THE WHITE HOUSKE
WASHINGTON

February 17, 1997 -
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MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
- " LYN HOGAN

SUBJECT: -

We bave been working with HHS to ce}z;zpile a series of estimates which you may find
useful as you talk about the challenges shead in welfare reform. The numibers are daunting, but
not as impossible as you might think.

" L Caseload Reduction, 1993-26

When you took office, there were 14.1 million people on welfare, including nearly 8
million adults. By Qctober 1996 (the latest figures available), the caseload had dropped to 11.9
million people, fewer than 4.3 million of them adults. The 2.25 million declmc (8 16%
decrease) is the largest caseload drop in history.

The decline is even more striking when you consider that the caseload did not 'pea'i;: uniil
Muarch 1994, when it reached 14.4 million (5.1 million adults) The caseload dropped 183%
between March 1994 and Octcbcr 1996, '

if these zrxt:nz:is hold, the totat decline from Janvary 1993 to Janvary 1997 should be more
than 2.5 million people and between 900,000 and | million adults.

No studies have been done to determine how much of the recent caseload decline is due
1o a good economy and how much o state welfare reforms. Historically, the food stamp
caseload has closely tracked the business cycle, but the welfare caseload has not. More than half
the welfare caseload has never worked; an economic downturn is not what landed them on
welfare. A CRS study of the surge in welfare rolls during the Bush years attributed most of the
increase to the rising number of births fo never-married mothers, not the 1990 recession,
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Over the last four years, the largest drops have come in states with the most aggressive
welfare reform experiments - inclading 40% declines in Wisconsin and Indiana. The past four
years have been a time of unprecedented state experimentation in welfare reform, and all the

‘tough talk from Washington on down has probably had some behavioral impact as well. {The
caseload drop was sharpest during the three-month period around the signing of the welfare law,
even though no recipient was affected hy the new law during that period.)

Still, it would be a mistake to give welfare reform all the'erédit for caseload changes over

" the past four years Virtually every state with a vigorous statewide effort has cut caseload by &

quarter or more. But some states did little or nothing to reform their welfare systems, and others
expcnment&d in oniy a few counties.

Four states had caseioad incmases between January 1993 and October 1996; Alaska,
Hawaii, New Mexico, and most important, Califernia, which has 20% of the national caseload.
In each state, 3 mix of factors is at work: None of them has done much statewide on welfare
reform, and each has experienced population growth, California was late to join the economic
recovery, and leads the nation in child-only cases - U.S.-citizen children of illegal immigrants
who are eligible for welfare because they were born here. :

il. Key Pacts abeai the Cascload

Bamily Size: The gverage size of g welfare family is 2.8 people. Moving 360,000 adults
off welfare will reduce the caseload by | miltion people.

; ed Recipients: HHS estimates that 86-905% of adult welfare reclpzcnzs are
capable {)f 302231:2 g lhe warkf&m{s The other 10-20% are considered unable to work because of
health, age, or severe mental or physical disabilities. .

111, Meeting the New Work Requirements

Under the new welfare low, every able-bodied adult is supposed to work within 2 years of
receiving benefits, (About 35% of current recipients have been on the rolis less than 2 years.) It
i3 up to the states whether to enforce that requirement. The only enforceable federal
requirements are the S-year lifetime limit on federal benefits and the work participation rates.

Time Limitg: Every welfare recipient now has a S-year lifetime clock, which begins
ticking when a state's new plan is certified complete, and stops every time the recipient goes off
welfare. States can exempt 20% of the caseload from the 5-year Himit, and use state dollars to
exempt others if they choose, Most recipients will take longer than § years to reach the S-year
limit, because all but the permanent underclass (about a quarter of recipients) cycle on and off the
caseload. Until we have a national time clock - which was envisioned in our 1994 bill, but not
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included 1n the final law -- some recipients alse may be able to circumvent the Efetime limit by
moving from state to state.

Work Patticipation Rates: Undet the new welfare law, states must have 25% of their
adult caseload in work activities in 1997, 30% in 1998, 35% in 1999, 40% in 2000, 45% in 2001,
and 50% in 2002 and beyond, But states get credit for people they move off welfare altogether
in the meantime. If a state’s caseload has dropped since FY 1995, the state’s work participation
rate is reduced accordmgly Effective work rates for this year arid beyond have already been
reduced 8% nationwide by recent declines in the caseload. (Many states have lowered their

caseloads and thetr effective work rates by twice zhat much A few haven’t lowered their

casefoads at all, } '

The following projections were calculated by HHS but are considered preliminary and are
under review, About a quarter of the adult caseload is exempt for 4 variety of reasons, primarily
the exemption for parents with children under one. By these estimates, states will be required to
put 1 million adults into work activities by the year 2000, and 1.1 miilion by the year 2002. That
number will be lower if caseload declines are greater thah projected. (’I‘%w current caseload is
already slightly smaller than the F Y2000 projection.)

FY 95 FY9  FY2000  FY2002

{projected}  (projected)
Average m{}gzhly caseload 4.9 gillion  45million 43 million 4.0 million
Non-exempt adult caseload 33 million 32 million 2.3 mi-liion
Wark participation rate 40% 50%
Caseload reduction from ‘9§ 6.7% 8% 12%
Effective work par‘;icipatiﬁn rate 32% 38%
{minus caselnad reduction)
Total number of adults rcqairz& to work 1 mitlion 1.1 millien

(Effective work rate multiplied by non-exempt caseload)

QOnly a portion of the | million would be in subsidized work programs in the private or
public sector. States can count vocational sducation as “work™ toward a fifth of its participation
requirement. Several states may raise their eamings disregards so that they can count more of the
- working poor toward their participation rates, ’



We will ask HHS to run these numbers on a state-by-state basis as well, By these
estimates, New York State, with more than 5% of the national caseload, will have to place
around 100,000 in work by the vear 2000, :

IV. Hiring Power in the US
There are §26,000 U.S. businesses with more than 20 employees,

There are 135,119 congregations with more ihazz 200 members, and 205,583
congregalions with more than 100 members.

There are 1.1 million nonprofit organizations (not including congregations).

"We will run these numbers on a state-by-state basis as well.

V. Misceilaneous Statigtics

State Plang: So far, 42 states have submitted their new state plang to HHS under the new
law. Of the 42, HHS has certified 35 complete {(including New York).

Work Sumplementation: As of August 22, 1996, when you signed the welfare law, 11

states had received waivers (o modify work supplementation rules, Oregon and Missourd

pioneersd this concept. Most of those waivers sought {0 combine A?i}{fi and food stamp benefits
e s&zi:sszézze jobs.

gglgg-gi-j Wedlock Births: The birth rate for unmarried women deopped 4% 16 1995, the
first decline in 19 years. The proportion of all births to unmarried maothers declined slightly 1o
32.0% n 1995, from 32.6% in 1994. Thiree years ago, Senator Moymhan predicted that the ratio
wonld rise to 40% or even 50% over the next decade,

Teen Pregnancy: The teen birth rate hag declined four years in a row by atotal of 8%
between 1991 and 1995, Half a million teenagers 15-19 give birth every year. Moynihan wrote
an op-ed last month criticizing us for taKing credit for reducing teen pregnancy when the
illegithmacy ratio for teenagers actually rose (from 70% in 1992 1o 72% in 1995). But the teen-

* birth rate fell faster than the teen illegitimacy ratio went up, and the overall illegitimacy ratio has
stopped rising.

Child Support: Child sup;mrt collections increased 50%, from $8 hillion in 1992 10 $12
billion in 1996,

ment: Paternity establishments have increased under the Chinton
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Administration from 554,637 in 1993 to 903,000 in 1995,

E_Q_m: The number of people in ;wvert}; dropped by 2.9 million between 1593 and
1995, after four straight years of increases.

V1§ OGther Questions

Childiess Adults: Most states do not provide ‘welfare benefits for single, childiess adults.
This population will be hit hard by the 3-month time limit on food stamps. Our budget would
restore their eligibility (unless they turn down a work slot), provide states with funds for 380,000 .
new work slots, and make childless adults eligible for our expanded Work Opportunities Tax
Credit, which gives employers a 50% credit on the first $10,000 in annual wages.

Organizing CEQs: Eii Segal has drafted a strategic plan for a non-profit organization 1
recruit businesses to hire people off welfare. He will send us a copy after his board approves it
next week. El will probably serve as president of the organization, with most of the CEOs you
met as a governing board.

rEanizi G 1 Re s L ations: We have spoken with Maria
Echaveste about the need ﬁ)r a fzx2§~t1me staff‘e: in Public Liaison to organize religious
institutions, non-profits, and businesses t¢ move people from welfare to work,
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Welfare Reform

African-American and Hispanic voters are no less supportive of welfare reform than
white voters. [ndeed, Hispanics are nearly identical to whites in their priorities for change.
Black voters focus more on policies that would help keep people off welfare in the first
place ~ a campaign against teen pregnancy or day care subsidies for low income working
families .~ but they are also strongly supportive of aggr&sswe {:hz d support enforcement and
"two years and work."

The major findings are set out below:

Unanimous support for two years program. There is virtually no opposition
o a welfare reform program that expands job training and day care, but then
cuts off weifare benefits after two years and requires people o work
Regardless of whether the plan is introduced as Congrcss or President
Clinton's, it garmers almost usanimous support — 88 percent in favor. There
ie little difference between races: blacks- (82 percent faver), whites (88
percent), and Hispanics {90 percent) overwhelmingly favor the plan.

Democratic funding approach runs ahead of Republican alternative. Voters
are more supportive of Democratic plans to cover reform costs with a
combination of reduction in weifare rolls by making work pay more, cuts in
welfare for the wealthy, and a crackdown on welfare fraud, When compared -
to the Democrats, the Republican approach of barring benefits to legal
immigrants maintains support only among core Republican constituencies.

Child support paymenis key to reform and financing. The public’s top
priority in welfare reformn is a program of aggressive child support
enforcement {65 percent single highest or top few priorities). They are much
more likely to back a Democratic funding proposal that includes “strict
enforcement of child suppeort payments® (61 percent) than an alternative
without such a program (51 percent), Republican women abandon the
Republican financing proposal when the Demecratic alternative includes 2

child support provision.

Responsibility, individual accountability important to reform. There is little
about the current systern that voters want to maintain, and they are
particularly supportive of reforms and funding proposals that promote
responsibility and accountability — such as sponsors taking responsibility for
new immigrants or limiting benefits to drug and alcohs! abusers. Minorities
are strongly supportive of a national campaign against teen pregnancy.
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Weifare Reform

Perot voters eager for reforms. Welfare reform is popular with most voters,
but Perot supporters are especially enthusiastic.  Three quarters place "two
years and work” in their top few priorities, compared to 63 percent of Bush
voters and 59 percent of Clinton voters. Perot voters are supportive of almost
every type of reform, resembiing Democrats on day care subsidies but looking
like Republicans on denying additional benefits to women. wha have children
while on welfare.
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Welfare Reform

Yoters are ¢lear in their top priorities for welfare reform - they want fathers to take
responsibility for their children and they want people off the welfare rolls and into work.
Cther components of reform are grouped together, but there IS 2 ¢lear desire to eliminate
the fraud voters associate with welfare and a call for individuals to ske responsibility for
their own lives:

o

Percent
Top Few
Aggressive child support enforcement b5
Expand job training and day care but cut off 63
benefits after 2 years and require people to g{) w
work ,
Strict measures Hke fingerprinting to make sure that 51
people don’t receive benefits in more than one
locality - ) . ‘
200000
National campaign against teen pregnancy 48
‘Stop additional benefits to women wh& have new 48
children while on welfare
iﬁ)ay care subsidies for low income working families 48
Require teen-age parents to finish school and live 45
at home with parent or responsible adult

Chikd support enforcement is universally popular. There is almost no gender or
partisan variation, although independents (71 percent top few priorities) and Republicans
(67 percent) are somewhat more supportive. The two yeats/ job training initiative is also
© Strong among almost every group. Interestingly, Perot voters place it much higher in their
top priorities {75 percen{) than eztzzer Bush (&3 percent) or Clinton voters (59 perccnt)

- Perot voters in gene:rai are more supportive of every reform, looking like Clinton
supporters on day care subsidies (53 percent each top few priorities, compared to 42 percent
of Bush voters), but looking like Bush supporters on deaying additional benefiis to welfare
mothers who have new children (54 percent each, compared to 41 percent of Clinton voters.
They are open to almost any type of n:fonn that will change the system, zrzcizzdmg a program
o s{op teen pregnancy.
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Black and Hispanic voters have different top priorities than whites, but their overall .
agendas are similar. Blacks place the single highest priority ont a campaign 10 end teen
pregnancy (21 percent single highest priority) followed by child support enforcement {18
percent). Hispanics split between two years/ job training (42 percent), a teen pregnancy
inittative (20 percent) and fingerprinting {20 percent). Whites place their top initiatives as
two years/ job training {20 percent) and child support enforcement (17 percent).

Welfare Reform

Biaclcs vary somewhat in their overall rankings of the "two years and work”™ initiative.
Child support eaforcement is by far ranked number one (67 percent single highest or top
few priorities), with day care subsidies {54 percent), finger printing {52 percent), teen
pregnancy (52 percent} and "two years" (51 percent) essentially tied for second.

Fundine Al .

. There is strong support for aff funding alternatives tested, including denying benefits

to legal immigrants. Tested individually, most of the Democrat alternatives run ahead of
the Republican plan — except the welfare for the wealthy provisions. But eliminating these
tax breaks and subsidies is more popular with Democratic voters, and will help to
consolidate support for the overall plan. Most of the other proposals are more popular with
independent and Republican voters than they are-with Democrats, although Democrats
provide at keast majority support for cach one. The proposals rank as follows:

Percent
Favor

Require gamblers to pay withholding tax 83
R&qulm rmmigrant sponsors to take responsibility for zhast: 77
immigrants for 5 years

Deny benefits to new immigrants until they become citizens 73
Limit benefits to drug and aicohol abusers 71
Eliminate benefits to legal immigrants 64
Eliminate tax breaks for annuitics o 62

| Cut farm subsidies for wealthy farmers o 61 |
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Ehmmazmg benefits for legal immigrants is an attractive alternative for many swing
voters. Indeed, more independents favor the proposal {71 percent) than Republicans {69
percent). Even a majority of Democrats support the idea (56 percent).

Welifare Reform

While voters find the GOP scheme attractive, they do not stay with & when
contrasted with a Democratic alternative. When asked to choose between two approaches,
the Democratic approach wins a majority each time. A Democratic alternative that includes
aggressive child support enforcement runs far ahead of the Republican plam:

Welfare for Wealthy/ Work Contrast

The Demacrats pay for their reforms by ¢ mocrats pay for their reforms with
cutting welfare for the weaithy in the form spendmg cuts in other programs, by
of tax breaks and subsidies, and reducing cracking down on welfare fraud and with
the welfare rolls by making work pay with | strict enforcement of child support
more tax breaks for the working poor, | payments from deadbeat dads.

31 percent 61 percent

?mué,f Deadbeat Dad Contrast

The Republicans pay for their reforms by The Republicans pay for their reforms by

barring further welfare benefits to legal barring further welfare benefits to legal
immigrants who are not American citizens. | immigrants who are not American citizens. .

34 percent ‘ 27 percent

The first approach (welfare for wealthy) breaks out largely along partisan lines,
although nearly one-third of Republicans back the Democratic alternative. A bare majority
of Perot voters also sides with the Democrats. When the Democratic approach includes a
crackdown on welfare fraud and deadbeat dads, a plurality of Republicans back the
Democratic approach. Most of this movement comes from Republican women - 33 percent
back the Democratic plan {compared to just 27 percent on the first alternative). Perot
voters back the deadbeat dad proposal by 62 to0 24 pereent.

Voters are most concerned about the effects of denying benefits 1o legal aliens. The
strongest arguments against the funding proposal focus on the costs of dealing with these
pcople when they get sick (62 percent sericus doubts) and the possibility of more hungry
and homeless people in their communities (60 percent).  Argumenss dealing with
constitutionality and the legal status of immigrants are strong but less effective. Groups that
‘are, most responsive to the arguments against denying benefits 1o legal immigrants are .
mostly non-college (74 percent, 46 percent high school or less) and disproportionately older
{47 percent}. A plurality (40 percent) are older non-college voters.
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MEMORANDUM FOR THE PRESIDENT . 237 wB0D
FROM 7 BRUCE REED
SUBJECT Add On To The Micro Credit Awards Event

On Thursday, January 30, 1997 vou are scheduled to take part in the micro credit

ceremony in the Fast Room. The First Lady and Secretary Rubin, with you, will present the first .

annual Prestdential Asvards in Excellence for domestic micro credit programs. You will be -
honoring seven successful micro-entrepreneurs. A receptum will follow,

In addition, vou will be able 1o make two relate:d angouncements — a new pitblic-private
partnership to pursue highly aggressive welfare to work efforts, and a commitment to increase
CDF funding . The announcements will emphasize new private sector involvement and funding
for welfare to work efforts, including microenterprise. The public-private partnership will give
you the opportunity to highlight another corporation -- Chase Bank - stepping up to meet your

welfare to work challenge to corporate America.

1. '_ < Apnounce the Chase Manhattan Bank/Rockefeller Foundation/HUD Welfare-to-
Work $9.0 Million Dollar Partmership.

{Chase Marthattan Bank and the Rockefeller Foundation have teamed with HUD ina
three-way partnership to plan and fund long-term private sector welfare-to-work demonstrations
designed to raise employinent rates by as much as 20-30 percent i small urbap neighborhoods.
Chase and Rockefeiler have committed a total of §7.5 million to the project along with an initial
$1.5 mitlion commitment from HUD. The Rockefeller Foundation expeots to raise an additional
$7.3 mitlhion from corporations. foundatiens, and government agencies

Organizations in' 15 urban communities throughout the country will be selected to
participate in these demoenstrations, Systematic research will monitor activities and community
nutcomes &3 determine whether dramatic increases in emplovment can be achieved.

Funding will go i part to community organizations committed-to undertaking intensive
training and private sector job placement efforts with four common elements: work incentives;
state-of-the-art job placement and retention services; expanded access to capital for
neighborhood residents and business owners; and a creation of a community culture that suppcr‘{s
work. Funding will also go to Public Housing Authorities in 5-6 cities to train and place public
housing residents in jobs while smultaneously modifying welfare and housing polices to
encourage work.

Peter Goldmark. President of the Rockefeller Foundation, the Vi 1&‘.6 g?‘;mr of Chase Bank,
and a high level representative from HUD wiil be present. .



2. Reiterate commifment to increase the Community Development i?i;mmialx
[nstitutions (CDFI) Fund budget.

" Your new budget includes & 51 billion increase over five years for the CDF1 Fund, which
coordinates the Administration’s numerous microenterprise programs, The exact doliar amount
for our FY ‘98 budget has not yet become public.

S
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THE WHITE HOUSE
WASHINGTON : A

Tuly 24, 1997
MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
«  CYNTHIARICE

SUBIECT. NEXT WEEK'S SPEECH ON STATE WELFARE REFORM EI*;?QR’?S

On Monday, July 28th, you will speak to the National Governors® Association in Las
Yegas. We balieve your speech is an opportunity to make a major statement on welfare reform
one year after you signed the new Iaw into effect and four years after you began to reform welfare
by granting waivers to the states. You are scheduled to follow this speech with a Welfare to
Work Partnership event on August 12th with several hundred business leaders in St. Louls who
will accept your challenge to hire welfare recipients.

We thought that in the NGA speech you could provide a statement of the principles and
vahses that have guided welfare reform. You could discuss the importance of work and
responsibifity, of requiring both parents to support their children, and also of teaching teenagers
that staying in school and avoiding parenthood are the right things to do. You could talk about
the new role of welfare workers: not to dole out checks, but to assist welfare recipients in meeting
the challenge of joining the workforce. And you could talk about the need to support work - to
make sure it pays better than welfare — through the minimum wage, EITC, child support, and
mvestmenzs in health care, child care, and transportation,

We aisqiboug?ai that in the NGA speech you coutc! turn the spotlight on the states: 1o
underscore the successes -- but alss point out some of the shortcomings -- of state welfare reform
efforts. You could emphasize that while we have much to be proud of, we cannot rest on our
laurels. Instead, states must seize the opporiunity to use savings from declining caseloads and the
growing economy 10 put even more people to work. Many states are investing new funds in child
care, transportation, and other welfare-to-work efforts; others are diverting savings to other pans
of their budgets. We thought you could praise those who are doing the right thing, and scold,
though not by name, those who are not, Ovenall, we hope in this speech tha you could send &
signal thet we intend to hold states accountable for their actions, .

Finally, you could include an update on education standards in the speech, probably
referring to the announcements you will have made on Friday of the big city school districts that

have agreed to adopt the new tests.



As you know, welfare reform began long before last August, with the waivers we granted
ta 43 states to allow them to impose tough work requirements and time limits and provide
incentives to make work pay better than welfare. Under the new law, nearly 90 percent of these
states have chosen to continue or build upon their waivers. Many of these states have intensified
their efforts, either expanding small demonstration projects state-wide or leveraging additional
financial or community resources for welfare to work efforts. Other states are sitmply in a holding
pattern, postponing changes because of political conflict (.., New York and California) or for
other reasons. Here's a summary of some of the interesting trends we've uncovered.

Child Care: Efforts to expand child care are widaspmaéi Because of the additional $4

" billion we secured in the welfare law, all states are rec&mng maore federal funds, which they must

match with their own dollars. About half the states are tncreasing their spending beyond what is
needed 1o match the new federal funds. Some states are adding quite a bit more: Wisconsin is
adding 3160 miflion, Hlinois s adding $100 million, and Florida is adding $23 million in new funds
and shifting $60 million from the welfare block grant to child care. A new paper by the
Progressive Policy Institute praises Illinois, Michigan, and Washington for establishing “seamless”
child care systems which provide subsidies for all workers below a certain income, whether
they've been on welfare or not, (There’s a growing concern that some states are short-changing
the working poor by giving former welfare recipients priosity for child care subsidies. Creating a
universal, income-based system avoids that problem.)

Transportation: Several states have developed strategies to ensure welfare recipients have
the transportation they need to get to work. Kentucky is now implementing an initiative to ensure

. that transportation is available in all areas of the state. Connecticut is earmarking $2.2 million of

its TANF funds for new transportation services for welfare recipiemts. New Jersey has announced
a $3.7 million initiative to move Work First New Jersey participants 1o work. In May, the
Department of Transportation worked with NGA to award planning grants to help 24 states
develop transportation strategies to support their welfare to work efforts.

gifars ] rams: Nearly all state welfare-to-work programs include the
tradzzzfmai éimems 30é> search, training, education, community work experience, and placement
in unsubsidized jobs. But now, according to a new survey by NGA, 36 states are using welfare
checks to subsidize private jobs, although mostly on a small scale. Twenty-seven states have
“upfront diversion” programs which provide job search assistance or emergency cash grants to
help prevent people from going on welfare. Several states (Maryland, Pennsylvania, Florida)
provide tax incentives to companies that hire welfare recipients. In many states, the govemor snd
other elected officials are reaching out to the business community to forge new partnerships, In
Nevada, the state has set a goal for new casinos to set aside 10 percent of aii positions for former
welfare recipients, ,
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verting Yygifarg Saving ther LUses: Not all states are investing welfare savings in
child care, transportatmn or czher we&fm to work efforts. Accorézzzg to the Progressive Policy
Institute, Ohio is actually cutting state spending on child care and is using some of its savings
from lower welfare caseloads for tax cuts (the state protests that, with the infusion of federal
dollars, it is stil} spending more overall on child care than before). In Comnecticut, the governor
proposed and the legislature enacted a plan which uses federal TANY dollars to replace existing

- state social services spending. In Texas, the state spent less than one-third of its surplus from

declining caseloads on welfare to work programs; the rest was used on state programs previously
ﬁmdeé by state doliars. -

Qmupmﬁmmm As you know, we have made progress in child support

enforcement, increastng collections by 50% from 1992 to 1996. Last year's welfare law included
tough new measures to help states track deadbest parents across states lines. To date, however,
many states have not enacted all the state laws needed to put these tough new measures into
place. According to HHS, one state — Idaho - has not enacted any of the new child support
provigions required by the new federal law. Moreover, nine states - including California, which
has 22% of the nation’s welfare caseload - will likely not make this October’s deadline to put in
place new child support computer systems. ‘We think that in your speech you should underscore
the need for prompt state action in these areas.
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100,000 children ultimately will lose 881 benefits.

THE WHITE HOUSE
WASHINGTON

December 16, 1997
MEMORANDUM TO THE PRESIDENT

THROUGH: Sylvia Matthews
FROM: Bruce Reed
Diana Fortuna

SUBJECT:  S8A Report on Implementation of Children’s S8I Cutoffs

The Social Security Administration intends to release a repori this Thursday on its
implementation of the new definition of childhooed disability for 381. This report follows
Commissioner Ken Apfel’s promise, ai his confinmation hearing in September, of a “top to
bottom™ review of SSA's process for redetermining the eligibility of children.

As you know, the welfare law tightened the definition of childhood disability for SS1, and
required the Social Security Adminisiration {0 redetermine the eligibility of approximately
288,000 children, out of sbout one miliion children now on the rolis. These reevaluations have
led to almost 148,000 terminations to date. {At the time the welfare law was enacted, CBO
estimated that 180,000 children would lose 881; when SSA announced its interpretation of the
law, it projected that 135,000 children would become ineligible )} Advocates charge that S5A has
done a poar job on these reevaluations, causing eligible children fo be dropped from the roils.

The report concludes that SSA did a generally good job of redetermining eligibility for
these children. The report, however, identifies three areas of concern and announces actions to
address them.

First, SSA will review the cases of all children “coded” as mentally retarded who were
cut from the rolls and have not appealed. This action addresses SSA’s finding that some of these
children may have been terminated incorrectly. Second, SSA will review a pomon of every
state’s unappealed terminations, choosing the kinds of cases most needing review in each state
and focusing heavily on states that S8A has found to have a relatively high error rate. This
review will allow 88A to give special attention to states with the highest error rates, without
singling them out as “bad actors.” Third, 8SA will offer all 70,000 families who did not appeal
its termination decisions a new opportunity to do so. These actions, and the problems they
address, are further described in an appendix attached (o this memo.

In all, SSA will review the cases of 48,000 children dropped from the program. (Another
70,000 have appealed.) As a result of these actions, SSA now projects that approximately

\
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With the report, 85A also plans to release case studies of a random sample of 151
chifdren who have lost benefits. This document is intended to explain to the public what kinds of
children are no longer eligible, Most of the children have mental disabilities other than mental
retardation, including learning disabilities and attention deficit disorder. Over a third have
improved since they were first found eligible. The majority are teenagers; fmiy a handful are age
six or younger,

Advocates will probably have a mixed reaction to the report - generally pleased about
the actions, but still arguing that SSA’s regulation interpreting the statute is needlessly strict,
The report does not addregs the latter issue. The Republican leadership in Congress has been
extremely supportive of SSA’s implementation of the law to date, but probably will eriticize this
report on the ground that it bends over backwards to restore benefits.
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8SA Report on Childhood Disability Process

SSA’s report examined three areas of concem raised by advocacy groups:

Advecates’ Charge: Too many children with mental retardation were cut from the rolls.

SSA Finding: Of the 136,000 children terminated to date, 42,008 were “coded” ag mentally
retarded {MR), However, most of these children do not actually have MR, because until recently
88A’s systems did not have all the necessary codes. Instead, most of these children have other
mental disorders, such as learning disabilities or “borderline inteliectual functioning”™ (which falls
shor of full-fledged MR). Some unknown subset of the 42,000 do have MR, but gither their
impairments are not severe enocugh 1o qualify them for $S1, or they were denied incorrectly.

Even with these terminations, approximately 350,000 children coded as MR will remain on the
rolis, out of the total of one million children on §81.

SSA Action: SSA will review all cases terminated that were coded as MR, 10 ensure that all
those decisions were made properly.

Advocates’ Charge: Errors in cutoffs appear likely, since termination rates varied widely by
state, from 32% in Nevada to 82% in Mississippi. Also, 88A may not have acquired all
documentation, such as school records, needed to judge a child's disebility. Finally, some states
were disqualifying too many families for fatlure to cooperate without making adequate effaris to
reach L'nem

SSA Findings: SSA data show that on average 93% of termination decisions were both

accurate and camplete (f.g,, they included all required documentation). This exceeds S8A’s
required level of overall state performance for SSI, which is 80.6%. However, 10 states had
accuracy/corapletion rates below 90%. Ancther 9 states had accuracy/completion rates below the -
national average. {SSA's experience is that about one-third of the errors identified in these

. measures will ultimately prove to be accurate decisions that simply lacked documentation.) SSA

fourd that many inaccurate decisions stem from an overly strict interpretation Gf the new rules
for children who exhibit maiadaptive behavior.

Claims that 88A did not acquire all needed documentation were determined to be largely
unfounded. However, 384 found wide state variations in the percentage of children cut off
because their fimilies did not cooperate with the redetermination. In a study of such cessations,
SSA found that 68% of the cases did not include documentation ihai all required efforts to
contact the farmily had been made.
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SSA also performed a regression analysss to determine whether wide state-to-state variations in
overall termination rates should be expected because of legitimate factors, such as the child’s age
and impairment and whether the child was initially added to the rolls based on the less strict
criteria eliminated by the welfare law. SSA found that these factors would lead you o expect the
cutnff rate to vary from 40% in Idaho to 78% in Mississippi. While this regression analysis does
not fully explain the actual state-by-state variance, it does convince SSA that most of the
variance among states is due not to errors, but to characteristics of the children,

SSA Action: SSA will review a portion of the decisions in all states, focusing more on states
with lower accuracy rates. All cases terminated as a resuit of failure to cooperate will be
reviewed, S8A will also provide more training on maladaptive behavior.

111 Appeal Rights

Advoeates’ Charge: Too few families are appealing beciuse $5A’s notice to families was
confusing, and workers discouraged appeals. Also, 8SA discouraged families from requesting
that benefits be continued during the appeal, and didn’t do encugh to publicize free legal
services.

S8A Findinpg: S$SA found that its workers did not discourge appeals, although this may have
oceurred in isolated instances. At the same time, a survey conducted by 8SA confirms that many
families did not understand their appeal rights.

S8A Actian: All 70,000 families of children who were terminated and did not appeal will be
given a new opportunity to do so. In addition, all families of children who appealed but did not
request continuation of benefits during the appeal will also be given 2 new opportunity to make
that request. SSA will also publicize the availability of free legal services for families.

Y]
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THE WHITE HQUSE
WASHINGTOMN ¢

February 5, 1998

MEMORANDUM FOR THE PRESIDENT
FROM: BRUCE REED

SUBJECT: SECRETARY SHALALA'S REPORT ON WELFARE REFORM

The attached memo from Secreiazy Shalala provides a good update on welfare reform,

%

Among the most interesting findings:

. The stunning caseload drop continues - 2.4 million in the first 13 months of the
new law. Twenty one states have dropped by 25 percent or more in that timne.

- There has been no "race (o the bottom” - states are spending more per recipient
than in 1994, All states are meeting the maintenance of effort requirement we
fought for in the welfare law, and 20 states are exceeding it.

. Many more recipients are now working, State evaluations show a subgtantial
increase in the share of people who leave welfare for work (from 45-30 percent
‘under AFDIC to up to 60 percent now}, even as record numbers leave the rolls.

¢« ° Thers is lintle enidence of hardship armong those who are sanctioned for not
meeting program rules. Only nine states have adopted lifetime limits of less than
five years.

. ?5113: states have enacted policies to make work pay, generally by increasing

earnings disregards so families can keep their welfare subsidy while earning more.

+ o Aboui a half dozen states (CA, NY, MDD, OH, FL, €O, NC) are devolving key
decisions to the counties.

Something not mentioned in the memo, but discovered from the new state financial data,
is that seventeen states have created state-ondy welfare programs to which TANF work
requirements and tirne Hmits don’t apply. -
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MEMCORANDUM FOR THE PRESIDENT

The prrposc of this memo is o ouline the information we have 30 faf on the impacts of

changes i welfare programs. The information ig sﬁilqwtnpmhmw mmmm
axe emerping. These include;

w

G "'i?::tmal i of seelfire rotutaits izas‘faﬂr.sn betow 10 willion for Se frst

timse sinte 1971, cmﬁaéshw: fallen by rmore than 30 percent since tbwpeak »
1994,

‘o Mzny more recipicats are now workiag, nd the propertica of former recipients a
work after leaving welfiee appears o be somewhat higher than in the past.

o Smmm&ngvmymgﬁmmmwermipimimx}wedghmhby
mandmng work programs and ssnctiomng those who do not c:;mp‘ly,ané%y

tacreacing tic benefirs of working twough simpier and ‘mm exmings disregards
and on-going supports such as child cerc.

© As we found with APDC waivery, Srates are adopting comunon approaches but
with mauy varjations i specifics. Several large States are devolving key policy
decisions to the county level.

o There hes been po “taos to the bottom” iy Stute wetfare henefits: States sce .
spending mers por seciplent than in 1994 across TANT and related programs, and
State mmaxioum benefit levels are genemlly sochanged.

o So far there is litte avidence of extreme hardship song those who leave weltire
45 3 revult of sancticns, although many do experience feirly large declings in
income.  Oversll, however, half or more of former recipieita appear to increase
thelr incomes after lcaving welfare.

Q Em%teﬁmmmmw&mdimp:@cmwm&aymmﬁl
tikely to have ot} incomes helow the poverty line.

This miceo looks ﬁmmwﬁaﬁ%&mm&m&mt&moﬁeﬁwpmimgdmmm
brosdar polisy choreas,  JU thenturns 1o impscts on rocipients, asyexsing both results from
cvalualions of State waivers vimilar (o curren: Stme policies sod the very varly rusalls from State
surveys of recipiems and former recipients. Finally, the implications ef thcse: findings for
¥ederal and Stais policy chisdces are briefly discussed.
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Welfzre caseloads have declined drematically sitice their pesk of 14.4 million recipienis
in March 1994, Overali, the nomber of people receiving md bad daclined by imore than 30
percent 10 9.8 million recipicnts by September 1997 (the mogt receat monthly report avatiable).
This decline has contimued at 2 even moge rapid pace sinee the snsctmoent of welfore refonm in
Augest 1996, In the first your of welfare mibem alone, elmast 2 willlon vecipients lefl the rolis,
As Chart 1 (attached) shows, these &caﬁzm are spread acrods almogt ol of the States.

grams.  Theve haz bezn go *tace o the
bottom” mssmc‘mifmaspmdmg, Bmcausctkme mm&wm-ng&&m,wtai State spending
on weitere programs bas declingd since 1994, On avergge, however, States are apsading
somewhat more per recipiant than they did in 1994~reported Staic spending on weltare and

- reluted programs is 2bna 18 pereent below the ovel scen in 1994, while cascloads have declined

by maors than 30 percent. Thus increased spending has not edfected direet payments to recipients,
m&mwcimwmelmmmmw%mi%ﬁ(ahwisz?{}yerfamﬁypa:
izorth on sverage) Tn all, four States have increaced maximum benefit levels since the
enactment of TANE, while five States have decressed maximurs beaefits for at least some
categorics of mocipients.

Statey are reporting that thoy are mesting their Maliterancs of Effor (MOE}
requirerients under welfore reform. They ars required o spend 80 percent of previous (gencmlly
1994) lovels, or 73 percent if they meet the miniroum participation requirements, and 20 States
TepUTt excoeding thit goal, sorae by considersblc amoums (see Chart 2), Fuerther, roported
speading may undergtate sctal amounts spent, sines there are oo incentives for States 10 teport
sdditional spending once their MOE requirements have been met, There is Jittle in thicse dats w0
mggast dectines in spending lovels--péther, States apnear 10 he usng af ledst some of thelr own
mcywm&mmamhm&ﬁdmmdpbmmmdphmtmdmmcmasemnk

. ging Stage Policies, A foctis on work is a major theme mﬁmsm&fmpohczcs,
aithau@: thm is ooﬁziwabic variation in plan specifics and in buplersentarion acress Surcs.
The following key poinis emerge from an overview of State policies:

1. Siztes gee focusing on encoumeing s

a 40 S1aies heve enected policies to make woik pay, generally by incressing the
amount of garniogs disregarded in calonfating walfare beoefits. (See Chart 3))
Connecticut, for example, now disregards all esrnings upto the paverty Jevel,
Muost States huve also simplifind the bealment of camings compased o the AFDC
wreatmeon?, with the result thal recipicnts can see mone clearly how sven 8 lone
wage job will make them boner off.
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44 Statey have raixed the level of resomees zud/or the maximun valve of a
vehicle allowed o weliire recipients. (Sec Chust 4.) This will make it eagier for

recipients to get to work spd 1o aceumulazs savings thar might Jesd to self-
sufficiensy.

Almost all of the States huve mernved to “Work First” models in their welfare
programs, reguiring recipianty 1o move quickly in1o svaileble johs, Yirtually
every Smic has institeted “social contmets” or other persona! responsibility
agreements in which rocipients commit to specific steps wward selfsulficiency.

Stetes are anforeing thess comtaets, mmamngpwplawhofaﬂmsi@orhw@
to their agreements,

chilghren are bemg a&drmedbymc Stam.

s

24 jurisdictions have elecied to scroen for, provide aypmpna:c services; and waive
requiresvcnts where needed t enyure the safety of victims of domestic violencs
though the Family Vioience Option (Sce Chart 5.) Additions! States, inchuding
Californin, sre expectad w iaplement this option in the coming wontha.

As indisazed in Chart 6, most States huve chosen to exempt pareats of mfants
aoder ons vear of age from work roquirements. 16 S8utas bave chosen shorter

excraptions (ths law allows Swies to wquire parsmts with children over 12 weeks
tn work.)

mify are vaned aod compiex.

Chart 7 shows that eleven States have chosen “inteniittent” tim limits that timit
the tota] menths of recipiensy allowed within a longer tme peniod {for cxample,
Virginis Hmits TANF receint to 24 months in any 60 month peried), Nine Staws
have chosen Lifetime limits of logs then 8ve yoms. Both of these types of time
fismirs ofton allow exceptiont or sxemprions. 27 Stutes have chosan Use Federal
it of 50 months, Four Stares hove chosen other options involving supplemants
from State weifire programs foy those reaching the Federal tine lioits.

Evalnation and survey das find thas recipients ars often tpclear abour the
spesifics of time Kamts {and other reform polies) thet apply to them, although
they do know et the nature of weifare bag changed.

Few recipients have resched Stats tims Yimits so far.
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o & fowr Sraies are moking chioicss that appear Lo bave litde 1o do with work, such as
couating the S81 inwome of disabled children and adults in computing TANF

benefits without taking into account the added costs of dizability.

o &amw&af&ncmmmﬁw&mmgfwﬁcy&omam
thair actus] implomentation varies greatly across Stucs, usually based on whether,
. when and how exizostvely they underiook eeforgs through waivers. Many States
have not completed the process of implomenting proposed palicy chaages.

© Other States in the provess of devolving inslude Mn:ylaad, Gﬁm, Hionda
Colorado and North Cacolaaa,

o These States sre devalving decisions abom work activities, post-employment
supports and, in shme eases, sanctions; Colorado sod North Carolina are alse
passing on decisicas shout othey {actory incjuding eligibility. Benefit Jevels will
=il be determnined at the St lovel, although in some cases the State will
mandate only & floor which te countics can choose 0 txcesd,

_Moving rosipionts and potential recipionts into work has been the focus of most State
poticles, and there i3 some preliminary evidance that employment levels are rising as caseloade
decline, Bvidence on fhe japacts of other aspects of the changes on recipients and would-be
recipienty is scmowhat mors mixed. Are they indeed betier off in cconomic terms? What has
happenéd to thuse who haven't gotten jabs? Tt iy still very early to answer thage questions, but
et hve some preliminary daty thet give o few indications.

Onr preliminary dats genelly relat 16 the situations found mspzclﬁcm Thus, this
report drwws upon preliminary progrsm avaluation reports of wriver-based policies from
Michiguo, Tows, Minnesots, Delawsre, and Fiogida, amd on surveys of welfare recipients ond
people who have lefl wetfre olls in Massachusetts, fowa, Wisconyin, Iodiana, Maryland, Sout
_ Caroling and Tenneasve. The carly storics emerging Gum these studics appaar to be faidy

consisiont across those stafes. Although we sre bepinning &0 have some svaluation evidenve on
the impacis of policy changes as opposed 1o the strong tconany, it is very diffionlt 1o sort out the
relative importance of policy and economic fagtors et the Netional level.

Banutions. Stetes are generaily wodking hader to enforce maadstory work requirsments,
and sanctions rose by ahenl 30 peroeni naticoally betwesn 1994 and the end of 1996, Anecdomnd
evidunse Iiphies thas these rales ane stifl tacrcasing. In the studies of spocific Stateg, sarction

wd - . ‘
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rates of a3 high as 50 percant are soex, with rakes in ths 25 percent to 30 percent rangs sot
unusual, | Sanctions may result in either & complete or partial Inss of benafite! Across Sistes we
ﬁndmmﬁmmﬁﬁwafmmmmcmmmﬁs&mmwupfmmm
appointents. Par fower Similies have boen sanctioned for refiasal to comply with work
assignments. Semctioned Bamnilics may include many who sre shready vearking or whe bave good
job opportuniticy; in Tows, for cxample, families that did not comply with the State’s Family
Tnvestment Plan tended to be more job<eady then the svesage.

mmt. Pexhaps poxtly because of strisier work policies as well as the robust

SLOBOTY, OIS pipicnts and formes recipicnts are gow emplayed. Evaluations of specific State |

yrogrars show policy-nujated increaces tn employmens is tha vmge of § percent 1o 15 parcentage -

palnts. Surveys of people who have left welfare tmply that 50 peroeiit to 60 percentare working

in the period llowing weliare meipiency (with the remainder not eoployed). This is
commparable to or stightly lngher than the 43 peroent to 30 percen: of welfare axiters who worked

after leaving AFDC, Soms of this increase in work may result fror the strong, cconomy as well
as from paliey changes,

Inromes. Wh&m@mmm&&mﬁqmw&ﬁn&maﬂmm
of welfare rectpicnts aud thase lcaving the welfare roils, these sverages hide « greay deal of
varigtion. Among those leaving the program, incames in the follow up period ars very mixed.
Generally, sbowt half of fommer recipionts saw insreases b their incomes, while half experienced
deckings, Theve i some evidenes that those who leave the progrem voluptanly are more kely
hawmmwémmm,aﬁhoughmmsmmmﬁmmmwmof@m
who left besause of sanctions also expestenced income increases.

Theee is Bule svidenes &t this point of extrame hardship aven amang famdlies losing
benefits aliogether as 2 result of sanntions or tome Leaste, However, overts such as bomejessness
ot catry of children into foster care ans sometimes hard to abssrve in svaluations and follow up
studics, which sre usuaily unahle to trace some proportion of former recipients. In the short rug,
caany families cperiencing large income losses appear to sely on help from. friends and extended
ﬁmﬁy, 1t should be noted also that even Bamilies Whote incomes rise a5 4 result af higher

canmings and/or changes in State policies typicolly still danmweabwmvmy level lncomes
while on TANF or in the pariod immedistely after leaving the program.

Jth ncfits. Fomilies whe teave TANF are ofteo sligitie to continus receiving
benehis ﬁzom other *aocm BuppOrt programs Juch as the Food Stamp Progrem, Mediceld,
Supplememtal Security Income (SST) and housiog mrogremy. However, relasively low takeup
rates {ar sowe of these bencfits suggest that many former recipients may be wrawaes of their
contipucd cligibility for ether programs such as Medicxid, or that administrative barriers may be

* preveniing some sligible famiiies from participating {n these programs. In both South Carolina

and indiana, for example, about half of i adults who wers 10 longer recciving cash assistance
reported that they did not hava any Lealth ipsarensce.

@ e
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Theor early results supgest that veal progress is baing made in foousing recipients on wodk
and in movieg them into employmenr This is a signdficam and crtical step on the path to
refonming welfare. I bellave thas further steps need o be taken 1o cmsalidaie and build on this
ancomplishment. In particular, we need to ensare that Jowsinoome working families, whother
they are fomner welfie recipiants or zot, cap continwe W work aod to earn coough to raise their
welfars reomipt . in puaseing this posl, wa would be building on the Admgnistration’s muany
achievements for working families, including expansion of the RITC, increasing tha minimiom ’
wage, sxpaeding health sare coversge for children, snecting pavesta; leave, and the introduction, = °
of iz yedr's pathbreaking chiid care initistive.  And we would elso be building on the
wﬁmdmﬁmwmaf&ﬁmmcﬁmmgmmp&ew{mmqmn
ofwmaﬁmmﬁmwmmwﬁrme&

MmmmmﬁﬂmmmwmmmWWmm&
most are likely 10 nead continating support in order (o keep their jobs, support twir fomibies,
improvs thewr incomes ovey time, and avoid going back onto tho wellsre rolls. These supports

+ cat take many forms, from the BETT o Jocreased earmings disregads 1o services such as child
eare, health core, tansporeesion aud mcntoring. Qurently, States huve resources avatiable to
them throgh the TANF block gras and their Maintenanse of Effont funds, = well as through
ather State resmurees thal Rave been freed up as a2 result of declining casclondy. We can make
progress on this sgenda by challenging Sttes w reake key investmments, showoasing e¢ffoective
mmmmdmwmagzngﬁ%mm;oaaswzﬁasbyshapmga?iammlwazoh&plow
wage workars and taelr Samilics,

A suecessiul strategy to gupoodt lnwepoome workers and their famiii:a would involve
several wmpomts ot m the State and Nutionsk lewels. These could inciude:

o age workers. Mest welfire rovipients moving inte their
ﬁrstjahs wmmmmbaiaw-pom!cveimmcx The mejor 1593 expansion of
the BITC does a great deal for thewe Ranilies, and it must be protected. In addition, we
could ehallenge States to expand Swts ET1C s apd 1 incmase exinings disregunds and
oiher progrems for low-wage workars, For sxample, Wisgonste bas used TANF MOE
fands to expand hoth its CITC ead housiag subsidics for low-meome gwners and rentors,
At the Notionn! tevel, policies such as a furthes increase in the minimum wagie of tax

" incertives for emplayers to promotle jobs snd igher wages for low.skilled workers eould
be explared,

2. Praviding other job sunpats. We must ensare that other critical job supports, such as
heslth care, child care, umsportstion, aod mentoring, wre svaitable for working famities
who ne=d them, The Administration’s new child care initiative is of cpuese entical to this
sirmtegy, and (e newly enesled Chald Health Insurapce Program should go u lang way
terwand casuring hoslth eare cavernge {or e children of lowawage workers.. We naed to

-5~
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vontinue sutreach effurts to make gure thay low-incarse working famidies are aware of
their potential cligibility for Medicaid. The Vioe President’s work ox memtoting provides
& valnable example, and Ststes qust be srcouraged to continue th invest in these
programs aod other sopporty.

b&gummgwmppiem&mcbcnwywprmgwthmskﬂismdwmowwm

for former welfare meipients. Over the longer ym, such frowith will be nocessary w

meﬁ&xhﬂmm&afﬁun&mm&emof&ammasamk We shouid be
« challenging Stutes to put 1ogether ceeative soutegies and showeasing those that do. Thass
» stratiegies can iuvolve linkages among workforse Jevelopment, higher education, end
wolfire syseems, as well as work with speciiic private coployies, Az&f%maﬂevsb
stratogios to incrense aducational spportinities for fow-income famities are a key to
meyensing skills and camings over time.

b atv et for yerkers, I e teeaporary sefback i pot to resuk i & mehun
igwci‘&sedapendcm? !hmafeiwamiwwagewwkmmbemmd Atthe
Hutiooal level, shurges could be made in (he Unernployment Insurénee progeam 1o
increase the probability that low-wage workers will 2ers coveruge, 43 1S bow being
disenssed within the Admisistation, At the State lovel, we should showeass States that
are intplomenting posbexployment servicas and other steategies 10 addrass (he fact that
lowincone workers am fikely o experience considembie job mrnover and some periods
ol upemployment We should chatlange Stales to invest in spproaches thet combine
relisble short-tenm assistance with rapid re-cmploiment help,

fnW,mﬁuﬂhﬁﬁmnm@ﬁmewmmmbzha;fofmw indoree
workers. 1 look forward to farther discussions with you reganding thets important issnes. Pleate
let me know if you would like 2 briefing or fursher information.

Daorea . Shalala

Attachmanrns



Chart 1: RECIPIENT COUNT DOWN 2.4 MILLION

SINCE ENACTMENT OF NEW WELFARE LAW
(August 199&September 1997)
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Chart 2: EXPENIMTURE OF STATE FUNDS IN FY 1897 AS % OF MOE
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50 percent or greater of earnings’disregarded for
AR a fuil-time, minimum wage job

- Less than 50 percent of earnings disregarded
for a full-time, minimum wage job

Same as under former AEDC . - 1728/98
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Chart 5: States Selecting
Family Violence Option
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Twenty-three States and Puerto Rico b PUERTG -
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services, and walve requirements where
_needed to ensure safety. Developing Standards A | P8/08
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Chart 7: Time Limit Choices
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THE WHITE HOUSE
WASHINGTOM

October 21, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: Bruce Reed
Andrea Kane

You asked us to evaluate recent reports that African-American and Hispanic families are
leaving welfare more glowly than whites, and to consider what more we could do to ensure all
welfare recipients are making the successtul transition from welfare to work, Here is a brief
summary of the trends, along with some new ideas we are developing for consideration in your

FY 2000 budget.

L Caseload Trends

We have worked closely with KEC, CEA, OMB, HHS, and the Census Bureau to
examine the most recent welfare caseload data {generally through 1997} As detsiled in the
attached tables, the data show:

Since 1994, the number of welfare cases has indeed dropped more among whites (26
percent} than among blacks (18 percent) and Hispanics {9 percent), However, when population
g,mwth is taken into account, the ézﬁ‘arenoe NAITOWS dramazzcally I‘hg_mgfﬂgifam

: A . proent 13 ANIGS Iﬁ other wcrds, mmamacs are leavmg or siaymg
i}&' weifam at nearly the same rate ag w%zzw&, but make up a growing share of the welfare
population bmsq they make up & growing share of the population as a whole. [See Table 1]

Child-only cases -- which are decreasing more slowly because they are not significantly
affected by welfare reform efforts to move recipients from welfare to work - are
disproportionately minority. The z%;ild-»tm!y caseload includes citizen children bom to illegal
immigrants, children whose parents receive S31, and children living with relatives who are not on
weifare [See Table 2.]


http:HispaW1.iS

The composition of the welfare caseload has changed gradually over time, largely driven
by population changes. The compositien of the adult caseload has not changed significantly since
1924; the most recent national data shows it is now 37 percent white, 37 pcrcem black, and 21
percent Hispanic. [See Table 3.]

: y the em ) aie fo Betwten 1995 and 2998 ti’m percentagc

of all prmr ycar wsifare rw;xzcnts who were employed in the next year increased by 28%.
The increase was highest for Hispanics (49%), foilowefi by blacks (44%) and whites (5%}
[See Table 4.

4.
m{athers is mcreaszng forz&m entzre poyaimn, the rate of increase is largest for Hispanic
wormen, Also, the birth rate to unmarried teenagers is increasing for Hispanics while
dechning for whites and blacks. [See Table 5]

th}rznes are more 2:2:5!3! than whxtes w be on weifare in the ﬁrsz piace and more i1ke ¥ to
end up as long-term recipients once they go on the rolls. Blacks and Hispanics on welfare
tend to have lower sducational fevels, marmage rates, and larger families than whites, and
are more than twice as likely to live in central cities and areas of concentrated poverty.
Hispanics also have less recent work history than whites or blacks. {See Table 6.]

IL What “}8 Can Do

We will continue to monitor caseload trends and keep you informed. While initial press
reports may have overstated disparities so far, these data underscore the Importance of focusing
our efforts on the hardest cases, which are disproportionately minority. Many of our existing
welfare-ta-work initiatives already target this population, but we also are developing some new
propasals for your consideration in next year's budget. :

A. Current Initiatives
As you know, you have put forward many initiatives to help the hardest-to-serve W&Ifare

recipients and those living in concentrated areas of poverty. Many of these initiatives were
implemented in 1998, too late to influence 1994-1997 trends outlined above,

ion Welfare k Fund vou fought for in the Balanced Budg%{ Act
is dc:‘ugned speczﬁ{:aliy o help Im}g«term welfare recipients (and non-custodial
parents) in high-poverty areas obtain jobs and move up a career ladder. While it is
too early to have demographic data on the wdzwcﬁz&ls served by these funds, the
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distribution formula and individual eligibility criteria ensure that most of these
funds will be spent on minorities. The first of these funds were awarded in January
1998 and are just now starting to provide individual services.

Velfare kTt is enacted in the TEA-21 transponation
mauthonzatmn i}:ii wzil help weifare recipients and low-income workers get 1o
where the jobs are, oRen in suburban areas not served by public transportation,
The amnibus budget bill includes $73 million for this year.

we’ve propes.ed will help families in isolated

“arban or rural areas mave claser to job opportunities. Congress has funded our
request for 50,000 vouchers.

3 werment Initiatives. The Administration’s Community
Empawennent mxhatwes - emg;awezment zones, enterprise communities,
Brownfields, CDFIs - will spur economic development and job Sreation in
distressed neighborhoods and help address the geographic isolation faced hy
minorities on wetfarc

B. New Imtiatwes

In preparation for next year’s budget, we are developing a number of options to address
the particular challenges faced by minorities in making the transition from welfare to work:

. We hope to

reconunwzi mgeted new zzave:stmenzs in wm areas 1}3&2 iizrecth' aﬁ‘mt minority and
long-term recipients: learning English and learning to read. This could be done by
expanding existing Department of Education adult education programs, or beiter
yet, by dedicating Welfare-to-Work funds for job-related literacy and ESL
programs, provided either in the workplace or by community orgamzations
preparing individuals for employment.

: Jing satment.  Since many of those remaining on
‘ weifare suﬁ’er fmm éwg or alcc}hn éependancms we are exploring ways to
provide drug-treatment for those who agree to go to work.

. While the current

Weifa;e«ta~Work fmmaia favors&ghvpoverty mas, are going 1o examine
whether the funds could be even more targeted.

norsasing Work a N al Fathers. We may be
abie to attract bapamsan support fcr an eﬁ'ort to hci;} sta.tes increase the
employment and child support payments of noncustodial parents.

3
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Since 1994, the number of welfare cases has dropped more among whites (26 percent)
than among blacks (18 percent) and Hispanics (% percent), However, when population growth is

~ taken into account, the difference narrows dramatically, The rate of welfare dependency has

dropped sharply for all populations - by 26 percent among whites, 21 percent among blacks, and’
20 percent among Hispanics. Specifically, population growth explains nearly two-thirds of the
difference in caseload decline between Hispanics and whites and nearly half the difference
between blacks and whites.

Table 1. Change from 1994 to 1997*

B;;ceiﬁlthxlicity Number of Welfare Population Rate of Welfare
Cases Aged 15-49 Dependency {caseload
adjusted for population)
White -26% -0.1% ~26%
Black -18% : 4.4% ~21%
Hispanic 9% - 13.0% -20%

* Mational dats is only pyailable through June 1997, We do not yet have more recent data, or state-specific data, that |
we consider securgte. In July, The New York Times reported more recent data provided by some states, byt HEHS
belioves that data, partisularty for New York and California, may contain significant reporting ervors due to states -
implementation of the new TANT data reporting system. The trends in population aged 13-49 ave used here beosuse
this is the population group most lileely to be 4 welfare head of household, whose racefethrdcity would be sounted when
tallying the case demographics,

The difference in caseload decline among groups is even narrower for adults. Child-only
cases are decreasing more slowly than the overall welfare caseload and are disproportionately
minority; in fact, between 1954 and 1997 they increased (though they declined slightly between
1996 and 1997). Child-only cases are those in which the parent or adult is not part of the case,
{e.g., adult is not a citizen but the child is; child is being cared for by a relative who is not part of
the case; parent receives SSI rather than welfare), Therefore, child-only cases are not significantly
affected by wellare to work efforts. After adjusting for population growth, the rate of welfare
dependency for adults (percent of 15-49 year old population on welfare) has declined 30% among
whites, 26% among blacks, and 24% among Hispanics.



Table 2: Population-Adiusted Rate of Decline in Adult Welfare Dependency: 1994 - 1907%

Rate of decline Rate of Rate of decline for | Population-
for all cases increase for aduit-headed cases | adjusted rate of
child-only welfare
rases o dependency for
adult cases
White - 26% % -30% -30%
Black - 18% 1% C 1 -23% -26%
Hispanic - % 9% - 15% -34%

*National data is only available through June 1997,

The composition of the welfare caseload have changed gradually over the past 25 years,
driven largely by population changes. Despite differing rates of caseload decline since 1994, the

" composition of the adult welfare caseload has remained relatively constant.

Table 3: Racial Breakdown of Aduit Cases

Race/Ethnicity 1996 1998 . | Percent Change 96-98
White : 6% 38 % o] 45%
Black 23 % 33% . +44%
‘ Hispanic 119% . 29 % +49%
All Recipients 1 27% 34% +28%

Race/Ethricity 1994 jau7s
White 40% 37%
Black 36% 37%
Hispanic 19% 21%

Asians, Native Americans, snd those designated *Unknown™ somprise the rest of the ceseload,
*Nationat data is only svailable through June 1587, .

There is encouraging evidence that the employment rates of minority welfare recipients
{people on welfare in one year who were working the following year) are catching up with the'
employment rate for whites.

Table 4; Employment Rate of Welfare Recipients: 1996-98




The trends in marriage rates and births to unmarried women could exacerbate the.
increasing proportion of stpamc families on welfare, While the ;smpi:zrzwﬁ of never-married
single mothers is increasing for the entire population, the rate of increase is largest for Hispanic
women. Also, the birth rate to unmarmied teenagers remains much higher for blacks and Hispanics
than for whites. While the rate is decreasing for blacks and slightly for whites, it continues to
" increase for Hispanics. For example, between 1991 and 1996, the rate of births to unmarried
teenagers decreased 18% for blacks and 4% for whites, but increased 3% for Hispanics.

) 1992 - 1997 % Chaage
% of all single mothers who were never 30% 35% +17%
married .
Never-married single mothers by race/ethnicity:
White | 17% 21% | +24%
Black . 51% 55% +8%
Hispanic . 33% 42% +27%

Minorities on welfare are more likely to have characteristics associated with long-term
welfare recipiency. Blacks and Hispanics on welfare tend 1o have lower educational levels,
marriage rates, and larger families than whites, and are more than twice as likely to live in central
cities and areas of concentrated poverty, Hispanics also bave less recent work history than whites
or blacks.

Table 6: Characteristics of AFDC/TANF Recipients by Race/Ethnicity*

TOTAL WHITE BLACK HISPANIC

% without HS diploma | 43% 30% 43% | e4%

% never married 47% 33% 69% ’ 43%

> 2 children - | 25% 20% 33% 35%
Worked during the year | 45% 49% - | 48% 3%

Live in area w/ poverty | 48% 25% §%% 58%

rate > 20%

Live in central city 49% 5% £8% 80%

*These data are from the March 1998 Current Population Survey, showing chiaracteristics of recipients in 1997,

Minorities are more likély to be long-term welfare recipients. For example, in 1997, 20
percent of blacks on welfare had been on the rolls for at least five continuous years, compared to
19 percent for Hispanics and 24 percent for whites, ;}
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THE WHITE HOUSE
WABMINGTON

November 9, 1998

MEMORANDUM FOR THE PRESIDENT

FROM: Charles F.C. Ruff
Bruce Reed
Elena Kagan
Robert Weiner

RE: Anderson v. Roe

This memorandumn describes the issues presented by Anderson v. Rog, which is in the
briefing stage before the Supreme Court. The case involves the question whether, during the first
year new residents Hve in California, the State can limit their welfare benefits o the level
avatlable in the state of their prior residence.  Relying on the Supreme Court’s decision in
Shapiro v. Thompsen, 394 U.S. 618 {1969}, the Cowrt of Appeals for the Ninth Circuit upheld 2
preliminary injunction against the California law because it interfered with the constitutional
right to freedom of travel. Thirteen states have similar limitations, mcludmg Florida, Hiinois,
New Jersey, New York, Pennsylvania and Wisconsin,

The Court in Shapiro struck down Connecticut, Fennsylvania and District of Columbia
statutes that limited or denfed welfare benefits 1o new residents for up to a year. Acknowledging
the State’s interest in the fiscal integrity of its programs, the Court held that *the purpose of
inhibiting migration by needy persons in the State is constitutionally impermissible,” and that “a
State may no more try to fence out those indigents who seek higher welfare benefits than &t may
try to fence out indigents generally.” 384 U S, at 631. The Constitution, in the Court’s view,
requires that “all citizens be free to travel throughout the length and breadih of our land
uninhibited hfy statutes, rules or regulations which unreasonably burden or restrict this
movement.” fd. The State has to demonstrate 4 compelling interest to justify any impairment of
this right. ]d. at 636. The Supreme Court has repeatedly reaffirmed the right to travel, but last
addressed the issue in 1936.

Based on these prccedents, at least nine state and federal counts have invalidated welfare
residency requirements, It is a fair assumption that the Supreme Court took this case 1o ’
reconsider the constitutional right to travel. The Court granmted review of this issue once before,
in 1993, but found that the case was not ripe because California did not have a federal waiver
necessary.to implement IS provision. Anderson v. Jreen, 513 ULS. 557 (1995). Since then,
Congress passed PRWORA, which resolves the ripeness problem and allows a state “

“to apply to a family the rules {including benefit amounts) of the program
funded under this part of another State if the family has moved to the State

X
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from the other Siate and hag resided in the State for less than 12 months”

The United States is not a party to the case, and the PRWORA. provision - given that it is
merely permissive ~ is not under direct challenge. However, if the Supreme Court wers to strike
down California’s statute under a standard of strict scrutiny, it could essentially nullify the
federal law,

The Solicitor General is considering whether to file a brief in this case and, if so, what
position to take. In light of the federal statute and the peril to the constitutional right to travel,
there are significant federal interests at stake. The Supreme Court has not invited our
participation, but would thick it unusual for the United States not to file a brief. The last time
this issue was before the Court, in Anderson v. Green in 1993, the ULS. did not participate.
Although that was before enactment of the federal statute, there is no imperative that we file. If
we do not file, no one else may offer the Court a moderate option that could preserve the right to
travel,

The policies behind the federal stahite are reasonable. Granted, in individual cases it may
be unfair to limit 3 family migrating from Mississippt to Mississippi’s level of benefits - even if
they did not receive benefits there - while they have to sustain California’s much higher cost of
living. But in the aggregate, if welfare recipients can flock to the states with the highest benefits,
there could be a *race to the bottom,” as high benefit states seek to minimize disparities in
benefit levels o avoid becoming welfare meccas. Moreover, we sought in PRWORA to give
states more latitude to experiment with welfare solutions. -

In addition to defending the federal statute, then, we believe our primary goal ought to be
the preservation of Shapirg. The constitutional right to trave! is important, and we generally
should seek to safeguard the civil Liberties of our citizens. Moreover, we have placed great
emphasis on starg decisis in other contexts, from abortion to affirmative action. There are strong
. policy reasons not 10 undermine that doctrine.  The Solicitor General believes that the best way
~to preserve Shapiro is to defend the statute and distinguish this case from the Shapirg line of
_precedent, :

The Solicitor General therefore intends to file g brief tornorrow arguing that the federal
provision quoted above is a reasonable measure designed to further the welfare reforms of 1996,
* to ensure that the state variations in welfare benefits encouraged under PRWORA do not create
artificial incentives to travel, and to avoid state reductions in benefits given the fixed block grants
states receive.  Although no state may in its parochial interest seek to “fence owt” poor people,
the national legislature, when dealing with the right to travel - a right of national citizenship -
can authorize states to effectuate a federal purpose. Because of the Congressional authorization
here, and because California does not deny benefits as in Shapiro, instead adopting a “choice of.
law” approach for setting benefit levels, this case is distinguishable from Shaviro. The California
statute thus need not satisfy strict sorutiny. But minimum rationality is too lax a standard to
review impositions on the fundamental right to travel. Accordingly, the 8G will urge
intermediate scrutiny of California’s law, 3 standard that would require California to show that
itg statute bears 3 substantial relationship 1o the goals articulated by Congress. In other words,



California would have to demonstrate that the statute is narrowly tailored.

California probably cannot meet that burden, although other states could well do so,
California’s statute is overbroad. Its limitation on benefits was enacted before PRWORA and is
not limited only to those who received welfare in their state of prior residence, or who were
eligible to receive welfare, or who traveled for the purpose of obtaining higher benefits. While
the S will argue that California should have the right to make further showings on remand,
given the balance of hardships between current recipients of benefits and the state’s policy, as
well as the Likelihood of success, he will contend that the preliminary injunction should stand.

We believe that this approach fulfills the $G’s obligation to defend the federal statute,

provides the Justices a way to preserve Shapiro, and fairly reflects the balance of policy concerns
at stake,
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THE WHITE HOUSE
WASHINGTON

April 5, 1999

MEMORANDUM FOR THE PRESIDENT
FROM: ' RBruce Reed

SUBJECT:

Following your recent conversation with Secretary Shalala about welfare reform, she has
provided the attached summary of the impacts and implementation of reform. This report pulls
together evidence from many of studies we have described before, providing a helpful
comprehensive summary. The report urges yvou 1o make your FY 2000 budget and other
proposals to hielp low income working families a high priority. Her key points include:

Research Evidence

. Employment: There is solid, consistent evidence -- both from evaluations of state welfare
reform demonstrations and national data -~ that welfare reform has led to increased
employment and earmings for welfare recipients. State studies show employment
increases between 7 and 29 percent, and earnings increases of 16 to 27 percent, The
employment rate of previous-year AFDC aduit recipients increased from 19 percent in
1992 to 25 percent in 1996, and jumped to 32 percent in 1997,

+ Family income: When earnings are combined with the EITC and other Benefits, families
who go to work should have more income than if they remain on welfare. For example,
in the average state, 2 women with two childres would be better off working 20 hours a
week than she would be on welfare. At the same time, there is some early evidence that
some of the most disadvantaged familics may be losing income,

* Child outcnmes There are no ear[y indications that rates of foster care or child abuse
have increased as 2 resull of welfare reform. For example, a recent study from Wisconsin

found 5 percent of former welfare recipients (19 families) had & child five with someone |

else because they couldn’t care for them after leaving welfare, but almost as many
respondents {16) said this had happened to them before they left welfare. Maryland
found that only 3 children {all in one family) had been placed in foster care out of a
sample of 1,810 children in families who had lefl welfare,

* Food Stamps and Medicaid: As you know, enrollment in Food Stamps and Medicaid has
fallen recently for a variety of reasons. The memo reviews the possible explanations but
does not have defimtive explanations for these trends. We continue to work closely with
HHS and USDA @ better understand the factors contributing to these trends and 1o ensure
that the federal and state agencies are doing everything possible to make sure those who
are eligible for these benefits continue to receive them. 1Y

“T. 3%
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. Legal immigrants: The memo underscores the tmportance of our current budget
initiatives to restore benefits to vulnerable legal immigrants.”

. Across the country, there has been a strong and pervasive shift towards encouraging,

requiring, and supponing work. Most states require parems to engage in some form of
work sooner than the 24 month federal requirement - 23 states require immediate
participation in work -~ bul they have flexibility to define what counts as work for this
purpose. The memo indicates that Pennsylvania is the only state that treats this work
_requiremnent as a strict time limit that could lead to terminating famities from assistance.

» There is significant variation in state use of sanctions, time hmits, and diversion. Thity
eight staies terminate assistance for families not cooperating with work requirements
(typically cutting off benefits after several infractions, and restoring benefits to those whoe

_subsequently comply}, while the remainder reduce benefits. Eight states have chosen a
lifetime time limit shorter than five years, while five states plan to use state funds to
extend benefits beyond the federal five year time limit and another five plan to impose
time limits on adults only. It is (oo early to detenmine the impact of time limits since only
a small fraction of recipients have reached them, Many states are experimenting with a
variety of strategies to divert families from receiving cash assistance by providing lump
sum emergency payments and other supports and requiring an applicant to search for a
job before receiving assistance,

. States are in varying stages of designing strategies for and making investments in helping
long-term recipients move from welfare to work and succeed on the job. The challenge is
to convince states to invest anspent TANF funds on these adults.

] At 8 ] ($ ¢

To make work ;:»a and ensure the long-term success of welf: are reform, Secretary Shalala
encourages you to focus on three issues:

. Help Iow income families retain their jobs and find better ongs by: enacting your

initiatives to expand child care, raise the minimum wage, and maximize access 1o
Medicaid and CHIP; making Food Stamps more accessible for working families; and
through the TANF rule, encouraging states 1o help working families with transportation,
child care and other supports.

. Invest in all families, including the hard-to-serve by: reauthorizing DOL’s Welfare-to-
Wark program, encouraging states to invest TANF funds in hard-to-serve populations as
well as non-custodial fathers, and resisting efforts to cut the TANF black grant.

* Treat fegal immigrants fairly by enacting our new proposals (o restore additional
disability, health and nutritional benefits and by releasing guidance on public charge.
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THE WHITE HOUSE
WASHINGTON

Janvary 14, 2000

FROM: © Bruce Reed
Cynthza Rice ‘q(‘ ’

SURIECT: ’ Second Chance Homes ' % %\

We understand Jane Fonda would like to talk to you about second chance homes. Ms.
Fonda has been very involved in teen pregnancy prevention efforts, and is the founder of the
Georgia Campaign for Adolescent Pregnancy Prevention.

Background on Second Chance Homes

»

As vou know, the 1996 welfare law included a provision vou championed to require |
unmsrried minor parents to attend school and live with 2 parent, guardian or adult refative in
order to receive TANF, uniess these options are not available or appropriate. For teens unabie to-
five at home or with relatives, states must provide access to an adult-supervised and supportive
living arrangement such as a second chance home. States can use TANF funds to pay for these
homes. :

- Te date, several states (including Massachusetts, Nevada, New Mexico, Rhode island,
and Texas) have statewide second chance homes programs, and at least 16 states have Jocal
programs. Rough estimates show that current programs are serving about 1,000 teen mothers
gach year,

What More We Can Do

* This fall, we began to consult with experis ahout what more we could do to encourage
second chance homes. {(One of these experts, Kathleen Sylvester, formerly of the Progressive
Policy Institute, has also been working with Fonde, which may have prompted this call.} Fonda
may be calling to urge you to do more in general on second chance homes; or she may be urging
you s;xc:fical!y to include new ﬁmcimg 1 your buégaz:

{a general, we do not think funding is an obstacle to the expansion of second chance

| homes. States currently have $4.2 biltion in unobligated TANF funds, or {1 percent of the total

awarded, that they could devote to these efforts. Thus, we did zzot recommend to you any new
spending in the FY 2001 budget. -
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THE PRESIDENT HAS SEEN
(190D

However, there are several very helpful steps we belicve we could take by executive
action, and once the budget s completed, we were planning to work with HHS and E—EUI} o
dcvciep szzch a package, which we believe could include:

. Issue HHS guidance to states making clear how they can use TANF and other federal
funds for second chance homes.  In our experience, guidance like this often spurs action
by providing reasgurance to state budget officials and fodder for state advocates.

' w Direct HUD te make certain surplus properties available, at a 30 percent discount, to

nonprofit groups that want o purchase them to create second chance homes. Since
TANF funds cannot be used to purchase property, this action would provide another way
to subsidize such purchases, (It 1s not necessary to purchase property inordertoruna
second chance home, of course - TANF funds may be used to rent praperty forsuch  « .
homes ~ but this action would provide additiona! optiens.)

V1 Dircct HHS t use existing evaluation funds to research the impact and effectiveness of

these programs, We believe more states and communities will be willing to put homes in
place if there is more concrete evidence of their effectiveness in helping teen parents
become self-sufficient and prevent additional put-of-wedlock births.

Note that we have not yet vetted the;c ideas with fhe agencies, bt plan o very shortly.

Support for Second Chance Homes

There is widespread political support for second chance homes; Senator Moynihan and
Senator Bradiey have both proposed new funding for second chance homes (Moynihan at $45
mitlion a vear and Bradley at $300 miliion a year). Governor Bush, as part of his faith-based
platform, said he would provide a block grant to states (am{mnt unspecified) for pilot maternity
homes.

)
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