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In the debate over welfare reform, one thing you don't hear· 

much about these days is the fathers. The focus is on women and 

children. "Men only make a cameo a~pearance as people who must be 

forced to acknowledge paternity," says the Washington Post's 

~llen Goodman. That's how it's been for most of the last 50 yeara 

-- our welfare laws have always treated the men as if they were 

largely irrelevant to the problem. "The result," says former 

Minneapolis mayor Don Fraser, "has been to drive fathers from the 

home and marry the mothers to the system." 

In theory welfare reform should improve this situation. Low 

income women, knowing they will have to work if they go OQ 
¥'··f 

welfare, are more likely to stay with the fathe~~ ?t ~h~ 
':.i ..: ~ ... 

children even if these men are working intermitt~ntly at low 

wages. Moreover, as child support systems improve, fewer fathers 

will desert the families since doing so is less likely to 

relieve them of their support obligations. That/s the good news. 

Unfortunately, there's also another side to the story. The major 

reform bills all require that recipients work, preferably in 

private jobs, otherwise in government-created positions. But the 

bulk of the new jobs go to the mothers, not the fathers. That's 

who must work under the Clinton bill, for instance. Imagine ~he 

scene in a typical urban poverty neighborhood sO!T!etj.me. in ~he 
... i, ,~I ... ..' ' 

21st century when the new welfare system full~ ir,t p;..~.ce: every 

morning welfare mothers pack their lunch buckets~n~ g~ ?~f to 

their jobs while the fathers of their children lounge around the 
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street corners and watch them go. 

This makes no sense. As JamesQ.' Wilson said recently, "it 

is fathers whose behavior we most want to change". They're the 

ones dealing drugs, committing crimes, and terrorizing our urban 

neighborhoods. Most people would be willing to allow poor mothers 

to stay at home with their children if the fathers could be 

convinced to join the work force and become contributing members 

of socie~y.At least in the short run, however, the refcrmplans 

do little for the fathers. 

One remedy would be to create enough public jobs to employ 

both the mothers and the fathers, but that's not likely to 

happen. It costs about $4,000 a year to put someone to work in a 

public service job, and that's not including day care or 

transportation or the wages paid. At this rate, we don't even 

have enough money to put all the mothers to work. And even if we 

did, it's hard to believe the public would be willing to create 

the 2-3 million public jobs that would be required. 

So here's a more promising approach. Why not give the 

welfare mother a choice: either she takes the public job, or she 

tries to get the father of her children to gc to work in her 

place. In that case, we might allow him to work something like 

full-time -- more than the number of hours required to payoff 

the welfare grant -- and keep the difference. In the State of 

Ohio, for instance, a ~other with two children receives a monthl~ 
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check of $341 from the Aid tp Families With Dependent Children 

program. For that, she would have to work 18 hours a week at the 

minimum wage under the President's proposal. But if the father of 

the children went to work in her place, we might let him work 40 

hours a week and earn $740 a month, of which $341 would go to the 

mother. The remaining $399 he could keep for hims f. 

The payments to the fathers would increase total costs, but: 

there. would be savings too. Since 'the, mother is staying at home,. 

day care expenses would be reduced. Depending on the age of the 

children, the savings could be $200-400 a month per child. The 

Clinton bill contains $2 billion for day care, much of which 

could be saved if the fathers went to work inst~ad of the 

mothers. Furthermore, food stamp benefits for the men would be 

lower since they would now have earnings from .their public jobs 

(food stamp benefits are inversely related to the recipient's 

income) . 

We don't know how many welfare mothers would choose this 

option, or how many fathers would agree to go to work in their 

place. For the father much depends on what state he is in. A 

minimum wage job paying $740 a month looks a Lot better in 

Alabama where, on average, only $164 would be deducted for the 

mother and her children, than in New York City where $577 would 

be deducted. In either case, the financ incentive is not 

great. However, many of these fathers want to support their 

families -- experts estimate that 30-40 percent of low-income men 



living separately from their families nevertheless have a 

relationship with the mothers and their children. They aren't 

contributing 'much beca~se they aren't working. This proposal 

would fix that problem, ·and at little or no cost. 

If it were made a state option, different states could try 

out different approaches. In low wel benefit states, jobs 

providing less than 40 hours'a week may make sense, and cost less 

money. In high benefit sta,te.s , additional incentivesmay be 

needed to get the fathers to participate. state experimentation 

will be essential to find out what works. 

If .the father can satisfy the mother's work obligation, the 

relationship between the two changes. Each now has a practical 

reason to need the other -- he needs her so that he can have 

access to a public job and to his childreri, she need~ him to meet 

the work obligation so she can stay home with the kids. There are 

risks, of course. Once they have re-entered their familie~' 

lives, some of these fathers may end up abusing the mothers, or 

even the children. However, we will face that problem anyway as 

child support enforcement becomes more effective. Some fathers 

will resent the fact that their girlfriends are trying to collect 

money from them,whi others will feel that they have been 

,unjustifiably denied access to their children. In all these 

cases, the state must step in to protect the.mothers and 

children, and to help reconcile the warring parties. 
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25 years ago, Pres~dent Nixon sent Congress a welfare reform 

proposal (the Family Assistance Plan) that sought to eliminate 

the bias against fathers, but it was defeated. In 1988, Congress 

passed the Family Support Act, but it only corrected part of the 

problem. Today, everyone acknowledges that welfare drives the 

fathers away from their families, but no one knows what to do 

abou.t it (the one rna jor ,demonstration c1:lrrently under way, known, 

as "Parents Fair Share", 'won't produce useful results for several 

years). So thE'subject'receives itt:le ·at·tentioninwe are 

reform discussions, and the debate quickly moves on or back 

to the mothers. Everyone has views on that topic, and there is an 

abundance of reform proposals. 

It's a mistake, though. At a time when 40 percent of all 

children are ~rowing up without one of their biological parents 

in the home, our government is telling low income fathers that 

it's only interested in them a~ payers of child support. It is 

hard to imagine a more damaging message. In the short run, the 

proposal made here may not save money, or lift a lot of families 

out of poverty, but it holds some promise of getting the fathers 

back into the picture. That may be the most important welfare 

reform of them all. 
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. AMERICA WORKS 
Friday, December 23, 1994 

Bruce Reed 
White House 
Old Executive Office Building 
Room 216 
Washington, D.C. 20501 

. Dear Bruce: 

I am writing to share with you draft legislation that David Riemer, Chief of Staff 
for Milwaukee Mayor John Norquist, developed. Since, you have been so 
supportive of the America Works entrepreneurial model, I thought you would be 
intrigued by Mr. Riemer's legislative language which enables states to 
capitalize on the success of the private sector model at a much greater level. 

The purpose of the proposed legislation is to enaole states to easily implement 
Mr. Riemer's Employment Maintenance Model. This model would permit states 
to replace their current delivery mechanisms with a lower cost entrepreneurial 
system that rewards private firms for connecting low income adults into private 
sector jobs. The proposed legislation imposes neither mandates nor costs on 
state government. 

If his language is incorporated into the final welfare reform bill, there would be a 
market developed of competing organizations to get the largest number of 
people into private sector work at a savings to government. Mr. Riemer's 
proposal is comprehensive in that it gives incentives and rewards to welfare 
recipients, allows states the flexibility to change current ineffectual delivery 
systems, and gives private business an opportunity to playa primary role in 
welfare reform. 

If you are interested in the enclosed legislation and background pieces and 
would like to have me arrange a briefing with Mr. Riemer in WaShington, please 
let me or Richard Greenwald of my staff know. I look forward to hearing from 
you. 

Sincerely, 

~ ~~cove 
Founder 

Enclosures 

America Works of New York, Inc., 575 8th Avenue. 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628 
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AMERICA WORKS BRIEFING PAPER 

The following is ~ L surnma'ry: of what we have learned at 
America Works and suggestions for new policy initiatives. 

WHAT HAVE WE LEARNED? 

* PEOPLE GET JOBS NOT SO MUCH FOR WHAT THEY KNOW, BUT FOR 
WHO THEY KNOW. This lesson, simple as it is, has broad 
ramifications for policies designed to atta~h 
disenfranchis~d people to the labor market. For example, if 
this lesson is accepted for argument sake, the President'ls 
proposed welfare reform bill is 180 degrees off base wi th 

.its emphasis on education and training as the solution to 
two years and off. Programs that stress attachment to the 
labor market would be preferred rather than skills or 
educational upgr~ding. Not that education and training are 
unnecessary. It is the timing of it that is critical. It 
seldom has much impact as a first strike in moving people 
from dependency to independence. •It does work once the 
person is integrated into the work place to upgrade and to 
help secure new and better jobs. WORK, once ingrained as 

. daily experience, powers the quest by the worker to go 
further. Stuck in a classroom following repeated failures 
in public school leaves absent a reason for succeeding. 

* PEOPLE LOSE THEIR JOBS NOT SO MUCH .FOR A LACK OF SKILLS, 
BUT FOR THEIR INABILITY TO SOCIALLY INTEGRATE WITHIN THE 
WORK PLACE. This can be due to cuI tural di fferences o'r 
outside problems (i.e. an. abusive mate, an, intrusive welfare 
bureaucracy). ,This lesson, again, has profound implications 
for 'program policy. .Most employment efforts focus on up 
front human capital investment. Little is offered once the 
person gets a job.' This would be reversed with intensive o'n 
site job support, rapid intervention off the job f~r 

. puoblems that might force the person to quit, and minimum 
initial inVestment in programs designed to improve t~e 
individual. As with the above, get them working and stabl~, 
then work on the skills. 



* INTERVENTION OF A COMPETITIVE MARKETPLACE FORCES 
GOVERNMENT TO PRODUCE. There is a profound impact on 
Government by the intervention of free market outcome driven 
forces. Bureaucracies will be forced to concentrate on 
measuring outcomes as successful results versus outputs. 
This has.occurred already in some of the places America 
Works is operating. In New York State, since contracting 
with America Works, the Department 9f Social Services 
Commissioner, Mike Dowling insists that all his contracts be 
performance based. Similarly, in Indianapolis, the child 
welfare system is going to start using totally performance 
based contracting. . 

The positive impact of this is to ensure that Government is; 
competitive and is a player in the successes and failures oif 
its contractors .. Government becomes accountable. As in 
Albany, from the very beginning, America Works insisted that 
the county welfare commissioner give referrals to our office 
and sanction recipients who did not cooperate. If that did: 
not happen we would have had trouble meeting our contractua~ 
goals for job placement. Linking America Work's success to 
the local commissioner and holding him accountable assured 
success for both organizations. 

This lesson of learning to create performance driven 
marketplaces goes beyond making Government accountable. It 
breaks up the monopoly of process and forces competition 
between outcome and output. For America Works it helps 
welfare departments recognize the foremoSt goal of getting 
one off welfare. It redefines success for an agency. 

Empowering Government to compete or join with the private 
sector in providing services will have significant 
ramifications. In addition to becoming more efficient, as ~ 
David Osborne has documented, it will also be a catalyst for 
attracting more people to public service. The idea that a 
entrepreneurial public minded person could enter Government 
and not be bound to some of the archaic practices of the 
past certainly would be appealing to many who currently turn 
away from public service. 

* WELFARE TO WORK PROGRAMS FAIL, IN THE MAIN, BECAUSE THERE 
IS NO INCENTIVE FOR THEM TO SUCCEED. Government operated 
programs seldom create incentives to reduce the rolls 
through job acquisition. Processing paper and protecting the 
jobs of the bureaucrats prevents a strong work policy from 
emerging. When contracts are let to private non profit an? 
profi t organizations there are little, if any performance 
standards strictly based on job nding and retention~ 
Simply, vendors can get most if not all of their money for 

I 



running a program regardless of how many people· get jobs and 
stick with them. 

Of the lessons learned by us at America Works, this is th1e 
most important one as we rethink employment policy. Th'e 
implications for policy would demand no less than a paradigm 
shift in our thinking and support for interventions that 
might really work to get people to work. 

HOW TO ESTABLISH SUCCESSFUL WORK POLICIES 

1. STIMULATE A COMPETITIVE MARKETPLACE. 

This country has been built on private initiative stimulated 
and tempered by the public will. A cursory reading of the 
President's welfare bill, or an assessment of how we conduct 
the business of welfare now will immediately expose a 
strange irony. When it comes to welfare, it is the public 
will organized and operated by government that powers our 
efforts. It is the private market place that we expect to 
absorb people and provide work. Yet business is hardly in 
the play to increase hiring and reduce the rolls. 
Inexplicably, the private sector plays a neglected role in 
welfare to work programs but is expected to do the hiring -­
to provide all the jobs. The fact is that except for a few 
specific tax breaks like the TJTC, or involvement of low 
level business people on PIC boards, the private sector is 
absent from the debate and the play of welfare policy and~ 
most important, its implementation. 

HOW COULD WE CHANGE THIS PARADIGM? First, develop ~ 

competi ti ve marketplace to place disenfranchised workers:. 
This is what is done by government with America. Works but we 
are tiny and have limited power to effect government policy .. 
Consequently there has been little done by government tp 
build on this competitive model. 

The largest employer in this country is Manpower Inc. It~ 
sole purpose is to act as the middleman for companies who 
need labor and workers capable of being employed. This 
market developed because of a need by private companies that 
could not be met internally, and they were willing to pay 
for it. Central here is the broker func!=ion, not that 
Manpower Inc. is a· temp agency, They get the jobs for 
people because of who they know. Even for the skilled 
workers they place, job finding would be difficult. 
Manpower Inc. facilitates the job finding and match. 

Why not do the same for disenfranchised workers? However in 
this case, some of the reward or incentive would come from 



the public sector. Let the government create and administer 
the incentives that would be paid only if they succeed in 
getting people jobs, but not for their program's efforts:. 
The government would determine how much it was worth to ge~ 
an unemployed person working so it receives a reasonable 
return on its investment. Private entrepreneurs, assessing 
that the reward was woith their initial up front investmentj 
would start ventures. Using this competitiveness model the 
welfare bureaucracy could be a-player as well. 

The advantages to this approach are numerous. To name :a 
few: 

*Private capital would flow into an otherwise publicly 
supported effort. 

*Many models would be experimented with. Governmen't 
would not dictate one s{ze fits all policies. 

*Those that place people will continue in business;. 
Those that don't will cease. 

*Competition would force efficiencies never to be 
encouraged in present day welfare programs. 

2. FINANCE THE NEW MARKETPLACE PRINCIPALLY THROUG,H 
REINVESTMENT OF WELFARE SAVINGS.' 

Fund only programs that get paid for each person placed anid 
retained in a job. Calculate the savings ~o the government. 
Reinvest all or a portion of the savings into new job 
placement activities. (There is precedent in other program 
areas to do this at the state level.) Since the payment by 
government is made only when the savings have begun fo 
accrue, the investment and return by government i:s 
guaranteed. Enti tlement transfer payments are, in effect, 
used to finance a reduction on dependency , 

3. CREATE A PACKAGE OF TAX AND OTHER MONETARY INCENTIVES 
TARGETED TO THIS NEW MARKETPLACE. 

Presently those that exist are directed toward the companies 
that will finally hire the workers. The fact is, thougn, 
most private companies know that with the tax breaks like 
the TJTC, or a wage, subsidy, like t_hose for OJT, come a 
series of problems. These include hard-to-integrate 
workers, difficult-to-train employees, and government 
intrusion. It is why most of these efforts have failed. 
Placing the incentives squarely into this new sector would 
encourage the development of programs geared to deal wi th 
hard to place workers rather than expecting the permaneIft 
employer to take the risk first. ' 



, 

These recommendations require government action. The 
paradigm shift requires a radical restructuring of the way 
poor people are given access to the work place:. 
Demonstrations documenting the results of a competi tiv'e 
marketplace for job placement are needed. 
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Replacing welfare '\vith work: The case for an. 
employment maintenance m.f?~~l 

by David R. Riemer 

David R. Riemer currenUy serves 1S Chicf of Staff !or 

, Mayor John O. Norquist of Milwaukee, Wisconsin. He 

previousfy served as the city" Director of Administra­

tion Gnd Director of Budset Gnd Management. Riemer is 

the author of The PrisollU't Df W<I/art: LibtralinR 

AmuiC:Il's Poor /rDm Ullcmployment and Low Wages 

(New 'York: Praeger. (988), 11 member ut the baud of 
directors of the New Hope Project in Milwaukee. and 
one or lhe .architects of Wisconsin~s recenl law 10 end 
welfare :;nd replnce it wich a work-based ~ystem. The 
'views expressed in this nrticle nre those or the outhor 
:llone. 

Overview 

II is only n mntter of time before Congress ends the 
pnncipotl welf:lre progr.l.m. Aid to Families with Depen­
dent Children (AFDC). On its ruins lawmAkers wilt 
erect 11 program structured to ~ncouro8e work. The ques­
tion is. Pre::iscly what kind o( work-bued prognm will 
e!11 erge7 .. 

Will the repl:lcemenr mimic AFDC's own trtlditional 
bureuucrOltic :1fchitecturc--onc tiu.t relics almost exclu­
sively on go~ernmcnt for implementation. rocuses on 
the processes used in operating tbe program and not on 
its outcome, .holdsno one accountable for ~ults. and 
t~yes the poor and the t:lxpayers ilt ri.sk for failure? Or 
..... iII Congress tum to un entirely different model? 

For there i:s 0 competing nrchiteeture. Congress could 
(in the spirit or "reinventing I.l0vernment" turn to Il new 
e;ureprcncuri:11 model. one: that leaves government in 
ch:lrge of ,;etting 5t.l.nd;trdll and buying lIervice:!, but that 
shifts to competing privllte ~endors the re~ponsibility 
for providing services. Under this model. the focus 
would be not on proeess but on outcome-specifically" 
gening the poor out of povelT)' and into private sector 
jobs that pay well for Ions periods of time. 

Bec:luse of the incentives built into the new modcllhat I 
call the Employment Mllintcnanee Modc:f. there would 
be I>\rict ~ccountability for results. VirtullJly aU the poor 
would be :l.<;:;ured :]0 income--pnmarily rrom wag~s-. 
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lhiJl removes them rrom po.,erty. The poor would be 
lifted our of poveny ~ot by government employee~ but 
by compc:titively ~elecl.I:d. risk· taking. private ve:ldors. 
Th05-C vendors Ihat failed to get most of the poor into 
good prive.te-sector jobs would lose money and eventu­
311y go out of business. Firms that succeeded in connect­
ing the poor to the private economy would protit lind 
thnve. 

The riSK 'of poverly would thus be shifted from the poor 
and government to I:0vernment And hs vendors. Govern­
ment could further shifl a pllrt or itA own ri!lk to iu 
vendors by buying most services from low-cost firms, 
which will be lIble to remain in business (or long only by 
proving to be die most productive ones. . 

After welfare, What? 

The: movement to replace the welfare system: with i!. 

worle-bllsed altcmative continaes 10 gain momentum. 
rre~jdent Clinton. keeping hls campaign promise 10 

"end weJC::re liS we know it," has now proposed·to limit 
Al1DC benefits to two yellrs, to intensity the effort dur­
ing those two yeMs to get recipients into jobs, and aftcr 
two years to help Conner recipient" only if they are 
wurking. rn WilOconain. the ·st.3te government has laken a 
far more radical Slep. During the fall of 1993. the legis­
lature decided Ind the governor Ilgreed to end AfDC all 

of JAnUAry 1. 1999. and replace it entirely with 'a wor;:­
based system.' The legislature also decided to end the 
General Auist.:lnce prOgr.lm and che food stamp pro­
gram, but the governor chose to preserve GA and food 

. I 

Atampli: by using a line-item veto,- : 
, 

I belieye 
~ 

it is only a matter of timo before Congress 
itself ends AFDC. Local experiments with all~mative$ 
10 Al'DC Arc likely 10 precede eongressional action. But 
eventually' 3 convergence of old beliefs and new 
trends-the public's loathing for AFDC. the: rapid de­
cline in faith in AfDC on the part o( iu formcrchampj­
ons in liberal lind Democntlc circlea. the growing un­
willingness of con~rvlltive$ llnd Republicans to support 
the system eYen though Ihey (car its replacement ma.y 
COl>t more. .lnd Ihe success of state and loclll c:Jtperi. 
ment~-will pcrsuade Congress to junk the st.3ll1S quo 
And start oller again. Alrc:ldy the first signs of:l :congres­
sionnl stirring have surfaced. Senator Herb Kohl. Demo­
criLt (rom Wisconsin. lind II smlSlI number o( colleague!'> 
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(rom both p:lrties h:lve introduced a bill to terminate 

AFDC :nd reJ"ted ·prognms 3nd let the ~t:1lt:s ale the 
money to fnshion II wurlc-bueu :1llernativc.' 

As :l result I'll' these end similo.r proposals :around the 
country. whose nim is not merely to reform welfare bur 
10 end ir. the Se:1len is nn for a new post. welfare model 
to help the poor. Only one key· fe:Ltun: of the new model 
ill 1I:lf.evidcnt: the poor who c:ln worlc will be requin:d 
to be connected (0 worlc in some way to reeei~e public 
support. Virtually 1111 uf the other components of the 
new work-blUed model :1rC: up for grabs. 

The tw() big questions 

There :lre tWO key questionl that heve 10 be nnswered in 
designing :1 work-based system: Whom du wc help? 
How exactly do we hclp them? 

There is rio consenslIS on dther point. With n:spcct to 
whom should be helped. some orcue th':ll help should b¢ 
limitc:d 10 the: S:lme population now on AFDe: low­
Income parents (usually muthers) without jobs or hus­
bands (with limited cltct:ptions). Others contend thaI 
even thi:! t:lq;et populilcion is too broad: that teenage 
mothers should be entirely or partially excluded. Others 

>lrguc that the rarget popuhltion is defined too narrowly: 
that low-income penons who do not have dependent 
children. are' em pi oyed. or Ilre married also doserve 
help. Finally. there :1rc some (I include myself in Ihis 
C:ltesory) who feel th:lt the current tuget population is . 
both 100 brood "'tid too narrow: that we ~hould cltc:!ude 
viMuaJly all persons under the age of 18. Ilnd also cx­
clude all persons between 18 and 21 whu have not 
ubtl1incd II. hiSh liC hoC'l I dcgree or its equivalent. but add 
low-income :ldults who h:lve no children, :Ire employed, 
or· lire married! 

The debate about how we help the target popul:1tion­
whatever it turns out ·10 be-is even more contenlious. 
Some argue thllt welfare :lhuuhl be n:pillced with II 

guaranteed income or child allowance. At the other 
clttrcmc:. !'lOme hold that welf:lre should be replaced with 
nothing. Mont t:1ke a middle po"ition of some sort. rec· 
ommending that the t:lrget popul:1tion worlc to get public 
funds. But within the middle there is nocle:1r conJiensus. 

.. Some: . in !he middle (including P~:sidenl Clinton OI.nd . 

Wi!'!consin Governor TOlllmy Thompson) favor provid­
ing c.:uh pl1yments for n defined period of lime before 
requiling wurk. while others (including Milwaukee 
Mnyor John O. Norqui!'>t) f:lvor providing nu c:uh pAy~ 
menlS :at :111 10 peuple who C:1n wurk. Some advoc::ne 
community' !'!crvice jubs. while others lire skeptical 

. abC'lut the neeu. cost. :1nd :1dminislration of 11 community 
service jobs prC'lgr:1m. Within {he group (hat favors auch 
jobs. there i:l debOl.te :lhout whether 0.11 such jobs should 
p:ly the minimum wage (cltcept fur jobs as supei'li.on 

Ot managers) Ot the prevailing wage. Some support pro. 

viding c:1ch 10 people, if they are undergoing jobtrtlininl: 
thoUlb nut working; others believe that c3sh sliould be 
made IIvailable to persons in training only iC they lite 
simullaneously employed. 

Some favC'lr-.lnd some oppose--paying for training on 
the basil of outcomes. rewarding the tnining ur"aniu. 
tion IIceoniing tu the number o( clients who find job. <"Ir 

the wages their clientS earn. Some bvor-1lI1d some 
oppose-the use of profit-making firms such ~s Americe 
Works. which pieces low-income peuple in pri~ate sec­

. lor jobs for commissions. A strong group of advocates 

recommends In :us(.t development st,ntegy. which in­
cludes such concepts as !.he Individud Develupment 
Account (lOA). 

The architecture of o'utcomes 

r would like ro suggest. however. that the mO!lt impor. 
tant "how" que~tion hillS to do not with the individu:ll 
cumponents C'If the work-based syslem that replaces wel­
fare but with the overall architecture of !.he new model. 
h can be a bur~ucratic model or an e:lUcpreneurial 
model. It can pay for process or pay for results. rr elln 
hire officials and contractors to try to get the poor out C'If 
povcrty IlIld into job!'!. or it cOIn reward privlue risk­
rakers for doing so. 

r am inclined to believe that an entirely ncw model-lin 
entrepreneurial model that pays private risk-tsken; for 
outcomcs-will hOl.ve the ~,'" chance of success. ror 
lack of a bener term. J C:1Jl it the Employment Mainte­
nance Model, bec:luse its centrnl instilutional compo­
nent is romething I refer to as an employment" Milinte· 
nance Organization. 

The: underlying principle of the Employment Mainte­
nnnce Model i5 thl1t virtually all of the poor cnn be lifted 
oul or poveMy ISnu into printe scc:tor jobs. at the fastest 
pace and th7 lowest C05t. if private organizations are 
given full responsibility. put at risk, and offered power­
ful financiAl incentives to deliver precisely that result, 
We get what we pay (or. Right now. government pays 
some o( the poor to be poor. idle.nnd ullwed ••. and 
largely ignores the rest. It should hardly come as a shock. 
mill we end up with millions of poor. idle. and unwed 
Americ:lns, 

But suppose instead we paid (or people wbo c:m work to 
be moved out of poveny lind into jobs in ~e privare 
~ect(')r-:-not jUF;t temporarily but permanently. and re. 
gardleu of their mant:ll ~tatus-by C'Iffering risk-tslc.inK 
finns finandal reward. if (and only if) they produced 
such outcome,;? It 5t;ind& to fe:lIiC'ln th:at most (if not all) 
poor people wovld permanently end up out of poverty 
and working in private seCtor jobs. Olnd t.'lal many who 
arc unmarried would choose to mQrry. if the incentive 
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structure were uesi sned proPerly. The lf3nslation of this 
premise into policy is the basis or Ihe: Gmploymcnl 
Maintenunce Model. 

Operation of the model 

While m:.ny of !~e detoi'ls of the Employment Mainte­
narice Model could be ,modified (:lnd j:lrobably will be 
modified :lS I and. othe.rsthinil: more :about it), 'the mouel 

. would essentially work as rollows. 

I. EIIRibliity Dt:tcrminfJtirJrl and Assigllmtnr. Low·in­
come adults who lire :lble to work.· bllt who are either 
unemployed or working in 'Iow-wllge jobs, would be 
r.lndomly :lssigned by an agency o( Slate government 10 '. 

one or severoI regional employmenl Maillten:'!nce: Orga. 
nizations CEMOs). I define "Iow·income" ~dults as per­
lions between I g and 65 who have received high ~chool 
degrees or the equivalent. nnd persons belween 21 and 
6S who have not cJmed such a degree or the equivalent. 
whose incomes arc between 100 and 200 percent of the 
poverty line (depending on how much policymakers 
want to spend),' Narrower or brooder d::finilions ofthe 
eligible popuilltion would nOI significnnlly affect the 
operation of lhe Employment Mllintcnl1ncc Mudd. Luw­
income adult" who an: truly unable to work ~ould be:. 
directed by the sr:He :lgency to the Supplemental Secu­
rhy [nco me program. the Social Security Disabilily pro­
gram, or ~ neW disability program th3.t giv!!s them 
monthly checks.~ Low-income teens would be told lhct. 
if they are under 18. they do not qualify at all: thaI if 
they're between 18 and 21. they qualify only if they 
have finished high school or obtained Oln equivalent 
degree: but that their pilrenls or g\lardi::ln~ may qualify 
(or help (rom the Gmploymenl ~hinten:ulce ModeL 

. Adults who 	have e:mp~...!!lcnt problems but whose in­
come exceeds600 oercent of the poverty li90uld be 
directed by the state agen'X 10 other public or private. 

progrllms.· l...\ I' . I . 	 , \ "1e, .e\;~· ~.' +'1 !~~ ;.~.l 

2.Scicction 0/ the EMOs. The: same state agency would 
designate the regionlll EMOs. This would involvo pre· 
paring nn nnnual (or even more rrequent) 'Request for 
Proposals. reviewing the proposals submilted by pro­
spective EMO". ;md ~clecting (or each region one or 
more nMOs. The Slate agency could foster the: competi­
live process by designotlng small employment, regions. 
:1l1owing EMOs to bid in any region. and aligning the 
borden of :I region with the Slale's particular geo­
gfophic :md demogr:lphic circumstances,' 

3. Obli!(ali()fI uf F.MOs. All EMOs. :lp:ut from meeting 
basic cnrpor:ue ;.Jnd fimmcitll standards (e.g .. incorpora­
tion in the st:lte os ei ther n not-(or·profit nr a fnr.profit 

( 	 corporntion. c.:ompliance wilh such minimal .lccounting 
and reporting st:lndards.:ls the st:lle feels arc neeenliry 
to :asure proper s pe:\ding ot" public fundI:. and so forth). 
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would h.ave only two o'bligations. Fint. they would be 
required to guaranle.c chllt 100 percent of lhec:lijiib(e 

. population usigned .0 them {excepl (or those who have 
unrell$on.:a~ly rerused to acc:pt a tuil.\ble private or 
community service job) will be brought above the pov. 
ert)' line' immedicllely ;and kepI above the poverty line 
rora specified number or yeus.' Second. they would be 
required to assure that 100 percent o( tho eligible popu­
la.tion Q.uigned to them hAVe been enrolled in: 4n ad­
e.quatchc.sldi insuC.\nc:: plan. 

The idea is to impo,e on the E.~O AS rew formal oblig~. 
. lions as possible .,cd get them to carry out the grenter 
pMt of their tllsk-providing lhe eligible population 
with aSl.e~lIimcnt. counseling. and rnining: manging for 
such child care as is necessary to facilitate full-lime 
employment: placing quallfied workers in available pri­
vate·~ector jobs; incre~ing {he stability of the jobs thill 
are held: boosting the wages that the workers earn; 
elc.-through powerful finilncial incentives. 

4. Mdhods Used by £MOs. The organiz.ations would be 
allowed, with rc.~pect lo the elisible population. to usc 
IIny or the following "lools":­

• paying wages for community service jobs;f 

• pro.viding 	job lI..uessment~. job counselins. job 
search. job inlerviews. job telling. and job place­
ment servic:s: 

• providing remedial educ:stion: 

• providing technical job training: 

• providing or f:lcilitating child care: 

• helping 	 individuals claim the reder:ll earned in­
cume tax credit and any aVllilable state earned in­
Come tax credit: 

• helping pa.rticipanlS with transportntion. work 
. clothing, their children'i 	educ.:ation. housing. and 
mortgage applications: Ilnd . 

• helping participan(s claim unemployment cbmpen.· 
sat ion benefits. child suppurt paymenrs. and food 
5t1!.rilpS. all or which would be counted as income in 
de:t.e."1tlining whether n participant had reached the 
poverty line. ' 

If alt else (ailll, the EMO would be required to provide 
cash payments sufficient to get (he pnrticipant nbove the 
poverty line lo any participant whom the EMO hat.! riut 
plnced in II jub. butlhat would costlhe EMO money, IllI 

explained :shortly. 

Tl1e EMO could abo perform activities related to kccp~ 
ing 3n eligible person in a job. su~h u organi:ting ~up­
port groups and providing t:lreer counselipg. B4sically. 
any legal :sctivity that gelS money to the eligible 'papulo. 
tion. gcu ~em into jobs. SelSthem higher wages. :lnd 

! 	 . 
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helps them SI:lY I.:onnec:ed to cmploymer.1 .lnd dime the 
employmenl loddc:, would be permissiblo. 

OUl exactl), whllt 11 porticular EMO docs in I given 
cZlse-and this ill lln essenti:lI fe:uure or the model­
would be: left up 10 il.,!'{o govemmc:u 11IW, regullilion. 
prncocol. or conlrae: would dict3te to'ihe orb:lnization 
how to help p.:uticul~H cl:uses. c:uegories. or subsets of 
(he population it serves. Tlle E~O'~ deci.liions would be 
bllscd cntin::ly lin mc:::inS'lhe IWO obliglHions men­
tioned under poinl 3. above. 3nd mllXjmizin~ ilsown 
income :u expl:lined in point 5. 

s. n~jmburumefl( alld IflCtl1tivu. EMOs would be pnid 
as (01l0W5: 1I1 • 

• 	For c.::l:sh payments m:lde to eligible individuals. 75 
percent of the payments would be reimbursed to 
Ihe or.cnnizallon: 

• 	 l~or WllgC3 paid to eligible individuals for commu­
nity service jobs. 100 pen.:cnt or the wllges would 
be rcimbur)icU to Ihe EMO; and 

• 	 For private sector (i.e.. regular government or 
"Iruc" private sector) wllges enrned. the org3niUl­
lion would be paid a commission that would rise to 
S 'pcrcc:nt ror annual e:lmings after $15.000. be a 
n:lt dol1:lr llmount ilfter 520.000 or 525.000, olnd 
upply to earnings up fO five 10 ten yenrs after the 
individu:l1 has been assigncd to Ihe EMO. 

What make;s the model tIck 

The m:uri:lge of public purpose and private profit is Ihe 
d)'n:lmic th:lt makes the Employment Maintenanc,e 
Model work. The marriage has two dimensions. Activi­
lies th:u :m:: enntr::1ry to the public interest would he 
m:lde either impossible or unprofitable. 1110se thll! pro­
mote Ihe public inten:~t. on the other hand, would be 
e.9sy and profitnble. 

Three specific :lctivitie.s that would undcrmine the pub­
lic intc:n::st by excluding puts of the elicibie population 
in order to m::1KC CMY profits would be directly prohib­
ited. First, neglect or :lny segment of the eligib!e' pOpl.l­
ltlrion would be lmpollSiblc. The entire eligible: pupulu­
don would be assigned tnEMOs. Secund. Mcreaming" o~ 
the e1l5Y-fo-pl:lce would not bCllvailllble to EMOs to let 
them gain C:lSY profit!. R:1ndom l15~ignment. ur SUl'Oe 
method of panicip:lnc choice Ihat achieves lIubstantil1l1y 
the stlme results as random assignment; would ensure 
thot e:lch oq;nniZ:1tion received a emu-section of the 
pour. The oblig:nion to bring Ihe entire cToss-section out 
of poverty (except (or those who unre:lsonably refuse: to' 
:lCCCpl 11 suitoble job)-by p;;ying rhem C:lS1l if neccs­
lll~ry. sholJ 1<.1 pl<lcement in 11 job ,not oc:;ur-would pre· 
clutJ~ an l!~O from le.:lving hehind the hsrd·lo-place , 
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while making money by easily scrvir.; (he ;IiOCt-~eady. 
E.\IOs would have to succeed ::It remuving vin:.:~II)' .iI 
Ihe poor rrom pov'.::,!;.'. primo.rily by ;:n:::1 tlIc':n in:o 
privale se:::.or jobs thllt flay well, in order to ::".!ke solid, 

, profils. ' 

Tlded. e:-.tOs wO,uld also be unsble to w~nh the:r hands 
ur cer1l1in hard-Io-employ individuals usi3ncd to Ihem 
by simply decl:lrinl th:u Ihey unreasonably re!'Uscd 10 

accept! SUil3ble job. (ndependenl :ubitrm;rs would 
make that decision. Until the dec:sion is r:l:ldc. the 
EMO. would reuin responsibility ror ensudn, th:n the 
individuals arc not poor. 

Within the fnmeworlC of having to serve the entire 
eligible population nnd get the:n out of poverty through 
work. the financial incenlives Ihat apply to E~Os would 
elluse e:sch to: ' 

• 	lose money if it simply paid cash to, bri::g an eli· 
gible pC(l;On !:Ibo'vl: the poverty line; , 

• 	milke no or lirt\e money if it had to m.!.intain Ihat 
per:<on in a community service job (hat sot the 
person nbove (he poveny line; 

• 	mllkc money if it helped :10 eligible person get and 
keep a good private-sector job; and 

• 	make (he most money if persons are placed as 
quickly as possible in higher-paying jobs and main­
tained in them for several yellrs.1I 

In short, EMO:J would havo to be suc::essfl.lJ at getting 
most of tho people IIs.signcd to them into good jobs ror 
long periods I~ milke ~te:<ldy prOfits. 

Gelling the poor quickly and pennane:nl:- out 0'( pov­
erty, primarily 'by connccting them to private sec!or jobs 
thllt pliy high wages :md last long. is !lot the only public 

,goal. ProductivitY-I hat is. achieving such an OUlcome 
at (he lowest possible cost and lowering Ihe cost in re:si 
doUeT'S every year-is another. Since the coSto! the 
model is rooled in its commission'. the challenge is 10.. 
lower the commiuions. But how? 

Balied on the 5t:ste of Wisconsin', and the City 0( 

Milwnukee's e;1tperience with manaGed competition in 
providing state and eity employees ,with health care 
covernge Ihrough HMOs, I believe that c:l.refuluse of 
eompe(itive bidding could be used to lower the cost 10 

taxpayer3 of the commissions paid under Ihe Employ­
ment MaiMenance Model.'! The government ,would es­
tablish a commission rate and invito EMOs to bid -lower 
rates. The government would then IlSsisn the grealest 
percentoge o( eligible panicipants to the EMO that bid 
Ihe lowest rote. for example. suppose that t."::ee EMOs 
bid rales Ihat wen:: 20 percent. 10 percent. and :s pcrccnt 
lower than the gQvernment's c:slliblishe.d r3le~ The gov. 
ernmeni woulJ assign. ny, 45 pcree:lt. 35 pe:rcent. lind 
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20 pereent. respectively, of elisible p:micipan(sto those 
EMOs. ' 

Altcrn:lti ve I y, 10 r"dli l:lle participants' enrollment in 
Che EMOs o( their c!loice. p:lfticipantscoulJ be given 
Ihe right to choose <lny EMO but be required to pay a 
modest monthly rce if they c~ose any but (he lowest· 
priced E.\10-with Ihe fee rising in proportion to the 
EMO's bid. For instance. if r:micip:ants chose the sec­
ond least eJtpensive EMO. they might pay S.s per monch: 
if they chose the third le:ls! cxpensiv,e EMO. they might 
pay S1.50 per month: and so on. This is similar to the 
meeh:lnism used by the Stilte of Wiseonsin'~ and Cit)' uf 
Milwauk.ee's employee health plans to hold down costs. 
CompQfed to r~ndomly IISsignins pllrticipants to cMOs.' 
'this model does not gUJriln!ee an Ilb,olutely equal cross­
!lcction of risk to each EMO; but il may <lchieve sUbstiln­
tially the s;"me results as random usignmcnl. and its 
vesting of decision-making in p:micipants may induce 
the: EMOs to submit even lower bids. 

Thc incentive to ma .... imilc volume by lo ....·crins price is 
Q powerful one:. il drives down the priees of mos! goods 
and serviccs in our economy. It h.u been shown to work 
even ill health care. II would prob:lbly be Inc sinsle most 
effective tool for assuring thilt EMOs also lower their 
prices. And it would do more than induce EMOs tu. 
lower their prices: it would olso encourage continuous 
improvement in the employment tcchniques used by 
EMOs. remove: (rom busine.u truly ineffective organix~­
tions. and ;"lIoc:1Ie dollars to the more efficient Il\iOs. 

The Employment Maintenance Model, the 
EITC, and the asset development strategy 

Rel;"ted to the Elnployrnent Maintenancc Mollel-lll­
though the concept could be :lpplied under other mod­
els-is the concept of linking the e:uned income taJt 
credit to the asset development strateeY pioneered by 
Michael Shernden."] ..' 

The earned income tax credit is de.'iigncd to be a reward 
for work. ft makes available to low-income workers II' 

sum of money, the Ilmount o( which dcpends on their 
earninSli c::lcn yeOlr. The EITC COlO be obtained either <1S 

4n ":ldvance. p:lyment." i.e .• :1 supplement :Jd,ded to a 
worker's p,ayeheck, or :IS :1 lump sum at the end of the 
yeo.r,u Recent changes in feder:11 b.w limit the :lIDOunt 
of the Ene th;"t Clln be .obt.:lined in .:ldvanec to 60 
percent. Therefore. by l;1w. 40 to 100 percent of the 
ElTC. if it is c1ilimed. will be obtained :u :1 lump sum. 
Much !lttention hilS focused on improving the :ldvnnce 
payment fcoture o( the EtTC." 13ut the hellrt of the' 
EITC. the lump sum. shoull.! nut be ignored. 

It mny be possible. for instance. to force 01 creative link 
between the heovily used but less discussed cITe lump 

dO 
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sum and the Individu~1 Development Account (IDA) 
advocated by Sherr:aden. Whol it. (or eum:tle. Individu­
als who qu:slify (or the EITe and arc about to get .1\ le:15t 
40 percent-and in m:l.ny cases will claim the rull 100 
pen:ent-u( their EITC ;IS " lump sum would have the . 
option of "directins" up to $500 (or Si!O. or S J000) ()( 
the lump sum into an 10,\? 

The IDA, whether unm:tltched ur matched by che (eder:.1 
governmc:'It. would have a tax-exempt st.alUS. It could be 
used by individuals to buy a home. e:"oll in a qualifyine 

'education program. or leverage a loan (rom a bank or 
other finllncisl inslitution to st~rt a business. 

It the Employment Maintenance Model wen:: thus intc­
. gnted with an asset development strDtegy. {hen four sets 
o( incentives would be working in tandem: :( 1) the 
individual's incentive to work. make money. make morc 
money, and become self·su(flclent; (2) the EMO's in­
c::entive to make II profit: (3) the individual's incentive 
to build up i!1.~SCU to o.....n II home. greatly inc.eas·c his or 
her productivity through education. or SUrt a business: 
and (4)'the desire of finns in the housing. education. Ilnd 
financial worlds to :tdd customers lind increase profits. 
Because of their mutual reinforcement, each incentive 
would increase tbe odds that .all four outcomes would 
occur. 

Unanswered questions 

At Ihis point. I haven't thougbt through and de';'eJoped 
proposnls for some of the important operational aspects 
of the Employment Maintenance Model. For instance, I 
don't know what 10 do about an eligible person who hl1.'1 
been served by an EMO (or the full length of ~equjred 
sernce and the ne"t ye:li (or yean l:lter) recmerses os II 

low-income adult who is able to.work. Should that per­
son be ignorcd?8e rea.ssigned to the EMO that initially 
served hef or him? Be assigned to II new E.\10? If the 
lotter. should the first EMO be clus.rged for the commis­
sion paymC!113 made to the second ,E.\iO? Sho,uld the 
$econd EMO receive the same or lower commissions? 

. Participant choice is 3n extremely important issue and Q 

very thorny problem. Within onEMO there is no rea'son 
not 10 offer participanl3 considerable ehnice-dioice of 
community ,ervice job' if placement in the private ,sec­
tor i~ not possible. choice oLprivate seClor positions. 
choice of child C3.re option". and s:o forth. But what 
about choice or the E?-tfO, iuclf? 

It would be not only desir:lble but efficient to let eligible 

persons choole lheir own EMOs. Freedom to chool>c is 


, Q highly prized VIIlue: in the United Stales. Extending to 


p:lrticipants a choice of EMOs would also incresse tbe 

odd.~ th:lt they will be happy with and work better with 

their E~Os.and Ihus gel inlO a private job with a good 
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wage (u:er and :11 J. (ower cost. Vesling p3nicipJ.nlS 
rather than I,!overnment wilh the power 10 make deci­
sions may also induce the EMOs fO submit lower bids. 

But panic:p:tnt choice of ENlO, may result in adverse 
selection by paniciplInlS against certain EMOs 3S well 
as crellmins uf pllrtic:ipanu by EMOs. Doth circ:Jm· , 
stances could result in excessivo government cosu. lIS 

!lome EMOs cOllapso not bec3use o( 'Iheir inefficiency 
but because they got a very difficult mix of p:micip:mts. 
while other EMO& thrive not because of their efficiency 
but .as a resule of their skill or lucie in acquiring an easy 
mix of participants 10 serve. Correc:ing for such a 
maJdis!ribulion of risk: may be possible in theory. but 
ere.ning a ~leve:1 playing field" in praclice is e.x.tn:mely 
dirticult. 

A second and pcrhaps more serious problem with PAr­
ticipanl choice is how 10 penni! choice ,while still giving 
EMOs incenti yes to lowor the prices Ihey eharge the 
government (i.e., their commissions). The hellith clIre 
model of molnllged competition allows consumer choice, 
but in order to induce the HMOs to lower their premi· 
ums it 0150 requires consumers to pay out-of·pocket for, 
all or somc of the cost of joining higher-priced ,H.\10s. 
Tunslsting this fe;;uure of Ihe he;Jlth can: model 10 the 
Employment Maintenance Model. i.e •• allowing partici­
pantS to cnoo,se their EMO but requiring them ,to pAy 
out·of-pocket 311 or pOlr! of the difference between the 

( 	 lowesl-bidding EMO and any olher E:MO. is (raught 
with prob!ems~ Should participanrs-wbu by definition 
nrc poor or ncsr-poor-be asked to pAy thc full differ­
ence rcgardlcl':s of how much it is? If not. what pan of 
the difference'? " 

One llpproach. discussed enrlier. would be to allow pur­
tidpanu to enroll in the: EMOs of theircboice but 
require them to p:ly a modes! monthly (ee if they chose 
nny but the lowest-priced EMO-with the fee rising in 
proportion to the EMO's bid. This come~ vcry close to 
the approach used by the Slllte of Wisconsin's and City 
of Milwaukee'S employee helllth plllns. The difference 
is thlll. here. particlpaots' OUI..(){·pocket costs are arbi­
trnrily limitcd And ternced. while in the heltlth care 
model panicipants pay whatever the diffcrenee: jl be· 
tween .a benchmark price (roughly 100 percent of the 
premium submilled by Ihe lowest-,bidding HMO) and 
the actual premium submitted by the higher-bidding 
HMOs. 

Another approo.ch would be to assign ul1 pa."1icipants ut 
random to E.\10s. but Ict them (with more or less diffi· 
culty) opt :H :'Iny lime to enroll in the: EMO nr thcir 
choico ::It no cost. Alternatively. participants assignedal 
r.lndom co EMO!l could be :s1lC!wed fo join :s lower­
priced E.lv{O rrce of charge but be n:quired \0 pay a 
nominal monthly fe:: '(e.g.• 55 or S to) to juin II higher­
priced EMO. Another i:ompromise would be 10 invite 
511 pnrticipllntS 10 ..:hoose o.n EMO during !In open en-
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rollme::t period and Ihen r~ndomly assign those who 
don'l choo~e in a way Ihat favors [he lower.cost EMO,. 

The Irick here is to maximize three objec:ivea thaI :arc: 
not neecnarily compatible: (I) ~1Icx:atjng rousllly equal 
risk fO all GMOs, (2) preserving the m:.xim:.Jm incentive 
10 EMOs 10 lower their prices. 3nd (3) J.ccommodatinl: 
to \he greatest extenf possible the value of participant 
choice. The:c's GO obviuus or e35Y bal~nce, which 
suggests that experimentation should occur with differ­
cnt plans to see which worlcs best. ' 

I, 

Finally. should the structure of the incenti ves ~3ry with 
Ihe business cycle? II seems unfair to use the Slime 
n:Wllrd Ifructun: in a rceession, when it Is much h.3J'der 
10 connect low-income unemployed adults to the private 
sect~r. as is used when the c~onomy is boomiog. On tho 
other hand, many corporations don't change their reo 
ward strueturc:s for their sales representatives or corpo­
rate executives just beclluse the markets in which they 
operale have turned sour; rather, whcn times gel b21d, the 
xale. reps and Ihe corporation itself m:ly just make less 
money and have smaller profits (or even suffer losses). 
Why should EMOs be sheltered from (he rigors o( the 
busfness cycle that other corporlltionll hne 10 endure1/t 

Concl~ion 

I 

The collap:u: of public and political suPPOrt for the 
welfare system. as well as the growing willingness to go 
f.3J' beyond we!flire reform to radical s'ltategies (hot re­
place welfare enlirely with work-based alternativclI. 
opens up lhe door 10 any numbc; of model,. th31 ~ec:lc to 
answer Ihe two key questions: Whom do we help?: How 

. do we help them? This paper ou!Hnes one such model. 
It is so differcnt from most o( the o,ther modelslhat h.ave 
been advocaled thot it will be necessary to circulate it 
among scholllrs andpolicymakerx tu fully assess its 
strength.s. weaknesses, and pOlen!ial. 

AI first blush. it would seem to have a lot going for it: ' 
\he virtual elimination of poveny; congruence wilh the 
emergin!; theory of "reinventing government'· under 
which the governmen1's job is to steer. while privRte 
firms are hired to do the rowins: Q he~vy reliance on 
private seclor melhods such as finaneial incentives (in 
the form oC commissions), as wc:lfas a heavy reiillnee un 
the privllte sector itself 35 the prindp51 provider of 
services; flexible tools for priv31e firms to use to get the , 
poor into good private-sector jobs: the potential Cor 
using competition among private tinns to reduce net 
costs 10 the taxpayers. 

If c:tre(ul ~crutiny of the Employment Mainlehancc: 
Model !Ouggem (hat it could be lin effec:ive mech~nism 
(or ending poverty lnd connecting workers 10 worle in a 

, manner that holds down costs 10 taxpaye~s. it may offer 

http:m:.xim:.Jm
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the kind of new p.lr:lC:!igm thallhe United SI:nes needs 10 Then: ::"1: ,:"1)1 and Coal 10 each OpltOft One of fhe .dy~n"ct:. of 

jump 113ft Ihe war 0:'\ poveny. IlS it tirings down the 
deficif. The United ::)13tes needs to succeed on both 
(ronts if it is 10 regsilt control o{ irs fUlure.• 

lin.ne C51 program' "'11 by enillin OIlier Illao fMO. i. Ihll II "'III 

Ihln be OUlcr 10 yon',. fnr tClmbunern.&:nl ~Ur,lOI¢' 1111\ .' ,'''1Il11 lctt 

wit n:.ally • CSJ. I( rhe C51 profT.m II ",0 by :Ill EMO. 'cnlielliOIi 
becomes !tickler. The fMO hu • conRiel of iotcreu thai UUCI frolll 
tile di{(ere.:11 leyel. of &OYCrnmCIII rcy::bllcu:mc..:a !or cull ~p.y",..enl' 
~en1l$ CSlw .,u. SU II. ~ iidl'lolc 10, If ;,on",ork i. c.a.llcCl I CSJ. 

.\ 

'Wi,epnsln Senile Bill ~ IS. u uncndcd: &oYemor'l ~CIO ll'I(U..)ce or 
o.:ccmbct 13.1993:;).Ild 1993 Wilcon'ln An 99, 

!lie fMO .-nll!:s more m01'loey. ' If III< dcc:iJion as to whel.bet' : 'I~C" 
;o<:nO<l ia noe ",onillC or employed in a CSI is let! 01110 lbe fMO iuolf. 
il (etesl c.ont1ln of ime:'eJl in CIUS ",iIcrc the perllOn ian', ,",ortlnCln 

'Sec conmor', velO r.'Icsu,e of !Jea:mtu:r 13.1993, pp, J~. .. CSJ but miihl. l:c s~id 10 be: leUltle lhe !NIh Illd clain:.iAc leu 

'U.S. SOlule Sill :?'057. n:imbllncmcnl U ol'posed 10 Iyin, 10 leI morc'reir:.bunem:onl. Thll 
co"n1ct eould impede accurlle rtimbun.cmenlllld collid e"en ruuh In 

·".Rlles ",110 arc undcr 15. or .... ho on: bel"'ClC:n 18 !:lid 21 bUI ....ho serious ,bue lod lou or polilic~ lu~pon tor ll:e wlll)lc raOdei. On IIle 
lI.:1ulI'l cnm(,lclcd 1111::'1 Jc!lool or re:;CClveu ~n el.luivalent de¥re:. olher hInd. ~IYillf;eMOI t1ln 1110 CSJ ,roCflllll IIllo"', (or fuile, i:::o. 
would Iw helped by ""Ip.n, Il'Ielt paren" or i\llrdi~us nlcel Ibe ~ee.J1 'crLlion of C51, ",ill'lillc otgo.niuunnl· olbor )Ob.(oc,"Jr.cd ",nl"l. 
of:a l:ar,CT (:amli y if !IIeir ~a.tcnu or tuanlianl lIad low ir.C1lmu. 

'"The propOled reirubvnemelll. rille. for e ... h payrnenu LQd CSIs :rc 

'kalher 111111 expresscd In relilion I~ the: poY!:ny line. tl:~ cliJlbilil), 10mc';'lIal ~bilt;uy. nley could be luwen:d ur (-.iccd moc:er:lle:y 
suAdUd. etluld in$lclId ~e Clpresu:d as a li ..c:.Il .,nUllnl uf umio,s. wilhoul dAnlaeio& Iho modol. Moro ilnp0t1G.1:11 lhan tbe Actud roim­
_:ay. )"Cu!y eAl'l\inss of 512.000 or 51'.000 or SI8.ooo. Thll would bunemenl ralcs t, Illeruio bel"'een 1110 1"'0 Iypu of rllel. 11>c toy is 
make· runoin, Iho rro,ram much limplcr, Jinco pro,ra.m officiall In c..clablidl rcimhu,,"cmenl Ic....:l, and raliOI ll1al muimizo Ihe fOlio... 

would nOI have 10 d':lelmino how m~lI)' pcoplo ~(C in II r.ivOll (Amily: ins nbjcctivcc: <"I encounlce l!MO (ormalion, bidding. and price 
Ihc-y would nOt hue 10 compore thc in,omc o( Ih.1 ('rrJly ossJnlt lhe reduclion; (1:» cilcouucc -miacodln," o( 1c..·lhlJl-CSJ aeli.ity u CSJ 
.1ppropriate rOV<'tly linc: "."d Ihey would nol IlIvc 10 calcul~l< income ~cljyil)' by .voidi", 100 arcal a Iinar,ci~1 incenlivc 10 hlVO ~ f'Cnon 
other Iha.n eo.rni,,/:,. Rllt abandoning reliance on Ihe poverty linc in -miscoueu" ..., 1 CSJ worker: (el el\eour~.e Il'Ie employ"""nl of pcr. 

CJ'""llItU!g cli,ibilit] 1lU)' Illso create leriOUI incquhie •• ,in~ D thed sonl in fc~1 CSh. if private scclor cl:lploymcnlil eill>-..r nOt (c.:.sible or 
c2mini' I"nd...,d <:ould n\uo cliSibl. lo",e .ingle pcnl)nI or 'HUU dc.ired. by !>ni"•••i&"jficJ,l\I iftCCnlivo 10 un CSIc; (~) dhco"r&.o 

(llmilie.o who ;:u,:; currently well lIl'>ove Il'Iei( povc"y line.< while render. !.he inappropri.sle tla.uili~llon or clipblc pcnon~ U PC:lOnl who 
ing ineligiblc ~mo very luge flmillu Ih~1 :re now weU below Iheir refulc; 10 worle .. C;vCJ\ 'Uillblc CSlI bY'Icninr tho CSI rcimour.emenr 

POyen)'. lincl. Shiflin, from lhe: UIC o( Ille POycrty linc 10 II:: 1m: of rate hiSh eouu~h IU mHc CSt employmenl an lceep-table n.k Iu 
eu:rninss ....\lulu ..1'0 eliminGle In.: EMO', in,e"li~c 10 pursoe unearned F.MOs, bill nOI ., duirablo oUlcome: and (e) clleolJt3ee EMOs 10 mo~e 

Income. suGh u unemploymcnl comrenulion bencfjl~. cllild support. penon, U Guickly II pouible inlo pn.ale .eclnr job., CYCJ'I 10'10'­
.lIId rood AI...mps. unleu 11I"e .....ere 'deemed" 10 be earned ictorr..c: ror payill& ones. II Il~y bc Itun muhnltinc Ihese objectives It:;uirca 

Ihe purposU of Ihe proer:lm. Ci .. en Ihe problcl'l',s Ih~1 m.lny lee wilh differenl rate, t!:.n 75 percenl .nd 100 perCeftl-AI leul II, diUclC:1 
Ihe validily of lhe ollie::!! poveny Iinc. however. Ihe menu of Ihiftini . liltlCS anu in dirfc:n:nl empluymcnl 11:1iolll. Reaus; o( the polenlid 

10 :l (Iud caminp J(;s.ndard may pcna.do program omeill, to do 10, yulue o( "lIlyin, r:IIU from lime 10 lilllC Lnd place 10 ?Ia,e~ t."e !:lest 
c'p«ially i( Ihe di£itlo:nliyc: 10 purtllC UC. child ~uppcrt.. u.d rood mechanism rOf 3c!liovin& soch nle flexiblllly must ~e conlidcred. 
at...mp. CIIJ\ b<: effcctively overcome. OM ~fu.nism Ihat ma), worlt: well i, lhe mJrli:el: Ihe ,overnmenr 

-retlOnl who ::r<: found 10 b<: di.:.blcd ,IIould nonclllclc.3J a.I"'"YI be 
Given inccntiyCi tD ,",urk. Many wish 10 "ork.•od Ihey lcuuhJ be 
(ncouf.'lr:ed to do lO. For ::-.c diJ~bled. the Nejt:uiy<: In<:omo Ta~-I . 
JU:u-:lnr«ld 3nnllal incnmc Il'Ial il ':1led- Dt n:.unn.hlc riles u urn­

in" riae-may mIll<e ...c:uc:. 

eoold invife Ule liMO. 10 bid di~unlS nn 11\0 two (lIC' IIy emplny. 
menl feeion. ;nd M:ward wilh mOlc CUllomeU Ihe EMO or EMOs 1hl.I 
~ubrail the 10.....e.1 bid or bids, WbC!h~r tllcre sllould be ~ rCGulrcmc~1 
oC I ringlc diSCOunt applied e.Qudly 10 both ratea or Ihe jIo,tibilit)' n' 
biddini a diffc~nl di,c;.ounl on eAtI\ r~le is ao impor.a:1I c;.onsidcmion. 
The first oplion·($inj;le dt~coltnl (or oolh rales) il ~imrlcr, bUIIII:: la.ller 

'There will be 3 lempr41ioc 10 pick vwy I:I(J:~ employmenl ~sion. of oplion. (dlH::rer.ldhcollnl fur c~eh r:uej may 'liTe Ih.c ,o:vcramnl 
equal po~ul .. tion. Thil ,hould be Rsi'ied. ~ Rf.ion. ""ill ~rt:l.lly more mone), .nd improyc EMO pro<luctivil),. Eve!! more imj)oranll$ 
rcduct! cO!11!)'Ctilion :mong eMOJ, r:li.sa Ihe: Jovemm<:nfs (llym<:nn 10 Ute iDle1:rlUiun uf _oy E.\iO biu. lu di.cuu"lthese Iwo Ulel ·.....it!: ils bid ..... c: 
EMO-. lnd RUraill EMO producliviry, In rllrd aRIU. eraploymclIl 10 dh.collol lu C'Ommlulon on oO(ninl,l. See I'IIS'<if"1~1Jt. ~ single J '. 
Rpon••lIould ~ no latier 1113n Q counr)'. In mormpOlillft If02.'. tbey discount IbtU :l.ppli.ed 10 both niles and Ihe c.omm... ioll w-oull! b<: lile 
shnuld he ,ubcount)' unilA. !:.Qual populallon is irrelcvacl. The simplu approle:'l. bul jl ma), inhibit saviniS .nd productivilr. 
·~m.dl.". Ihe cmploym.cnl region. Ihc leu Ihe: financial rilk o( rlilllre 10 

:In EMO. ~1l(1 Ihlll the morc :l new eMO C;JI cnter Ihe marltl!l or .. 
"!ic..," Ihe n~me: (he E."Iloloyme!!1 Munten1.'1a: Modcl. . 

Iroublcd bUI rcJll"IICIIIrcd EMO CAll Iry one more liluc. whic:.'l me.l.lll I:PO( a de~criptinn n""c Sr.lo ofWisconsin·s.nd Cily nf Mih".utco's 
mo", compelilur:'( lind belief' compel ilion. ,.n4l1 employmelll regions empln)'ce he.ahll cafe ;llana. lee Oavld R•. Riem-".r. -:wtilw,ukec', Suc· 

:lito help hUIel EMOc. R:lti~r thlln Ii" :a .ingle C'ORlmiuinn talC (M :l. . ceu(ul G!ror\ 10 ConlrOl Cmplu;tcc lIeallh C.s."!: CIIIII." CIIY"nn,,"f 
...hole m<:lmpnl,is tit vut 1"IIr:1I dhlric:t. I!.MOa C:llI leI dirrcn:nl r..ICI CUI FinflJlce Ilni~w. F~brll.try 1990: ~nd SIc,ven C. Hilt and Flub.r. 

c:leh of lcvcr.ll sm~1I c::'l9loymenl r.:"ion., ~djutlin. 10 Ihe lClul Wolre. l"line illc HMO Cumpeliuyc Strw:n: An AD.upil ul Its 

dlCneutlic.s o( emplo),inC the eliGible pupuhuiun Q( e~ch ",¥iuQ Ihe rule Su,""~ and F.iluro in Wi.tenn.in.- La Fnllene In.filule nf Pulllic 

bid II) ....onn(C\ (,COI"e l(l "'ntl<. ,,((:!.irs. Woridnc P:~er DO. 2:! (1994,. Un·iYenilY of Wlscoluin­

"The plVceu oJI uOlcrmininJ wl'lo 1101 unrca..,nallly refuled In ~cce;l' I 
Madi,on. 

~lIh\lblo jnt'! could be hndlc:d in a yoriet), o( wilY'. but ~ny !vell ,JMic/l.cI w. Sherr.den. A.'Jtll &11111. till PflO': A .'1<-.. Am"riC"I\ Wei· 

procen Ihould include:: (Illly infonnins ~((ccled penon. in advance /uu I'tJlir:y ("rmont. N.Y.: M. E. Sh~tpe. 1991). 
or:l propcm:<I dClermlnation. il~ CoJnICQlletll:es. Gnd Ihe specifies of Ihe 
proc':S& Ih.:ll will unfoid: jlrovidins ~.illance 10 Il'Iem {aol nc~tuc.rily 

lec;1 (Oun.e:1l if Ihcy ",jlh 10 objecl:o Ihe delcrminnlioll: And. ir IheM: 
is lin vbJeClion: 'rr;"g,n!t (nr 11 re...olu,ion o( lhe molter by Qn im;Ulul 
IndividulIl: .. . 

"See John Karl Schcht .. w1u "oll.:y "nd 1110 Woflin~ "wr: Tile 
F..uncd I:leomc T.,.\ C(edlt.~ F..nu, 1.5. "0. l {Wi"lcr 199'-1994). 
1-12. 

"scc..ro~ u!tn;lc. Slephen HOII; ~l;u,roverncnl of :110 Ad~.nc. ?ny· 

'Community u:rvicc job (CSJ) proer:."Il' could ~ 3dminiSltlt~ etCher 
menl Oplio!'l oi Ihe Earned Income C'e::il." i.u Nflln. Decc:::X:1 I •. 

by 11'10 s;n"crnmenl. ~rly~tc Orii~l\i7.:lIlon! olher.llI..... 1::1>10•• or GMOI. 
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I':lymcnl Oplion o( Ihc E:uncd Incomo Credll," Tuz Haiti, February " 
1994. p. "9. 
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"'Invlline EMOs 10 dilcounl eommilliool 011 nminCI auy IOlve 
.:ovcmrnclll', prOblem oC dilCo¥crinc llIe -rlCM price- 10 c:fW'CC 
!!MO. (or Iheir ,c;rvicC;J. bul il dO<:1I1'1 lol¥!: die problem oC whelllu 
Iho ,ovcmmcnl', eilDbliahcd c;olllmiuion r).IU wen: a ,o~ .uronc 
point in Ihc /inl I"I;cc or how Ihey thould be duuI,cd. 
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APPENDIX A 


Title____ Authorization of Employment Maintenance Models 


Sec. 1. 	 Definitions. 

For the purposes of this title: 

(a) "Employment region" means an area. designated by the stat~ that 

is no larger than a county, provided that if a county has more than 100.000 

persons the employment region shall be a part of the county that contains 
, 

100.000 or 	fewer persons: 

(b) "Employment management corporation" means a for-profit or not· 

for-profit corporation organized under the laws of the state that establishes 

and implements a system of competition among. provides reimbursement and. 

commission payments to, and oversees the operation of employment maintenance 

organizations for the purpose of connecting low-income persons to stable~ 

well-paying, private-sector jobs at the lowest possible cost: 

(c) "Employment maintenance organization" means a for·p~ofitor 

not~for-profit corporation organized under the laws of the state for the 
. . 	 . 

purpose of connecting low-income persons to stable. well-paying private-sector 

jobs at ~he rowest possible. cost; 

(d) "Initial participant" means a low-income person who isal 

resident of the state .. at least 21 years of age (or' at least 18 years of;age 

and has graduated from high school or obtained an equivalent degree). 

determined by the state to be able to work. and eligible for benefits under 

Title of the Social' Security Act [i.e .• AFDC]: 

~1-



(e) "Additional participant" means a low-income person who is a 

resident of the state. is at least 21 years of age (or at least 18 years of 
I 
I 

age and has graduated from high school or obtained an equivalent degree), is 

'determined by the state to be able to.work. is not ,eligible for benefits:under 

Title of the Social Security Act [i.e .• AFDC]. and has an estimated 

annual income that is less than a dollar amount determined by the state. ' 

provided that such dollar amount shall be no greater than 200 percent of the 
I 

poverty line or $25,000, whichever is 'greater, and is a person that the state 

determines that the employment management corporation has resources to serve 

pursuant to sec. 3(b)(ii) and (iii); 

(f) "Private-sector job ft means a job with a for-profit or not-for­

profit corporation, a quasi-government entity, or a government; 

(g) ",Unwilling worker" means an initial partiCipant or additional 

participant who, based on criteria established by the state. after notice and 

due process. has been found by an independent arbitrator to be unwilling to 

work at three or more full-time jobs that an employment maintenance 

organization has made available and that the arbitrator concurs the 

participant was able to perform; 

(h)' "Adequate income" means an annual income that is equal to a 
, 

percentage of the poverty line or to a dollar amount that provides: 

(1) All initial partiCipants. except unwilling workers,'with 

an annual 
. 

income that is at 1east 20 percent greater than the : 
I 

I 

maximum benefits they would receive under Title of the 

Socia" Security Act [i .e., AFDC] and is determined ,to be adequ~te 
I 

,by the state. and 
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(2) . Any additional participants. except unwilling workers. 

with an annual income that is determined to be adequate by the 

state; 

(i) "Adequate health insurance" means 
i 

a health insurance plan 
I 

that: 

(1) Provides all initial participants, any additional i 

p~rticipants, ,their spouses, and their ,dependent children at least 

75 percent of the actuarial equivalent of the benefits that the 

state provides to its employees, and 

(2) Requires participants to pay no more than 25 percent of 

the monthly premiums charged by the plan. provided that if 

participants are offered a choice of two or more plans, they may be 

required to pay no more than 25 percent of the monthly premium 

charged by the lowest-cost plan plus all or part of the difference 
i 

between the ,monthly premium charged by the lowest-cost phn an:d the 
, 

monthly premium charged by the plan they select: . 
, ' 

(j) "Secretary· means the secretary of health and human services: 1 

(Ie) "State" means a state of the United States. the District pf 
, \, , .Columbia.' Puerto Rico. etc. 

(2) Notwithstanding any other provision of law. the Secretary shall: 

(a) . Authorize any state, at the request of any state, to enter 

into an agreement with one or more employment management corporations located 

in the state, with respect to employment regions designated by the state.' 

under which: 

-3­
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(i) The state assigns all initial participants and any 

additional participants who r~side' in the employment regions ,to the 

employment management corporation: and 
i 

(ii) Each employment management corporation on behal{ of 
. . , ' . 

the state and such participants establishes and implements a~system
, 

of competition among. provides reimbursement and commission j 
; 

payments to. and oversees the operation of employment maintenance 

organizations for the purpose of connecting initial participants 

and any additional participants to stable. well-paying. priv~te· 

sector jobs located in the state at the lowest possible cost~ 

(b) Pay to any state that it has authorized to enter into an 

agreement with an employment management corporation pursuant to sub (a):80 

percent of the amount that -in the absence of sucnan agreement it would l have 

paid to the state on behalf of initial participants and any additional 

participants 'under Titles __---'­ ___, and ___ of the Socfal· 

Security Act. Title of the ______ Act. Title ___ of 

the Act. and Title ___ of the _______ Act. 

(3) Any agreement entered into between a state and an emp.loyment : 

management corporation pursuant to sec. (2)(a) shall include the following 

provisions: 

(a) The state shall agree to: 

(i) Ass ign to the. employment management corporation all 

current and future initial participants who, at the time of and 

subsequent to the agreement. reside in the employment regions to be 

·4· 
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covered by the agreement for a period of time mutually agreed: upon 

between the state and employment management corporation: 

(ii) Assign to the employment management corporation $uch 
" , . 

current and future additional part1cipantswho. 'at the time of and 

subsequent to the agreement. reside in the employment regions to be 

covered by the agreement and with respect to whom the state and 

employment management corporation will have sufficient resources to 

. serv~ pursuant to sub, (b)(ii) and (iii). for a period of time: 

mutually agreed upon between the state ~nd the employment 

management corporation; 

(iii) Pay to the employment management corporation an amount 
, ' 

equal to 80 percent of the gross cost that in the absence of the 

agreement the state would have 'j ncurred in provi di ng benefits to 

such initi,al participants iJnder Titles ___ ___, and __ 

of the Social Security Act. Title ___of the ______ 

Act. Title ___ of the ______ Act. and Title ___ 

of the _______ Act. provi ded that the speci fi c amount 

to be paid is mutually agreed upon and the manner of payment is 

mutually agreed upon between the state and the emploYment 

management corporation; and 

(iv) Pay to the employment management corporation an amount 
. I 

equal to 80 percent of the gross cost in the absence ~f the 

agreement that the state would have incurred in providing benefits 

to any additional participants under Title,___ of the _---'-,-__ 

__ Act. Title __~ of the ______ Act. and Title 
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__..... of the _____' Act. provided 'that the specific: 

amount to be paldis mutually agreed upon and the manner of payment 

is mutually agreed upon between the state and the employment ' 

management corporation. 

(b) The employment management corporation. in consideration for 

the paYlJ1ents it receives pursuant to sub (a)(iii) and (iv), shall agree to: 

(i) Ensure that all initial partiCipants, except unwi;lling 

workers. who are assigned to it pursuant to sub (a)(i) have an 

adequate,income and adequate health insurance; '/ 

(ii) Use 50 percent of the difference between, the payments 

it receives from the state pursuant to sub (a)(iii) with respect to 
" . , 

initial partiCipants and the reimbursement and commission payments 
, 

it makes to employment ma,intenance organizations pursuant to sub 

(5) with respect to initial partiCipants to recruit additional 

partiCipants, assign them to and ensure that they obtain adequate 

income and adequate health insurance from employment maintenance 

organizations, and make reimbursement and commission payments with 

respect to them to such ,employment maintenance organizations; 

"(i i i) Use 50 percent of the di fference between the payments 

it receives from the state pursuant to sub (a)(iv) with respect to 
, , , 

additional participants and the reimbursement and commission 

payments it makes to employment maintenance organizations pursuant 

·to sub (5) with respect to additional partiCipants to recruit 

additional participants, assign them to and ensure that they obtain 

adequate income and adequate health insurance from employment 

·6· 
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maintenance organizations. and make reimbursement payments wi~h 

respect to them to such empl.oyment maintenance organizations:: 

(iv) Request proposals for each employment region from 

employment maintenance organizations under which the employment 

maintenance organizations would provide initial participants and 
- , ­

any additional participants the services described in sub (4):in 

return for the reimbursement and commission payments describe~ -in ­

sub (5): 

(v) Approve proposals from and enter into agreements with 

all employment maintenance organizations that the employment i 

management corporation determines are capable of providing the 
i . 

services described in" sub (4) in return for the reimbursement ;and 

commission payments described in sub (5): 

(vi) Include in each agreement entered into between the 

employment management corporation and an employment maintenanc~ 

organization all necessary provisions needed to ensure that the 

employment maintenance organization provides the services described 

in sub (4) and receives the reimbursement and commission payment 

described in sub (5): 

(vii) Assign randomly all initial participants and any: 
I 

additional participants in each 'employment region to employment 

maintenance organizations with which the employment management 

corporation has entered into agreements with respect to that region 

in proportion to ~he prices they have bid: and 
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(viii) Provide such reports to the state. facilitate such 

inspections by the state. and mon~tor the performance of employment 

maintenance organizations by obtaining such reports from them and. 

making such inspections of them. as the state determi~es are 

necessary to obtain a true and accurate picture of the success of 
, 

the emplo~nt management corporation and the employment 

maintenance organizations w.ith which it is affil iated in connecting.. . 
low-income workers to,stable. well·paying, private·sector jobs 

I 

at 

the lowest possible cost. 

(4) (a) An employment maintenance organization shall: 

(i) Make cash' payments sufficient to provide all initial 

and any additional' participants. except unwill ing workers, who have 

been assigned to the employmeot organization an adequate income to 

the extent the employment maintenance organization has not 

succeeded in helping participants obtain .such an income through 

wages, unemployment compensation, child support payments, and Food 

Stamps; and 
. i 

(ii l Ensure that all such participants have adequate health 

insurance to the extent the employment maintenance organization has 

not succeeded in help"ing. participants obtain 
. 

such insurance from . 

private-sector employers or other sources. 

(b) An employment organization may provide participants wit~ or 

help participants obtain one or more of the following services: 

(i) job assessments: 

(ii) job counseling; 

·8· 



(iii) 	 job 
, 

search: 
, 


, 
 . 
(iv) job interview preparation: 

(v) job testing: 

(vi) job placement services: 

(vii) remedial education: 

(viii) technical job training: 

(ix) child care; 

(x)' help in claiming the federal earned income tax credit 

and any available state earned -income tax credit; 
I 

,(xi) help with transportation. work clothing. children's 

,'education. housing, and mortgage applications: and 

(xii) help in obtaining unemployment compensation benefits, 

child support payments. food stamps, and employer-provided health 

insurance: 

(xiii) community service jobs; or, 

(xiv) any other service that the employment maintenance 

organization determines is likely to help connect the participant 

to stable, well-paying, private-sector jobs. 

(5) An employment management corporation shall pay an employment-

maintenance organization as follows: 

(a) (i) For cash payments made to participants. 75 percent of 

the payments made shall be reimbursed to the employment mainten~nc:-e 

organization: 

-9­
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(i 1) For wages paid to participants to perform community' 

service jobs, 100 percent of the wages paid shall b~ reimburs~d to 

the employment maintenance organization: and 

(iii) 'For private sector wages earned by a participant; the. 
, 

employment maintenance organization'shall be paid a five percent 

commission for the first two'years of earnings. a four percent 

commission for the next two years of earnings. ,a three percent 

commission for the next two years of earnings. a two percent I 

commission for the next two years of earnings, a one percent 

commission for the next two years of earnings. 

(b) Notwithstanding par. (a). if. pursuant to the process of 
., , 

requesting and approving proposals described in sec. 3, an employment 

maintenance organization offers to receive lower reimbursement and commiS,sions 

than those described in par. (a). the employment maintenance organization 

shall be paid what it bid. 

-10· 
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Despi~e_the passage of a law ineantt~ encourage ~e disab!ed to hold jobs, p~'ople ,liIte DaVid Grimes; Z4'remain frustrated hyth _ ,', 
wprk. Mr. Grimes, a vplunteer at the'iRed Mountain Museum in Birmingham; AI?, uses a computer~diiven voice synthesizer to -talk 

, ,­ \­ '-', - C', - , - --. -' • 

seum officials, she said, "Two and a -1""""------------------------------------------------., ------ ­ ----~-

\A well-intended·iaw,'BY THE NUMBERS' ..J 
Wa~ded: Jobs for' People with· Disabil_ities --a 
Since'the passage of the Americans with Disabilities Act four years ago, , , 

, , . the number of people with 
disabilities receiving Social 
Security benefits has risen, , , 

5 million -

4 

, . , and the number cif people 
receiving benefits who are 
employed has also increased .. , 

300 thous""a::..n""d_______ 

250 

-?_Q9_----.­

-1..§Q" 

, __ but they represent a smaller 
percentage of the total number ­
receiving benefits. 

7% 

6 

'5 

4 

3 

,J 

fail~ to erase 
prejudice an'dq_l . 
lingering c,ultureof . 
dependency. :1 l. 

'(- .llis Martin, a special assistant-to the" 
_ _::Chancellor at the University of Cali~: 

d _ -, fornia at Los Angeles arid an- advo- -', 
. '~catea for people with dis-abilities, ~, 

In August, Ms. Daniels_ was- ap-­
-'-pointed to head a working group- in 

" ,-the Social Security Administration 
:to develop a strategy to induce more 
;disabled recipients ot-' S~S.1. and 
-S.S.D.1. to go to ;work. She plans to 

he~1111111' 11111-11 ~.IIDII' ­ , mong -the solutions Ms. Daniels5(}' )s -considering is allowing S,S,D.h ~e-
_~_:- _. _";:cipie,nts WhO, work to' k~~,P,' thel ., 

,Medicare coverage by paymg a pre- '_ 
0 _ O· 0 miuin that would-be- based'on their, 

100 
? 

'87'88 '89 '90 '91 '92 '93 :87 ,'88 '89 '90 '91 '92 '93 '87 :88 '89 '90 :91 '92 '9:{inCome..Curren,tly S.S.D.1. fedp'ients 
- ' "-- - ,. lose their Medicare coverage· after, 

Source: Social Security Administration . wo~king nine months if t~ey 
more than $500 a month: ,' ­

',' - . - oClal.rSe~u~ity 
The New York. TImes, ;; - Administra~ion has' resi~ted easmg;' 

'ty Income, pays 3.7 million disabled losingthei~ benefits, the cash pay­ 4.8 percent who were worKing at:the-,_ the:~edic,a~~,'eli~i~i1!ty_ r~l~s:'~or 
. people an average of $642 a month if !1len~ :woiJld be. reduced, by $1 for end of ~9~.2.", , " : - -,';::\.-:-:::!~:}~S,S:DJ:.-r~!:Ip.lerits~~ho,wor~;:!~an~~ 
they, hav~ a work hi~tory before be-' every $~ the reCip'i~nt earns on a job. : ~dvocates and SoCiafSecuriiyohr':~,that st!l;n'~!G~an;s~::vould,~e~Pt:~!S-; 
commg disabled. This program also 1'1 ad(htlpn; recIpients could keep flclals agree that the rules governmg , abled people ~ho work and- do not 

_'provides health insurance through their Medicaid, _work incentives in both the S.S.1. and :recelve S,S,D,1. to apply for the'Fed-
Medicare, But although the number of people S.S,D.I: plans -are -complicated and - 'cral health in~urante, - _. _ 

Together, the two programs cost, receiving Supplemental Security In- poorly understood, by recipients, so- But by keepmg the system as It ~s, '.-­
$54 billion in the fiscal year that _ come and working part time or full cial workers and job counselors. As a some,advocates say, people ~Ith dls- :,;:~_, 
-ended on ~ept. 30.' , time has increased markedly, the result, disabled recipients often shY,abllltIes are often be~~er of~ ,staYI~g " ' 

are conSidered poor a maxlmum_ of In 1981. m an f'ffnrl In pnr_nllrllPPc!' ;n('r"~cp h~c h~rpl\1 Irpn' n~(''' with ~1l1~\1 from ,,,Irina,, ;nh on the Federal dole. _ We have bUilL 
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In 4 Years, Disabilities,fiet 

Pla_s'n 't Improved Jo-bs Rate 


I - ­

, liS.-Rules Discourage Work, Ad~qcates-Say 
.~ 

-j., By STEVEN A. HOLMES 
.::. Special to The New York Times 

WASHINGTON, Oct. 22 - More 
than four years aftcr Congress 
passed the Americans with Disabili­
ties,cAct, ~ s~eep!ngcivil rights la\V 
cov,ering people with physical and 

: me.ntal impairments, -the number of 
:disabled people entering the work' 
i(orce has not significantly increased,' 
:ex~rts in the field and advocates for 
ihe,disabled say. 
, 1;hough the law, commonly known 
as the A.D.A., was intended to bring 
people with disabilities into the- cul­
tural, social and economic- main-, 
streams, the number of disabled peo-' 
ple_,who have entered the work force; 
has: hardly changed, even as the 
_number of disabled high,school and, 
college graduates has, continued to 
increase. ,-',_ 

A recent survey _conducted for the 
National Organization on, Disabili­
ties- found that only 31 percent of 
dis~bled people age 16 to 64 were 
working part time or full time, down 
,slightly from the 33 percent that 
were found to be employed in a simi- ' 
lar survey in 1986. 

Another measure comes from 
tracking disabled people who work 
in ~ddition to receiving Supplemen­
-tal Security Income under' a pro­
gram meant to encourage employ­
ment. In December 1990, the figure 
was 6.5 percent'; last' December, it ­
was only 5.8 percent, according to: 
figl!r,es sUPRlie9 by the Social Securi­
ty Administration. ' 

qneilJ1Portant factor in the I~ck of 

/)'Q. Federal programs 
, force hanc!icapped 
p~ople to choose 
'b;tween health care 
,,~~demployment? 

',"-". . 

progress, experts say, was the reces­
sion, which led many companies to 
cut'their work forces. ­

But Government officials and ad­
voC:ates for the disabled point to a­
number of other problems that they 
say thea'ct has made oniy Iiwitea 

. progress in adpressing. --. 
,They point to lingering :prejudice·, 

'by e'inploye-rs and what they say-a're ' 
,unfounded fears that'hiring a worker 
with ,a 'disability will, drive up al­

'ready high'health insurance costs. 


- 1he also point to fears among the 

,disabled about lOSing health benefits 
and, inore broadiy: to what 'many 
advocates describe as a ciJlture of 
dependency not ,unlike that found 
among welfare recipients, Many dis-' 
abled people are too fearful of losing 
.the benefits they have, or are uncom­
-fortable about taking'the 'kind- of '_ 
"aarp~~ivp 'H~tinn -that is'6ften neces­

.' 

disability at the Social Security Ad-­

ministration . 


While Federal officials ponder-­

changes -in the system, people like 

David Grimes, 24, who was born with­

cerebral palsy remain frustrated by 


ctheir inability to find work. ­
For the last two and a half years, 


Mr. Grimes has been a volunteer at' 

the Red Mountain Museum in Bir--­

mingham, 'Ala., despite the disease' 

that contorts his muscles and forces 

him to use a computer-driven voice­

synthesizer to communicate. Gam­

boling about in his electric wheel-­

chair, he greets patrons, explains 

exhibits and conducts tours. , 


His presence has been a boon to 

the museum, which gains both a 

dedicated, unpaid worker and a raft 

of good publicity from having a per­

son with a- disability so prominently 

associated with it. 


But museum officials, citing insuf­

ficient funds, -have not placed Mr. 

Grimes on staff, and the work expe­

rience he has gained has not enabled 

him to find employment elsewhere." 


"It's frustrat~ng," said Linda L~h-
meye~, Mr. Grimes: mother. While 

stressmg that she did not fault mu-

year years of supporting him, pro­
viding him transportation and sup~ ­
plies, getting him work experience, ­
has not been good' enough to propel 

him into the work force." 


And for the severely disabled, 

many of whom would only be able to 

work at or near the minimum wage,­

working full time might mean bring- ­
ing home less money than if they, 

continued to receive full Social Secu­

rity cash payments. 


Tim Mason was born deaf and has 
-bone and nerve damage-in his legs as' 
a result of a 1988 car accident. He' 
now gets $750 a month, from Social 
Security Disability Income, plus $400 
for child support that goes to his son, 
who lives with his ex-wife. All pay­
ments are tax free. 

Mr. Mason earns $4.75 an hour 

working part time as a butcher in a 

Birmingham grocery store. If he be-


earn more than the $500 a month and 
lose his Medicare eligibility - and 

his take-home pay would be less than: 

what he gets from Social Security 

Di!!ability Incom~. _ , ' 

~~~~~y::~~~t~~i~o~~~~,~~i~o~:~ 


"It's almost remforcmg him noUo, 

work funtime," said Jeff Prince, Mr. 

Mason's job counselor at United Ce­
rebral Palsy in ~irmingham. "You: 
hear, -so many_ stories about dead-' -- -- ­
bel,lts w,ho qon:!want to work, it's a 
shame when YQu get people who 

~ant to work full u~e, but !Ire p~nal-

Ized \;'Ihen they do. ' _ 


The Federal Government runs two: 

programs -for people who are physi: 

cally or mentally disabled, One, !?uP-, 

plemental ,~~cun,ty Income, _ pays:, 


-ab~ut 4.5,mllllon disabled pepple-;.vho, 
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"It's frustrat~ng," said Linda ~h- -;Despite the passage of-a law meant to encourage the disabled to hold jobs, people like David Grimes,24 remain frustraterloythelrinability to find 
.work. Mr. Grimes, a volunteer at the IRed Mountain Museum in Birmingha'r'n; Alii., uses a computer-driven voice synthesizer to .tillk.i:~ ~i;itois;
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BY THE NUMBERS ' I A well-Intended law. 
plies, getting him :work experience,'. • . 

Wanted: Jobs for People with' Disabilities ,.=1\ farl$ to erase 
.. , ' '-.J. '. 

Since'the passage of the Americans with Disabilities Act four years ago ... ' prejudice anda,
' . ". . . . " . _ 

... the number of people with .. , and the number of people. ,. ,but they rep'resenta smaller" . lingering culture. of 
disabilities receiving Social receiving benefits who are percentage of the total number . '. . .. " 
Security benefits has risen. . . employed has also increased. . . receiving benefits. . dependency-• 

. . . 
300 thoUS8r:1d 7% ' 

i --~----~--~.~,-,---.--.-.----. a special assistanHo 
. at the University ofCalic 

£_ at Los Angeles and an· advo- . 
4 people with disabilities, 

. 5. 'Augu!lt; Ms. Daniels. was 
for child support that goes to his son, . 'poiiltedto head a working group 

3 4 ::the Social SecurUr Ad11lihistration 
to develop a strategy to Induce 

~our I~disabled recipie~~~ of ~,S.I. 
~~._.... S.S,D:I. 'to go to ,work, She plans . 

Birmingham grocery store. If,he b~-rep?rt her r '. recommen-~-' 
2 dati ." ....',. , 

., .j
.\ 

mong the solutIOns Ms. Damels ~ 
I • :i~ c.onsidering is allowin~ S,S.D:h r~~' ~:'~;>\' 

<.c.!P!ents who wor\<. to .keep them,. 'l; .., 
' YMedicare coverage by paying' a pre- ::~t{ .. 

O.' :mium that'would'oe'based'<Jn their,'-'.'I., 

In 4 Years, Disabilities.Act­

Hasn't Improved Jobs Rate 

u.s.. Rules Discourage Work, AdvQcates Say 
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By STEVEN A. HOLMES disability at the Social security Ad-' 
ministration. 


While Federal officials ponder

Spc<:isllO The New York Times 

WASHINGTON, Oct. 22 - More 
changes in the system, people like than four years after Congress 
David Grimes, 24, who was born with. ' .passed .the Americans with Disabili· 
cerebral palsy remain frustrated by ties',Act, a sweeping civil rights law 
·their inability to find work. cov,ering people with physical arid 

For tlie last" two' and a half years, ,me.ntal impairments, the nUmber of Grimes has been a volunteer atidisabledpeople entering ~he work Red Mountain 'Museum in Bir-".:(9rce has not significantly increased, mingham, Alii., despite the disease':experts in the field and advocates for 
that contorts his muscles and forces .ihe,disabled say. him to use a computer-driven voice, the law, commonly known ;izer to communicate. Gam­I,A., was intended to 

about in his electric wheel­with disabilities into the chair, he greets patrons, explains social and economic main-, 
exhibits and conducts tours. streams, the number of disabled peo-: 

His presence has been a boon tople;who,have entered the work force i 
the museum, which gains both ahas hardly changed, even as the dedicated, unpaid worker and a raft ,number of disabled high,school and i of good publir.ity from having a per­college graduates has. continued to son with a disability so prominently increase.. 
associated with it. A recent survey conducted for the 

But museum officials, citing insuf­Naiional Organization on, Disabili­ ficient funds,have not placed, M r .. ties· found that only 31 percent of Grimes on staff, and the work expe­dis~bled people age 16. to 64 were rience he has gained has not-enabled working part time or full time, downI him to find employment elsewhere. _.!!lightly . from the 33 percent that'· 
.were found to be employed in a simi­

lar survey in 1986, meye~, Mr. Grimes: mother. While 
str~ssmg that she did not fault mu-Another measure comes from seum officials, she said, "Two and a tracking disabled people who work 
year years of supporting him, pro-in addition to receiving Supple men­
viding him transportation and sup~tal''''Security Income under a pro­


gram meant to encourage employ­
·ment. In December 1990, the figure has ~ot been good enough to propel


him mto the work force." was 6.5 percent; last" December, it· 

. was only 5,8 percent, according to ' And for the severely disabled, 


many of. whom would only be able to. fjgyres sUPRlied by the Social Securi­
work.at or near the .minimum ..y~ge,.:ty Administration. 


qne iI.llportant factor in the lack of workmg full time might. mean. brmg· 

109 ~ome less ~oney than If they,
continued to' receive full SOCial Secu-· 


D';" c:" J' I ms rity cash payments.,
,Q F,eUera progra Tim Mason was born deaf and has 
r. .i • h' d'· d ·bone and nerve damage in his legs as' 
·rO.rce an lcappe a result of. a 1988 car accident. He 


.10 I' -h now gets $750 a month, from Social 

peOpLe to c oose Security Disability Income, plus $400 
, .." . 'h I h . 

·between' eatt care· who lives with his ex-wife. All pay~ 

.~:, . ? ments are tax free. 


and employment. Mr, .Mason ,earns $4.75 an 

'. ''''"C '. . working part time as a butcher 10 a 

progress, experts say, was the reces· 

sio~, whiCh led many companies to comes a full-time .worker, which hiS 

cutotheir work forces. employer wants him to do, Iie.would 


.B.ut Government officials and ad- earn more th~n the $~O~ ~ 11lonth and, 

vocates for the disabled point to 'a lose hiS ,Medicare eliglbllity,- and 

number of other problems that they . his take-home pay' w<1uld be less than: 

say the ad has made only limited what. he. gets from Social Security, 
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