THE WHITE HOUSE

WASHINGTON

August &, 1993

Mr. Raul Mevreles
Executive Director
La Cooperativa Campesina
de California
2101 Capitel Avenue
Sacramento, California 93816

Dear Mr, Meyreles:

Thank you for the interssting proposal on
the Family Self Sufficiency Preoject.

I appreciate your itaking the time to share
the report with us. 1 will pass it to the
Working Group on RWelfare Reform, and
Family Support, and Indepandence at the
Department of Health and Human Services.

Sincerely,

S

Bruce Reed
Deputy Assistant to the President
for Domaegtic Pollicy
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COMMITTEE ON {200 226-7103

WAYS AND MEANS

SUBCOMMITTEE ON HUMAN AESOURCES @ungrcﬁﬁ of tbt mnitth ﬁtates bo88 rE0EnA Bullows

B50 CAPITOE MALL

SUPGEIMITTEE on Ao Housge of Repregentatives i epiirb iy

AT AR Washington, BE 20515-0505
August 3, 1993

Mr. Bruce Resd

Deputy Assistant to the President for Domestic Policy
014 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 consclidating sone
of the differences for many public welfare agencies and services.
La Cooperativa's suggestions have received the endorsements of
the governors of California, Hawali, Oregeon, 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
sarvices for Hispanic and other limited English proficient
families. Besides oreating 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.




o LA COOPERATIVA
e L s CAMPESINA
R Mot DE CALIFORNIA

Eaecutive Dirertor

Yaly 20, 1593

Honorable Robert T. Matsui
2311 Rayburn House Office Bullding

Washington, D, €. 20315
Dear Congressman ﬁf
Regarding the recent {hscussmn between Tom Keaney and joe Velarde, enclosed is a copy of the Executive

Sumemary of the Fa _ roject. developed by Pacific Community Partners, & coalition of
community-based, nonprtmz, service dchverv ergamzatmns, in which La Cooperativa is a principal sharehoider.

We {irmly belicve that only by coordinating and iniegrafing services at local levels, can the growing problems of
unemployroent and underemployment, with their disastrous eifects on family and communmity integrity, be
property controlled and managed. This is especially significant for the low-income population, which includes the
vast majority of immigrants, refugees, farmworkers, and an increasing number of dislocated workers,

Our efforts to advance this “family-centered” approach to delivering all employment and training, education, and
support services. from the status of a unigue 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 changes for the
first time in 12 years. Curment representatives of the UL 8. Departments of Education, Health and Human
Services. and Labor have shown an inierest in the project’s innovative potential, and especially so in the later
depertment,  The enthusiastic endorsement .of the governors of the participating states of California, Hawaii,
Oregon, and Washington is evident in the enclosed copies of therr letters 1w the Secretary of Labor at the time, the
Honorable Lynn Manin,

We seek your assistance in bringing this “mold-breaking™ project o the attention of Mr. Bruce Reed, the
Presideni’s Advisor on Domestic Policy, pnman}v becayse we recognize that it needs 10 be assessed from an
integrated, national perspective, A “macro-view” is zmpomm in order o fully appreciate its innate potential for
winging about methodological changes in the existing human and social services delivery systems thal,
wretofore, have had very limited suceess in helping to resolve what is perhaps the most serious of President
Minton’s domestic problems: unemployment.

ia@k vou in advance for your continued support of our efforis, and also take this opportunity to wish
g

M th and success in all of your work., Please be assured of our highest esteem and regard.

George L}Om*z Chairman
Pacific Community Partner X o
2((11 Capits! Avenuse  Sacramento  (alifornia 95816
(916) 342.4791  Fax (916) £31.2326

CHRLIFURNIA HUMAN BEVELOPMENT DORPORATION * CENTER FOR EMPLOVMENT TRAINING
CRENTHAL VALLEY OPPGRTLNITY CENTER o« EMPLOYERS TRAINING HESOURCE
FROTEDNS TR NN & BMPLAVMENT, INIL ¢ STATE OF CALIFORNIA EMPLOY MENT DEVELOPMENT DEPARTMERT
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PACIFIC COMMUNITY PARTNERS
FAMILY SELF SUFFICIENCY PROJECT
EXECUTIVE SUMMARY

To implement a comprebensive, inter-agency, multi-service program to strengthen the self sufficiency
of low income families by buﬂs:iiag on the inherent self-reliance and family values of immigrants,

M B e im0 MR T T

A coalition of nonprofits, it is the ¢ and most effective community based provider of basic
education, ESL., and employment and training services to Hispanics, other immigrants, and
farmworkers on the Pacific Coast, Tt consises of the La Cooperstiva Campesina membership,
Hermandad Mexicana Naclonal and ’I‘em%i Calvarie Legalization and Education Center, and
Oregon, Washington and Hawaii Human Development, California Human Development

Corporation is the {ead agency and fiscal agent.

Low income, primarily Hispanic, rural and urban, limited English- ing, immigrant families in
California, Oregon and Washinglon and Filipino and other farmw%&s in Hawaii,

This population of new Arnericans is young, mobile and sirongly motivated, but constrained by
education and limited Enoglish to working in poorly-paid jobs which provide an unstable livelihood.
Thnis working-poor population has strong family values and traditions 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 whifz working seasonally as migrant ers fraveling a circuit inciuding different regions
of California, QOregon, and Washingion. Although current labor force participation is high and
welfare dependency low am:'nﬁﬁ these families, ic under-employment and seasonal
uoemployment un ine family self-sufficiency.

Becauss of language barriers, mobility, and avoidance of established institutions, mvmy
limited access to education and services that woyld improve their well b:annég Their e and
basic skills deficits, Yow income, and the unpredictability of farm work ual labor, put them st
substantial risk of needing 1o rely on public assistance and benefits for survival, An investment in
training and education is an effective way of guarantesing the long-term economic self sufficiency of
these workers and their families, i
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The two-year project will achicve family self sufficiency by providing family case management
through % cstg;%shed network of iami?oommmﬁ:y&asadymw . Bilingual

Managers will enroll and nssess the entire family; develop an education and service plan in
consultation with the primary wage earner and other responsible adults in the family; coordinamw the
dedivery of primary services by the community agency and by individual referral o other public ™
resources; provide supportive services necessary o realize planned goals; and follow up and monitor
Progress to enswre that services are accomplishing real changes,

The case mansagement system will combine the resources of the Departments of Labor, Health and
Human Services, and Education in a demonstration, integrated inmuaggmy effort, To access and
track & variety of services to soveral members of a farnily, the recently devel

Technology will be used.

oped Smart Card

TR B hd VASS E Y N AR Y {44

Case Management and Core Life Skills Trainin vide the matrix for integrating a range of
Pripary t:%ining and educational services w}igigzlgmindc:

Core Life Skills (Survival English, Analytical Skills, Parenting, Basic Health, Community

Resource Access, Clvies, Citizenship, and Problem Solving);

School Advancement (Tutoring and Scholarship Assistance};

Job Training and Placerent (Vocationsl Claseroom Training and OFT); _

Basic Bducation and ESL (English, Basic Educational Sidlls, Family Literacy and GED prep);

%m}:nsu;ﬁty Scm;x {Summer Youth Employment, Community Service, Senior Employment and
ork Experience}; :

Carcer x}f&dmcemmt (Continuing Education, Workplace Literacy, Certification and Special

Permits). ’

»> S-S &

Lang 2rm employment training may last from six to 24 months. Supportive services will include
child care, transportation; nutritional, housing and emergency assistance 1o make completion of
training possible; job development, placement and job retennon services; income stabilization, legal,
immigration and health counseling. A small economic development program, linked with the
traning program, will provide small business assistance, entrepreneurial training, and incentives o
participating firms who expand their workforce to hire enroliees.

f
|

iy

A focus on involving and serving the whole family; ’
Pooling ﬁmdini from several categorical programs o allow more versatile services;
A corz life skills curriculum as the basis for lifelong learning and problem.solving;

A widespread network to serve urban-rural migrants--"anytime, any place”;

Continuing counseling t over & long-term period o consolidate achievements; and,
Accessing and tracking client use of services using Smart Card technology.

The integrated service deliv%ary network and "eahanced” case management approach provides
mm for & wide range of federal agencies to explore a new approach o inter-agency
coliaboration and increasing service effectiveness, while systematically broadening the menu of
services provided by Pacific Community Partners. Funding is being sought indtially from the
Departments of Labor, Health and Human Services, and Bducaton,

POPHOEN
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A exciting potential Smart Card use is combining multiple human service providers' client
information mwiuding education, training, counseling, medical, family , iransportation, and
emergency medical on one card, Adding the dimension of the whole family as the basis for tracking
service interventions offers major service coordination breakthroughs.

The ability 1o link service providers and fo chart service planning, recept and otitcomes can be a
dramatic human services milestone, mmlﬂngoﬁmnﬁmismammnfémlwstm
commonly defined, collected:and shared regardiess of funding source or reporting reguirement. This
wiﬂke}pirmkdmﬁxein{mmﬁmmmmgpmms.’I‘hcacba:rrienma fmes
arbitrary at best and regressive at worss.

Relying upon Smart Card technology will automate many of the routing administrative tasks and
transactions which have constrained traditions! efforts in case management. The Smart Card-based
management information system will link together Pacific Commurnity Parters’ four-state

network and greatly facilitaty afficient and c%iectiw: service to migrant families. The Smart is an
especially powerful and appropriate technological tool when a program partici is likely to use
several service providers or when the service provider bas multiple Jocations that are not Linked by
compuler as is the case with the Pacific Community Parmners’ widespread service network.

Ll s A A R Pl ek AAE

i

Pacific Community Partners! family-centered, multi-service strategy represents a sharp departure from
current highly targeted, client-centered, and narrowly specialized program designs. JImpuct on
individual client and on whole families will be tracked using multiple indicators of leaming,
employability gains, and long-term post-program follow-up. The integrated Smart Card-based

ement information system will genererats consistent high-quality data on services received.
The evaluation framework will address the efficacy of serving whole families versus individual
clients. Docymentation of the program implementation challenges and organizational problem-sobving
strategies will provide useful guidance for efforts to replicate the program.

George L. Ortiz or Chris Paige
Californiz Human Development € ion
3318 Airwa ve orporat
Santa Rosa, CA 95403

(707) 523-1155

SEREE 90
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| FAMILY CASE MANAGEMENT

Goal: - Family Enrollment [Multiple)
: - gzmﬁﬂ;iy (is;?lSSmg & I}:m&on Making
- ¥ uﬂimmcy ssessinent
Family Service ?ian & - Family Self Sufficiency Planping &
implementation

~ EDUCATION AND TRAINING

Activities Outcomes
‘| Survival English, Parenting, - Survival Skills
Basic Health, Community - Improve Access
Resource Access, Civics, - Decrease Risk Factors

o Citizenship, Problem Solving

- Retention/Advancement
| Tutoring/Scholarship Assistance . in School
~ School/Work Trangition

. | Vocationai Training, OFT - Good Jobs
R E:{<SNW,. ( cient,: : ;:" F&m}ly Lll&lmil' - Increase in basic
-, Limited Exiglish). . | BSL, GED, Basic Math skills

S UL RN T - Reinforce Other Components,
-BUCommunity Servies: - . ¥ Summer Youth Employment &.g., Summer jobs For

- (Youth,"Seniors; Disabiled): © .| Program, Semior Employment, In-Schoxo] Kids
S L Y 5] Community Service Corps, WEX | - Income Stabilization

i (Um%are;mp!oyed &. Eﬁgiqud Workplace Literacy, Continuing = - {I ward Mobility
. Ségking Advancemedif).. | Bducation - Retention




, 9118783 14:37 THTCT 523 3776 CEBC CERNTRAL ADY +~= LA COOPERATIVE @}337}’333

ECONOMIC nxvzmpmz* -

Loals:
oy Assistanoe/Crisis Intervention Kausing Shelier
Resolve Barriers To m - Num
Resolve Barners To Piammz .
Resolve Barriers To Advancement - Immigration

Erv 3483



GOVERNOR'S QFFICE

January 5, 1883

The Honorable Lynn Martin
Sacretary

U.8. pepartment of Labor

200 Constitution Ave , N.K.
Washington, D.C.

Dear ¥a

The State of California strongly endorses the proposal
presented by the California Human Development Corporaticon and
affiliate erganizations 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 conmponents to put
people back to work in California. This program receives ny
personal support becaugse it focuses on welfare prevention and
self~sufficiency for its participants.

California‘e 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
agricultural freeze, I am confident in their ability ¢t provide
and coordinate the services vital to the success of this project.

I aiso approve of the U.3. Department 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 will
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 Development Corporaticon will serve as a model for
the nation, as we all seek to prepare cur workers for a changing
national eccnomy. I urgs your prompt suppoert of this preqgram.

Sincerely,

ETE WILSON

GOVERSNGR PETE WILSON ¢ SaAaCRAMENTO, CALIFORNIA 85814 o 18) 4452841



EXECUTIVE CHMAMBERS
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SJUMN WaiEE

apvEEkos December 17, 1992

The Honorable Lyan Martin
Secretary of Labor

200 Constitution Avenue, N.W.
Washington, D.C. 20210

Dear Madam Secretary:

The State of Hawaii endorses the innovative proposal to provide comprehensive
emplovment assistance and training services for Filipine, Hispanic, and other limited
English proficient displaced workers submitted by California Human Development
Corporation dba Hawaii Human Development (HHD).

We also approve of the U, 8. Deparniment of Labor’s plan (o contract directly with the
applicant for provision of services as identtfied in the proposal. Furthermore, the State
of Hawaii agrees that appropriate State agencies such as the Empioyment Service
Division and the Office of Community Servicas will coordinate with HHD 10 ensure
cosi-effectiveness and continuity and to avoid duplication of effort.

Hawaii is subject to severe economic dislocation and plantation closures due to techno-
logical changes in agriculture and fluctuations in the global economy. It is cur hope that
this project will provide the State and navon with new. flexible models of retraining
displaced workers which promote seif-sufficiency for the entire fanuly while giving the
primary wage earner the skills needed to meet the challenges of our changing workplace.

With kindest regasds,

Sincerely,

JOHN WAIHEE



BARBARA ROBERTS
GOVERNOR

OFFICE GF THE GOVERNOR
STATE LARITOL
SALEM. OREGON 97310-037D

TELEPHOME: {303 X78-31101

Dacember 22, 1992

The Honorable Lynn Martin
Secretary of Labor

Y. S. Department of Labor
200 Constttuttion Avenusd, NM
Hashington, 0C 20210

Dear Secretary Martin:

The State of Qregon endorses the innovative proposal to provide comprehensive
employment assistance and training services for Hispanic and other limited
English proficient famities submitted by California Human Development
Corporation, which does business in our state as Oregon Human Development
Corporation (OHDC). He also approve of the Department’'s plan to contract
directly with the appilicant for provision of services as ldentiflied in the
propasal.

Further, The State of Oregon agrees that appropriate state agencies such as

the Empioyment Service &nd the Housing and Community Services Department will
roordinate with CHDC to ensure cpst-effectiveness and continyity with no
duplication of effort. It {5 our hope that this project will provide the

state and nation with new, flexible models of retraining displaced workers
which promote seif.sufficiency for the entire family while giving the primary
wage earner the skills needed to meet the challenges of ocur changing workplace.

Cordially,

Barhara Roberts
Governar

ce: Lazaro 8. Sanchez, Viceg-Prestident
QOregon Humen Development Corporation

Steve Minnich, Administirator
State of Oregon, Aduit and Family Services

Pameia Mattson, Administrator
State of Oregon, Employment Division

Rey Hamsey, Director
State of Oregon, Housing and Community Services



STATE OF WASHINGTON

OFFCE OF THE QJOVERNGR

OLYMPIA
850604 13

BOOTH GARDNER
BUVERNOR

December 18, 1992

The Honorable Lynn Martin
Secretary of Labor

US. Department of Labor

200 Consutution Avenue, Northwest
Washington, D.C. 20210

Dear Secretary Martin:

The state of Washingion endorses the innovative proposal to 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 (WHD). We also approve of the
Department's plan to comract directly with the applicant for provision of services as
identified in the proposal.

Fursher, the state of Washington agrees that appropniate state agencies such as the
Deparument of Social and Health Services and Employment Security will coordinate with
WHD (o ensure cost-effectiveness and continuity with no duplication of effort, It is cur
hope that WHI's project will provide the state and nation with new, flexible models which
achieve long-term self-sufficiency for the entire family by giving family members the skills
needed to meet the challenges of modern living.

Sincerely,

i 4
e

Booth Gardner
Governor
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PACIFIC COMMUNITY
PARTNERS

 FAMILY

SELF SUFFICIENCY
__

A Comprehensive, Interagency
Multi Service Program
Which Will Strengthen The
Self Sufficiency Of
Low Income Immigrant Families
By Building On Their
Inherent Self Reliance And

" Family Values

FCP Dimpley 5619703 Prge &
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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 Calvario Legalization and Education
Center

Employers Training Resource

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

»- California Human Development Corporation will
act as the lead agency on behalf of the partnership.

POP Dipley $71953 : Pags 2
H



07/18/83  14:33 |707 833 8778 CHDC CENTRAL ADM -+++ LA COCGPERATIVE do10s018

PACIFIC COMMUNITY.
PARTNERS

Provides services in the States of

California, Oregon, Washington, and Hawaii

PCP Dughey WISNS Pem3
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OUR CHALLENGE

» - Providing families with integrated, comprehénsive
strategies that address family self sufficiency.

»- Empowering families to act as a decision making
unit. |

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

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

%

PCP Staphay 5/19/93 ; Ao s
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WHY DO WE NEED A
NEW PROGRAM DESIGN?

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

»- Lack focus on the whole family

»- Duplicate services such as intake and assessment

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

»- Make inter-agency cooperation difficult

»- Do not link training and other services to economic
development

»- Increase administrative costs
»- Are himited to short term quick fixes
»- Do not promote lifelong learning

Therefore:

»- Are not investment oriented and long term in
nature . |

»- Fail to address broad issues of self sufficiency and
welfare prevention

POP Display $119M% ’ Page$
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THE TEAM MEMBERS

U.S. Department of Labor

U.S. Department of Health and
Human Services X

U.S. Department of Education
U.S. Department of Commerce
State of ‘California

State of Oregon

State of Washington

State of Hawaii

Pacific Community Partners

PP Dispiny 193 .
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TARGET GROUPS

Immigrant Families

Rural and Urban
Migrants -
Unemployed
Undereniployed
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 compiete school
Limited in vocational skills needed in the labor
market. .

Potentially welfare dependent

Matrix of other risk factors e.g.: lack of shelter,
family violence and substance abuse.

PCT Dlaplay 5119493 . Fage 7
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PROGRAM DESIGN
AND 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 decision 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
Child cafe Small business assistance
Health - Entrepreneurial training
Nutrition
Transportation

PCF Diaplay 571983 . fage s
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ROLE OF
THE 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
>~ Provides:privacy protection
> 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

>~ Simplify assessment procedures
»- Move easily between providers

BENEFIT TO SERVICE PROVIDER STAFF:

>- Reduce unnecessary paperwork and speed up
service management

»- Ensure consistency and accuracy of information

BENEFTIT TO STATE AND FEDERAL AGENCIES
AND OTHER PROVIDERS

»- Link the project with ongoing efforts

»- Provide a core set of data to foster coordination and
linkages

»- Empower participants to access other services

FEP Dlapiny 511093 Pegn s
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DEMONSTRATION
FEATURES

Family focus
Multiple family member enrollments
Pooled funding from categorical programs

Family case management and decision making

Core life skills curriculum linked with broad based
services

Comprehensive services - "one stop shopping"
Rural/urban network of service sites

Continued education and counseling over a long
period to consclidate achievements

. Accessing and tracking of services using
‘smart card technology

PP Diwley $/19793 Prgrr I1G
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Mr. Bruce Reed

Deputy Assistant €0 the President for Domestic Policy
0ld Executive Office Building, Room 216

17th Street and Pennsylvania Avenue

Washington, D.0., 20500

Dear Bruce:

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

La Cooperativa'’s proposal would increase the economic self-
sufficiency of immigrant migrant-wvorking families by building on
the values already present in the family. It provides a flexible
and comprehensive nmodel 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.

) erely,

& atsul
Member of Congress
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June 21, 189383

Mr, William H. Kolberg
Eresident

National Allisnce of Busineas
10201 New York Avenus, NW
Washington, D.C. 20005

Deaxr Mr, Kolberg:

Thank you for your letter of June 7
enclosing the paper entitlied, “A Busliness
Approach to Welfare Reform.” I appreciate
your taking the time to share the
Iinformation with us,.

Sincerely,

Brute Reed
Deputy Assistant to the President
for Domegtic Policy
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Mr. Bruce Reed

Deputy Assistant to the President for Domestic Policy
Executive Office of the President

The White House

1600 Penngylvania Avenue, N.W,

Washington, D.C. 20500

Dear Bruce Reed:

=
P

I am delighted to provide you with the enclosed paper, A Business Approach o
Welfare Reform.

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 reform, It does not anemp! to answer
the many questions sure 10 be discnssed during the debate on welfare reform.
Nonetheless, the paper raises the issues busingss believes are essential to welfare
reform efforts and discusses how those issues should be addressed. Fundamentally,
the paper proposes the need for a business approach to welfare reform, because
there can be no comprehensive attempt at reform without employer involvement.

For the past twenty-five 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. Ino this, its 25th Anniversary year, the Nationa! Alliance of
Business is rededicating itself to serving as the nation’s catalyst for building an
intemationally competitive 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 vepresenting 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 welfare-to-work programs,
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Since August 1990, NAB has been the prime contractor to the U.S. Depanménts 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,
welfare-to-work programs at the national, state, and local level. Additionally, 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 thle formulation of. any welfare reform proposal.

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 reform.
I look forward to hearing your comments and thoughts about this important issue.

Sincerely,

William H. Kolberg
President
National Alliance of Business
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A BUSINESS ﬁPPRO,ACIi TO WELFARE REFORM

Executive
Surmmary

Today there is widespread agreement that our welfare system
must be improved, Created to address economic problems of
the 1930s, Aid to Families with Dependent Children is no
longer suited 1o social conditions of the 1980s. Congress took a
major step toward reforming the welfare system with passage of
the Family Support Act in 1988, Even so, welfare reform
continues to remain high on the public policy agenda.

Growing dissatisfaction with the system prompted President
Clinton's campaign pledge to "end welfare as we know it.” To
fuifill this pledge, the President has outlined several principles
that will guide his welfare reform proposal. He would inpose
time Hmits 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 reform of the welfare sysiem will require a
cencerted effort by, and the active involvement of, both the
public and private sector. Because a strengthened and expanded
welfarg-to-work program 15 widely recognized as crucial (o
reform, the business community must play a critical role in this
effort. As a business-led organization involved in welfare-to-
work programs nationwide, the National Alfiance of Business
(NAB) has developed this paper to provide a business approach
to welfare reform effons.

The paper describes some of the issues in our current sysiem of
public welfare, outlines the social and gconomic costs of this
system, and suggests a framework for the busingss community’s
involvement in its reform. Tt does not attempt to answer the
many questions sure to be discussed during the debate on
welfare reform.  Nonetheless, the paper raises the issues
busingss believes are essential to welfare reform effors and
discusses how those issues should be addressed. Fundamentally,
NAB proposes the need for a business approach (o welfare
reform 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 reform recognizes that any new or
reformed system must be firmly rooted in and connected to the
local labor markel. Any system of public assistance that is not
inextricably bound to local economic conditions and labor needs
will face significant barriers in helping to move its participants
t0 productive employment and self-sufficiency.

Reforming the welfare system will be a large and complicated
urgdertaking. It will require addressing issugs not only specific
to welfare but also related fo child care, health care,
transportation, housing, job training and education. But if a
reformed welfare system does not have at its core assimilating
welfare participants into the workforee, it will achieve only
limited success. American business should take part in the
welfare reform debate to ensure that the redesigned system
encourages work and 4sSsiSts participants in becoming productive
members of our society.

A brief scan of the current public welfare system reveals four
major weaknesses, Firg, welfare doses not reinforce values most
Americans believe are imponant: work, {amily, individual
responsibility, and self-sufficiency. Welfare rules penalize
savings, perpetuate dependency, discourage work, and isolate
recipients. In shor, welfare often rewards failure not success,

Second, welfare often penalizes marriage and underwrites single
parenthood. Welfare rules have traditionafly imposed a stiff
"marriage” penalty: women who macry 8 man with a job usually
exceed AFDC limits on houschold income and thus lose their
benefits. Couples who choose 1o 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 v an uncoordinated and nefficient
system. ~Because this money is dispensed through so many
separate programs and delivery systems with their own rules and
regulations. wwuch of it is swallowed up by an ever expanding
bursaucracy for delivering social services, and never reaches the
poor.

Finally, and most important from a business perspective,
welfare undercuts the incentive to 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 terms. Currently,
Washington spends about $150 billion a year on 75 means-tested
programs for the poor. In addition, the indirect costs, in the
form 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
terms. The costs of continuing with the current system will
drain our country of important human resources well into the
21st century.

A general consensus has been formed that there are deep
structural flaws in our public welfare system as it currently
operates. A closer look at common attitudes about welifare,
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-term, or "career,” welfare recipients and as temporary, or
"transitional," recipients. A focus group study done in
California discovered that perceptions of welfare recipients
generally determined attitudes about the system as a whole.
Those who felt that most welfare recipients were long-term
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-term

@ NATIONAL ALLIANCE OF BUSINESS




dependency it allows and, at times, encourages. Thus any
significant attempt at welfare reform must seriously address the
long-term dependency that welfare encourages.

Welfare reform is certain to remain high on the public policy
agenda as several reform proposals are being discussed and/or
constdered,  President Clinton campaigned on the promise to
"end welfare as we know it.," Legislation has not yet been
imroduced, but the President has indicated the following
principles will guide development of his welfare reform plan.

. First, welfare should be a second chance not 3 way of
life. Under the Clinton plan, most recipients would have
two years after they compileted a training program before
they would be asked 10 take 2 job either in the private
sector or in public service. The President would
guarantee that welfare recipients do not 1ose their access
to health care and child care by moving into the
workforce,

s Second, every American whe works full-time with a
child in the home should not live in poverty. The
centerpiece of this proposal is an expansion of the
Earned Income Tax Credit (EITC), The EITC 15 a2 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 enforcement would be
dramatically toughened. It is estimated that 15 million
children have parents who could pay chiid support but do
not. The President proposes having states establish
paternity at the hospital and using the Internal Revenue
Service to collect unpaid child support. His plan wouid
also establish a national databank to track down deadbeat
parents.

* Fourth, education and training opportunities for
welfare recipients would be expanded. This step
would build on the Family Support Act of 1988, which
reqquired states to move a portion of their welfare
recipicnts into training programs and jobs.
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Business
Involvement in
Welfare Reform

Under the framework of the Clinton plan, staies would be
accorded greater flexibility to experiment and design their owa -
approaches to welfare reform,  The President has promsised to
approve waivers to states for welfare reform programs that may
nat directly reflect the policies of his Administration, provided
that there is an honest evaluation of each program.

It is in the interest of all concerned that the business community
participaie i any reform discussion $0 as to guarantee that any
proposal is premised upon the goal of moving welfare recipients
off public agsisiance and o productive employment,  Because
any eamest attempt at reforming the welfare system will include
efforts to strengthen and expand successful welfare-to-work
programs, emplovers’ involvement s ¢ritical,  Welfare-to-work
programs li¢ at the intersection between social service agencies,
education and training services, and the labor market.
Meaningful business involvement can improve program
efficiency and effectivencss and can significantly increase the
chances that program participants will sltimately become
independent from public asgistance,

Welfare-to-work programs must be incorporated into our
national effort 1o build a world class workforce, At a time
when all resources of the nation’s labor market must be better
utikized to keep pace with global economic competifiveness,
preparation of welfare recipients 1o mest the expanding human
resource needs of bhusiness is ¢ritical.  However, employment
and training programs for welfare recipients will not be
sufficient tn and of themselves unless they leverage the interests,
perspeclives and resources of the business community.

Private sector employers know what job skills are needed in
their industries ant in their geographic areas. They understand
local labor market trends that can help to guide program designs
andd training content.  Just as business has a direct interest in
welfare-10-work programs as a means to building a better
workforce, so too does the nation need to develop the productive
capacity of groups previously cousidered to be outside the
mainstream of ‘our economy to assure an adeguate supply of
skilled workers, Training welfare recipients to 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 bas a stake in the success of welfarg-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
1o social tensions which affect productivity and the general
business climate, the public sector should be interested to have
business's assistance in solving them,

Long-term welfare dependency and complex labor phenomena
are issues too large and important for any one sector of society
to address alone. Labor market and welfare issues are no
longer just governmeni problems. A public/private partnership
based on the principles outlined below would bring the best
leadership, resources, and commitment to the table in cach local
community to address the welfare issue.

Welfure reform should be an integral part of the
effort to develop @ comprehensive workforce
development system that is firmly rooted in local
labor market needs and opportunities.

If the United States is to remain competitive in world commerce
in the 2kst century, we need to invest in building the skills of
our current and future workforce, and we must actively cngage
in pannerships to build a workforce development system that
includes all our citizens, We must realize the need for the
public and private sectors to collaborate on systems that
optimize the full potential of our human resources.

Experts agree that we lack a coherent svstem for setting human
resource goals and priorities at the community level and for
linking empioyment, training, and education programs together
with local employers to deliver services efficiently 1o meet these
goals and priorities. A broad-based workforce development
systerm would help to eliminate the inefficiencies in the current
use of resources for public assistance and welfare-to~work
programs. The system would be characierized by: a common
point of intake; individualized assessment of clients to determine
their service needs; a form of case management o see
participants 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 2
barrier to previous welfare reform 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 well-coordinated workforee
development system would increase the probability that adeguate
funding is availabie at the federal, state, and kxal level to meet
the needs of our current and future workforce,

Another barrier to improved welfare-to-work programs s the
lack of coordination between different federat and state agencies
and the programs they administer, The result of this is more
often than not an incoherent effort between different parts of tw
system that do not work together toward complementary goais,
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 pnvate sector, a workforce
development system could accomplish much administratively to
. improve coordination and reduce paperwork. Such a system
would provide the context for making decisions about investing
in our human resources today for the benefit of our future
SCONOIMIC 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 term these services do not
seem to justify their costs, Viewed in the long term as pan 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 efficiemiy.

The key component of a workforce development system should
be a network of business-led Workforce Investment Councils to
e established in every labor market in the country., The
Councils would overcome the inefficiency of our current
@ {ragmented and frequently duplicative approach to local labor

y 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 function,
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Principle 2

Within 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 reform should build on the Family
Support Act of 1988 to expand education and
training programs that help welfare 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-term 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 of 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-term 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

" empbhasis 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-to-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
curricuia 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 appropnate 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
on providing work experience. Many JOBS programs use
Community Work Expenience or Work Supplementation not as
ends in themselves but as components of a program designed to
prepare participants for work, As a compouent, work
experience is a way for the participant to make choices about
potential professions, become accustomed to the job readiness
skills that a permanent position requires, and to develop
additional skills,  In addition, the program staff can use work
experience as an assessnent tool of a participant’s training or
education needs,

The Family Support Act of 1988, and specifically the JOBS
program, lays the groundwork for reforming the welfare system,
The Act’s emphasis on participant responsibility, the importance
it places on the provision of employment and training services 10
welfare recipients, and its encouragement of employment
programs such as Community Work Experience and Work
Supplememation, begin 10 move in the direction of a reformed
and improved welfare sysiem. ‘

Public service employment should be evaluated
by weighing the benefils it would provide against
the costs it would impose,

The idea of mandating some type of work experience s
controversial because it inevitably leads o a debate about public
service employment. The President has said that under his plan
after two years welfare recipients would be asked 1o take a job
in either the private or public sector. Presumably, those snable
to find private sector jobs would be placed in some type of
public service employment, The questions asgociated with
public service employment are (oo numerous 0 be discussed
definitively in this paper, yet # is clear that, however well-
designed and well-consiructed a public service employment
program is, it should not be a permanent alternative to
unsubsidized private sector employment. Additionally, public
service employment should not position weifare recipients
against unionized workers, distocated workers, and existing
workers for jobs, In general an effective public service
employment program will need to 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 -

values and habits of work it instills, the sense of participant
responsibility it imparts, and the skills and training it provides (o
participants, )

Welfare reform should preserve the flexibility
allowed to the states and should enconrage state
expenimentation with their own welfare plans.,

The environment for welfare reform experimentation was
established by the Family Suppon Act of 1988 and by the
federal government’s response to requests from the suates for
waivers, The staes have used this flexibility and made major
changes to their welfare systems. For example, Wisconsin has
heen a leader among states experimenting with welfare reform.
Widely known for its Learnfare program, which reduces welfare
benefits for teenage truancy, Wisconsin has also proposed a
more aggressive child support collection system than the 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 to a high school
diplowa or its equivalent and for meeting monthly attendance
requirements, Maryland has proposed cutting benefits for
recipients not receiving preventive health care or not keeping
children in school. New Jersey is experimenting with denying
benefits to mothers if they bave additional children. Michigan
has abolished its general assistance program, which provided
benefits 1o adults with no children. Recently, Wisconsin became
the third state 1o begin work on a time-limit plan, joining
Vermont and Florida, Vermont was granted a waiver from
federal rules to proceed with its plan, 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 these developed, tested, and refined
al the state level, Almost every state has some experimental
mnovative approach in its welfare-to-work program and
although many state experiments will be controversial, #t 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 reformed welfare system,
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Principle 5

A Role for
Business

Welfare reformn should preserve the safety net for
children and the disabled. Furthermore, steps
should be taken to address the root causes of
poverty and avert welfure dependency before i
hegins.

The goal of all welfare-to-work programs should be to help
participants find productive employment and become
contributing members of our workforce and society. However,
programs should not be considered to have failed if gl
participants in them do not reach this goal. There will still
remain a segment of the welfare population which will have
great ditficulty becoming self-sufiicient. There are a number of
welfare recipients who cannot work because of age or disability.
In the efforts to reform the welfare system it is essential that we
ot lose sight of cur commitment to providing ¢itizens a safety
net below which no one is allowed to fall.

Today, the 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 vouth
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-term
welfare dependence will be addressed. Many of the flaws of
our welfare system today could be corrected by taking aciion
sooner and addressing problems before they occur.

Although the proposed framework for reform is primarily
addressed to public-policy makers, there is a distinct but closely
related roie 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-to-work
programs is even greater.

Businesses can help case the transition from welfare-to-work by
adopting voluntary "family friendly” policies that recognize the

@ NATIONAL ALLIANCE OF BUSINESS 12



barriers many welfare recipients face in gaining full-time
employment. Many of the hurdles welfare recipients face in
maintaining productive employment are only indirectly related ©
income. AFDC recipients often have ¢hild care, transponation,
health care and other needs that prevent them from finding and
maintaining {ull-time jobs. Recognizing the interrelationship
between these issues and the welfare veform debate is 2
necessary first step in constructing a more enlightened welfare
system, These are issues to be addressed by bath the public and
privale sectors. There are, nevertheless, steps the businegss
community can take voluntarily 1o remove some of the obstacles
welfare recipients tace on their path o self-sufficiency.

Many companies, large and smail, have begun to adopt policies
that provide suppart for employees struggling to balance family,
health, transporation, 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 reformed welfare
system.

Additionally, employers have a key role to play at the local,
state, and federal levels in the design and implementation of
welfare-to-work programs and welfare reform strategics.

At the local level, businesses are often the best predictor of
labor market trends and needs. Businesses also 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 welfare-to-work
programs. Local private sector leaders can serve an important
role as outside brokers, or barometers, for public programs
refated to employment and training, Very often it is the
“neatral” buginess volunteer who motivates public agencies and
officials to work more effectively and o coordinate resources
more efficiently toward a comumon goal.

At the state level, Many of the most innovative ideas on
welfare reform have emerged from state efforts to restructure
their programs,  States will continue 10 experiment with ideas
and as such i is at the state level where business can have an
impact on overall policy direction, Critical to the success of -
programs at this level is the ability 10 coordinate statewide
public/private employment and training strategies.
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Summary and
Conclusions

At a time of limited public resources, coordination ameng 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 similar population groups. This can be done
through comprehensive state-level coordination policies that
provide criteria for coordination in the local planning process.

At the federal 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 the Administration, the
Congress and national organizations frame a redesigned welfare
systermn, Appropriate issues for the business community 1o raise
at the federal level include: increasing incentives for welfare
recipients 1o seek and maintain employment; creating incentives
for employers to hire welfare recipients; developing program
performance gvaluation criteria; and simplifying program
requtrements.

President Clinton has indicated that welfare reform will be
prominent on the domestic public policy agenda, There is
nearly universal agreement that the current system has sevenal
fundamemtal problems and serves to perpetuate the conditions it
was designed to correct.  The gquestion 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
atdvocating policies that have productive employment as their
emd 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 reform will require that we address many
broad issues inchiding the proper role and responsibility of
federal, state, and local governments, their relationship with the
business community, the reciprocal obligations of those
receiving public assistance, and the most appropriate way (0
empower those it poverty 0 take control of their own lives.
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WASHINGTON

May 18, 1993

Dr. Stephen H. Wirls

Assistant Professor

Franklin & Marshall College

P.0. Box 3003

Lancaster, Pennsylvania 17604-4356

Dear Dr. Wirls:

Thank you for your letter of May & enclosing a8 policy
recommendation on welfare xreform, The disciplined
workfare proposal is an interesting ides and I
appreciate your taking the time to write.

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

(ffgcar.

Bruce Reed
Deputy Assistant to the Presgident
for Domestic Policy

Y.,

"
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St e . .. BMay 1993
Mr. Bruce Reed . o
Deputy Assistant for Domestic Policy
The White House
1600 Pennsylvania Avenus, NW
Washington, DC 20500

Dear Mr. Reed,

Enclosed is a policy recommendation that addresses the core
dilemma of any weilfare reform entalling some form of disciplined
workfare: that ig, time limits and sanchions. | attempls {0
accommodate the humanitarian concerns that inhibit systems of
limits and sanctions. It is guided by a principle of personsl
responsibility, | thought you might find & ifziar@giﬁg«amg,wpema;zs,
useful, T ens

Yours,

AL

« Dr. Btephen H. Wirls
Assistant Prolessor

Depurtiem of Coverament, B0, Box 3003, Luncasier, Pennsylvania 17604-3003
Telephone: {7171 291-3961 FaX: (7Y 2914356
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To: Mr. Bruce Reed, Deputy Assistant for Domeslic Policy

Re: Welfare reform and the ‘sanction’ problem.

From: Dv. Stephen H. Wirls, Frankiin and Marshall College, Lancaster,
PA.

Wellare reform is demanded not only by the actual flaws in the current system but
also by a public feeling that relief programs are abused, a feeling that infects attitudes
toward almost every program to ameliorate the failures of our otherwise desirable
system of sconomic distribution. The most promising sort of raform, in which public
assistance is contingent upon training and work, is aimed at both pwbiems

Howsaver, every “workfare” plan faces the dilernma of enforcement.  Unless' we
assume away alt characteristics of an "underclags,” some sanclion is necessary 1o
overcoms had habits and immadiate convenience, Otherwise the program may become a
costly cycle back 1o the dole.

Cutling off all assistance after a probationary period is a brutal sanction, Some

cases, as those involving drug dependency, are mare intractable. The most potsnt
criticism is that any palpable sanction against the aduli(s) unaveidably harms the
children. Some proposals make a formal distinction between child maintenance
payments, which would be preserved, and other components of AFDC, which could be cut.
Cowviously, this i3 a comforting but merely formal distinction which could not be
eniaoed in practice. Within these terms, the only way to protect children from the
efecis of a sanclion would be 10 remove them from parental custody. Such a policy
would, with good reason, kil any wellarg reform program.

In sum, the lough sanctions tha! are essential 10 any workiare eform are also a
Procrustean bed that pleads for humane sxeaptions.  Such exceptions, in turn,
uriermine the program’s aims. Especially children become the lgver, honest or
conirived, that AFDC recipients can use o pry thelr way out of the grip of sanclions.

The only humang and politically feasible solulion is a second form of sanction for the
problematic cases. The alternative methed of sanction | am proposing certainly indrudes
on parsenal liberty, but it is based on the basic principle of the reform movement while
bieing more Hexible, humane, and attentive to the wealtare of children.

Aftor a probationary period, continued public assistance to especially, and maybe
exclusively, single mothers with infants and young children would become conlingernt
upon miocation inte a publicly run residence with family quarters. Again, this class of
ecipiant poses the most valid arquinents, practical and moral, against any other form of
sanction. Moreover, it is the least behaviorally or socially difficult class. Studies show
thal, once the praclical impediments arg removed, this groupis responsive 1o
opportunities and an ethic of personal responsibility.  Conseguently, this group would
ot tend 1o reproduce the same type and degree of social problems endemic 10 many poor
neighborhoods and housing projedts.

Sociat services would be concentrated there. Access 1o daycare angd training would be
simplitied. Psychological and substance abuse problems woulkd be more observable and
treatable.

One key feature would be an incentive system based on personal liberly. All
regidents would be provided spare quarters, meals, and basic clothing. Greater
resnurces and liberty would depend upon responsible action on @ graduated scale: from
training and maintenance of the communily to full time work. As the residens acquire
good habils and full ime jobs, income supplements could be used for motivatien to
return 1o the larger communily, This syslem could maximize opportunity and 8o the
probability of productive regidenis. The hard ¢ases could not isclatg themselves from
standards of improvement and work,
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Weitare reform and the ‘sanclion’ problem: p. 2

Child carg and maintenance of the communily iself would be sources of training and
experianca that are transferable io {he privals secr. Municipal businesses retjuiring 8
range of skilis, such as recycling, could be run by thase communities.  Enlgprise one
benefits could ba tied to use of the residenis in jobs.

Moreover, the sanction is isofated from the chikiren. The residence community
would provide and monitor nutrition and participation in daycare and preschool
programs. Children would see the consequeances of inresponsible, and the advantages of
responsible, behavior. They would be directly encouraged by resident aldes and models
of aspiring and working adulls,

The program should begin through pilot grants to smaller cities in states with a
gompatible worklare program.
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Carol Rasco
Assistant to the Pre51dent %\L‘ ’*’Qﬂm} UJ\,
for Domestic Policy

Office of the President WL‘("" Q‘L‘\’"‘ g ‘\l}\
The White House BN P(,Qowb \bg\p

1600 Pennsylvania Avenue, NW

Washington, DC 20500 , Cilg

Dear Carol:

['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. [ 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 acted 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

777 North Capitol Street, NE, Suite 703, Washington, DC 20002 Tel: 202-408-1080 Fax: 202-408-1056
Robert Qreenstein, Executive Director « Loring Henderson, Deputy Director



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 enclosed 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
vehicle 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 BEducation 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 gutdance from
Clinton appointees, since the appointees in this part of the Education Department are
not vet in place,

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

Sincerely,

Executive Director
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Bush Administration Policy Remains Barrier to
Repayment of Defaulted Student Loans by Low-Income Borrowers

by Julie Strawn

Overview

in 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 who defaulted had low incomes. received little or
ne financial support from other individuals, and had attended for-profit trade schools.
Many were unemployed at the time of the default’ Unfortunately, a significant
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 1980s.
In 1990, according to GAQ, 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 continue to need
further education cr training to become empilovable or fo earn a wage that lifts them
out of poverty. Yet by law, their loan defaults bar them from receiving further federal
student aid, 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
evern pay the entire amount owed — to bring their loans out of default. This creates a
disincentive for low-income borrowers to make any payments at all, as making smailer,

more affordable payments will not change their default 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 Joans to
qualifv for new federal aid 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 twe aims. First, this provision will encourage
repayment by borrowers who are unlikely otherwise to be paying anvthing 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

Y Studem: Loans: Characteristics of Defeulted Borrowers i the Stafford Student Loan Pragram, Cevwral Accounting
Oifice, 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 renewerd
eligibility procedure, however, by directing loan guaranty agencies to set the required
six monthly payments at 2 minimum of $30 per month or to document the basis for
setting a lower payment in each case where a lower payment amount was allowed?
While this policy might seem workable in theory, in practice guaranty agencies have
been very reluctant to 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 menthly payments from defaulters until
tederal rules are published. Others are requiring a minimum $50 monthly payrent
from all borrowers, regardless of their income. For very low-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 defanlt and be unable to gain
access to the education andtraining that could enable them ultirately 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 immediately
that they cannot set a minimum monthly payment for all borrowers. Guaranty agencies
should be directed instead to set monthly payments that are affordable for each
borrower, as Congress clearly intended. This change should also be incorporated 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 198('s, federal student aid programs were widely abused by
unscrupulous for-profit trade schooils. 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 schoois falsified student test scores,

% Dear Collengue Jotter of October 1992, This 160-page letter has served as interim regulations for the HEA
Amendments until an NERM is published.

¥ The Subcommittee’s findings are surumarized in Abuses i Federal Student Aut Programs, report of Senate
Subcommiter on Investigations, May 17, 1981, hereafter the Nunn repont.
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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 schooi 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 abruptly, leaving students with l1ttle or no training, and then
refused to refund tuition.

The Investigations Subcomumittee 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.}

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 program} have had perhaps the most profound and disastrous effect on the
intended beneficiaries of Federal student financial aid — the students....unscrupulous
and dishonest school operators victimize students, leaving them with huge debts and
little or no education.” 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 quality schools out of the program. If implemented
effectively, the amendments should help improve the quality 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 Defauilt
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 eligibility would encourage borrowers with defaults to get back into

* The Nunn report, p. 8.

* The Nunn report, p. i0.



repayment; without this procedure, many defaulters would not be making any
payments at all.* This approach should enable the federal goverrunent to recoup more
of its defauit losses. (Some 180 days after a loan goes into default, the guaranty agency
reimburses the lender; the federal government, in turn, typically reimburses the
guaranty agency. Alfter that point, the guaranty agency continues to try to collect 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 eligibility 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 eamnings prospects. Defaulted loans have emerged as an
important obstacie to postsecondary education or job training in the Job Opporiunities
and Basic Skills (JOBS) 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, Sut 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, espedcially in urban areas. Often
proprietary schools targeted questionable recruiting practices on very poor peeple who
were likely to qualify for the maximum amounts 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 smail — 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 eligibility procedures, the Higher Education
Amendments make no reference 1o a requirement for a universal minimum monthly
payment. To the contrary, the renewed eligibility provision was bagsed on loan
rehabilitation programs operated by several states in which the required monthly loan
payment was sometimes-as little as $10 per month for 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 of shutting out the low-
incorme 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 granting lower payments without knowing exactly what criteria will

A separate but refated provision allows defaulted borrowers 1o bring their foans out of default after 12
consecutive affordable monthly payments, provided that after those 12 payoents the Seaotary or the guaranty

agency setls the loan 1w an eligible lender.



satisfy the federal government. And guaranty agencies may have a financial interest in
keeping 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 recipients. Below are three typical examples
from: this group. '

»

One case invofves an 551 recipient who attended a USA Training Academy truck
driving school, ence the largest chain of for-profit frade schools. After just one week
int school, he was told that his second aid check had not arrived and that he
would have to leave. The schoel never made a refund to the federal government
on his behalf, as he later discovered when he was billed for the loan. {Pive
former officials 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 federa] aid.

Another example invelves an AFDC mother with two chuldren in Mississippi, whose
total monthly mcome is $120 (plus foed stamps). Envolled in the JOBS program, she
has successfully completed a year of community college and hopes to transfer 1o
a state university in 1994. Because of a previous-defauit from a for-profit trade
school, she is ineligible for further federal financial 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 also contacted by an AFDC mother tn Kentucky who #s enrolied in JOBS and
who must rely on $285 per month to support herself and her three children. She
completed a semester in community college, earning good grades, before her car
broke down forcing her to leave school and sending her into default. She was
ready to pay $20 per month of her meager income toward the loan 5o that she
could return 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 carnot afford. She is now successfuily
making $20 monthly payments. Most defaulted borrowers, however, do not
come into contact with organizations or individuals who can plead their case for
them.

Conciusion

The current policy of requiring minimum monthly loan payments of $50 for ail
defauited borrowers is both short-sighted and contrary to Congressional infent. By
reversing this policy, the Clinton Administration could achieve two results supportive
of broader Administration goals.

*

Many defaulted borrowers currently not paying anything on their loans would begin
making 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-mcome borrowers currently recetving public assistance would be supported in their
efforts to become 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 {OBS or [TFA are usually unable to enter postsecondary
education or job training unless they can qualify for federal student aid.
Renewed eligibiiity complements broader welfare 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.



