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THE WHITE HOUSE 

WASHINGTON 

August 6, 1993 

Mr. Raul Meyreles 
EKecut~ve Director 
La Cooperative Campesina 

de California 
2101 Capitol Avenue 
Sacramentoj California 95816 

Dear Mr. Meyreles: 

Thank you for the interesting proposal on 
the Family Self Sufficiency Project. 

I appreciate your taking the time to share 
the report with us. I will pass it to the 
Working Group on Welfare Reform, and 
Family Support, and Independence at the 
Department of Health and Human Services. 

Sincerely, 

~~ 

Bruce Reed 


Deputy Assistant to the President 

for Domestic Policy 
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RlaSl)(ngton, Jl~ 20515-<1505 
August 3, 1993 

Mr~ Bruce Reed 
Deputy Assistant to the President for Domestic Policy 
Old Executive office Building, Room 216 
17th Street and Pennsylvania Avenue 
Washington, D.C., 20500 

Dear Bruce: 

Enclosed is a proposal from La Cooperativa Campesina de 
California containing an intriguing idea for consolidating some 
of the differences for many public welfare agencies and services. 
La Cooperativa's suggestions have received the endorsements of 
the governors of California I Hawaii, Oregon, and Washington~ 

La Cooperativa's proposal would increase the economic self 
sufficiency of immigrant migrant-working families by building on 
the values already present in the family. It provides a flexible 
and comprehensive model for employment assistance and training 
services for Hispanic and other limited English proficient 
families. Besides creating a more capable work-force, an 
investment in the education and training of these workers could 
save substantial amounts in public assistance~ 

Thank you for your time and consideration. I look forward 
to hearing your opinion on this material. 

S erely, 

of Congress 



LA COOPERATIVA 

• Gw,rgt'l. Orlit:. 

ChllinW:1fI CAMPESINA 

Raul J1OC)'TcI.·.. DE CALIFORNIA

fut'c"IiI'1:' J)in'f'lur 

July 20, 1993 

Honorab1e Robert T. Matsui 

23 I I Rayburn House Office Building 

Washington, D. C. 2~~. 


Dear Congressman~ 
Regarding the recent discussion between Tom Keaney and Joe Velarde, enclosed is a copy of the Executive 
Summary of the family Sllif Suffici<:!lcy Proj;X;l developed by Pacific Community Partners, a coalition of 
community~based> nonprofi~ service delivery organizations. in which La Cooperativa is a principal shareholder. 

We firmly believe that only by coordinating and integrating services at local levels, can the growing problems of 
unemployment and underemployment with their dlsastrous effoc1S on family and community integrity, be 
properly controlled and managed This is especially significant for the low·inoome population, which includes the 
vast majority of immigrants. refugees, fannworkers, and an increasing number of dislocated workers. 

Our effons to advance this -family-centered" approach to delivering all employment and training. education, and 
,uppM senices. from the status of a unique concept to that of a fully developed project have been underway since 
the presidential victory of the Democratic Party last Fall, which brought with it a promise of real change, for the 
fm;t time in 12 years. Current represoolatives of the U. S. Departments of Education, Health and Human 
Services. and Labor have shown an interest in the -project's innovative potential. and especially so in the lauef 
department. The enthusiastic endorsement -of the governors of the participating states of california, Hawaii, 
Oregon. and Washington is evident in the enclosed copies of their letters to the Secretary of Labor at the time, the 
Honorable Lynn Martin. 

We seek your assistance in bringing this "mold-breaking" project to the attention of Mr. Bruce Reed, the 
President's Advisor on Domestic PolleYl primarily becat:se we recognize that it needs to be assessed from an 
integrated. national pet"S'fJOCtive, A "macro-view"" is important in order to fully appreciate its innate potential fOT 

)ringing about methodological changes in the exi.ring human and social services delivery systems that, 
lt~retofore. have had very limited success in belping to resolve what is perhaps the most serious of President 
?linton's domestic problems: unemployment. 

ta~~ you in advance for your continued support of our efforts, and also take this opportunity to wish 
JU ~7 ._th and ,uroe" in all of your work. Please be assured of our highest esteem and regard. 

Su,'mmento f:alitorniu 95816 

fa", (916) 441·2326 

o.unIR~L\ Ht-\U.... lIf;q·:U}\>\lE;\T Cf)IH .. mAnO;\ • CE~'1'ER FOil K'ltrl.onm."",.TRAi!\j!\G 

CI:~TIlAL \·Atn:y {l1'1,,)!rrL;o.ITY cr:!'!'n:1I • EMPUIYERS' TilAINJ!\C lItsot!llC£ 


PH, ,TEl ~ TI!\ 1;>'I:"G I( l:..\lPIJJBm~'T. I:"C.• STKn; OF CALlFOR;\I,\ t:MI'LOy."n::>iT flE\'i,'l..oP\f(ST OI';1'AII1\1£:>iT 


n ly. 
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PAtnnccO~PAR~ 

FAMILY SELF SUFFICIENCY PROJECT 


EXF£UrIVE SUMMARY 

To implement a comPrehens:::fJ,!:,ter-egency, multi-service program 10 strcngtben the sc:!f .ufficiency
of low income families by b . . g on !he inherent self-reIiaDce and family val_ C1f immigrants. 

A ooolition of nonprotlts, it i. the largest and most effective community based provider of basic 
education, BSL, and employment and' training services 10 Hispanics, other immigrants, and 
brmworkers on the Pacific Coast. It consists of the La Cooperativa Campeslna members!Up, 
Benuandad Mexlcana Nac!onal and Templo CaI,arlo Legali • .atlOll and Education Center, and 
Oregon, Washington and Hawaii Human De,e1opment. CaliComia Human Development 
Corporation i. the \ead agency and fiS(:O! agent. 

Low income, primarily Hispanic, rural and urban, Iimiled BoeHsh-speaking, immignml families in 
California, Oregon and Wasbingron and Filipino and other brmwOr!rer f1uiiiJjes in Hawaii. 

This population of new Americans i. ~oung, moblk> and strongly motivated, but constrained by 
education and limited English 10 worldng in poorly-paid jobs which provide an unstable live1ihood. 
This workin&-poor population bas strong family values and tradition. of informal self-help and 
community participation, but widespread poverty makes life difficult and stressful. 

Many families piece together a series of short·term jobs in entry-level manufacturing or service 
industries while working seasonally as migrant workers traveling a circuit including different regions 
of California, Oregon. and Wasbingron. Although current labor force participation is high and 
welfare dependency low among these families, cIironic under..".ployment and seasonal 
unemployment undermine family self-sufficiency. 

Because of language barriers, mobility, and avoidance of established insnunion., theY have Vett:;. . 
limited access 10 education and services that woul4 improve their well being. Their language and 
basic skills deficits, low incOme, and the unpredictability of farm work arufcasus11abor. put them at 
substantial risk of needing to rely on public assistance and benefits fot survival. An investment in 
training and education is an effective way of guamnlee!ng the long-term economic self sufficiency of 
these work.". and their families. . 
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The two-year P1'?!ect will achleve family self sufficiency by providing family cas.e mana&e:,ent 
1htough an established network nf local, community-based service providers. BIIJDgual
Manage.,. will enroll and assess !he entire family; develop an education and service plan in 
consultation with !he primary wage earner and other responslbl. adults in the family; ooordinate the 
delivery of primary serviocs by the community a&enCY and by individual refenal to OIlIer public . 
resources; provide supportive service> .""""""Y to realize planned goob; and Ii:>llow up and munitm 
progress to ensure that servides are aceompli!!hing real changes. 

The ease management systl!m will ""mbine !he """'u.rteS of the Departments or Labor, Health and 
Human Servires, and Education in a demonstration, integ!1itnd inter-agency effort. To access and 
track a variety of services to ~ members nf a llunily, !he recently developed Snmrt Card 
Technology will be uaed. 

Case Management and Core Life SJdlls Training provide the matrix for intepating a range of 
primary training anll educatioDal ...-.i<os whiell include: 

• 	 Core Life Skills (SurvivAl En,glish, Analytical Skills, Parenting, B:uic Health, Community 

Resource Access, Civics, Clt:tzenship, and Problem Solving); 


• 	 School Advancement (TutorinC and Scholarship Assistance);
• 	 Job Training and PJacenient (Vocational Classroom Ttaining and Om; 
• 	 Basic Education and ESL (English, Basic Educational Slalls, Family Literacy and GED prep); 
• 	 Community Service (SUmmer Youth Employment. Community Service, Senior Employment and 

Work Experience); , 
• 	 Career Advancement (Contiouing Education, Workplane Literacy, Certification and Special 

Permits). 	 ' 

Long term employment training may last from six to 24 months. Suppomve services will include 
child care, transportation; nutritional, housing and emerg"""1' assistance to make completion of 
training possible; job development, placement and job netentlon servi=; income stabilization, legal, 
immigration and health oounseling. A small tc(lnomic developroent program, tinknd with !he 
training program, will pnovide small business assisllInoe, entrepreneurial training. and incentives to 
participating finn. who ""pOnd their workforce to hire enrollees., 

• 	 A focus on involving and serving the whole family; . 
• 	 Paolin, ~.:r3.from several categorical prognuns to allow more versatile services; 
• 	 A core tife . cuniculum as the basis for lifelong learning and problem·so1vlng; 
• 	 A widespread network to serve urllan-rural mig1ont&--"anytime. any place'; 
• 	 Continuing counseling suppon over a long-tern> period to consolidate achievements; and, 
• 	 Accessing and """'king client use of services using Smart Card tecbnology. 

The integrated service delivl.ry network and "enhanced" case management approacb provides 
~tles fur • wide ""'F ()f federal IIjIencies to explore. new approacb to inter-agency 
co . on and increasing service effectiveness, while systematical1y broadening the menu of 
service> provided by Pacific Community Partners. Furuling is being sought initially from the 
Departments of Llbor. Health and Human Services, and Educalion. 

http:delivl.ry
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An exciting potential Smart Card use is combinlnl< multiple human """";ce providers' client 
informatiun including educalion. trainiiIg, counseling, mecili:al, family ..,.....;ce. ttBnSpOrtation, and 
en=gency mecili:al on one card. Adding the dimension of the whole family as the basis for InICIdng
"""";ce interventions offers ""Iior """";ce coordination bn!llktluouglu. 

The ability to link """";ce providers and to chart service planning, moeipt and 011_ can he a 
dramatic human services milestone. The underlying premise Is that. (:Ore set of data must he 
oommOnlb.:~' coll""ted!and shared reganlIess of funding SOIll'CC or reponing requin:menl. This 
will help down the information barrierJ among programs. These banier> "'" often limes 
arbitrary at best and regressive at worst. 

Relying upon Smart Card tecI>nology will automate many of the routine administrative lBSb and 
transactions which have consIr.Iined traditional effutts in case m~ent. The Smart Card-based 
management information system will link ~... Padfic Commuruty Partners' four-state "'l!iOnal 
network and gn:alIy facllit.atci efficient and tive service to mi&t""'t families.. The Smart Card is an 
especially powerful and appropriate technolofllcal tool wben • program participant is likel:y to use 
several service providers or when the service providc:.r has multiple l"""tions that "'" nOt linked by 
computer as is the case with the Pacille Comm\lltity Parm"",' Wldespread service network. 

; 
Pacille Comm\lltity : family-oentc:.red, multi-service stnW:gy represents a sharp depatture from 
CUIWlI highly targeted, cllont-eentered. and nillTOwly speciaJ.i%ed program designs. Impact on 
individual elient and on whole families will he traclred using multiple indicators of learning, 
employability gains, and long-term post-program fonow-up. The Integrated Smart Card-ha.sed 
management informallon sy~ will gonererate consistentlrigh-<!uality data on services r=lved. 
The evaluation framework will address the efficacy of serving whole families versus individual 
clients. Documentation of the program impl ....entation challenges and organizational problem-solving 
strategies will provide useful guid3ru::e for efforts to replicate the prognun. 

George L. OrtiJ: or Chris Paige 

California Human Develupment Corporation 

3315 AitwavDrive 


Santa Rosa. gA 95403 


(707) 523-1155 

__,N 



.--------. " 

I 71 

k-flr.r.IqENc~ 
~, 

'c'!iAS'SBO'OM TRAINING 

BASIC SKILLS , 
TRAIN1NG 

;; 
: \ 

• > > "\. t\; IJ08 
;;:'-;;CEMENt --

VOCATIONAL 
SKILLS 

ENGLISH I\S 
t.'SIiCON D 
L'INGUI\GE 

ON TIIEJOB 
TRAINING 

COMMUNITY 
SERVICE :J 

..t:.~!!!!!!!! 

, : -': ,-------_ ..... _. 
~pUCATJONAJ.. 
ACHIEVEMENT 

. '. I . _... _-------

'ANCEMEN 
, ! ; -

!!J 

S~PPPRTJV~ 
COUNS~"'NG »SERV,CES . 

EMPLOYM~NT 
, SERVICES" 

~ 

lCASE MANAGEMENT~ ~ ~ {.~ 
SELF~' ~ 

~--~========~~~~,~~ .
'* 
rI ~ 

~ 
~ 
NOUTREACH' 
~, '~ ;, . ........loW-income. Q~ 

Unelllployed Families 
'amtiH 

UHIttlhHt At t 

IndividualS ~"""It ftAt
l 1 _. .;,' I • 

~, ' 

Prjmary.~ 
 ~ 
... waget~","m 
lfamenI , ~ 
•I.-. ~.>t··:6"'-. 


• Secondary f;:'

I wage " 
lIamers 

',.' " ' I
Youth" ;;j 

, .. 

t!l 
Q 
Q ,~ 
Q 

~r; 
~ 

Rl'Y.4/93 



. . 07/19/93 14:36 !t107 523 3716 CHDC CEh"TRAl ADM ....... LA. COOPERATl\'E IaI 006/018 


SELF SUFFICIENCY 

II ..i,FAMILY CASE MANAGEMENT 


llaal: 


Family Service Plan & 

Management • 

• Family Enrollment [Multiplel
• Family Ooa! Setting & Decision Making 
• Family Self Sull'icicncy Assessment 
• Family Self Suffu:iency Planning & 

lmplemenwlon 

EDUCATION AND TRAINING 

" 

Activities 

". Survival English, Parenting, 
Basic Health, Community
Resoun::e Acc:c:ss, Civics, 
Citizc:nsllip, Problem Solving 

TutoringlScllolarship Assistance 

• Vocational Tmlning, orr 

Famil Li • 
ESL. bEI>~ Malh 

Summer Youth Jlmployment 
Program. Senior Employment. 
Commuruty Service Corps. wt!X 

Workplace Literacy. Continuing
EdUClllion 

Ooll:om.. 

Survival Skills 
• Improve A""""" 

Decrease Risk FaClOtS 

~tlonIAdv~t 
. in School 
SdlooIIWorlc Transition 

- Goodlobs 

Incnme in buic 
,kills 

Reinforce Other Components. 
e.g., Summer lobs For 
rn'Scbool KIds 
Income Stabj1ilation 

I 
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I ECONOMIC DEVELOPMENT : 
• Enttepmneuria! Tralnlng 
• IIusine$s Planning 
• Loan &. TA A<:cess Assistance 

SUPPORTIVE SERVICES 

• Child CarelDevelopm...t 
• HoIlsIng Sbollc:r 
• Medic:aJ 
• Nutrition 
.~ 
• lmmigmtion 



GOVERNOR'S OFFICE 

January 5 I 1993 

The Honorable Lynn Martin 
Secre.tary
U.S. Department of Labor 
200 Constitution Ave N.W. 
Washington. D.C. 10 

Dear Ma~ tary: 

The state of California strongly endorses the proposal 
presented by the california Human Development Corporation and 
affiliate organizations to provide comprehensive employment
assistance and training services for displaced limited English 
proficient workers and families. 

As you know, downturns in the economy and several natural 
disasters have forced California's jobless rate significantly 
above the national average. A program such as the one before you 
includes the necessary service and education components to put 
people back to worK in California. This program receives my 
personal support because it focuses on welfare prevention and 
self-sufficiency for its participants. 

California's diverse economy and ethnic composition requires 
innovative approaches to meet our residents' education and 
training needs~ Having had the opportunity to work closely with 
the applicants during the relief effort for the December 1990 
Aqricultural freeze. I am confident in their ability to provide
and coordinate the services vital to the success of this project. 

I also approve of the U.S. Depart~ent of Labor's plan to 
contract directly with the applicant for the provision of services 
as identified in the proposal. As Governor of the State Of 
California, I pledge the support of state agencies that ~ill 
coordinate with the applicants to ensure efficient and expedient 
service delivery. 

It is my hope that programs such as the one proposed by 
California Human Oevelopment Corporation will serve as a model for 
the nation, as we all seek to prepare our workers for a changing 
national economy~ I urge your prompt support of this program. 

Sincerely, 

!'lAICt:::::'wILSON 



£XECUTIVE CHAMBERS 

,/QHN w~''''c£ 
...... ~ ...O. December 17, 1992 

The Honorable Lynn Martin 
Secretary of Labor 
200 Constitution Avenue, N,W. 
Washington. D.C. 20210 

Dear ~ladam Secretary: 

The State of Hawaii endorses the innovativ. proposal to provide comprehensive 
employment assistance ;1nd training services for Filipino, Hispanic. .and other limited 
English proficient displaced workers submitted by California Human Development 
Corporation db. Hawaii Human Development (HHD). 

We also approve of the U. S. Department of Labor's plan to contract directly witb the 
applicant for provision of services as identified in the proposal. Furthermore, the State 
of Hawaii agrees that appropriate State agendes such as the Employment Service 
Division and the Office of Community Services will coordinate with HHD to ensure 
cast-effectiveness and continuity and to avoid duplication of effort. 

H:.twaii 1s subject to severe economic dislocation and plantation closures due to techno~ 
logical changes in agriculture and fluctuations in the global economy. It is our hope that 
this n:-oieci will orovide the St:lte and nation with new. tlexible models of remlininl! .. . 
displaced workers which promote self·sufficiency for the entire family while giving the 
primlty wage earner the skills needed to meet ihe challenges of our changing workplace. 

With kindest regards. 

Sin rely, 

JOHNWAlHEE 



BARBARA ROBERTS 
GOVERNOR 

OFFICE OF THe: GOYER NOR 

STATE CAPITOL 

SAUM. O~EGON 97310.0370 

T£LEP~ONt: IllO)) ,78·3 t t! 

December 22, 1992 

The Honorable Lynn Martin 
Secretary of Labor 
U. S. Department of Labor 
200 ConstItution Avenue. NH 
Ha$hlngcon. DC :Q210 

O••r 	Secr.tary Martin: 

The State of Oregon endorses the Innovative proposal to provide comprehen,lve 
employment asslst.n,. and training s.rvlces for Hispanic and other limited 
English proficient families submitted by California Human Oevelopment
Corporation, whIch does business In our state .s Oregon Human Development
Corpor.tlon (OHOC). He .Iso .pprove of the Oep.rtment's pl,n to contract 
directly wIth the appllc,nt for provision of services as IdentIfied In the 
propo,. I. 

Further. The State of Oregon agrees that approprIate state agencies such as 
the Employment Service and the Housing and Community Servlc&s Oepartment will 
tOtrdlna!. with OHDC to en,ure cQst-effectlvene,s and continuity with no 
duplication of effort. It I, our hope that thIS prOject .111 provIde the 
state and natton with new, flexible models of retrainlng dlsplaced workers 
whIch promote ,elf-sufficiency for the entire famIly whIle gIving the prImary 
wage •• rner the skIll, needed to meet the challenges of our changIng workplace. 

Cordl.lly. 

(c: 	 Lazaro S. Sanchez, Vice-President 
Oregon Human Development Corporation 

Steve Minnich. Administrator 
State of Oregon. Adult and Family Service, 

Pamel, Mattson, Admlnl'trator 
State of Oregon. Employment Olvl,lon 

Rey Ramsey, DIrector 
State of Oregon. HOUSing and Community Services 



STATE OF WASHINGTON 
~ Oft nE GOVERfrl()R 

OLYMPIA_., 

BOOTH GARDNER 

""""'"'" 

December 18, 1992 

The Honorable Lynn Martin 

Secretary of Labor 

US, Department of Labor 

200 Constitution Avenue. Nonhwest 
Washington, D,C. Z0210 

Dear Secretary Martin: 

The state of Washington endorses the innovative proposal 10 provide comprehensive family 
self· sufficiency services through welfare prevention for Hispanic and other limited English 
proficient families submitted by California Human Development Corporation. which does 
business in our state as Washington Human Development (WHO), We, also approve of the 
Departmem's plan to contract directly with the applicant for provision of services as 
identified in the proposal. 

Further••he "ate of Washington agrees that appropriate state agencies such as the 
Depanment of Social and Health SeMees and Employment Security will coordinate with 
WHO to ensure cost·effectiveness and continuity with no duplication of effort, It is our 
hope that WHO's project will provide the state and nation with new, flexible models which 
achieve long-term self·sufficiency for the eOlire family by giving family members the skills 
needed to meet the challenge. of modern living. 

Sincerely, 

~~~~ 
Booth Gardner 
Governor 
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PACIFIC COMMUNITY 

PARTNERS 


i 

FAMILY 

SELF SUFFICIENCY 


PROJECT 


A Comprehensive, Interagency 


Multi Service Program 


Which Will Strengthen The 


Self Sufficiency Of 


Low Income Immigrant Families 


By Building On Their 


IIlherent Self Reliance And 


Family Values 


..... 
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ABOUT 

PACIFIC COMMUNITY 


PARTNERS 


A Coalition of community-based non-profit 
organizations, 

California Human Development Corporation 
Hawaii Human Development 
Oregon Human Development Corporation 
Washington Human Development 
La Cooperativa Campesina de California 
Proteus Inc. 
Central Valley Opportunity Center 
La Hermandad Mexicana Nacional 
Templo Calvaria Legalization and Education 
Center 
Employers Training Resource 

... 	This coalition is the largest provider of services to 
immigrants on the Pacific Coast. 

Ii'" 	 California Human Development Corporation will 
act as the lead agency on behalf of the partnership. 
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PACIFIC-COMMUNITY' 

PARTNERS· 


Provides services in the States of 


California, Oregon, Washington, and Hawaii 


-

,O~ 

C 
· 
-

_. 
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OUR.CHALLENGE 


..... 	 Providing families with integrated, comprehensive 
strategies that address family self sufficiency . 

... -	 Empowering families to act as a decision making 
•urnt . 

...- Integrating a recently immigrated, largely 
unskilled, liimited English speaking workforce with 
the skill requirements of a transforming American 
economy. 

.... 	 Providing individuals and families with both basic 
and vocatiohal skills that will allow them to secure 
non-seasonal, well paid employment in the jobs of 
today as well as the jobs of tomorrow. 

..... 
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WHY DO WE NEED A_ 

NEW P.R.OGRAM DESIGN? 

Current efforts to meet these challenges are fragmented 
into categorical programs which: 

Ii> , Lack focus en the whole family 

Ii> - Duplicate services such as intake and assessment 

Are not consumer oriented: they fit the client to the 
program, not the program to the client 

Ii>- Make inter-agency cooperation difficult 

Ii> - Do not link training and other services to economic 
development 

Ii>- Increase administrative costs 

... Are limited to short term quick fixes 

Ii> - Do not promote lifelong learning 

Therefore: 

Ii> - Are not investment oriented and long term in 
nature, 

.. - Fail to addrbss broad issues of self sufficiency and 
welfare pretention 
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THE-TEAM~MEMBERS 


U.S. Department of Labor 

U.S. Department of Health and 

Human ~ervices , 


U.S. Department of Education 

U.S. Department of Commerce 


State of California 


State ofiOregon 


State ofWashington 


State ofUawaii 


Pacific Community Partners 
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TARGET GROUPS 

Immigrant Families 

Rural and Urban 
MigrantS 
Unemployed 
Underemployed 
Dislocated 
Farmworkers 

Strengths 

Strong family values and networks 
High rates of labor force participation 
Low rates of welfare dependency 
High motivation to improve 

Risk Factors 

Limited in English 
Unemployment, dislocation or seasonal employment 
Limited in basic skills 
Failure to progress in and/or complete school 
Limited in vocational skills needed in the labor 
market.• 
Potenti~y welfare dependent . 
Matrix qf other risk factors e.g.: lack of shelter, 
family violence and substance abuse. 

....' 
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PROGRAM DESIGN 

AM> SERVICES 


Family Case Management Framework 

Family Self Sufficiency Assessment by bilingual 
counselor 
Evaluation of risk factors 
Family Self Sufficiency Plan development 
Active involvement of family in dec1sion making 
Any time, any place, access to service network 
Smart Card access and tracking 

Multiple Family Member Enrollments 

In a comprehensive service strategy including: 

Training and Education 

Core life. skills School advancement 
Basic education Community service 
Vocational training Lifelong learning 

Support Services Economic Development 

ChUdcJe Small business assistance 
Health Entrepreneurial training 
Nutrition 
Transportation 

I 
I 

..... 
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ROLKOF' 

THI£ SMART CARD 


WHAT IS A,sMART CARD? 

A Smart Card is a credit card with a very small built in 
microprocessor which: 

~ - Stores up to 2K of information 
I> -. Provides privacy protection 
I> Is used wIdely in Europe as Debit Cards 

In the project, the smart card will be used to store client 
eligibility. assessment, and service information. 

BENEFIT TO THE PARTICIPANT 

1>- Simplify assessment procedures 
~ - Move easily between providers 

BENEETI'TO SERVICE PROVIDER STAFF: 

I> - Reduce unnecessary paperwork and speed up 
service management 

~ - Ensure consistency and accuracy of information 

BENEFn'TO STATE AND FEDERAL AGENCIES 
AND OTHER PROVIDERS 

1>- Link the project with ongoing efforts 
... - Provide a core set of data to foster coordination and 

linkages . 
... • Empower participants to access other services 

..... 
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DEMONSTRATION 
F:EA1~URES 

Family focus 

Multiple family member enrollments 

Pooled funding' from categorical programs 

Family case management and decision making 

Core life skills curriculum linked witb broad based 
•servICes 


Comprehensive services - "one stop shoppingII 


Rural/urban network of service sites 


Continued education and cOWlSeling over a long 

period to consolidate achievements 

. Accessing and tracking of services using 
.smart card teclmology 
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.a~ington, lB( 20515-0505 
August 3, H93 

Mr. Bruce Reed 
Deputy Assistant to the President for Domestic Policy 
Old Executive Office Building, Room 216 
17th street and Pennsylvania Avenue 
Washington, D.C., 20500 

Dear Bruce: 

Enclosed is a proposal from La Cooperativa Campesina de 
California containing an intriguing idea for consolidating some 
of the differences for many public welfare agencies and services. 
La Cooperativa's suggestions have received the endorsements of 
the governors of California, Hawaii, oregon, and Washington. 

La cooperativais proposal would increase the economic self
sUfficiency of immigrant migrant-working families by building on 
the values already present in the family. It provides a flexible 
and comprehensive model for employment assistance and training
services for Hispanic and other limited English proficient 
families. Besides creating a more capable work-force, an 
investment in the education and training of these workers could 
save sUbstantial amounts in public assistance. 

Thank you for your time and consideration. I look forward 
to hearing your opinion on this material~ 

S erely I 

of Congress 
~--atsui 
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June 21, 1993 

Mr. William H. Kolberg 
President 
National Alliance of Business 
10201 New York Avenue. NW 
washington, D.C. 20005 

Dear Mr. Kolberg: 

Thank you for your letter of June 7 
enclosing the paper entitled, "A Business 
Approach to Welfare Reform." I appreciate 
your taking the time to share the 
information with us. 

Sincerely, 

Bruce Reed 

Deputy Assistant to the President 


for Domestic Policy 
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June 7, 1993 

Mr. Bruce Reed 
Deputy Assistant to the President for Domestic Policy 
Executive Office of the President 
The White House 
1600 Pennsylvania Avenue. N.W. 
Washington, D.C. 20500 

Dear Bruce Reed: 


I am delighted to provide you with the enclosed paper, A BWiiness Approach to 

Welfare Refonn. 


This paper describes some of the issues in our current system of public welfare, 
outlines the social and economic costs of this system, and suggests a framework for 
the business community's involvement in its refonn, It does not attempt to answer 
the many questions sure to be discussed during the debate on welfare refonn. 
Nonetheless, the paper raises the issues business believes are essential to welfare 
refonn efforts and discusses how those issues should be addressed. Fundamentally, 
the paper proposes the need for a business approach to welfare refonn, because 
there can be no comprehensive attempt at reform without employer involvement. 

For the past twenty~fiye years, the National Alliance of Business has worked with 
business and all levels of government to help citizens with special problems obtain 
training and jobs, In this, its 25th Anniversary year, the National Alliance of 
Business is rededicating itself to serving as the nation's catalyst for building an 
internationally c.ompetitive workforce. This mission includes all Americans because 
we cannot afford to lose the productive talents of any citizen. 

Central to this mission. are the Alliance's efforts to improve local welfare~to-work 
programs and, thereby, our nation's welfare system. NAB comes to this discussion 
as the only organization representing the role of business in welfare~to-work 
programs. Much of the Alliance's involvement has been aimed at increasing 
participation by the private sector in the development of we1far'e~to~work programs. 

1201 New York An:rmt. NW WR.~hilu.,"1(ln, DC 2!l1x)5.;N17 
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Since August 1990, NAB has been the prime contractor to the U.S. l?epartments of Health 
and Human Services, Labor and Education for the development and delivery of training and 
technical assistance to state and local Job Opportunities and Basic Skills Training (JOBS) 
program operators. This contract has given NAB hands:-on experience. in implementing, 
welfarewto~work p~grams at the national, state, ana local level. A.dditionally, through its 
field offices, the Alliance has also been involved in numerous welfare-to-work projects that 
entail providing technical assistance to states. Clearly, the Alliance has a great deal of first
hand experience which it will contribute to the fonnulation of any welfare refonn proposal. 

- I • ' 

Knowing of your deep commitment to providing education and training opportunities that 
help disadvantaged citizens move toward self-sufficiency, I want to share this paper with 
you. I hope that this paper will be of use to you in your deliberations about welfare refonn. 
I look fOlWard to hearing your comments and thoughts about this important issue. 

s~ 
William H. Kolberg 
President 
National Alliance of Business 
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A BUSINESS ApPROACH TO WELFARE REFORM 


Executive 

Summary 


• 

Today there is widespread agreement that our welfare system 
must be improved, Created to address economic problems. of 
the 1930., Aid to Families with Dependent Children is no 
longer suited to social conditions of the 1990s. Congress took a 
major step toward reforming the welfare system with passage of 
the Family Support Act in 1988, Even so, welfare refonn 
continues to remain high on the public policy agenda. 

Growing dissatisfaction with the system prompted President 
Clinlon's campaign pledge to "end welfare as we know it." To 
fulfill this pledge, the President has outlined several principles 
that will guide his welfare refonn proposaL He would impose 
time limits on the receipt of benefits, expand the Earned Income 
Tax Credit, toughen child support, and increase education and 
training opportunities for welfare recipients: 

A comprehensive refonn of the welfare system will require a 
concerted effort by, and the active involvement of, both the 
public and private sector, Because a strengthened and expanded 
welfare-to~work progrdlil is widely recognized as crucial to 
refonn, the business comm~nity must playa critical role in this 
effon. As a business~led organization involved in weJfare-to
work programs nationwide, the National Alliance of Business 
(NAB) has developed this paper to provide a business approach 
to welfare reform efforts. 

The paper describes some of the issues in our current system of 
public welfare. outHnes tbe social and e<:onomic costS of this 
system, and suggests a framework for the business community's 
involvement in its refonn. It does not attempt to answer the 
many questions sure to be discussed during the debate on 
welfare refonn, Nonetheless, the paper raises the issues 
business believes are essential to welfare reform efforts and 
discusses how those issues shou'd be addressed. Fundamentally. 
NAB proposes the need for a business approach to welfare 
refonn because we believe there can be no comprehensive 
attempt at reform or any expectation of its success without 
employer involvement. 
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Background 


This approach to welfare refonn recognizes that any new or 
refunned system must be finnly rooted in and connected to the 
local labor market. Any system of public assistance that is not 
inextricably bound to toea) economic conditions and labor needs 
wiJI face significant barriers in helping to move its panicipants 
to productive employment and self-sufficiency. 

Refonning the welfare system win be a large and complicated 
undertaking. It will require addressing issues not only specific 
to welfare but also related to child care, health care, 
transportation, housing, job training and education. But if a 
refonned welfare system does not have at its core assimilating 
welfare participants into the workforce, it will achieve only 
limited success. American business should take part in the 
welfare refonn debate to ensure that the redesigned system 
encourages work and assists participants in becoming productive 
members of our society. 

A brief SCan of the current public welfare system reveals four 
major weaknesses, First. welfare does nor reinforce values most 
Americans believe are important: work, family, individual 
responsibility, and self-sufficiency, Welfare rules penalize 
savings, perpetuate dependency, discourage work. and isolate 
recipients. In short. welfare often rewards failure not success. 

Second, welfare often penalizes marriage and underwrites single 
parenthood, Welfare rules have traditionally imposed a stiff 
"marriage" penalty: women who marry a man with a job usuany 
exceed AFDC limits on household income and thus lose their 
benefits. Couples who choose to live together instead of 
marrying suffer no such loss of income, 

Third, much of what the federal government spends on public 
assistance to the poor is lost in an uncoordinated and inefficient 
system. -Because this money is dispensed through so many 
separate programs and delivery systems with their own rules and 
regulations. much of it is swallowed up by an ever expanding 
bureaucracy for delivering social services, and never reaches the 
poor. 

Finally, and most ;mportant from a business perspective, 
welfare undercuts the incentive 10 work. The current system is 
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A Call for 
Reform 

replete with rules and regulations that have the effect of 
discouraging those who wish to work from doing so. For 
many, staying on welfare is simply a matter of economics. 
When cash assistance, medical, transportation, housing, and 
child care benefits - many of which are cut for those moving off 
AFDC - are considered, welfare often offers a more stable 
income than work. 

The costs of maintaining the current system must, then, be 
measured in both economic and social leoos. Currently, 
Washington spends about $150 billion a year on 75 means-tested 
programs for the poor. In addition, the indirect costs, in the 
fonn of higher taxes to pay for remedial education, emergency 
medical care, drug treatment, homeless shelters, police. courts. 
prisons, etc. are an increasing burden on the economy and on 
our society. 

Even more significant, however, are the costs of losing the 
productive capacity of a large number of our citizens. This is a 
loss of the productive potential of millions of citizens who 
cannot, for lack of education and/or skills, compete in a global 
economy. Nor can these costs be measured simply in economic 
tenns. The costs of continuing with the current system will 
drain our country of imponant human resources well into the 
21 st century. 

A general consensus has been fonned that there are deep 
structural flaws in our public welfare system as it currently 
operates. A closer look at common attitudes about welfare, 
however. reveals two general and distinct points of view 
regarding welfare recipients. Recent studies have shown that 
people generally view welfare recipients in one of two ways: as 
long-lenn, or "career." welfare recipients and as temporary. or 
"transitional, II recipients. A focus group study done in 
California discovered that perceptions of welfare recipients 
generally detennined attitudes about the system as a whole. 
Those who felt that most welfare recipients were long-tenn 
dependents of the system generally had more negative 
impressions than those who felt most welfare recipients were 
temporary participants. The significance of these findings is 
that while many people express general dissatisfaction with our 
welfare system, what is most objectionable is the long-tenn 
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" dependency it allows and, at times, encourages. Thus any 
significant attempt at welfare refonrt must seriously address the 
IOI1g~tenn dependency that welfare encourages. 

Welfare refom) is cenain to remain high on the public policy 
agenda as several reroml proposals are being discussed and/or 
considered. President Clinton campaigned on the promise to 
"end welfare as we know it," Legislation has not yet been 
introduced, but the President has indicated the fOllowing 
principles will guide development of his welfare refonn plan. 

• 	 First~ welfare should be a second chance not a way of 
life. Under the Clinton plan, most recipients would haw 
two years after they completed a training program before 
tbey would be asked to Uike a job either in the private 
sector or in public service. The President would 
guarantee that welfare recipients do not lose their access 
to health care 1100 child care by moving into the 
workforce, 

• 	 Second, el'ery American who works full-time with a 
child in the home should not live in poverty. The 
centerpiece of this proposaJ is an expansion of the 
!lamed Income Tax Credit (ElTC). The ElTC is a tax 
credit for working families with incomes of less than 
$22,370 and one child living at home. Under the 
Clinton plan the income threshold would be raised and 
the credit would be extended to poor workers who don't 
have children. 

• 	 Third, federal child support enfon:ement would be 
dramatically toughened. It is estimated that 15 million 
children bave parents who could pay child support but do 
not. The President proposes having states estabHsh 
paternity at the hospital and using the Internal Revenue 
Service to collect unpaid child support. His plan would 
also establish a national databank to track down deadbeat 
parents. 

• 	 :Fourth, education and training opportunities for 
welfa..., recipients would be e.panded. This step 
would build on the Family Support Act of 1988, which 
required states to move a portion of their welfare 
recipients into training programs and jobs. 
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Business 
Involvement in 
Welfare Reform 

Under the framework of the Clinton plan, states would be 
accorded greater flexibility to experiment and design their own . 
approaches to welfare refonn. The President has promised to 
approve waivers to states for welfare reform programs that may 
not directly reflect the policies of his Administration, provided 
that there is an honest evaluation of each program. 

It is in the interest of al1 concerned that the business community 
participate in any refomi discussion so as to guantntee that any 
proposal is premised upon the goal of moving welfare recipients 
off public assistance and into productive employment. Because 
any earnest attempt at reforming the welfare system will include 
efforts to strengthen and expand successful welfare~to-work 
programs, employers' involvement IS critical. Welfare-to-work 
programs lie at the intersection between social service agencies, 
education and training services, and the taror market. 
Meaningful business involvement can improve program 
efficiency and effectiveness and can significan1ly increase the 
chances that program participants will ultimately become 
independent from public assistance. 

Welfare-to-work programs must be incorporated into our 
national effort to build a world class workforce. At a time 
when all resources of the nation's Labor market must be better 
utilized to keep pace with global economic competitiveness. 
preparation of welfare recipients to meet the expanding human 
resource needs of business is critical. However, employment 
and training programs for welfare recipients will not be 
sufficient in and of themselves unless tbey leverage tbe interests, 
perspectives and resources of the business community. 

Private sector employers know what job skills are needed in 
their industries and in their geographic areas. They understand 
local lahor market trends that can help to guide program designs 
and training content. Just as business has a direct interest in 
welfare-Io-work programs as a means to building a better 
workforce. so too does the nation need to develop the productive 
capacity of groups previously considered to be outside the 
mainstream of'our economy to as.sure an ade.quate supply of 
sltilled workers. Training welfare recipients [0 fill job vacancies 
in the private sector not only makes good social poliCy - we are 
dignified by our work - it is sound economic policy. In short, 
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A Framework 
for Welfare 
Reform 

Principle 1 

* 

the business community has a stake in the success of welfare-to
work. The problems created by chronic unemployment and 
dependency are well documented. Because these problems 
demand the use of scarce resources, and because they contribute 
to social tcnsions which affect productivity and the general 
business cJimate. the public sector should be interested to have 
business's assistance in solving them, 

Long~ierm welfare dependency and comp1ex labor phenomena 
are issues too large and important for anyone sector of society 
to address alone. Labor market and welfare issues are no 
longer just government problems. A publiclprivate partnership 
based on the principles outlined below would bring the best 
leadership, resources, and commitment to the table: in each local 
community to address the welfare issue. 

Welfare reform should be an integral part of the 
effort to develop a comprehensive wor/iforc. 
developttl.nt system that is finnly rooted in local 
lnhor ltUU"ket n••ds and opportunities. 

If the United States is to remain competitive in world commerce 
in the 21 st century, we need (0 invest in building the skills of 
our current and future workforce. and we must active1y engage 
in pannerships to build a workforce development system that ' 
includes.sill our citizens, We must realize the need for the 
public and private sectors to collaborate on systems that 
optimize the fun potential of our human resources. 

Experts agree that we lack a coherent system for setting human 
resource goals and priorities at the community level and for 
linking employment, training, and education programs together 
with local employers to deliver services efficiently to meet these 
goals and priorities. A broad-based workforce development 
system would help to eliminate the inefficiencies in the current 
use of resources for public assistance and welfare~to~work 
progrnms. The system would be characterized by: a common 
point of intake; individualized assessment of clients to detennine 
their service needs: a fonn of case management to see 
panicipants through the system; and a common system of 
placement that employers could readily access, 
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The lack of available resources at the state level has been a 
barrier to previous welfare refoon efforts and to developing 
effective welfare-to-work programs. State budgets, severely 
pinched by the recession, have not been able to provide 
sufficient matching funds to use all of the available federal 
money. A comprehensive and weU-coordinated workforce 
development sYStem would increase the probability that adequate 
funding is available at (he federal, state, and locaJ level to meet 
the needs of our current and future workforce, 

. 
Another barrier w improved welfare-tfr'work programs is the 
lack of coordination between different federal and state agencies 
and the programs they administer. The result of this is more 
often than not an incoherent effort between different parts of the 
system that do not work together toward complementary goals. 
Welfare~to~work program administrators have expressed a great 
desire for a mOre integrated and better coordinated system. 
Legislative changes would be required to correct some of the 
problems, but with influence of the private sector, a workforce 
development system could accomplish much administratively to 
improve coordination and reduce paperwork. Such a system 
wou!d provide the context for making dedsions about investing 
in our human resources today for the benefit of our future 
oconomic competitiveness. 

The crucial components of any welfare~to·work program are 
education and job training. These components. however, are 
also expensive. Viewed in the short tenn these services do not 
seem to justify their costs. Viewed in the long tenn as part of 
an overall effort to build an internationally competitive 
workforce, they are a wise investment in our future. A 
comprehensive workforce development system implemented at 
the state and local level would serve clients more efficiently. 

The key component of a workforce development system should 
be a network of business-led Workforce Investment Councils to 
he established in every labor market iii tlle country. The 
Councils would overcome the inefficiency of our current 
frngmented and frequently duplicative approach to local labor 
market program administration by overseeing the operation of a 
more efficient, integrated system of service delivery. in fact, 
several states have utilized the existing Private Industry Council 
system to serve this funcdon, 
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Principle 2 


W.ithin a framework of federal and state policy leadership and 
support, the Councils would negotiate among existing federal. 
state. and local training and work-related education programs. 

A restructured welfare program that is integrated into a larger 
workforce investment system would provide a more efficient 
way of moving participants into productive employment. 
Education and training programs would be responsive to local 
economic conditions and participants would be provided training 
appropriate to those conditions. Such a system would allow 
welfare to return to its intended role of providing participants 
with temporary assistance as they prepare to enter or reenter the 
workforce. 

Welfare refonn should build on Ihe Family 
Suppot1 Acl of 1988 10 expand education and 
training programs Ihal help weI/are recipients 
become job-ready and employed. 

In 1988, Congress enacted the Family Support Act (FSA), 
which established a new employment and training program for 
recipients of AFDC called the Job Opportunities and Basic Skills 
Training (JOBS) program. The purpose of JOBS is to assure 
that needy families with children obtain the education, training 
and employment that will help them avoid long-tenn welfare 
dependence. JOBS requires states to set up welfare-to-work 
programs, to fund the programs by matching federal dollars, and 
to compel some welfare recipients to participate in these 
programs. Through these programs, participants receive basic 
and vocational education, job skills and job readiness training, 
on-the-job training and community work experience. They are 
also eligible to receive support services, such as transportation, 
child care and Medicare up to a year after they complete 
training. 

Perhaps the most significant aspect of JOBS is its emphasis on 
participant responsibility: JOBS stresses that welfare recipients 
have an obligation to pursue the opportunities and take 
advantage 9f the activities presented to them. One of the 
shortcomings of the current welfare system is the absence of 
expectations it places on participants. Only by moving towards 
a policy which recognizes and rewards participants' efforts to 
help themselves will we eliminate the long-tenn nature of public 
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aSsistance. To this end. the President's proposal to impose time 
limits on the receipt of welfare is a step in the right direction. 
However, without continuing and strengthening this emphasis on 
mutual obligation, as required under JOBS, time limits will only 
be partially effective. 

The foundation upon which to build welfare reform is already in 
place. A coordinated, comprehensive welfare system can be 
constructed with refinements to the existing structures and can 
become an integral component of the workforce development 
system. JOBS is the culmination of a great deal of welfare 
experience and reflects what programs need, such as design 
flexibility and the encouragement to coordinate with other. 
appropriate agencies and community-based organizations. In 
fact, most interested parties believe that the ingredients for a 
successful welfare-to-work program are contained in JOBS. 

Many observers also recognize that the potential for success in 
an expanded Family Support Act and JOBS program lies in their 
emphasis on individualized services and assistance. Many of the' 
education and training programs in states, however, are not 
capable of addressing the unique needs of welfare recipients. 
Target groups from welfare-to-work programs differ from those 
that have traditionally been served effectively by education and 
training programs. When compared with other students in 
education and training programs, welfare recipients have 
generally been found to have lower average achievement, lower 
average motivation, greater need for support services, and a 
higher incidence of personal problems. Welfare-lo-work 
programs should be designed with the flexibility necessary to 
address different needs. 

Because of welfare recipients' special needs, states and localities 
have found it necessary to adapt existing education and training 
programs. Many education providers have found that welfare 
recipients by and large require more counseling than non
welfare recipients. Others have adapted their established 
curricula to meet the needs of welfare recipients. In some local 
education agencies in California, for example, educators decided 
to create classes expressly for adult welfare recipients. The Job 
Training Partnership Act (JTPA) is moving toward a system 
with an assessment process and an array of appropriate services 
that succeed in matching services to the person. The effort needs 
to be expanded to include JOBS participants. 
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Principle 3 


Another significant aspect of the JOBS program is its emphasis 
011 providing work experience, Many JOBS programs use 
Community Work Experience or Work Supplementatlon not as 
ends in themselves but as components of a program designed to 
prepare participants for work, As a component~ work 
experience is a way for the participant to make choices about 
potential professions, become accustomed to the job readiness 
skills that a pennanent position requires. and to develop 
additional skills, In addition, the program staff can use work 
experience as an assessment tool of a participant's training or 
education needs, 

The Family Support Act of 1988, and specifically the JOBS 
program. lays the groundwork for refonning the welfare system. 
The Act's emphasis on participant responsibility, the importance 
it places on the provision of employment and training services to 
welfare recipients. and its encouragement of employment 
programs such as Community Work Ex:perience and Work 
Supplementation, begin to move in the direction of a refonned 
and improved welfare system, ' 

Public ,.",ice employmelll should be evtilulJled 
by weighing the IMnefits it would provide against 
the costs il would impose. 

The idea of mandating some type of work experience is 
controversial because it inevitably leads to a debate about public 
service employment. The President bas said that under his plan 
after two years welfare recipients would be asked to take a job 
in either the private or public sector. Presumably, those unable 
to lind private sector jobs would be placed in some type of 
public service employment. The questions associated with 
public service employment are too numerous to be discussed 
definitively in this paper, yet it is dear that, however wel1
designed and wellwconstructed a puhlic service employment 
program is. it should not be a permanent alternative to 
unsubsidized private sector employment. Additionally. pub1ic 
service employment should not position welfare recipients 
against unionized workers, dislocated workers, and existing 
workers for jobs. In general an effective public service 
employment program will need 10 be carefully managed to avoid 
pitfalls of supplanting or replacing regularly funded private 
sector jobs, The benefits of public service employment are the 
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Principle 4 


v~tues and habits of work it instills, the sense of participant 
responsibility it imparts, and tbe skills and training it provides to 
participants. . 

Welfare nifann should preserve the flexibility 
a/W",.tl to the states t11UI should enCt>urage state 
experimentation with their OWl! ""lfan plans. 

The environment for welfare refon" experimentation was 
established by the Family Support Act of 1988 and by Ihe 
federal government's response to reque5£s from the States for 
waivers. The states have used this flexibility and made major 
changes to their welfare systems. For c-xample. Wisconsin has 
been a leader among states experimenting with wetfare refonn. 
Widely known for its Learnfare program, which reduces welfare 
benefits for teenage truancy, Wisconsin has also pl"OJX)sed a 
more aggressive child support collection system than [he one 
found in the Family Support Act. 

In Ohio, teen parents receive a bonus in their welfare grant for 
being enrolled in a school program leading 10 a high school 
diploma or its equivalent and for meeting monthly attendance 
requirements. Maryland has proposed cutting benefils for 
recipients not receiving preventive health care or not keeping 
children in schooL New Jersey is experimenting with denying 
benefits to mothers if they have additional children. Michigan 
has abolished its general assistance program, which provided 
benefits to adulls with no children. Recently, Wisconsin became 
the third state to begin work on a time~l!mil plan, joining 
Vennont and Florida. Vennont was granted a waiver from 
federal rules 10 proceed with its pl.n. Florida will submit a 
waiver request shortly, and the Wisconsin legislature will soon 
vote on its time~limit proposal, 

Much of the progress that has been made on welfare reform has 
been the result of ideas like Ihese developed, tested. and refined 
at the state level. Almost every state has some experimental 
innovative approach in its welfare-la-work program and 
although many state experiments will be controversial. it is 
through state flexibility and experimentation that widely 
acceptable program solutions will be found. Allowing, indeed 
encouraging. these demonstrations to continue should be a key 
component of a rerooned welfare system. 
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Principle 5 


A Role for 
Business 

Welfare refonn shoul4 preserve the safety net for 
chil4ren and Ihe disabled, Futthennore, steps 
should be taken to address the root causes 0/ 
powtty and avett welfare dependency before it 
begins. 

The goal of all welfare-lo-work programs should be to help 
panicipants find productive employment and become 
contributing members of our workforce and society. However, 
programs should not be considered to have failed if lI!! 
participants in them do not reach this goal. There will still 
remain a segment of the welfare population which wilt have 
great difficulty becoming self-sufficient. There are a number of 
welfare recipients who cannot work because of age or disability. 
In the efforts (0 refonn the welfare system it is essential that we 
nOt lose sight of our commitment to providing citizens a safety 
net below which no one is allowed to fall. 

Today.' [he business community is defining its role in public 
policy by seeking greater involvement in school reform) 
vocational education, dislocated worker training programs, job
training for the disadvantaged, school~to-work and youth 
apprenticeship programs. As the business community continues 
to provide input into these and other critical issues affecting the 
quality of the American workforce~ questions about long*teml 
welfare dependence will he addressed, Many of the flaws of 
our welfare system today could he co"""ted by taking action 
sooner and addressing problems before they occur. 

Although the proposed framework for refonn is primarily 
addressed to public-policy makers. there is a distinct but closely 
related role for the business community, As detailed earlier in 
this paper, business has a critical stake in the success of our 
welfare-to-work system, As this system is further integrated 
into a workforce investment strategy, the business community's 
stake becomes even higher and the benefit of having business 
involved in the design and implementation of welfare·ro-work 
programs is even greater. 

Businesses can help ease the transition from welfare~{o-work: by 
adopting voluntary "famBy friendly" policies that recognize the 
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barriers many welfare recipients face in gaining fun-time 
employment. Many of the hurdles welfare recipients face in 
maintaining productive empJoyment are only indirectly related to 
income. AFDC recipients often have child care, transportation) 
health care and other needs tbnt prevent them from finding and 
maintaining fulHime jobs, Reoognizing the interrelationship 
between these issues and the welfare refonn debate is a 
neressary first step in constructing a more enlightened welfare 
system, These are issues to be addressed by both the public and 
private sectors, There are. nevertheless. steps the business 
community can take voluntarHy to remove some of the obstacles 
welfare recipients face on their path to self-sufficiency, 

Many companies. large and small, have begun to adopt policies 
Ihal provide support for employees slruggling to balance family, 
health. transponation, and other concerns. These concerns are 
often what keep welfare recipients from maintaining 
employment. The extent to which businesses can address them 
will be a critical factor in the success of refonncd welfare 
system. 

Additionally, employers have a key role 10 play at the local, 
state. and federal levels in the design and implementation of 
welfare~to~work programs and welfare refonn strategies. 

Allhe 10",,1 level, businesses are often the best predictor of 
labor market trends and needs. Businesses aho know the skills 
required of the current and future workforce in their industries. 
The business community can bring this knowledge and 
experience to the development of effective welfa.re-to-work 
programs. Local private sector leaders can serve an important 
role as outside brokers, or barometers. for public programs 
related to employment and training, Very often it is Ihe 
"neutral" business volunteer who motivales public agencies and 
officials to work more effe<:tively and to coordinate resources 
more efficiently toward a common goat. 

At the state leveL Many of the most Innovative ideas on 
welfare reform have emerged from state efforts to restructure 
their programs. States win continue to experiment with ldeas 
and as: such it is at the state level where business can have an 
impact on overal1 policy direction, Critical to the success of· 
programs at this level is the ablHty to coordinate statewide 
pubiic/private employment and training strategies. 
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Summary and 
Conclusions 

A~ a time of limited public resources, coordination among job 
training and education programs is a critical common sense issue 
for employers. Welfare~to-work programs should be 
coordinated with other employment and training resources 
available for s.imilar population groups. This can be done 
through comprehensive state~level coordination policies that 
provide criteria for coordination in the local planning process. 

At the rederal level. AFDC has been and remains a federally 
funded program. Overall policy decisions that impact welfare 
programs will be made in Washington. The business 
community can make its voice heard as tbe Administration. the 
Congress and national organizations frame a redesigned welfare 
system. Appropriate issues- for the business community to mise 
at the federal level include: increasing incentives for welfare 
recipients to seek and maintain employment; creating incentives 
for employers to hire welfare recipients; developing program 
perfonnance evaluation criteria; and simplifying program 
requirements. 

President CHnton bas indicated that welfare refonn will be 
prominenl on the domestic public policy agenda, There is 
nearly universal agreement that the current system has several 
fundamental problems and serves to perpetuate the conditions it 
was designed to correct. The question is no longer whether 
something needs to be done but rather what can be done. 

The business community can help to answer this question by 
advocating policies that have productive employment as their 
end results. The issues confronted in moving welfare recipients 
into productive employment are directly related to issues in 
building a world-class workforce capable of competing in the 
global economy, 

The debate on welfare refonn will require that we address many 
broad issues including the proper role and responsibility of 
federal, state. and locai governments, their relationship with the 
business community, the reciprocal obligations of those 
receiving public assistance. and the most appropriate way to 
empower those in poverty to take control of their own lives. 
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THE WHITE HOUSE 


WAS·HINGTON 


May 18, 1993 

Dr. Stephen H. Wirls 
Assistant Professor 
Franklin & Marshall COllege 
P.O. Box 3003 
Lancaster, Pennsylvania 17604-4356 

Dear Dr. Wirls: 

Thank you for your letter of May 6 enclosing a policy 
recommendation on welfare reform. The disciplined 
workfare proposal Is an interesting idea and I 
appreciate your taking the time to write. 

We appreciate your interest in reforming our nation's 
welfare system and welcome your ideas~ 

~,cerf)' i 

~MBruce Reed 
Deputy Assistant to the President 

for Domestic Policy 



.. ,. 

Franklin&Marshall College
u 

......... 

,~." ·t_~ 

, ... 6 ..M.,aY.,1993 .. ,. .. ." , " . 
, .' 

Mr. Bruce Reed 
Deputy Assistant for Domestic Policy 
The White House 
1600 Pennsylvania Avenue, NW 
Washington, DC 20500 

Dear Mr. Reed, 

Enclosed is a policy recommendation that addresses the core 
dilemma of any welfare reform entailing some form of disciplined 
workfare: that is, time limits and sanctions, It attempts to 
accommodate the humanitarian concerns that inhibit systems. of 
limits and sanctions. It is guided by a principle of personal 
responsibility. I thought you might find it interesting. and",perhaps, 

-' ~~.". ,(''''' useful. . , 

, Dr. Stephen H. Wirls 
Assistant Professor 

Dcpartlr.cnI ofOovemrncnt, p,o, Box 3()()~, LiUlCa.\ICr, Pennsylvania 17604·3003 
Telephone: (117) 291-3961 FAX: (717) 291·4356 
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TO: Mr. Bruce Reed, Deputy As.lstant for DomesUc Policy 
Re: Welfare reform and the 'sanctlon' probtem. 
From: Or. Stephen H. Wlrls, Franklin and Marshall College, Lancaster, 

PA. 

Welfare reform is demanded n01 only by the actual flaws in the current system but 
also by a public feeling thaI relief programs arG abused, a feeling that infects attitudes 
toward almost every program to ameliorate the failures of our otherwise des1rable 
system of economic distribution. The most promising sort of retorm, in which public 
assistance is contingent upon training and work, is aimed at both problems. 

However, every "workfare" plan faces 1he dilemma of enforcement Unless' we 
assume away all characteristics of an "unciofclass," some sanction is necessary to 
overcome bad habits and immediate convenience. Otherwise the program may become a 
costly cycle back to the dole. 

Cutting off all assistance after a probationary period Is a brutal sanction, Some 
cases, as those involving drug dependency, are more intractable. The most potent 
criticism is that any palpable sanction against the adult(s) unavoidably harms 'he 
children. Some proposals make a formal distinction between child maintenance 
payments, which would be preserved. and other components of AFDC, which could be cut 
Obviously. this is a comforting but merely formal distinction which could not be 
enforced in practice. Within these terms, the only way to protect children from the 
effecls of a sanction would tw to remove them from parental custody. Such a policy 
WOUld, with good reason, kill any welfare reform program. 

In sum, 1he tough sanctions that are essential to any workfare reform are also a 
Procrustean bed that pleads tor humane exceptions. Such exceptions, in turn, 
undermine the program's aims. Especially children become the lever, honest or 
contrived, thaI AFDC recipients can usa to pry their way out of the grip of sanctions. 

The only humane and politically feasible sofutlon is a second form of sanction for the 
problemalic cases. The alternative method of sanC1ion I am proposing certainly lntrudes 
on personal liberty, but it is based on the basic prinCIple of the reform movement while 
being more flexible. humane, and attentive 10 the welfare of children, 

After a probationary period, continued public assistance to especially, and maybe 
exclusively, single mothers with infants and young children would become conHngen' 
upon relocation into a publicly run residence with family quarters. Again. this class of 
recipient poses the most valid arguments, practical and moral, against any other form of 
sanction. Moreover. it is the least behaviorally or socially dlfficull class. Studies show 
that, once the practical impediments are removed, this groupis responsive to 
opportunities and an ethic of personal responslbUlty. Consequently, this group would 
not lend to reproduce the same type and degree of social problems endemic to many poor 
Mighbol'hoods and housing projects. 

Social services would be concentrated 1here. Access to daycare and training would be 
simplified, Psychological and substance abuse problems would be more observable and 
Irealable. 

One key feature would be an incenlive system based on personal liberty. AU 
residents would be provided spare quarters. meals, and basic ctolhing. Grealer 
resources and liberty would depend upon responsible action on a graduated sca~e: from 
training and maintenance of the communHy to full time work. As tho resfden1S acquire 
good habits and full time jobs. income supplements could be used for motfvation 10 
return to the larger community. This system could maximize opportunity and so the 
probability of productive residenls. The hard cases could not isolate themselves from 
siandards 01 Improvemenl and work. 
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Welfare reform is demanded not only by the actual flaws in the current system but 
also by a public feeling that relle' programs are abused, a feeling thai infects attitudes 
toward almost every program to ameliorate the fallures of our otherwise desirable 
syslem of economic distribution. The most promising sort of reform. in which public 
assistance is contingent upon training and work, is aimed at both problems. 

However, every ~workfare" plan faces the dilemma of enforcement. Unless we 
assume away all characlerislics 01 an Hungerclass," some sanction is necessary to 
overcome bad habits and Immediate conveniance, Otherwise the program may become a 
costly cycle back to the dole. 

Cutting off all assistance after a probationary period is a brutal sanction. Some 
cases, as 1hose involving drug dependency. are more intraclable. The most polent 
critiCism is that any palpable sanction against the adult(s} unavoidably harms the 
children. Some proposals make a formal distinction between child maintenance 
paymenls, which would ba preserved. and olher components of AFDC, which could be cut. 
Obviously, this is a comforting but merely formal distinction which could nol be 
enforced in practice. Within these terms, the only way 10 protect children from the 
effects of a sanction would be 10 remove them from parental custody. Such a policy 
would, wi~h good reason, kill any welfare reform program. 

In sum, the tough sanctions that are essential to any workfare reform are also a 
Procrustea.n bed that pleads for humane exceplions. Such exceptions. in turn, 
undermine 1he program's aims. Especially children become the lever, honest or 
contrived, that AFDC recipients can use to pry their way out of the grip of sanctions, 

The only humane and pol!llcally feasible solu1ion Is a second form of sanction for the 
problematic cases. The alternative method of sanction l am proposing certainly intrudes 
on petsonal liberty, but it is based on the basic principle oj the reform movemen~ while 
being more flexible, humane, and attentive to the welfare of children. 

After a probationary period, continued public assistance to espec!ally, and maybe 
exclusively, single mothers with infants and young children would become contlngenl 
upon relocation into a publicly run (esidence with family quarters. Again, this class of 
recipient poses the most valid arguments, ptactical and moral, against any other fo(m of 
sanction, Moreover, it is the leas! behaviorally or socially difficult class. Studies show 
that once the practical impediments are removed, this groupis responsive to 
opponunlties and an ethic of personal responsibility. Consequently, this group would 
not lend to reproduce the same type and degree of social problems endemIc 10 many poor 
neighborhoods and housing projects. 

Social services would be concentrated there, Access to daycare and training would be 
simplified, Psychological and substance abuse problems would be more observahle and 
treatable, 

One key feature would be an incentive system based on personal liberty. All 
reSidents would be provided spare quaflefs, meals, and basic clolhing. Greafer 
resources and liberty would depend upon responsible action on a graduated scale: from 
training and maintenance of the community to fun time work. As the residents acquire 
good habits and full lime jobs. income supplements could be used for molivation to 
return to the larger community, This system could maximize opportunity and so the 
probability of productive residents. The hard cases could not isolate themselves from 
standards of improvement and work. 
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Child care and maintenance of the community itself would be sources of training and 
experience thai are transferable 10 the private sectoL Municipal businesses requiring a 
range of skills, such as recycling, could be run by these communities. Enterprise zone 
benefits could be: tied to use of the residents in jobs. 

Moreover, the sanction is isola1ed from 1he children. Tha residence community 
would provide and monitor nutrition and participation in daycare and preschool 
programs, Children would see the consequences of irresponsible, and the advantages of 
responsible, behavior. They would be directly encouraged by resident aides and models 
of aspiring and working adults. 

The program should begin through pilot grants to smaller cities in states with a 
compatible workfare program. 
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April 12, 1993 tiu.,: PYA -taJev 
Carol Rasco .~ (,"Assistant to the President 

for Domestic Policy c~\~111iuOffice of the President 
The White House ~J .' 
1600 Pennsylvania Avenue, NW 
Washington, DC 20500 C4R
Dear Carol: 

I'm writing to call your attention to a proposed rule being written at the 
Department of Education that has significant implications for the ability of welfare 
recipients to gain access to postsecondary education and job training. The proposed 
rule is currently under review at the Department and will be sent to the Office of 
Management and Budget within a week or two. I am particularly concerned that the 
proposed regulation has apparently been developed with little input from political 
appointees and could continue an adverse Bush administration policy that effectively 
undermines legislation enacted last year. I have enclosed a short analysis on this 
matter. 

In brief, the problem is that a substantial number of low income people, 
including many AFDC recipients, are barred from access to postsecondary education 
and job training by student loan defaults. Many of them were victims of abuses of 
the federal student aid programs by for-profit trade schools during the 1980s. Often 
targeted by unscrupulous schools, a significant number of welfare recipients were left 
with little useful training and with loan debts they cannot repay . 

. 
Many defaulted on their student loans and, as a result, have been barred by 

law from receiving any further federal student aid either in the form of grants or 
loans. In some areas, this has emerged as a significant obstacle to state welfare 
reform efforts. The JOBS program and JTPA typically' must rely on federal student 
aid to cover tuition costs for clients they place in postsecondary education or training 
since their own program resources are quite limited. Clients who cannot obtain 
federal aid are denied access to postsecondary education in most cases.. 

Congress act~d to address this problem last year in the Higher Education 
Amendments of 1992. This new law is designed to enable and encourage low-income 
borrowers who are in default to reestablish a habit of regular monthly payments on 
their loan, and upon doing so, to renew their eligibility for financial aid so they may 
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become more employable. Specifically, the law allows defaulted borrowers to renew 
eligibility for student aid by making six consecutive affordable monthly payments. 
The Congressional Budget Office has estimated that this "renewed eligibility" 
provision does not entail a cost. In fact, CBO has noted that the provision should 
bring in some revenue for the federal government by encouraging repayment from 
defaulted borrowers who otherwise would not be able to afford the large monthly 
payments normally required of those in default. 

As the endosed analysis explains, however, meaningful implementation of this 
remedy has been blocked by a Bush Administration policy that remains in effect. 
The regulations for the Higher Education Act Amendments of 1992 are the key 
vehlde through which this policy could be changed and the new law faithfully 
implemented. We do not know whether the proposed regulations now under review 
at the Education Department would reverse the Bush policy or maintain it. But we 
are concerned. We understand that there is division within OMB over what direction 
the Administration should take on this matter. And as noted, we also fear the rule 
may have been developed at the Education Department with little guidance from 
Clinton appointees, since the appointees in this part of the Education Department are 
not yet in place. 

Thanks for taking time from your busy schedule to consider this issue. It was 
goad to see you at the White House reception a few weeks ago. 

Sincerely, 

Cf>'=,-"reenstein 
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Bush Administration Policy Remains Barrier to 

Repayment of Defaulted Student Loans by Low-Income Borrowers 


by Julie Strawn 

Overview 
, 

[n recent years, large numbers of borrowers have defaulted on their federal student 
loans. A 1991 General Accounting Office report on the characteristics of defaulted 
borrowers found that most borrowers woo defaulted had low incomes, received little or 
no financial support from other individuals, and had attended for-profit trade schools. 
Many were unemployed at the time of the default.' Unfortunately, a signlficant 
number of defaulters were taken advantage of by unscrupulous for-profit trade schools, 
which abused the federal student aid' program in growing numbers during the 19805. 
In 1990, according to GAO, students attending proprietary schools represented 41 
percent of borrowers but 77 percent of those that had defaulted. 

Defaulted borrowers often received little or no training. Many conbnue to need 
further education or training to become employable or to earn a wage that lifts them 
out of poverty. Yet by law, their loan defaults bar them from receiving further federal 
student ald, whether in the form of grants or loans. Moreover, loan guaranty agencies 
typically require that defaulters on student loans make a large up-front payment - or 
even pay the entire amount owed - to bring their loans out of default. This creates a 
disincentive for low~i.ncome borrowers to make any payments at alL as making smaller, 
more affordable payments will not change their delault status or make them eligible for 
further aid. 

Last year Congress revised federal student aid policies, with the enactment of the 
Higher Education Amendments of 1992. An important proviSion of the new law was 
intended to address these problems; it allowed borrowers with defaulted loans to 
qualify for new federal ald after making six consecutive monthly loan payments. 
Under this "renewed eligibility" provision, these payments must be affordable based on 
each borrower's financial circumstances. At the end of the six months, the borrower is 
eligible again for student aid (though still liable for the balance of the loan). 

The renewed eligibility provision has two aims. First, this provision will encourage 
repayment by borrowers who are unlikely otherwise to be paying anything On their 
loans, The Congressional Budget Office has estimated that the renewed eligibility 
provision will have a small but positive budget impact by increasing collections on 

1 Stu.dm: l.Dans: Chtmtctm'stics of Defoulltd Borrowers in tlu! Stafford. $twknt Loan Program, Gomeral At';(%)Untu'lg 
Office. April 1991
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defaulted loans. A second goal of renewed eligibility is to allow defaulted borrowers, 
many of whom receive public assistance, to regain access to student aid in order to 
receive further education and training' and become more employable. 

The Bush Administration blocked meaningful implementation of the renewed 
eligibility procedure, however, by directing loan guaranty agencies 10 set the requlred 
six monthly payments at a minimum of $50 per month or 10 document the basis for 
setting a lower payment in each case where a lower payment amount was allowed.' 
While this policy mighl seem workable in theory, in practice guaranty agencies have 
been very reluctanl 10 set lower payments without specific criteria from the federal 
government as to when a lower payment is justified. and no such criteria have been 
provided. 

Guaranty agencies have responded in two ways. Some are continuing the current 
practice of requiring large up-front and sizable monthly payments from defaulters until 
federal rules are published. Others are requiring a minimum $50 monthly payment 
from all borrowers, regardless of their income. For very jow-income borrowers, such as 
AFDC recipients. a $50 monthly payment often is not affordable, If this policy remains 
in effect, many low-income borrowers will remain in default and be unable to gain 
access to the education and'training that could enable them ultimately to become more 
self-sufficient and repay their debts. 

The Clinton Administration could modify the Bush policy and allow low-income 
borrowers to renew their eligibility for aid by notifying guaranty agencies inunediately 
that they cannot set a mirtimum monthly payment for all borrowers. Guaranty agencies 
should be directed instead to set monthly payments that are affordable for each 
borrower, as Congress clearly inrended, This change should also be incorporaled into 
the proposed regulations On renewed eligibility that are part of the NPRM on the 
Higher Education Amendments currently under review within the Administration. 

Background 

During the 1980's, federal student aid programs were widely abused by 
unscrupulous for-profit trade schools. The Investigations Subcommittee of the Senate 
Government Operations Committee conducted an exhaustive study of the problems,' 
The Subcommittee found that 'the specific abuses covered a broad range. At the 
extreme, schools engaged in outright fraud, for which some administrators have been 
convicted on criminal charges. For example; some schools falsified student lest scores, 

2 Oem Colleague letter of October 1992, This l60-page letter has serVed as interim regulations for the' HEA 

Amendment'S until an NPRM is published. 


3 The Subcomntitll!e's findings are sw:nmarized in AbttSeS in. FukT.rl SluUlnt Aid Progml1l$, report of Senate 

Subcommittee on investigations, MaY,17. 1991, hereafter the Nunn report. 
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admitting students whose basic skills were too low for them to succeed in the program. 
When those students failed, they were left with defaulted loans and no useful training. 

In some cases, the content of training programs was misrepresented. In other cases, 
licensing requirements for jobs were not disclosed. For example, students with no high 
school diploma were trained for occupations where a high school diploma was a 
condition of being licensed by the state for that job. Other abuses included portraying 
loans to students as grants that did not have to be repaid, false claims about the 
completion or job placement rates of the school, and high-pressure sales practices. A 
number of schools closed abruptiy, leaving students with little or no training, and then 
refused to refund tuition. .. . 

The investigations Subcommittee found that some proprietary schools viewed aid 
programs as an easy source of revenue, using most of their resources to bring in more 
students, not to serve students once they were enrolled. A case study examined by the 
Subcommittee is typical of this problem. The American Career Training Corporation 
was a part correspondence, part in-residence school for secretaries and travel agents . 

. The investigation found that ACT employed just 23 instructors, compared to 109 
commissioned sales representatives and more than 70 financial aid staff. In 1988, ACT 
spent just one percent of its revenues ($468,000) on instructors' salaries while spending 
over a third of its revenues - over $11 million - on advertising.4 

, 
As a result of these abuses, thousands of borrowers found themselves without the 

promised training, without employment, and facing loan debts they could not repay .. 
. The Subcommittee's report concluded that "fraud and abuse in the [guaranteed student 
loan programl have had perhaps the most profound and disastrous effect on the 
intended beneficiaries of Federal student financial aid - the srudents .... unscrupulous 
and dishonest school operators victimize students, leaving them with huge debts and 
little or no education."s When these borrowers default, not only are they barred from 
further student aid but their credit records are ruined and all future tax refunds, 
including earned income tax. credit refunds, are subject to seizure. 

, 
The Higher Education Amendments of 1992 contain numerous program changes 

aimed at keeping fraudulent or low quailty schools out of the program. If implemented 
effectively, the amendments should help improve the quailty of postsecondary 
education and training and lower future defaults. Unfortunately, these changes come 
too late for borrowers already hurt by past.abuses. 

The Current Renewed Eligibility Policy Keeps Low-Income Borrowers in Default 

By establishing the renewed eligibility procedure, Congress intended to increase 
collections on defaulted loans and give borrowers in default a second chance. As noted 
earlier, renewed eligibi!ity would encourage borrowers with defaults to get back into 

• The Nunn report,. p. 8. 
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repayment; without this procedure, =y defaulters would not be making any 
payments at aU.' nus approach should enable the federal government to recoup more 
of its default losses. (Some 180 days after a loan goes into default, the guaranty agency 
reimburses the lender; the federal goverrunent, in I:U11l, typically reimburses the 
guaranty agency. After that point. the guaranty agency continues to tty to coUect on 
the loan; if it succeeds, it keeps 30 percent of whatever it collects and passes on the 
remaining 70 percent to the federal government.) 

Renewed aIlgibility also allows defaulted borrowers who make the six monthly 
payments to qualify for new aid and thereby gain access to education or training 
needed to improve their earnings prospects. Defaulted loans have emerged as an 
important obstacle to postsecondary education or job training in the Job Opporrunities 
and Basic Skills (fOBS) program and the Job Training Partnership Act (JTPA) program. 
These employment and training programs must typically rely on federal student aid to 
cover tuition costs for their clients., But clients with defaults are ineligible for further 
aid. 

A 1991 survey of JOBS programs by the Center on Budget and Policy Priorities found 
that many JOBS clients had default problems, especially in urban areas. Often 
proprietary schools targeted questionable recruiting practices on very poor people who 
were likely to qualify for the maximum arnoWlts of federal grants and loans, such as 
the unemployed and public aid recipients. 

If borrowers such as these are provided renewed access to student aid through the 
renewed eligibility process, they may not only improve their future earnings prospects, 
but may also improve their future ability to repay the original debt. Since the amounts 
borrowed by defaulters are typically small - less than 83,000 - repayment of the debt 
on the original loan is not an impossible goal for those who subsequently find 
employment. 

The Bush Administration Policy 
. 

in establishing the renewed aIlgibility procedures, the Higher Education 
Amendments make no relerence to a requirement for a universal minimum monthly 
payment. To the contrary, the renewed eligibility provision was based on loan 
rehabilitation programs operated by several states in which the required monthly loan 
payment was sometimes as little as $10 per month lor very low-income borrowers. By 
setting $50 as the standard for minimum monthly payments, the Bush Administration 
policy - which remains in effect today - has had the result 01 shutting out the low
income borrowers most in need of the new provision, because a $50 minimum monthly 
payment is often beyond their reach. While the Bush policy allows lower payments if 
guaranty agencies can document the basis for them, guaranty agencies have been 
unwilling to risk grantiug,lower payments without knowing exactly what criteria will 

Ii A separa1'.e but related provision alloW'S defaulted borrowvn to bring their Jo.1rul out of default 3tmr 12 

consecutive affordable monthly payments, provided that after those 12 payments the Ser.:tewy Of' the guaranty 

agency sells the loan tQ an eligible lender. 
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satisfy the federal government. And guaranty agenaes may have a finandal interest in 
ke€ping payments high, as they keep 30 percent of what they collect. 

The Center has been contacted by a dozen low~income borrowers who have tried to 
enter repayment under the renewed eligibility provision but who have been denied that 
chance. Nearly all are public assistance redpients. Below are three typical examples 
from this group. . 

• 	 Ont Dlse involves an 55I recipient wlw atterided a USA Training AcoJemy truck 
driving sclwoi, once the largest cIwi.n offor-rrrofit trade schoois. After just one week 
in school, he was told that his second aid check had not arrived and that he 
would have to leave. The school never made a refund to the federal government 
on his behalI, as he later discovered when he was billed for the loan. (Five 
former offidals of USA Training Academy have been convicted of criminal 
fraud.) Now disabled and enrolled in vocational rehabilitation, he is being told 
he must pay $50 per month to become eligible again for federal aid. 

• 	 Another rXJlmpi, involves an AFDC mother with 1rb'O children in Mississippi, whose 
lotal monlhly income is $120 (plus food stamps). Enrolled in the JOBS program, she 
has successfully completed a year of community college and hopes to transfer to 
a state university in 1994. Because of a previous default from a for-profit trade 
school, she is ineligible for further federal finandal aid. Without that aid, she 
cannot continue school. She is being told by her guaranty agency she would 
have to pay her entire debt of $1,800 all at once to renew her eligibility for 
federal aid. 

• 	 We were aiso amtacted by an AFDC mother in Kentucky wlw is enrolled in lOBS and 
who must rely on $285 per month to support herselfand her three children. She 
completed a semester in community college, earning good grades, before her car 
broke down forang her to leave school and sending her into default. She was 
ready to pay $20 per month of her meager income toward the loan so that she 
could retum to school and become a teacher. Until the Center intervened with a 
guaranty agency executive on her behalf, she was told she would have to pay at 
least $50 per month, an amount she cannot afford. She is now successfully 
making $20 monthly payments. Most defaulted borrowers, however, do not 
come into contact with organizations or individuals who can plead their case for 
them. 

Conclusion 

The current policy of requiring minimum monthly loan payments of $50 for all 
defaulted borrowers is both short-Sighted and contrary to Congressional intent. By 
reversing this polley, the Clioton Administration could achieve two resulls supportive 
of broader Administration goals. 

• 	 NfJ2ny defouIttd borrowers currently not paying anything on their loans would begin 
11Ulki.ng payments. This not only reduces federal losses on defaulted loans but also 
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allows borrowers to uphold their end of the social contract embodied by student 
loans. In addition. by renewing their eligibility for student aid. the federal 
government rewards the personal responsibility shown by borrowers who make 
payments despite having very low incomes. 

• 	 Low-inrome borrowers currently receiving public assistance would be supported in th£ir 
tffort' to brcome employable and leave the welfare rolls. As noted. some Significant 
number of those with student loan defaults receive public assistance. Even those 
recipients enrolled In JOBS or JTPA are usually unable to enter postsecondary 
education or job training unless they can qualify for federal student aid. 
Renewed eligibility complements broader weifare reform and employment goals. , 

. 
The Clinton AdmInistration could direct guaranty agencies immediately to stop 

requiring $50 minimum monthly payments and instead to allow defaulted borrowers to 
make monthly payments that are affordable for their income. This new policy should 
also be Incorporated into proposed regulations for the renewed eligibility provision 
when those regulations are published. The NPRM Is currently under review within the 
Administration. 
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