretaries of Education, Community and Economic Development,
Labor and lndusuy Welfare. and Transportation to repont by September 1 on those recommendations that can be
implemented |d a timely manner,
In May IPS‘G. Gov. Tom Ridge signed into law Act 33, 2 comprehensive welfare reform plan which
promotes self-sufficiency through work. Most welfare recipicnts are required to undergo an 8.week job search and
|

Please contact Dana Colarulli if you would like to receive the WR Daily Report by e-mall or If you have questlons
about articles found in this publication. {dcolarulli @acf.dhhs.gov (e-mail) or 202-401-8951 (voice)).
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|
to work at least 20 hours a week within two years. Federal welfare reforms require most families to leave the
welfare rolls mﬂun five years.

Since thc|slate and federal reforms were impletnented on March 3, more than 14.500 recipients have begun
part and full-ume employment. More than 5,000 of the 14 500 families have left the welfare rolls through their
earmnings. ;

Prior to developing its recommendations. the Job Creation Task Foree surveyed 2,000 Pennsylvania
employers on Lhez.r hiring practices; interviewed national welfare-to-work leaders from the private and public
Sector, conducted six round tables with businesses, welfare recipients, work support and economic development
organizations, and conducted on-site research at businesses that hire welfare recipients.

The task force rfecommendatzons include the following:

e The conunuau:m of improvements to the Emplover Incentive tax credit program that will make it casier for
smail busmesses 10 apply for and receive up o $5,100 in state tax credits for hiring welfarc recipicnts.

e The orgamz.auon of a state-wide “business coalition” Lo promole the hiring of welfare recipients, including the
dcvelopmcm of marketing materials for use by employers and the creation of a 1-800 number and website,

» Thedev elopment of a flexible incentive program {or employcrs to hire welfare recipients that includes a
special ﬁna.;ncing rate for welfare-1o-work business projects; marketing of child care tax credits; creation of a
lax credit for transportation investments; the building of a "workable” state contractor welfare hiring program:
and development of a private-sector "supervisor training program” o assist companies in dealing with the
special day |Ea.n: transportation and other work-support needs of working welfare families.

» The expansuon of demonstration projects with trade associations such as the National Retail Association's job
training progmm at the King of Prussia Mall in Montgomery County.

« The crmuon of "Best Practice Centers” among employers that successfully wrain and hire welfare recipients.

»  Providing _s.aed money" to suppeort private sector Cooperative Hiring Centers that offer individuals full-time
work by linking employers that can offer pant-time jobs and benefit packages.

« The expansion of self-employment opportunities that enable welfare recipients to become self-sufficient,
including streamlining access to public contracting for minority and women business owners.

«  The development of local “partnership committees” at each of the County Assistance or welfare offices that
bring toaedixer emplovers; job trainers; social services; state Job Centers and other resources 1o help recipients
get and keep employment.

CO: Penn. Ivama Deparment of Public Welfare
ST Pennsylvama

Please contact Dana Colarulli If you would fike to receive the WR Daily Report by e-mail or if you have questions
about articles fo und in this publication. {deolarulli @acf.dhbs.gov (e-mail) or 202-401-8951 {voice)).




U.S. Welfare System Dies

As State Programs Emerge

Eﬁap”hasis o:_i Work Is the Common Thread
in a Patchwork of Decentralization

\ By JASON DePARLE

WASHINGTON, June 28 — The
nation's 62-year-old welfare system,
condemned last year by Federal law,
will formally die on Tuesday, and a
season of state legislative debate has
brought new clarity to the decentral-
ized system rising in its place.

If the emerging programs share a
unifying theme, it can be summa-
rized in a word: work. States are
demanding that recipients find it
faster, keep it tonger and perform it
as a condition of aid. Most states
regard even a low-paying, dead-end
job as preferable to the education

" and training programs they offered
in the past. And recipients who break
the rules are facing penalties of un-
precedented severity.

But the hard edge also has a softer
side, Operating on the assumption

that work requires support, many °

states are investing in work-related
services. Near-record increases for
child care head the list, but states
are also spending mote on transpor-
tation, job placement and programs
that let working recipients keep
more of their benefits even while
earning paychecks.

The result is a system evolving

from a national safety net into a

series of state trampolines: they are
better equipped to lift the needy into
the job market, but much less cer-
tain 10 catch them during the inev-
itable slips and falls. Wide-ranging in
quality, some state programs can
already boast of impressive achieve-
ments, while others are still being
cobbled together in an atmosphere of
conflict and doubt.

In at least one preliminary way,
the interesting development is what
has not taken place. Critics of a

state-driven system have worried.

about a ‘“‘race to the bottom,” in
which strapped state governments
cut eligibility and benefits to drive
the poor away. Although that re-
mains a concern when the economy
falters, it has not happened yet.
“Some people predicted it'd be a
disaster, obviously,” said Donna E.
Shalala, the Secretary of Health and
Human Services, '‘But 1 see gover-

nors taking the extra money they've

THE WELFARE EVOLUTION
" A special report.

been given and using at least some of
it 1o provide resources to help people
work, Over all, 1 think there are
more resources going into programs,
not less.”

In part the new investments may
indicate that legislatures are quicket
to spend money on needy people
when they work. But there is also an
old-fashioned fiscal lubricant in-
volved: Federal dollars.

Though the new sysiem has often
been described as a cut, it will pro-
vide states with about $2 billion more
this vear than they otherwise would
have had, according to a rough esti-
mate by the House Ways and Means
Committee. That is because Wash-
mngion now sends the states fixed
pavments based on the welfare popu-
lation of earlier vears, even though
the rolis are plummeting.

The Government is also giving

Continued on Page All

“Continued From Page Al

states an additional $600 million this yéar

" for child care. Added together, the new

Federal money represents an increase of
about 16 percent, or an additional $650 for
every family in the program.

The program, which used to be called Aid
to Families with Dependent Children,
serves about four million adults, most of
them single mothers, and more than seven
million children. As of Tuesday, it takeson a

new name to stress a new ethos of time |

limits and work rules: Temporary Assist-
ance for Needy Families.

The combination of freedom, money and
new expectations has produced a moment of
dizzying change. Wisconsin is essentially
abolishing cash aid, substitu a giant
work program that will stretch from the
sprawling ghettos of Milwaukee to the Min-
nesota border. Oregon is putting its hopes in

intensified casework; Texas in private con-.

tractors. [llinois has put up $100 million of
state money to offer child care to all Jow-
income workers, whether they have been on
welfare or not. New Jersey has created a
$3.7 million transportation fund, to get poor
people to far-away jobs.
. And there are more modest innovations.
An. Episcopal diccese in Warren County,
Tenn,, has placed $10,000 in a revolving loan
fund, to help a few welfare families buy ued
cars. A social worker in Manassas Park,
va, Is collecting donated clothes, to help
cliesits look better in job interviews,

Bt along with new apportunities, the poor
face new perils. Bureaucratic errors in Mil-

. waukee have withheld befefits from®thou-

sands of needy people, even though they
complied with the work program as in-
structed. Mississippi punishes those who
break the rules by withholding food stamps

- as well as cash, placing families at risk of

complete destitution.
. In many places, the passage of the Fed-
eral legislation Jast August did less to inau-
gurate a new era than to accelerate changes
that had already begun. That is because 46
states were already running experimental
programs under Federal waivers, From
Oregon to Virginia, from Michigan to Mis-
sissippi the move toward an employment-
focused system was well under way. '
But the states with the three largest wel-
fare populaticns — California, New York
and Texas — have mostly been absent from
the trend. By themselves, California and
New York contain nearly a third of the
country’s recipients. In these two states,

restrictive proposals from Republican gov- |

ernors are being contested by Democratic

legislators. Until those disputes end, much

of the welfare canvas remains unpainted.
And everywhere it is a work in progress.

New Work Rules

States Sharing
A Work Philosophy

Work — it is an order to recipients, a
philosophy for administrators and a man-
date under Federal law. But the ways in
which it is an actual program vary widely
from state to state. Consider the differing
emphases in Wisconsin and Michigan, whose
Republican governors are typically consid-
ered leaders of stern reform.

In Michigan, Governor John Engler has
invesied in caseworkers to remove the “‘bar-
riers” (0 work, like an inability 1o patch
together child care or transportation. But he
has been reluctant to create community
service jobs for those who do not find work
on their own. in Wisconsin, Governor Tom-
my G, Thompson has c¢reated thousands of
workfare positions. But he has been quicker
10 assume that weltare recipients will find a
way to hold them, and slower to emphasize
the kind of home visits and casework that
Michigan employs.
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*work-first."” 'rhough Federal law requires
recipients to work within two years, few
states are lerting them wait that long. Educa-
tion and training come later, if at all.
“It's no more, ‘What am I going to be when
I grow up?'* said Larry Temple, deputy
director of the Mississippl Department of
Human Services, which is paying private
companies to place recipients in jobs. *If
we've got a job that someone with a 10th-
grade education can fill, and you've got a
10th-grade education — you're working.”

program, in which wel!are leciﬁtents write
resumes, practice interviews-and get [éads
on possible Almost two dozen-

. | states also have “diversion™ programs, re-.

quiring needy people to put in as-many‘as 20
or 30 job applications before lhey can reoe!ve
benefits.

The tougher question is what comes next?

: What to do for those recipients — with little-

education or experience, and in some cases,
bad attitudes and work habits — whom em-
ployers continucusly turn away?

Some states will now pay businesses to;
hire them, converting welfare and food
stamps into a subsidy for an emplayer. Ore-
gon and Mississippi have pioneered the ef-

"~ ~fort, but without great success. Most busi-.

nesses, there and elsewhere, seem less inter-
ested in the temporary payments than in

finding reliable help. In Tulsa, Okla, the

Chamber of Commerce has gotten more
directly involved in polishing work skills, It
has helped create an intermediary corpora-
tion to give recipients entry-level work, like
assembling fishing tackle for a local manu-.
tacturer. Those who perform well get recom-.
mended to area employers.” -
Sofar.mﬂyafewplacesseemwmmgto )

| take the next step® creating large numbers.

of community service jobs. Though such!
efforts can be expensive, they may be what is |
needed to make work universally available, :
" especially in areas where the economy sags. |
Efforts are under way tn' Massachusetts '
and New York City, but-the leader is Wiscon-
sin. Beginning Sept. 1, virtually all of the:
state’s 42,000 welfare families will have to:
work 30 hours a week to receive benefits.
Though the emphasis is on’placing them in-
private jobs, the state has vowed to create
community service positions for those left
behind. .
That caps a remarkable reversal from the
late 1980's, when investments in education
and training were in vogue. Studies found
that those programs had little effect while
others that emphasized immediate job place- .
ment worked better. But some advocates
worry that the pendulum has swung too far
in a world of diminishing returns for un-
skilled workers. '“You have lots of women in
the welfare system who've had one crummy
job after another,” said Sharon Parks of the
Michigan League for Human Services. "A lot-
of them are not going to be in a position to
support themselves and thetr families.”

New Services

Removing the Barriers
That Prevented Work:

For many women oh welfare, finding a job
is the easy part. Keeping it comes harder.
Reliable child care and transportation are’
part of the solution, and many states are
making new efforts to increase the supply of .
both, though formidable challenges remain.

“‘States are doing more than I expected,”
said Helen Blank, a child-care expert at the
Children’s Defense Fund. “The question is
will it continue?”

A survey by the American Public Welfare
Association found that 11 states had expand-
d the eligibility for child-care programs and .
20 are putting in more state money than
required. '"The heat is on, people are watch-
ing,'"” said Elaine Ryan, the organization’s
lobbyist. ““It's becoming a kind of political
imperative.”

Though most have expanded child care for .
welfare families, a few have gone substan- .
tialiy farther. Wisconsin, Illinois and Rhode
Island are pledging subsidized child care on
a sliding scale to any low-income working
family that needs it.

Perhaps no state has expanded its aid as

|

3

*

mes |

Ehe Ncw ﬂotk@
MONDAY, JUNE 30, 1997

= \""



Ml e News
at’s 101t 10 Pom™

VOL CXLVE. ... No SO

Zhe New AJork Eimes

Tuprute bl e Tws g Fia -

£

L

T B, B ¥ M
ekl sl Bk \
dinns by hach it Mg B i
Ars longht, nently chanty Lows m
e ®Fn Tonwwosuw, humed, deneers
Iugh wi dhw W Tadals. page ALE

13

ONE DOLLAR

e

E I

[N

MONDAY, JUNLE Jo, 1997

A Partly Alien Place Joins

By EDWARD A. GARGAN

HONG KONG, Monday. June 30 —
There I8 in all of China, from the
Gobi Desert to Manchuria, from the
Forbidden City o the cloud:
wreathed peaks of Guilin, no place
Ivke Hong Kong.

1t 13 & place with a press as wildly
free as the markets that help fuel its
growth, 8 place sccustomed to its
own mind, a place where peaple in-
151 o0 controlling their own fugure,

And at msdnight tamghs, it (s thes
Briush colony and its 6.3 million peo-
ple, half of them relugees from the
waves of pohilical and economic cha-
o5 that marked the first dree dec.
ades of Commumst rule in China,
that will be returmed to the embrace

HOW FOR SOMITHING RLALLY RRCY

History may be in the making in
Hong Kong, buit the newspapers are
filled with tales of crime, Page AS.

China Today

systems.” which would allow Hoog
Kong to retain its capitalism, its sta-
tus a3 a free port end its position as a
{inancial center.”

“There was," Deng iztoned, “no

of the motherland.

Deng Xiacping, the Chinese ieader
who died this year, appeared [0 rec-
ognize Hong Kong's dist

The formula, enshrined simost I
turgically in the speeches of Beljing
officials and of the man who will be

_Hong Kong's firs1 post-colonial Jead-
i Tung Chee-

ang in 1934 he s2id°83 much 1o Mer-
garet Thatther, who was then Bril-
wn°s Prime Minister.

“We had [0 consider the actual
wiuavon of Hong Kong, China and
Great Britamn,” Deng said the day
that both countries agreed on Hong
Kong's reversion 10 Chiness rule.
*“The resolution that all three parties
would aCCED! WaS ‘One country, two

e Inc et

Evander Holyfield after Mike Tyson bit his ear on Saturday night.

After Biting, Tyson Faces
Trouble From All Corners

B: TOM FRIEXD

LASVEGAS Nev , June 28 — Mike
'sen b2 grown man Safurday
and nos hie troubles are back
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er, the th
hwa, is uttered to rexssure Hong
Kongers that things will not change
100 much, that the future is ho cause
for, ecmeern. X

But words alone will nol bridge Lt
ahasm belween Beipng snd Hong
Kong, lor many pecpie here have
lived in China {f, great numbers of
* people here believe, Chins 5o routine-
Iy hes 0 its own citizens aboul 30
much, why, they ask, would Beijing
tell the Lruth w Hong Kongers?

*“Let me tell you this,” said a secu-
rity gusnd at 2 housing project who
gave only his sumame, Ko, because

Continued on Page AS

Stirred by Her Life,
Thousands Attend
Service for Shabazz

By FRANK BRUNL

In & tribute that reiterated the
o which the noble melodra-

ma of Dr. Betty Shabazz’'s life and
death twuched 5o many people, thou-
tands of mourners filled Riverside
Church in Manhaman yesterday,
with hundreds mare spilling oato the
sidewalks, to remember her as a
brave widow, & loving mother and a
tireless adn for the

’ =y —
§ i Square in Beijing last night, beimitwu:hutiormgufﬁcinlulehndmdﬂm‘ Kong's retum to China, Page AS.

GLINTON.TAX PLAN
BACKS G.0.P. IDEAS

But President to Seek Deeper
Cuts for the Middle Class

By DAVID E. SANGER

WASHINGTON, Juie 28 = Presi-
dent Clinton will anpounce oo Mon-
day a revised tax-cutting proposal
that hus aides describe as gn effor tn
«@ve middleclats laxpayers some-
what deeper reduclions than those
passed overwhelmingly by the Sen-
ate on Friday, but one that accepls s
romber of the main concepis

orested by Republicans,

In & presdentation at the White
House, Mr. Clinton is expecied to
endorse, for the {Irst time, tax pro-
posals that would create

U.S. Welfare S ysteﬁ Dies
* As State Programs Emerge

Emphasis on Work Is the Common Thread
in a Patchwork of Decentraf_izaﬁon

By JASON DePARLE

WASHINGTON, June ¥ -~ The
nation’s §2-year-old weifare sysiem,
Iast year by Fedaral e,

will formally die on Tuesday, and &
peason of siate legisiative debate has
brought hew clarity io Ow decentral

has not taken place, Critics of a
mnate-driven system have worned
aboul & “race to the bottown.'” 0
which sirapped siate governments
cut eligibllity and benefits 10 drive
the poor away. Although that re-

Homan Services. “'But | see gover-
noTS taking the exira money they've

THE WIELFARE EVOLUTION
A gpecial report.

been given and using a¢ least some of
1 to provide resources (o help people
work. Over all. [ think there are
mire MEIOUTCES EOINE into programs,
not bess.”
1n part the aew investments may
‘hat legis)

|
3

A
il
il
il

|

ure quicker
o spend money on needy people
when they work. But there i3 also an
oiddashioned lisca) Wbricant in-
voived: Federal dollars.

Theugh the pew gystem has oiten
baen described 23 a cut, 0 will pro-
vide sates with about £ billion more

Committee. That i3 because Wash-

lation of earlier yeary, even though
the rolls are plummering.
The Government |5 also giving

Continued on Page Al

Cries of the Dying Awaken
Doctors to a New Approach

By SHERYL GAY STOLBERG

WASHINGTON, June 29 — In &
borhood of

savings accounts thay are similar o
individusl reurement accounts.
He is also expected (o make pro-

brick houses, where geraniums edge
the lawns in cheery bursts of pink
and red, 2n old woman ts dying. On a

posals that edge toward a broad
cut in capial gains Laxes than he has
previcusly endorsed, sad officials
who have been brieled on the broad
outlines of Mr. Chinton's plan. Bul he
will not agree — ai Least tor now —
on the House and Senaie proposals to
reduce those taxes v 20 percent,
from 33 percent, Lhe aificiats said.
Aides to Mr. Clinion declined taday
to provide details of his proposals,
hoping that be will regain the public
relations advantage 107 his tax plans
by making the proposals at the start
of a weeklong Congresslonal recess.
But they said his broad elfort would
be toward pushing more of the 385
billion in net tax cuts down o the
battom 50 percent of taxpayers.
Under tax legisittion passed on

it i on Page Ail
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The memorial, which or.

] afternoon, she is
in bed, irall and frightenad, waiting
tor her doctor Lo ArTive.

A white Mazda pulis up, and the
doctor, Timothy - Keay, emerges car-
rying a blue nylen satchel, the mod-
ern equivalent of the black.bag. Dr,
Keny, an aysociate professor of fam-
ily medicine at Uhe University of
Maryiand, is a ranty in this imper-
sonal, technological era: & docior
who makes house calls.

In the house, the air i3 still Dr.
Keay walks upstairs to see his 4
year-old patient Beneath her thin
cotton tight gown, & CANCErOUS tUMDE
he size of a canialoupe is growing oo
her beft breast She has refused treat-
ment, save for the clear plastic tubes
that pump two lrers of homiditied
oxygen into her tostrils esch minute,

*‘Some doctors would say Lo her,
‘Look, either get this operated on of |
can't help you," " said Dr, Keay, an
expert in the emerging {ield of pallia-
tive care. “That Is a stark choice. |
say to her: “It’s your life. How can i
be of assistance to you?' '

Instead of seeking to cure & pa-
tient, pallistive care addresses a
range ol problems, {rom Intense pain
to depression, that dying people and
thetr loved ohes suffer.

Last week, the Supreme Court sei-
hed one of the most contentious ethi-
cal, meral and legal questions of
recenl decades, deciding that states
may ban doctor-assisted sulcide. But
the ruling does not settie one of Lhe

That |8 & probiem for the heaith-
care prolession (o solve, and while
ethicists and lawyers have been de-

Continued on Page A0

Shabarz's private Mushm funeral on
Friday, drew an ecleciic assemblage
of legislators. wriers, minisiers and
entertamers.

Thers were briel Lesumonials
about Dr. Shabazz, the widow of Mal-
calen X, not anly from the current
Mayor of New York City, Rudolph W.
Guuliani, but trom three of s prede-
. cessors David N Dinkens, Edward
| Kich and Abraham [ Deame
Gov George E Palaki spoke, as duk
Representative  Maxine  Waters,
charweman ol Ihe Congressional
. Black Cautus
' The Secretary of Labor, Alexis
Herman. atiended on pehall of the
Chnion  Administrauon. Teadmg
jetter from rhe President thal colted
Dr Shabazz i true herome, a bne
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CGLINTON TAX PLAN
‘BACKS G0 IDEAS

But President to Seek Deeper
Cuts for the Middle Class

!

A‘ By DAVID E. SANGER

WASHINGTON, June 29 — Presi-
dent Clinton will announce on Mon- !
day a revised tax-cuiting proposal :
that his aides describe as an effort to ;
give middle-class taxpayers some- ;
what deeper reductions than those ;
passed overwhelmingly by the Sen- l
ate on Friday, but one that accepts a |
number of the main concepts .
pressed by Republicans.

In a presentation at the White
House, Mr. Clinton is expected to |
endorse, for the first time, tax pro- '
posals that would ereate education
savings accounts that are similar to
individual retirement accounts.

He is alsop expected to make pro-
posals that edge toward a broader
cut in capital gains taxes than he has
previously endorsed, said officials
who have been briefed on the broad -
outlines of Mr. Clinton’s plan. But he
will not agree — at least for now —
on the House and Senate proposals to
reduce those taxes to 20 percent,
from 28 percent, the officials said. .

Aides to Mr. Clinton declined today .
to provide details of his propogals,
hoping that he will regain the public
relations advantage for his tax plans
by making the proposals at the start
of a weeklong Congressional recess.
But they said his broad effort would
be toward pushing more of the $85
billion in net tax cuts down to the
bottom 60 percent of taxpayers.

Under tax legislation passed on

_Continued on Page All

Continued From Page Al

Thursday by the House, roughiy 18
percent of the $85 billion in tax cuts
would go to the | percent 6f Ameri-

cans with the highest family in- .

comes, according to Treasury De-
partment estimates.

The Senate bill, passed on Friday,
would channel about 13 percent of
the total tax cuts to the same group.
Mr. Clinton’s proposal, the officials
said, would cut that 13 percent by
mere than half, though White House
ofiicials acknowiedge that the figure
is subject to change as the negotia-
tions proceed next month.

Nonetheless, the concessions the
White House has made so far —
including virtual agreement to a
sharp reduction in capital gains and
estate taxes — make it clear that the
final bill will reverse many of the
effects of the major tax increase for
the top 1.2 percent of taxpayers that
Mr. Clinton pushed through in 1993,

Mr: Clinton's political strategists
had guessed that the richest Ameri-

cans would not battle higher income

tax rates if one result was enough
deficit reduction to send the country
and the stock market into a pro-
longed economic expansion that dis-
proportionately benefited the rich.
The bet paid off, though Mr. Clin-

"ton- was roundly criticized last year
. by fellow Democrats wha had voted
" for those increases after he suggest-

ed that he thought he had raised
taxes on the rich too much,

Mr. Clinton’s aides now argue t.hat
the tax increase cut the deficit sharp-
ly and helped pave the way for the

., Dow Jones Industrial Average to rise
, 107,800, more than double the level in

1993. Whether he can rightly take
credit for that increase, a practical
result is that many wealthy Ameri-
cans are now sitting on huge capital
; gains — which they are eager to
liquidate at lower tax rates.
Although Mr. Clinton will not en-
. dorse a 20 percent capital gains tax

' rate on Monday, the body language

given off by his aides in recent weeks
suggests that he will ultimately
_agree to that figure. But they insist.
“that he will veto any bill that also
allows investors to subtract the ef-
fects of inflation on those capital
gains. Such indexing is included in
the House version of the tax bill, but
not in the Senate version.

Mr. Clinton's proposal will open a
round of three-dimensional .chess on
Capitol Hill that promises to domi-
nate politics here for the next month
Starting a week from now, HouSe and

. Senate negotiators will begin trying

Clinton that the Administratlon was
using figures that “artificially in-
flate people’s incomes™ to make it
appear that too large a portion of the
cuts were going to the rich. Mr. Arch-
er argued that *‘7] percent of our.tax
relief goes to those who make be-
tween $20,000 and $75,000-a yedr.”
Those statistical argumegts stem
from the fact that Mr. Archer’s com-
mittee and the Administration are
using very different measures of to-
tal income to make their case. The
Treasury bases its estimates on a
measure called family economic in-
come, first put forward in the Rea-
gan Administration. That measure
takes into account not only salary
and interest earned on savings but
also pension benefits and- other
forms of remuneration that most
families cannot immediately spend.
The Republicans are using more
traditional measures of income. But

(in defining tax cuts, they are using

statistics to make it appear that the
wealthy do not benefit disproportion-
ately. For example, they measure
the effects of tax cuts only over the

to work out differences between their
respective tax bills. But because
House and Senate leaders wdnt to
avoid a veto, the White House will
play a major role in the negotiations.
. Mr. Clinton's new proposal is de-

_scribed by aides as an effort to build
_on some provisions of those bills and
. limit the effects of others. The Senate

tax.bill, for example, creates clagses
of individual retirement accounts
that are available to all taxpayers.

- Mr. Clinton's proposals will put in-

come caps on those LR.A.'s because
Treasury officials argued that the,
Senate version would simply encour-
age nch‘AEencans to move existing |
savings into tax-sheltered accounts.

Treasury Secretary Robert E. Ru-
bin said in an interview today: “It's
a question of how you look at the
goals of tax relief. You could look at
tax cuts as an effort to provide mid-
dle-class tax relief, or you could lock
at them as an effort to promote
growth in the economy. What I have
come to think in recent weeks is that
those two criteria would lead you te
roughly the3ame outcome.”

Put another way, Mr. Rubin is
arguing that the existing bills in Con-
gress provide too many tax benefits
to people who are rich enough to save
anyway. The only way to encourage
long-term savings for economic
stimulus is to reorient those incen-
tives to families making under
$50,000 to $60,000 a year, the bottom
three-quarters of the nation’s tax-
payers. Those are the families decid-
ing between saving and spending.

Representative Bill Archer of Tex-
as, the chairman of the House Ways
and Means Committee and the prin-
cipal author of the House tax bill.
reiterated today in a letier to Mr.

Che New York Cimes

MONDAY, JUNE 30, 1997

next five years, while many of the
biggest gains for the wealthy would
come after 2002. »

Mr. Clinton is c¢learly hoping that
at the end of the negotiations, he will
be able to divert more of the tax cuts
to families seeking to make use of
education tax credits for attending
community colleges. The Adminis-
tration is alse concerned that the
education savings raccounts that
emerged from the House and Senate
bills give too much aid to families
that can save long in advance of
college and too little aid to those who
cannot afford such savings.

The White House also expects a
long battle over the tobacco tax. The
Senate plan would raise $15 billion
over five years by increasing the tax
on cigarettes by 20 cents a pack, to 44
cents, starting on Oct. 1. ‘About $8
killion of those revenues would be
committed to providing medical cov-
erage for uninsured children. The
House plan has no such provision.

SUPPORT THE FRESH AIR FUND



ddenly as Illinois, which has the nation’s
‘ourth-largest welfare population. A Republi-
can governor, Jim Edgar, proposed adding
$70 million in State money to the Federal pot,
and a legislature split between a Republican-
controlled Senate and a Democratic House
added $30 million more.

Illinois said it can now offer a child-care
subsidy to any family earning less than about
$22,000 a year. “'It doesn’t matter if you're on
welfare, used to be on welfare, almost on
welfare,” said Michele Piel, who runs the
system for the Illinois Department of Public
Aid. “We tried to wipe the slate clean, and
envision a system as it ought to be.”

But Ms. Piel wams that the increased
financing has solved only part of the prob-
lem. Shift workers, mothers with infants, and
parents in rural parts of the state — all may
still find child care in short supply. Those
shortages could grow even more intense as
. the new system puts more mothers to work.
And the quality of care remains a concern.

States are also expanding transportation
programs, but here the problem may be even
more vexing. Many states offer public tran-
sit vouchers, but new jobs are often beyond
the reach of bus and rail lines. Cars are often
unaffordable, and van pools can be difficult
to coordinate.

“I'm surprised at how much attention
states are paying tq the issue,” said Mark
Alan Hughes, a researcher at Public/Private
Ventures in Philadelphia and a leading ex-
pert on the transportation problems of the
poor. "“But the next step’s the harder part:
How do you solve it?”

While welcoming this early expansion of
services, skeptics worry that it will prove
ephemeral. Even in these flush times, most
states are nol reinvesting their full Federal
windfall, using part of it"instead to offset

other state spending. When the economy -,

falters, the skeptics worry, the new services
will disappear. ‘“The time when a race to the
bottom will happen is when a recession hits,"”
'said Wendell Primus, a former Federal wel-
fare official whoe resigned to protest the new
law and whoe now works as an analyst at the
Center on Budget and Policy Priorities, a
Washington advocacy group.

New Penalties

Toothless Rules,
Then Painful Ones-

Those who fear that the new system will
harm poor families have typically focused on

meg

*
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time limits. But most families are still

away from exhausting their eligibility.
Meanwhile, about 20,000 have already lost
their benefits under a different circum-
stance, for failing to comply with the work
rules.

“Sanctions are a much bigger issue than
time limits — much, much bigger,” said
LaDonna Pavetti of the Urban Institute, a
Washington research group.

States have now made their penalties
tougher than ever. In the past, welfare recipi-
ents who failed to report for work or training
typically lost a third of their cash grant —
about $125 a month in an average state. But
as their income went down, their food stamps
rose, compensating for two-thirds of the loss.

If that system was essentially toothless,
the new one takes a painful bite. A recent
survey by the General Accounting Office, an
arm of Congress, found that 33 states now
strip noncompliant families of all cash as-
sistance. Some, like,Michigan and Wisconsin,
allow recipients to immediately re-enroil and
cooperate. lowa makes recipients wait six
months before they can reapply.

In addition, all states bar food stamps
from rising, and Mississippi goes even fur-
ther — eliminating all cash and food stamps
to those who do not comply with the work

program. Of the 7,20 families in an experi- -

mental program there, as many as 19 per-
cent temporarily lost all their aid. “We're
talking about people who are refusing to go to
work to feed their children,” said Mr. Tem-

‘ple, the Mississippi official.

But in a time of sweeping bureaucratlc

" change, mistakes are easily -made. The

G.A.Q. report found that 44 percent of the
penalties imposed in the first five months of
Milwaukee’s program were later overturned

when officials discovered they had made

errors. “That’s outrageous,” Ms.' Shalala
said. ‘“The minimum we should expect is that
we're not making mistakes with people’s
lwes "

 Avoiding mistakes may be harder than it
seems. After starting a strict work program
a few years ago, Utah officials began a study

" of about 100 families punished fortfailing to '
cooperate. In about half of those cases, the

officials discovered factors that the social
workers had not understood.

One woman who lost her benefits was
already enrolled in a training program. An-
other had a phobia about leaving her home.
“We found we were sanctioning people we
shouldn't be sanctioning.” said Bill Biggs, the
Utah official who supervised the program
before his recent retirement.

What happens to poor families that sud-

denly lose aid? No city has cut off as many
families as Milwaukee, where the penalized
seem to fall into several rough groups. Some
have ignored the work rules because they
had other options — a secret job, a boyfriend
to support them, a child receiving a disability
check. They have been able to replace, or
even surpass, their lost welfare income. Oth-
ers, befogged by drugs or depression, have
crowded the shelters where the numbers of
womnern” and children are aiTecord highs.
Though small as a percentage of the declin-
ing caseloads there, these newly homeless
families may well number in the hundreds.

The one quantitative study available
paints toward a similar pattern, of punished
families falling into two broad categories.
Mathematica Policy Research, a Princeton,
N.J., consulting firm, recently tracked down
137 lowa families thai had lost their benefits.

Of them, 40 percent saw their incomes
rise, by an average of $4%6 a month. But 49
percent lost an average of $384 a month, in
incomes already low enough to put children

atﬂsk."lt’sreallyhardmmwwhatsthe
right thing to do,” Ms. Pavetﬂsaid. '

Time Limits
Many States |
Set Tighter Rules -

As of Tuesday, states must start limiting . .
most recipients to no more than five years of
benefits in a lifetime. But a2 survey by the
Naticnal Governors Association found at
least 20 states imposing shorter limits on all
or part of their caseload.- -

Texas has the shortest-limit, of 12 manths
for those deemed most able to work. Tennes- + -
see has a limit of 18 consecutive months, and
in Connecticut the limit is 21 months. Ten
states, from Massachusetts to Oregon, have -
two-year limits, but the details vary widely.

Some states promise extensions to- those
trying to work. Others let recipients back on
the rolls after an intervening period. So far,
Michigan is the only state pledging to ignore
the limits altogether. While states can use
Federal meney to provide extensions to 20
percent of the caseload, Michigan officials
have said they will ‘help any recipient who
complies with the work rules.

Some states have considered letting indi-
vidual counties set time Umits of their own.
Republicans in Colorado pushed such a plan,
but they were thwarted by the state’s Demo-
cratic Governor, Roy Romer. Critics of such
local autonomy worry that localities will
abuse it to drive poor families away. In
Colorado, skeptics issued a warning: Wel-
fare reform is not a bus ticket to Denver.

In at least one important, but little-noticed
way, welfare policy is now.at odds with itself.
While time limnits are in, so are state plans
that let recipients keep benefits while they
work — extending their stay on the rolis and
further eating into the clock. *“It may be that
working families become some of the first
casualties of time limits," said Mark Green-

. berg, a lawyer at the Center on Law and

Social Policyrwho is critical of the limits.

As states succeed in winnowing their rolis,
they may &lso find that those left behind have
especially difficult problems - problems that
a tirne limit alone will not solve. That has
been the case in Utah, where the rolls have
fallen by 35 percent over the last four years,
“We weren't prepared for the group left
behind,” said Mr. Biggs, .the former Utah
official “‘Over time they can move off the
rolls, but it’s a much more gradual process.”

What percentage of the caseload will re-
main behind is anyone’s guess. While the law
exempts 20 percent, Mr. Primus has estimat-
ed that as many as half of the families on the
rolls may hit a five-year limit. So far, limits
have elapsed only in one experimental pro-
gram, in Pensacola, Fla., where about 130
families have been dropped from the rolls.
To the surprise of locai officials, recipients
there largely ignored the two-year limit,
regarding the deadline as a long way off.

Among them was Theresa Sledge, 22, who
has a 7-year-old son, a toddler, and anather
baby on the way. At first her social worker
urged her to join a training program, pledg-
ing the necessary child care and transporta-
tion. Then, as the clock ran down, the worker
urged Ms. Sledge to find a job. Failing to do
either, Ms. Sledge now lives in a rickety
trailer, feeding her children on food stamps
and scrounging underwear and toilet paper
from friends. ““Hardship is not the word for
it,” she said. “They had told me it was going
to happen, but it just didn’t sink in."”
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‘Megan’s Law,_’ Others Languis

By Vernon Loeb and Hamil R Harris
Washington Poet Staff Writers

)

Prompted by the 1994 rape and murder
of a 7-vear-old New Jersey girl, the D.C.
Council approved a version of “Megan's
Law" that requires city officials to create 2
registry of convicted sex offenders and
tell communities in wh.tch they live of
their presence. .

But almost four weeks after it was
supposed to take effect,.nothing has
happened: There is no registry of people
convicted of sexual violence or crimes
against children—and police officials said
they have never even heard of the law.

“As soon as the law takes effect, they
should have provisions in place to regis-
ter these people,” council member Jack
Evans (D-Ward 2), chairman of the Judi-
ciary Committee, said last week in an
interview. “But there's no preparation, no
process in place—no nothing. It is outra-
geous. But it’s not surprising.”

Evans and many of his council col
leagues say the failure to follow through
on the sex offender registry is sadly
typical of a system in which ordinances
they approve often are neither imple-
mented ner enforced in timely fashion by
the Barry administration.

___Exawmples abound: .

s The council passed a law requiring that
all children entering school be screened
for lead poisoning and mandated that
doctors report the test results. But the
1993 law has been ignored: Children
aren't being screened, and data isn't
being reported.

» The council made headlines in 1995 by
passing conservative welfare reform leg-

ing, waited 10 months before seeking
required federal approval, The approval
was denied.

See COUNCIL.A9.Col. 1
COUNCLL, From A1

a The council cracked down on unreg-
ulated mortgage lenders in 1996, pass-
ing strict legislation intended to keep
bomeowners from losing their homes
at foreclosure. But the Barry adminis-
" tration provided no money to staff the
banking office that was designated to
implement the law, leaving the director
crymgforhelpashereﬁedonvolun-
teers to stay in business,
Many current and former mem-

Bers of the council can cite pet bills
that haven't proved worth the paper °

they were printed on.

Harry Thomas Sr. (D-Ward 5)
bemoans the fact that Washington is
the only major city in the United
States with a law mandating curbside
recycling and money in the budget to
pay for it but no recyclmg program.
Mayor Marion Barry (D) is using the
maney for other things.

Harold Brazil (D-At Large) rails
about how the council passed a mor-
atorium on late-night enforcement of
minor parking infractions several
years ago so that residents could
park near their homes and avoid
muggers—only to have the corpora-
tion counsel's office fight him “tocth
and nail” and ulimately refuse to
wp'te necessary regulations.

“'And Bill Lightfoot, a former at-
lifge council member, decries the
demise of a law that required pareaots
whose children are convicted of
crimes to attend parenting classes.
“To the best of my knowledge,”
Lightfoot said last week, “that has
never been enforced.”

islation well ahead of the federal goverr- |
ment. The D.C. Department of Human place, and if the executive branch ;
Services, concerned about a lack of fund- ~ doesn't Tollow the law, why should

Nor are council members the only
ones upset,

Paul Ofiner, e D.C. commissioner
of health care finance, tells of his
crusade to gave the city millions of
dollars by jmplementing a 1992 law
that permits nurses aides—instead of
nurses—to dispense medication in
group homes for the mentally retard-
ed.

Although the law was passed five
years ago, nurses continue dispens-
ing pills at dozens of group homes.
Despite repeated requests, Offner

says, the city’s Board of Nursing:

refuses to write regulations neces-
sary to implement the law.

The board, Offner said, pleads
poverty, saying it's toe understaffed
to write the regulations.

Council members say they hear
that same refrain from managers in
the executive branch.

“They never get around to writing
regulations,” Evans said.

And there's more than .a little |

sentimert on the council that the
stalling - ometimes is deliberate, de-
pending upon where 2 given law
stands on Barry’s list of priorities.

“It starts at the top,” said Light-
foot, who is often included among a
handful of possible challengers to
Barry in next year's mayoral elec-
tion. “Marion does not necessarily
respect the system. He does what he
wants to do.”

Added Brazl, znother possible
challenger: “You have a breakdown
of the rule of law in the most initial

officer, have faulted the council for
including money-saving reforms to
balance the fiscal 1998 budget but
not actually following up to enzct
those reforms.’

And the council has long been
criticized for passing “émergency”
legislation that is effective for just 90
days. When the Home Rule Charter
created the D.C. Council in the
1970s, it gave the councd] the power
to u:t in emergencies, recognizing

Congresewo be eumbmome. .

It has become more 8o ‘since Con-
gress created the control board two
years aga to. oversee cify finances.
Now, a law that's to be permanent
must be.passed by the. council, .
signed by the mayor, approved by
the control board and then. sent to
Congress for a revlew penod lasﬁng
60 legislative days. - :

Bob Berlow, a lawyer who repre-
sents welfare and low-income resi-
dents, recently calculated that in
some recent years as much as half of
all legislation passed by the council
has been on an “emergency” basis.

Teke the dog muzzling bill passed
by the council more than 2 year ago,
requiring owners of pit bull terriers
and Rottwellers: to register their-
dogs with the city and muzzle the
pets in public. -

The dog law was passed on an
emergency basis and lapsed after 90
days. Whei it camie time to consider
making the law permanent, accord-
ing to council member Frank Smith
Jr. (D-Ward 1), the Barry administra-

anybody else?” .,

City Administrator Michael C. Rog-
- ers, Barry's top aide, flatly denies any
selective implementation of laws by the
administration, noting that Barry has
implemented laws ignored by his pre-
decessor, Sharon Pratt Kelly,

Foremost among themi, Rogers
said last week in an interview, was a
law mandating creation of a separate
Department of Public Health, which
the administration succeeded in
carving out of the Department of
Human Services earlier this year.

But Rogers doesn't deny that spotty
implementation of the law remains 2
major problem. To the contrary, he said

he intends to recommend that Barry
establish a commission to review the

status of all laws and determine what it
would cost to implement themn.

Rogers said he doesn't fault the
council for “passing too many laws.
That's what legislators do.” But, he
added, “there’s a simple fact that
every piece of legislation requires
somebody to do something.”

The council itself has not been
immune from criticism for waiting
too long to act and for faiiure to
follow through on its actions.

In passing its version of “Megan's
Law" late last year, the council waited
until al} 50 states had complied with a
federal mandate to create a registry of
sex offenders and to provide for imited
public disclosure upon the release of
sex offenders into communities.

Both the D.C. financial control
board and Anthony A Williams, the
District's independent chief financial

tion said it would cost almost 51
million a year to implement.

The cost estimate was inflated,
Smith contends, by officials who didn't
want the bother of implementing the
law. In fact, Smith said, one of the
reasons he sponsored the bill was that
city officials weren't enforcing an exist- .

_ ing law that required dog registration.

In between the emergency and per-
manent versions of the muzzlé law; the
councl passed a “temporary” -ver-
gion—yet znother stopgap measure,
which woiild have stayed in effect for
180 days. Bt the control board reject-
ed the bill and insisted on something
truly revolutionary ‘in D.C. govern-
ment a mandatory estimate of how
much it would cost to implement.

“The board iow requires such esti-
mates before it will consider bills for
approval,

The cost of implementing the local
version of Megan's Law has never.
been an issue. The luw was named
after 7-year-old Megan Kanka, whose -
assailant was sentenced to death June
20 for her 1994 rape and murder. Jt's
enactment is required by the federal
government, and failure to implement

“the Sex Offender Registration Act by

September could lead to the loss of
some federal crime-fighting funds.

It is a complicated piece of legisla-
tion, requiring coordinated action by
the mayor, the courts, the D.C.
Board of Pargle, the D.C. police and
the D.C. Department of Corrections.
Asked about implementation after a
recent council hearing, Police Chief
Larry D. Souisby’'s shrug said it all.

He'd never heard of the bill.
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In Welfare Deeisiens, One Size No Longer Fits All

Wr -~ wWe.-h- werbe

By Barbara Vobejda
and Judith Havemann
‘Weshimgtoo Post Szl Writers.

As states propose their plans for

implementing the welfare overbaul
approved by Congress last year, itis
clear that many of them have re-
thought a key principle of social
policy: A welfare program that dis-
penses checks without referencetoa
recipient’s personal circumstances is
no longer suitable.
_Caseworkers are being given the
discretion to offer different kinds of
assistznce to different welfare fami-
lies. In a number of states, for exam-
ple, welfare offices and caseworkers
are free to determine which welfare
mothers must go to work, and how
soon; which will be offered a one-
time payment and which will be
given ongoing benefits. In gome
states, caseworkers can decide how
long a family can receive benefits,

This departure from a standard-

ized system, like a flurry of other

‘state activity in restructuring wel

fare, began to take root before pas-

- sage of the federal law last summer,

but it has accelerated enormously

since-—as states devise their plansto

administer the welfare law in time to
meet the July 1 deadline set by
Congress.

The law required states to move’

half their caselpads into jobs within
five years and set a time limit on how
long any individual can receive bene-
fits. And by ending the six-decade-
old guarantee of benefits to eligible
families, it sigualed that no longer
must states treat all needy people
exactly the same. 4
The most obvious sign that the
world of welfare is changing is a

. sharp decline in caseloads—9 per-

cent since last July and 20 percent
over four years—which experts be-
lieve is the result of a healthy econo-
my and these policy changes.

Less apparent to the outside world
are changes in welfare offices across
the country, where workers are now
being told they can make their own

See WELFARE, A8, Col, 2

WELFARE, From A1

deasonsaboutwhﬂisbestformtndmdualﬁmily
» Twenty-five states are instituting "diversion” programs,
onenmepaymenmmeanttokeepﬁmﬂiesﬁnmever
coming onto the welfare rolls. In some states, the
payments are uniform, but in others, caseworkers can
determine for each family that comes before them how
much cash to hand out and whether families should also
receive child-care subsidies and other assistance, In
some states, including Virginia, families who accept a
hmpmiormngoﬂthemnsmbmdimm
receiving welfare for a certain period of time.
u Numerous states are requiring individualized “person-
al responsibility” contracts, written by reci
caseworkers, that tailor the treatment of
spelling out when adults must go to work and the length
and type of training they will receive.
= Thirteen states plan to paylower benefits to welfare
families moving in from states that offer less assistance,
according to the National Governors' Association, While
these “twotiered” systems were considered illegal under
the previous federal law, Congress to
that in the new measure. This approach too could make -
for situations in which welfare families of identical size
benlivingeﬁnm door to each other could receive different
ts.
All of this essentially rejects recent decades of welfare

pfacuce,whlchwasbuilton a philosophy that standard- |

ized treatment was the best way to ensure equity.

“Our zeal not to be unfair had driven judgment out of
the process, and you ended up with a cookiecutter -
mentatity,” said Don Wiastead, Florida's welfare reform
administrator. But the change has also drawn critica who
worry that caseworkers may not receive enough training
“before wielding such power over people’s lives. They
argue that the new discretion could bring a return to days |
when some poor families were turned away because of
race or other prejudlces among caseworkers.

* “My concern is not over different approaches for

_different people, but whether it's done in a system where -

‘there are standards, or where, willy-nilly, caseworkers
can do what they like,” said Hem?Freedman an attorney
with the Welfare Law Center in New York.

The goal may be individualized treatment, Freedman
said, but “the reports we get are that, in fact, caseworkers
are overloaded, undertrained and pushing pm'hupants
through in a hasty, arbitrary manner once again.”

This debate over the proper balance of equity and
flexibility is being played out in the lives of individuals
across the country as states embrace this new approach

- to delivering social services.

For Theresa Brown in rural West Virginia, this new
latitude made it possible for her to receive a onetime
stalepaymentofgwforwrepmm.uﬂomnghermmke
a job as a cook and keeping her off the welfare rolls.

For welfare recipient Lori Charboneau, who lives in the |

Salt Lake City area, it meant she could recejve a year and
a half of state-financed counseling for depression before
she was expected to look for a job.

But for Sara Wethall, another Utah resident, it brought
confusion and anger: She has been told she canno lnnger
attend college and receive benefits, while some others in
the state are being allowed to finish school.

Under the previous system, caseworkers simply calcu-
lated how much a family could receive each month, rarely
focusing on the specific problems that kept adults from
working.

But now, workers must immediatety look for individual
circumstances that could entitle applicants to special
services or exemptions: Aye they victims of domestic
abuse? Or drug users? Are they disabled? Are their gkills
so low they could never support themselives?

“That is a big change from the past,” said Jason Turner,
executive director of the Center for Self-Sufficiency in
Wisconsin. Caseworkers, he said, “were told to shut up
and be quiet and issue the checks.” The new authority
invested in workers, he predicted, will transform the
culture of welfare offices.

Robert A “Buz” Cox I1I, director of social services for
the city of Charlottesville, said some of the efforts afoot
do require that caseworkers be allowed wide latitude.
“Some agencies may be reluctant. But you have to fee]
you hire good professional staff, train them well, then
trust them.™ he said.
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‘I‘hebigfurlnmymindinﬂutyoueouldgetmany
personsl decisions based upon a personal dislike of the
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m or sitpply overwheimed from “dealing dey
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Whethercauworkmhmmetmnhgand time to

bandle the new demands has'comé up in Utah, which
il:eglne::pemm:ntmgIouryeamasrownhmdrv'ltlua!xzed
plans to get every, welfm teupient movmg toward

iency, -

'Itlsnotevenmtheaameunwmewhmsexpectedoi
caseworkers” under the new individualized system, said
Robin Amold-Williams, director of the Utah Department
of Human Services. "Sonte of our staff have not been able
to make that transition.” -

Simsaidthemehasinvmd hmenmumnmgfor
those caseworkers who are struggling with the new
system, ard it is now more Likely to hire trained social
workers than it was in the past.”. .

‘Prim Burgie; a clinical eocialworkeremployed by the
" gtate of Utah, said she frequently sees caseworkers “from
the old school . ; Sonie people get into this kind of work
because it's a power trip for them. They get these poor
people in their office and put them down.”

And the system allows inconsistency, sald Gina Cornia,
]1 a welfare specialist at a Salt Lake City advocacy group

known as Utah Issues. She said some caseworkers are
| telling recipients they must quit school and find a job,
+ while others are allowing recipients to stay in school
without losing benefits.

*They’re telling them anything they want to tell them,”
Cornia said.

That new power rankles Sara Wethall a 44-year-old
mother who has been on welfare since 1993, when she
and her busband divorced. Wethall, who has physical
disabilities that Limit her movement, just eamed a

degree and wants to finish college’'and become a
teacher. She said her caseworker initially told her she
might be able to continue, but since has indicated she
must find a job.

“Torip itawayand 8ay ‘you take a minimum wage job
.seems absurd,® she said. "You can't go any funher
withoitt a bachelor's.”

Also, her caseworker lias said the state would continue
to subsidize her child.care and medical coverage for.
three years while she is' working. But if she could
complete college, she argued. 1 could be completely off
the system in two years.”

But that same lnnd of broad discretion aifowed Lori
Charboneau the time she needed to pull together
psychologically and find ajob.

Charboneau, a 34year-old single mother, said she
went through a period of “bad, deep depression,” when.
“all 1 could do was to get out of bed.” Her caseworker tiid’
| her she could stay on welfare and postpone work While.

she received therapy.

! Soghebegan taking a drug to ease her depregsion anq,,

for about 18 months, she saw her counselor once a week,,

Eventually, she found an accounting job with the state
and now is off welfare, but still receives a housing subsidy
and help with child care. -

“I wouldn't be where 1 am today™ without the time for
counseling, she said,

She figures even if she had been able to find work
during that time, she would stll be suffering from
depression. “I would be worse off.”
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PRESIDENT WILLIAM J. CLINTON
RADIO ADDRESS ON DECREASED WELFARE ROLLS
THE WHITE HOUSE
JULY 4, 1997

Good moming. We come together this weekend to celebrate Independence Day, our
national heritage, and the fundamental values that unite us as one America: In America, everyone
should have an equal chance to succeed. And everyone has an obligation to work hard, to give
something back to their community, to earn in each generation the freedom that our Founders
established.

These are the values that have guided our effort to end welfare as we know it. Today, I
want to talk to you about the progress we have made over the past four and a half years, the
changes now underway, and what we must all do to make sure that welfare reform honors those
values, too. ‘

For four years, my administration has been committed to putting an end to the old welfare
system that trapped too many families in a cycle of despair. Working with the states we launched
welfare reform experiments that brought nearly 75% of all welfare recipients under new rules
that emphasize work and responsibility.

Then last summer, I signed historic legislation that revolutionized welfare. It was a
dramatic step, but we knew that the time was right to put an end to a system that was broken
beyond repair. This week, that old welfare system came to an end. Now a new system based on
work is taking its place. This system demands responsibility, not only from the people we are
requiring to work, but from every American.

We knew last August that the new welfare reform law was not a guarantee, but a bold
new experiment. And so far, our experiment is working. I am pleased to announce that today,
there are 3 million fewer people on welfare than there were on the day I took office -- a
remarkable 1.3 million since I signed welfare¢ reform into law. And a new stud
Federal Reserve Bank of San Francisco shows that 500,000 single mothers hayeTjo
market since I signed welfare reform into law last August. W et

We have proven that we can begin to put an end to the culture of dependency, and elevate
our fundamental values of family and work and responsibility. Now we must continue to work
together to meet our goal of moving one million more people from welfare to work by the year
2000.



Since I took office, the economy has added 12.8 million new jobs -- and economists
believe that we will continue to produce the jobs we need to meet our challenge. But even so, it
will not be easy. Some of the people who must move from welfare to work have poor job skills;
some have never worked before; still others live in struggling communities, far from jobs. We
cannot let these problems become barriers to our success -- instead, we must do everything we
can to remove the barriers to work.

The national government will do its part. First, the balanced budget agreement we
reached with Congress in May provides $3 billion for welfare-to-work efforts all over the
country. It gives private employers tax incentives to hire long term welfare recipients. [And [
believe that every one of those new workers should earn at least the minimum wage and receive
the protections of existing employment laws.]

Second, we must help welfare recipients get to the new jobs which are overwhelmingly
located in the suburbs. That is why I recently proposed legislation that provides $600 million to
help states and local communities devise transportation strategies to move people rgwe from
welfare to work.

Third, we must make sure that mothers who must now go to work have good child care
-- and adequate health care -- for their children. That is why [ made sure that the welfare reform
bill includes $4 billion in child care assistance. And that is why I fought for the balanced budget
agreement to extend health care coverage to millions of uninsured children.

States must also do their part. From this week on, every state must have a place in plan to
move people from welfare to work. Many of these plans are already working. Wisconsin and
Florida are significantly increasing their investment in child care. In Oregon, they are providing
health care and transportation support for welfare recipients, and subsidizing public and private
sector jobs with money that used to pay for food stamps and other aid. And today, [ want to
encourage every state to use the authority the welfare reform law gives them, and take what had
been welfare checks and turn them into paychecks.

But as much as the national and state goverments can do to move people from welfare to
work, we know that the vast majority of the jobs must be created by private business. The most
lasting way to bring people on welfare into the mainstream of American life is with a solid job in
a private business. To every business person who ever criticized the old system, I say: the old
system is gone. And it is up to you to help make the new system work.

This Independence Day, all Americans should be happy that 3 million of our fellow
citizens are off the welfare rolls. As we celebrate our nation’s past and the values that unite us,
we must look forward to the future, and redouble our determination to put an end to the culture
of dependence.

Thanks for listening.



PRESIDENT CLINTON ANNOUNCES PROGRESS ON
MOVING PEOPLE FROM WELFARE TO INDEPENDENCE

Today, in his weekly radio address to the nation, President Clinton cited

new data showing that welfare caseloads have declined by more than 3.1
million or 22% since he took office in January 1993. The President also
marked the July 1 implementation of the historic welfare reform law he
signed last year, announcing that all states now have been certified to

move forward with their plans to move more people from welfare to work. In
celebration of Independence Day, he urged all Americans to do even more to
fulfill the promise of welfare reform and help welfare recipients achieve
self-sufficiency.

Moving Forward on the Promise of Welfare Reform

On Jul)r/\ 1 the historic welfare law that the President signed last August
went in to effect in every state, making work and responsibility the law of
the land. As the President announced today, the Department of Health and
Human Services has certified welfare plans for each state. In accordance
with the welfare law, all plans require and reward work, impose time limits,
and demand personal responsibility.

Even before welfare reform many states were well on there way to changing
their welfare programs to jobs programs. By waiving certain provisions in
federal statutes, the Clinton Administration allowed 43 states -- more

than all previous Administrations combined -- to require work, time-limit
assistance, make work pay, improve child support enforcement, and encourage
parental responsibility. Nearly 90 percent of states have chosen to

continue or build on their welfare demonstration project;approved by the
Clinton Administration. 73“1}

Largest Caseload Decline in 50 Years

According to the latest welfare caseload statistics released by the

President today, great progress has already been made in moving people

from welfare to self-sufficiency. The welfare caseload fell by 3.1 million
recipients from 14.1 million recipients in January 1993 to 10.9 million in

April 1997, a difference of 22% since President Clinton took office.
Forty-seven out of fifty states have seen their caseloads decline, many by

more than 25 percent. This is the largest welfare caseload decline in

fifty years and the lowest percentage of the population on welfare since

1970.

The President also discussed a new study by the Federal Reserve Bank ___
of San Franscisco, which found a dramatic increase in the number of

single mothers entering the workforce -- 500,000 more since the President
signed the welfare law in August. The study found that the percentage of single



women entering the workforce grew by 2.4 percent between July 1995 and July 1996, to an

annual rate of 6.5 percent since August.

In May, the Council of Economic Advisors (CEA) issued a report to explain
some of the reasons for the dramatic decline in the welfare caseload during
the last four years. According to CEA's analysis, over 40 percent of the
reduction in the welfare rolls can be attributed to the strong economic
growth during the Clinton Administration, nearly one-third can be
attributed to waivers granted to states to test innovative strategies to

move people from welfare to work, and the rest is attributed to other

factors -- such as the Clinton Administration's priorities to increase the
Earned Income Tax Credit, strengthen child support enforcement, and
increase funding for child care.

Maintaining the Commitment to Make Welfare Reform Work

The President has pledged to make welfare reform a success and help move a
million people on welfare into the workforce in the next four years. The
balanced budget agreement includes the $3.6 billion that the President
requested to help cities and states create and subsidize jobs for the

hardest to employ welfare recipients and to provide tax credits and other
incentives for businesses that hire people off welfare.

In addition, the President has enlisted key members of the business
enlisted key members of the business community and solicited pledges of
help from major CEOs and working to build a larger network of business
people who will hire welfare recipients. To help former welfare recipients
stay in the workforce and succeed, the Vice President has created a
coalition of civic groups committed to helping people retain jobs. The
Vice President is also overseeing the federal government's hiring
initiative, in which under the President's direction, all of the Federal
agencies have committed to directly hire at least 10,000 welfare recipients
in the next four years.

_



DRAFT - Questions and Answers for POTUS Radio Address 7/5/97
Q  Why do you think the caseload numbers are down?

A In May, the Council of Economic Advisors (CEA) issued a report to
explain some of the reasons for the dramatic decline in the welfare
caseload during the last four years. According to the CEA's analysis, over
40 percent of the reduction in the welfare rolls can be attributed to the
strong economic growth during the Clinton Administration,  nearly
one-third can be attributed to waivers granted to states to test innovative
strategies to move people from welfare to work, and the rest is attributed
to other factors -- such as the Clinton Administration's priorities to
increase the Earned Income Tax Credit, strengthen child support
enforcement, and increase funding for child care.

Question: If the welfare rolls were declining before the new welfare law, why did you
need to sign it?

Answer: The caseload reductions show why I signed the welfare law -- they’re the best
evidence that welfare reform works. As you know, this Administration granted
welfare reform waivers to 43 states so they could impose tough work
requirements and time limits and provide incentives that made work pay better
than welfare. The 20 percent decline in welfare caseloads since January 1993
shows that these kinds of actions work. With the new law, governors can expand
these welfare reform actions without having to petition Washington.

Q  What is the significance of the July 1 implementation date?

A Inaccordance with the welfare law signed by the President last
August, as of July 1 all states are now operating under the new Temporary
Assistance of Needy Families (TANF) program. Aid to Families with
Dependent Children (AFDC), the federal entitlement program for cash
assistance, is now over. Welfare is now a truly transitional assistance
program that requires work in exchange for time-limited assistance.

However, even before welfare reform many states were well on there way to
changing their welfare programs to jobs programs. By waiving certain
provisions in federal statutes, the Clinton Administration allowed 43

states -- more than all previous Administrations combined -- to require
work, time-limit assistance, make work pay, improve child support
enforcement, and encourage parental responsibility. Nearly 90 percent of
states have chosen to continue or build on their welfare demonstration
project approved by the Clinton Administration.



Related Q& As

Q . Why did the President urge Congress to apply the minimum wage to
welfare recipients in workfare or other subsidized employment programs?
Won't this make work more expensive for states?

A The President believes strongly that everyone who can work must work,
and everyone who works should earn at least the minimum wage and receive the
protections of existing employment laws - whether or not they are coming off
welfare. We will oppose legislation that flatly exempts welfare recipients from the
minimum wage law.

Q  The White House pledged to hire welfare recipients? Have any been
hired?

A [get from WH]
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To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EQP, Diana Fortuna/OPD/EOP, Elisabeth Stock/OVP @
OVP
cc: Emil E. Parker/OPD/EOP, Christa Robinsen/OPD/EOP

Subject: Engaging College Presidents

Emif and | had an interesting meeting today with the President of the University of Miami, Edward
Foote. He thinks universities are a great untapped rescurce for the welfare to work effort. Not
only are universities usually one of the largest regional employers, but they are well connected with
local leaders and have an army of possible student volunteers.

Foote had met yesterday with Eli and Lyn and was familiar with our efforts to mobilize the business
and non-profit sectors and he thinks that university presidents would respond to some sort of
similar effort. (I understand that the Welfare to Work Partnership is considering whether or not to
include large non-profit institutions in its fold. However, Foote thought that an effort more clearly
targeted on universities which would recognize their roles as more than just employers might be
more effective}.

| think this is worth pursuing. Foote will be meeting during the next several days with some of his
counterparts, and he'll try to get a read from them of their interest. We may then want to sit down
with the rele\ig_rLt_Mtion {American_Council on Education) and think about scheduling a
working session with the President or Vice President for sometime in the fall. What do you think?




i 4 Bruce N. Reed
' T 06/24/97 04:57:08 PM

Record Type: Record

To: Cynthia A. Rice/OPD/ECP

cc: See the distribution list at the bottom of this message
Subject: Re: Engaging College Presidents li"

Good idea. | always liked Jonathan Alter’'s proposal that colleges should take work-study students
out of the kitchens and libraries and make them tutors in their communities, and then hire people
off welfare 16 o those entry-level jobs on campus.

Message Copied To:

Elena Kagan/OPD/EQP
Diana Fortuna/OPD/EQP
elisabeth stock/ovp @ ovp
Emil E. Parker/OPD/EOP

Christa Robinson/OPD/ECP
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Prospects Dim
For ‘Workfare,’
A Study Shows

Mountain, Sun Belt States
To Create Lots of Jobs:
Northeast Will Struggle

By FREDERICK ROSE
Staff Repeorter of THE WALL STREET JOURNAL
Despite the nation’s current economic
strength, most states won't generate
enough low-skilled employment to absorb
the welfare recipients expected to need

work this year and in 1998, according’

to a forthcoming study by Regional Finan-
cial Associates.

Just 13 states, led by fast-growing
Nevada. will provide sufficient jobs to
meet projected employment requirements
imposed by welfare reform, while 21

states, including New York and California,

are expected t0 generate less than half the
needed positions, concludes the West
Chester, Pa., economic consulting firm.
The study, slated for publication later
this week. goes to the heart of a major
worry about welfare reform: As thg law
increasingiv requires that today’s recipi-
ents be employed, will there be jobs
for them? Regional Financial Associates’
state-by-state economic analysis finds
wide variations and, overall, raises ques-
tions about even a strong economy’s abil-
ity to bring forth the kind of low-skilled
jobs that welfare recipients likely can fill.
““The clearest finding is that only about
half of the welfare caseload targeted to
enter the work force over the next two
years will find an opening,” write authors,
Steven G. Cochrane, Toni Horst and So-
phia Koropeckyj. Other welfare recipients,
unable to find ordinary, business-gener-
ated jobs will require special government

and private industry-supported programs,

the authors conclude. **What this means is
that different states are going to be
learning very different lessons and going
through very different processes in wel-
fare reform,” Mr. Cochrane said in an
interview.

Eleon

States’ expected experience with so-
called “workfare" needs, where recipients
must work to be eligible for support, as
well as some legal immigrants who are
being removed from welfare rolls, is af-
fected by two trends: the projected local
job growth and the states’ recent welfare
caseload. :

The fast-growing Mountain and Sun
Belt states, with relatively small welfare
caseloads, generally will fare well, accord-
ing to the study. Nevada, for instance, is
expected to provide more than three times
the number of jobs it needs to put welfare
recipients to work. Utah and Idaho are
projected to produce double the jobs they
need. “These states may need to do little
more than act as an employment agency,”
said Mr. Cochrane, who. is direcfor of
regionai forecasting at Regional Financial
Associates.

But major, welfare-heavy states, many
in the Northeast, will have a much harder
time, the study says. New York, for exam-
ple, is projected to create just 13% of the
jobs it needs for weifare recipients. Rhode
Island will have just 15% of the needed
jobs and Pennsylvania just 33%. On the
West Coast, California, with the nation's
largest welfare population, is expected to
come up with just 42% of the jobs needed.
“'These states will need to do far more,”
says Mr. Cochrane, “‘with training and
special job-creation programs, as well as
job placement.”

Regionai Financial Associates did the
analysis by matching government data on
state welfare. caseloads and estimated

new-job needs with its own projections of-

employment growth for each of the states.
While considerable research has been
done on many facets of welfare reform, the
consulting group’s study appears to be one
of the few anaiyses of state-by-state job
prospects for welfare recipients.
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FCC Lawyer, Economist Nominated to Agency Seats

WASHINGTON (AP) — The chief law-
ver for the Federal Communications Com-
mission and an economist for a House
committee were nominated by President
Clinton to seats on the FCC.

Clinton nominated FCC General Coun-
sel Bill Kennard to 2 Democratic seat that
will become open in June. Harold Furcht-
gott-Roth, the House Commerce Commit-
tee's chief economist, was appointed to a
Republican seat that has been vacant for
more than a year.

The nominees, who are subject {0 Sen-
ate confirmation. have the backing of
Senate Majority Leader Trent Lott (R..

mittee; and Rep. Billy Tauzin (R., La.},
chairman of the House Commerce sub-
committee on telecommunications.

Since Mr. Kennard joined the FCC as
general counse! in 1993, the commission’s
win record in a federal appeals court
here, where the vast majority of FCC
challenges end up, went up o 85% from
55%. Mr. Kennard would replace Com-
missioner James Quelle who is retiring in
June after 23 years. .

Mr. Furchtgotf-Roth played a key role
in crafting a telecommunications law en-
acted in 1996 that substantially deregu-
lated the telephone, cable and media in-
dustries. He would fill the seat vacated by

Justice Department
Urges Courtto Hear
Harassment Case

By EpDWARD FELSENTHAL
Staff Reporter of THE WALL STREET JOURNAL
WASHINGTON — The Clinton adminis-
- tration urged the Supreme Court to rule
that federal law bars workers from sexu-
glly harassing members of their own gen-
er,

The justices had asked the .Justice
Department. for its advice on whether to
hear a case brought by an oil-rig worker
who claims he was harassed by his
male supervisors. The main federal job-
discrimination law clearly forbids harass-
ment of workers of the opposite sex. But
appeals courts are divided about whether it
also applies to same-sex harassment.

Last week, the department filed a

Miss.); Sen. John McCain (R., Ariz.),
| who heads the Senate Commerce Com-

brief that not only encouraged the court to
hear the case but 2lso argued that the law
protects all emplovees from sex discrimi-
nation, regardless of their gender or sex-
ual orientation. For example, the depart-
ment said, the law may be violated “‘if
male supervisors are abusive toward male
employees, but polite toward female em-
ployees.”

Some labor lawyers say the administra-
tion has stretched the law, Title VII of the
Civil Rights Act of 1964, well beyond its
purpose. “'It's a far cry from ensuring that
men and women are treated fairly at

-work,” said Dave Duddleston, a law-

ver at Jackson, Lewis, Schnitzler & Krup-
man in Minneapolis. Under the adminis-
tration’s approach, he said, ‘every worker
is now automaticallly a member of a
protected class.”

The Justice Department says its inter-

.pretation is based on the “'plain language”

of the statute and prior decisions of the
Supreme Court, "'If Congress had meant to
limit the reach of Title VII to discrimina-
tion against the opposite sex, it easily
could have s:aid s0,” the department ar-

THE WALL STREET JOURNAL
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Andrew Barrett in March 1996.

gues, Title VII explicitly forbids discrimi-
nation on the basis of sex; courts have
interpreted that provision to include sex-
ual harassment. '

The case was filed by Joseph Oncale,
who worked at-an offshore drilling site by
Sundowner Offshore Services Inc. He
claims that supervisors restrained him
several times while another worker sexu-
ally harassed him and that he had to quit
out of fear of being raped. The company
and the other defendants deny any harass-
ment took place.

A lower court threw out Mr. Oncale's
case, ruiing that Title VII doesn’t cover
same-sex harassment, and .the federal
appeals court in New Qrleans agreed.

The Supreme Court is likely to decide
whether to take the case within the next six
weeks. (Oncale vs. Sundowmer)

N
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D.C. 20201

MAY 16 1997
Q7 WAY 20 puBI06
MEMORANDUM FQOR THE PRESIDENT

SUBJECT:  State Use of “Excess” TANF Funds

Recent news stories have asserted that states have “excess” or “surplus” funds available to them
under the new Temporary Assistance for Needy Families (TANF) block grant created by the
welfare reform legislation. In fact, many states are receiving more federal funds in Fiscal Year
(FY) 1997 under TANF than they received in the previous year under the predecessor programs
(Aid to Families with Dependent Children (AFDC), Emergency Assistance (EA), and the Job
Opportunities and Basic Skills (JOBS) Training program), largely due to setting the funding at
historically high levels followed by dramatic caseload decreases. However, these extra ﬁmds\’are
distributed very unevenly across states and may be only a first- and possibly second-year ’
phenomenon. Given our commitment to moving welfare families to self-sufficiency, we must

./ take advantage of every opportunity to urge Congress and the states to view these resources not
as a “surplus,” but rather as essential for making critical early investments to enable welfare
families to transition to work.

We all must use every available occasion to strongly encourage states to invest these federal
resources (along with state Maintenance of Effort resources) to support the welfare-to-work goals—
of the legislation. Based on what we know so far about the costs of reaching and serving the

most disadvantaged welfare families, we need to ensure that states and cities receive the

additional welfare-to-work resources provided in the new budget agreement, and states need to
invest wisely to prepare all welfare families for self-sufficiency within the time limits in the

statute.

The purpose of this memorandum is to:

. explain what we know now about the level of resources available to states for investment
in welfare reform under TANF;

. describe what we know at this interim point in state legislative sessions about the choices
that state legislatures are currently making about the use of these resources, and provide
some examples both of promising state choices that seem likely to attain the goals of the
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA), and of
less promising choices that could undercut those goals;

. argue that achieving the goals of welfare reform, especially in high unemployment areas
like inner cities and rural areas, requires both the additional welfare-to-work resources
and tools provided in the new budget agreement and that states invest wisely the federal
and state resources available to them; and
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. highlight what you can emphasize in your speeches and meetings about this issue.
Resources Available to States

Since January 1993, the number of welfare recipients has dropped in nearly all states. However,
the reductions have not been uniform, and the financial impact varies across states. Table 1
shows that all but four states have a smaller number of welfare recipients now than they did in
January 1993, with 36 states experiencing at least 20 percent reductions. The welfare reform law
provides fixed federal funding at historically high levels for child care, work programs, and other
assistance; for FY 1997 TANF funding exceeds FY 1996 funding for AFDC and related
programs by about 10 percent, or $1.5 billion. While the great majority of states are receiving
more money under TANF than their combined federal funding for AFDC, EA, and JOBS in FY
1996, as Table 2 shows, 24 states are receiving only a modest increase, and seven states are
actually receiving less federal funding.

States experiencing sizeable reductions in welfare caseloads and funding increases under TANF
that have already made substantial investments in work and child care are in an especially good
position to continue the historic transformation from welfare programs to job programs. On the
other hand, states that have experienced smaller caseload reductions, have low benefit levels, or
have unmet needs for supportive services face a tremendous challenge.

Child care is one of the most important services that families need in order to work. As TANE’s—
work requirements (both participation rates and hours) increase, states must make more child —~
care services available. Investments are also needed to provide child care for the working poor in
order to enable those parents to sustain their employment and to ensure continuity of care for the
children whose parents are making the transition from welfare to work. The PRWORA provides
separate and enhanced funding to states for child care that allows them to pay for child care in
any of a variety of ways: out of the Child Care Development Fund (CCDF), by transferring (up
to 30 percent} TANF funds into the CCDF, or by paying for child care services directly out of .
TANF. States can also use their own state money on child care. Despite the child care funding
increases, resources still may not be sufficient to meet the needs of both transitioning and low-
income working parents. We will advise you as we get closer to the next budget cycle about the
unmet child care needs and our decp concerns about quality standards.

There also are other important areas in which states must maintain or enhance their investment to
help recipients move from welfare to work. One critical area is job creation and partnerships
with the private sector, including subsidized workfare positions. In addition, it is generally

"~ accepted that after the most employable recipients have made the transition from welfare to .

work, the remaining adult participants will have more barriers to self-sufficiency and will require
more intensive services. These supportive services run the gamut from expanded job readiness
and job search programs, public sector jobs, literacy programs, and intensive case management
services, to drug testing and treatment, services to address domestic violence, accommodating
populations with special needs such as mental and physical disabilities, and rural transportation.

|
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States are required to maintain only 80 percent (or 75 percent if the state meets its mandatory
work participation requirements) of historic expenditures. Because the law permits states to
disinvest up to 25 percent of their prior expenditures on needy families with children, there is
some risk that some or all of these “surplus” funds will simply be used to substitute for state
dollars, thereby effectively reverting to state treasuries. The initial choices that states make in
spending their TANF funds and in providing child care and other supportive services to families
are critical to their success in moving families from welfare to work and to the overall success of
welfare reform.

What We Know

It is still too early for the Department to have a full picture of how states will decide to use these
“surplus” funds. Many states have not yet made the funding and program design decisions that
will shape their TANF programs, but from what we can tell now most changes are mcrcmental
Many states appear to be basing their TANF programs on their welfare reform waiver
demonstrations or the AFDC program, without making significant program design changes at
this point. Therefore, from a budget perspective, most states are assuming that they will have to
spend a certain amount of TANF money on cash assistance and existing job training programs. It
should be noted that few state legislatures have completed their sessions for this year, so the
information we do have on allocation of funds comes from several different stages in the
decision-making process and may represent only preliminary steps in that process. Reports from

the Department’s Regional Offices and other sources have given us some information about what .
some states are proposing to do with “excess” TANF funding. Enclosure A includes a fuller =

discussion of the early information we have on state decisions and the critical investments they
are making to spend “excess” TANF funds.

Welfare-to-Work Programs and Child Care: 1t is widely acknowledged that helping recipients
move from welfare to work often requires up-front investments in training and supportive
services. (Enclosure B provides some information on the costs associated with operating work
programs and providing child care services. It should also be noted that the Congressional
Budget Office (CBO) estimated that the state costs of meeting the PRWORA work requirements
were underfunded in the TANF block grant. If the CBO were to re-estimate the costs of the work
program, it is likely that the shortfall would be considerably smaller, given the larger-than-
expected caseload decreases.) Many states are assuming that, as time goes on, the remaining
adult participants will have more barriers to self-sufficiency than those who have already made
the transition from welfare to work, and that such recipients will require more intensive services.
As a result, states are also considering spending more money on drug testing and treatment,
intensive case management services, rural transportation, job preparation, job training, and public
~ sector jobs. Many states are also considering putting more money into child care services,
although it is not yet clear if this represents simply the increased CCDF allocations states
received under the PRWORA, plans to spend state “maintenance of effort” (MOE) dollars on
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child care, or shifts of TANF welfare funds for additional child care fundmg We all need m

Other TANF Purposes: States are also looking at the broad flexibility they have under the TANF sz wnx?
block grant and are considering other types of programs, including juvenile justice and other

services formerly funded under the Emergency Assistance program, housing and nutrition

programs, teen pregnancy prevention initiatives, energy assistance, family planning, fatherhood

conferences, and transfers to the Title XX social services block grant to offset previous federal

reductions.

Rainy Day Funds: Notwithstanding the availability of the contingency fund, state allocations are

fixed regardless of the state of the economy or caseload trends. Therefore, a number of states are
considering building a reserve in the event of a recession, since there is no requirement that states
spend their full federal allocations in the fiscal year in which they become available.

Services to Immigrants: Under the welfare law, qualified aliens are banned from receiving Food
Stamnps and SSI benefits, and qualified aliens who arrived in the United States after August 22,
1996 are banned from receiving assistance from federal TANF funds for a pericd of five years.

A number of states have indicated that they expect to continue benefits for such aliens

nonetheless, using state funds. States also have the option of continuing TANF benefits for
immigrants who arrived before the bill’s enactment. Only Alabama, South Carolinaand = . .
Wyoming have indicated that they will pot be continuing benefits for these aliens.

Choices that Undercut the Goals of PRWORA: Not all states, however, intend to reinvest their
savings in welfare-related services or assistance for immigrants. In addition to authorizing
federal TANF funding, the welfare reform law requires states to maintain a certain level of
historic effort (MOE) in order to access the TANF block grant. Both TANF and MOE funds
must be spent to provide assistance to needy families with children and to promote job
preparation and work, among other purposes. Some states are treating the difference between the
MOE requirement and the amount they would have spent in the absence of welfare reform as a
general surplus, to be used for any purpose they desire. Proposed uses include dividing the funds
bétween the state and local governments for unrestricted spending, allocating them to the state’s
general fund, and replacing state spending on child protection services and the elderly. The state
funds thus freed can be used for any purpose including underwriting a tax cut, which has already
becn proposed in several states.

- Do States Need More Funding?

In contrast to the increased child care funds and “excess” TANF funds many states currently have
available, other provisions of PRWORA cut funding and increased demands on states. The new
law significantly reduced federal funding for other programs serving low-income populations, in
particular legal immigrants. It established increasingly tough work requirements within a

AR
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framework of time-limited federal assistance for needy families with children. The requirement
that families to achieve self-sufficiency within five years or less presents a tremendous chalienge
to states and demands a commitment to making critical investments as early as possible.

Moving families from welfare to work requires increased state investments in critical services
such as child care, supports and subsidies for work, services to address barriers like substance
abuse and domestic violence, literacy programs, expanded job readiness and job search programs
and expanded case management. Some states have an especially great need for supportive
services, have experienced smaller reductions in caseloads, or have other special circumstances
(like inner city or rural areas of high unemployment and poverty or large numbers of noncitizen
residents) which might necessitate costly investments in economic development or
transportation. In addition, since the 80 (or 75) percent MOE requirement is based on FY 1994
expenditures, some states that have experienced significant caseload reductions since 1994
potentially could be required to commit larger sums of state funds under TANF than they would
have spent under the predecessor programs. The wide variation in benefit levels across states (as
illustrated in Table 3) highlights the difficulties some states will face. Clearly the states with

-higher benefit levels and a history of greater state effort on low-income assistance have more

capacity to invest in additional services to help families move ﬁ'om welfare to work and sustain
their employment.

States muist begin now to make front-end investments if they are to have in place the programs
they will need to move large numbers of single parents from welfare to work in the later years,—
when participation and hours of work requirements are higher and populations begin reaching ™~
state time limits. States must also obtain unprecedented commitment from business, non-profit

organizations, and religious institutions. The ed “excess”
ay be t available to all sta
Getting Out the Message

The new budget agreement will enable us to ensure that needed funding is available to states and
communities to achieve the goals of welfare reform, especially in areas with high unemployment.
Three initiatives included in the new budget agreement have been and continue to be particularly
important: enabling welfare families to transition to work, restoring unacceptable cuts in benefits
to immigrants, and providing support for low-income working families to sustain their
employment. As a result of your efforts, states and communities will have $2 billion over the
next five years to spend on wage subsidies and job creation and retention activities to help the
hardest-to-employ long-term welfare recipients find and keep jobs. An additional $500 million is

. available in the form of tax incentives to employers to create job opportunities for long-term

welfare recipients and able-bodied childless adult food stamp recipients who face work and time
limit requirements. Legislation to fulfill your goal of moving people from welfare to work must
include the grants and tax incentives necessary to support states, cities, and the private sector in
creating job opportunities for the hardest to employ ‘welfare recipients.
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The budget agreement will also protect the most vulnerable populations of legal immigrants --
children and individuals with disabilities - from the restrictions placed on their receipt of
Medicaid and SSI benefits. It helps to protect a minimal safety net for the most needy legal
immigrants and supports our immigrant traditions and protects public health.

We are already taking the lead in reducing the number of children without health insurance, and
this is one of the most important things we are doing. Twenty-three states currently have
expanded transitional Medicaid benefits through waivers, some by extending the period of
eligibility beyond 12 months and others by expanding who is eligible. Four additional waiver
requests are under review, including two new states. In addition, the new budget agreement
expands health coverage for millions of uninsured children, including a new grant program that
provides additional dollars to supplement state efforts to cover uninsured children in working
families.

As I indicated earlier in this memorandum, it is a little too early to know how short the states are
on child care money. We are increasingly concerned about quality standards for child care. The
recent White House Conference on the Brain highlighted the need for substantial quality
investments and high standards. The White House conference planned for later this year will
focus on quality child care.

We need your help to encourage states to make the right decisions for their needy citizens and
taxpaying citizens alike. Your achievement of the recent historic budget agreement presentsa_ .
particularly opportune time to take the lead and through your speeches and meetings with public
and private sector leaders to encourage all states to make the serious investments that are needed

to help move families from welfare to work and sustain their employment. These investments

will require not only effective use of federal funding (including the new funds provided through
the budget agreement) but also a commitment to continued state funding. The needs are great, as
are our opportunities o make a difference in the lives of the nation’s most vulnerable

populations -- welfare families, children without health insurance, and legal immigrants.

I am sending a copy of this memorandum to Bruce Reed. .

Enclosures



TABLE 1.

CHANGE IN WELFARE CASELOADS
Total AFDC/TANF recipients by State

Percent
change
State Jan.93 Jan.94 Jan.g95 Jan.97 '‘93-'97
Wisconsin 241,098 230,621 214,404 123,758 -49
Wyoming 18,271 16,740 15,434 10,117 45
Oregon 117,656 116,390 107,610 66,919 -43
West Virginia 119,916 115,376 107,668 68,600 -43
Indiana 209,882 218,061 197,225 121,224 _ 42
Okiahoma 146,454 133,152 127,336 87,144 -40
Tennessee 320,709 302,608 281,982 194,860 -39
Mississippi 174,093 161,724 146,319 108,365 -38
Massachusetts 332,044 311,732 286,175 207,932 -37
North Dakota 18,774 16,785 14,920 11,904 -37
South Carolina 151,026 143,883 133,567 97.146 .36
Alabama 141,746 135,096 121,837 - 91,569 -35
Kansas 87,525 87,433 81,504 57,528 -34
Utah 53,172 50,657 47472 35,442 -33
Michigan 686,356 672,760 612,224 460,793 -33
Florida : 701,842 689,135 657,313 478,329 -32
South Dakota 20,254 19,413 17,652 14,050 <31
Virginia 184,212 194,959 189,493 135,908 -30
Colorado 123,308 118,081 140,742 _ 87,074 ' =29
Kentucky 227.879 208,710 193,722 161,150 -29
New Hampshire 28,972 30,386 28,671 20,627 B -29
Ohio 720,476 691,099 629,719 518,595 -28
New Jersey 349,802 334,780 321,151 256,000 -27
Arkansas 73,982 70,563 65,325 54,751 -26
Maine 67,836 " 65,006 60,973 + 51,031 25
Montana 34848 35,415 34,313 26,294 25
Nebraska ) 48,055 46,034 42,038 35,490 . -24
Georgia 402,228 396,736 388,913 305,732 24
North Carolina 331,633 334,451 317,836 252,564 -24
Maryland 221,338 219,863 227,887 169,723 -23
lowa . 100,943 110,639 103,108 78,076 -23
Asizona : 184,119 202,350 195,082 151,526 22
Louisiana 263,338 252,860 258,180 206,582 22 .
Texas ) 785,271 796,348 765,460 625,376 -20
Pennsylvania 604,701 615,581 611,215 483,625 -20
Missouri 259,039 262,073 259,595 208,132 -20
Vermont 28,861, 28,095 27,716 23,515 -19
Nevada 34,943 37,908 41,846 28,817 -18
Minnesota 191,526 189,615 167,949 159,855 -17
Delaware . . 27,852 : 29,286 26,314 23,141 -16
llinots : 685,508 709,969 710,032 599,629 -13
Rhode Island 61,116 62,737 62,407 54,588 -11
New York 1,179,522 1,241,639 1,266,350 - 1,074,100 -9
Washington 286,258 292 608 290,940 263,792 -8
Idaho : 21,116 23,342 24,050 19,925 ]
. New Mexico 94 836 101,676 . 105,114 89,814 -5
Connecticut . 160,102 164,265 ) 170,719 155,578 -3
California 2,415,121 2,621,383 2,692,202 2,474,689 2
District of Columbia 65,860 72,330 72,330 67,871 3
Alaska 34,951 37,505 37,264 36,189 4
Hawaii 54 511 80,975, 65,207 65,312 20
United States 1/ . 14,114,992 14,275,877 13,918,412 11,359,582 20

1/ Includes Guam, Puerto Rico, and the Virgln slands.
Source: 1).S. Dept. of Health & Human Services, Administration for Children and Families, Office of Famity Assﬁstame.- AFDCITANF Flash Repost, January 1997,

ASPEglc : ; 08-May-07
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TABLE 2.

COMPARISON OF FEDERAL FUNDING FOR AFDC AND RELATED PROGRAMS
AND FAMILY ASSISTANCE GRANTS UNDER PRWORA

(in thousands)
Percent
FY 1996 Grants for Fy 1957 State Family increase from Increase from

State AFDC. EA & JOBS 1/ Assistance Grant 2/ FY 1996 Level FY 1996 Level
indiana $133,119 : $206,799 $73.681 553
Wyoming 14,969 21,781 6,813 455
Louistana 114,252 163,972 49,720 435
Tennessee 137,445 191524 54,079 393
Ohio 543,666 727,568 184,303 39
Dist, of Columbia 70,813 92610 21,796 0.8
Virginia 121,386 158,285 36,899 0.4
Massachuselts 353,060 : 459,371 106,311 301
West Virginia 87,683 110,176 22 493 2.7
Oklahoma . 118,234 148,014 2,779 2.2
Connecticut . 215,259 266,788 51,529 39
Mississippt 70,341 86,768 16,427 ' 2.4
Alabama $75,909 $33,315 17,406 29
Michigan 632,232 775,353 143,121 2.8
Minnesota 220,839 267,985 47,145 213
Utzh 64,695 76,829 12134 18.8
Qregon 142,045 167,925 25879 182
Texas 419,021 486,257 67,236 16.0
Kentucky 157,238 181,288 24,050 15.3
Wisconsin 276,357 318,188 41,831 151
Geoigla 288,410 330,742 42332 14.7
Kansas 89,753 101,931 12,178 136
New York 2,160,652 2,442,931 282,279 131
Florida . 497,539 562,340 64,801 13.0
Montana 40,391 45534 5,143 127
Arizona 197,754 22420 24,666 125
Vermont 42378 47,353 4875 T 1.7
Missouri 195,388 217,052 21,664 111
New Hampshire 4,677 38,521 3,844 11.1
Arkansas 51,854 56,733 4,879 ] 94
Alaska 58,665 63,609 4944 8.4
South Dakota 20242 21,894 1,652 8.2
Marnytand 214,292 229,098 14,806 6.9
Nevada 41,357 43977 2,620 63
Rhode Island i 89,479 95,022 5,543 62
South Carolina 94,401 99,968 5,567 59
New Jersey 383177 404,035 20,857 §.4
Maine . 74,786 78,121 3,335 45
Nebraska 56,014 58,029 2,015 36
Califomnia 3,622,756 . 3,733,818 111,062 .34
North Dakota 25,660 26,400 . 740 29
lowa 128,853 131,525 2672 21
Idaho 3,297 31,938 ‘ 641 20
Hawail 97,908 98,905 . 897 .10
Washington . 415,384 404,332 -11,053 27
lltinois 601,059 . 585,057 -16,002 27
North Carolina 312,630 302,240 -10,390 33
New Mexdco 132,129 126,103 8,025 46
Pennsylvania 770,008 719,499 -50,599 £.6
Delaware ’ 35,190 32,291 -2,899 8.2
Colorado 158,311 v 136,057 -22,255 -14.1
State Totals: $14,931,044 $16,488,667 $1,657,623 10.4

1/ Exchudes IV-A child cara, AFDC benefits includa the Federal shars of child support collections in ocder to be companble to the Family Assistancs Grant.
¥ Doca not includs additional funds suthorized under P.L. 104-327. :
Source; U.S. Dept. of Health & Human Services, Administration for Children and Families, Office of Financial Nhngu-na-lt

ASPEgle . 08-May-07
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TABLE 3.

Maximum AFDC Benefit for a Three-Person Family by State

July, 1996 .

State Schedule/Geography Monthly Annyal
Alaska Statewide $923° $11,076
Hawaii Statewide 712 8,544
New York Suffolk Co. 703 8,438
Guam Statewide 673 8,076
Connecticut Region A .- 636 7,632
Vermont Chittenden 633 7,596
California Statewide 586 7,152
New York New York City 577 6,924
Utah Statewide 568 6,816
Massachusetts Statewide 565 6,780
Rhode Island Statewide 554 6,648
New Hampshire Statewide 550 6,600
Washington Statewide 546 6,552
North Carolina Statewide 544 6,528
Minnesota Statewide 532 6,384
Wisconsin Urban 517 6,204
Michigan Region VI (Washtenaw Co.) 489 5,868
Oregon Statewide 460 5,520
Michigan Region IV (Wayne Co.) 459 5,508
Montana . Statewide . 438 5,256
North Dakota Statewide 431 5172
South Dakota . Statewide 430 5,160
Kansas Schedule 1 429 5,148
lowa ) Statewide 426 5112
New Jetsay Statewide 424 5,088
Pennsylvania Group 1 421 5,052
Maine Statewide 418 5,016
District of Columbia Statewide 415 4,980 e
New Mexico Statewide 389 4,668 ——
linols Group 1 377 4,524
Maryland Statewide 373 4,476
Nebraska Statewide 364 4,368
Wyoming Urban 360 4,320
Colorado Statewide ' . 356 4272
Virginia Group 3 354 4,248
Nevada Statewide 348 4,176
Arizona Statewide 347 : 4,164
Ohio Statewide 341 4,092
Delaware Statewide 338 ' 4,056
Idaho _ Statewide 317 3,804
Oldahoma Statewide 307 3,684
Florida Statewide 303 3,636
Missouri Statewide 292 3,504
Indiana Statewide : 288 3,456
Georgia Statewide 280 3,360
Kentucky Statewide 262 : 3,144
West Virginia Statewide 253 3,035
Virgin Istands Statewide 240 2,880
Arkansas Statewide : 204 2,448
South Carolina Statewide 200 2,400
Louisiana Urban 190 2,280
Texas - Statewide 188 2,256
Tennessee Statewide 185 2,220
Puerto Rico Statewide ', 180 2,160
Alabama Statewide 164 1,968
Mississippi Statewide 120 1,440

Source: Congressional Research Senice, Aid lo Families with Dependent Children {AFDC): ngmm‘]Beneﬁl Rules, July 1, 1996,

ASPEglc . 06-May97



|

ENCLOSURE A

EARLY INFORMATION ON
HOW STATES ARE SPENDING “EXCESS” TANF FUNDS-

Very Preliminary Indications

Information about how states propose to spend “excess” TANF funds is only preliminary. Most
state legislatures are working out their welfare reform plans now, and are at different stages of
decision making. Information from newspaper articles, state press releases, as well as early
reports from HHS Regional Offices suggest that many states are making investments in child
care, work programs, and supportive services while other states are putting money into less
“desirable” practices such as supplanting state funds with federal dollars. At this stage, it is hard
to get information on state expenditures and categories of spending. It is particularly difficult at
this time to determine whether states will be spending federal TANF monies or state maintenance
of effort (MOE) monies on an activity, and whether they are spending new monies or merely
supplanting state funds with federal dollars. The following material summarizes our early
information.

Welfare-to-Work Programs and Child Care

It is widely acknowledged that helping recipients move from welfare to work often requires up-
front investments in training and supportive services. Many states are considering putting more
money into child care services. Florida, Michigan and Tennessee reportedly are adding $60 ~
million, $44 million and $25 million, respectively, to child care. It is not yet clear if this
represents simply the increased CCDF allocations states received under the PRWORA or shifts
of TANF welfare funds for additional child care funding. Georgia’s budget includes $3.5 miflion
in federal TANF funds to hire additional staff to coordinate and determine eligibility for child
care services. Under the child care provisions of Wisconsin’s W-2 program, the state intends to
increase annual child care funding from $48 million in 1996 to $186.2 million in 1999. The state
has requested legislative authority to transfer $63.637 million from TANF to child care in 1998.
They believe that cash outlays originally targeted for assistance can, as a result of caseload -
decreases, be rebudgeted for child care, provided that their economy stays strong and their
caseload trends continue. Among all states, Wisconsin has had the largest percentage drop in
welfare caseloads. These state actions to increase child care subsidies may benefit the working
poor as well as welfare recipients. For example, the Wisconsin legislature is considering
expanding eligibility for child care by ralsmg income eligibility limits from 165 percent of
poverty to 200 percent .

In discussions with our Child Care Bureau, state officials have indicated orally that they are
transferring TANF dollars to CCDF in order to invest in child care. States appear to be spending
their own funds to draw down fully the CCDF funding as well. States report using these monies
for welfare families, quatity improvements and working poor families. Because of the multiple
demands on TANF dollars, it is worrisome when states spend federal TANF funds on child care

R
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in lieu of state funds or without first having drawn down all of the child care funding to which
they are entitled under the CCDF, which can be spent only on child care. If the Administration
makes a concerted push to have states spend their excess TANF funding on child care, the
message has to be that federal funds should supplement, rather than supplant, state funding
needed to access the CCDF.

States are also considering spending more money on drug testing and treatment, intensive case
management services, rural transportation, job preparation, job training, and public sector jobs.
California, Indiana, Maryland and Massachusetts are reported to be considering these
possibilities. These states are aware of the possibility that the remaining adult participants will
have more barriers to self-sufficiency than those who have already made the transition from
welfare to work, and thus that such recipients will require more intensive services. Georgia’s
budget includes $8 million in federal TANF funds to purchase job placement services for
recipients who have traditionally been hard to place. New York’s proposed budget would set
aside $42 million for client work activity assessments, medical examinations, and incentive
bonuses for local district performance, $45 million to expand work training activities, and $57
million for a variety of targeted initiatives involving work activities.

Other TANF Purposes

States are also looking at the broad flexibility they have under the TANF block grant and are
considering other types of programs. California is considering putting $141 million into juvenile
justice services formerly funded under the Emergency Assistance program. Indiana, whose
welfare caseloads have dropped more than most other states, plans to use MOE monies to create—
more positions for child welfare workers and to increase funding for employment and training
activities. Plans for the state’s TANF funding include rural transportation, energy assistance,
family planning, working with non-custodial parents, as well as employment services, child
care, and data collection. Connecticut reports planning to put $24 miilion of TANF funding into
programs such as housing and nutrition. Georgia’s budget includes $3.5 million from the
Indigent Care Trust Funds to implement teen pregnancy prevention initiatives in support of
welfare reform. Indiana is considering funding energy assistance, family planning, and
fatherhood conferences, among other services. .

Rainy Day Funds

Because TANF is a block grant, state allocations will not increase in the event of a recession.
Therefore, a number of states are considering building a reserve in case the economy cools down
and caseloads increase. While only actual expenditures of state funds can count towards the
TANF maintenance of effort requirement, there is no requirement that states spend their full

| federal allocations in the fiscal year in which they becoime available. Ohio, New York and
Vermont are three states that are reportedly considering saving significant portxons of their
“excess”’ TANF funds.



Services to Immigrants

Under the welfare law, qualified aliens are banned from receiving Food Stamps and SSI benefits.
Those qualified aliens who arrived after August 22, 1996 are banned from receiving assistance
from federal TANF funds for a period of five years. A number of states have indicated that they
expect to continue benefits for such aliens nonetheless, using state funds. For example,
Massachusetts has estimated that it will spend $26 million on legal immigrants who are not
citizens. In states with substantial immigrant populations, most notably California, continuing to
provide services to qualified aliens is expected to be a significant financial burden.

Other Purposes

Not all states intend to reinvest their savings in welfare-related services. Some are treating the
difference between their MOE requirement' and the amount they would have spent under prior
law as a general surplus, to be used for any purpose they desire. For example, the Governor of
New York has proposed to divide $416 million between the state and the local governments, to
be spent without restrictions. California is considering allocating $562 million over two years
into the state’s general fund. Texas’ Governor has proposed to use federal TANF funds and part
of the state’s required maintenance of effort expenditure to replace $190 million in state spending
on child protection services and the elderly. The state funds thus freed can be used for any
purpose including underwriting the Governor’s proposed tax cut.

- T——

[ —

1. Each state’s maintenance of effort (MOE) level is set at 75 percent of the state’s FY
1994 spending for AFDC, EA, JOBS and IV-A child care (80 percent if the state fails to meet
TANF work participation rates).



ENCLOSURE B

INFORMATION ABOUT COSTS OF
INVESTING IN WELFARE REFORM

It is difficult to estimate how much more it will cost states to operate welfare to work programs.
Since the mid-1980's, MDRC and Abt Associates have evaluated numerous work-oriented
demonstrations with relatively high participation rates, and the per recipient costs reported in
their major studies have varied as the table below shows. The gross per person costs to the
government range from about $2,200 (in FY 1997 dollars) under Florida’s Project Independence
to about $27,000 under the Supported Work program’.

Estimated Gross Costs* Per Person
for Selected Weifare to Work Programs

Program Period of Costs In 97 Dollars
Supported Work** (many sites) 27 months $26,938
Homemaker- Home Health Aide** {(many sites) NA 14,588
Grand Rapids JOBS (Labor Force Attachment) 2 years 4,915
Atlanta JOBS (Labor Force Attachment) 2 years ' 3,695
Riverside GAIN 2 years 3,299
San Diego SWIM 2 years | 2,272
Florida Project Independence 2 years 2,189}

Source; MDRC [the Homemaker-Home Health Aide project was evaluated by Abt Associates. ]

* Includes costs of job clubs, case managers, child care, and training. ** These costs include program
wages paid to participants, but do not include non-welfare agency costs. Costs shown in this table are for
single-parent AFDC recipients averaged across all experimental group members, mcludlng those who did

and those who did not participate in program actlvmes

It should be noted that while each of these programs produced significant increases in

- employment and declines in welfare outlays, these outcomes do not replicate the work

expectations and time limits of the PRWORA., Under the Riverside GAIN program which
produced particularly impressive results, only 23 percent of the program participants were
working and off AFDC at the end of the project’s three-year follow-up period, indicating the
challenges faced by these programs.

Some states have an especially great need for supportive services, have experienced smaller
reductions in caseloads, or have other special circumstances (like large urban centers, significant

. areas of rural poverty, Indian reservations, and pockets of high unemployment) which might

The Supported Work Demonstration provided work experience to hard-to-employ target
groups including long-term AFDC recipients. To help them achieve self-sufficiency, participants

worked in crews in closely supervised jobs with gradually increasing demands.



require that they make greater costlier investments in economic development or transportation.
The wide variation in benefit levels across states (as illustrated in Table 3) highlights the
difficulties some states will face. Under the AFDC program, the maximum annual benefit for
family of three ranged from $1,440 in Mississippi to $11,076 in Alaska. Nationally the cost of
a part-time child care slot is $3,160 a year; a full-time, full-year slot costs $4,406. In 11 states
and territories the cost for part-time child care is greater than the welfare benefit.

More than in its predecessor programs, TANF requires that states deal with special needs
populations. These include individuals who are substance abusers as well as those who are
victims of domestic violence. Over a quarter of the AFDC caseload inctudes adults with
disabilities and, under prior law, these individuals were exempted from the training and work
requirements of the JOBS program. States have never addressed preparing recipients with
disabilities for work including special case management, remedial services and accommodations.

o ——
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Diana Fortuna
05/30/97 07:15:41 PM

Record Type: Record

To: Michelle Crisci/WHO/EOP

cc: Elena Kagan/OPD/EQP
Subject: 1 million vs. 2 million in welfare drop by the year 2000

In general, the 1 million refers to the number of people we want to see go to work by the year
2000, while the 2 million is how much we want the welfare caseload to drop by the year 2000.
The 2 million includes kids, as well as the fact that people may leave welfare to get married. The
average family size is roughly 2.3-2.8, so these numbers are far from exact. You could say they
are rounded to the nearest million.

| am not sure we have always been precise in our language, so it's possible there are quotes out
there that appear to contradict this. But this is roughly our situation.



Working
k For My
© Weliare

By Donald Mackey

*

am a participant in New York
City’s Work Experience Pro-
gram, which requires welfare
- reciplents to work for thelir

v ) monthly checks and food

. stamps. 1 am a 55-year-old
divorced man with five dependent
children I want to support. I am
. ready and willing to work. I think the
city’s ‘program is basically fair,
though it has some problems that
need to be ironed out.

- I have had full-time jobs fnr mere
. than 35 years, earning as much as
 $47,000 a year. I have been an em-
ployment interviewer for- the New

Jersey Department of Labor, a con-

* trol-room Gperator for the Passaic

Valley Sewage Commission and an

. emﬁ%mem counselor at a prtvate
school in’ Manhattan. -

“. But-my life took an unfortunate

turn after a serious back injury. 1 lost

a job I loved — the one with the New

Jersey labor department. I ended up

. on drugs arid in & homeless shelter. I

. regret that chain of events, but ‘with

" the help of my church, counseling and

a writing ‘workshop, 1 quit cold turkey

and have been clean for three years. I.

rent a room tn a brownstone in Brook-
lyn and recetve $256 a month in wel-
fare and food stamps.

L -

“wellare statistic. 1 want more than

. -anything.to earn ‘an honest living:
.again, perhaps as a coordinator of -

church-related community pro-
grams. I have a lot to offer.
Looking for a decent job, [ sent out

" Donald Mackey lives in Brooklyn.

I do not want to be an anonymous.

Ehe Ncw ﬂork Cimes

THU RS,DA_Y, APRIL 24,1 997 .

‘many résumés, but got no response.

In' February, the Work Experience
Program assigned me and about- 30
other welfare recipients between the
ages of .20 and 60 to a sanitation
garage in Brooklyn. -

The first day, I was given a broom

- 'and a dustpan and told I would be

putting in 15 hours a week cleaning

- the garage. I.couldn’t hang up my -

coat because I shared a locker with

nine other crew members, and it was,

already jammed with bottles of - )
_more thanamile away.

cleaning soluticn, toilet brushes and
a plunger. The lock was broken. I
couldn’t put my bag lunch.in the
refrigerator because the fuu-ume

New York C1ty s
, programhas -
.some problems.

garbagemen had pad]ocked lt.

- Thé next day ! asked for a palr 6f

gloves, but they didn't have any.
When 1 said it was Important because
I had injured my hand at home, [ was
given a dirty, used pair, I was afraid
my hand would get infected. .
After a month, [ was told that 1
would be working 46 hours a week,
outside, sweeping the streets. When I
asked for a dust mask, 1 was told
they. were on order: 1 was issued an
army jacket, a knit cap and & new
pair of gloves but wore my own
sneakers because they were out of
boots. Each morning we walked with

our equiprnent to a cleaning area

the job force. The goal for 1899 is--

" will get and keep many New Yorkers

. sider experience or education. I wish -
‘it provided for age and skill. And 1

w?—"' We e wwL

'

THE PRESIDE?U?T HAS SEEN

The program is intended to help \
35,000 inexperienced workers: enter

100,000. It’s a great idea that I hope. -

off welfare. Yet in the rush to put
" peaple to work, confusion has ensued, - oo
Theworktarepmgramdoesntoon- ¥ -

wish-the hours were more consistent.,

Now, for example, I am worldng 2 :

hours a weelt, -
A woman [ know had to stop golng

- to college classés In order to get to -
her work assignment. A homeless

man didn’t come back to the garage -
because there was no place for him -~

to shower. Full-time sanitation work- .
ers fear and resent us because they _ -
are afrald we'll steal their jobs. S

. The Work Experience Program . °

. has gotten some things right. We can : : o
take ‘a day off to interview for jobs, ~
.as long as we present written verifi- - .

cation, and some supervisors seem

" to be sincerely trying to help. [ just

hope the program will turn out to be
a-concerted effort to aid those who
want to -work, not just a political . S
Band-Aid. (W] . : .

Foreign Affairs
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FEDERAL BUDGETARY IMPLICATIONS
OF THE PERSONAL RESPONSIBILITY
AND WORK OPPORTUNITY
RECONCILIATION ACT OF 1996

December 1996
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BOX 1.
COST OF MEETING THE WORK REQUIREMENTS

The welfare reform legislation requires that a large and increasing percentage of welfare
recipients participate in work or training programs. The Congressional Budget Office
{CBOQ) estimates that the cost of a work program that meets those requirements could
involve as many as 1.7 million participants by 2002 and could cost as much as
$21.2 billion over the 1997-2002 period (see the accompanying table). The estimate
assumes that states maintain a leve] of quality in their work programs similar to the level
that exists today, and that states do not attempt to avoid meeting the work requirements
by transferring a large share of their current caseload in the Aid to Families with
Dependent Children (AFDC) program to state-funded general assistance programs.
Because the costs of meeting the work requirements are high, CBO’s federal cost
estimate assumes that states are more likely to accept penalties than to meet the
requirements,

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(Public Law 104-193) does not specifically earmark any funding for work programs.
Instead, the costs of work programs are one of the allowed expenditures under the
Temporary Assistance for Needy Families (TANF) block grant. The block grant is set
at $16.4 billion a year—a level similar to recent federal spending on the AFDC, Job
Opportunities and Basic Skills Training (JOBS), and emergency assistance programs.
In 1994, federal and state spending on JOBS amounted to $1.4 billion. If states
continued to spend that amount on work programs, they would be underfunded by
$13.1 billion over the 1997-2002 period. States could spend a larger share of the block
grant on work programs, however, if they reduced other services.

The act prohibits a state from cutting off assistance for refusal to work if an
individual is the single parent of 2 child under age 6 and if suitable and affordable child
care is not available. As a result, a state must assist TANF recipients in obtaining child
care if it is to meet the law’s work requirements. The law provides $13.9 billion in
federal funds for that purpose; together with the states’ matching share, $24.0 billion
would be available for child care over the 1997-2002 period. In comparison, CBO
estimates that if states met the work requirements, the cost of providing work-related
child care would total only $18.9 billion over the same period. However, if states
provided child care to participants in work programs and maintained spending on the
Transitional and At-Risk Child Care programs, which the new law repeals, they would
have to spend a cumulative total of $25.4 billion.' CBO’s estimate assurnes that in order
to meet the work requirements of the law, states would have to pay all the costs of caring
for children under age 6 and most of the costs for older children.

1.  The Transitional Child Care program guaranteed child care for up to 12 months for families

12
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httachment #3  THE PRESIDENT Has SEER TRV WR - Wi
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MEMORANDUM TO THE VICE PRESIBENT/ 7 - - e

* FROM: Elaine
RE: LUNCH WITH THE PRESIDENT
DATE: 4/18/97

At his last Junch the President-asked you to ask me what states should be doing with the
windfall that they are going to get from welfare reform‘given that their allocation is based’ on
peak 1994 numbers and that their roles are fallmg

Heré are my thoughts. -~ .

There is a window of opportunity here in which this windfall must be used to reinvent
each state’s welfare bureavicracy. If the welfare bureaucracies survive as is until: 1) thereis
another economic downturn and the roles go up or until 2) the time-limits kick in and people face
- being taken off the roles, welfare reform will be Judged a fallure Right now the welfare
" bureaucracies spend most of their time and talent around 1. They see people, :
Mgﬂmw ey fill out forms. The primary mission around whwh the ’
- talent is orgamzed is intake.
In this interim period the welfare offices must make mvestments which will allow them . _
to help people get work and, as we get closer to tlme lnmts to dlagnose why some people simply * .
cannot work. : :

Here are a few strategies.

1) Automate the intake functlon There is no reason why people trained as 3001al
workers should spend their time on ehglblhty determinations. The laws have been simplified,
~ the regs have been simplified and the process is ripe for an interactive computer program which
( would allow people with community college level educations to do intake. AFSCME will not

like this but to'the extent that there is no net job loss and that the social workers are freed up to .

.actually work with people AFSCME’s opposition may drop off. (They always complain initially
but their track record of responding positively to reinvention in the states has actually been pretty
good ) ‘

2) Privati;e the easy work. As the'President poir_lted out in the Cabinet meeting, about
50% of welfare recipients are on welfare for only a short period of time. In addition, the recently -
completed study of the drop i in the welfare roles suggests that some portion of the hard core

p ight supports and incentives. It is this portion of

the welfare population that we know how to serve. Private companies hke America Works have

de¥eloped.the_nﬂcesmrgg_ams States should not be using their scarce resources to reinvent
the wheel. If there is a private, cost effective alternative they should use it. AFSCME will

probably not like this proposal but it is crltlcal in order for states to take the next step.

3) Desngn a dlagnostlc tool and a plan for those who hit the limits and cannot work.
: is the i ill face. From the earliest days of the welfare -~
reform task force we knew that at some point time limits would leave us with an irreducible core
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of welfare recipients who simply cannot hold a job. Social workers and experts I have discussed

this with indicate that these people will probably consist of hard core drug addicts, alcoholics,
people with various mental illnesses and people with marginal intelligence. No one can say what
percentage of the welfare population these people make up but the “guesstimates” range from

20% to 30%. Many of these pe0ple may qualify for other federal programs such as dlsablhty or
SSI.

For state governments the challenge will be to deal with these people in as fair and
humane a way as possible while building in safeguards so that people cannot “game” the system:.

"This diagnostic ability currently is not a feature of state welfare ofﬁces It will have to be built,

people will have to be trained. -

——

4) Move aggressively against fraud and abuse in-the SSI and Dlsablllty programs in
order to make room for welfare recipients whoraay, in fact, belong in these programs.

We know that these two programs are ﬁlled with fraud and abuse. Disability reviews are
. rarely.done and neonle who are on disability but can do other kinds of work are not required to

do other work or to be retrained for it.. Many regard disability as a lifetime pension. Moving to’
slear out these rolls is controversial and difficult. However, the exponential growth in both -

programs over the last decade supports the suspncxon that many people have found a good thing
and are holding onto it.

Taking this on may not be worth the trouble but for the inevitable fact, expressed in .
" Number 3 above, that many hard core welfare rec1p1ents may belong in these programs. If these
programs are straightened out before time limits kick in and if states can develop some type of
sophisticated and-fair diagnostic, then these prcgrams_sh_ould be able to accommodate welfare
recipients-who reach their lifetime limit. *




\y\/ COPIES FOR: Bruce
Elena

VRI Cynthia
THE WHITE HOUSE Lynn
WASHINOTON '

February 27, 1997

Dear Mr. Chalrman:

Thank you for writing to express your support for moving
people from welfare to work. 1In recent meetings with concerned
business leaders, I have had the unique opportunity to explore
ways to encourage the hiring of those newly off the welfare

rolls.

As you mentioned, one important incentive is the Work
Opportunity Tax Credit that we worked together to enact last
year. In addition, my recently released budget contains two new
initiatives to help those hardest to employ move from welfare to

work.

My Welfare-to-Work Jobs Challenge seeks to assist the States
in moving welfare recipients into lasting jobs by the year 2000.
It provides three billion in mandatory funding for job placement
and job creation, which states and cities can use to provide
subsidies and other incentives to private business. Under this
program, the Federal Government will also encourage states and
.cities to use voucher-~like arrangements to empower individuals
with the tools and choices to assist them in getting and keeping
good jobs. '

In addition, I have proposed the Welfare-to-Work Tax Credit
for private businesses, encouraging them to create new job
opportunities for long-term welfare recipients. This credit
would enable employers to claim a 50 percent credit on the first
$10,000 of annual wages paid to long-term welfare recipients for
up to two years. My budget alsc expands the existing Work
Oppertunity Tax Credit to include certain food stamp recipients
who, under my Administration’'s new food stamp proposal, would
face a more vigorous work requirement in order to continue
receiving food stamps.

These incentives are critical to making welfare reform work.
I share your desire that the jobs created by any new incentives
not displace those held by other low-wage workers and I will work
with you to prevent this from occurring. 1 encourage you to dive
our new employment incentives careful consideration as we
continue to work to achieve cur common goals cof moving people



The Honorable Bill Archer
Page Two

from welfare to work and creating additional jobs for all
Americans.

Please know that I have thoroughly enjoyed our recent
discussions and look forward to continuing our work together on
these and other issues of importance to the American people.

Sincerely,

The Honorable Bill Archer
Chairman

Committee on Ways and Means
House of Representatives
Washington, D.C. 20515
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The Honorable William J. Clinton JAN 13 1991
President

The White House

Washington, D.C. 20500 .

Dear Mr. President:

[ commend you on your efforts in forging a partnership with business leaders to emphasize
their role in helping to reform welfare. As we have learned, no one individual can single handedly
improve the lives of the poor -- it takes the entire country. Without those who can supply the jobs, we
cannot help those who need the jobs. Moving people from welfare to work is the number one priority
of the welfare bill, which Congress passedlast summer, and we need to get everyone involved.

As you speak with our nation’s CEOs tomorrow, I am sure you will let them know that in
return for the efforts to hire welfare recipients, Congress passed a law last year to provide them
with the Work Opportunity Tex Credit. This credit has been designed to help businesses hire
former welfare recipients and others in need by providing employers with a tax credit of up to
$2100 for each worker they hire.

Mr. President, involving the private sector in welfare reform is a key to its success. However,
we must proceed with caution. Welfare recipients should not be given jobs at the expense of the
werking poor who may not qualify for a corporate tax credit but who, nonetheless, still need jobs.

[ am sure you would agree that hard working people who never went on welfare should not be
displaced because a business will receive a tax break if it hires a former welfare recipient.

To avoid the problems that may be caused by employers replacing workers for a tax break,
you may want to consider the benefits of a broad-based cut in the capital gains tax rate as the fairest
way to help create jobs for people on welfare, and all working Americans.

I laud you for your work on this important topic and I look forward to our continued
cooperation in implementing the new welfare law.

Archer
Chairman
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OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503
March 3, 1997
Memorandum to: Gene Sperling
Bruce Reed

From: Ken Apfel %’\
Subject: Welfare to Work in the Balanced Budget Bill

1 need your concurrence on how we handle the “Welfare Jobs Challenge” in the Balanced Budget
Bill.

1 know that we are not being any more specific about the provisions of the “Welfare-to-Work
Jobs Challenge” than appears in the Budget. However, in order to score the 33 billion the 1998
Budget includes for this proposal, we need 1o include language in the Balanced Budget Bill. If
we don’t do this, there will be a $3 billion hole in the bill. Therefore, I propose including the
language below in the bill and in the section-by-section analysis for the Balanced Budget Bill.

The bill language is as spare as possible; it doesn’t even suggest the Secretary of Labor will
promulgate regulations to implement the program. The section-by-section analysis paragraph
also 1s bland, essentially repeating the language in the 'Y 1998 Budget (page 106, right hand
column), but not citing specific types of services, program structure, or who is targeted (i.c., the
“hardest-to-employ” are not cited).

Please let me know if you have any objections to this or changes you wish to make to the
language or explanation. We are trying to complete drafting by Thursday, so I would appreciate
a response as soon as possible.

Bill Language:
Subiitle D - Welfare-to-Work Initiatives

SEC. . For purposes of carrying out welfare-to-work initiatives --

(A) there are hereby appropriated to the Secretary of Labor, $750,000,000 for
fiscal year 1998; $1,000,000,000 for fiscal year 1999; and $1,250,000,000 for fiscal year
2000.

Section-by-section analysis:

SEC ____, Welfare-to-Work Initiatives. This section makes $3 billion in mandatory
funding available for the President’s proposal to help States and cities move one millien
welfare recipients into lasting jobs by the year 2000 through job placement and job
creation. More detailed legislative specifications for the program are not yet finalized.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MEMORANDUM FOR BRUCE REED

GENE SPERLING
FROM: Ken Apfel N
SUBJECT: Welfare-to-Work: Stenholm Proposal

As you know, the Administration will be including a $3 billion “placeholder” provision
in its Balanced Budget Bill for the Welfare Jobs Challenge. In addition, one of the five working
groups established by the Administration and Congress on the FY 1998 Budget will focus on
welfare issues. In all likelihood, any welfare jobs program will be developed in that group.
However, at the moment we have very few settled principles for our position on jobs issues
going into the working group sessions. Some in Congress are beginning to develop their
approaches.

Attached for your information, is a brief comparison of the outline (there is no bill
language yet) of Congressman Stenholm’s confidential Welfare-to-Work proposal to the Welfare
Jobs Challenge principles included in the 1998 Budget and the design issues discussed and, in
some cases, settled by the interagency working group on welfare jobs implementation last fall. I
think this matrix may help us determine our principles as we prepare for the working sessions
with the Congress. In the attached matrix, where the interagency working group did not resolve
an issue, the primary options are listed.

We should probably hold a White House meeting on this soon, possibly followed by a
meeting with HHS, DOL, and Treasury.

cc:  Ann Lewis
Elena Kagan
Cynthia Rice



Progtam Feature Stenholm ne in nt Administrati
(Budget Bill)
Responsible Agency | HHS DOL or HHS DOL
Appropriation FY FY FY
1998 -- 1998 $.750B 1998 $.750B
1999 $.350B 1999 $1.0B 1999 $1.0B
2000 $10B 2000 $1.250B 2000 $1.250B
2001 $1.1B 2001 -- 2001 -
2002 $1.125B 2002 - 2002 --
Total of $3.575 B in mandatory funding. Total of $3 B in mandatory funding. Total of $3 B in mandatory funding.
Funds available until expended. Carry-over | Available for obligation for 3 years. [In addition: $.552 B is provided for
and redistribution authorized. Outlays through 2002. tax incentives to hire welfare and
: certain Food Stamp recipients. $100
million per year for DOT transportation
services; $10 million per year for HUD
transportation demo.}
Allocation Formula Grants to States: Formula grant: No position.

56% based on relative share of TANF
recipients and Food Stamp recipients

covered by work requirements. 20%

State match required.

Performance Bonuses to States:
24% for performance bonuses to States.

Competitive Grants to Communities:
20% to communities for innovative
gro rams; no %_rant greater than $10M;

5% reserved for cities of less than

250,000, 25% for cities between 25,000
and 1 million, 25% for cities greater
than 1 million. No explicit relationship
to state plans.

$750 M each year 1998-2000, allocated
by formula to States based on
proportionate share of eligible
opulation (poverty and possibly other
actors). Funds flow through the State
by formula to the 100-150 cities with the
highest number of individuals in
goverty. States administer balance of
tate, or could designate a county to
administer where appropriate. Assumes
average expenditure of $2,250/person.

Performance Bonuses:

Balance of resources distributed to each
grantee based on the actual number of
successful placements up to maximum
planned, at $750 per successful
placement.

State, local
Administration

Limited to “7% of total spending by the lead
organization”.

No position.

No position.

However, Budget $6 million per year in
discretionary funds for DOL
administration.




Stenholm

Interagency Working Group

(Budget Bill)

State Plan

Required to agply for funds; submitted for

review to HHS and must:
1) Identify a public-private
administering entity;
2) describe activities for placing
\yell)fare recipients into private sector
obs;
3) z{ssure all recipients have job place-
ment voucher option;
4) describe coordination with other
programs; )
5) 1dentify population to be served;
6; identify areas to be served and assure
high poverty areas are targeted; -
7) include non-displacement
assurances; and,
8) certify administering entity will
consult with other jurisdictions and
programs.

Plans will be approved if they contain the
above,

States and eligible cities submit a three
year plan at the same time to the
Secretary. The plan must:

1) Describe linkage and leveraging
of other program resources,
especially TANF, that will
be used to achieve jobs goal;

2) describe stakeholder (CBOs,
JTPA, private sector, etc.)
participation in planning;

3) demonstrate satisfactory jobs
goal progress to get 2nd and 3rd
year formula grants;

4) include non-displacement
assurances and application of
other labor laws; and,

5) provide for public comment
gefore submission.

Relationship of the Mayor and the
Governor, unresolved.

Options: Since some Mayors will get
resources directly, to balance control

over the plans group considered:
. (Iv&

1) Consultation yor consults with
Governor but need not incorporate
comments);

2) joint responsibility (Mayors must
have Governor approval); or,

3) Required interaction (six-step
process to reach agreement, but Mayor
preferences hold in the end).

Federal role in plan approval, -
unresolved. Options considered:

1) TANF model (check for
com letenessJ,

2) JTPA model (Secretary approval}.

No position.




Program Feature Stenholm terage Current Administration
(Budget Bill)
State Application Application must: Included in State plan. No position.
lgCertify it needs additional funds to

meet participation rates or
employment for TANF/Food Stamp
recipients;

2) certify it has met performance goals in
the prior year (or if not, has a
corrective plan in place);

3) certify funds will supplement other
resources; and,

4) include number of projected private

sector placements.

Eligible Individuals Assumed to be TANF and Food Stamp Long-term welfare recipients, but No position in Budget bill.
Recipients. undefined. Options: All tied to 18
months on welfare plus an additional However, Budget cites “hardest-to-
factor such as lacking a diploma, employ welfare recipients.” [Budget,
residing in a high poverty area, etc. page 106.]
Use of Funds Allowable uses: Allowable uses: No position in Budget bill.

1) Job placement vouchers, redeemable
by job placement companies (or an
employer) after reciz)ient is employed
for nine months (25% at placement;
75% after emgloyed nine months);

2) contracts with job placement
companies or public job placement
programs (i.e. Riverside&;

3) up to six months of work supple-
mentation in private sector jobs;

4) grants to non-profits for job creation;
5) microenterprises; and, )
6) supportive services for up to six

months in private sector job.

Prohibited uses:
1) For matching;
§§ for displacement; and,
allowed on Native American
reservations and in areas with 50% or
more unemployment).

creating public sector jobs (exception:

Generally open-ended as long as plan
makes clear it results in successful job
placements. In addition, three broad
tylpes of activities cited:
) Proven models of f'ob creation
and placement including subsidies to
private companies;
2) Jolcais in expanded health care;
and,
3) jobs created through cleaning
up and rebuilding communities.

Prohibited uses:
1) Workfare (general, but not
unanimous agreement); and,
2) subsidized public jobs.

However, Budget cites “Job placement
and job creation... subsidies and other
incentives to private business...
voucher-like arrangements.” [Budget,
page 106.]




Program Feature

Stenholm

Interagency Working Group

. Administeati
(Budget Bill)

Performance Bonuses

Basic allowance of $2,000 for each
projected placement up to formula
allocation amount.

5 bonus options of $500 or $1,000 per
placement lasting nine months or more
(assumed). Bonus depend on such features
such as duration on welfare, low basic skill
level, unemployment level, etc.; $500
provided if eamings exceed 130% of poverty.

Maximum allowance per Elacement is
$3,000. State receives 75

front, balance awarded for each
successful placement to be defined in
terms of duration of job and tied to an
income threshold.

Performance %-ants awarded quarterly
beginning on October 1, 1998.

6 ($2,250) up

No position in Budget bill.

However, Budget cites “performance-
based” program. [Budget, page 106.]

Performance Goals

Secretary establishes for States including:
1) % of individuals receiving assistance
to be placed in private sector jobs;

2) retention; and,
3; earnings.

For the purposes of awarding the bonus,

the group considered:

D lglacement in a job lasting 1,000
hours over nine months.

2) An earnings standard of
“economic self-sufficienc
(wages plus EITC in relation to

overty level).

3) Only for unsubsidized jobs.
Payoff for placement in a regular,
unsubsidized public job unresolved.

No position.
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