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HARVARD UNIVERSITY

[ JOHN F. KENNEDY SCHOOL OF GOVERNMENT

MEMORANDUM

To: Bruce Reed (202-456.743 1)

From:  David T. Eilwood (Phone:617-493-1121, Fax: 617-496-0332)
Subject: Match Versus Maintenance of Effort in Block Grants

Date: March 21, 1996

I realize the prospects for welfare reform remain confused. Moreover, negotiations are quite far
along. Nonetheless, even at this late howr | implore you to 1ake a very close look st the issue of
match versus maintenance of effort if welfare doss begin to move. For I believe itis temibly
important to the long-run success of any state based reform strategy and 1o the future of children.

Clearly some mechanism will be included 1o ensure that states don't simply remove all of their
own resources while accepting federal dollars. The stnucturs in the current proposals is a
maintenance of effort provision: states must maintain speading at some percentage of 1994
spending or some other benchmark. In my view, a vastly superior method for ensuring continued
state effort is a state match for drasving down block grant money.

1
The Weaknesses of Maillm:naace of Effort
A mainrenance of effort suffers from several severe limitations, even 1f i is set at the 100% level:

- Complexity and B’ncertaihty in Enforceability-Maintenance of effort provisions are
notoriously hard to define and even harder to enforce. Since penalties cannot be imposed
unless effort falls below some fixed dollar amount, the definition of what connts and the
Jetermination of where state money is really being spent s absolutely critical, Proving
that effort has actually fallen below some level Is often impossible. Eventually
mainienance of effort rules will probably be eliminated or not enforced.

. Rigidity in the Face of Changing Conditions--A mainmenance of ¢ffort rule cannot
adjust adequately 1o changing needs and circumstance of states. If economic and
demographic conditions vary over the course of a few years, s state may find iwself
needing to spend far more than the minimum in one year, and far less in anather. In
theory, the maintenance of effort rule can {and the current proposal does) allow a
downward adjustment by reducing federal funds in proportion 1o state spending below the
maintenance of effort level, but the capacity to spend more 1s severely fimited. Andin
practice, the complexity of determining when the level has not been reached will make
the system slow to adjust,
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Block Grants Based on Existing Spending Levels are Politically Unsustainable Over
the Long Run--The existing pattern of Federal expenditures can be justified since they
are based on a match of state effort with a higher match for poorer states. But the fact
that a block grant with a maintenance of effort rule simply locks in existng expenditures
wil] ultitnately severely undermine its intellectual and political credibility. The proposed
biock grants will give rich states four times more per poor child than poor stares, and
there is no real machanism for poorer states t0 get more aid even if they need it. With
compiex and largely unenforceable maintenance of effort rutes. the perception of the
program a3 4 shared partnership will fade, and in a few vears existing block grant

allocations will be indefensible.
f

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

>

Savings are Not Shared in Proportion to Contributions--Currently the federal
government provides an average of 35% of the costs of welfare, and as much as 0% in
some states, But under a limited maintenance structure, the enlire savings generated by
cuts in benefits or from getting people off welfare {so long as state’s spend there
minimum and reduced maintenance of effort) would go directly into the state weasury, In
a state where 2/3s of the doliars spent on aid 10 the poor come from the federal
government, it is gasy 10 argue that any savings ought to be shared in proportion ©
contributions, especially if savings are caused by simply reducing benefits 10 poor
children. But with a reduced maintenpance of effort rule, even if {t can be enforced, the
federal grant romains the same regardiess of state savings unless or umil the state falls
below the maintenance of effort. The federal share of the savings effectively go instead
to the stale. At a time when the federal deficit is so sericus, and at a time when other
states will surely seck additional resources for moving parents from welfare 1o work, such
2 policy maxes little sense.

Strang Incentives to Cot Aid to Poor Children--The goal of welfare reform is to
encourage states to move people from welfare to work. Yet a maintenance of effort rule
of say 75% instead provides a strong incentive for states to simply cut their level of
support for poor children.  That allows them to save on welfare costs at the state 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 Muteh for the Block Grani--A Better Alternative

Simply requiring that money dravn down from the block grant be matched with state funds
solves many of the problems above, My suggestion would be 1o maintain the current match
rates, Then savings will be shared in proportion to expenditures. The state and federal
partnership in funding will algo be 2 partnership in savings. And if some states use leys than their
full block grant allocation. the federa! savings from one state couid be made ovailoble tg other
states who find they need more resources for welfare t0 work or sther programs. Thus a match is
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much more flexible. Stat:es that spend less do not get 3 massive windfall and states that need
more may be able to get it. The match will also restore credibility to the system and make b
harder to cut, since states will be doing their fair share. All at no additionu! net cost to the
Jederal budget as compared 1o the current block grant proposals. Indeed it is likely to result in
greater federal savings if the savings from some states are not drawn upon by others.

Equally imponant, a match is likely to create far more polirical credibilizy for the block grant
structure at the federal level in subsequent years, The continned reality of a shared program with
state contributions matched with federal dollars (up to a cap) will enhance the efforts of states to
ensure that block grant funds are not cut further in future years--afler all states would be doing
their share. And assuming that some states do not draw down their full allocation which would
allow other states with new needs 1o get more matched faderal resources from the pool of block
grant money, actual use of the block grant dollars will again be closcly tied 1o state contributions,
not based on an old and ultimately arbitrary past Jevel of support. But again since the wial costs
would be capped, there would be no additnional cost 16 the federal government.

Finally, and perhbaps most importantly, a maich is the best defense against a possible vace 1o the
bortom. The incentives to cut benefits inhevent in an unmatched system with an uneuforceable
maintenance of effort agreement will be powerful indesd. With a march, each state dollar cut
will lead 1o reduced federal dollars. Some southern states will be getting so little block grant
money {as Little as $12 per poor child per week for cash aid, child care, work and training) that
states may find it impossible o seriously focus on employment. Some states will find it far
cheaper to move people from welfare to the state border than from welfare to work, A match
will significantly reduce the mcentive to simply cut benefits, since any savings will be shared.

Ultimately states will benefit from a match if it allows them o :zdjusz to changing needs, retards
efforts to cut federal funding for welfare block grants in future vears, and prevents 1 race to the
bottom. But if the Congress decides that welfare reform also should include state fiscal relief,
that can be accommodsated with @ maich. Personally, a1 a time of federal budger ¢risis and when
we are considering a plan where states are being given almost complete flexibility 1© design their
own welfare policies, | arh mystified why we would also want to give smates fiscal relief which
in effect allows them 1o substitute tederal for state dollars. Bui if that is the goal, then the best
way 1o accomplish it is 10 have some modest amount of initial dollars be unmatched and have all
additional doliars be matched. Thus perhaps the first 20% of the block grant would be
unmatched.  This. like an 80% maintenance of effort will allow some substitution, but will

" reduce the incentives to go further and provide a more defensible system for the future.

It is 0 easy t¢ ignore the underlying economics when looking at state based reform initiatives.
But [ beliove the match is far more important for the future of real welfare reform and for the
protection of ¢hildren than anvthing ¢lsc in the bill. The single best way 1o keep states focussed
on moving people from we Hore to work aﬁd to prevent a race 10 the bottom 1s Lo include a state
maatch in the block grant.
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November 14, 1985

‘ Prosident William JeHerson Clinton
f& The Whila Mouss
e Washington, D.C.

Dear Mr, President: g

i WIS 10 BXNIA A6 are 1o i
amerging fr om 2?2& {Zcﬁgmm am convincad {as z wrzuazi;: avary sarious student of
poverty ang welfara | know) that thase bills will do fittle 1o move pecple from waifara 1o
work and will put 2:?‘?5§d2”8¥‘2 in serious jaopardy.

When you ran for Pmaidam and when you oversaw the development of the Work and
Responsibility Act, you offered a clear and positive vision. Real reform centersd
unambigucusly around two valuss; wirk and responsibility. You spoke eloguently
about how work provides meaning and struchura in our ves. You emphasizad the
need to support working families by making work pay. You talked about fundamentally
trancforming our failed welfare system, Ending welfare meant offering a hand upnot e
hand out. It meant that averyene who had the abillly to work had the opportunity and
the responsibility to do g0, Theso are the reform valuas you have championed
throughout your lifs,

You understood the nature of our failing welfars system bstter than sny public officiat {
ever workad wath, "Ycau spoke with stunning insight about the day to day realities and
complexities of low Income families, You recognized the enarmous challange of
gramatic changes in welfare,

And jug! as importantly, you understood and confronted directly tha staradtyping ang
nigotry that so often devastate reasoned discussion of walfare, [t is so easy to use
welfare racipionts as scapegoals. Yat you repeatedly emphasized that reciplents are
armong weltfare's harshes! critics: They are among the first to egree that it is
reasonable and nacessary 10 expedt recipionts 1o work. Your language was always
inciusive. You spoke sloguently of avoiding the us versus them mentality that so often
cheractorizes discussions of poverty and weifsre. You saw welfera reform as & way {o
bring tho country together when so many had used it to divide us.

i
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And uitimately, at the vory core, walfara reform was about helping the next generation
of thildran. Thelr lives were what made replacing our failed welfare system so
important, :

Thus It I8 with Incrensing distress and emazamant that | watch tha administration
embracing many of the welfare reform ideas emerging from the Congrass.  For with the
excaption of the child suppon enforcement pravigions which ciossly mirmor those we
developed, the HMouse and Senate bills sharply diverge from the vaiuses you have 80
culately emphesized in public and private. Stripped of their rheloric of fsderalism
and family valuas, both the House and the Senale bills are first and foremost about
cutling the budget. Both will make § hardsr, not sasier (or single parents 1o go lo work
Boih will increase not diminish poverty. Both will huet states. Worse still, they
represent (ha baginning, not the snd, of & perfectly predictabla racs io the bottom by
both the state and federal governmant. And perhaps worat of all, they both fead the
racially charged us versus them mentality which is tearing at the very fabric of the
nation, Qur childran w1|l suffer, This is welfare fraud, not welfare reform.
1 have no doubt that you have heard many of the argumants befora, | know you and
cthers in the administration {including me) worked hard to improve the Senate bill, 1t
cartginly is batter than the Houss bill. But with sven a limited distances from
Washington, it is not the detaiis that stand out. The big picture emarges--for me the

. iggues are for work and poverty.

- Under the Senate bill, the mora gansrous of the 1wo, inthe year 2000, tha
combined tolal faderat block grant Yor cash ald, work and training, and child cars
1 $820 per poor ohild par year In Arkansas. In Fliorida the grant is 850, In
Cealifornia the block grant provides §71,810 per poor child per year; in New York,
$2.120. Qverall. federal money for aid. wark, and child care combined is ut
nearly 15% in the year 2000 in the Benate bill. The House bill is siill worsee
cuiting 20% out. These spending levels and especially the cuts make it virtually
impossible {0 Invest In moving people from welfare 1o work,

Under the Hoause and Senate bills, states are requirsd to put millions of mothers to
work. Under the Senate bili, with $10 por wesk per paor child in federal block grant
funding, Arkansas is supposed to provide whatever cash aid is needed for poor
childran, 1o put Gheir mothers o work, and {0 pay for child cara.  The House bill asks
ihe same be done for $8 per week, Even in California, the payments amount to just
842 per week par poor child. Thesa sxpecigtions coma on top whataver tha stats must
da to copa with the dramatic cuts in faderal support for disabled children, immigrants,
and Medizaid. This anaiysis gossn't aven Includs the impacts of any recassion,
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Stetes cannot and will not 4o the impossibia, But they will do the possibis. The
possibie i8 to cut paople off, 1 offer less sarvica, to provide 688 ohild cara for the
working poor not on wolfars. Soms states will find it much saster to mova paople from
welfare 1o tha state bardar than from waifare to work. And 8o the raca 1o tha bottam will
begin. Even governors and legistators who want to 1ocus on workebased reform may
find the economic and political consequences too sericus in the face of the activities of
naarby states. Welfare reform will ba ebout culting people off and moving them
aroundwnot about work.

» The OMB, HHS, and Treasury report indicates that more thans one million
childran will bacome poor if the Senate bill is adopted and twice that number if
the House version prevaila. The situation could ba much worse,

Troubling as these aa%imaza& arg, things could end up being far worse, For they
neeume ro further changss on the part of states or the faderal government, Statee will
most assuradly spend less. And at the federal teve!, block grants have a poor fiscal
history. Who will defend cuts in the walfare block grant versus reductions in Medicare
or farm programs or tax cuts? And ¢an a block grant long endure with & funding
formuda yislding paymants par poar child as wildly divergant across statas as this ong?
{Many southarn statas get 1/4 as much par poor child as many northern states.) How
will appropriations for child care Yars when the caps come down sharply in futurs
yaars? Alraady Congress is cutting Hoad Start--gasily the most popular social
Investment and a critical source of child care for low incoms mothers. Robert Rector of
thg Herilage Foundation publicly pradicts that faderal funding for AFDC will ba gone in
five years. Most experis | alk 1o agree. Several wall known conservalive political
operailves privately admit ihis is the goal anyway, Whal is tefl is a formula and
structure which are neither politically viable nor intsllectually defensible,

| arn very, very frightened for our children. | am also worried that many people who
deeply care about children are angaged in denial and wishful thinking, 1am often
labeiod the father of time limits. | havs long besn one of the harshest eritics of the
current welfare system. | underetand the need to compromice and the importance of
sutting ihe budgst. | helpad to crafl tha welfars bill that conservative Republicans
privately told you was vary good. But what has emerged is not weifars reform, not even
sloge, From where | sil we sre on the brink of increasing dezperation. Even George
Wil hag expressed Concam.

L ask you 10 asi two simpla questions of yourssH, your staff, and anyons you trust who
has sertously studied the 1ssues over the vears: wili this bill make it asier or harder for
parents to work, and will children be less poor or more por 8s 8 result of these bilis?

L
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This should not be your legacy. Please don't risk creating much graater dosperation
among our mest vulnerabie citizens. Don't lel those whe would divide the nation
dominate this agenda.. Speak out In support of the cors American values that guided
all of your previcus welifare efforts. A budgot slashing wolfare bill that is a parody of
real reform should net'ba history's record of the most knowledgeable Prasident in
generations. ;

| stand ready to help in whatever way | ¢an.
{

I% Sincareiy,?
Ny, M

Dayid T. Ellwood
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No Reliefin Sight

The authors explain why welfare is likelv o remain a vexing issue for some time.

WELFARE REALITIES

From Rheloric o Reform.
By Mary Jo Beneand David T. Ewood,

200 pp. Combridge. Mass.
Harvord ifniversily Press. 328.95

By Jean Bethke Elshtain

ME of the mnost hounting fms 1 kaow is Fredey-
itk Wiseman's 1973 documentiry, “Wellore™
which depicis s Now York City wettare sflice,
with its desullary comings wnd goings, frus-

Vraling encounters and sngry onlbursis Oue ciderly
corsple eOters and its quietly in the waiting arew. Their
pares are on b Bst, They wilt be cabied “ns soon as
possible ™ We see the ook on he watl 1t is early
morning. We notee the bewilderwd, silent pavir throsgh-
o, the diy, st sitting, We see them O last Limeai the
end of the doy as, lorkem and Sodfounded, they rakeieave
of their ¥pO% i bureaucystic purgatory. The clock on the
wall reads 5 Whatever seed or trouble or grief drove
thern 10 1he welfare affice ihey tnix hame again, and to it
i ndded a3 paindy fayer of homiliation and frusiration. I
Basve used My, Wisernan's Gim to demonstrate whal can
ha ppess to thase caught in o client systenn; "Wellare” it 0
siocy of e kss of digeity and voice,

Jeaz Bethde Elshialn & the mbor of the toriheoming
book *Democricy on Fripl” based oe her 199) Massey
taeciares for the Canadian Brogdeasting Corporation.

14 May 135, 19

Should we ngt then be buoyed by Presiden Clin-
tor’s sialed deciaration that he would move with all
deliberate poed woend "wellare as v I00W IF°2 Thare |
ia, pertaps, roam foe hope. But 28 Mary Jo Bane, now
the assistant seceetary o children and tamibes inithe
Dexrarsmend 0f Health st Human Services, snd David |
T. Efiwoed, the departmert’s wesistas secrviary for -
planning and pvaination, show in “Weifare Boalities” a
ootection of essays written before ey joined the
Cliston Admiristration, we shoaléin’l gel gddy at the
pruspect asy tte soons (Indeed, 2ocording to reeent
news repocts, welfare ceform is on the Administration’s
back burner for the tihe being, as The President tries o
keep bz “focus” on heatih care.)

“wWeltare as wekncow U will kecpchuging atong, i
seems, with pew aitiatives failing 20 sobwe (he prob-
jerms they were ayesnt Lo solve and, more often than sot,
gererasting new probiems alf thelr own. Socisl scientiste
sometiznes call this “unintendod LONSOQUENCES.” Rein-
hold Miebutir miphs remind us of the ironies of bisiery,
the weys i which aptimistic changes and stirragly
tnampeted crusadex alt too often ety deepen the
iltoecs they were supposed Y0 cure or g o loll
view some sther moxious o 1roubiing possibiliry. But
whather oo {rames the preblos from the perspeciive
of sociat sclence oy from that of Nichubrian irony, # is
chese that welfare reform hus far has bees a swory of
fnstration if not oatright fabiure,

Avouiing rhetorical excess amd Barrow parctisan-

‘ship, Ms. Bane and My, Ellwont criticize both sides in

the current wellsre debate, those who SIOW censorious
about weilre cheating as wel as those wha grow
Continwed o paae €7
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Continued from page I4

sarrveyed sbout  welfure
righta. Ksurnplory by Ui mod-
stion. Ms. Bans and Mr. Fi
wond would repiscy weliare wirk *
govesnmant aid thet ensssrages
‘work ang omily repunalbitivy.
Y¥w mith of thelr 2ook is shout
why wellare i such o tough ot

for (e moat adioik “polky &

wonle ¢ crack,

-

EY begin with & series
of questions: “How At the
weilare syitem come i

b the way wa know (U7
Why has tha culture of wellsre
praved 20 hard 3o change? Why
g0 Rt reciplents e fa e
erapped) in Sepondency®™ Thay
rospond st the cutket By ating
BT $hT ot mymom -
vourapes chente from working
R anly through e Erancial I
gontives Byt alse Brough its be-
resusratc lmpedsmenra” I hua
encourmged an “eligibiiity-com.
pliance culsare™ £ ke rood. By
his Ms. Banz end Mr. Silwood
thean & Worid whate the intoes
sant ¢IIort (o comBly awith eyt
bility regsiramenis han hecome
the waitare cilent's msjor task
rod parpa.
The szuthors deacribe ia
FTrippent-ony decadi (e intersal
cidraes of the walfare office. The
Priang sod prosding io the lves
of tliemer is noted fintly, rether
thee wewy Kafla descrides the ar-
ausl of JYusef K, all the mors
chliling tor b wetming ordinari-

meks, Tha wellars casewprker,

they auy, has became & kind of
doubly £gent - ODHESE tu gais
the trust ol recipisnte, Yot con.
Munty wrifying thatr aligibiliey.
Yoo cliowt wihia shows Sotne get
up-andgo mey find hersel! oo
porized an » probieo Terrer
prone™ s the burenvenatic lingo
5 danerie n owalfsre reciptenst
who worky mors Sian her fligh
pillty rulss permit. She ecomes
s administrative puisanor rath-
& than % pevacs with soms
spunk,

By Fane snd Mr, Riswood prov
{sax thwmzelvy  surprised =t
threls oy stmtintien? Hindlegs, o5
pecially date indicating it wek-
fave Ix & BURGITNG proswitin
for more familes than they hud
DNy 3% TITEL. INE vEst M
Jority of patgsia whio SIar o wal
Iare wil sray lose han . four
YORTE.™ thay write. EUL “pedpis
who stay oight yvears o mors
geaaant oy enore than haif o7 e
poople on SEIIATE 8t Any poin: it
Timne.” sad thoss who aay for sn
Extended peried “end 390 aceu.
wiulite in the gystam.”

The wypienl wwifars fomily,
theey xiy (mnd e aun thit drws
w08t of the pabilic's atisution wnd
thtatieat Hre), & 2 Dover-mar.
ried mothar with her chiidoen,
Whnt kalp Go 3. Bane and W
Rilwood provide to pablic polley
aupurts and inmaresied citlans
wiie wean € dpk thefr way

Hirongh the many seonomle, po

Erical and sthicel goestions st
weltars gpollcy wod reform puton
v tabdad
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E Siere 1 mun protess 1o some
dirsppointawant, for this (s o text
direccad in large part at sxpers
end s, K & replate
with all sesty of dense dbcuse
stons of mationnd shoity thaary,
wpectancy theory and the e
tamphe W6  wxperirntod

AR SILEATMY Bt bloomeiad
Togit model because of it sim’
picity, though oiher hazard
el mathors yialded remark.
ably similar resatte™), Thers are
" paints of engry for the srmexpurt,
bl these are o and Ay &3
reasrage nonkeademdc resdern
Moreover, whils Ms. Bane and
© Mr, Biiwoad #v persodaive is
" detailing the ways the wellsre
sygtarn  distouraion  seilguffi-
clency, they ame less wrong en
idauy for rasmmucturing K How
are poopla whe tem iresdy de
St by & worid of eomplinnos

and it them 10 Hind Jobs w sepw-
CIMEY Wi e pnape of jobe
is ynceTisin st best
tontronted with this prebem,
Ma Dane ang M1, Eliwood st

They
sensifity, that “prevention s m
" bast gure. Weilare uae be-
caude Magie-parent familles sre
formad. I we could prevenss the
Fermation of 30w singis-parent
aryiline, ws could Ixrgaly alimis
nam™ e naed Tor waifsee, But
nlrce we pogrm 16 Jack Van sbitity
Lo changs tamiy formadon knd
dlmwolstien pntterss Arametiont.
v, e Wil be foread o iy on

Why not boldly
~ go where no
welfare reformer
. has gone before
- to prevention?

metxxds wo Mdp dnghe pacenta
rrerve off of watfaro if twe goat e
¢ rodoce [onglerm  wellsre
s Bt in thiz Bk throwlsg in
the towent ot the qutem?

* Fr wuny Derw bn thot sinee the
authors s7w §a persaasive incas
aloguing the meny failed st
tempts 0 move long-term wel
fore (amilies out of s aysten,

eir PolootEes K SO
VEATION st 30 MAAn thit we
srx kn Tor weore of the same. Yot
saother DoAY RnGunied Rion-
tive; vt anotlwy iongrterm full
e, .
i (e of their “most discaurag-
ing .. i that neither
tong-ivcm walinra use ner lamily
SruTiure changon sears (o have
Bemn srsed Hlaeroed Dy asers
ate changwy 1o Joticy.” Then wiy
not Bt the bullet? Why ot bolh
Continupd or mest page -
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Homelikas forniliey waiting & sae cavewsrhers of the Avhurn
* Assazamers Canfay [ Brooklye

¥y g0 where no welfare rwlormaer
huy gone burnn: - m mmam
wind to tha B3ie 10 1

umx m Baag and My,
Rtithhmmmz? it g
oy Eay, “the Dutio cuijtsewe of
the wellare system® is intracta.
ble wd damaging © o) eome
Larmed, then surely they thould
offer moare when [ cammet v 13-
suen of vaipes than a cali for
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The welfare
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