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THE WHITE HOUSE 

WASHINGTON 

February t7, t997 

,
• 

MEMORANDUM FOR THE PRESIDENT 

FROM: 	 BRUCE REED 
LYNHOGAN 

SUBJECT: ' 	 Welfare CaseJQad Statisw;~ 

o 

We bave been working with HHS to compile a series of estimates whkh you may find 
useful as you talk abOut the chalIenges ahead in welfare refonn, The numbers are daunting~ but 
not as impossible as you might ~ink 

I. Case-load Reduction, 1993-90 

When you took office. there were 14.1 million people on welfare, including nearly 5 
million adults, By October 1996 (the latest figures available), the caseload had dropped.to 11.9 
million people, fewer than 43 million of them adults. The 225 million decline (a 16% 
decrease) is the largest easeload drop in history. " 

The decline is even more striking when you consider that the caseload did not peak until 
March 1994, when it reached 14.4 million (5.1 million adults), The caseload dropped 18% 
between March 1994 and October 1996. 

If these trends hold, the total decline from January 1993 to January 1997 should be more 
than 2.5 million people and between 900,000 and I million adults. 

No studlCS have been done to determine how much of the recent caseload decline is due 
to a good economy and how much to state welfare refonus. Historically, the food stamp 
caseload has closely tracked the business cycle, but the welfare caseload bas not. More than half 
the welfare casdoad haS never worked; an economic downturn is not what landed them on 
wei fare. A CRS study of the surge in welfare rolls during the Bush years attributed most of the 
increas_e to the rising number of births to flever~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 refonn experiments ~~ including 40% declines in Wisconsin and Indiana. The past four 
years have been a time of unprecedented state experimentation in welfare refonn. 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 redpient was affected by the new law during that period.) 

Still, it wopld be • mistake to give welfare reform all thHr6dit for caseload changes over 
the past four yearS. Virtually every state with a vigorous statewide effort has cut case\oad by a 
quarter or: more. But some states did little or nothin~ to refonn their welfare systems. and others 
experime'hted in only a few counties. . . 

Four states had caseload increases between January 1993 and October 1996: Alaska, 
Hawaii, New Mexico~ and most important, California., which has 20% of the national caseload. 
In cadi state, a 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 t and leads the nation in child-only cases -* U.S.~citizen children ofitlegal immigrants 
who are eligible for welfare because they were hom here. 

II. Key Fact, about the Ca,.l.ad 

Family Siz~: The average si?" of '1.welfare family is 2,8 people. Moving 360,000 adults 
off welfare will reduce the caseload by I million people, 

. Able-Bodied Recipient&: HRS estimates that 80-90% of adult welfare recipients are 
capable ofjoiniug the workforce, The other 1Q-20% are considered unable to work because of 
health, age, Qr severe mental or physical disabilities. 

III. Meeting the New Work Requirements 

Under the new welfare law, every able-bodied adult is supposed to work within 2 years of 
receiving benefits, (About 35% of current recipients have .been on th~ roUs less than 2 years,) It 
is up to the states whether to enforce that requirement. The only enforceable federal 
requirements are the 5~year lifetime limit on federal benefits and the work participation rates. 

Tjme Limits: 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 tbe caseload from the 5-year limit, and use state dollars to 
exempt others iftney choose. Most recipients wilt take longer than 5 yenrs to reach the 5-year 
limit, because all but the permanent underclass (about a quarter of recipients) cycle on mid off the 
caseload. Until we have a national time clock -- which was envisioned in our 1994 bill. but not 
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included in the final law ~- some recipients also may be able to circumvent the lifetime limit by 
moving from state to state. 

Work puticipatiQo Rates: Under the new welfare law, states must have 25% oftheit 
adult caseload in work activities in 1997.30% in 1998, 35% in 1999,40% in 2000, 45% in 200 I. 
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 acF0rdingly, Effective work rates for this year and-beyond have already been 
reduced 8% nationwide by recent declines in the caseload, (Many states have lowered their 
caseloads and their effective work rates by twice that much, A few haven't lowered their 
caseload! at aiL) " 

The following projeetions were calculated by HHS but are considered preliminary and are 
under review, About a quarter of the adwt caseload is exempt for a variety of reasons. primarily 
the exemption for parents with children under one. By these estimates, states wiIJ be required to 
put I million adults into work activities by the yo';" 2000, and Ll million by the year 2002, That 
number will be lower· ifcaseload declines are greater than projected. (The: current caseJoad is 
already slightly Slnaller than the FY2000 projection,) 

FY95 FY96 	 FY 2000 FY 2002 
(projected) (projected) 

Average, mon~hly caseload 4.9 r.nilIion 4,5 minIon 4.3 million 4.'0 million 

NOD~exempt adult weIoad 	 3.3 million 3.2 million 2~9 million 

Work participalion rate 	 40% 50% 

Caseload reduction from '95 	 .6,7% 8% 12%, 

Effective work participation rate 32% 38% 
(minus casefoad reduction) 

Total number ofadults required to work 1 million 1.1 million 
(Effective work rate multiplied by non..-exempt caseload) 

Only a portion of the 1 milIion would be in subsidized work programs in tbe privl1te or 
public'sector. States can count vocational education as "work" toward a fifth of its participation 
requirement. Several states may raise their earnings disregards so that they can count more of the 
working poor toward their participation rates, 
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We will ask HHS to run these numbers on a state-by-suite basts as well. By these 
estimates. New York State, with more than 9% of the national ::;aseload. will have to place 
around 100,000 in work by the year 2000. 

IV. Hiring Power in the U.S. 

There are 826,000 U.S. businesses with more than 20 employees.. . 

There are 135,119 congregations with more than 200 members, and 205,583 
congrega1ions ?lith more than 100 members, j 

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

, We will run these numbers on a state~by~state basis as well .. 

V. Miscellaneous Statistics 

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

WQ(k Suppiemenl!!!ion: As of August 22, 1996, when you signed the welfare law, II 
states had received waivers to modify work supplementation ru!es, Oregon and Missouri 
pioneered this concept Most of those waivers sought to combine AFDC and food stamp benefits 
to subsidize jobs. 

Out-of-Wedlock Births: The birth rate for unmarried women dropped 4% in 1995, the 
first decline in 19 years, The proportion of aU births to unmarried mothers declined slightly to 
32.0% in 1995, from 32.6% in 1994. Three years ago, Senator Moynihan predicted that the ratio 
would rise to 40% or even 50010 over the next decade, 

Then Pregnancy: The teen birth rate has declined four years in a row by a total of8% 
between 1991 and 1995, HaIfa 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 tne 
iHegWmacy ratio for teenagers actually rose (from 70% in 1992 to 72% in 1995), But the teen 
birth rate fell faster than. the teen illegitimacy ratio went UPI and the overall illegitimacy ratio ~as 
stopped rising. 

Child SUll!lilll: Child sUPjlOrt collections increased 50%, from $8 billion in 1992 to $12 
billion in 1996. 

, Pmernitv Establisbment: Paternity establishment's have increased under the Clinlon 
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Administration from 554,637 in 1993 to 903,000 in 1995, 

&lyerly: The number of people in poverty dropped by 2,9 million between 1993 and 
1995, after four straigh.t years of increases. 

VI. Other Questions 

Childless Adults: Most states do not provide welfare benefits for single, childless adUlts, 
This population will be hit hard by the 3-month time limit on food stamps, Our budget would 
restore their eligibility (unless they tum down a work slat), provide states with funds for 380,000 ' 
new work slots, and make childless adults eligible for our expanded Work Opportunities Tax 
~redit, which gives employers a 5(1110 credit on the 'first $10,000 in annual wages. 

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

Qrganizing Non-Profits and ReUgiQUS Ore;anizatiQos; We have spoken with Maria 
Echaveste about the need for a full~tirne staffer in Public Liaison to organil£ religious 
institutions, non-profits, and businesses to 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, Indeed, 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 aggressive child support enforcement and 
!>two :yea.rn and work." 

The major findings are set out below: 

• 	 Unanimous support for two years program. There is virtually no opposition 
to a welfare reform program that e><pands job training and day care, but then 
cuts off, welfare benefits after two years and requires people to work. 
Regardless of whether the plan is introduced as Congress' or President 
Clinton's, it garners. almost unanimous suPPOrt - 88 percent in favor. There 
is little difference between races: blacks, (82 pereent favor), whites (88 
percent), and Hispanics (90 percent) overwhelmingly favor the plan; 

• 	 Democratic funding approach runs abead oCRepublican alternative. Voters 
are more supportiv~ of Democratic plans to cover refoon· costs with a 
combination of reduction in welfare rotls 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 cere Republican constituencies, 

• 	 Child support pal"'ents key to reCorm and financing. The public's top 
priority in welfare refonn is a program of aggressive child support 
enforcement (65 percent single higbest or top few priorities). They are much 
more likely to back a Democratic funding proposal that includes "strict 
enforcement of child support pal"'ents'" (61 percent) than an alternative 
without such a program (51 percent). Republican women abandon the 
Republican financing proposal when the Democratic alternative includes a 
child support provision. 

• 	 Responsibility, individual accowltability important to refano. There is little 
about the current system that voters want to maintain, and they are 
particularly supportive of tefanns and funding proposals that promote 
responsibility and accountability - such as sponsors taking responsibility for 
new immigrants or limiting _benefits to drug and alcohol abusers. Minorities 
are Strongly supportive of a national campaign against teen pregnancy. 
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Welfare Reform 

• Perot voters eager ror reforms. Welfare reform is popular wilh 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, resembling Democrats on dayeare subsidies but looking 
like Republicans on denying additional benelits to women.who have children 
while on welfare. 
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Welfare Reform 

Priorities for Welfare Reform 

Vote~; are dear in the.ir 
, 

top priorities for welfare reform -- they want fathef5 to take 
responsibility for their children and they want people off the welfare rolis and into work. 
Other components of reform are grouped together, but there is a clear desire to eliminate 
the fraud voters associate with welfare and a call for individuals to take responsibility for 
their own lives: 

,,,,,,, 
Percent 

Top Few 

Aggressive child support enforcement 65 

Expand job training and day care but cur off 
benefits after 2 ye..,; and require people to go to 
work 

63 

Strict measures like fingerPrinting to make sure that 
people don't receive benefits in more than one 
locality : 

51 

. 

National' campaign against teen pregnancy 4& 

-Stop additional benefits to women who have new 
children while on welfare 

4& 

Day care subsidies for low income working families 48 
,,

Require teen-age parents to finish school and live 
at home with parent or responsible adult 

45 

,, 
:, 

Child support enforcement is universally popular. There is almost no gender or 
partisan vanation, although independents (71 percent top few priorities) and Republicans 
(67 percent) are so'f'ewhat more supportive. The two years/ job training initiative is .a1so 
strong among almost every group, Interestingly, Perot voters place it much higher in their . 
top priorities (75 percent) than either Bush (63 percent) or Clinton '1oters (59 JX;rcent), 

. Perof voters 'in general 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 denying additional benefirs to welfare 
mothers who have new children (54 percent each, compared to 41 perrent of Clinton voters. 
They are open to almost any type of refonn that will change the system, including a program 
to stop teen pregnancy, . 
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Welfare Reform 

Black and Hispanic voters bave different. top priorities than whites, but their overall 
agendas are similar. Blacks place the single, highest priority on a campaign to end teen 
pregnancy (21 percent single highest priority) followed by child support enforcement (18 
percent). Hr.;panics split between two yearsf job training (22 percent), a teen pregnancy 
initiative (20 percent) and fingerprinting (20 percent). Whites place their top initiatives as 
two yearsj job training (20 percent) and child support enforcement (17 percent). 

Blacks vary somewhat in their overall ranking> of the "two years and work" initiative. 
Child SUPPOIl enforcement 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. 

Fundin~ Alternatives 

There is strong SUPPOIl for .1I 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 eliminaung these 
tax breaks and subsidies is more popular with Democratic voters, and will bell' to 
consolidate suppert 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 least majority supPOIl for each one. The proposals rank as follows: 

, Percent 
, . 

Favor, , 
,, 

Require gaI!lblers to pay withholding tax 83, 

, Require immigrant sponsors to take responsibility for those 77, 

immigranll! for 5 years 
, 

, Deny benroll! to new immigranll! until they become citizens 
, 

73 
, 

!, Unlit benefill! to drug and alcohol abusers 71 
, , 

Eliminate be"roll! to legal immigranll! 64 
, 

Eliminate tax breaks for annuities 62 

Cut farm subsidies for wealthy farmers 
, 

61
, , 

, 

,, 

,, 
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Welfare Refmin 

. Eliminating benefits for legal immigrant;s is an attractive alter.Iative for many swing 
voters. Indeed, mo;e independents favor the proposal (71 percent) than Republicans (69 
percent). Even a majority of Democrats support the idea (56 percent). 

While voters lind the GOP scl1eme attractive, they do not stay with it when 
contrasted with a Democratic alternative. When asked to choose between two approaches, 
the Democratic approach wi~ a majority each time. A Democra.tic alternative that includes 
aggressive child support enforcement runs far ahead of the Republican plan: 

. 

Welfare for Wealthy/ Work O>ntrnst Fraud/ Deadbeat Dad Contrast 

The Democlllrs pay for their reforms by 
cutting welfare for the wealthy in the form 
.of tar brealcr and subsidies, and reducing 
the weI/are rolls by _king work pay with 
more tax brealcr for the working poor. 

51 pe",ent 

The Democlllts pay for their reforms with 
spending cuts in other programs, by 
cracking down on weI/are fraud and with 
strict enjorr::efMnt of child suppOTt . 

p<1)lfMnts from deadbeat dads. 
61 percent 

The Republicans pay for their reforms by 
bomng fwther weI/ore benefilS to legal 
immz"grants who are not American citizens. 

34 pe",e"t 

The Republicans pay for their reforms by 
bomng fwther weI/are benefirs to legal 
immigrants who are not American citizens. . 

27 percent 
, 

The lirst approach (welfare for wealthy) breaks OUt largely along panisan 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 - .llpercent 
back the Democratic plan (compared to jUst 27 percent On the fir.;t alternative). Perot 
voters back the deadbeat dad proposal by 62 to 24 percent 

Voters are most concerned .bout the effects of denying benefits to legal aliens. The 
strongest arguments against the funding proposal focus on the costs of dealing with these 
people when they get sick (62 percent serious doubts) and the possibility of. more hungry 
and homeless people in their communities (60 percent). ArgUments dealing with 
constitutionality and the legal status of immigrants are strong but 1= effective. Groups that 
are. most responsive to the arguments agaillSt denying" benefits to legal immigrants are . 
mostly non-eollege (74 percent, 46 percent high school or 1=) and disproportionately older 
(47 percent). A plurality (40 percent) are older non-college voter.;. 
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THE WHITE HOUSE 


WASHINGTON 


"
" January27,1997 

MEMORA NDUM FOR THE PREgDENT " 
FROM 	 BRUCE REED 

SUBJECT Add On T. Tbe Micro Credit Awards Event 

On Th\lISday, January 30, 1997 you are scheduled to take part in tne micro credit 
ceremony in the East Room. The First Lady and Secretary Rubin~ with YOU l will present the first 
annual Pre;;idential Awards in Excellence for domestic m:cro credit programs, Y()u will be 
honoring seven successful micro-entrepreneurs. A reception will follow, 

rn addition, you will be able ~o make two related announcements ~- a new public-private 
partnership to pursue highly aggressive welfare to work efforts~ and a commitment to increase 
CDfI funding, The announceClents 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. 	 Announce the Chase l\1anhattan BankIRockefeller Foundation/HUD Welfare-to
Work S9.0 Million Dollar Partnership. 

Chase Manhattan Bank a'1d the Rockefeller Foundation have teamed with HUn in a 
tl1ree~way partnership to plan and fund long-term private sector welfare-io-work demonstrations 
Jt!signt!d to raise e:uploY1l1em rat.es by as ruuch as 20-30 percent in small urban neighborhoods, 
Chase'and RockefeHer have 'committed a total of$7.5 million to 'the project aiong with an initial 
$1.5 million commitment from HUD. The Rockefeller Foundation expects to false an additional 
$7.5 million from corporations, foundations, and'government agencies. 

Organizations in' 15 urban communities throughout the country will be selected to 
participate in these demonstrations, Systematic research will monitor activities and community 
outcomes to detennine whether dramatic increases in employment can be achieved. 

Funding will gQ in p.art to comml.!nity organizations committed·to undertaking intensive 
training and private sector job placement effort<; 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 tiUtt supports 
work, Funding wi[) a!so go to Public Housing Authorities in 5~6 cities to train and place public 
housing residents injobs while ~imultaneously modifYing welfare and housing polices to 
encourage work, 

"......{ Peter Goldmurk. President of tllC Rockefe~ler f ounciatio:t tbe Vice Chair of Cbase Bank, 
:'l!1d a high level representali ve from HUD wiil be present. 



2. 	 Reiterate commitment to increase the Community Development FinanciaL 
Institutions (CDFI) Fund budg't 

'Your new budget inCludes a $1 billion increase over five years for the CDFI Fund, which 
coordinates the Administration's numerous microenterprise programs. The exact dollar amount 
for OUr FY '98 budget has not yet be<ome public. 

) 

-, ) 
.
, , 

\ 



\,. 

--''\, THE WHITE HOUSE: 

WASHINGTON 

" 

Iuly 24. 1997 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 
• CYNTHIA RICE 

SUBJECT: NEXT WEEK'S SPEECH ON STATE WELFARE REFORM EFFORTS 

On Monday. July :?8th, you \\fiU speak to the National Govemors~ Association in Las 
Vegas. We believe your speech is an opportunity to m.ake a rnaj9f statement on welfare refann 
one year after you signed the new law into effect and four years after you began to refoon welfare 
by granting waivers to the statcs. You are scheduled to follow this speech with a Welfure to 
Work Partnership event on August 12th with several hundred business leaders in St, Louis 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 
values that have guided welfare reform. YOLI could discuss the importance ofwork and 
responsibility, of requiring both parents to support their children, and also ofteaching teenagers 
that staying in school and avoiding parenthood are the right things to do. You could talk about 
the new role ofwelfare workers: not to dole out checks, but to assist welfare recipients in meeting 
the challenge ofjoining 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 
investments in health tare, child care, and transportation. 

We also thought that in the NGA speech you could tum the spotlight on the states: to 
underscore the successes ~w but also point out Some ofthe shortcomings -- of state welfare monn 
efforts, You could emphasize that while we have much to be proud ot:. we cannot rest on our 
laurels. Instead, state, must seiZe the opportunity to us. savings from declining caseloads and the 
growing economy to put even more people to work. Many states are investing new funds in child 
eare, trltIlSpOrtatio", and other welfare-ta-work tfforts; others are diverting savings to other parts 
oftheir budgets. We thought you could praise those who are doing the right thing. and scold, 
though not by name, those who are not. Overall, we hope in this speech Ihat you could send a 
signal that 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 announcemenls you "ill have made on,Friday ofthe big city school districts lhal 
have agrend to adopt the new tests, 



,
• 

The State ofthe Slates 

As you know, weJfare rcram'! began long before last August. with the waivers we granted 
to 43 states to allow them to impose tough work: requirements and time limits and provide 
incentives to make work pay better th_an welfare. Under the new Jaw, 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 Of leveraging additional 
financial or community resources for welfare to work efforts:. Other states are simply in a holding 
pattern, postponing changes beeause ofpolitical conflict (i.e., New York and California) or for 
other reasons. Here's a summary ofsome ofthe interesting trends we've uncovered. 

Child Caru:Efforts to expand child care are widespread. Because ofthe additional $4 
. , bHlion ~ secured in the welfare law. all states are receiving more federal funds. which they must 

match with their (lwn dollars. About half the states are increasing their spending beyond what is 
needed to match the new federal funds. Some states are adding quite a bit more: Wisconsin 1S 
adding $160 million, Illinois is adding $100 million. and Florida is adding $23 million in new funds 
and shill.ing $60 million from the welfare block grant to child care. A new paper by the 
Progressive Policy Institute praises IIIinois. Michigan, and Washington for establishing "seamless'" 
child care systems which provide subsidies for all workers below a certain income, whether 
the),tve been on welfare or not, (There's a growing concern that SOme states are short-changing 
the working poor by giving former welfare recipients priority for child care subsidies. Creating a 
universal, income-based system avoids that problem.) 

Transportation: Several states have deve!opCd 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 eannarking $2.2 mimon of 
its T ANF funds for new transportation services for welfare recipients. New Jersey has announced 
a $3,7 million initiative to move Work First New Jersey participants to work. In May, the 

, Dep.rtment ofTran'portation worked with NGA to award planning grants to help 24 states 

develop transportation strategies to support their welfare to work efforts. 


Welfare to Work Programs: Nearly aU state welfare-to-work programs include the 
traditional elements: job search, training, education. community work experience, and placement 
in unsubsidized jobs, But now, according to. new survey by NGA, 36 states are using weifare 
checks to subsidize private jobs, although mostly on a small scale. Twenty-seven states bave 
"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 governor and 
other electad 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 ofall positions for furmer 
welfare recipients. 
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Diverting Welfa.re Savings fQ(Otber Uses: Not all states are investing welfare savings in 

child care, transportation, or other welfare to work efforts. According to the Progressive Policy 
Institute, Ohio is actually cutting state spending on child care and is using some orits savings 
from lower welfare caseloads for tax cuts (the state protests that, with the infusion of federal 
dollars. it is sti1l :;pending more'overall on child care than before). In ConnecticUl, the governor 
proposed and the legislature enacted a plan which uses federal TANF 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 
funded by state doll= 

. 
Child Support Enforcement: As you know, we have made progress in child support 

enforcement, increasing collections by 50";' from 1992 to 1996. Last years welfare law included 
tough new measures to help states track deadbeat-parents across states Jines, To date, bowever, 
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 ofthe new child support 
provisions required by the new federal law, Moreover, nine states - including California, which 
has 22% ofthe nation's welfare caseload·· will likely not make this October's deadline 10 put in 
place new child support compufer systems, We think that in your speech you should underscore 
the need for prompt state action in these areas, 
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TH E WH ITE HOUS E 

WASHINGTON 

December 16. 1997 

MEMORANDUM TO THE PRESIDENT 

THROUGH: Sylvia Matthews 

FROM: Bruce Reed 
Diana Fortuna 

SUBJECT: SSA Report on Implementation of Children's S8! Cutoffs 

The Social Security Administration intends to release a report this Thursday on its 
implementation of the new definition ofchildhood disability for S8!. This report follows 
Commissioner Ken Apfel's promise, at his confirmation hearing in September, of a Utop to 
bottom" review of SSA's process for redetermining the eligibility ofchildren. 

As you know, the welfare law tightened the definition of childhood disability for 881, and 
required the Social Security Administration to redetermine the eligibility of approximately 
288,000 children, out of about one minion children now on the roUs. These reevaluations have 
led to almost 140,000 leoninations to date. (At the time the welfare law was enacted, CBO 
estimated that 1 &0,000 children would lose 8SI; when SSA announced its interpretation ofthe 
law, it projected that 135,000 children would become ineligible.) Advocates charge that SSA has 
done a poor Job on these reevaluations, causing eligibJe children to be dropped from the rolls. 

The report concludes that SSA did a generally good job ofredetennining eligibility for 
these children. The report, however, identifies three areas ofconcern 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 ofthese 
children may have been tenninated incorrectly. Second1 SSA will review a portion of every 
state's unappcaled terminations, choosing the kinds of cases most needing review in each state. 
and focusing heavHy on states that SSA has found to have a relatively high error rate. This 
review will allow SSA to give special attention to states with the highest error rates, without 
singling them out as "bad actors." Third, SSA will offer all 70,000 families who did not appeal 
its tennination deciSions a new opportunity to do so. These actions, and the problems they 
address, are further described in an appendix attached to 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 
J00,000 children ultimately will lose SSI benefits. 



• 


With the report. SSA also plans to release case studies ofa random sample of 151 
children who have lost henefilS. 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; only a handful are age 
six or younger, 

Advocates will probably have. 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 address the latter issue. The Republican leadership in Congress has been 
extremely supportive of SSA's implementation of the law to date, but probably will criticize this 
report on the ground that it bends over back...."'ds to restore benefits. 
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SSA Report on Childhood Disability Pro .... 

SSA's report examined three areas of concern raised by advocacy groups: 

I. MenIal Retardation 

Adv"".t..' Charge: Too many children with mental retardation were cuI from the rolls. 

SSA Finding: Of the 136,000 children terminaled to date, 42,000 were "coded" as mentally 
retarded (MR). However. most oflbese children do not aCIually have MR, because until recently 
SSA's systems did not have all the necessary codes, Instead, most of these children have other 
menta! disorders, such as learning disabilities or "borderline inteIlectuaJ functioning" (which falls 
short of full-fledged MR). Some W1known subset of the 42.000 do have MR, bUI either their 
impainnents are not severe enough to qualify them for SSI. Of they ,were denied incorrectly. 

Even with these terminations, approximately 350,000 cbildr.n coded as MR will remain on the 
rolls, out ofthe total of one million children on SSt ' 

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

II. State Variations in Cutoffs 

Advt)cates' Charge: Errors in cutoffs appear likely. since termination rates varied widely by 
state, from 32% in Nevada to 82% in Mississippi. Also~ SSA may not have acquired aU 
documentation, such as school records, needed to judge a child~s disability, Finally. some states 
were disqualifying ,too many families for failure to cooperate without making adequate efforts to 
reacb them. 

SSA Findings: SSA data show that on average 93% oftermination decisions were both 
accurate and complete (i..c.., they included all required documentation). This exceeds SSA' s 
required level ofoverall state performance fOT SSI. which is 90.6%, However, 10 states had 
accuracy/completion rates below 90%, Another 9 states had accuracy/comptetion rates below the 
national average. (SSA's experience is that about one-third of the errors identified in these 
measures wiH ultimately prove to be accurate decisions that simply lacked documentation,) SSA 
found that many inaccurate decisions stem from an overly strict interpretation of the new rules 
for children who exhibit maladaptive bebavior. 

Claims that SSA did not acquire aU needed documentation were detennined t'? be largely 
unfounded. However, SSA found wide state variations in the percentage ofchildren cut off 
because their fhmilies did not cooperate with the redetermination. In a study of such cessations. 
SSA found tbat 68% of tbe cases did nol include document.tion th.l.1I required efforts 10 

contact the family had been m.ade. 

\ 
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SSA also perfonned a regression analysis to determine 'Whether wide state~to~state variations in 
overall tennination rates should be expected becaUse of legitimate factors, such as the child's age 
and impainnent and whether the child was initially ndded to the roU. based on the less strict 
criteria eliminated by the welfare law. SSA found that these raclOrs would lend you to expect the 
cutoffrate to vary from 40% in Idaho to 78% in Mississippi. While this regression analysis does 
not fuUy 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 ofthe 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 result of failure to cooperate will be 
reviewed. SSA will also provide more training on maladaptive behavior.. 

III, Apll ••Ill.illht, 

Advocates' Charge: Too few families are appealilfg because SSA's notice to families was 
confusing, and workers discouraged appeals. Also, SSA discouraged families from requesting 
that benefits be continued during tlle appeal, and didn't do enough to publicize free legal 
services, 

SSA Finding: SSA found that its workers did not discourage appeals, although this may have 
occurred in isolated instances. At the same time, a survey conducted by SSA confirms that many 
families did not understaad their appeal rights. 

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

I • 
\ 
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THE WHITE HOUSE 


WASH INGTON 


February 5, 1998 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 

SUBJECT: SECRETARY SHALALA'S REPORT ON WELFARE REFORM 

The attached memo from Secretary Shalala provides a good update on welfare reform. 

Among the most interesting findings: 

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

• 	 There has been no "race to the bottom~ -- states are spending more per recipient 
than in 1994. All states are meeting the maintenance ofeffort requirement we 
fought for in the welfare law, and 20 states are exceeding it 

• 	 Many more recipients are now working. State evaluations show a s.ubstantial 
increase in the shore ofpeople who leave welfare for work (from 45·50 percent 

,under AFDC to up to 60 percent now)~ even as record numbers leave the rolls. 

• 	 There is tittle evidence of hardship among those who are sanctioned for not . 
meeting program rules. Only nine states have adopted lifetime limits of less than 
five years, 

• 	 Forty states have enacted policies to make work pay. generally by increasing 
~ngs disregards so families can keep their weJfare subsidy while earning more. 

• 	.. About a half dozen states (CA, NY, MD, OH, FL, CO, 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-only welfare programs to which TANF work 
requirements and time limits don't apply. 

,
. 
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MEMORANDUM ,DR 1mPRESIDENT 

The pmposC ofthismana is to outline the information we hava SO iW on the iropfu::t$of 
changes in welfare ~ The ~on is still quite prcliminary, but..",., oortcl1lSianl; 
ore ~., 'l:'heMl!fte!ude; 

..:: o 	 1botG1Id I1U!l1bcrofwelfi!ro "",\}lOruts bllS fslleu below 10 a>i1linnll>rthe ~ 
lim. >iru:e 1971. Ouoload.ha,,,,, !lin""by """".~ 30 pen:,em _ their peal: . 

• 

in 1994. 

o 	 Ml>ny _ IIl<ipialts ""'noW --. and the propcrU"" offomw reoipiems ot 

vro,k oib:r k4Mng wem.te _ t<J be ~ blghr:r ""'" in lhc past. 

o 	 Stales "'" malclng VI:I'J ,.,;.,us elfortsln move "",Ip\= intO worl<, both by 
wmdating ""d< pm_and li3I>Otioaing tho.. v.iw do not comply, and by 
ilIl::rea<ing Ihe~ ofwolldng tlYroughslmplcr and higbi:r I!Itt1Iings diuegmls 
and on-going .1llIjlOrt5 soeb os child <are. 

As. we found with APDC ~ SnI... are adopting <"''''\lOll approaches but 
with """" vtulali""" in speoifics. Several large StaleS are dn'01ving kIlJI policy 
<loci"'", to1M ooUOly 1"",". 

o 	 There hos been 00 "race11> the bottom" in SIr.."",lfnn: boo.efits; States"'" 
speru:!ing lIloreptro:cipiel\'then in \994 """",TAN!' and","""" _ and 
State ~ benefit levels are generally 1lIl<hacged. 

o 	 S<> Illr!hero i.liI!b< ev!d"""" of"""""", luordsblp """"'l! ~who 1""", welfnn: 
IS a n::rulI oflI8II<:!iom. alth""!!l1 """" cI<> ""~ fairly "-d..,U..,. in 
income. ~_. half.,.. nwreofformerree!pioins _ to in_ 
their inc;o.,.,. oib:r lcavin& weIfm:. 

o 	 B_ when ,C<\piepIs "",ve to w.d and 'mpr.w. their ~m.s. they"", ",11 
IlIrely to have tom! ~ helow the povtrty lli>e. 

This memo 100.. first at wbal the StJIIbS .... doiog. in tcm>s ofbolh spemling choices and 
broe.der poli~ droices. It tben.tumI to iu:.p:ICta on ~u~ a51JeUq; both r=ul~ frm:tI . 
cvaJ:uallQns of State waivetl lrimilar ~u ourrent. S~e policies a'Od the very early ~ults from. State 
SUl.'Vt:)iS ofret.1pietItS and former r«ipieru" Finally. the implica:trons of these find.iJ:lip for 
Federal and State p<>licy <h",oes "" briefly disc''-d. . 

http:Ouoload.ha
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W.If.,. ca,,,,Io.ds have declined <Inlroa1;ca1Iy siliA:e their p<:!k at 14.4 million~, 
in Mareh 1994. Ovwill, the n.",ber of people receiving oi<ll:tad d_ by more than lG 
_ to 9.8 million recipi_ by S~ 1997 (!be m<>,tt_ momhly repo,' IlVlillBble). 
This dccliiie baa _00 lit.., even more rapid _ since u.. """""""'. ofwcll'nre t<:fonn in . 
Aup" 1996: In the limyear of...!fare",flmn 8lo.., e.Imost 2l11i1llm\ leCipiem left u.. rolls. 
As Chart I (lltlaehed) shoWS. th... dcc_ me SJ!!"'Id """'" almostoll oftl!< States. 

" 
~<;J in Store S!1!lIl<!iDg!lll W<lJilxo ~ Th:re has been no ......... to !he 

bottom" in Slatewelfine spendiog. Ile<ause there .,., '""" __iplel!!a. .,tal State ,pending 
Oll wel___hudeellnpd """" !9\l4. On.v_''''''''''''. S..... "",.pMdlJIg 
~more per rt:dpillm!han 1hoy<lid in 1994 -reporfI:II S!ate speruUng on _ and 
related programs is _18 percent below1he 1m $tal in 1994, wbiIe o:a!ieload3 """" dtclined 
by """" th:m 30 pet"""- This increased speoding baa not~ direct P3.J'IDCTllllto rt:dpienlS. 
wbicb n:m.ain "'"l' cl"",,"'u.. 100000""""in _1994and !_(ahou!S370 perfilmily par 
mcnIh on .v_.) III aU. four SImes bave ~ mi.dmum be:no1lt Ievcls .iDee!he 
__ofTANI'. wIUle nve S_~..ve _ maximum bt:nelits fur 1Ilieast some 
~of""pi...ts. . 	 . 

SIlW:$ aie _<ling thlll !hey arc meotini their Maintenance of EfIbrt (MOE) 
""Iuir___roli>nn. n.,y Ill< ~ '" opcnd 80 _tofproviowl (gcncta!ly 
1994) l.tnoe!s, or 7S ~iftllcy me;< lheminimumpanicipsti<m~tll, and 20 s..... 
report ~illl!!bat I!,QOI, """" by ....idembJe IlDW\IlII%I ("'" ClJozt2). Fo:tba. ",porto<! . 
spending "",y ll!ld!mltale.mual amounts spent. ,iDee U- ate no im:<:mv•• for S1llt., lO '''POI' 
oddltional sponmng .lICe their MOE ""Iu;rem_l>s.ve been mel. 10"", is little in 11.... data to 
SIlggIISt d""u-,In &pending level!-........, SIlIleIl appear ro be 1Ulng at ....."""'. of_ GWn 


money to provide seM= :mcl> II! childcare 8Itd jOo 1roIining and ~t aM tu increase w<>tt. 

~ Syu! Ppli,sies. A focus on work is a.rn&:ior theme ui gtm~ ~Ifs.te policies, 
although thcte is ""mli_l.Vllriotion In pion ~ l1II<l iJ:l implementation aero .. _es. 
The following lo:y points """"Ii" ftom OIl ova:view .rstale policies: 

1. Su:!s.m fo<;lL"'ItQ~!!!!4~!!!! WlJ!l.<. . 

o 	 4G S...... ~ _ poJicie!! tu ",ate wodt pay. genem!ly by in=slng!he 
amouat of_nlngs <liuogatdcd in celwloting welfa!e beno!i\S. (See Cbart 3,) 
Connecticut, for examp!e.lWW dion:ganb all emnings up,,,, lbe poverty level. 
Most _ Iwve olS<> llimpliliod!be t=lment ofcamings complllCd In the Arne 
ucatm=t. vlith tb.\: resuiL that recipients can ~eemore clearly how even a iow
wag. job will makt1bem bette! off. 

http:Iu;rem_l>s.ve
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'" 	 44 StJJ.te3 hn've raized tbe level ofresources and/or the J:IlaXimtll:n value ofa 
\"COricle ol!awed to welll=rec;pieuts. (S", Clmrt 4.) Tbls will make it _orf", 
recipi= m got to """"-aod to _.tare saviD3s !hatmighi Ie&! to self. 
ouffici.".:y. 

o 	 Almon all ofdu: _ .... mavod to 'Werle Fu1II" m<>dcl. in their welliu<> 
programs, rcqulring recipl!tru> to mov< <!1lick!y into availablejQIxi, Vimlally 
fNerj S,.., bas instituted "social """"""15" or _ pe::$O.IlaIrospousibili!y 
~ in wbiJ:h n:cipi.euls «IIIImit In spccIfie ""*' """"'" sdf...uffictcnoy.
8_"'" ~ _ eoulnlJ>tS. sanotioning people who lilil to sign or ll,.. up 
to their ~ts. " 

o 	 24 jurisdiolio'" have eleewd to .... ""'" f<>r, pIUVlde appropri.n: SeM=; ond waive 
requiremc!!ts wbln n<eded fIo.".un:: thO..t«y .fvictim> ofdom..tio violeru:e 
lhrough the Fwily Viol ...... Optint1 (800 Cllart 5.) Additional S_u..luding 
California. are expectM. to implement this opti~n in the coniing: months. 

"'" lndleat.d UI Cbmt~. ""'" Stales ...._en t1> ~parenl> ofmfa:>ts 
uader.ne year ofoge 1i:<>ro wmk rcq_ 16 S""", have cbosco shorter 
e.e,npti'"ls (the law allows S_1o require paren1S wit:b. children 0_ 12 _ 
to werk.) 

3. §!!!IH9i.i!;i!!l'mI!!l4inB.tjme limillI .,. 'I'IIried ond compbo:.. 

o 	 Chaxt 7 show! that de"," States have chosen 'i~t" tim. limits that limit 
til< totol..-. of """pieocy oll'-witbill.lollll" tim. period (fur ""","pie, 
VirSlniA Ilmim TAm ....ipt flo 24 mootha in nay 60 roOl!lh period). Nu.. S..... 
have e.bosen lifetime limits ofless than fin yeors. Boll! of_ "Yl'=" oftim. 
n_ cIb:nAllow..""!>!ion, ""Ol<cmplimu. ~1 S"".. have .mo....lhc Fedml 
limit af 60 months. Four _ .. bnve cbo= o1her ~ involving ~.!lt. 
1i:<>m S_welliu<> pt0pJ!8 fur thooc ",,.,bing the fed....l time limits. 

Q 	 EvalMtiM ond ......t da!. nod Iha!. recipients .... ofuoo UnCI_ abcut tho 

opecifiC$ of!!me limila ( .... _ reform policies) !hot apply 10 !hem. although 

Ihey do l>1ow!hat tho nature of welf"'" hag cbaogcd. 


\. 
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A few Sill"'" "'" mllkixlg cIwicos th.! appear "" have lltiI. to do with wad;. stJcb as 
COllating the SSl _.ofdisobled _ and _IS in oomputing TANF 
l=etlc; wilhout lIIlOn8 iDIl> :account the added costs of disability. 

Th. a,.""mt oflimo th.! elap= boiw<cn the dcIetmluation of policy Ohoiceo and 
IbeirlCnllll impIemons:ation Y8ries~ across S...,., usually based on wbethe,. 

, 	 ~ aod how _ivdy!boy _re1\>nDS t11ro.gh w.UvC<$. Many Stites 
haY. ~ot complmd the psocess Qfimpl<:!llOllting propo~ policy ~'. 

o 	 Other StlUeS ill the _ ofd<m>lvillg im:lude Mmy!Jmd, OlUo, l'l<lridIL 
Colorado aod l'Jorth aIrolioa. '. . 

o 	 !bese State< .... d<m>lvillg dooisiQIlS about wodi; -es. poot-emplnym>o!l 
support. aod, in _ ...... """";ons; Colo,""" ..d Nortb:CarnlinA "'" also 
pa:lsing on deobrio.. ahQU! other re"""" iuoludWg eligibilil,y. B",efit l-u .wI 
still be d.e!ormlDed at \he S_lcv.~ althougb in some""",,, the S_ wUl 
~t.C 0D.l)' 11 floor YAtil:h the tountico can choose to ~ 

l.mpac!, 9f~M"!l!I up, ll.C<jpjcnIf 

• Moving """pi"",, and pOWrtilli reeipiarts Uno won. hM _Ibe fi>cus ofmost State 

PO",""". and there ill ...... pr<limlnm)' evidence that ernploymont levels ore ruing as ~ 


"""line. BvI_on Il.';~ ofotlu:r aspet:U of1he change. on recipl_ and would« 

recipiont:! is _hat...... mixed. Are they iaW:dbetW.f!'ine<'.OIl<llXIil:t=? Wbathao 

bappeo<d to_ who IuIVCIl'tgotren job.'/ It is still V<!tY ""Jy to ___ queolio... but 

""' ba"l' """" prel!minmy data that gi'•• !Ow indioallona. 

Our prelimlnmy 0.1&g!lIUlIll!ly _ to the situations fOUlld in "",cifie.-. 1'bu&,!his 
teport dntwn upon pr<limi.m:y _.". __rep""" of_·_d polioies _ 

Michigno, 1"""" Mmn...,...~ andl'loW!a, and •• >"""'Y' of_llilre ~ ODd 
pwple who have lcll ....uaro ron. in M..=hu..tts. 10_ W;""""ln, lndlanD, Maxylan4, South 

. Carolina ••d TOln""""". The "",!y ...rie. ~_these studies "l'1""t to be fairly
e",,"''''''' """,.. 1h<>.....tts. Allbougb we '"" beginnillg to !l•.,.,!lOlnO.eval_..ldcm... <m 
<he imp""'" nfpolioy changes as op""",d to the """'" _nomy, It is very dlffic:01tto sott OUt <he 
relative ~e uf policy and econor.Uc facton at the NatiQnal level. 

S_t",n:!. StuWo "'" g!!Oenlily _,k~ bau\cr to ..r.."", ma"d"",,1' walk require""""". 
and sanctions rose by Moot 3Q- percent Mtionally be!'~ t 994 and the end of t996, An~ 
eviut:oce irttpii~ that t1'lbse rales <Ire stli\ \:icreasing. In th~ Studies of~r}ccific S~~. sar.¢on 
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""'" of.... bigh "" 50 1""""..... """" wl!h rat"" in tile 25 poteont'" 30 poreenl _ not 
\W.usuat, Sanetions may result in. either 8.Oi.lUlPlete orpartiaJ lnss nfbenafits: AcNss States: we 
fu:d fuat the m>jodty of __ occm- because n:clpi=!o.iI to IIhow up fur initial 
_intmQll". Far f ...... lilmi1ko _ be<a .anctiDned tbr..,ru,..J to oamply with warli: 
~, S""';onod fumilll:s may include many, ""'" "'" olready ~ or wIlo _ good 
job oppw!U1li1ico; .,10WB, IiJr """"'!>le, families matdid not comply wilh the State', Fomlly 
la_I'1an landed to be ",;".jo~ th:m the """"i"- ' 

. ~ Pe:hapo portly bceaI... ofSlIicIerwozkpolicies as well as the ",bust 
'OCOll.Omy, mare t<cipicnt! and _ =ipiems axe Il£)W ...~. Evaluati.Ill! ofspecific Stole , 

, l""'ll'O='- pelicy-related i_indllplDymmt in tho ""'go of8 perI:<!Il \0 lS.poo<entllg1o , 1 

.palnI:< 8m""", ofpeoj1l• ..,.;have left _ imply that SO ~ '" 60 ~ wotldrtg
in tho pexioc! lblk>wiDg _ .ecipi=cy (with the __or not anpl"l'ed), This is 
CIJ"'JIIlIlIble to or a!ij;hlly bighi;:< Ibm \he 45 perct:>1t to 50 I""'='ofwelfare -.who worked 
after !ewing AFOC. SoIru> of1l>is ~ in wm!: may t<SUllftam the .trong ecooomy .. well 
as from poll"!' cbanges. ' . 

l!!F.!mIs!. While 11>= do not "lIP"'" tn be _.c:\mog<S SO JlIr in the ."''''I!l' incomes 
or_rccipieaIs awl d>a.., loaviog tha _ ",Us, tbcsc .".,.,ges bid•• _ dml of 
varimon. Amoll& 1hruIo leaviog the progxam. iDeo""", in the fOllow "I' pciiod.", VeIY 1Ilil<e4. 
Generally, about boIfof _ ~ saw i:aJ:,reases in their in"",""" "'bile half~ 
declln... There is so,,", evid..... fuat the..who 1.... the pmgrmn V<1luo!arily are lOote likely Il> 
have in=ased iDeom.., aIlllougb in both 8ou1h CmollM and1""",...",40 _ of' those 
who l<ft1x:<:m= of SlIIlCtiomt at.. ""l'Crieoood i_-. . 

There is liUl. ovi<lCllCO at thio point of"""""'" bm:d&bip .... among liImllies IGsing 
benefits altogether as a t<SUl1 of"DOli"". <1I ..... limib!. a_,ov_ slICb as ~ 
or eIlU)I of<:.bildren into fo!ler ..... "" lO!M!imo8lwd to • ....". in cvaltWioOi imd follow up 
.twli... whioh are usual!y U!l>hle to trac...... pn>p<>rtt"" ofl'onmr mcipi.on". !l! the short """ ""'"Y Jiamilics oxperir:nclng large _.1""""_10",l,y on he1p ftom friends and_O<1 
family. It 1iIIou14 be anted also that ....,b!nm.. 'IIIhote iDeo.... t!se as Ii ""uhofhigh ... 
eoroiog. and!"" ~ in S""" poIicieo Iypi<:olly BlilI do not _ obev."p'''ert)' le,vel_.. 
while on IAN!' or in !be porIC>d _Iy aftetlOiMng 1!ur pmgrsm. 

Q:!9or Hmll!, Femlll", who leave tANF "'"olten .~'bl. '" comin"" I<Ceiving 
benefit:! from other ,odal_pmgrom, aueh .. the 1'0<1<1 S_i> l'rognun, Medlcold. 
SllPPlemcntal Security u.:cm. (SSl) and ho\\aiogpl'Og<lImli" Ro"""",, ,eIodVllly low 1ak<-up 
rntes ror some of these b.ndm lIUJ!IIest fuat '"""1-~",.y be """"""" ofthcir 
conti.Dued eligibility fur oilier programs .""b eo Mc4koid, or that ai!mii>istrati"" _"" IIl.Y be 
preveruing so"'" eligible famili.. from pru:ticipati.Dg in !base ptOgrMlS. In both South Coroliila 
"and Indiana, 'fbr cxamJlle~ about halfaithe adultz who were llO ~onget re¢civulg easb assistanCe! 
reported tMt til,,!, did nO! have ""1 heolth in-. 
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~2!icy Imp~<O!!cm mlN91S!m' SynoorijQ~ I """'1!'S2I!1~ :\Y»!l<m 

Th""" "",ly ...Ult. suggest that real prog=s i. boingmade in f""'-1Sing =ipi_ on """" 
and in moviog 1Iu:m into cmploymim. 11iliI j, • sig1>!fieanJt and critical step On <he palh to 
J:Cfuuniag _. I 1>el!evc that limber stepS need 1D be \liken to """",Udale and build on this 
=~ In partieulor. we _ 10 I!1lSIlIl: 1hallow-_ WO!king 1BttziIi..,whmber 
1bcy 1II• .",... ....\b~ ornot, _ aontin.. 10 wOlk and to earn ~ to mise their • 
Ilonilio., ~ naemplO)'lDCUl and otbor temporal)' ~ without ttilying on lang",
_ !:1!COipI.. Inpumoing this go.!. ",,,,,,,Uld1>e building on1h<: AdIXIiuistr1!!ion" many 
oohl......... furl>Jt>tking llnniIJes, lru:l~ "",,_ion ofll:.,B1TC, ~ tht: milJJmum 

;. 	 wage. $,paMi.ng health \late ~mr ehi.ldNn. emc6ng ~ leave. imd the intt~oot1on ~ ~ 
of this yom's ~ cb!!d .... initiaIive: And.,. ~d a1so 1>e buildiDg "" tho 
~ and ~inIen:st orthe s_whidl. .... sIiutlns to IlXIPplewith theque,;tioll 
ofwhat bappens afb::r _ panm!s tab: (/I':'fust jobs. 

. . , .' 

Both _.1IIidp:aet!t!...,. lite r..llizig "" that ,.;.,., ""'" parents """'" to "".... 
most _liGly to need cwtimring ""I'J"llt in order to Ia:ep their jobs, wppOTt their linnilies. 
impnm> tboir income. ov= time. and avoid goinG ~Qn!b tbc wel= "'Il!· n...e supports 

, """ tala! """'Jf fotml!, front the Em: or illc.reasod earnings disregmds to ~ !Ucl! as child 
""'"bftolth_ ~and~. CUrrenIly, 8_b4ve """""""• ...mtabJ. '" 
1Iu:m I:!v:01l8b lbe TANF bloc:k _and their MaiD_ ofEffOttfunds, IS well .. tlwvgh 
olher S-..,."""",,!hatbe... _ fi:oed up .. a result of """,ining casola. We can.
pf'O£\1'OU 011 this agenda bY cluill""liing S1atJes., make.key in_~ effeGtive 
practices and "'""unging S- inno""i"" as well ..by sha!>ing •Nllliom! agonda to help \Qw. 
wage W<><I<!:rs and theit filmilles. 

A succ-mllltrall:gy to ""PP<>' I.w·i>wom. wOlken and their !iunlUes would involve 
~ 00IDp0I1Ctl1. III _ the StItC and Nalio!lilllew:1>. These could u.:ludc: 

1. 	 RAisin.)be jns;gm!l; Qn_'!i!ji¢ \\'!lTkglj. M." _ =ipien<s moving into llloir 
:lintJobs _uo to..". be!ow-po~ level i>wom... "", me,jo< 1993 ~.n of 
theE!TC<lQes agmrt6<al for_ lamiUos,and iimustbo pmlC<:ted. In edditi.... we 
""uld cbollengo siates., IlXj>II!ld s..u, ETC's «ad to inen:ase ~d;~ and 
alhctp~forl......_wor\:m. F"'~Wm:onslnru..used TANFMOE 
_ '" ~ both ;15= and ~ :mMllics forlow-il=mc owners and __• 
At the Ntltionol1cvd. policies suclJ as 8. furtbc:a:: in~ in the minimum wage or tax 

. inI=tiv... far cmploy= to 1""""''''job' and hi\lher_ for Iuw·sIdUed w<>nc.rs ""uld 
be ""PI=d. 

2: 	 ptgvi4ing. o~~~> We nUl$t <m$UN} mat ether critical joh supports, such ali 

health care, ehild care. tttffmporta.tion. met mentQring, ",re- a\'i:Ulablc for working fami1le:; 
who need them. The AdministratiQU'$ new ehild care initiative is ofcourse criti~ to this 
lilnltCgy, and the newly ~ Child Heahb)lll't\1ta(lcc Program shQutd go H long wny 
il'lW8iW @suri08 ~th care awe~2e fOf the children otinw-Wlig¢ v.orkcrx:_ We n¢et.l to 

• Ii· . 

http:w<>nc.rs
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continuo <nItreacb eff~ to lllike sure that low-incOme woddng families are aware of 
th<>ir pOtennal clltibUity for Medicaid. 11l<o Vi", Ptosident'. wmk o. """""ring pron"", 
a valuable ""-UIlple.1!!ld S_ musI be eneo"rag,:<! to eonti... In ill""'" in th_ 
PIO_ owl other snppori •. 

3. 	 F~llull~worl;g}imPro"ildllu",d ~Ol!!!t!illls. MMy SIntl!s-. 
beginniIIg ., gxopple with !be bot way to pr_growth ;" skills ""d ~._ ri"", 
fo, fomIcr welfurc JO<.Ipi_. 0 .... tbo 1<ItIgef !mn, .uch f!rOwtl> will be """"""'" '" 
meet bn<h th<> noaIs offumili",,1IlI! the De<lds oftbe _my !IS' whol<:. We shmll4 be 

. cho.Ilonging Slate. to put together aeati.. ~ """ ~ tbcao tba1 do. th... 
•!to!Ogi.. <all involve fulIo>g!:s among Workforce devdoJ'lll"'l!, higher e4.-I"", and 
weI1i:w S)''''''''"', as ....u .. """"wi'" sp<cifu: privl!U\ tmi>t.:.ytts. I\t (be IT''ationaJ level; 
~ to u..."... edw:alianaloppoitun;.tie1 fur I_incOme fami!ies "'" a key to 
i~ skills and eamiI!gs over lime. 

4. 	 M;tiDl¢nitl&b..r.tyuet~. It. tomponiIy _isnotu,rtSUkm a ""'"'" 
to weffiIre ~.Iho aafeIy "'" fox 1"","""'11" won.:n l!Ul& be main1aiw>d. Attlle 
Natiooallewl, =- ",UJd be made in the U~ lnsuranceprogwn to 
i.oerease tIw probability !hat low-\WgC won.:n wllI ..", ""_ as is DOW being 
~ ...iIhiD. tlle~on. At tbe Sw.: level, ... shouldsltowcas. _eO !hat 
"'" impl~P"""""'Ployment"";- lind olber sImb:git:& to oddr_ the fac1 that 
low-_~ stelila:ly I<l exptdence """"'d,,,.bl. job tnmo ....and """'" period< 
of '""""'Pioyau:nt. W. _ cbalJ_ States In _ in approacl!es that oombin< 
roliable short-term .._ .. with rapi<l_J.o:»mect help. 

in wmmary. wemust build upon and ccmtiDue our effort!: on bcl:lalf ofJow int.omc 
..aIken. I look fu.-d IlJ t\nthat disci"..,.. with you regsroiog lbeM imJ;xntmt i=. PleoJ:e 
let me bww ifyou would lib.briefing or t\nthat lnfonnallon. . 	 . 
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Chart 1: RECIPIENT COUNT DOWN 2.4 MILLION 
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Chart 3: Earnings Disregards 
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.. Chart 4: .Increased 

ResourceNehicle Limit 
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Chart 5: States Selecting 

Family Violence Option 
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Chart 6: Age of Youngest Child 
mption from Work Requirement 

• '.... 
~WM• 

12 months old Younger than 12 months old 
1128/98 



• 

Chart 7: Time Limit Choices 
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THE: WHITE HOUSE 

WASHINGTON 

October 21, 1998 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

• 

BrueeReed 
Andrea Kane 

SUBJECT: Mjooril)< Welfilre Cjscload, 

You asked us to evaIuate recent reports that African-American and Hispanic families are 
leaving welfare more slowly than whites, and to consider what more we could do to ensure all 
welfare recipients are making the successful transition from welfare to work. Here is a brief 
summary ofthe trends, along with some new ideas we are developing for consideration in your 
FY 2000 budget. 

L Caseload Trend. 

We have worked closely with NEC, CEA, OMB, HHS, and the Census Bureau to 
examine the most recent welfure cascload data (generally through 1997). As detailed in the 
attached tables, the data show: 

1. 	 Most of the changes in the welfare caseload (ian be attributed to changes in the 
col1lJ,JQsitjon ofme po.pulation as a whQle w~ specifically. population growth exPlajns nearly 
!wo-!hirlls of the dUferen"e in caseload decline benveen Hispanics and whites llIld nearl~ 
hAlf the difference between blacks and whites, 

Since 1994, the number ofwelfare cases has indeed dropped more among whites (26 
percent) than among blacks (18 percent) and Hispanics (9 percent). However, when popUlation 
growth is taken into account, the difference narrows dramatically. lhe rate gfW1:lfare 
dependency bas dropped sharply rot aU PQPulations - by 26 percent among whites. 21 oercent 
among blacks. and 20 percent among HispaW1.iS. In other words) .minorities are leaving or staying 
otrwelfare at nearly the sarne rate as whites, but make up a growing share of the welfure 
population because they make up. growing share of the population as a whole. [See Table I.) 

2. 	 The difference in caseiQAQ decline is eyeD narrower among adults. Since 1994. the adult 
we Qf;weJfare dependency has declined by 30% among whites. 26% among blacks. and 
24% among Hispanics. . 

Child-only cases -- which are decreasing more slowly because they are not significantly 
affected by welfare refonn efforts to move recipients from welfare to work - are 
disproportionately minority. The child-only ca..e1o.d includes citizen children born to illegal 
immigrants, children whose parents receive SSI. and chiJdren Jiving with relatives who are not on 
welfare. [See Table 2.] 	 . .. 

http:HispaW1.iS
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The composition of the welfare caseload has changed gradually over time, largely driven 
by population changes. The ecmposition of the adult caseload has not changed significantly since 
1994; the ",ost recent national data shows it is now 37 percent white, 37 percent black, and 21 
percent Hispanic. [See T.ble 3.] 

3. 	 There i~ WCQucagiD8 evideece that the employment IlltOli gfminority welfare recipients are 
~bing up witb tbe employment rate for whites, Between 1996 and J998, tbe percentage 
ofaU prior year welfare recipient' who were employed in the next year increased by 28%. 
The increase was highest for Hispanics (49%), followed by blacks (44%) and whites (5%). 
[See Table 4.) . ' 

4. 	 Recent trends in marriag~ IUld teen ill~gitimacy rat~1 could exacertlil1e Ihe inl<realing 
. proportjon ofHispanic families on welfare, While the proportion ofnever-maITied single 

mothers is increasing for the entire population, the rate of increase is largest for Hispanic 
women. A1so~ the birth rate to unmarried teenagers is increasing for Hispanics while 
declining for whites and blacks. [See Table S.J 

5, 	 Io..keeP racial disparitjes from emerging as a problem down the mad. we should do alI we 
can to break the cycle for long-term recillienls, ,,1m are diiProJlllrtiQnately minority. 
Minorities are more likely than whites to be on welfare in the first place, and more likely to 
end up as long-term recipients once they go on the rolls, Blacks and Hispanics on welfilre 

, , 	 tend to 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 have less recent work history than whites or blacks, [See Table 6.] 

IL What We Can Do 

We will continue to monitor caseload trends and keep you informed. \\lhile 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 minnrity. Many of our existing 
welfare.-to':work initiatives already target this population, but we also are developing.some new 
proposals 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 welfare 
recipients and those living in concentrated areas of poverty, Many ofthese initiatives were 
implemented in 1998, too late to iulluenee 1994-1997 trends outlined above. 

• 	 Tb~ $3 Dillign Welfare-ta-Work Fund you fought for in the Balanced Budget Act 
is designed specifically to help long-term welfare recipients (and non-custodial 
parents) in rush-poverty areas obtain jobs and move up a career ladder, While it is 
too early to have demographic data on the individuals served by these funds..the 
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distribution formula and individual eligibility criteria ensure that most of these 
funds ..,II be spent on minorities. The first of these funds were awarded in January 
1998 and are just now starting to provide individual service•. 

• Welfare to Work Transportation Funds enacted in the TEA-21 transponation 
reauthorization bill will help welfare recipients and low-income workers get to 
where the jobs are, often in suburban areas not served by public transportation. 
The omnibus budget bill includes $75 million for this year. 

• .We1fare-to-WQrk Housjng Vouchers we've proposed will help families in isolated 
urban or rural areas move closer to job opportunities. Congress has funded our 
request for 50,000 vouchers. 

• 	 .Community EmpowenDent Initiatives. The Administration's Conununity 
Empowerment initiatives -- empowerment zones, enterprise communities, 
Brownfield" CDFIs - will spur economic development and job creation in 
distressed neighborhoods and help address the geographic isolation faced by 
minorities on welfare. 

B. New Initiatives 

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

• 	 Increasing Investments in English-Language and Litera)(y Training, We hope to 
reconunend targeted new investments in two areas that directly affect minority and 
long-term recipients: learning English andlearning to read. This could be done by 
expanding existing Department ofEducation adult education programs, or better 
yet, by dedicating Welfare-to-Work funds for job-related literacy and ESL 
programs. provided either in the workplace or by community organizations 
preparing individuals for employment. 

• 	 ExPanding WQrk*Re]ated Drug Treatment. Since many ofthose remaining· on 
welfare suffer from drug or alcohol dependencies, we are exploring ways to 
provide drug treatment for those who agree to go to work. 

• 	 Targeting We1fare=tQN WQrkEunds to the. Ioughest Areas. While the cu"rrent 
Welfare-to-Work formula favors high-poverty areas, we are going to examine 
whether the funds could be even more targeted. 

• 	 Increasing Work and Child S!u>port Among Noncustodial Fathers. We may be 
able to attract bipartisan support for an effort to help states increase the 
employment and child support payments ofnoncustodial parents. 



Minori!): CaseJoads An.lysis and Tables 

Table J: Population-Adiusted Change in Rate ,,(Welfare Dependem;y 

Since 1994, the number ofwelfare cases has dropped more among whites (26 percent) 
than among blacks (18 percent) and Hispanics (9 percent). However, when population growth is 
taken into account, the difference narrows dramatically. The rate ofwelfare depandency has 
dropped aharply 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. 

T•hie I ChSU2e froml994 to 19970 

Race/Ethnicity Number ofWelfare 
Cases 

Population 
Aged 15-49 

Rate .fWelfare 
Dependency (caseload 
adjusted for popUlation) 

-26%White ~260/0 .1% 

Black ·18% I 4.4% -21% 

Hispanic -9"10 .0"10 -20% 

.. Nirtiooal daln is only nvmlableJhrough June 19!n We do not yet have more recent data, Or' state-specific data. thllt : 
we consider accurate, In July, The New York. Times reported more recent data provided by some state$. but HHS 
believes that data, particularly for New York nnd California. may contain significant reporting CITOnl due to states 
implemenlation Qfthe new TAh"F data reporting system. The trends in population aged 1549 are used here because 
this is the population group most likely to be a welfare head ofbousehold. whose raceletlmicity would be oounted when 
tallying the case demographics. 

Table 2: PQJlUlatjQn-Adiusted Adult Rate QfDecljne 

The difference in caseload decline among groups is even narrower for .dults. Child-only 
cases are decreasing more slowly than theoverall welfare caseload and are disproportionately 
minority; in fact, between 1994 and 1997 they increased (though they declined slightly between 
19% 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 SS[ rather than welfare). Therefore, child-only cases are not significantly 
affected by welfare to work efforts: After adjusting for population growth, the rate of welfare 
dependency for adults (percent of15-49 year old population on welfare) has declined 30"10 among 
whites, 26% among black>, and 24% among Hispanics. 
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T bl 2 apu atlon-Ad' ed Ra fDeer ' Ad I Welfur eOendeoCVI 1994 - 1997•a e PI' OIUS! te 0 metn u t e D 

Rate ofdecline Rate of I Rate ofdecline for Population-
for all cases increase for adult-headed cases adjusted rate of 

child-only welfare 
I 
I cases dependeDcy forI 

adult cases I 
I 

I 

-26% 7"1.White -30% -30% 

~ 18% .. 26%Black 3% -23% 

~ 15%9%Hispanic - 9% -24% 
,,Neuonnl data lS only avrulable through June 1997. 

Table 3: Racial Breakdown of Adult Cases 

The composition ofthe welfare caseload have changed gradually over the past 25 years, 
driven largely by population changes. Despite differing rates of caseload decline sib.. 1994, the 
composition of the edult welfure caseload has remained relatively constant. 

Table 3', Racial Breakdown of Adult Cases 

RaeeiEthnicity 1994 1997' 

40",1" 37",1"White 

Black 36% 37% 

Hispanic 19% 21% 
, " , ..Asian:;:. Nahve A:nencans, and those designated. Unknown compose the rest o{the caseload . 

"National data is only available through June 1991. 

Table 4' Employment Rate ofWelfare Recipients 

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. 

, 
, fW Ili " T•ble 4 EmPJovment Rate 0 e are ReClplents; 1996 98 

. 

,, 

RaceiEthnicity 1996 1998 Percent Change 96·98 I 

White 36% 38% +5% 

Black 23% 33% ' +44%. 

Hispanic 19% 29% +49o/tt , 

I 

: All Recipients 27% 34% +28% 

; . 



. .
Table 5' Trends in Mattiago Rates and Birtbs 

The trends in marriage rates and births to unmarried women could exacerbate the· 
increasing proportion ofHispanic families on welfare, While the proportion ofnever~married 
single mothers is increasing for the entire population, the rate ofincrease is largest for Hispanic 
women. Also, the birth rate to unmarried 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 ofbirths to unmarried 
teenagers decreased 18% fur blacks and 4% for whites, but increased 3% for Hispanics, 

. 1992 1997 %Ch.nge 

% of al1 single mothers who were never 
married 

30% 35% 
• 

+17% 

Never-married single mothers by racelethllicity: 

White 17% 21% +24% , 

Black 
" 

51% 55% +8% 

Hispanic 33% 42% +27% -
Table 6: CharacterisJics Q(Minorities on the Caseload 

Minorities on welfare are more likely to have characteristics associated with long-tenn 
welfare recipiency. Blacks and Hispanics on welfare tend to have lower educational level., 
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 have less recent work history than whites 
or blacks, 

. . , b RaceIE hili 'Table 6 Charactenstlcs 0 f MOCrrANF RCClPlents ov ' t CltV· 

BLACK mSPANIC 

% without HS diploma 

TOTAL WHITE 

30% 43% 64% 

% never married 

43% 

69% 43% 

> 2 children. 

47"10 33% 

20"10 33% 39'1029% 

49% 48% 33% 

Live in area wi poverty 

45%Worked during the year 

67"10 58%48% 29'10 
rate> 20"10 

Live in central city 68% 60"1049% 29% •• 
, ' , , ,

*These dnta are from the March 199& Current PoputntHm sum:y, showing charnctenstlcs ofreclplents 11\ 1997. 

Minoriti•• are more likely to be long-term welfare recipients, For example, in 1997, 20 
percent ofblacks on welfare had been on the rons for at least five continuous years, compared to 
19 percent for Hispanics and 14 percent for whites, \ 
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THE: WHITE HOUSE: 

WASHINGTON 

November 9, 1998 

MEMORAN.DUM FOR THE PRESIDENT 

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

RE: 	 Anderson v.~ 

Tliis memorandum describes !be issues presented by Anderson v. R!ll:, which is in the 
briefing stage before the Supreme Court. 1be case involves !be question whether. during the first 
year new residents live in California, the State can limit their welfare benefits to the level 
available in the ,tate of their prior residence. Relying on the Supreme Court's decision in 
Shiilliro v. Thompson. 394 U.S. 6[8 (1969), the Court of Appeals for the Ninth Circuit upheld a 
preliminary injunction against the California law because it interfered with the constitutional 
right to freedom oftravel. Thirteen states have similar limitations, including Florida, Illinois, 
New Jersey, New York, Pennsylvania and Wisconsin. ' 

The Court in ShiiPiro struck down Connecticu~ Pennsylvania and District of Columbia 
statutes that limited or denied welfare benefits to new residents for up to a year. Acknowledging 
the State'. interest in the ftscai integrity of its progmms, the Court held that "Ili. purpose of 
inhibiting migration by needy persons in the State is constitutionally impermissible," and that "a 
S1ate may QQ more try to fence oul those indigents who seek higher welfiue benefits than it may 
try I<i fence OUI indigents generally." 394 U.S. at 631. The Constitution, in the Court's view, 
requires that "aU citizens be free to tmvel throughout the length and breadth of our land 
uninhibited bY statutes, rules or regul.tions which Utll"eOSonably burden or restrict this 
movement." lQ. The State has to demonstrate a compelling interest to justify any impainnent of 
this right. Id, at 636. The Supreme Court has repeatedly reaffirmed the right to tmvel, but last 
addressed the issue in 1986. 

Based on these precedents, at [east nine state and federal courts have invalidated we[fiue 
residency requirements. It is a fair assumption that the Supreme Court took this case to 
reconsider the constitutional right to travel. The Court granted review of this issue once before, 
in 1995, but found that the case was oat ripe bee.use California did not have a federal waiver 
necessaty,to impleroent its provision. Anderson v, lJa:!:n. 513 U,S. 557 (1995). Since then, 
Congress passed PRWORA. which resolves !be ripeness problem and alloWs. state 

'10 apply to a family the rules (including benefit amouots) of the program 
fuoded uoder this part of another State if the family has moved to the State 



from the other State and has resided in the Stare for less than 12 months." 

The Unired State, is not a party to the ease, and the PRWORA provision -- given that it is 
merely permissive -- is not under direct cball.nge. However, if the Supreme Court were to strike 
dovill California's statute under a standard ofstrict 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 think it unusual for the United States not to file a brief. The last time 
this issue was before the Court, in Anderson v. ~ in 1995. the U.S. did not participate. 
Although that was before enactment of the federal statute, there i, 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 statute are reaso~ble. Ol'Bllted, in individual cases it may 
be unfair to limit a fiunily migrating from Mississippi to Mississippi's level ofoenents -- even if 
they did not receive benefits there - while they have to sustain California', much higher cost of 
living. But in the aggregate, ifwelfare 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 to avoid becoming welfare meccas. MOreQver~ 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 ofShaj)iro. The constitutional right to travel is important, and we generally 
should seek to safeguard the civil liberties ofour citizens. Moreover, we have placed great 
emphasis on .s.lilr.c decisis in other contexts, from abortion to aflinnative action. There are strong 

. policy reasons not to undennine that doctrine. The Solicitor General believes that the best way 
. - "to preserve Shapiro is to defend the statute and distinguish this case from the Shapiro line of 

precedent. 

The Solicitor General therefore intends to file 0 brief tomorrow 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 benetits 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 ouf' poor people, ' 
the national legislature, when dealing with the right to travel -- a right of natioual citizenship-
can authorize states to effectuate a federal purpose. Because of the Congressional authorization 
here~ and because California does not deny benefits as in ShapirQ. instead adopting a ~'choice of" 
law" app",aeh for setting benefit levels, this ease is distinguishable from Shaj)iro. The California 
statute thus need not ,atist)' strict scrutiny. But minimum rationality is too lax a standard to 
review impositions on the fundamenral right to travel. Accordingly, the SO will urge 
intermediate scrutiny ofCaUforrua's law, a standard that would require California to show that 
its statute bears a suhatantial relationship to the goals articulated by Congress. In other words, 



Colifornia would bave to demonstrate that the statute is narrowly tailored. 

Colifomia probably cannot meet that burden, although other states could well do so. 
California', statute is overbroad. Its Iimibtion on benefits was enacted before PRWORA and is 
nollimited only to those who feceived welfare in their state ofprior residence, or who were 
eligible to receive welfare, or who traveled for the purpose ofobtaining higher benefits. While 
the SO will argue that California should have the right to make further shov.ings on remarid, 
given the balance of hardships between current recipients afbenefits and the.state's policy, as 
well as the likelihood of success, he will contend that the preliminary injunction should stlnd . 

. 
We believe that this approach fulfills the sa's obligation to defend the federal statute, 

provides the Justices a way to preserve Slujpim, and fairly reflects the bolance of policy concerns 
at stake. 
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THE WHITE HOUSE 

WASHINGTON 

April 5, 1999 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: Secretary Sbalala's Re~Qrt on Welfare Reform 

Following your recent conversation with Secretary Shalafa about welfare refonn, 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 you 10 make your FY 2000 budget and other 
prop?sals to help low income working families a high priority. Her key points, include: 

Research Evidence 
• 	 Employment: There is solid. consistent evidence - both from evaluations of state wctfare 

reform demonstrations and national data~· that welfare reform has led to increased 
employment and earnings 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 AFDe adult recipients increased from 19 percent in 
1992 to 25 pereent in 1996, and jumped to 32 percent in 1997. 

• 	 Family income: When earnings are combined with the EITe and other benefits, families 
who go to work should have more income than if U\ey remain on welfare. For example, 
in the average state, a women with two children 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 ofthe most disadvantaged famiHes may be losing income. 

• 	 Chlld outcomes: There are no early indications that rates of foster care or child abuse 
have increased as 'a result ofwelfare refo~. For example, a recent study from Wisconsin 
found 5 percent of former welfare recipients (19 families) had a child live 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 len welfare. Maryland , 
found that only 3 childre,n {all in one fomily)had been placed in foster care out of. 
sample of 1,810 children in families who had len welfare, 

• 	 Food Stamps and Medicaid: As you know, enrollment in Food Stamps and Medicaid has 
fallen recently for a variety ofreasOlls, The memo reviews the possible explanations but 
does not have definitive explanations for these trends. We continue to work closely with 
HHS and USDA to better understand the factors contributing to these trends and to 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, '\. 
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" 	 Legal immigrants: The memo underscores the importance of our current budget 
initiatives to restore benefits to vulnerable legal immigrants, ' 

Stale policy cbojces 
.. 	 Across the country, there has been a strong·and pervasive shift to\,'ards encouraging. 

requiring, and supporting work. Most states require parents to engage in some form of 
work sooner than the 24 month federal requirement - 23 states require immediate 
participation in work ~" hut 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 
requirement as a strict time limit that could lead to tenninating families from assistance . 

• 

" 	 There is significant variation in state use of sanCtions, time limits. and diversion, Thirty 
eight states terminate assistance for families not cooperating with work requirements 
(typically cutting off benefits after several infractions, and restoring benefits to those who 

. suhsequently comply), while the remainder reduce benefits. Eight states have chosen a 
lifetime time limit shorter than five years, whi1~ five states plan to use state funds to 
extend benefits beyond the federal five year time limit and another five plan to impose 
ti~e limits on adults only. It is too early to detennine the impact of time limits since only 
a small fraction ofrec!pients have reached them. Many states are experimenting with a 
variety ofstrategies to divert families from receiving cash assistance by providing lump 
sum emergency payments and other supports and requiring an applicant to search for a 
joh before receiving assistance, 

• 	 States are in varying stages ofdesigning strategies for and making investments in helping 
long-tenn recipients move from welfare to work and succeed on the job. The challenge is 
to convince states to invest unspent TAt',fF funds on these adults. 

The Unfinished Agenda 	 . 
To make work pay and ensure the long-term success ofwelfare reform, Secretary Shalala 
encourages you to focus on three issues: 

• 	 Help low income families retain their jobs and find better ones by: enacting your 
initiatives to expand child care, raise the minimum wage, and maximize access to 
Medicaid and CHIP; making Food Stamps more accessible for working families; and 
through the T AtW rule, encouraging states to 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~ 
Work program, encouraging states to invest TANF funds in hard-ta-serve populations as 
well as non-custodial fatherS, and resisting efforts to cut the TANF block grant. 

• 	 Treat legal immigrants fairly by enacting our new proposals to restore additional 
disability, health and nutritional benefits and by releasing guidance on public charge. 

! \ 	 , 
\\.J 
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THE WHITE HOUSE 

WASHINGTON 

January 14,2000 

MEMORANDUM FOR TI{E~DENT ~~~ 
FROM: . Bruce Reed 	 ~ 

Cynthia Rice . "-a. 

SUBJECT: Second Chance Homes ~ 


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

Backgro~d on Second Chance Homes 

As you know! the 1996 Welfare law included·a provision you championed to require 
unmarried minor parents to attend school and live with a parent, guardian or adult relative in 
order to receive TANF, unless these options are not available or appropriate. For teens unable to' 
live at home Qf with relatives, states must provide access to an adult~supervised and supportive

\ . "-,,' 	 living arrangement such as a second chan<,;e home. States can use T ANF funds to pay for these 
homes, 

. To date, several states (inCluding Massachusetts, Nevada, New Mexico. Rhode Island, 
and Texas) have ~tatewide second chanc~ homes programs, and at least 16 states have local 
programs. Rough estimates show that current programs are serving about 1,000 teen mothers 
each year. 

What More We Can Do 

. This fall, we began to consult with experts about what more we could do to encourage 
second chance homes. (One of these experts, Kathleen Sylvester, fonnerly of the Progressive 
Policy Institute, has also been working with Fonda, which may have prompted this call.) Fonda 
may be caJling to urge you to do more in general on secOnd chance homeS; or she may be urging 
you specificaUy to include new funding in your budget. ., 

In general, we do not think funding is an obstacle to the expansion ofsecond chance 
homes. States currently have $4.2 billion in unobligated TANF funds, or 11 percent of tile tctal 
awarded. that they could devote to these efforts. Thus, we did noi recommefld to you any new 
spending in the IT 2001 budget. . 
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However. there are severa! very helpful steps we believe we could take by executive 
action. and once the budget is completed, we were planning to work with HHS and HUD to 
develop such a package, which we beLieye 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 reassurance to state budget officials and fodder for state advocates. 

'~. Direct HUD to make certain surplus properties available. at a 50 percent discount, to 
nonprofit groups that want to 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 is not necessary to· purchase property in order to run a 
second chance home, ofcourse - TANF funds may be used to rent property for such 
homes - but this action would provide additional oPtions.) 

~3~	 Direct HHS to use existiil~ evaluation funds to res~arch 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 heJping teen parents 
become self~s\lfficient and prevent additional out-of.. we:dlock births. . 

. 
No~e that we have not yet vetted th~ ideas with the agencies, but plan to very shortly. 

~rt for Serond Chance Homes 

. " There is widespread political support for second chance homes: Senator Moynihan and 
Senator Bradley have both proposed new funding for second chance homes (Moynihan at $45 
million a year and Bradley at $300 million a year). Governor Bush, as part of his faith-based 
platform, said he would provide a block grant to stn,tes (amount unspecified) for pilot maternity 
homes. . 


