
July 17, 1993 

- Appendix A Job Development Case Studies: America Works and TEE 

:-j;.-:-: L '.'-". What are tbese programs? Both America WorkS,;"'-;f.,TEE(Transitional 
Employment Enterprises) function as temporary help agencies. Employers are able to "test 

-'-' , , d)jvs,;, welfare motberS for six ~lOnths .t • reduced wageJ;efore deciding v:h,!i!er to employ 
.--" .... ' them permanently, During the trial period, the program,collects money from both the 

employer and the welfare agency and'provides a paycheck to the job candidate. Both TEE 
and America Works are paid a Jump sum bonus when the job candidate is hired permanently 
and stays in the job for a specified period of timc:- , ._.' 

Job development and placement, however, is not all they do. These programs , 
resemble the Work Support Agency be;ng'described in the current 'welfare' reform effort At 

_-_,.America Works)he staff helps job candidates before and after placement to solve.problems 
that could impact their jobs. America Works representatives will help with almost anything: 
rearrange welfare appointments outside work bours, represent the candidate al child support ~ 
court hearings. find child care, avoid having the recipient's electricity shut off) etc. 

What makes America Works and TEE truly unique are their organizational status. 
Both organizations arc private, whereas the work support agency is generally conceived as a 
public entity. TEE is i'non-profit organization, America Works is a for-profit;'prlvate 
enterprise. 

II. Do they work? The success of these programs is a controversial point, 
America Works claims to place about 2/3 of their lrial workers in permanent jobs, Critics 
have accused the'program of creaming the best applicants in order to increase profits. While 
non-profit, TEE has received less criticism, it has also received less P!lblicity, Neither 
program has been rigorously evaluated with control groups. 

These programs rely in part on the principle of supported work which has heen' 
extensively evalu~ltcd by MORe. Significant, poSitive impacts were found in programs that 
allowed AFDC recipients to experience increasing responsibility and stress as they were' 
transitioned gradually from a totaHy supported work environment to self sufficiency. In the 
area of supported work, these programs aie based On concepts that are known to work well. 

-
IlL Wha, Lessons Can We Learn? There are three design features inoorporated 

- in America Works of which we do nOI know the effectiveness: ... 

1) pay for performance incentives ,
2) using a private rather than a governmental institution 


___",3)".pmfit making - '., 


Since job development could De organized with any combination of these design features, it 
would be worth evaluating each of these components i.ndividually. 



-2

• Pay for performance: This is a critIcal, yet untested design feature in botb the TEE 
and America Works programs. 1be state governments using tbeir services pay a fee 
equivalent th~ foregone AfDC payments ~er the rccip~~t has been self sufficient for a 
given period of time, There is no reason, however, that tbis incentive structure needs to be 
linked with either privatization or profit-makjpg. An evaluation of pay for performance 
incentives should include" a Controlled e~peRment -Using public employees with the same 
incentives as, for example. Anlerica Works~· Furthermore, we should rest the provision of 
similar incentives to the reCipients themselves. A sound evaluation would cover a tange of 
institutional structures ~i~Qjii$l'iiF incentiYJ( schemes. 

Certain minimum design standards for the incentives shouJd be met in order to provide 
a fair test. If the fec is always the same no matter how difficult to place the employee is, .' 
there is a clear incentive"fo! "'Teaming. Even without creaming, a flat fee is unfair to 
taxpayers. Some individuals. such as divorced mothers over 25, are much more likely to get 
off welfare witliin ,a year without help tnim othe;,;, To pay a large bounty for this' group-is 
not likely to save tax doHars, In addition~ ~f~guards against churning 'should be in place.. 
Whether bonuses arc paid to govenunent employees, private employees or the AFDC 
recipients themselves, there must be some disincentive t(} recircuhiie the same people thrOUgh 
the s.ystem every year. Before evaluating the pay for performance principle, we should ensure 
that we arc evaluating it in its best possible form, 

• PrivClte v. public: An'evaluation that compares-private organizations. for Job 
development (0 government job development assistance should shed ligbt on two important 
open questions. Can private organizations win the trust of the Jocal emplorers more easily .It
and thereby provlde better job development services than a pubHc entity? Can private r 
institutions increase their effectiveness with more flexibility in organizing employee incentives 
because they do not have to comply with govemmenl employee regulations? ff pay for 
perfonmmce is found to be effective, this m~y be an' argument 10 encourage the role of ./ 
private institutions. 

One POlentjal~disadvantage of relying on private institutions is the inability to 
gu~an1ee uniform quality or broad national O,)ventge. 

o Profit making: The importance of profits to job development effectiveness can 
be evaluated in 'isolation from pay for performance and non-governmental status. With 
Similarly designed incentive structures. is a for profll enterprise. more effective than a non::' 
profit? Competition could lead 10 higher quality and higher placement mtts at the lowest cost 
to employers and taxpayers. On the·otb<.r bl!!!d, tbe desire to maximize profits may 
exaccr,bate the moral hazards of creaming and churning to increase the number of bonuses. -
Until 3, careful evaluation is: undertaken that {valuates these three components of the Arn~rica . 
Works and TEE programs, the controversy that surrounds them will continue. . , .. . ~ 
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February 22.1994 

MEMORANDUM FOR DAVID. MARY lO. AND WENDELL 

.~_~ r,!,FROM: BRUCE -- - .. _' ~.;,..""'". 
SUBJECT Comments on .2/22 a:.m~" drafts.. 

.-
o· 

1. WORK 

I. Nice 'try, but I hate the name TAP. ['m not convinced we need to change the name of the 
JOBS program 'atiall (remember who th~ught it up in 1988). but we certairlly should \Va1t,'!:!i~' 

. _lUlti! we can agree on an alternative.name we-all like and that means something. -Otherwise a 
new acronym just adds to the confusion rather than clarifying it-(cf. WORK). Remember we 
ha~;e also just added the JOBS Preparation phase. 

2, The brief section on pp. 1~2 about JOBS needs to make clear that we are I) requir.ng 
recipients to sign a Personal Responsibility Contract that lays out ,their obligations; 2) asking 
everybody to do something; and 3) changing the culture of the welfare offlce to m,ove people 
tnto work and help them stay there. Those pOlllts came through in the December docwnent 
but are lost here. With all the talk about deferrals. extensions. P!eparatioDs. etc,. it would be 
a, mistake not to stress loudly that we're raising .expectations on everybody" 

3. Job search: Wftre not going to let this one go, rr you don't want to include a detailed 
discussion on this issue, at least describe t!Ie true state of play. For example: "Much stronger 
focus will be placed on immedi~ate job search. job placement, and worker support One 
option would be to require aU applicants to go through supervtsed job search as a conrution of 
eligibility for,benefits; another optlon would be to give states the option to require immediate 
urfront job searcll for all. Those who are offered work will be expected to take it" 

4. Job Placement Bonus and Worker Support: We're not going to let this go, either. Let me explain Ii again: Our sugg~tion was to set aside a certain percentage of "JOBS (say; 25%) for 
the specific..purpose of encouraging states tci~ establish .w.centive plans that will reward 
caseworkers and welfare offices for helping peopJe find work and keep it. Nothing like this 
happens under current law -- perhaps it could (although I'm not sure}. but it doesn't and 
probably won't unless we figure out a way to encourage it. This 15 not meant as a 
privitizatlon idea at an~ on the contrary. the goal is to reward performance within the public 
system, We can quarrel over the exact percentag~, and we can argue over whether the 
bonuses shouJ,tgo to caseworkers who find jobs for-people who've been on the rolls fOf_l I' 

year or JUSt for pe~ple-who've been on for m'uch longer. But I don't see why we 'can't agree~ 
on the pnnciple that we want to encourage, even require, sta:cs to c,xplicitly develop and 
submit to HHS plans for how they intend to reward performance and workcl support, 

, 

http:requir.ng


5, Choice and Standards: TIle Labor Dept's Workforce Security plOO1 has two other ideas to 
encourage choice. competition. performance. etc. One is easy: require that welfare offices 
provide recipients with consumer information on the job placement records of the various 
programs and services availahle to tbem. The other is worth a sIgnificant demonstration: 
giving governors the ophon~to create charter welfare offices: which would allow for the 
possibility of competition ,between two or more JOB.S programs in one markc:: 

, 
.:.':'« 

6. Sanctions: So~ewhere In the discussion of the JOBS program, it's necessruy to have~ a 
~_~reference to the sanctions issue'w':This..i~·t a Specs issue; it is fWldamental to wheth~r v.:e.. can-..··, 

actually gefe't<erybody h?" do som-etl1ing. We prefer the APWA recommendation tojr;;p05e a _ .",~ 
?·S% sanc'iion on AFDC and Food Stamps. ' 

'7. r.m-Time Work: These argu'ri1cnts as written are unfairly bia.'>cd tow~d u)e result you . 
wmit (e.g., suggesting that nol counting part~timc work will lead to 600,000 more WORK and 

cr~ 
~.. -JOBS slots for full phase-in by~2004 ~- when we're not even contempiaung fuJI phase-.in). I 

also beJi~;::e that with our £.WTent phase-in, stopping the clock indefinitely for part-time work .- . 
is no lo~gcr a relevant cost factor in the near. term, and only a m()dest one in the mtennediatc. 
term. Since this is sure to be a contentIOUS issue.-and looks to US like one more loophole 
than we need~ there must be a way to make it a state option to Stop the dock for partwtime 
work (at a level of hours -- 20-30/week ~~ set by the state). rather than mandating it ' 
nationwide. Some states like Michigan. will think your idea is great; others will think it 

. :squish·headed. .... 

8. Food Stamps: The idea 1 was trying to explain earlier is to make it a state option for 
states to do what Oregon is doing, which is use both Food Stamps and AFDC (in the WORK 
program) to subsidize pnvate sector johs, I know cash-out is always a battle, but it's one the 
President has been wiUing to fight before" 

9, R"equiring acceptance of any private sector job offer: This requirement sho,uld apply 
throu-ghout the program ~-: to JOBS partlcipants as well as people in the WORK program. 

10. Time Limits for WORK: Agam, the argwnents are somewhat skewed. The draft says 
_that a 3 year· limit on WORK placements couid push up to 50% of WORK partlclpants off of . 
support, when those of us who favor such a limit are not "suggesting pushin-g them off of 
support at an. but .rather reducing 1heir support: (1 also think it's danger~Us, Ilot to mention 
misleading, to C<lncp.de that 50% of the people in WORK...",ighr still be. there after 3 years,
while implies. that we're having no impact ~n long-term dependency after alL) . 

, _6. ._ 

J I. W~rk· Opportunities in Existing Programs: Slnce this document is for the Cabinet, we 
should go Out of our way to pomt out that we would like to "use existing Administration 
initiatives to fil1d jobs for people leaving welfare. The top candidates are child careIHead 
Start, housing rehab, Empowerment Zones, National SerVice."eK 

. ... 
. ! 2. Minor line edits: . 

"' October 1996 should read simply 1996 or FY97 
~~ Born After 1970 should feud Born Since t970 

http:C<lncp.de
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-- Don't forget to mention that we're reducing the number of extensions over currmt 
law 

.~ We should be careful about promising to increase the match. offer more money. O( 

make other amends to areas of high local unemployment until we figure out what we're really 
_...talking ahout. It's safer to refer to "times of TIXcs,sion", .•~ 

Il .. PARENTAL RESPONSIBILITY -.. 
.- 

I: P~~temity: This section is quite good, b;-;e would likl:to. aJi~~.!g~me oPii~~;;' ~f ~sing 
...."r'. this new, tougher and smarter cooperation requiremeni-i-o-help detennirie the queue for <Jther 


non-universal entitlements, like housing and possibly child care for the working poor. 
... , - _. .... . 

2. Chiid Support Assurance: It's misfeading to ~~, that a number' of ~t~ti~ have expressed a 
strong interest in implementing a CSA program. when 1t's a small number and many states 
ii"ave argued strongly against it. In-~y case, it 1S stiU.!1ecessary',to put ,the same disclaimer. on 

-~thls that· we used for the'December documcnt.:_ "The President has never endorsed child 

support assurance. and there IS considerable debate within the Working Group about its 

merits," 


3, Demonstrations on Prevention: Th<;se demos sound too broad and too vague to prove 
much. They still sO\.U1d like the kinds of seivice~based programs you so effectively debWlk. I 
suggest we say in the paper that we're still looking for the right approach. 

Minor line edits: 
-- Tone down rhetoric on dooming society (p. 1) and "'cruelly hypocritical" (p. 2) 
-- First sentence of Noncustodial section should say that "the needs and concerns (add: 

and responsibilities] of noncustodial parents are often ignored." 
- ( could go either way on comparisons to the GOP bills, but OUf approach should be 

standard across sections. '. 

III. MAKING WORK PAY/CHILD CARE 

I. Targeting: I think it's a mistake, when we'"are trying. to persuade young people to deJay
childbearing until they ar.e rea..dy f9T it, to f~w¥d OT convenience. very. y~ung mothers with "" , . 
~ildrcn, It makes more sense to target the assistance to the age of the child, as Head Start 
did ~- starting with 5-6', then 4~6, 3-6, etc_ ... 
~ , , 
i Child Care Workers: It's great that you mention this as a source for WORK slots, but is a 


A fraction of 5% all we'll have to ,spend On training them? .•. 
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WR -- TO DO 2.13.94 

Random Ideas 
-- Fraud hotline, bonuses to recips who identify. fraud 
-- Family development accowlts ..... 
-- Job: "child SuppOTt/custody mediator (missouri) 
-- Sanctions: Allow total termination of.bcncfji's.ifdeterinincd it won't hurt'kids (Md.) 
-- pay for performance in JOBS- . ~,'-~.- -_. 

-- possible alternative to tracking: paymentsin,3 con sec yrs 
-- require itddicts to gct trc~tl~cnt or lose ,b.Ct"fefits.---- " ""
-- Wmvcr authority?? -=:.=_. 
-- Time limit Drug SS! .-." 
Research .- 
-- How many due CS are on AFDC? . -- . _ 

-- Moynihml 1986'st~-d?' on dynamics of teen we}.~ar.e (Md or Missouri rcrerc-nee?) 

-- Arc kids required to attend school? 


Give NGA document to Be 

** Take full specs to Boca 
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February 13, 1994 

--. 

j:l.1EMORANDUM FOR WELFARE REFORM ,TEAM 

.' -, 

FROM: BRUCE 
-~, .. 

.... , 
SUBJECT: JOBS AND WORK 

, ' ..... 
Here is: another attempt to sum,marize the DPC/OMB/NEC vision of the JOBS and 

WORK program. 

I. Personal Responsibility: Preventing Welfare Dependency 

AU fe<.:ipients will be required to sisn (l Personal Responsibility Contract 1h<1t makes 
clC<lf up from the terms of theIr assu>lance _. what they can expect from govcmmcnt ,md what 
responsibilities will be expected of them in rctum, . 

'" 
'1110 I)crsonal ResponsIbility Comr~lcl mus! include the following cOIl,<1i1ioI15: 

1; lJllfront .Job Search: AppiicmHs must go through 30·60 days of supervised job 
search before receiving benefits. Emergency assistance may be granted in some cases, 

2, Paternity Establishment Require mothers to cooperate with paternity establishmen1 
as a condition of benefits. Reduce federal match to 50% for cases in which patcmity is not 
cslablislted Reqmre states to streamline paternity process. provide expedited hearings, and 
establish rebuttal presumption of paternity.. ~ 

OPTION l: Stat~umlion to reduce or delay benefits until patcmity has heen 
established. Limit good cause c:xccptionno lO% of Q-ut-of~wedlock cases (still subject to 
50% match), Goa! is 90% patcmity establishment for new blrths by U1C year 2000,· 

OPTION 2: Nali5.mai requirement lhal any mother who has' a child.one year nnCf 
cnaCtl1H..'lH of this law will"Rot he eligible for AFOC until piltcmity has becn cstablished, 
(I~mergency assistance available If delay is the state's fault.) _. 

OPTION 3 In addition to Option I or 2, apply patemity establishment rcqllircll1c.!nls 
to public housitlg. 

OPTION 4: In addition to ..Qntion or 2, require birthing hospitals ruld prt.-'1Ultal 

clinics which receive public funds to ill'k about patcmity:-, 

Cc} 

1 
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3. Teen Mothers :It lIome: Minor mothers must Jive ilt home and stay in school. 

Teens shouldn't he al10wed 10 drop out to have a child. 


4. Nn Additional Benefits for Additional Children: Ilreliminary estimatc,,> from ,New 

JCfS(.,'y suggest 10-15% reduction in additional childrCl1 born on ArDe \Visconsin projects 

$141 million in Slate/federal savingLfrom family cap over next-five years (OU! of $5,4 billion 

fivc--ycar total). -.-'-' ."",' .__., 

OPTION I: Natiotu!hrule: of no ~ldditionaJ benefits for additional children, with some 

of the savings used to mahtsure recipients receive adequate family planning informa~ion and 

advi.ce, and some of thesaviilgs used for a nati011al campaign against tecn pregnancy. 


Or-nON 2. State option 10 no longer provide additional benefits for ndditionul 

children. so tong as states also provide family pJimning information .uld COlUlSclil1g: 


OPTION 3; In addition 10 01)tio!tJ or 2, prohibit Medicaid rcimhursement for fcrtility 

drugs_~~hltc'on AFDC (currCfltly paid for m 40 states). ~"t, 


5. Rewards and Sanctions: Givc·states broad flexibility 10 condition AFDC grants on"' 

responsible behavior. a) requiring parents to make sure their chIldren arc imIlHmizc.d; b) 

rcqunlng teen rccipienHI and teen parcots 13-1710 stay in school (state oprion to reward them 

for doing so); c) ,~:quiring young parents tQ attend parentmg classes: etc. 


II. JOBS: Omnging the Culture of Welfare 

Our biggest challenge tS to' change cxpCC1atiofls for recipients and Cf!$c\\/orkers at the 

same time. As ..vc exp<Uld the JOBS program, we need to change the cullurc of the welfare 

office to rcwaid work and results. 


1. Perionnancc·Ba.1Cd Match: We need to change incCfllives withll1 the welfare' 
system to get peop1e off welfare as soon as (they arc job~rea.dy\ 


: ?t.i~~
. 
OPTIOK I: A declinmg federal match ~f()r example, 80% in 1st year, 70% in 2nd 

year, 60% in 3rd year; 50% in 4th year and beyond) that will encourage states to spend 
- money upfron( and reward states for moving people quickly into the workfurce. 

OPTION-2: in addition..!Q.JlQilim.l.. give stute,<; the flexibility to reduce benefits over 
time Tor long-term recipients. For example, a.state might have three tiers of benefits: olle for 

"''iecipients in Ule 1st 2 ycars~ another for recipients irl years 3-5~ and a thIrd for recipients sltll 
on' the rolls after 5 years, ...!, 

-' 

2••Job Placement Bonuses: To change the culture of Ule welfa.re offl.ce. we need 10 

reward those who fOld people work and help thcDl stay therc_ 


... - .OPTION 1: Set aside 25% of JOBS money for Job Placement Bonu~cs.~..To qualify 

for the money, states !l)Ust design u plan to reward (;~scworkers and piaCCmc!l1 firms Cor 


http:welfa.re
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~uCCC$sful job placement and rctl.'T1tion. State p\;:UlS would require HHS approval. Bonuses 
would only be paid if former recipient wao; still on the job 6K9 months later, and might be 
limited to placement of rccipH..'t)ts on the rolls G months or longer. 'inc bonuses could be 
used for recipients in either the JOBS IHogram or the WORK program, 

3. Choice and C()mpetition.:~ln a 1Jmc-limited system, maJly welfare recipients will 
--want.·to·.~rriovc ofT as quickly as possible. We should follow the Labor-D"Cpartmenl'S·.- Workforce Security model in two areas; a) by creating Charter Wt:lfuro Offices~ nationwide 

~.,qr .9n a demonstration basis, which would enable Project Match and otfH:q!~9gram.~ to 
compete to become JOBS progmms~ and b) by ensuring that welfare offices provide recipi(..'t)lS 

--WIth COnSumer lytformation. on the job plllcemcnt records of the vllriolISp'rograms and scr';;ce." 
available to them .• " . _. 

4. Everybody Does Something: 'Ille defmition of activities can be flexible. but 
,everyone in the JOBS program has to do sOl11cthin.g;from-Day One. In general, it is beHcr to 
limit the number of extensions <Uld phase in age g'iO~I)S more slowly than to let the size or the 
cohorl Jllctate a lo.o~er extension policY: "'No ~d!.!ferrals" -- everyone must be pnrticipating i? 

. some way, 

5. \Vorn ....irst: S.~al~ oVlion to requite \-\lork or communily service at any time in the 
1013S ,program, eve'll for those in training National requitero.~l'l that anyone who is deemed 
,job-ready be rcquired'to work right 'away~' Similarly, anyone who coml."'S. back onto the rolls .. 
employable should be required to work. even if they haven't reached the time hmit. 

6. Any Job ls a Good Joh: Anyone who is offered a job at .any time on Aroc -- in 
the JOBS program or the WORK program -- must accept the joh or lose eligibility. 

7. SanC'tions: APWA recommendation 10 impose 25% sanction of A FDC ID1d Food 

Stamps for non~compljance. Ev(:n that won't be enough to change behavior. 


8. Job Search last 1110 last three months of the two-year time limit must be spent on 
supervised job search, Recipicnls must Inke iii job jf offered ., 

III. WORI(, Not Welfare _. 

1. Guarnntee n .Job Offer, Not a .Job:~·Thc WORK program is not H guaranteed job for 
life; {he only gU:lfl:l,utec is th,,:: recipients will be offered a iob .~ in the private sector, in ,;:j _ 

,subsidized public or private'seetorjob, or in community s~rvice. Anyone who is offered'a 

job tn the private sector must tnke it. 


..,. 2. let dlC States llecidc: The only way to make the WORK program work is to give 
st,ltes broad discretion in designing and administering it., We don't know the right answer, so 
we shQuld let them cxperim~llt: 

3 
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a. WORK Progmm Block Grant: Local job markets vary dramatically, I.md 
different stales will have different nccds. -1l1e WO~K program will provide 
states ::1 lump Sum for each WORK-mandatory individual (Illchtdmg thai 
person's benefits), which will be L'f'Iough to help pay wages, child care, and 
perhaps limited administrative costs. States will make money 011 some 
recipienls and tose money on others. States can use the money to. find, 
subsidt'zc, or create j~bs, -. StateS wiij"be-expected to set up or ~nake usc of 
governing boards with f'eprescn1ation fro";; government, business, and labor. 

. " ...~.--
b Set l1wir Own.Time Unlit: EvelY st~:tc $houJ,q.'bc rcq~ired to provide 

WORK positions 1'0 recipients for at least 2 years beyond the time limit. 

Beyond that, states could choose to: I) p~ovide WORK 510ts indefmitely; 2) 

end WORK after"2 yems (4 years total on wclfare): with 50l11C basic safelY net; 

3). make the WORK program voluntmy, with sam"e benefits for those who .. 

choose.. t.Q,work;"but dramatic [50+%) reductioll in bcnefits for tho~c who don'!, :;::::¥d: 


. _Long-termers wiH still qualify ror Job Placement Bonus" 

c. Set l1H:ir Ov.'n Wage$.: If we gave states the~'f1exihility to set differential 
beneftt levels for short- and long~termcrs, they could also determine their OWll 

wage scales for WORK jobs. . 

3. Prh'aU; Sector Subsidies: Wage supplementation should be made caster and·· 
encouraged. State {mtion to use both Food Stamps and A FOC to subs.idize private Sector 
jobs. ;md to cnicuJate botl; in determining wagcs and minimum hours of required work. 

4. JolrReadiness Standards: State oPJ.!pn to dem<Uid high standards from recipients as 
a wny to increase employer cnnfidencc. For example. the WORK program could require drug 
testing and other bllS1C job screens" Anyone who is fired from the WORK program should get 
one chance to come back, not severaL 

5. Spell Out Where the .Johs Are: When we propose legislation, we should make clear 
where the \:VORK jobs will be in Ihe public and private sectorS: ~ • . . 

n. Cbild Care: Option 1 u awaru the IV-A child carc money for JOBS and 
WORK participams to the WORK program, which can usc the money to set 11p 
$ilo care cooperatives staffed by participants in the WORK progrmn. 
option 2 -- give JOBS and WORK purticiparns vouchers and a choice of cRild 
care providers, but require those provldcrs to hire ll,ccrt<iin perc(''11tage of 
WORK panicipantl', . 

b, I lousing: Require public hOllsing authorities 10 spend a ponion of thoir 
hou$.ing rehab money to hire welfare rccipi("llts, \\'ork with construction unions 
,10 dcvelop nationwid~ npprL'flticcs!np program for residents of public bnusUlg_~ 

4 



--

c. Child Smmon Enforcement: Missouri W.illt;; to, use ArDe I'Cciplt.'tllS as child 
support mediators, They would also make excellent ,enforcement mvcstigatoril 
to relieve the crushing hurden on chiJd support caseworkers. 

d_ Other Federat Inithuivc,'l ~:. Bead Start, immunizations. lcad-paint remuval. 
E~.lp'_owerment Zones, famjJVJ)reservatlon_ We need a solid estimate for cach. 

- . 
"" ........., -.. ",._-"., ._. 


c. Pnvste sectotcnmmitment,'l; We should require that at least 50% of~{he -
WORK siots be in the private sector.--"-w__ _'-'-=-..._.__ - . 

6, Mixing-Work .md Welfare: We should encourage recipients to work, but at soule"""-" 
point, we should encourage them to leave the welfare system. -

+ a. Count the ElTe as income fo; AFDC pUIl~: Once we have adVtulCc 
payment of the EITC. it will be income, 

-"" b, A time limit on mixing_work and' welfare: -'Ibe clock should slow down for 
recipients who"work, but it shouldn't SlOP' altogether. Perhaps a 4-y,ear limit. 

, 
c. Limit enm~back to 3 months: The purpose of eaming bnek 'eligibility should 
be to allow a bnef cushion in hard times, not welcome people back'onto the 
welfare rolls, Ko one who has left welfare should be able to earn back more.
than 3 months of eligibility at ::UlY time . 

. .' 

. 
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l. 	 Advance payment of the EITC 
2. 	 Liberalizing the assets test/Conforming Food Stamps and AFDC filing 

units" or orher program simplification 

3 .. Services to--non-custodial parents 


4. 	 Up front job search requirements 
5. . Participation rate and federal match rate assumed in JOBS-
6.· 	 Participation rate and federal match rate .assumed in WORK -. 
7. 	 Treatment of part-time work 
8. 	 Exemptions 
9. Sanctiont ~

J O. Time limiting the WORK program and providing an in-kind safety net 
at some fixed percentage of current benefits 

I I. Whether additional time on welfare can be earned once a recipient 
leaves the system 

12. 	 Capping administrative costs in the' WORK program at a different 

level assuming more will be borne by employers 


13. 	 Eliminating the 100 hour rule. the quarters of work test. or ·the state 
option to provide benefits for only 6 months for two parent families 

14. 	 loteraction costs with SSl. Food Stamps, Child and Feeding Programs 
15. 	 Systems Costs (i.e., AFDC Iracking. WORK program and 'CSE) 
16. 	 Fraud 
17. 	 Child Support assumptions 
18. 	 Child Care assumptions 
19. 	 Demos 

"1\0, 



WELFARfJWORK IDEAS 

February I I, 1994 , 


Job Search First • " 
Declining match 90 151 year, 80 2nd yr, 70 3rd yr, (,Q 41h yr. .. 


(applies only to new applicanls) , .-•. 

20% of JOBS S set aside for bonuses to placcm~nl fimls and- caseworkers. 


year 1; job search followed hy training 

year 2: joh search followed hy pJrt-time work at state ()ption 

year 3: job search followed by work or no benefits 

year 4: job search followed by work or no benefits .,.....' 

year 5: job search followed by voluntary work or reduced benefits 


-- state option to make work program mandatory 
-- people still eligible for placement bOllus: at any time 

phase-in 23-25 & up in 95 or 96 :::. 2m phased-in; 300k in work 

~- don't phase in beyond age 30 


size of JOBS/work program: assume max of 25m pha.~cd in 

parallel program for DADS? 

~~."<' 
f$.1\. • "'f1i" 

G1fC ......~C~ ..... 

-J <l> \. ~...".J,... I" r 

", 

.... 
• 
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Stemming the flow on to AFDe 

.. Job search firSt -"Child support cnfor~mcnt 
'EITClHcalthcare 
Additional childcare for working poor (could score as'savings if used as jobs) 
·No citizenship for children of illegal entrants to U.S. 
·Paternity requirements in tp,c.dicaid p1us 
"State bonus-match rate-for cases1in first 2 years with palcrnity 
"'Rebuttable presumption of fatherhood with DNA testing 

Incrca.<;ing tbe flow out: 

·Sonus for placement (Designed to score as savings, cg through larget!ng on first time 
cntranl<> under 23, bonus increases with number of months on AFDe up to 36) 

"'States can count federal monies (cg. CCGDB, mcdicaid f hcadstart, PHA 
modernization, ctc.), against welfare benefits if paid to provide temporary 00

lhc~j~b-trainjng. ,.... 

·Everything counts after 3 years: Cap on federal dollars paid to AFDC recipients at 
the poverty level. (For example, if a famUy receives Af<"DC the total of 
child support, earnings, ElTCt housing. LlHEAP, food 'stamps, general 
assistance, etc. cannot be greater than $11,(00) 

.. Federal match falls after year 2 to ?? After year 4 it falls again, 

., 

.. -



Federal Responsibilities 

• 	 Make work pay - Only the federal govcrtment can set up the rules of the game 
(taxes, health, daycare) 00 that wOrking is a sensible choice for a single parent. . 

o 	 Hold mothers aDd f.thers equally responsible for supporting Ihe chlldi'.n they 
create - The federal government can require the non-custodial parent to contribute to 
their child's support by tracking across state lines, fOrfeiting tax rebates, allowing wage 
garnishing and ultimately requiring the non-custodial parent to work, 

-~,,' 	 - - .~-

• 	 Enforce immigration laws - Require all parents present at birth to provide proof of 
legal entry and residence in order to obtain a birth certificate for the child. Children 
will f£.<;civc only a "notification of birth" until proof is ,provided. ChHdren of iU.cg.1.1 
aliens should not become citizcns--thcy should be deported. . 

• 	 Transitional support - Any of us may be down on OUf luck for n little while and 
need a hand up_ A<> a nation. We should insure ourselves and our children against 
temporary difficulities. The goal should be getting back to work and having a long 
term plan for building skills and employability through work or education. 

Up to two years: Training (eounscUing, placement, and skill buHding services) 

Up to two years: OJT (communi1y work experience or subsidized private work) 

Thrce~years maximunl Training plus OlT. " . 

Lifetime access to learning while working (One stopllncome contingent grant). 


• Post-transitional maintenance - Once we have provided all of the above, our DIlly, 
responsibility should be to support children, No federal dollars should be paid to raise 
families above the national poverty level after they have been on welfare for more' 
.than three years,. States may require both parents to wo~k in exchange for benefits. 

State Responsibilities 

• 	 Maximize number of paternities - Only states can implement a system in hospitals 
or through medicaid which maximizc.~ the number of paternities. Not every individual 
can be held accountable for paternity. 

• 	 Maximize number of child support orders - Only smtes can make the pr{)C(':&") of 
getting a child support .order streamlined and automatic. (Is that Hue?) 

• 	 ~i'iudmiz.e the: number of people' who receive job offeN, who hayc long term 
sucCess plans, and who leave welfare as early as possible. 

"' Minimize the number of people who hit the time limit and""arc unable to support • 	
, 

themselves. 

• EnfoI:"ce a cap on the total benefits paid to AFDC parents after three" years. 



• • 

Decide whether a work requirement at that stage is worthwhile. \ 

Individual Responslbilities 

. ~ 

• 	 MOIher must identify father (or set of likely fathers) at time of medicaid birth, 
application for AFDe, FS, etc. ' 

- • Fathers can be held liable for child support unless they cooperate with DNA testing 
and it proves Iicgadve paternity: '''~'.' 	 ~.....,. 

Par,cnts must show proof of legall&5;idcnc.c at birth in order to oblain birth certificate 
for child, 

• 	 Non-custodial parent muSI pay Of work, Wages, ta.x rebates, or any oi~cr federal 
payment caIl""'be garnished and remitted to ,child's caretaker, .....--... 

• 	 Custodial parent is expected to work at least part-lime us SOOl1 as possible (except for 
high sch(}(~t students.) Those who are in trainingl college, etc. arc still expected to 
work at least 10 hours per week ASAP, 

• JOBS program participants should have a menu of providerS 10 choose from. Since 
the;: have only a limited resource {J' yes), they should have a'"say in-how to sPend it. 
The money must follow the CUStomer choice. 

• 	 After three years of training and OJ1', the parcnt may not collect mme than the 
poverty level in assistance While on AFDC . 

.' 



Gerry Whitburn, 2.11.94 

family cap 70% 
1m to counties for creative family planning needs and reqmts 

-- MOU with every understanding with new recip 
-- teach county work~rs sex education 
-~ ma~l twice a year descriptive info family planning 
~-. face to face assessments twice a year/ must talk about it 

birthrate 8% reduction -- $235 million/ S14J... - 60 ste'ie, 80 «1 
federal over 5 yrs; 5.4b over 5 -- 4% redu 

-- pay for performance in JOBS program 
-- 'mandatory upfront ,lob sea.;:sh for 100% -- pause 30 days 

-- lagrande OR - 
-- divert a ce,rtaln group! 


child support enforcement 
streamline paternity establi.shment: hy.pocrisy of 

arrearages; 49%: didn't w~nt to do at same time as family cap 
-~ trouble with professional license 

NJ -- QO spike in abort~ons. 10-131 since August 
fewer babies, not,pay benefit, 1 yr less on 

8th highest to 31st, 19% 
economy,.. ,. . . ~~ 

-- every county is down; 70% are down 30% or more 
-- regenerating the stigma 

40% of longtermers had 1.4 babies 
13,000 babies for 
FRAUD ••• 
~- finge~printing 

Children 1st... 

-- doubling of child support collections 


Declining benefits 

-- for those who are able· bodied, benefits must end sometime 


jobs performance'... 

-- r~¥ire federal aeproval of bonus plan 


charles murray .•. jfk message to congress-re welfare - . .. 
welfare-shouldn't pay for graduate school and masters degrees: 

40 states pay for fertility drugs -- if you1re on AFDC 
Wise had 59 AFDC recipients last year 
3400 Norplants last year ... 

-. until 1990, you were required 

1950s increased -110k. 17% (Calif 5x that in 2 yrs) 
1960s increased SOOk, 100% 



26 wks of UI·vs 2600 wks -- which would you choose 

no money for teens -- will turn people to prostitution 

diminishing benefits 

25%'" sanction i::l not enough-
2 yrs and off vs 25 years is too 10ng_ 

charles murray -- another book on 1Q 
~ --"""

stigma ... = why murray is so effective 

any jQb. is a good job••• whe£g dQ wigs hire their 59-II/br jobs? 
F::t.:om the ranks of S§.:::.8/hr jobs. 

1962 . 14% of reclps had work; now it's 7% -- 93% aren't doing a 
damn thing. 

our proposal requires work after month one if someone is job
ready. to 
work 

earOing benefits back is bu11shit -- it's a crutch.-=- 35'5 of people accessing it over 10 yrs ..- .. 

608-831-7151 (H) 

" 

."(". 
" 



E X E CUT I V E OFFICE o F THE P R' E SID E N T 


."
09-Feb-1994 07:40pm 

TO: Isabel Sawhill 
TO: Kathryn, J ~ . Way 
TO: Paul R. Dimond 
TO: Bonnie L. Deane 

FROM: Bruce N. Reed 
Domestic Policy Council.. 

SUBJECT,: Making WORK work 

The more I think about our caseload projectLons and the prospect 
o"f 800,000 people in public, sector job slots for life, the more I 
fear we're headed for political disaster. I'm not worried that 
Congress would_a~tually pass stich a program -- they couldn't pas~ 
a stimulus program to create real jobs, so why would they pass a 
makework jobs program~for people on welfare? -- but, I am afraid 
that this administration might make the mistake of proposing it. 
If we do, we will soon see our allies vanish: the moderates won't 
want to spend that kind of money, the OOPs w~ll th~nk we're being 
too generous, the left will think we're being mean-spirited,· and 
AfSCME will use every resource to kill US~ 

So, we need to come up w~th an alternative plan unless we want to 
go down w~th the ship. Paul, Bonnie, and·l have been discussing a 
few opti~n.s that~ could save money and save face: 

1. Require that 1/2 the work slots be in the private sector. 
Subsidizing a private sector job l,S" sure to be cheaper than 
creating a public one, b/c there will' be no administrative costs. 
The average welfare benefit (SSOOO/yr) is mor"e than" enough to 
subsidize a full-time minimum wage job, let alone a 20 o~ 30 hr.B 
week job. (We'll still have to pay child care n6 matter where the 
slot Ls.) ThLs option would c9m~ as' a great relief to AFSCME -~ 
and also to state govts/ which want no' part of publiC jobs 
programs. We could even include. som·e kind of waiver provision for 
high-unemployment cities that reiilly want to create more public 
jobs. Not many would take~us up on it. . 

2~ At the same time. require that the other 1/2. of the work slots 
be I~areas where the federal govt is already expandi~g_spending: 
child care, Head Start, Empowerment zones, hOUSing, etc. This has 
the double benefit of saving money we don't have to spend twice, 
and ensuring that we don't displace existing public sector 
workers. The states wquld like it ble these a.re all" areas where 
the feds are already picking up most of the tab, so we won't be 
dumping them with some costly new CETA program. Moreover, doing 



- -
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this would save us so much money we could even give a little 
ground on the wage issue if we wanted. We could afford to pay the 
prevailing wage for child care workers so long as we're paying it 
to the same ~ople we!re trying to move off welfare. 

Belle, can we cost out such a proposal? Maybe we could get a time 
limit for. the privete sector subsidies~ at leas;t--- although, I 
think we should also fight for an overall time l£mit on the work 
slots. 

Of course, we still need to fight for all our measures that will 
keep people from going on in the first place -- paternity 
establishment, t~en pregnancy prevention, jOQ_ search. And we need -¥ 

a way to move people off quicker, whether' it's bonuses to America 
WorkS style job placement services or a state option to phase in 
the work requirement even sooner. 

. . 

• 

.
' 



E X E CUT I V E OFFICE o F T fI E PRE SID E N T . 
09-Feb-1994 07:46pm 

TO: Isabel Sawhill' 
TO: Kathryn J. Way_ 
TO: Paul R. Dimond 

---.- --..·-TO: Bonnie L. Deane 

FROM: 	 8:x:uce N ~ Reed 

Domestic Policy Council 


SUBJECT: 	 Cash for,.. Addicts 

Belle, we need to look hard a-I; possible savings in 58I from 
cracking down on fraud and abuse in the SSt drug addiction and 
alcoholism program. You may have seen the story in the Post about 
Bill Cohen's study finding $1.4 billion/yr in waste, and the 

- Dateline report last night showing footage of addicts walking out 
of,.. the welfare office and· using the_money to buy drugs. 

The natural inclination at HHS will be to say that these addicts 
are very deserving, and cutting their benefits will put their 
children at risk, etc. But we ought to be able to propose a time 
limit for cash benefits, or an ATM card that prohibits fraud. 
We can keep paying for their treatment' without paying for ·their 
habit~ 

One other thought: has your staff analyzed the House GOP bill to 
see whether we can squeeze additional savings beyond HHS's numbers 
on immigration, paternity establishment, substance abuse, etc.: 
That would be helpful as we" lay this out for the~President? 

'" 



E X E CUT I V E Of'FICE o F THE PH E SID E N T 

• 

TO: 
TO: 
TO: 
TO: 

FROM: 

SUBJECT; 
'~ 

lO-Feb~lg94 05:53pm 

"'~-Kathryn J ~ ...Way 
.• Isabel Sawhill 
PauL~R. Dimond 
Bonnie L. Dearf/!F- .-,,____. 

Bruce N. Reed 
Domestic Policy council.
WORK Alert! 

-David agrees that welve got to wrestle 

utility ... public housing is big user of 'energy 

lead paint abatement ~:. 

insurance cos. to set up non-prof2ts. Home Insurance Co. $25 out 

of every sale they make in public·.housing.
. ' 

$2.8 bill for housing renovation ... 

ad gorman sc~ool to work to university 


" 

indianapolis ... building trades agmt with pic/jtpa/building 
trades/ 200 people a year for 16 yrs 98% placement rate ... 2700 in 
LA ... some came back and taught in the program..• 

up£rQnt stIpend •.. tools for kids .•. need help saving $ to buy a 
car, blc transp is key to construction industry ... 60% of 
journeyman's wage .. ~ $12/hr .. ·: 

expand-in the south .•. self-reliance, rnacho,.black women·; 
how do ~e build upper' body strength for women ... 

•~ talk to cisneros•.. quali~¥ corporate sponsorship 

we missed the civil rights movement~ .. 

white paper ... 

national·.non-profi t foundation to run this problem ... broad 

coalition ... 


.,. - joe, shuldiner.. . likes it 

S100 m/yr ... jumpstart training ...• 

1000 per city per year 




E x E C U T'I V E OFF ICE o F THE PRE SID E N T 

fO-Feb-1994 lO:41am 

Bruce N. Reed 

FROM: Kathryn J. Way 
'W~--:- -Demestic PoliCY CounCil 

cc: . Isabel Sawhill 
cc: 
CC: 

. Paul R. Dimond,..
Bonnie L. Deane 

SUBJECT: RE: Cash for Addicts~.~J. 

Bruce--Good thoughts on ,two important issues. ~! me add my concerns to each. 

_.. 581-- We need to look at coordination of time limit requirements between 
AFDC and SSI. If not States will move their substance abusers and other 
"marginal" disabled clients to SS!. Then they will have no state '$$ 
requirements and wonlt have to include them in the participation rates. The 
child-only cases will climb' even higher. Right now the two programs are in 

. conflict. Now, the incentives for 551 encourage you to use drugs. Once you s
top you're no longer eligible for SS!. Of course, we are not monitoring that 
program very well and in many cases the physical damage done while abusing 
drugs/alcohol has created a physically disabled person. There are no time 
Jimits,on this t' e of eli ibilit i currently. sO.people continually go 
t rought t e re a recovery revolving door. I think one more conversation on 
ways "to coordinate these two programs would be helpful. Of course, some time 
1inits on this type~of disability would also result in some add~tioal cost 
savings. 

_~WORK--Agree that a public works program,lor 800,000+. is not attrative to 
propose, forget whether or not it will pass. Targeting child care. and home 
helath aides in particular makes good, sense. I would prefer to not have these 
count in the WORK program, rather be "private sector " jobs that will give the 
client job stability and the,EITe in addition. Child care wages and home helath 
aides wages are ·at. the very low end of the scale. Seems if that CQuld be 
combined with some EITC S$ it would be a real boost to the child care industry 
and assist wi.th seme job stability in a field where there currently is none. 
THis could also he1p.moving people 'l o £fl1 before the two years are up. For' the 
WORK program, I thihk we have to let the states come up with the answers for the 
most part. I think we have lost sight 'Of the notion that our efforts are to get 
people off BEFORE two years~ If we use the child care~ home health aides and 
some MUD jobs we can show some results early_ Tnis will also require the, 
welfare offices to be prepared to explain to clients the advantage of leaving 
early I EITe and saving some"months of welfare" for times of emergency. 



I 

, 
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Two more th~ngs~ on the work for wages, Mike mentioned we have to build' 
in some "slack" for people who have transportation, .child care problems etc. 
think that is exactly wrong. The purpose is for people to experience the real 
world of work. JOBS counselors need to work with clients before they take those 
jobs to explain back up plans for emergencies and how to talk with employers 
when an emergency does ar~se. Rememb~r the lady from Marriott who talked about 
clients thinking a sick day was""ap'propriate....because of a headache or cold~ 
Finally. we have to talk about forever excepting part time work as O.K. It is 
one thing to allow people currentl~ working part time to continue for some a

~1!lOUnt of time until 6 full time position is-",ava1'~f.maybe 4 years or 3 years) 
but,to allow people to meet the requirement by obtaining a part time position 
sets up different problems. If for some reason health reform does not happen 


. the way we envision it, a greater number of employers will structure part tiern 

~work for entry level. Recipients will continue to '~receive welfare, medicaid ar;d 
.in addition they will never accumulate pension benefits, etc. 

That's it for now. 

....... 


-, 
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E X E CUT I V E OFFICE o F THE PRE SID E N T 

"iO-Feb-1994 12:35pm 

TO: .--. Bruce,. N. Reed 

FROM: ~~'~':_ 	 I ~,abel Sawhill 
Office -of-"::Mgrwe and Budget, HRVL .----~ --"'

CC: 	 Kathryn J. Way 
CC: 	 Paul R. Dimond. 
CC: 	 Bonnie L. Deane 

SUBJECT: 	 RE: Making WORK work 

I've been worrying about the caseload projections, too. Yesterday, 
I met with my staff and they pretty much convinced me that we 'ore 
not talking about 800,000 but rather about 1.5 million WORK slots 
(and this excludes the part-timers, people with children under 1, 
etc'. ). I tend to. agree with HHS that there won't be inis many in 
practice but there will still be.a lot ..and we won't be able to 
convince CSO or the Jason de ParIes of the world about a different 
scenario. 

With respect to your proposed solution, I think it has the right 
feel to it, and we'll be glad to try to cost it out. But here are 
a few issues to consider: 

1. Will private sector subsidies work? The TJTC (which includes 
welfare recipients as one target group) doesn't have a great 
record of success. (Moreover, Reich has made a number of public 
statements to this effect.) Suppose the private sector doesn't 
absorb half the caseload? Under the Youth' Incentive Enti tlement
Program of the late 1970s, employers were offered 100% wage 
subsidies to hire disadvantaged youth and very few were willing to 
p~rticipate,. On the other hand, the plan might work .Jf one 
combined finacial inducements along with appeals to business to do. 
their part to help "end-welfare as we know it." . 

2. Are there enough low-'skilled jobs associated with the expansion 
of federal spending 'that welfare recipients could' fill? We need 
some analysis of where, specifically, such jobs might be, and what 
the consequences ~ight be of filling them with former welfare 
recipients. 

In thinking about the problem of trying tocreate so many jobs, I 
keep coming back to the need to·guarantee people not a job, but 
the offer of a j2b. Last night I read the draft specs for the wORK 
program, and I was horrified by the extent to which we seemed to 
be going through contortions to give people second, third, and 
fourth chances. A better approach, in my view, would be to pour 
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lots of money into helping people find jobs that already exist; 
give them some moral and practical support while they are . 
adjusting, create a limited number of jobs along the lines you 
suggest in areas where private. jobs are genuinely scarce, 'but then 
be prepared to really end welfare it this doesnlt work~ If welfare 
is to--be a second chance and not a way of life, then the' same 
needs to be true ot workfare as welL·-·-··~-

What I really dislike is the idea that st~tes_~ave to create a 
·--carcta:H:t".number of work slots. I would much prefer ;to·'Q.:EVJ~.:'tQem 

,f}IDds tied to-±:heir suc~n fjnding jObs t:2-~ peo2~~ We should 
simply say that we will reimburse them for 'every person they maya 
off the 'rolls. whether 1n...£0 a public or. private -1ob t ' an:!,.leave it 
up to them how they do th~s •. If the job-finding/work creating 
bonus were, say, $15,000 per person; and states and their 
communi ties were allowed ,-t.D_e flexibility., to use this in any way 
they wished, my guess is tney would be creative and they would 

. succeed. They would" make money on some people and-lose them on 
others. (Some people would find jobs quickly; others would ,remain 
on assistance. but at state expense.) The only federal requi.rement 
would be that they couldn't leave mothers and chi.ldren ~e$titute. 
Either they find peopte jobs or they provide a state-funded safety 
net. There must be some number (.li:K:."e, $15 t 000) that would make the 
states willing to sign on to such a plan and that would be cheaper,. 
than an unlimited workfare program. I will have my staff play 
around wi-th this a little more . 

. 
-

, 
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THE WHITE HOUSE 

WASHINGTON 

February 22, 1994 

MEMORANDUM 

FROM: 

FOR BO CUTTER 
GENE SPERLING 

BONNIE DEANE 
PAUL DIMO~D. 

" 

WELFARE REFORM 

-
Summary: As you know, several agencies are concerned about the 
current state of the welfare proposal and the inter-agency 
process for reaching closure. The chief concerns of '. the economic 
agencies and work~ng group members are summarized below. In 
addition, we have attached a memo from Bruce Reed to the senior, 
staff at HHS summarizing specific options which certain White 
House offices (Ope/NEe/OMB} would like to keep on the table 
during the next round of working group and principals meetings. 
Also attached 'is a char.t showing our best estimate of the 
timeline for dec~sionmaking. 

Next Steps: We can arrange a time for Belle and Bruce to brief 
both of you together with Larry Katz. You may also want to 
invite Roger Altman to participate in the briefing. 

Issues: 

.. 	 Gene and others have argued that t,he President t s welfare 

proposal must look and sound tough on day one. Either we 

start tough and let others soften it~ or we start soft and 

let others toug~en it. Gene (the world's greatest softie) 

would prefer that we start tough. As the speci'fications for 

legislation have been developed, HHS staff have eroded most 

of the toughness of the plan in numerous little ways. In 

Bruce's attached memo, h~argues for the inclusion of tough 

options, (e.g. no separate apartment for. teen mothers on ~~ 


welfare and no.,.increase in checks for having a baby). 


• 	 Reducing the flow of new applicants into wel.fare and 
increasing the flow of welfare recipients off welfare is the 
most important good-policy ~ low-cost issue. 'In addi. tion to 
us, Belle, Bruce., and Heather are concerned that the working 
group will present a plan based on an assumption of caseload 
expansion continuing at its current rate because the CBO , 
won:t score beh·avioral-change. At the end 'of 'the day~ if we 
cannot argue that our policies will reduce the number of 
~le on welfare and ~he costs 9f suppor~ing them, who will 
~elieve that we" have refqrmed welfare? 
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Three main factors are likely to affect the flow rates: 

Message: There is some preliminary evidence that a 
tough message reduces the flow onto welfare while a 
kinder message of he~p" and training can increase the 
flow even ~£ the-Bctual policy framework is the same. 
This.make us extremely vulnerable in 1996 if our kinder 
message dominates and the caseload swells. We must 
ensure -.!~~t:, our. message centers on a tough parental 

. -responsibility (gover:.nments don't support children, 
parents do; deadbeat dads will get caught, and defer 
having children until you can support them). ~~ 

'" J:;o. _" • > .-Il"" 

Illegitimate birth 'rates: Without strong action to 
halt the illegitimate birth crisis, we will have little 
credibility with the public on reducing welfare rolls. 
Almost all of th~ dramatie increase in the welfare 
caseload in the last four years can be attributed to 
the increase in.earlYI out of wedlock childbearing. 
Furthermore~ some analysts claim that over half of the 
total costs go to support mothers who began welfare as 
a teen parent. Anyone who is active' in their 
community, even business, is. aware that. this issue is 
the heart o'f the problem. 

Direct actions to reduce the caseload: For example, 
upfront~ supervised. job search before signing up for 
welfare or letting states reduce or eliminate welfare 
support for the job-ready adults after four years would 
have direct, easily scorable impacts on flow rates and 
caselaad siz.e. 

• 	 Gene is also very concerned about the entitlement offsets in 
the budget. Naturally, we are scraping the bottom of the 
barrel for cuts to fund anything. To find entitlement cuts 
in the HHS budget to fund welfare involves some very 
unpalatable choices between one group of poor people and
another. Many of these issues and ideas are already 
ieaking. to our great embarrassment. One alternative to 
cuttIng other programs for the poor is r~_ducing the cost of 

"~ 	 Wel;fare Reform program itself. Which leads to the next 

issue ..... 


• 	 Belle Sawhill l Alicia Munnell Joe Stiglitz, and Larry KatzI 

have expressed grave concerns about the unwillingness of HHS 
to share cost estimates associated with various policy 
choices~ While HHS is justifiably concerned about leaks. ... the lack of cost data makes an intelligent di'scussion of the 
policy options difficult~ We all agree that we cannot 
afford a solution which is not driven by cost 
considerations~ Yet, we a~e not providing some of our best 
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policy experts with the relevant cost information. How can 
we get t'heir advice on how to balance cost and policy trade
arfs? How can they help design a program for re-employment 
and work which is driven by cost conSiderations w1thout~cost 
estimates? ' 

• 	 To the extent that these experts can judge the costs on a 
back of the envelope basis, they are advocating several 

.~ - ..~ ideas which save money and are good policy ....-·Bruce I s memo 
--~ ~ ~outlines many of these n tough love" cost savers ~- . There 1:9 

resistance by the HHS staff to include these ideas. ' 
For example! ~ 

Mandatory supervised job sear~h before signing up for 
welfare. This may provide scorable savings of·up to $2 
billion over 5 years. 

,Minor mothers cannot have independen t s"tatus. I f they 
cannot live with parents z they must live with another, 
adult guardian who will teach parenting skills~ . This 
saves money because their welfare checks will be base'd 
on their parent's income or AFOC check* 

.- Count the EITe as,income for AFDC purposes. Once the 
EITe 1s paid in advance, it should replace AFDC as a 
non-stigmatizing support ~ Encouraging fami'lies to 
collect both will undermine support for the EITC. 

We can employ people off welfa're in the jobs we will 
create with new federal money in child care~ health 
care. child support enforcement, housing refurbishment, 
etc~ This dramatically lowers the.QOst of a public 

, . 	 sector jobs program, allows communities to help 
themselves more, and clarifies "where the jobs are" for 
concerned unions and other interested parties. 

Bruce 1 s memo contains many more tough-love and cost 
saving policies. 

, 

.. 
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• 	 Alicia, David, Bruce, Bel1e~ and others are very concerned 
about the provision of work AFTER THE TWO YEAR TIME LIMIT~ 

-Phase-in. The rate of phase-in affects""the number of jobs 
needed at the end. Slow phase-in would be easier to fund. but 
looks less like an end to welfare:" . Star'tini{ 'wi th those under 24 
could be'the right compromise. It all depends on the numbers. 

-Job Quality and Length. Putting_people to work in anything 
better than workfare or make-wot:'k.-jobs is"'very expensive~ Most 
of the senior staff agrees that we should provide better quality, 
real jobs right after the time-limit for up to a maximum of two-.... .... ..-
years. Paul, however, believes that a one-year work program 
would be more feasible, effective, and likely to launch workers 
into the private sector. There is significant disagreement about 
the extent to which subsidized private sector jobs can be or ~"... 
should be an alternat1ve to public jobs. The deepest 
disagreements~ however, arise over what to do after two years on 
welfare and one or two years of work: 

a) . Return to welfare as we know it. (Maximum cost) 

b) .Let individuals return~.to welfare or the JOBS program, 
but lower the state match rate for long term cases so that 
states try harder to get people off welfare sooner. (Less 
cost; but it may be an unfunded mandate) 

c) In addition to option b, allow states to ,reduce benefits 
for the job ready adults still on welfare after 3 or 4 years 
but exempt a certain number of people who will never work in 
the private sector. (Minimum cost, allows states a way out$ 
and provides an exem~tion for cer~ain individuals.) 

Assuming that. CBO and other commentators will not give us any 
credit for changing the behavior of welfare recipients, deciding 
between 6. h, and c above will determine the steady state costs 
and the ultimate size'of the p~bliC'jobs program. 

," 
-Unions and others are concerned about displacement. Strong 
anti-displacement provisions tend to leave make work as the only 
option. Yet, without d.isp'lacement provisions, critics will claim 
that 	welfare reform will drive people fro~ jobs and onto welfare: 

-Bonnie and Paul are concerned that none of the design features 
for the JOBS or WORK programs will help if the flow on and off of 
welfare in the first two years i5n f t drastically changed. We 
will 	shoot ourselves in the foot in 1996 and 199B if our welfare. 
reform proposal serves only to increase the attractiveness of 
getting on welfare. After all, wouldn't lots of people want two 
years of free education and training (with daycare included) and 
then 	a guaranteed job afterwards for two years or more, 

http:return~.to
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cc: Bruce Reed, Larry Katz 
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February 18, 1994 
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-MlfMOMNDUM FOR WELFARE REFOR.M TEAM 

fROM: BRUCE 

SUBJECT: JOBS AND WORK 

Her" is an attempt to summarize the DPCIOMBiNEC vision of the JOBS and WORK 
program, and where we stand on thefey que~tions. Please include these ide<ls ;n y~ur draft 
of the cost/fmancinglkey Issues document. 

L PonoDAI a.spoItSiWlty: l'tI:ve.dng Welf.." Dependency 

AU recipients. wiH be required to !Olgn a Personal Responsibility Contntct th~t makes 
dear up front the terms of their a.sststance ~~ what they cmrexpect from govemmcrwand what• 
responsibilities will b«(expected of them in return. . . 

"lhu P\''Tsu~uI Re3PODSlbllity ContIl1Cl uwa include the foUowing conditions: 

I. Upfrunt llb Sean:b: Applicants must go through 30-60 days of supervised job 
search ~ receiving benefits .. Emergmcy a.'I!listtmce mny be granted in some cases.' 

2. Paternity Establishment: 
• Requite mothers to cooperate with paternity establishment 0.5 a condition of benefits. 

". Reduce federal match to zero for cases in whidl paternity is not established within 6 
months.' .. 
• ApJ11y p;lternily est"blisl;ment lequir;menl~ to puhlfc. housing. 
• Require biI1b-ing hospitals and prcDatarclini-cs which' receive public fl.Ulds to ask 
about paternity. " .."." , 

3. Teen Muther!l lit Home: Minm mothel;;' mu~t live at home mJ..St f~lgh high school, 
Mmor mothers in AFDC households should not qualify-as a separate easehead, Teens who 
h~ve babies must go right back to smoot. and shouldn't be allowed to drop out for a year to 
have a cl1ild, 

.
4. Nau,onal Campaign Aim-nst Teeri'~cy: We would like to consider settlog 

'asIde a small percentage of JOBS money for thlS purpose, to set National Prevention Goals 
and challenge the states to come up with school~ or wmlllunity~hased plans to meet those 

1 



goals (90% paternity establishment by the year 2000; an illegitimacy rate that is flat or 

declining by the year 2000; eto,), 


~. No Additiol1Al Benefits for Additiona1 Otildreo: Preliminary estimates from New 

Jersey suSsest 10-150/. reduction in additional' childrm born on AFDC, Evet\ without that 

casel~ad impact, a family cap will geoer!lte significan( scorable btlleftt savings. 


OPTION t: Nation.ru rule of no additional b01efitS for additional childr<:n, with some 
of the savings used for a natl'on"ai caInpaign.aS8inst teal prcgnmcy uud to make $we 
recipients receive adequate family pJannmg 'infdfroatioll ~d advice. 

OPTION 2: State optiQ!;) to no Jonger provide. additional benefits for addi1ional 
t::hildren. so Jong as states abo provide family_phmning information nnd (olm~elins. (Assume 
half the states will take this option, .. 

• In any ease: Prohibit Me4ienid reimbursement for fertility druss while ~~ AFOC 

(whiob I'm told are'curr<2l,ly paid fOf in 40 states), 


6. Rewards and Slnctioru: Give states broad flexibility to adjuSt AFDC grants for 

responsible behavior: a) requiring and/or rewaIding patents' to make !U1e their children are: 

immunized: b) requiring and/or rewarding parents of teenagers fOf staying in school: c) 

requiring young parents to attend parenting classes; etc. 


II. JOBS: CboDging tit. CuI""" .r Welf.." 

Our biggest challenge i3 to change expectations for recipients and casework,ers at the. 
same time. As we expand the JOBS program. we need to dHmge the culture of the welfate 
office to reward work and results. ""', ' 

1. Performance..Based Matth: We need to change incentives lol.-ithin the welfare 
system to get people off welfare as I'mOO ali p01i~ihle. with a declining fc:!iC1itlJll~ (highest 
;/0 in 1st 2 years, slightly lower in years 3 and 4; 50% in 4th year and beyo~d) that wilt 
encoutage states to spend money upfront, and roward states for moving people quickly int~ 
the workforce. .. 

2. Job Placetrlent Bonuses and Wo~r Support To ehange the cuhure of the welfare 
office, we need to reward those who fmd people work and help them stay there: 

• ~Sel aside 25% oClOllS wooer for lob Placement Bonuses and worker suPPQ.!!. To 
qualify fOT the m~ey, states must design'o pIM.••W reward caseworkers and placement firms 
for successful job placement and retention. State plans would require HliS approval. 
Bonuses would only be paid if former recipient was sill! on the job. 6·9 months later. and 
mlght be limited to placemmt of recipients on the rolls 'one year or longer, Th~ bonuses 

.' could be used for recipients in either the JOBS program or the WORK program. 

2 
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3. Choice and Competiliotf In a time-limited system, many welfare recipients will 
want to move off as quickly as possible. We should foHow the ~abor Department's. 
Workforce Security model in two areas; a) by giving governors the option to create Charter 
Welfare Offkes, which would mabIe Project Match and other programs to compete to ," 
becom= JOBS prugrums;-tuu b) by ensuring that welfare offices provide rcdpil;2ll~ with 
consumer information·01l ·th~~job placement records of the various programs and: services'" -*..:;.....,:~',' 
available to them. ... 

•. _' . 

.,. ·-4.-Everybody-Do•• Somethio2: TI,. definition of activities em be flcxiblo: bu,- . _., .. -.,.-~ .,
everyone tn~the JOSsprogram has to do somedling from Day One, In gweral. it IS better to 
limit the number of extensions and pnas.e in age groups more slowly than .to let the size of the.. -.... ',,' ," ." ,~'-..." 
coliort mctate a looser eXtension policy. No ~deferfals" ~~ everyone mu:rt be paI11Ctpatmg U1 , 
some wily, 

S. Any .Job JJ • Good Job: ~nyone \4TIO is offered a job at any time on ~FDC ... in 
the JOBS program or the WORK program - ~ust accept the job or lose e1igibHiry. 

6. Sanctioru: Follow APWA recommen.dation to impose 25% sanction o( AFDC ~ 
Food Stamps for non.eompliance. 

--7. '»b Search I...ut: The 13.St three months of 'the two~year time lirrlit -must be spent on, 
supervised job search, RecipiCllW w""llilke a job if off.r.d, 

m WORK. Not Welf"", 

J. Guanmwe a Job Offer, Not 8 ~b-_ The WORK prosram is not a guaranteed job for 
life~ the only guarantee is. that recipients win be offered a job _. in the_ private sector. in a 
subsidized public or private sector job, or in community service. .f,.Qyone wbo is offered.J! 
iob in the RPvate sector must take it or lose eligibility. 

1. ut the State!l Decide- We strongly favor work~for~wages. and are open to 
suggestions on how to make it a viable option. On other questions, ~e believe the only way .. 
to make'tht!: WORK program work is to give states broad discreti~n in designing and 
administering it. We don't know the right answer;' so YJe should let them experiment: 

•. WORK Progril!!l BIQekliIll!lJ: Local job market, vary dramatically, Md 
different states will have different needs The WORK program will provide 
states B lump sum fot each WORK-mandatory individual (including that 
person's benefits>. which wiil be enough to help pay wages. child care. and 
perhaps limited admini!;ltrative cosh•. _Statt!s wil1lllake money on some 
recipients :md lose money on otllers. States can use the money to find, 
subsidize, or erea.e Jobs. States wi1l be expected to :'Jct up or make use of 
governing boatds wi.th repreS¢ntation from government. bl..lslnc9.s, nnd lnhl1r .. 
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,We believe that it Ii! vital to block grant the benefits. a5 well ItS the 
administrative costs -- olhclwise work for wages will be too onerouS (with too 
many monthly hassle~) (or the private sector. 

b. IW.ULLilllit th. wgU Program: The WORK 
N 

pragIum should he limited to 
.. 2 yeats. with periodic job search' during and between .. aSsign~enfs. "After 2 

years, states will make s:n's.'JSesSmet1t,of WORK graiitiatts. If they are unable 

, 	 to work. the state can place thcm~back on extension starus. where they wll1 
leccive regular Arne benefits and the- state-will receive its regular match, but 
where they will eolmt against the state'nJN'erall"capolf extensions, If they are 
able to work. the state can declare them Job..ready and reduce their benefits as 
much as half. The state wit! recetve 'a lower match fdr-job~ready long'...tenners. 
These long-termers will "ill qualify for Job Pluct:mwt"Bonus. 

.. .._;""_.... w ..~. 

3. Priv'" Se.tor SubSidies: Wage supplementation should be made easier and 
encouraged, StatJLQ!l.tion to use botll Food Stamps ana AFDC to subsidize private sector 
jobs, and to calculall:! both ill determining wages and uil.nimum hours or'requircd work. 

4 . .l::Ib--Rtadintiil Stand.ar4's: State optism to demand high standards from recipients as 
a way to incre:aRe employer Confidence. For example, the WORK program wuld lequire drug 
testing and other basic job screens, _Anyone who is fired from the WORK program should'set 
one chan~e to come back, not severaL. . 

5. Spell Oul WIlt... lb. lib, Are. Vr'hou .we propos. legislation. we mould make cleu, 
where the WORK jobs wiU be in the public and private sectors. We believe that it is 
re.QSonable to asswne that 20~ the new jQbs could come ffQm expansions related to 
welfare reform; 	 , 

o. Q.tild Caro: OptiOD! -. award the IV-A child care money for JOBS and 
WORK' p'~icip811ts to the WORK program. which can ,'use the money to set up 
child care cooperatives staffed by participants in the WORK program. 
Option 2 ..~ give JOBS and WORK participanu vouchers and a choice of child 
care providers, but require those providers to hire 1 certain percentage of 
WORK participants'" .. 

-b. Housing: ReqUire public housing authorities to spend a portion of thei.r 
hou:;ing rchub rnont~y to hirl"'! wdfure rCl:ipieolS. Work willI construction unions 
to develop nationwide apprentiCeship progrmn for residents of public housing. 

c. CQHd .$uPI20rt UoforS;;effient: Missouri wants to use AFDC redpienls as child 
suppa" mediators, They would also make excellent enforcement invclltiKululs 
to relieve the crushing burden on child support casewor1.:crs. 
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d. JOBS Workers: As Sen. Moynihan told us, in many welfare .offices there 
isn"t much that separates people on either side of the table. As we c>'''Pand the 
lOBS program, some of _the new hires should be to hire people off welfare_ 

e. Other Federal Jni[iB.tiy.~s .;:. 'Head Stan. immyniztltions:. lead-paint rsmov;al. 
EmpowemJent Zone$.. fam.uy preservation: We need a solid estimate for each. 

f. Private$~9' commitments: We should ,et a goal that 50% of the WORK· 
~lot:l be in the privale s\X:tor. We beUev~ that We shQuld consider uUowil18 the' 
EITe ,for WORK panicipaiSts"'in subsidized private sector jobs. not only to ,. 
make those jobs: more attractive but also because it will be difficult for \he IRS •to tell who'. getting a sUbsidy;-- (Why nllow it for TITC-subsidized but not 
WORK-suhsidized? etc.) 

6 . .M:isine Work lind Welfare~ We should encouragt rCcipients to -;;~tk. but .at some 
point, we "hol&1d encourage Il'em to le:\ve the welfare: $ystc:ru: 

a. Count the ElIe as income for AfDC pwpose.s.: Once we have advance 
payment of the EITC. it will be income. 

b. Ii tim!;:.Iimh on IDlxms work and'wdiare: The clock should slow doVlll (or 
recipients who work, but it shouJdntt stop altogether. Perhaps a 4,.year iimit 
Counting the ElTe 8S income for AFDC purposes would mitigate this issue. 

c. ~imit earn-back to :; months: The purpose of earning back eliSibiJity should 
be to allow B brief cushion in hard times, not welcome people back onto the 
welfare rotls, No One who has Jeft welfare should be able to eam back more 
than 3 months of eligibility at any time. 

7,' Work Program. for N••-Ct.swdiai P...nc, Wh. D.n~ Pay Child Support If we're, 
- going 10 have a sizable work program for AFDC mothers. We should have n sizable CWEP 

program for fathers to work off their child 9uppon, We would Ukc to incl\!de the option..9f..! 
more expanSive mandm,oD' work program fQLll.on-custo<ij6\lJll!renlL.., We believe these 
PIUKIaIII~ UH!'U much better investment dum child !iuppurt U:::i:::iUJilltCe, and should be fUnded at 

the same or significantly higher levels. States should have f1exibmty~,to design their own -, 
programs. but here the emphasis should be on CWEP, not work-for~wages, 

IV.' Rein't'enting Govtmment 

We need to thmk more about wh'cther and how these and other ~ossible changes can 
. 'help reduce welfare fraud, If we don't come up with oUr own anti~fra'udpfovisions. we may 

et\d up ...vith fingerprint.ing or something l1ke it. 
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Welfare Reform 

Policy Checklist 

May 25, 1993 


A. Keeping People.OIT Welfare 

L Mald.Qg. Work Pay 

-- How much will the expanded EITe reduce the welfare roils? ._. 

-- What olher incentives can we offer to make work a better dttll? 


2, Healtll Care 'Reform ,
-- How much will health cafe rdonn reduce the welfare population? 

B, Welfare to Work 

1. Education and Training 

-- DoCs it work? What model programs should we follow? 

-- How,can we do more with existing federal programs-(JTPA, Dislocated Workers. 


Unemployment Insurance. etc.)? 

2. Job Placement and Worker Support 

-- How can we accelerate placement into private sector jobs? 
, , , 

-- What do we need to do keep them there? 

3, Public and Private Sector Jobs 

-- What kind of private se<:tor jobs will be available fOLpeople leaving welfare? 

-- What kind of public sector jobs can we create, how many will we need, and how 


much will they cost? 

..c. Time-Limited Welrare 

, ' 

1. 	Designing a Universal System 

-- How can we cover the most people with the fewest exemptions, without 


bankrupting the states or creating an enonnous bureaucracy? 

-:- Who should be exempt? 

-- How -should we.sanction those who refuse to work? 

-- How quickly snould we phase in this new system? 


2. Workfare vs. Work Instead of Welfare 	 , 
-- Should people work off their benefits (like eWEP), or should we guarantee them 

full-time minimum-wage public-sector jobs, or should we use their benefits to subsidize 
private-sector employment? 



·.~ 

3. Bold, Persistent Experimentation 
-- How do we streamline the welfare system (AFDC, food stamps, housing. etc.)? 
-- How do we encourage bottom-up experimentation while still insisting on 

fundamental reform? 

-
D. Other Issues 

1. Child Support Enforcement 

-- What incentives can we use to demand-responsible behavio.r? 


2. Building Support , 
"',:-" 	 -- What do the stales need to make these rdonus work? 

-- How can we attract support from community groups and the private ~CCjor? 

3. 	Money 

-- How much will welfare reform cost? 

-- Where can we find the money? 


.. 

.. 


