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__,____	My_name is Chartes D, Hobbs. I'am a:senior :fellow at the American 
Inslitute for Full Employmenl and I'm here loday 10 speak on behalf of the. , 
Institute in support of S. 1795, the "Personal Responsibility and Work 
Opportunity Act of 1996." ' 

I 
S. 1795 is a very large and complex piece of legislalion. It is hard to follow 
because there is so much of it, But existing Welfare laws and regulations 
are incredibly complex and prescriptive in thel greatest detail, and welfare 
reform legislation must address things as they are. 

Nonetheless, there are two clear concepts in S. 1795 that are basic and 
essential to the correction of the ills of the existing welfare system. One is , 
the concept of work replacing welfare as the basis for improving family and , 
community financial and social health. The other is the concept of creating , 
useful public assistance programs from the bottom up rather than the top 
down, with the various states empowered to aesign and operate programs 
to meet their unique needs and circumstance~. It is because these 
concepts are clearly advanced, even In the fdrest of detailed prescriptions, 
that we support S. 1795. 

The AmeriCillllostitute foc full Employment 

The American Institute for Full Employment is a privately funded, not-for
profit center for the development of program~ that expand and enhance 
employment opportunities for American workers, and especially for those 
who' have been conditioned to accept public kssistance as a substitute for 
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the opportunities an~ rewards of paid y.'ork, qur goal is full ,employment __ 

universal access to Jobs with career potential for all who need and seek 

them. We believe that goal can best be mel ~y stimulating public/private 


"partnerships within the slates that will encour~ge the efforts of private ' 
sector employers, large and smail, to train and employ new workers, 

, I 

Welfare reform is becoming synonymous with :work, Pervasive public 

disgust with the national welfare system, combined with the growing 

awareness that we are wasting the human res\:>urces we need to build a 


, I 
more competitive work force, has shifted the focus of the welfare debate 

, 
,from the delivery of benefits 'to the developmeht of jobs and ways to , 

prepare people for them, ' 

The Institute's major contribution to this debat~, is the Full Employment 
Program, a welfare replacement concept that has been developed over the 
'past six years and adapted to meet a wide variety of specific state and 
local needs and circumstances. The Full Employment Program moves 
public assistance recipients into the active work force by converting public ' 
assistance benefits to wage subsidies for tranSitional, training-oriented, 
predominantly private sector jobs, More than a dozen states have taken 
an interest in the Full Employment Program, and eight of them have 
enacted into law state-specific versions which ~re now in various stages of 
implementation. This testimony describes the general concept of the Full 
Employment Program and highlights two operating versions: Oregon's 
JOBS-Plus and Mississippi's Work First 

The Institute is also a proponent of .Increasing the relative power 6f the 
states to control social policies and funding. For five decades, from the 
mid-1930sto the mid-1980s, the pendulum of social policy ccntrol swung 
hard toward Washington, D.C, as the federal gbvernmenl steadily usurped 
traditional state powers by creating a profusionlof ever more expensive 
national programs, But in the past decade, witp clear evidence of the 
failure of Ihese programs to meet public expec\ations, a cadre of strong 
governors and other stale and local elected officials has led an effort to 
shift the balance of power back toward the states, We actively sup'port that 
shift, and offer the Full Employment Program 6~ evidence of how and why 
public assistance can be re$\ructured for econof1lic growth and social 
progress. 
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l:iighlights of the Futl Emplo)!~nt Con~QI , 
Full Employment is a job and worker development conoept that moves 

welfare and other public assistance reCipients into the active workforce and 

out of dependency on government support. It goes beyond welfare reform 

to a vision of jobs for all who need them and a larger and better prepared 

workforce to meet the needs of our citizens and the challenge of 

international competition. . I 


I ' 
For those in .need of public assistance, la Full Employment Program in their 

slate means: ':' 


• 	.. ···Immediate attachment to toe work force. Anyone seeking public 

assistance and able to work is placed immediately in a job leading to 


I . 
permanent employment and self-sufficiency, 

I• 	 Iemoorarily-subsidized, trainillll-orientedijobs at minimum wag.e...Q( 

higher. plus the Earned Income Tax Credit (EITC), for Ihose Llnable 

to..get unsubsidiz:ed jobs immediately. T~ese "trial" jobs prepare 

participants for regular, unsubsidized jobS, Public assistance 

benefits are pooled and converted to wag'a subsidies, No increase in 

spending is needed, and savings from reduced dependency are 

virtually certain. . 


• 	 A li!dQ~r of job QPportunities, willt rising sbendable jncome at.~ 

ste.p. A subsidized Full Employment job provides more spendable 

income than public assistance, and an un~ubsidized job provides 

more spendable income than a subsidizeb job, as shown on the 

accompanying Welfare to Work chart. Th'e first unsubsidized jOb,
, 
even at minimum wage, will raise the \ypic;:al family above the poverty 
line. 	 : 

Guaranteed supportive services throU9hoLt the transition to self• 	 , 
suffici!lll~~. Medicaid and child care are guaranteed to welfare 
families participating in the program and for at least a year after they 
move from subsidized to unsubsidized erriploymehL 
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For employers ·-Iarge and small, publi~ and p~ivate, profit and non-profit·
a Full Employment Program in their st~te meahs: . 

• 	 A larg!l(J~bQLRQQltrom which to:recruittO[kers. Many public 
assistance recipients are ready, willing, and able to go to:work 
immediately, but are discourage~ from doing so by the public 
assistance system, which often penalizes people for leaving it. 

• The chaoce to try oul new workers at neLQQs at little QLJ1Q wOige 
~. Subsidized temporary workers learn and perform assigned jobs 
that meet all Federal UnemploYl1']ent Ta~ Act (FUTA) suitability 

. '-'requirements and do not displace regular workers. Employers are 
encouraged to hire successful participants as regular employees. 

• 
, I 

The QPPQllunily to contribute to the reduction Qf the public. assistance 
b.urden. Welfare roles are declining in every state with a Full 

.. I 

Employment Program. When il comes to solving the welfare 
problem, "Only work works." . . I .' 

Full Employment Piooeers 

QregQO 

The first legislative enactment of the Full Employment concept was by a . ,
state electorate: the voters of Oregon. In November, 1990, Ballot Measure , 
7, the Oregon Full Employment Program, won 158 percent of the vote 
statewide, with affirmative margins in 35 of 36 Icounties Measure 7 called 
for a three-year, six,county test of subsidized, training-oriented 
employment as a replacement for welfare and lunemployment insurance 
benefits, with the e)(pectation that replacing obligation·free benefits with 
wages for work on real Jobs would reduce welf,are dependency and speed 
the progress of participants Into permanent, un subsidized employment. 

. 	 I 
. 

But even though Measure 7 by itself had the force of law, its proponents , 
found that the wheels of government .- both slate and federal .- can grind 
slowly. It took two and one-half years for the governor and the legislature 
to agree on rules for implementing Measure 7! (Their major contribution 
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was to change the name from "Full Employment" to "JOBS-Plus" in order 
to upstage the electorate in taking credit for th'e program,) And it took the 
federal government another 15 monthS, to approve the waivers from federal 
law necessary for JOBS·Plus to operale, " ' 

l 
So it wasn't until November, 1994 that!JOBS-~lus began to place public 
assistance recipients into subsidized jobs, Early concentration was on Aid 
to Families with Dependent Children (AFDC) ~nd Food Stamp cases, and 
the results were immediate and dramatic, Within a month the AFDC 
caseload had begun to fall below the t~aditlonal pattern of cyclical growth. 
and within three months it began an ae,tual de¢line which has continued 
and steepened over the past yeaL As the accpmpanying caseload chart 

",_shows"tolal casas are down by 'fS.9 percent in the last 12 months and by 
•

more than 24 percent since the beginning of 1994, Caseload prOjections 
have been revised downward three times, yet actual cases continue to fall 

. below the latest downward estimates. Savings already generated by the 
declining case load are S97 million, $37.8 millidn to the state and the 
remainder to the federal government. . 

In the test area, 1,700 employers, mostly small businesses, volunteered an 
interest in participating in the program.! But th~ need for placing . 
participants in subsidized jobs was much less than expected, because 
record numbers of participants, In preference to subsidized jobs, took the 
initiative to find their own unsubsidized jobs, In the firs! 14 months of 
operations, only 353 participants needed to be: placed in subsidized 
training positions, while 1.389 JOBS-Plus eligible participants went into 
regular jobs without hailing to be placed In JOBS-Plus positions, In 
addition, four out of five subsidized workers are finding unsubsldized jobs 
during thelf earticipation in JOBS:Plus, 

Based on the initial success of the six-county pilot program, the Oregon 
Legislature passed, and Governor John Kitzhaber signed into law in June, 
1995 a bill extending JOBS-Plus to the~ntire ~tate, and the federal 
government approved the expanslOh In, April. 1996. In the next phase of . 
implementation, starting In July, 1996,increaS~d emphasis will be given to 
placement of u(1employment.coml2ensation beheficiaries, In addition, ./ 
private staffing companies will provide job placement services on an 
experimental basis. 
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Mississippi was the second state to enact FulllEmployment legislation. 

Mississippi's version. called Work First, was signed into law by Governor 

Kirk Fordyce in July, 1993. The nameWork First reflects the program's 

goal of early attachment to the work force as the best antidote to welfare 

dependency. Work First is being jeste~ in six :counties with 27 percent of 

the state's welfare caseload. Due to long delays in getting federal waivers. 

operations did not begin until October. ;1995 ih Hinds county (Jackson), 

and were phased-in, county by county! over the following three months. .. 


I 
 :; 

,:. ' 

To promote quicker access to job placement assistance, Mississippi has 

redesigned its welfare eligibility and ce,se man~agement functions so that 

those applying for AFDC or Food StamPS are ~ent to job counselors 

immediately. even before their welfare ,eligibility is finally determined. 


'Those for whom unsubsidized jobs can be foJnd are thus diverted froll1 
AFDC and require less or no Food Stamp ben'efits. Child care and 

. Medicaid are guaranteed for the first year of e~ploYll1ent, even for those 
who have not completed the welfare eligibility 'process. . 

, 

Another feature of Work First is the use of priJate stalfing companies, 

together with the Mississippi Employment Security Commission, to carry 

out the job developmentljob placement functidns. Administrative costs of 

employer recruiting, worker preparation, and jbb placement are greatly 

reduced because private staffing companies ~bsorb those costs in fees to 

their client employers. " I· 


Work First results to date are remarkable. even at this early stage of ., 

implementation. Through the end of March. 1996, 3;501 welfare cases. 

had been assigned to Work First. and 633 ha~ been placed in jobs: 352 

un subsidized and 281 SUbsidized .. The combined AFDCIFood Stamp
, 

caseload in the SiX test counties Is declining at 1 A 1 percent per month -, 

seven times the rate of the rest of the slate. Total AFDC payments are 

also declining -- at 114 percent for the September, 1995 to April. 1996
, 

period in the test counties, compared to only 4.4 percent in the rest of the 

state. Even the number of Food Stamp housbholds has declined by 836 in 

the test counties, while rising by 616 in the rskl of the state. 
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