July 17, 1993

. Ap;x:xzézx A. Job Development Case Studies: Mcmm Works and 'I'EE

: | S <+~ What are these programs? Both America Works and‘*'I'EEl (T ransitional

Emplaymmt Enterprises) fzmczzoz} as temnparary belp agencies. Empioycrs are able to "est

o e

. them permanently. During the trial period, the program Sollects money from both the

2%

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

Job development and placement, however, is niot all they do. These programs

Tesemble the Wark Support Agenty being described in the current welfare reform effort. At
(America Works the staff helps job candidates before and after placement to solve problems

that could impsct their jobs. America Works representatives will help with almiost anything:

rearrange welfare appointments outside work hours, represent the candidate at child soppont

court hearings, find ¢hild care, avoid having the recipient’s electricity shut off, cte.

What makes Asperica Works and TEE truly unique are their organizational status.
Both organizations arc private, whereas the work support agency is generally conceived as a
pubtic entity. TEE is 4 non-profit organization. America Works s a for-profit, private
enterprise, -

1. - Do they work? The success of these programs is a controversial point.
America Works claims to place about 2/3 of their trial 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 publicity. Neither
program has been rzgamus y evaluated with control groups.

These programs rely in part on the principle of supported work which has been”
extensively evaluated by MZ}RC Significant, positive impacts were found in programs that
allowed AFDC recipients to experience increasing responsibility and stress as they were
transitioned graduelly from a totally supporied work environment to self sufficiency. In the
area of supported work, these programs are based on concepts that are known to work well.

Y

m. - What Lessons Can We Learn? There are three éwzg:; features mmrpcratcd

in Amernica Works of which we do not know the cffcctiveness!

{) pay for performance inccntivcs
2) using a private rather than a governmental institution
3} profit making -

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

%
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. Pay for performance: This is a critical, yet umested design feature in both the TEE
and America Works programs. The state governments using their services pay a fee
equivalent the faregone AFDC payments after the recipient has been self sufficient for a
given period of time, There is no reason, héwever, that this incentive structure needs to be
linked with either privatization or profi t—makmg An evaluation of pay for performance
incentives should include a oomrolled cxpcnmcm using public cmployees with the same
incentives as, for example, America Works, Furthermore, we should test the provision of
similar incentives to the rcmp]cnts themselves, A sound evaluation would cover a range of

¢
M

institutional structures with_ sm’i‘”la.r incentive schemes. e

Certain minimum dcsrg,n standards for the incentives should be met in order to provide
a fair test. If the fee is always the same no maiter how difficult to place the employee is,
there is a clear incentive for creaming. Even without creaming, a flat fee is unfair to —
taxpayers. Some individuals, such as divorced mothers over 25, are much more likely to 0 get
off welfare within a year without help than othets. To pay a large bounty for this group is
not likely to save tax dollars. In addition, safeguards against chuming should be in place. .
Whether bonuses are paid to government employees, private employees or the AFDC
recipients themselves, there must be some disincentive to recirculate the same people through
the system cvery year, Before evaluating the pay for pcrf(}mancc principle, we should ensurc
that we are evaluating it in its best possible form.

» Privase v. public: Anevaluation that compares private organizations for job
development to government job development assistance should shed light on two important
open questions. Can private organizations win the trust of the jocal employers more easily
and thereby provide better job development services than a pubizc entity? Can private
institutions increase their effcctivencss with more flexibility in organizing employee incentives
because they do not have to comply with govermnment employee regulations? If pay for
performance is found to be effective, this may be an argument 1o encourage the role of ‘
private institutions.

One potential“disadvantage of relying on private institutions is the mabzizz;; io
guaraniee uniform quality or broad national coverage. -

' Profit making: The importance of gsmﬁts to job development effectiveness can
be evaluated in isolation from pay for performance and non~governmental status. With
similarly desipned incentive structures, IS a for profit enterprise more effective than a nons
profit? Competition could lead to higher quality and higher placement rates at the lowest cost
to employers and taxpayers. On the'other bahd, the desire to maximize profits may
cxacerbate the moral hazards of ¢reaming azzd churning 1o increase the number of bonuses.

P B e

Until a careful evaluation is undertaken that evaluates these three components of the Amcma
Works and TEE programs, ii}:: controversy that surrounds them will continue.
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February 22, 1994

MEMORANDUM FOR DAVID, MARY JIG, AND WENDELL

s

FROM: BRUCE i

SUBJECT: ﬁammeﬂts on 23’22 a me drafts s
1. WORK ) -

I. Nice“zry, but [ hate the name TAP. ['m not convinced we need to change the name of }he
IOBS program atfall (refiember whe thought it up in 1988), but we certainly should wai#

- until we can agree on ap alternative.name we all like and that means something. ~Otherwise a

new acronym just adds to the confusion rather than clarifying it-{cf. WORK}Y. Remember we
have also just added the JOBS Preparation phase. :

2. The bnef section on pp. 1-2 about JOBS needs to make clear that we are 1) requinng
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 office to move people
mto work and heip them stay there. Those points came through in the December document
but are lost here. With all the talk about deferrals, extensions. preparations, ete., # would be
a mistake not to stress loudly that we're raising expectations on everybody.

3. Job search: We're not going to let this one go. If you don't want to include a detailed
discussion on this 1ssue, at least describe the true state of play, For example: "Mugch stronger
focus will be placed on immediate job search, job placement, ervd worker support. Une
option would be to require all applicants 1o go through supervised job search as a condition of
ehigibility for.benefits; aother option would be to give states the option to require immediate
upfront job search for al!. Those who are oﬂ"ere{i work will be expected to take "

4, Job Placement Bonus zmi Worker Suprort: We're not going 1o let this go, elther. Let me
explain it sgain: Our suggestion was 1o yet aside a certain percentage of JOBS (say; 25%) for
the specific.purpose of encouraging states to establish incentive plans that will reward
caseworkers and welfare offices for helping people find work and keep it. Nothing like this
happens under current law -~ perhaps 1t could (although I'm not sure}, but it doesn't and
probably won't unless we figure out 2 way to encourage it. This is not meant as 8
privitization idea at all; on the contrary, the goal 1s to reward performance within the public
system, We can quarrel over the exact percentage, and we can argue over whether the
bonuses shoudd go to caseworkers who find jobs for peop!e who've been on the rolls for.
year or just for people who've been on for much Jonger. But I don't see why we can't agree.
on the principle that we want (o encourage, even require, staics o explicitly develop and
subrmi to HHS plans for how they intend to reward performance and worker support.
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5. Choice and Standards: The Laber Dept’s Workforce Secunty plan has twe other ideas to
encourage choice, competition, performance, ete. One is vasy: require that weifare offices
provide recipients with consumer information on the job placement records of the vanous
programs and services avsilable to them. The other is worth a significant demonstration:
giving govermnors the optiontto ¢reate charter welfare officss, which would allow for the
possibility of competition between two or more JOBS programs in one market.

L e
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6. Sanctions! Sofﬁewhem in the diswssian of the }0238 program ft's aeééssm‘y 10 ?;avé’a

actually get’ e‘%ezybody to do semzthmg We prefer the ﬁ?W:% recommendation to! 1mpcse - S

25% sanction on A?i)(: and Foad Stamps,

7. Part-Time Work: These a:gummts as written are unfairly biased toward the result you
want (e.g., suggesting that not counting part-time work will lead to 680,000 more WORK and
~~JOBS slots for full phase-in by 2004 — when we're not even cofitemplatng full phase-in). T
also beligve that with our current phase-in, stopping the clock indefinitely for pari-time work™
is no lopger a relevanit cost factor in the near.term, and only a modest one in the mtermediate,
term. Since thig is sure to be a contentious issue, and looks to us like one more loophole
than we need, there must be a way 10 make it a state option 1o stop the clock for part-time
work {at a level of hours - 20-30/week -~ set by the state), rather than mandating it '
nationwide. Some states lzkc Mm}zagaﬁ will think your 1ded 15 great; others will zhm% it
; isqwsh«»izeaéed

&. Food Stamps: The idea [ was trymp to explain earlier s to make 1t a state option for
states to do what QOregon s doing, which is use both Food Stamps snd AFDC (in the WORK
program} to subsidize private sector jobs. I know cash-out is alwavs a battle, but it's one the
‘ President has been willing to fight before.
9. Reguiring acceptance of any private sector job offer: This requirement should apply
throughout the program -~ to JOBS participants as well as people in the WORK program,
10. Time Limits for WORK: Agaw, the arguments are somewhat skewed. The draft says
that'a 3 year limit on WORK placements could push up to 30% of WORK participants off of
support, when those of us who favor such a limit are not suggesting pu&hmg them off of
support at all, but rather reducing their support: (1 alse think is dangerous, not to mention
.. misleading, to concede that $0% of the people in WORK-mighr still be.there after 3 years,
while tmplies that we're having no impact on long-term dependency after all)
1, Waork Oppartumnes in Emstmg Programs: Since this document is for the Cabinet, we
should go out of our way to point out that we would like to use existing Administration
mittatives to find jobs for people leaving welfare. The top candidates are child care/Head
Start, housing rehab, Empowerment Zones, National Sf:_l"‘éix&:e,,ﬁfzz;r

2. Minor lime edits: .
-- October 1996 should read simply 1996 or FYQ7
- Bomn After 1970 should read Bomn Since 1970

1

ek
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-- Don't forget to mention that we're reducing the number of extensions over curremt
faw ' ' : .
« We should be careful about promising to increase the match, offer more money, or
make other amends to aress of high local unemployment until we figure out what we're really
talking about, 1¢s safer 1o refer to "times of recession”. e

ey
gt

‘“‘?ARPNTAL RESPONSIBILITY = - R

*
J— Binkihad P e ]

1 Paternity: This section is guite good, but we would like g, allude to zhe apton of using
T this new, tougher and smarter cooperation requirement to help determirie the qugue for other
non-mniversal entitlements, like housing and possibly child care for the workl{tg poor.
N : b: _
2. Child Support Assurance: If's misleading to say that a number of states have expressed a
strong interest in implementing a CSA program, when it's 2 small number and many states :
have argued strongly against it. In any case, it is still necessary 1o put the same disclaimer on -
~this that’ we used for the December document; "The President has never endorsed child ..

support assurance, and there is considerable debate within the Working Group about 1ts
i’ﬁﬁl’liﬁ

3. Demonstrations on Prevention: These demos sound 100 broad and t00 vague to prove
much. They still sound like the kinds of service-based programs vou so effectively debunk. 1
suggest we say n the paper that we're still looking for the right approach.

Minor line edits:

-- Tone down rhetertc oo dooming seciety (p. 1) and *cruelly hypocritical” {p. 2}

- First sentence of Noncustodial section should say that "the needs and concems {add:
and responsibilities] of noncustodial parents are often ignored.”

- { could go either way on comparisons to the GOP bills, but our approach should be
standard across sections,

HIL. MAKING WORK PAY/CHILD CARE

1. Targeting: I think it's a mistake, when we e trying to persuade young people to delay -
childbearing until they are veady for it, to reward or convenience very. young mothers with

children. It makes more sense to target the assistance to the age of the child, as Head Start -
dui -~ Szaﬁmg with 5-6, then 4.6, 3-6, etc. :

d v

£
2. Child Care Warkers: I's great that you mention this as a seurce for WORK sloty; but ssa |
4  fraction of 5% all we'll have to s;}md an traming them?

F3
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WR -- TO DO 2.13.94

Random ldeas

-- Fraud hotline, bonuses to recips who identify fraud
-- Family dcvelopmcm accounts

-- Job: child support/custody mediator (missouri)

_- Sanctions: Allow total termination of-benediis. if’ determmcd it won't hurt kids (Md)

- e}

-- pay for performance in JOBS™ - g T e
-- possible altemative to tracking: payments in 3 consec yrs

-- requite addicts to get treatment or lose bc:wfltsm- T

-- Waiver authority?? IS ol

-- Time lmit Drug SSI

e

4 Tall

Research ’ _ - : -

-- How many due CS are on AFDC?  + - ‘ .
-- Moynihan 1986 stua; on dynamics of teen welfare (Md or M:ssoun reference?)

-- Are kids required to attend school? — -

Give NGA document to BC
** Take full specs to Boca

Y
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February 13, 1994

$MEMORANDUM FOR WELFARE REFORM.TEAM .

) FROM: BRUCE - o _ (
SUBJECT JOBS AND WORK - R N N
Here is another attempt to Summarize the DPC/OMBI/NEC vision of the JOBS and
WORK program. S . - - S

I Personal Responsibility: Preventing Welfare l)ependen;:y

All recipienis will be required to sign 2 Personal Responsibility Contract that makes
clear up front the torms of thor assistance -- what they can expect from govermnment and what
responsibilitics witl be expeczcé of them in rotum, .

The Personal Resp{msai‘n ity Contract must include the following condifions:

1. Upfront Job Search:  Applicants must go through 30-60 days of supervised job
search before receiving benefits, Emergency assistance may be granted in some cases.

i. Paernity Eswablishment Require mothers to cooperate with paternity cstablishmens
as a condition of benefits, Reduce federal match to 50% for cases in which patemity is not
estabhshed  Require states to streamline patemily process, pmvzde expedited heanngs, and
estabhish rebuual presumption of paternity

OPTION | S%aﬁ{_g"{:}gilo 1 to reduce or deiay benefits unul patemity h*zs boen
established. Limit good cause exceptionsto 10% of out-of-wedlock cases {still subjeet o
.. 30% wmatch). Goal is 90% patemity cstablishment for new hirths by the year 2000

- OPTION 2 National requirement that any mother who has a child.one yoar afier

- enactment of this faw willfat be eligible for AFDC until patemity has been U;ldbil%]li,(

{Emergency assistance available if delay is the state's fauli) ‘
g OPTION 3. In_addition to Option | or 2, apply patemity establishment requirements

to public housing. .

- OPTION 4; In_addition 1o Option | or 2, require birthing hospitals and prenmal -
clinses which receive public funds 1o ask about paternity . .

- i Ll
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3. Teen Mothers at Home: Minor mothers must live at home and stay n school,
Teeng shouldn't be allowed o drop out to have a child.

4. No Additional Benefits for Additienal Childres: Preliminary estimates from New
Jersey suggest 10-15% reduction in adémozmi children bom on AFDC. Wisconsim projects
$141 million in state/federal %avmgs from family cap over next- five years (out of §5.4 billion

five-year total), m——e

- o TN - B -

OPTION I Nationgl.rufe of no additional benefits for additional children, with some
of the savings used to make sure recipients receive adequate family planming information and
advice, and some of the savings used for a national campaign against teen preguancy.

OPTION 2: State option 1o no longer provide additional benefits for additional

children, so loffg as states also provide family planning informaiion and counseling.

QPTION 3. In_additton to Option | or 2, prohibit Medicaid reimbursement for f’m’iz%}tv .

drugs,while-onr AFDC {cuz{em?y paid for m 40 states). -
5. Rewards and Sanctions. Give states broad flexibility 1o condition AFDC grants on”
respansible behavior. a) requinng parents to make sure their children are immunized; b)
requnng teen recipients and feen parents 13«17 1o stay in school (state option 16 reward them
for doing so}; ¢} requiring young parents to attend parenting classes; et

trae
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. JOBS: Changing the Culture of Welfare

Cur biggest challenge 1s to change expeciations for rgcipients and casewarkers at the
same time. As weo expand the JOBS program, we need to change the culiure of the welfare
office to reward work and results,

1. Performance-Based Match: We need o change incentives within the wcifare

system to get people off welfare as 3007 asfthey are job-ready
?Qﬁ‘b

OPTION 1 A deciming fedeml match (for example, 80% in Ist year, 70% i 2nd
year, 60% in 3rd year; 50% in 4th vesr and beyond) that will encourage states to spend
money upfront] and reward states for moving people quickly into the workioree. -

OPTION-2: In_sdditioh to Option | give states the Nexibility to reduce benefits over
z%me'&;r long«»tcrm recipients, For example, a.state might have three ticrs of benefits: one for
zfmplcms in the 1st 2 years: azwthcr for rewipients in years 3- S and a thifd for recipients sitdl
_on the ro%l:, after 3 years. b

-

-

2. Job Placement Bonuses: To change the culture of the welfare office. we need to
reward those who find people work and help thent stay there . '
-~ -OPTION 1. Sct aside 25% of JOBS money for Job Placement Bonuses...To qealify
for the money, states must design » plan to reward caseworkers and placorsent firms {or

[ER—_-
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successful job placement and retention. State plans would require HHS approval. Bonuscs
would enly be pard if former recipient was still on the job 6-9 months later, and might be
limited 1o placement of recipients on the rolls 6 months or longer. The bonuses could be
used for recipients in either the JOBS program ar the WORK program,

3. Chmee and Competiion —In a hme-limited system, many welfare recipionts will

[—

——eewant’to. m{}vc off as quickly as possible. We should foliow the Labor- i)c;}arzmenls

Workforce Security model in two areas: a3} by creating Charter Welfare Offices, nationwide
0T 06 & demonsiration basis. which would enable Project Match and other programs @©
" compete to become JOBS programs, and b) by ensuring that welfare offices provide recipients
T nth consumer information. on the job placement records of L?zc varioils programs and services
avalable to them.
e ind -
4, Evervbody Does Semething: The definition of activities can be flexible, but
everyone in tie JOBS program has to de something:from-Day One. In general, it 18 betier to
limit the number of extensions and ;:zizasz:: I Age groups more siew%y than to let the size of the
eoho dwtate a looser extension policy. "No "deferrals” -- everyone must be participating in
- some way, ' ) - )

5. Work First. State oplion to require work or community service al any time in the
JOBS program, cven for these in training National requirement that anyone who is deemed
Job-ready be required to work night-away- Similarly, anvone who comes back onto the rolls
employable should be required to work, even if they haven't reached the time limt,

6. Any Job ts a Good Joh. Anyone who i3 offered a job at any time on AFDC - in
the JOBS program or the WORK program -~ mmast accept the job or lose eligibility,

7. Banctions: APWA recommendation 10 impose 25% sanction of AFDC gnd Food
Stamps for non-compliance. Even that won't be enough to change behavior.

8. Job Search Last: The last three months of the two-vear tme limit must be spent on
supervised job search, Recipienis must {ake a job i offered. .

. WORK, Not Welfare . : - ; -

1. Guarantee 3 Job Offer, Not a Job: ™ The WORK program is not a guaranteed job for
We; the only guarzutec 1s that recipients will be offered a job -« in the poivate sector, in s .
-subsidized public or private sector job, or in community service. Anyone who 1s offereda
job m the private sector must inke it ‘
> 1. Let the States Decide: The only way te make the WORK program work s to give
siates broad discretion in designing and administering i1, We don't know the right answer, so
we should let them expenment:
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a. WORK Program Block Grant: Local job markets vary dramatically, and
different states will have different needs. The WORK program will pmwcie
states a lump sum for cach WORK-mandatory individual (including that
person's benefits), which will be enough to help pay wages, child care, and
perhaps limited adnunistrative costs. States will make money on some

- recipients and lose money on others. States can use the money to.find,
subsidize, or create jobs. - States will be expected to sot up or make use of
govermng boards with rﬁpmqmzazmn from govemment, business, and labor,
b Set Thezr Own Time Lt L,very szazc should be n,qmmzl 1o premdc
WORK posttions to recipiais for of Jeast 2 years beyezzé the time limit,
Beyond that, states could choose to: 1) provide WORK slots indeflinitely; 2)
end WORK afler 2 years (4 years total on welfare); with some basic safety net

- 3) make the WORK program voluntary, with same benefits for those who -,

choose, to; warkebut dramatic {504%) reduction in benefits for those who don't, |-

sl ¥

I ong-termers will Stil qualify for Job Pi't:cemcm Bounus.

c. St Their Own Wages: If we gave states the flexibility 1o set differential
beneftt levels for short- and long-termers, they could also determine their own
wage scales for WORK jobs. ,

3, Private Sector Subsidies: Wage supplementatson should be made caster and - -
encouraged. State option to use both Food Stamps and AFDC to subsidize private sector
jobs, and to calculate both in determining wages and minimum howrs of required work,

4. Job-Readiness Standards:  State option w0 demand high qtandartis from reciplents as
a way 1o mcrease employer confidence. For example, the WORK program could require drug
testing and other basic job screens. Anyone who is fired from the W{}RK program should get
one chance to come back, not several,

5. Spelt Out Where the Jobs Am When we propose legisiation, we should make cimr
where t}ze WORK Jobs will he in the public and private sectors: .

a. Child Care: Option 1 - award the 1V-A child care money for JOBS md
WORK participants to the WORK program, which can use the money (0 sel up
child care cooperatives staffed by participants it the WORK program.

{Fition 2 -~ give JOBS and WORK ponicipants vouchers and a choice of ¢iild
care providers, but require those providers to hire g cortain percentage of
WORK participants, . -

b Housing: Require public housing authorities to spend 4 portion of their
housing rchab money to hire welfare recipients, Wark with construction unions
to develop nationwide apprenticeship program for remdents of public housing. -



. i

. Mixing-Work and Welfare: We should encourage recipients to work, but at some~

c. Child Support Enfercement: Missouri wanis to use AFDIC recipients as child
support mediators, They would alse make exeellent enforcement mvestigators
o reliove the crushing burden on child support caseworkers.

d. Other Federal nitigtives -~ Head Start, immunizations, lead-paint remuyval,
Empowerment Zones, fanvly nreservanion. We need 2 sojid estimate for each,

-

A ey - T e

~ & Prvate sectof commitments: We should require that at least 50% of~the
WORK slots be m tha private sector.

by ettt
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point, we should cncourage them o leave the welfare system:

—

- 1t the BITC as intome for AFDC aposes: Onee we have advance

payment of the EITC, 1t will be income, e

" b, A time Jimit on mixing work and welfare: ~The clock should slow down for
reciptents who work, But it shouldn’t stop altogether, Perhaps a d-year imit.

c. Limit eorn-back 1o 3 months: The purpose of eaming back chigibility should
be to allow a bniel cushien in hard times, not welcome people back onte the
welfare rolls. No one who bas Jeft wellars should be able to eam back morg
than 3 months of cligibility at any time,

- -t

-
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Advance payment of the EITC

" Liberalizing the assets test/Conforming Food Stamps and AFDC filing
units~ or other program simplification ‘ -
Services to—non-custodial parents '

Up front job search requirements -

"Participation raie and federal match rate assumed in JOBS

1
12,
13,

14.
15.
16,
17.
18.
19.

Participation rate and federal match rate assumed in WORK =~

Treatment of part-limeé work

Exemptions
Sanctiodd

ey

Time limiting the WORK program and providing an in-kind safety net
at some fixed percentage of current benefits A
Whether additional time on welfare can be earned once a recipient

leaves the sysiem

Capping administrative costs in the WORK program at a different
level assuming more will be borne by employers
Eliminating the 100 hour rule, the guarters of work test, or -the siate

opiion to provide benefits for only 6 months for (wo parent families
Interaction costs wirh SSI, Food Stamps, Child and Feeding Programs

Systems Costs (i.e., AFI}C tracking, WORK pwgram and CSE)

Fraud

Child Support assumptmna
Child Care assumptions
Demos
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WELFARE/WORK. IDEAS
February 11, 1994 '

iob Scarch First
Declining match 90 st year, 80 Znd yr, 70 3rd yr, 6 (] 4th yr
{applics only to ncw applicants)  ° - -

R R

20% of JOBS § sct aside for bonuses to piact:m(;ul firms and cascworkers.

U

year 1: job search followed by training e -

e year 2: job scarch followed by part-time work at state option -~

year 3t job search followed by wark or no benefits
year 4: job scarch followed by work or no benefits v
-~ year 3 job scarch followed by voluntary work or reduced benefits -
-- state aption 10 make work program mandatory
-~ peaple still eligible for placement bonus at any time

phase~in 23-25 & up in 95 or 96 = 2m phased-in; 300K in work
-~ don't phasc in beyond age 30

size of JOBS/work program: asswme max of 2.5m phased in

awr”

i parallel program for DADS?

gq_«r.:,

B . Fle
mrc [} Vil aindy
") .p\a ry{m‘-«“ l'i r
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Stemming the flow on to AFDC

*Job scarch first "

*Child support enforcement

*EITC/Healthcare W LT -

Additional childcare for working poor (could score as'savings if used as jobs)
*No citizenship for children of illegal entranis to U.S.

*Paternity requirements in medicaid plus

*State bonus-match rate-for casessin first 2 years with paternity -
*Rebuitable presumption of fatherhood with DNA testing

-y

Increasing the flow out: )
hogy N e
*Bonus for placemient (Designed to score as savings, cg through largeting on first time
entrants under 23, bonus increases with number of months on AFDC up 0 36)

*States can count federal monies (eg. CCGDB, medicaid, headstart, PHA
modernization, cic.) aguinst welfare benefits if paid to provide temporary on-
the—-job-training, L L. n

*Everything counts after 3 years: Cap on federal doltars paid to AFDC recipicnts at

the poverty level, (For example, if a family reccives AFDC the total of
child support, carnings, EITC, housing, LIHEAP, food stamps, gencral
assistance, etc. canmot be greater than $11,000)

*Federal match falls after year 2 t0 77, After year 4 it falls again,

- »
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© Make work pay ~ Only the federal govertment can set up the rules of the game
(taxes, health, daycare) so that working is 2 sensible choice for a single parent,

o Hold mothers and fathers equally responsible for supporting the children they

ereate — The federal government can require the non~-custodial parent to contribute to
their child's support by tracking across state lincs, forfeiting tax rebates, allowing wage
garnishing and sltimately requiring the non—custodial parent to work.

. Enforce lmngmtion laws — Require ali parents present at birth to psm wde pmof of
legal entry and residence in order o obtain a birth certificate for the child. Children
will receive only a “notification of binth” until proof is provided. Children of illegal
aliens should not become citizens—-they should be deported. )

L Traositional support - Any of us may be down on our fuck for a little while and
need a hand up, As a nation, we should insure oursclves 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 {counselling, piac::m{:nt and skill building services}
Up to two years: OJT {community work experience 0: subsidized private work)
Three years maximum Training plus OJT.

Lifctime access to lcarning while working (Once stop/Income contingent grant}.

. Post~transitional maintenance ~ Once we have provided all of the above, our only
responsibifity should be to support children. No federal dollars should be paid 1o raise
families above the national poverty level after they have been on welfare for more:

" than three years., States may require both parents to woik in exchange for benefits.

Sta il

r

. Maximize number of paternities — Only states can implement a system in hospitals
or through medicaid which maximizes the number of paternitics. Not every mdzvl{iaai
can be held accountable for paternity.

B . ——

-

» Maximize number of child suppert orders — Only states can make the process of
g,cftirzg a child support order streamlined and avtomatic. (Is that truc?) ‘

. Maximlze the number of ;m;pie who receive job offers, who have long term
Success pia;xs, and who leave welfare as early as possible.

» Minimize the number of pecple wiw hil the tlmc lienit and are unable to support
themselves.

L Enforce a cap on the total benefils paid to AFDC parents after three vears.
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Decide whether a work requirement at that stage is worthwhile.

in itvﬁ 1 ] E »2 ‘-io 4

»

Mother must identify father {or set of likcly fathc”;s) at time of medicaid binh,
application for AFDC, FS, ctc. S T )
Fathers can be held liable for child Suppert unlesy they cooperate with DNA testing
and it proves negative paternity. - _—
Parents must show proof of lcga!_mmdmcg af birth in order to obtain birth cemf;caic
for child. -

. i
Non-custodial parent must pay or wirk. Wages, tax rchates, or any other federal
payment ¢ali'be gamnished and romitted to child's carctaker, A
Custodial parent is expected 1o work at least part—time as soon as possible {except for
high school students.) Those who are in training, college, ote. are still cxpegied to
work at fcast 10 hours per week ASAP.

JOBS program participants should have a menu of providers. 1o ch{xm from. Since
they have only a limited resource (3 yrs), they should have a'say in.how to spend it,
The money must follow the customer choice.

After three years of training and OJT, the parent may not collect more than the
poverty fevel in assistance while en AFDC.

g Hoem

S
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-- guary county is down; 70% are down 30% or more

walfarg~shouldn't pa§*far graduate school and masters degrees:

Gerry Whithurn, 2.11,94

family cap 70%

-= 1m to counties for creative famllg planning needs and regmts
—w MOU with evary understanding with new reaip

-— Teach county workers sex sducation

-~ mall twice a year descriptive info family planning

=-. fave to face assesgmenty twice a year/ ma&ﬁ talk about it

birthrate B% reduction -- §235 million/ «- 60 st&te, 80 &
federal over 5 yrs; 5.4b over § -- 4% redutiis o o
-w pay for performance in JOBS program e
-w mandatory upfront job s&arch for 100% -~ pause 30 days
» -~ lagrande QR ~~
-« divert a cvertain group/

]

=w hild support enforcement
" ~= streamline paternity establishment: hypocrisy of -
aryearages; 49%; 4idn’t want o0 do at same time as family cap

«= trouble with pr&f&ssi@n&i license

NJ -~ no spike in abortions. 10-13% since August
fewer babies, not pavy benafit, 1 vr lass on

8th highest to 31lst, 19% ' . . .
— @CONOMY-., .. " o . , -

~=- yegqenerating the stigms

40% of Jlongrermers had 1.4 babies

13,040 babies for

FRAUD. . . ’
-~ fingerprinting

Children lst... ' . g
~w Qoubling of child support collections
Declining benefitg -

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

Jobs performance. .. - _ S
- yoaguire federal appxuval ef bonus plan '

) b
charles murray... 3fk message to congress re welfare

-~ 40 states pav for fertility drugs -- if you're on AFDC -
-~ Wise had 59 AFDC recipients last year

-~ 3400 Norplants last year... - ate

~= until 1990, you were required

P
“

19508 -~ increased 110k, 17% (Calif Sx that in 2 yrs)
19608 -- increased 800k, 100%

"
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' 2§§Nsangticﬁ 8. net enough

26 wks of UI.vs 2600 wks -- which would you choose
no money for teens -~ will turn people to prostitution

diminishing benefits

2 yrs and off vs 25 years is too long_

charles murray -- another book on I{ -
T g, . - m W g,
stigma... = why murray is so effective ..z

any job. ig a good job... where d¢ mfgs hire their $9=11/hr jobs?
From the ranks of $6-8/hr Jobs.

1369 . 14% of recips had work: now it's 7% -~ 93% aren't doing a
damn thing.

cur proposai raquires work after month one if someone is jobe

ready. 1f gsomeone is deemed iob-ready, require them Lo go to

work right away. -- BO% are job ready
earpning benafits back ig bullishitv -- it's a crutch.
-=- 35% of people accegsing it over 10 yrs. - - »

608-831-7151 {H;

rr

Fry

.



EXECUTIVE OFFICE OF THE P RESIDENT

il

(09-Feb-18%94 07:40pm

TO: Isabel Sawhiltl y -
T0: Kathryn J. Way

TO: Paul R, Dimond —

TG: Bonnie L. Deane ) B
FROM:  Bruce N. Reed

Domestic Policy Council .. .

 SUBJECT: Making WORK work ' e,

The more I think about our caselosd projections. and the prospect )
of 800,000 people in public sactor job s$lots for life, the more I
fear we're headed for political disaster. I'm not worried that

Congress would actually pass such a program -~ they couldn't pass
a stimulug program toe greate real jobs, €6 why would they pass a
makework jobs program-£or people on welfare? -~ but I am afraid

that this administration sight smake the mistake of proposing it.
If we do, we will soon see our allies vanisgh: the moderates won't
want to spend that kind of money, th& GOPs will think we’re being
too generous, the left will think we're being mesan- sgzriteﬁ and
AFSCME will use every resource to kill us,

So, we need to come up with an alternative plan unless we want to
go down with the ship. Faul, Bonnde, and.l have been discussing a
few options 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 isg”sure to be cheaper than
creating & public one, b/¢ there will be no administrative costs.
The average welfare benefit ($5000/yr) is more than encugh to 7
subsidize a full-time minimum wage job, let alone a 20 or- 30 hr .a
week job. (We'll still have to pay child care nd matter where the
slot is.} This option would come as a great relief to AFSCME --
and also to state govts, which want no part of public jobs
programs.  We could even include some kind of waiver provision for
high-unemployment cities that rﬁally want to create more public
4obs. Not many would take.us up On it.

2. At the sam& pime, reguire that the other 1/2. of the work slots
be in areas where the federal govt is already expanding spending:
child care, Head Btart, EBmpowerment Zones, housing, etc. This has
the double benefit of saving monsy we don’'t have to spend twice,
and ensuring that we don't digplace existing public sector
workers. The states would like it bh/c these are all  areas where
the feds ars slresdy picking up most of the tab, so we won't be
dumping them with some costly anew CETA program. Moreover, doing

H



this would save us $0 much money we could even give a little
ground on the wage isgue if we wanted., We could &fford to pay ‘the
prevailing wagse for child care workers so long as we're paying it
to the same pgople we're trying to move off welfare. R
Belle, can we cost out such a proposal? Maybe we could get a time
limit for.the private sector subsidies, at least -~ although I
think we should also fight for an overall time limit on the work
siots. am

e of ) 2 MR

i TN . gy

0f course, we still need to flght for all our measures that will
kaep people from going on in the first place -~ paternity
establishment, teen pregnancy prevention, Johla&arch And we ne&d
a way to move people off guicker, whether it's bonuses to Americs
Works style job placement services or a &tate option to phase in
the work reguirement even sooner.

B -
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EXECUTIVE OF FICE oF T HE PRESIDENT

09-Feb-1994 07:46pm

]

TO: Isabel Sawhill’™ — _ -
TO: Kathryn J. Way. )
) TO: Paul R. Bimong - :
T e P 3 Bonnie 1. Deane : W e .,

FROM: Bruoe N. Reed
. pomastic Policy Council

(L=

SUBJECT : Cash for addicts

-
—— e

Belle, we need t¢ look hard at possible savings in SSI from
cracking down on fraud and abuse in the S81 drug addiction and
aleosholism program. You may have seen the story in the Post about
B11ll 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.monay €0 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 whather we can squeeze additional savings beyond HHS's numbers |
on immligration, paternity establishment, substance abuse, etc.? .
*  That would be helpful as we lay this out for the President? -

- - N

Fr p—



C Journeyman’'s wage... $12/hr. s

'EXECUTIVE OQOQFFICE OF THE PRESIDENT

'y

1Qwre5ﬁ1§94 05:53pm

TO: ‘“i:Kathryn J. May - .

TO: Isabel Sawhill ) : 7
T Paul.R. Dimond e
TO: Bomnie L. Deantfe seq., . : -
FROM: Bruce N. Reed

Domestic PFolicy Council

‘§?BJECT: WORK Alort? -

‘David agrees that we've got to wrestle

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

lead paint abatement ...

insurance cos. to set up non-profits. Home Insurance Co. $25 out
of every saig they make in public.housing. - . .

$2.8 bill for housing renovation... .
ed gorman ... sa@aml to work to uvniversity o

indianapolis... building trades agmt with pic/itpa/building
trades/ 200 people a year for 16 yrs 58% placewment xate... 2700 in
LA... some canme back and taught in the program... :

upfront stipend... tools for kids ... need help saving $§ to buy a
car, b/e transp is key to construction industry... 60% of

expand~in the south ... self-reliance, macho, . black women;
how do we build upper body strength for women... T

by
-

talk to cisneros... guality corporate sponsorship ...

we missed tha ¢ivil rights movement. .,

white paper ... -

national.-non-profit foundation to runm this problem ... broad
coalition... . : . e
joe, shuldiner... likes it ... o i

8100 m/yr ... Jumpstart training....

1000 per city per year -



EXECUTIVE OFFICE ©OF THE PRESIDENT

10-Feb~1494 10:41lam

T 1o firuce N. Reed " -

. — FROM: Kathryn J. Way L e .
' Cem e wPomastic Polioy Council e R S
' coe . Isahbel Sawhill
cCr L Paul R. Dimond . -

L L Bonnie L. Deane
SUBJECT RE: Cash for Addictﬁﬁh

- W
C)TT%AKI“ifh”ES§$i

- Bruce--Good thoughts on two important issues. Let me add my concerns to each.

e S8~~~ We need to look at coordination of time limit requirements between
AFDC and 881, If not States will move thelr substance abusers snd other
"marginal” disabled clients to $8I. fThen they will have no state §S
requirements and won’t have to include them in the participation rates. The
child-only cases will climb even higher. Right now the twe programs are in
. conflict, Now, the incentives for $8I encourage vou to use drugs. Once you s-
top you're no longer eligible for $81. Of course, we are not monitoring that
program very well and in many cases the physical damage done while abusing
drugs/alcoohol has created a physically disabled person. There are no time
limits.on this th& of eligibility in SE8JI currently so people continually go
tnrought the rehadb/recovery revolving door. I think one more conversation on
ways to coordinate these two programs would be helpful., Of course, some time
linits on this type- of disability would aisa result in some additioal cost
savings. ) -

~WORK-~Agree that a public works prograsm for B0O, 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
ciient job stability and the EITC in addition. Child cere wages and home helath
aides wages are At the very low end of the scale. Seems if that cduld be
combined with some EITC 353 it would be a real boast to thée child care industyy
- and assist with some job stability in a field where there currently is none.
THis could also help.moving pecple "off" before the two years are up. For' the
WORK program, I think we have to let the states come up with the answers for the
most part. I think we have lost sighf ©f the notion that our efforts are to get
pecple of f BEFORE two vears., If we use the child care, home health aides and
some HUD jobs we can show some results esrly. This will also require the,
velfare offices to be prepared to explain to clients the advantage of leaving
early, EBITC and saving some"apnths of waelfare” for times of emergency.



s -
v

* Two more things, on the work for wages, Mike mentioned we have to build:
in some "glack® for people who have transportation, child care problems etc. 1
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 plang for emergencies ahd how to talk with enplovers
when an emergency does arise. Remember the lady from Marriott who talked about
clients thinking a sick day was éfpropristenbecause of a headachs or cold.,
Finally, we have to talk about fbrever excepting part time work as O.K. It is
one thing to allow people currently working part time to continuve for some a-
—mount of time until & full time position is-avallabrei{maybe 4 yvears or 3 years)
but-tc allow peoplse o meat the yegquirement by obtaining a part vtime position
sets up different problems. If for some reason health raform does not happan
the way we envision it, a greater number of employers will structure part Liem
‘work for entry lavel, Recipients will continue to .receive welfares, mediocaid and
-in addition they will never accumulate pension benefits, etc.

H

- — 5

‘ “‘&;u . - noh
That's 1t for now.

s -



EXECUTIVE CFFICE OF T HE PRESIDENT

. "10-Feb-1994 12:35pm '

riri———

TO: ™™  Bruce.N. Reed _ , - -
FROM: ... Isabel Sawhill . e

- Office -of“"Mgmt and Budget, HRVL - - :
CC: Kathryn J. Way
CcC: Paul R. Dimond. ,
CC: Bonnie L. Deane ‘' - S
SUBJECT: RE: Making WORK work - s -

- i

I've been worrying about the caselocad projections, too. Yesterday,
I met with my staff and they pretty much convinced me that we're

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 this many in

practice but there will still be_a lot-and we won't be able to
convince CBO or the Jason de Parles 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 consxder

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 publlc
statements to this effect.) Suppose the private sector doesn't
absorb half the caseload? Under the Youth Incentive Entitlement
Program of the late 1970s, employers were offered 100% wage
subsidies to hire disadvantaged youth and very few were willing to
participate. On the other hand, the plan might work if one -

combined finacial inducements along with appeals to busxness 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 might be of filling them with former welfare
recipients. . -

In thinking about the problem of trying td Create so many jobs, I
keep coming back to the need to.guarantee people not a job, but
the offer of a job. 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

[ra—
i = T -
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jots of money into helping people find jobs that already exist,
give them some moral and practical support while they ars
adjusting, create a8 limited number of jobs along the lines you
suggest in areas where private johs are genuinely scarce, but then
@ prepared to really end welfare if this doesn't wOT K. If welfare
- is to"be a second chance and not a way of life, then the sams R

- nNeeds to bhe true of workfare as welly s

- Y,
“ il -

. . What I really dislike is the idea that states have to create a
. D e- —gcertaia number of work slots. I wauld muah prefer “to-yfuasLhenm
cfynds ti heir success i j for pegple. We should
] gimply say that we will reimburse them for ‘every person they move
-~f/ cff the rolls, whether lnqo a public or private 'job, .and .leave 1t
up-to them how they do this.. If the 30& finding/work creatiﬁg
-bonus were, say, 515,000 per person, and states and their.
communities were allowed -the flexibility. to use this in any way
they wished, my guess is they 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 reaguiresent
would be that they couldn't leave mothers and children destitute.
" Either they find people johs or they provide a3 state~funded safety
', net, There must be some number {like, $15,000) 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 with this a little more. , ’

it
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MEMORANDUM FOR BO CUTTER '

T GENE SPERLING T e .
FROM: BONNIE DEANE —
‘ © PAUL DIMOND e - .
T SUBJECT: WELFARE REFORM

T e

Summary: As you know, several agancies 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 working group members are summarized below. In
addition, we have attached a mend fxom Bruce Reed to the senior.
staff at HHS summarizing specific options which certain wWhite
Hougse offices (LDPC/NEC/O0MB) would like to keep on the table
during the next round of working group and principals meetings.
adlso attached is a chart showing our best estimate of the
timeline for decisionmaking. - .

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

ITasues:

» Gene and others have argued that the President’s welfare

" proposal must lock and sound tough on day one. Either we
start tough and let others soften it, or we start soft and
let others toughen it, Gene (the world’'s greatest softie)
would prefer that we start tough. As the specifications for

. iagislation have been developed, HHE staff have ercded most
of the toughness of the plan in numerous little ways., In
Bruce's sttached memo, he argues for the inclusion of tough
options {e.g. ne separate aparitment for. teen sothers on
welfarse and no, increase in checks for having a baby). e

. Reducing the flow of new applicants into welfare and
increasing the flow of welfare recipients off welfare is the
most important good-policy, lew-cost issue. 'In addition to
ugt, Belle, Bruce, and Heather are concerned that the working
group will present & plan based on an assumption of caseload
expanaion continuing at its current rate because the CBO
won't score behavioral-change. At the end of the day, if we
cannot argue that our policies will reduce the number of

~- pegple on welfare and the gosts of suypporting them who will

believe that we have reformed welfare?




o credibility with the public on reducing welfare rolls.

D .

fhree main factors are likely to affect the flow rates:

- Masgsage: © There is sone preliminary evidence that a
tough message reduces the flow onto welfare while a
kinder message of help and training can increase the
flow even If the.sctual policy framework is the sane,
This-make us extremely vulnerable in 1996 1if our kinder :
message dominates and the caseload swells., We must e

_ensure thit our, message centers on a tough parental e
responsibility (govesnments don'’t support children, S
parents da; deadbeat dads will get caught; and defer
having gi}ldran until you can support themj}. .

- Illegitimate birth rates: Wlthout strong action to

halt the illegitimate birth crigis, we will have 1ittle

JAlmost all of the dramatic increase in the welfare
cageload in the last four yvesrs can be attributed to
the increase in early, 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, 1is, aware that. this issue is -
the heart of the problem,

- Riregy actions to reduce the cageload: For example,
upfront, supervised job search before signing up for
welfare or letting states reduce or eliminate welfare
support £or the job-ready adults after four ysars would
have direct, easily scorable impacts on flow rates and
caseload size, ’

Gene ig also very councerned about the entitlement offsets in
the budget: Naturally, ws are scraping the bottom ©f the
barrel for cuts to fund anything., To find entitlement guts
in the HHS budget to fund welfare Involves gome very
unpalatable choices between one group of poor people and”
another. Many ©of these issues and ldeas are already
ileaking, to our great embarragsment. Ong alternative to
cutting other programs for the poor is reducing the cogt of
Welfsre Reform program itself, Which leads to the next
iggue. ..

-

L

Belle Sawhill, Alicia Munnell, Joe Stiglitz, and Larry Katz

have expressed grave concerns about the unwillingness of HHS

to share cost estimates associated with various policy -
choices. While HHE is justiflably concerned about leaks,

the lack of cost data makes an intelligent discussion of the

policy optipons difficult. We all agree that we cannot

afford a selution which is not driven by caost

congsiderations. Yet, we are not providing some of our best

]
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policy experts with the relevant cost information. How can
we get their advice on how to balance cost and policy trade-
offs? How can they help design a2 program for re-employment
and work which is driven by cost congsiderations without gost
estimates? : , - s e

0 g -
R

To the extent that these experts can judge the costs on a
back of the envelope baslig, they are advocating several
Adeas which save money and are good policy..-Bruce's memo
cutlines many of these "tough love"” cost savers:-  There Is
regigtance by the HHS staff o inglude th&sa idess.

F&r axample: dia L. e e

u PR Lol .

- Mandatory supervised job search before signing up for
welfare. This may provide scorable savings of up to 82
billion over 5 years.

-, Minor mothers aannot have independent status. If they
cannot live with pavents, they must live with another,
adult guardian who will teach parenting skills. This
saves money because theilr welfare checks will be based
on their parent's Incomse Or AFDU check,

-

Lo Count théNEITC as . income for AFDC purposes., Oncg the

BITC 1s paid in advance, it should replace AFDC as &
non-stigmatizing support. Encouraging families to
collect both will underm%ﬁe support for the EITC,

- We can employ people off welfare in the jobs we will ~
craate with new federal money in child care, health
care, child support enforcement, housing refurbishment,
etec., This dramatically lowers the cost of a public
sector jobs program, allows communities to help

. themselves more, and clarifies "where the jobs are® for
concarned unions and other interested parties,

m Bruce's mamno containg many mors taugh -love and oust
saving policies.

-
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. Allcia, David, Bruce, Belle, and others are very concerned
abput the provision of work AFTER THE TWO YEAR TIME LIMIT.

~-Phage~in. The rate of phase~in affects”the number of jobs
needed at the end. Blow phase-in would be easier to fund, but |
looks less like an end to welfare. - Starting with those under 24
could be the right compromise. It all depends on the numbers.
~Job Quality and Length. ?utting people to work in anything
better than workfare or make-work-jobs is-very expensive. Most
of the senicr 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 oné-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 alternative to public jobs. The deepest
digagreements, howaever, arise over what to do after two vears on
waglfare and one or two years of work:

E

a) " Return to welfare as we know {t. {Maximum cost)

BY Let individuals return to walfare or the JOBS program,
‘hut lower the state maioh 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)

=3 In adgdition to option b, allow states o reduce benefits
for the job ready adults still on welfare after 3 or 4 yaars
but exempt a gertain number of poaople who will never work in
the private sector, {(Minimum cost, allows states a way out,
and provides an exemption for certain individuals.)

Assuming that CBO and other commentators will not give us any -
credit for changing the behavior of welfare recipients, deciding
hetween a, &, and ¢ above will determine thae steady sgtate costs
and the ultimate size of the public iobs program.

~-Unions and others ar&!boncetned about displacement. Strong
anti-digplacement provisions tend to leave make work as the only
option. Yet, without displacement provisions, critics will claim
that welfare reform will drive peopls from jobs and onto welfare.

-

" -ponnie 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 isn’'t drastically changed. We
will shoot curselves in the foot in 19896 and 1998 if our welfare,
reform proposal serves only to increase the atiractiveness 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?

-

1
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cc:  Bruce Reed, Larry Katz
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“FEMORANDUM FOR WELFARE REFORM TEAM .

+ »

February 18, 1994

nF

n - e

FROM: _ .. BRUCE ‘ S
SUBJECT: JOBS AND WORK

Here is an attempt to summarize the DPC/OMB/NEC vision of the JOBS and WORK

 program, and where ws stand on the Key questions. Please include these ideas 1 your draft

of the cost/financing/key issves document.
L Personal Kt:spﬁ:}si&lity:' Preventing Welfare Dependency

All recipients will be required to sign a Personal Regponsibility Contract that makes
clear up front the terms of their assistance - what they can-expect from govemnment and what
responsibilities will be expected of them in retum.

The Personal Responnbility Contrict st include the following conditions:

1. Upfront Job Search:  Applicants must go through 30-60 days of supervised job
search beforg receiving benefits. Emergency assistance may be granted in some cases.

2. Paternity Estabhishiment
* Require mothers 1o cooperate with ;mcmny estsbizsézmmt as a condition of benefis,

-* Reduce federsl match 1o zero for cases in which paternity is not established within 6
taonths,

* Apply pateruity establishent te{;usremmi% 1@ pt}hltc housing.

* Require birhing hospitals and pzmatal clinics whzch recetve ;mbhc fumis to ask -
sbout patermt} :

3. Tean Mathers at Home: Minar mothers mmust live at hoeme g finish high school,
Mmez mothers in AFDC households should not gqualify“as a scparate ¢asehead. Teens who

have babies must go nght back to sdmoi aod shonldr't be allowed 1o drop out for 2 year to
have a child, :

4. Natonal mepmgu Against Teen Pregnancy: We would hke 1o consider setting

*aside 3 small percentage of JOBS meney for this purpose, to set National Prevention Goals

and challenge the states to come up with school- or community-bassd plens to meet those



goals (90% paternity establishment by the vear 2000; an illegitimacy rate that is flat or
declining by the year 2000, etc).

5. No Additional Benefits for AddiSonal Children: Preliminary estimates from New
Jersey suggest 10-13% reduction w additional children bom on AFDC, Fvew without that
caseload impact, a family cap wall gene?aze signiﬁcsﬁt“ scorable benefit savings. .

OPTION 1: N_M rule of no edditionsl benefits for additional children, with some .
of the savings used for a national campaign-against teen pregnancy md to make sure _ s am e
recipients receive adequate family planning infofmation and advice. T
OPTION 2: State optiog te no longer provide sdditional benefits for additional
children, so long as states also provide famuly. plmmg informetion and counsebing. {Assume o
half the states will take this option, ' ”

* In any case: Prohibit Medicnid reimbursement for ferulity dmgs while on az:;:}c
{which I'm twold are- cm"rmtly paid fm i 40 states),

4, Rewards and Sanctions: Give states broad ﬂcxi?ziiity o adjust AFDC grants for
responsible behavior: p) requinng mdior rewarding parents to make sure their children are
immunized; b} requiring and/or rewarding parents of teenagers for staying in school: ¢}
requiring young parents to attead parenting classes; et

. e £ -
Ll - .

H. JOBS: Changing the Culture of Welfare

Qur biggest challenge s to chmgc expectations for recipients and cassworkers at the,

same time.  As we expand the JOBS program, we need to change the culture of the welfare
officc 10 reward work ami results. : -

1. P‘e:formsnmnﬁmd Matck: We need to change incentives within the welfars )
system o gef people off welfare as soon ax possible, with 2 declining federal match (highest
% in 1st 2 years, slightly lower in years 3 and 4; 50% in 4th year and beyond) that will

encourage states to spend money upfront, and reward states for maving people quickly into
the workforce, 7

gy * ‘ hat

2. Job Placement Ronuses and Worker Support. To change the culwure of the welfore
office, we need to reward thase who find peopie work and help them stay there:

qualify for the money, states must design 'a pim’ﬁ:o raesvafd caseworkers and placement firms
for successtul job placement and retention. State plans would require HHS mpproval.
Bonuses would only be paid if former recipient was still on the job 6-9 months later, and
might be limited to placement of recipients on the olis one year or longer, The bonuses

- enuld be used for recipients wn either the JOBS program or the WORK program.


http:Nation.ru

3. Choice and Competitiorn: In a time-limited system, many welfare recipients will
want to move off as quickly as possible. We should follow the Labor Department’s ,
Workferce Security model in two areas; a) by giving govemnors the option 10 create Charter
Welfare Offices, which would enable Project Match and other programs to compete 10 TI
becoms JOBS prugrums, dmi L) by ensuring that welfare offices provide recipients with R

consumes mformatha -on tht job placement records of the various prugrams and’ services et
available to them, - -

w - 4-Everybudy-Does Something: The definition of activities can be Hexible! bute ~ "7
everyone in"the JOBS program has to do something from Day One. In geuersl, it is better to
limit the number of extensions and phage in age groups more siowly than {o Tet z}m size of the

cohdn dictate a looser eXtension policy. No *deferrals” -~ everyone must be. participating in .
some way.

5. Any Job Is 3 Good Job: Anyone who is offered a job at any time on AFDC « in
the SOBS program or the WORK progrem — must accept the job or lose eligibility.

6. Sanctony. Follow APWA recommendation to impose 25% sanction of AFDC and
Food Stamps for non-compliance.

-

=7, Job Search Last Thé last three months of the two-year time limit’ mu*‘»i be 3%16111 on,
supervised job search, Rcc;pmla wust take a job if offersd.

IIL WORK, Not Welfare

). Guarantee a Job Offer, Not a Job. The WORK program is not 2 guaranteed job for

hife; e only guarsatee is thal recipients will be offered a job -- in the private secior, in a

subsidized public or private sector job, or in community service. Anvone who is offe
job n the private sector must take it or lose eligibility

2. Let the States Decide: We strongly favor work-for-wages, and are open 1o
szzggestmns on how to make it & viable opmm On other questions, we believe the only way
to make the WORK program work is to give states broad discretion in designing and
adminigtering it. We don't know the right answer» 5o we should let them experiment:

a. WORK Program Block Grant: Local job markets vary dramatically, and
different states will have different needs. The WORK program will provide ¢

) states s lump sum for esch WORK-mmdatory individual (including that

- person's bensfits), which will be enough to help pay weages, child care, md
pethups limited administrative costs, . States will make modey on some
recipients and lose money on others. States can use the money fo find,
submdize, or create jobs, States will be expected to set up or mske use of
governing boards with representation from government, busincas, and Inhar



We believe that it is vital to block grant the benefits as well as the
administeative costs - otherwise work for wages will be too onerous {with too
many monthly hassles) for the private sector.

b. Time Lunit the WORK Program: The WORK . program should be fimited to
2 years, with periodic job search during and botween-assignments. After 2
years, stetes will make gn-sssessment.of WORK graduates. If they are unshle
. 1o waork, the state can place them back on extension starus, where they will
. receive regular AFDC Lenefits and the state-will xemvc its regular match, but
where they will count against the state’s overall cay™on extensions. If they sre
able to work, the state can declare them job-ready end reduce their benefits as
much os half, The state will redétve a lower match farjob-ready long-termers,
_ These long-termers will still qualify for Job Placement Bonus.

3. Private Sector Subsidies: Wage supplementation should be made easier and
encouraged. State option 10 use both Food Stamps and AFDC 1o subsidize private sector
jobs, and to caleulate both in delermining wages and mieimum hours of required work.

4. Job-Readiness Standards: State optiop to demand high standards from recipients as
a way to increase employer confidence. For example, the WORK program vould require drug

testing snd other basic job screms. Anyone who is fired from the WORK program should get
one chazsce to come back, not sever:ﬁ

5, Spcli CGut Where the Jubs Are. When we propose legislation, we should make clcur
where the WORK jobs will be in the public and private sectors. We believe that it is

reasonshie o asswme that 20% of the new iohs could come from expansions zelatcd w
wc%fam rcf'om :

A, M@{gi Option 1 - award the IV-A child care money for JOBS and
WORK participants to the WORK program, which can use the money to set up -~
child care cooperatives staffed by panticipants in the WORK program.
Option 2 -~ give JOBS and WORK participants vouchers and a choice of child

- ¢are providers, but require thage promdcrs to hire a certain ;Jercmtagc of
WORK participants. ™"
b. }{angggg: Require public housing suthorities to spend a portion of their
huusing rehab money to hire welfure recipiznts, Weork with construction wunions
w develop nationwide apprenticeship program for residents of public housing.

¢. Child Suppont Boforcement: Missouri wants to use AFDC recipients as child
support mediators. They would also make excellent entorcoment investigutuls -
to relicve the crushing burden on child support caseworkers.

*

.



d. JOBS Workers: As Sen. Moynihan told us, in many welfare offices there
isn't much that separates people on cither side of the table. As we expand the
JOBS program, some of the new hires should be to hire people off welfare.

. e Other Federal Jnitistives < 'Ilead Stant immunizations, lJead.paint reraoval,

. §mggwmmt @cs, fmnig p_gg§ ““ ““ grystion: We need s solid estimate for each.
3 anatmmm iments: We should set a goal that 50% of the WORK -
slot be in the privale secioz, We believe that we should consider ullewing me
EITC for WORK panticipafits'in subsidized private sector jobs, not only te *
make those jobs more attractive but also because it will be difficult for the IRS

to tell who's getting 2 subsidy” (Why allew it for TITC-subsidized but not
WORK-subsidized? eic)

6. Mixing Work and Welfare: Weo should encourage recipients to work, but at some
point, we should encourage them to leava the welfare system:

a. Count the EITC as income for AFDC purposes: Once we have advance
payruent of the EITC, it will be income.

b. A time limit on mixing work and welfare: The clock should slow down for
recipients who work, but it shouldn't stop altogether. Perhaps a 4-year limit,
Counting the EITC 23 income for AFDC purposes would mitigate this issue.

~ .« ¢ Limit eam-back to 3 gionths: The purpose of eamning back eligibility should
be to allow = brief cushion in hard times, not welcome people back onto the

weifare rolls, No one who has loft welfare should be abie to eam back mote
then 3 months of eligibility at eny time.

-

7. Wotk ngmma for Nan-Custodisl Parents Whe Dou't Pay Child Support, If we're |

“going to have a sizable work program for AFDC mothers, we should have 2 sizable CWEP

program for fathers to work off their child support. We would like to include the option of 3
more expansive mandatary work program for non-custedial parents. We believe these

progtamy wes much better investinent then child support sssurance, and should be finded #t

_ - the same or significantly higher levels, States should have flexibility.to design their own

programs, but here the emphasis should be on CWEP, net work-for-wages.

»

I¥. Reinventing Government

We need to think more about whether and how these and other possible changes can
““help reduce welfare fraud. (f we don't come up with our own mnti-fraud provisions, we may
end up with fingerpnnting or something like ¢,

a—
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Welfare Reform

Policy Checklist PR
~ May 25, 1993 “ \ Oy 4

A Keeping Peepie Off Welfare

i

1. Making Work Pay

oo == How much will the expanded EITC reduce the welfare rolls? .. = )

—— What other incentives can we offer to make work a beiter dc‘zi" -

2. Health Care Reform - o o, .
- How much will health care reform reduce the welfare population?

B. Welfare {6 Work

1. Education and Training
- [Joes it work? What model programs should we follow?
—— How, can we do more with cxisting federal programs (JTPA, Dislocated Workers,
Unemployment Insurasce, efc.)? -
2. Iob 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
~w What kind of private sector jobs will be available for people leaving wgifarc"
- What kind of public sector jobs can we create, how many will we need, and how
much will they cost?

--C. Time-Limited Welfare -

1. Designing 2 Universal System - N

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

bankrupting the States or creating an enormous burcaucracy?
- Who should be exempt?

. -~ How should we.sanction those who refuse o work?

- How quickly should we phase in this new system?

W{)rkfarc vs. Work Instead of Welfare
- Should people work off their benefits (like CWEP} or should we gu&{aﬁzcc theny
full-time minimum=-wage public~sector jobs, or should we use their bencfits to subsidize
private-sector employment? |

e
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1. Bold, Persistent Experimentation
-~ How do we streamline the welfare system (AFDC, food stamps, housing, stc.)?
~~ How do we encourage bortom—up experimentation while still insisting on

~ fundamemal rcform?

i e

e D Orther Issues ' o - e .

1. Child Support Enforcement o
~~ What incentives can we use to demand.sesponsible behavior? . -

2. Building Suppon
- we= ~— What do the states need to make these reforms work? C e
~~ How ¢an we attract support from community groups and the private sector?
3. Money e
—-- How much will welfare reform cost?
—= Where can we find the money? -

o



