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HARVARD UNIVERSITY 
t JOHN F. KJlNS'EDY SCHOOL OF GOv~R.'lMENT , 

MEMORANDUM 

To: 

From: 
Subj«t: 

D.!e: 

Bruce Reed (202-456-7431) 

David T Ellwood (Phono:617495-1121, Fax: 617:496-0552) 

Match Versus Maintenance of Effort in Block Grants 

March 21,1996 

I realiLe the prospects for welfare reform remain confused. Moreover, negotiations are quite far 
along. Nonetheless, even at this late hour) implore you to take a very close look at the issue of 
match versus maintenance of effort jfwelfare does begin to move. For I believe it is terribly 
important to the long-run success of a.-'iY state based rcfonn strategy and to the future of children. 

Clearly some mechanism \\ill be included to ensure that states don't simply remove all of their 
own resources while accepting federal dollars. The structure in the current proposals is a 
maintenance of effort provision: States must maintain spending at some percentage of 1994 
spending or some other benchmark. In my vie'\.\', a vastly superior method for ensUring continued 
Slate effort is 8 state match for drawing dOVl-TI block gr3D.t money. , 

I 
The \Veaknesses of Maintenance of Effort 

A maintenance of effort suffers from several severe limitations, even if it is set at the 100% level: 


.. 	 Complextty and Un<:et1ainty in EnforceabilirY--Maintenance ofeffort provisions are 
notoriously hard t9" define and even harder to enforce. Since penalties cannot be imposed 
unless effort falls below some fixed dollar amount, the definition of what counts and the 
determination of ~here state money is really being spent is absolutely critical. Proving 
that offan has actually fallen below some level is often impossible. Eventually 
maintenance of effort rules \\ill probably be eliminated or not enforced. 

.. 	 Rigidity in the Face of Changing Conditions--A maintenance ofeffort rule cannot 
adjust adequately t6 changing needs. and circumstance ofstates. Ifeconomic and 
demographic conditions vary over the course of a fe ...v years, a state may find itself 
needing to spend f:ax more than the minimum in one year, and far less in another. In 
theory. the maintenance of effort rule can (and the current proposal does) allow a 
downward adjustment by reducing federal funds in proportion to slate spending below the 
maintenance of effort le·vel, but the capacity to spend more is severely limited. And in 
practice, the complexity of detennining when the level has not beer'! reached wiU make 
the system slow to adjust. 
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• 	 Block Grants Based on Existing Sp~ndiQg Levels are Politically Unsustainable Onr 
the Long Ruo~~The existing pattern of Federal expenditures can be justified since they 
are based on a match of state effort with a higber match for poorer states. But the fact 
that a block grant \.."ith a maintenance ofeffort rule simply locks in existing c.xpenditures 
will ultimately severely undermine its intellectual and political credibIlity. The proposed 
block grants \vill give rich states four times more per poor child than poor stares, and 
there is no real mechanism for poorer states to get mOre aid c\cn if they need i1. With 
complex and ttugeiy unenforceable maintenance of effort rutes. the perception of the 
program as a shnred partnership will fade, and in a few years eXisting block grant 
allocations "",iH be indefensible. 

I 

Furthermore, if a maintemmCC" of effort is set at.a level below 100% as is now proposed, several 
additional problems arise:: 

• 	 Savjngs are Nnt Shared in Proportion to Contributioos....Curreolly the federal 
government provides an ayeragc of :55% of the "coSts ofwclfaTC: and as much as 80% in 
·some states, Bm W1der a limited maintenance structure, the entire savings generated by 
cuts in benefits or from getting people off wel f~re (so Igng as state' s spend there 
minimum and reduced maintenance ofefion) would go directly into the state treasury. In 
a state where 2/35 of the dollars spent on aid to the poor come from the federal 
government. it IS easy to argue that any savings ought to be shared in proportion to 
contributions: especially if savings are caused by simply reducing benefits to poor 
children, But with a reduced maintenance of effort roll:. even if it can be enforced, the 
federal grant remains the same regardless ofstate savings unless or until the state falts 
below the m3.inten:mce of effort_ The federal share of the savings effecdvely go instead 
to the Stale. At a time when the federal deficit is so serious, and at a time when other 
s.tates will surely seck additional resources tor moving parents nom ,"vel fare to work, such 
a policy makes little sensc_ 

• 	 Strong Incentives to Cut Aid to Poor Children~~The goal of welfare reform is to 
encourage states; to move people from wellare to work. Yet a maintenance of effort rule 
of say 75% instead provides a streng incentive for states to simply cut their level of 
support for poor children. That allows them to save on welfare costs at the stale level 
without any loss of federal dollars. It is far easier to cut benefits as a way of reducing 
costs than to move people to work. 

A State Match f()r the Block Gt1Uit~-A Better Alternative 
Simply requiring that mont;:y dta....n dO\\l1 from the block grant be matched v.'ith siate funds 
solves many of the problems above. My suggestion would be to maintain the current match 
rates, Then savings will be shared in proportion ta expendln1ff!s. The state and federal 
partnership in funding will also be a partn~rship in savings. And if some states use less than their 
fuU block grant allocation. theftdcral savingJ·from one state could be made available to other 
states who find they need more resources for welfare to work or other programs. Thus a match is 
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much more flexible. States that spend less do not get a massive windfaU and smtes that need 
more may be able to get it The match ""ill 3J50 restore credibility to the system and make it 
harder to cut. since states will be doing their fair share, All at no additional net cost to (he 
federal brIdger as compared to the current block grant proposals. Indeed it is likely to result in 
greater federal savings if the savings from some States are not dra\\l1 upon by others, ' 

Equally important, a march is likel); to creat~ far more political credibiliTY for the block grant 
structure at the federalleve1 in subsequent years, The continued reality of a. shared program with 
state contributions matched with federal dollars: (up to a cap) wiH enhance the efforts of states to 
ensure that block grant funds are not cut further in future years-after all stale~ would be doing 
their share. And assuming that some states do not draw down their fun allocation which would 
allow other states v.-;th new needs 10 get more matched federal resources from the pool ofblock 
grant money, actual usc of the block grant doHars will again be closely tied. 10 state contributions. 
not based on an old and ultimatel," arbitrary past Jevel ofsupport. But again since: the total costs 
would be capped, there would be no additional cost lO the federal government. 

Finally, and perhaps most importantly. a match is the best deftnse against a possible race to the 
hortorn. The incentives to cut benefits inherent in an unmatched system 1oV'ith an unenforceable 
maintenance 0 f effort agreement will be pmverful indeed. With a match, each state doilar cut 
will lead to reduced federal dollars, Some southern staleS ","ill be getting so little block grant 
money (as liltle as $12 per poor chHd per '.\'eek for cash aid~ child care, work and training) that 
states may find it impossible to seriously focus on employment Some states will find it fur 
cheaper to moye people from welfare tv th.e statt..: border than Jrom welfare to work. A match 
\\iU significantly reduce the Incentive to simp!}' .::ut benefits, sinc'e any savings will be shared. 

t:'ltimately states "",ill benefit from a match if it allows them to adjust to changing needs, retards 
efforts to cut federal funding for wclf~re block grants in future years, and prevents a race to the 
bottom, But if the Congress decides that wdfare reform also should include state fiscal re)ie~ 
that can be accommodated with a mat;;h. Personalty> at a time of federal budget crisis and when 
we are considering a plan where states are being given almost complete flexibility to design their 
0\\1'1 welfare policies, 1 am mystified why we would also want to gl\'C stales fiscal relief which 
in effect allows them to substitute tederal for state dollars, But if thaI is the goal, then the best 
","'3y to accomplish it is to haye some modest amount of initial dollars be unmatched and have all 
additional dollars be matched. Thus perhaps the first 20% of the block grant would be 
unmatched. This. like an 80% maintenance of effort ....'ill allow somt: substitution, but wiJI 
reduce the incentives to go further and provide a more defensible system for the future, 

It is So easy to ignore the underlying economlcs when looking at state based reform initiatives. 
But I believe the nutch is far more important for the future oheal welfare reform and for the 
protection ofchildren than anything else in the bill. The single best way to keep states focussed 
on moving people from \.\,;elfare to work and to prevent a race to the bottom 1.) lo include II state 
match in Ihe block g",nt. . . 
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November 14, 1995 ." 

, 
Presidenl William J&fferson Clinton 
Th<> White Hous. 
Washlngton,D,C. 

Dear Mr. President , 

~ltA to AXJ)CAAa ~ &XtrJme concern abOut the ,meads of tha WQ]Mre reform bilL 
emerging frgm the Congreaa. I am convinced (as IS virtually avary sarlous stud ant 0' 
po.arty and ~Iliira I ki\ow) thatlheSl! bills wlll do little to move peoplelrom wolfare to 
work and will put children in ...riou5 jeopardy. 

I 
When you ren for Presid.nt and when you oversaw the development of the Work and 
Responsibility Act, you offered a clear and po.itiv. vi.ion. Real reform centered 
unambiguously .round two values; work aml responsibility. You spoka eloquently 
.bout how work providn meaning end structure in our lives. You omph.sl~ed the 
nood to support working familie. by making work pay. You talkod about fundamentally 
transforming our feiled w.~er. system. Ending weWere meent offering e hand up nct a 
hand out It m••nt Ihot overyono who had the ability to work had the opportunity and 
the responsibility 10. do so. Th$sG .r. tho r.form ""Iue. you have championed 
throughout your lif•. 

You understood th~ nature of our failing wolf.ro system botter than any publiC official I 
ever worl<ed with. You spoke with stunning In.ight about tho day to day realiti•• and 
complexitle$ of low'll'ICOm& families, You reeogni:zed the enormous ehallangD of 
dramatic ehangu In welfare< 

And Jut! as importantly, you understood and ronfrontod directly tha staraotyping and 
bigotry that so ollen devastete reasoned diSCUS.ion of welfare. It Is so easy to us. 
welfare recipients as scapegoats. Yet you rapsatadly emphasized that recIpients are 
lImong wetfare's harshest Critics: They are among the first to agree that it is 
reasonable and necessary to expect recipients to work, Your langua,g" was always 
inclusive, YOY JPoke eloquently of llvoiding ths u.s versus them mentality that so often 
eharaeterizeJ discussions of poverty and welfflr~t You saw wetfare reform as EI; way to 
bringlho country logether when 00 many hod u.ed it to divide us. 

I 

http:Presid.nt
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And ullimately, allha very core, welfera reform WQS ebout helping Ihe next ganerailon 
of childl'lln, Thel, livoa wo,e what mad. replacing ou, failod wolfaro syslem so 
Important. 

ThUll I! la with Increeslng distr••• and amazement Ihat I watch ttl. Mministralion 
embracing many of the welfare reform Ideas emerging from tne Congress. For Wllh Ihe 
exception of the child support .nforcement proYlslons which closely mirror those we 
developed, the House end Senate bills sharply diverge from the values you have so 
articulately emphasi",d in public and private. Slrlpped of their rhetoric of federalism 
find family values. both the House and tho Senate billa are first and foremost about 
!,;"tUng the budget. Both will mol<s It hardar, not easier for single parents to go to well<. 
Bolh will Incraa6& nol diminish poverty. Both will hurt slal.s. Worse still, they 
repr....nlth. boginnlng, not tho end, of. porfeclly prediclabl. race 10 the bottom by 
both the state and federal governmont. And pernaps worst of all, Ihey both feed the 
racially chargod u. vorous them mentality which 10 to.,lng at the very fobrlc of the 
nation, Ou, ohild,.n will .ufler. This i. we~ere fraud, nol wolfer. reform. 

I have no doubl that you have h••,d many of Iho a,gumonl. bGfore, I know you and 
others In Ihe administrallon (including me) wo'kod hard to impnovo tho Sonate bill. II 
certainly is batter than the House: bill. But with twon s limited distance from 
WaShington, it is not the details that stand out The big plcturQ emerges~~for me tne 

. issues arB for work and peveny. 

- Unde, the Senate bill, the mo,e generous of the two, in the yee, 2000, me 
combined total federal block grant for cash aId, work and training, and child care 
IS $520 perpeer child peryear In ArI<1Insas. In FIONda the grant Is $850. In 
California the bloc!< grant provides $1,810 per poor child per year; In New York, 
$2,120. Overall. federal money for aid. work. and child care combined i. cut 
nearly 15% in the year 2000 in the Senate bill. The Hou.e bill I ••tiI1 war•••• 
cutting 20% out. The.e .p.nding 10'01. ano ••pecially the ctJt. make it virtually 
Impoeeible to Inve.t In moving people from welfare to work. 

Und.r the House and ·senat. bills, stat•• ar. r.~uired to put million. of moth.r. 10 
work. Under tho Sonalo bill, wilh $10 perw••k par poo, child In federal block grant 
funding, Arkansas is s,upposed to provide: 'Nhatever eash aid is needed for poor 
children, to pul thair mother. to work, and to pay for child car.. Th. Hou.. bill a.k. 
the same be done for $9 per week. Even in California, the payments amount to just 
$42 per week per poor milo. These e~lations eome on top whatever the state must 
do to cope with the d~matjC cuts in federal support for dIsabled children, immigrants, 
and Medicaid. This analysis doesn't even Include lhe Impacts Of any recession,, 

• 


---._---_.__...------ ­
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, 
Stele. CIInnot and will not do lhe impossible, But they will do the possible, The 
posSIble is 10 CU1 peOpl. off, to offer leS$ seMoa, to provide les. O1\!ld car. for the 
working poor not on Welfare, Some stetas will find it mu01\ easi9r tomoy. people from 
welfare to the state bordar than from welfare to work. And 80 the raee 10 the bottom will 
begin, Even govemors and legislators whO want to fOCUS on work·based reform may 
find the economic and political consequences too serioYs in the face of the activities of 
neerbyalal••, Welr.re reform will be aboul cultingpoople olf and moving Ihem 
around-nQ! about WQrK. 

• The OMB, HHS, end Treasury report indicates that more then one million 
children will become poor if the Senale bill i. adopled and twiCIIlhal numbar if 
the House version prevails. The situation could be much worse. 

t 
Troub!lng as these estimates- are, thIngs could end up being far worse, F=or they 
assume no further chang•• on the part of slales or the fed.ral government Stal.. will 
most .ssurodly spond 10.., And at Iho fodor.llovol, block gront. hOv•• poor fiscal 
hIstory. Who will defend cuts in the welfare block grant versus reductions in Medicare 
or farm programs or tax cuts? And can a block grant long endure with 8 funding 
formUla yielding payments par poor child a. wildly divergent across stale••s this on.? 
(Many southem slale' get 114 .s much per poor O1\ild as many northem slates,) How 
wJII appropriatlons for child eare fare when the caps come down sharply in future 
years? Alraady Congress Is ClJltlng He.d St.rt .... aslly ma mosl popular soolal 
Investment and a critical Source of child care for low Income mathe"" Robart Rector of 
the Heritage Foundation publicly predicts that fedaral funding for AFDC will be gone In 
five yaars, Most ••perts I talk to agree, Several well known cons.rvative political 
operative. privately admit Ihls Is the goal anyway, Wha; I. laft Is a formula and 
slruclure which are neither poillically viable nor Intelleclually defensible, 

I am very, very frightened for our children. I am also worried that many people who 
deeply care ebou! children are ongaged in donial and wishful thinking, I am cften 
labaled tho f.ther of time limits, I havalcng boon one of the harllh••t erities of tho 
current welfaro system. I underetand the need to compromise and the importance of 
cutting the budget. I helped to craft tho walfar. bililha! conservative Republicans 
prtvataly lold you was vary gOOd, But wha! has emerged i. no! woff.re reform. not even 
close. From where I sit we Ire on the brink of increasing desperation, Even George 
WIll ha. expressed concern, 

I ask you to ask two simple questIons Of yourself, your staff. and anyone you trust who 
has seriously studle~ the Issues over the years: will this bill make ~ easier or harder for 
parents to work, and will children be les. poor or more poor .s a result of ttles. bills? 

http:Jeffer.on
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Thl. should not be your legacy. Plee•• don1 risk ",eating much gre!lter desperation 
among our most vulnerable c:itil:en.. Oon'I leltho.e who would divide the nation 
domlnote tills agenda" Speak oul In support of tho cor. American VQIIJ•• that guided 
all of yo.... provlous welfare efforta. A budget slashing walfar. bill thai 10 a parody 01 
real reform ehould not'be hl.!Qry's record of tho most knowledgeable Pr••identln 
generalions, ' 

I .tend r.ady to help In whatever way I can. 
I 

;j;?tLJ( 
David T, Ellwood 

I 
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WUFAREREAUTIES 
From Rheto,ic 10 Refurnt. 

8v Mary Jo BGMond David T. ElfwQQ4 

mpp.c~.wuu..; 

Harwud U"i~rsity Pn$t.SJ!9..95.. 

ByJean Bethke Eishtai. 

O
NE of the most h.nuntillgtBms 1 knOW i.s Freder­
ick Wisentan's 1915 documentary, "WelJare, ­
which dqli~lS It. Hew York Chy 'Welfare .,fic.e. 
witt. iUl desll.LOry comiJtss and goings, frus· 

'fating ~ters and &n81')' OIllbarstlS. ()r1(! eWcr1y 
~ etten aJMl sits qurtly in the waitilqt atea. Their 
~ are 00 Po Us" 1laey wilt be uUed "'CI$ soon as 
JIO'S5ible:' We !1ft tlle clock 00; tM wall It ill early 
momin&. We 1WJtit'c d.e bewi~ sil(!nt PIli," tbfough­
out the day. sun siuiag, Weseetlwm oooe last tii_alW 
eDdol 'heday as, Iorlorn andCOftJoamded. tIley tneleave 
of tbeir aJIOIkI WRautnlilk pdr&/llory. 1l.e dock QQ the 
wldl ",d 3. What~ M!'ed (If lroubk or grief drove 
tt.em to lite weUa~ ant«: lbey 'aklehOme .gain,..1Id to it 
h added a painlut iayer 01' humiJia1ioon aM frusu'mwa I 
ba'4'lt use-a Mr. W_m"n'~ mm todemonstrale what can 
haPJ)tl\llllbase cau8M lnacfiea1: system; "Wdfare" is III 
stOf)' or me ~ of dipity .ad va.~. 

haD ~ ElsklalD b the ltUtltOr 0:1' the fQnhooming 
book "De:rDoc:nlcy on TriIll," based OIl Mr 1m Masuy 
Lectures kw the Cooadian Bn:.Jadt:ast.,.g COf"JlOf"tlltioo. 

.. May IS. 1!lI)4 

No Relief in 
'-.

Sight 
, 

The lluthors explain why welfare is likei.'· '0 remain a vexinll issue for Some lime. 

.....,.x-() 

Should "'.... not tlret\ be buoye-d by Pfle'i!.1d*nl Clln­a ton:s SlalCd d«laratiOh thaC he wmald move with all 
Mlberate ~ toft1d "welfare as we: Mo\5 il-'There . 
Is, perh., room Ii)( hope. But as MillrY J() Bane, now 
the 8..$$iStasf 3eCrltla ry toe dUldwn and families in 1.00 : 
Dqlartmenl of Health Uld Kutnan ~ and David 
T. EllWood. the «kpaf'tmet::"s ll!ISata&Jl se«mary for· 
ptaruuna _Ad evaluation. mow in "Weifurf' I14aUties," a 
Ol'lIecCian .. asaJs wrineon beture me)' JoiMd the' 
QiM.oQ AdmiDistratmn. we ahooIdIt"t g,e1. giddy .t dltt 
pr:mpoect .1,1' ltme soorL (Indeed. xcwdinc 10 ~I 
ne'ft I't'pottS. welfan! monn is on tOO A<ltnitli'stntiOO'lI: 
badl.bumer for tJle~be1ng.as lite PNSKknt In.:skl 
kefp b.Is "faoe~" on hc'alth (are.) 

"Welfare as '1ftknow' lt" will keep~aIona.U 
Hft'ftS, with MW W1ta••~ ,.ninl to soIW thot plGb­
leQ:S they ~emHflt LO seNe and. IOO~ oUrn ~ lOt. 
geller'alinEnew p~m5 aU their ftn,. SOcial KienC6U 
sorrtecimesCllU thb '"UnIntended~.. Ret". 
hOkI NJebutlr might n:mind us of the iroates of blst.«y, 
the "'1$ ill -wtIidli aptimmic cbange3 ani sUrrin&ty 
t~pded cnasades all too often dthII!J' deepea the 
ilfDI!AA thr.J we~ ~ to cw-e or brill. inco fuU 
Yinr some oUier mxioM Of' trul.lbl.mg pouibiliry. $ut 
Wf\l'ther (U tAI1lC! the pnmkom from tile ~ 
of soellli sdence or from fhlt'of NiltbUlJria.D irony. it ill 
dMr llwt welfare refonn thus rar has been a $tUrf of 
In.5traUon If ~ OQtnpt bilure. . 

'<\YOkUD& rf:teiL'lrleal eJlCe9S am narrow partisan. 
'Ship, Ms. Bane ud Mr, EI.JWt.)OO critid%e 00th sidn in 
the curre.l wt'ffan diebate, tl\ose~"hc.&row~ioas 
.btIUl welfare eJ\oUng a! wdI as tho:Ioe W1Io g1'OW 

COOlinwed-Olt~ t7 

http:trul.lbl.mg
http:tJle~be1ng.as
http:Pn$t.SJ!9..95
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Why not boldly 
go where no 

welfare reformer 
h8sgone before 

.-':"" to prevention? 

. tl~ iont""nn tan. 

.­I OM of t.tmr "maJt dtKQUI'Qj­
il1I. 1tn4Inp ," II: dw!t &ettbot 
kln&4t'm1 W'~UIe ftCr falJ'lUy 
Itnltt"'"' -1\flI'. _m to baV4 
,....., f'ftdI:Il W\~ b:¥ 1'MISer­
'~~lhpoU¢1."n.1I wt.)' 
fII)t !:Mitt lbe ~? 'oIJby 1lot tIOl6­

ContIIWl'dDftlfUlpa... 

niit NEW YOIIK TIMES BOOK REViEW" 

FROM O!.SPA ,, NEWS DIV TO 94567028 P03S/0,S 


...;;';;;'0;.";;,,;;;';,;:;,,<.. 
~ ny, ''1hw b.lIl~ ~1Nr. <>I 
U)e weltan MYStem~ 1$ Intl'll.ctn* 
.. -"'" "malina: to .0 ~ 
~mtd, then ItIIt"fi)' lhey sbould 
MJc: maN! wherI 1\ «ItnM to 1i­
I\MI1I of \F&l\lel lhan • call for 
Afunbc!r swdy"? 

1Meed. W~ Bane end Nr. zu. 
wood's eommeMI ,bola me ~ur· 
ftI'It fl;lte (If tM W1'tin. poor 
INJPIt}USI blWf dMlp thl cNb. 
blw.!un a:c-, """,,,~DV(Ir 
&111 ~rMl!ll tbe ftlua "merl­
QU ~rIll'I! ItoIy ..orir: ~N., 
1hIy try to '-P th~r tl:JllIUua: 

. ,~m.r, u..r do lio(ii ~( ~Iw 

. nat.. Iln4 tMly 1ft ofl,m too 
ptol.ld to uk ,~ ..,u.tanca. _en 
U they m!&hi be ..~un._ Yel, 
a«<!r¢lnt w IWlIo h»e ",nd Mr. 
EU'" ItllY an: currentJy the 

, .~ (I.j' tNf CIOOf," k¥tred 
tf'OtrI tM atrYICII- Ilftd CUb­
t:Juo4 fOrm. ot II1d OV.UID" tV 
IamtllHCIfI.....u.re. ttt. WIh'101IIr 
p:.:::tJr find ~Nu 1ft tni:N_ 
mm ~t. I!tT'CiU fill Ivw­
.P*11f11 j~ mrtalr: .net ~ 
ItaJNIw. ~Ie who "'pIuy by 
Iht r'Il1W' SIImIldn't "'1COe tIw 
dm..." N., BaM and Mt', £n. 
-.-1 it'lltIM'. Amet'I to that- ,",ut 
lIlls moM thut Uley tIMd to .:;"", • 

. vVtq: ttleir bnw;~ that ~Ins_I· 
ta.,. •• _ It........ 11:" hIUI tmOlk::a' 
,*- toT hoW _ thlctll UiNt 
thoft: blll\dmb 01 tbOuMndA or 
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