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WISCONSIN LEGISLATURE 
-, 

P,O, Box 7882 III Madison. WI 53707·7882 

June 14. 1996 

President William J. Clinton 
The White House 
1600 Pennsylvania Avenue 
W,,,hington. DC 20500 

Su~ie(;t: W-2 Waivers 

Dear President Clinton: 

W~2. or Wisc.onsin Works, is the most sweeping welfare reform proposal in the nation. 
Ilee.use W-2 eliminates the Aid to Families with Dependen! Children (AFDC) ..fety ne' 
completely, it is essential to c::onducfa comprehensive and objective evaluation. Such an 
evaluation should study the e.ffects on child suppon collections. the chi1d welfare sY51em. 
child povt'rty. health care availability, tbe impact on long term family economic hcahh, 
and the impact on the low wage job markel. among others, 

Thwugh a number of bearings across the state: of Wisconsin, the Legislature's welfare 
reform committees heard testimony from many county welfare directors and others, Tht! 
h!"limony was overwnelming in its criticisms of provjsions of the bill, In fact. of the 
individuals who attended 'he public hearings. 1150 (89.1%) registered or appeared 
a~ainst W-2. 63 (4.9%) for information (largely opposed) and only 78 (6.0%) in faVOT 

(many were repeat appearances by the Department of Health and Social Services). 

In particular. county executives and administrators from the !arge~t 26 countie$i feared 
they WQuld become the can:takers for children who feU through the non-existent W,,2 
l'afety net. Funding for these new caretaking responsibilities would. of course, come from 
the already beleaguered property tax. 

In fact, the recently adopted state Republican platform calls for "private soCia! service 
agcllcies. churehes and other civic organizations to commit to' the development of 
I'csidential care facilities. with state as:o.istancc. for the children of today's welfare 
recipients who are not being provided with the proper nUlritton, education. or re~pect for 
Ihe law." This gives the appearance that the WiM:onsin Republican Party is cailing for 
state run orph8Jlag~ to care for the child casualties of W~2. ' 
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The W-2 waiver evaluation proposal is limited to a financial and performance i.1udit and 1:,\ 
,'\evereiy inadequate. We urge you to requite the state to contract for an evaluation with 
;m objective Ol.ltsidc evaluation finn wong the lines proposed in the attached oUlline for a 
W-2 evaluation prep.....d by the Institute for Research on Poverty here.l lhe University of 
Wisconsin. Such an evaluation must be conducted by a competent, outside evaluator. not 
hy some in-house person with vested interests or hired gun. Because negative evaluations 
of rhe Wisconsin welfare reforms, such. as Leamfare. have been dismissed by Wisconsin 
pOlitical leaders. we can on you to insure that W-2 is adequately evaluated, 

With all be~t wishes. 

Sin<;erely. 

( ~(J~JL"4 '#!;/btrN 
KIMBERLY J!tACHE 
State Senator 

K!!::::::~ 
State Representative Slate R resen 

BARBARA NOTESTEIN 
State Representative State Representative 

Enclosures 

I.':C: Senator Russell Feingold 

Sen.lor Herbert Kohl 

Congrelisman Thomas Bmelt 

Congres~man Gerald Klec:z.ka 

Congressman David Obey 

Mary 10 Bane. Dept. Of health and Human Services 

Howard Rolston, Administrator for Children and Families 
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State'admits error ·on 
Officials will seek to . 

modify W·2 provision on 
displacing' workers " 

By JOEL 'D",li.SM~G ; 

of the lo'!NHd SC'r\,tiTWl stOlfi 


Stat~ 'offi.~jals, admitting they 
made a mistake i{la petitiof! for.· 
fed-eral wl'!'Jfare waivers, ·s.,id. 
.Tuesday that they 'w()u~~ a$k to . 
modify" request that. would 

. 	have l~t state ~e1i.H·e recipients 
displat:e existir:g worhrs in 
,,"orne CASC$, 

~~, ,st~~e $til~ ~~nt$ :feder.Jl , 

permission to Jet partidp.lnts in 
Wisconsin Works (W~2) fill esw 

" 

tablished vacandes. But it is 
wlthd-rawing.rcqucstll to allow 

. (or pilfliatly displacing current 
workers. impairing exi~ling, C?n.~ " 
tracts or collective bargal.mng 
'agl~cments and.'i~fringi!,~ ~n. 
the promotiort",l apport,unltIes 

·of current workorr;. \ . 
"Somebody inildvt'TI;:ntly in~ 

dud~d all the provisions ins~.d 
';)( (jubt) (he one provision.we 
were asking for,'" s"id John M"t~' 
thews, chief of st,;i(f to Gov. 
TQmmy Thompson, He. WM re-: 

,ferring to the request to let W~2 
participants fin e5tabns:.h~d va~, 

'c.;mdcs. u ,', :" • 

, ,News ~f the g1it~ti :ruesday 
fueled contentinns that fedeul 
rcgulatrirS"~ and the publjc ...:-,' 
rret:!d to scru1iniif' Iht! s.Wffpin~f.
.c:h;angc,$ 'sought through W~2., 
,'which would replace Aid' 'to' 

.Families with Depend.'cnt 'Chil~ . 
dnm in Wisconsin b,eginning,'
late n~t ~.ar. . ,,', ,....:. '., 

"We'nf ueing whiat'the ~ffi~:: 
cldtles are of rubbeT~'tllmping':, 

, 	 , .. ' 
';" '. .' i 

i·" . •.. .' . " .," I
...,·. -,. 

!~31Ver req\le~t.; 

thi~' 'dOCument;;'; $.;lid u.s: 'Rep." 
Tom·Barrett tD-Wis,), who tried. 
I!, Y;l-\~ last week to stop Repub~ . 
heans n"l the House of Repre~w' . 
tatives from pa"lng Jegislation" 
that would grarrt the W-2 waiv· 
e'rJ 'without fe:det;1fl rMew. The' 
musure' is pending in the Sen
ate. , ' 
,W~2 has become II prcs.iden~ 

Hal campaign Issue. wi-th Re~ 
publicaM chaUenging President' 
Clinton to quickly and com~ 
plelety appTo'vC the. plan de~ 
vi,lea by Thompson. By bw, the 
U.S. Department of He-alth and 

. Hum~.n S~tvi(',e, may riot gran! 
.w..j~rs before .. 3O-~y public 

;coinme~t period,. wh~<:h bes.~ 

MOl1d..y fot the "Y-Z nqucsL ' 


. '. Stille Rep: John Card (R~ 

Pcs~tigo), chairman of tht As,;; 

sembly Welfare Refonit Corn-' 

~itlee. 'said Tuei>day thaf.th~ 

who. w,auld use the mistaken' 

\\.'a:iver ~eque$t fo hold up .action. 

on W~2 "an.: interesled in CTe.t~' 


,inS mischief.~ .' . , . , . 

....H~s cmbarr.ass]flg." Card 

"sald of the w<?iver mistake. "It's 
not 5)gnlficant t':no.ugh to deLty , 
~nythfng.. unl.es5 people ue in·" 

, tcrested in way's of der!lUing ,I 
W-2,,,":,' " " " 

i . ,Pitm~'I!'W~2~3 , 

http:provision.we
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.. . . NO, I . , 

'*. W-2iError,erompts.,?J> 

state to modifr reque~t;: 

" I""'" ,'. . , , 
, ' (',om'Flt! 1 . , :.....:...,.... 

.. ~ "Milti~c~s: stf~'~ic'd '~h~I' the 
.Thompson administration ~t!ver 
had a.tly i!ltcntiori of letting W-2 
~.uticipants,take jobs'or ~O!,.irs 
frem ~liting worXcr.>. Tht: .mi!l7 

'taken' «'qul!st' fer displacement
provisions ,occur~e~ only in,~ 
6uppotlihg donm~ent, Mat
thews said. and not in the n.ma~ 
five fOJ the waivers. ;." . , " '. ~ 
, ; " "'There prob<fbly should ha'l(!' 
been more pr(>OfT~ading." s",i4 
Rep. John Dobyns (R~Fond du 

.L!lc~ w~o·.: ~ought f?t )a¥r pto:: 
tections in W~2 and was SUf* . 

prised t!' learn MO(l~AY o( the' 
t:rrant waiver requl!:~b( 

Sarrett said he doubted 
Thompson's intent.' '.. . , 
. "I would be more receplive'to 
the idu that it was a mistake if 
it waS an act of omission." Bar
rett· j;aid. «1 don't se~ any ttY!-. 
denct' that it was a mistake." . . 

HQw~\ler; .. former welfare 
official who worked on waiv~r 
requests for New Ji-noey -Mid the, 
administration's e"planatinn 
madesense" .. , . ,.,;',::. 

'''fcould se'~ a mistawl! of th;1l 
50rt being fT!.ade v~ry easily_" 
said Michael LUlley. who hoW 
follOW5 welfare tt:'lorm pbn~ lor 
the Annif! E, Casey Foundation, 
.. Baltim-or~ philOinthrop)' for 
disadv,lnwsed children, . 

-"-,'ve bve-n theNt. I've had that 
. 'p!oblem:' t.a~~cy' said" :ypi~al:

1y_ he ,said. .. Tow· ct rrud-l~cI 
ted-mocrat tnillies an allsump~ 
tion ~bout polk)' and indudtoA it 

, ',;. 

./) 

, ,". , 

"in' th~' wo1iver r~q~esJ "withOut ; 
dearing it with administrators 

'higherup<>.-·' ':-'-" ~,::" 
, \ t'ln .- p,':!'d:.age that big. tkilt . 
they'had to rush 5o,they co~l~, 
cram it down Clinton's throat, It 
-proba_bly just f!:eYet r~eivc~ ad
equate review," LAraey ~.ald of 
the.W-2 rttquc.st.,' . • . 
" The re-qUe:sf" totaling mote 

than 400 pages. &e~ks 88 waivers 
from federal, laws that would, 
prohibit pach;- of W<~ froTt,:! ~~
Ing effect. Th~mps()n himself 
~div~red t;he pad;age to W,a.s~. 
ingtotl. May 29, days befOtC hl$ 
aiJministr,1tio" had previllusly 
t'''peeted to have the d~umen~ 
ready., , . , 

Matthews :.tood by the w~iV~ 
'('f request ilS prc!ient(>d. 

, "We' don" anticipllt('. thet,e 
,ue any other inconsistencies:.« 
he JIi,)id. 

http:rttquc.st
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More glitches found in W-2 waivers 

~ - -~- ., ~ .By "'ma Y:llenoer 
til fu C_pM.o( J"Utoti 

tIl A nonpartisan l.egis!atlve agenc), has 
t::'nund more problems with Guv, TOl'nlll)' 
jf'hompstm'.'J request to exempt his V,'"I$CQn
o:m Works welfare reform plan from fedenl 
IJ,.,fqui.rements. 
:j 	In a six·page memo da(~1 June 11, (he 

:egisluUve Council f<lund the Thompson ,.d· 
ninistradQt;'s federal Wa\\'t!f request \.-<I(ies 
m at 1"3St nine po~('t~ from the wCU'<l!C plan 
~assed by the Legislature and signed by the . 
:m-emor a ~ e~ght ~r thooe nine ~ases¥ the lId~nl:... ·· 

NratlOt'l s ~~r ~roposal IS more re'>lr'icri\'c 
n han the ongmal ,V·',!. Jaw, 

dl<;oo. "Each point has to be scrutinized 
very carefully. How many mistakell are 
there? Nobody knoW3:' 

&irlit'r Ulls weclt:, U.s. Sen. lhlSs Fein~ 
gold, {)'Middleb:m. caDed on the Thompson 
administt"dtion to "$crub" its waivi!r re· 
quests and SIrnpl1 submlt the law as It wag 
enarted. 

But Jean Rogers, admhlisttator of the 
slite Division iJ( E:oonomi<: Support, dts· 
missed the memo as "o.ven.enous lWr·split· 
ling. It atuounu tG nothing. Zero. Zl.Jch. The 
wniver is in complian:cc with leg:slative In
tenL" 

The l.egislative ~mdl identified the rut. 
lowing areas in which the waiver I~ va
tiES !'rom the W-2 Law as it was enacted. 

~ On tht!. remaining point, the walver te- :, According to the ('ouncll, the WalVf!l" re
. illest would give- more btmelits (0 W·!! Ilar-, 

3idllanl.~ who violaie Slate rule'! th3l\ the .. 

<D)riginallawintt'nded, 

~ '!'he latest disdosnres touched off more 

.... ~.ills for the CIl;nton administration to s,!ow, 

~ts cMSidE'I1ltion of rlu! W'aiWT request.. 

;: "Il', very confusing "'hat t.hey'n! 3Sking 

o:or," said rotate Rep. Rebeeea Ymmg, [}·Ma· 

"
" '" 
~ 
~ 

" '-r .•c, 

o 

'

quest.'iI would: 
• Allow W.2 p:u1.iciJl~ who Imrl vin. 

lated program rules thn!:e times lu continue 
ttteWing health care and child care bene· 
fits. 

nle \V-2 law ealls for alllx.-nefit .. - in
eluding job placements, health care l:U'Id 
child care: - to be cut off if there are three 

rule viOlations, irtduding mud or failure to 
participatE! in W-2 wodc programs. 

• )Jlnw the state to withhold payments 
for both health care and t:lrlld care from 
W·2, worbfs' checks. 

The W2 law allows the state to witbhold 
health· care Jlrem:h.um from pay~:ks. hut 
does not addres.s the child care costs, 

• Allow the state to base i1s ntes (01" 
child C(U'c cc·paymenu on the cost or care 
plus income and family size. 

'the W·,2 law requires participants 10 pay 
only a peret!ntag.e of the cost of care, that is 
not. dlrectly m!atEd to income and fuln\I)' 
5~. 

.U:m.it .acc:es.!1 to W·2 jobs counseling 
and other programs to pregnant teen" who 
live with their parents. 

The COUl\CU said the detalled waiver re· 
quests "iMitate tJ\at only teen parents W\IO 

live: at home, presumably with. their parenLs. 
will be eligibie for W·2 ben.e.fits, such as 
:services of the financial and err.ployment 
planners. " 

The council memo said other parts or the 
waiver appear to contradict this provision 

by i.'ldlcat~ that an minor pannls, reg:!lJ"d.. 
1~$S uf mcome, assets or lMng Ml"lU1,gt

rneJlts. will nave access to the plarurl.ng 
SCrt;'(6, 

Meanwhile, the COUJ'ltil said the W-2 law 
"does notlimit attes& to a financial and em

, ployment plaru~er 10 mloor parent.'> living 
with thPir parent'!:." and In fact allows teens 
to get fm:mciaJ and job counseling regtlrd. 
less of their incop1e or their parents' tn· 
rome_ 

TI\e flliieral '\'niv(!'tS :are needed beca~ 
the federal govemme:nt pays 60 percent of 
the costs of Aid 10 fv.mllies \'I,ith Dependent 
Cruidre:n, the welfare program W·2 is 11\
tended to rep1~. . 

CIinton bas said he supports the W·2 
plan "in concept," but administration (1m·
cia1s have sakl pnwiotlS disdflsures of er
rors in WIsconsin's n!q~st may slow the 
appro;ral process. 

'I'h€: Thompson administration has u.c. 
knOwledged se'\>'eral mistakes in the waiver 
npplicatian, including a provision tha,t 
would haw allowed W-2 WQrk program par~ 
Ik;paldS t{) tam JOM a\l.'ay from other \\-'Ork: 
m, 

-0 
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Lack of guarantees may derail W ..2 

as it goes through federal review 


St Jom. DllJ'I~AN:: 
I,{ fht :,,,,",,,,1 s..,otil"ll:llOhtr 

'" '" 

A Indo;: 01 guatanUCl it! Gov, 
lommy Thomp!>M"' WlUOl\JU\ 
Worh (W-2) plan might be the 
m;}ln nbsblde to President CIin· 
mn'g IIpprov"l ..f the work
b,uo:d w,df:ue everhaul. .ome 
an;llYIi"t.s predkr, 

EBpedally <:rud.t may b. the 
bd.;, of guarlllltel:ld hl!alth cu. 
fill chil-dr(:n, eVen in f.mUtes 
who are Illlglble krI; W~2 llAd 
(omply l;,.'ith all th. rule'S, 

D~lip;tt: pa;\t lfUll,tel\cc tmm 
tho; WhIle HQU$. that m~dieal 
coverage &I\i)uld be a.HUf~ lor 
all p~¢r childn:!n .n.ltlonwide. 
tho:- W-2 wntwrr apyllJ:'1tian be:
ing n:vivwed by tho U,S. D<:w 
partmf,lnl of H't'alth and Hum.n 
Sllrvi<:es contains tlo bl.. nket 
g"Uilf1Inlnvll. 

"'If lIpproved aA proposed, the 
,",illver would give Wj,(Otlsin 
b(o.'ld authority to deny, d.tIlliy 
or (eitT!;:! euvetage in virt'u,idly 
.;ny w.:y it lJilW fit if buds~t or 
politiC ... ptl!.U:Ur?3 cventuillly 
push in th..t dice-dien,." ..id 
t:irtoy M'nn, IJ h'''''Y''f and 
}JeiJ!th Clre IJP4::ci<lUst ler the' lib_ 
eral CI'r"ltlllr on Budget and Pub
lic r.... ucy Priorities, in Wuhlng
ton, 

Thompson is seeking ClIn_ 
,tOI"l',; pt:rnUulWt to w6i.ve dOl:<
1!ns of fedct"l'l! rules so lh.tt WM2 
could htslrt l;\t~ n~ ),cal. Bal
lyhooed illS a model for other 
s(,lil>J" W.2. h dl't.;iled in • 422. 
pas....,lvl'( application Ihat 
Thompson dl!llv~red to Wuh· 
ingt<Jn M.3y 2.?, 

A$ prop(),"~d, W·z would 'I'll· 
p;!l"Id gnvl1tnment aurdk:.1 cov· 
cr.. ~ bl;yund wdfilfe ndpl"nll:. 
to low,ihcumll ..,orlcil"lS umlti..1, 
InHinl ~t1Jj\!(tioroll by· ·tnt: 
Thomp,~(!n .dmittistratlon ",ti~ 
mAt.d IMt 2.000 more Wi$c<1l\
"Ill t<!3id"nltl would l:>t: wuted 

under W-;l thl.t\ umin Medic
aid. altntlugh O:~n adminl,tr:t_ 
UWII admit tn. nu",~rs 1\N: Wy, 
But none of Ih~ cart i$. gu""f'\~ ; 
teed. 

A d<'!kfiption h, th. "VlIIjvt:~ 
llUi\l~t .stites: "'Undl!~ W-'L :J.p_ 
pllcant5 .;Ite t\ot gU-lUante!!d 
pl.cem-:nt in il W~2 o!mp!(>y~ 
ment pCl51tion -\lind a lub".,qUflrtt 
cha<:k nor at_ they g\laflll\tu.:d·, 
eUglbility lbr the W·2 H<:-.tth 
l"tln (If W·2 Child ell-f..... 

Kevin Pipu, adrninLstn.tor of 
ihlt Wis(o)l$il"l Olvj,ion of 
Hnlth, )hlid such langullst 
,hows that W-2 Intend,: t ... end 
the. noHon tho'll ~yont i~ ~l'"ItI~ 
tl.d tu b.I'!.~6.hr;, 

"It'$ our effort to 5~n4 a d(!d

lol.... Illsnal that the age of wel~ 
fnt' I, j'jv<1:r,'" ~rer uld. 

RlI!c!! ....t ~.\'tl!Qpm~~t$ hAve 
c....n.d "ttentiOn to W~2', ltd: Of 
gIliM"1i1\t_u: 

• At a ncws con&u-llCe liut 
wl!"ek in Wad.ington. Flitnillu 
USA. 1II haalth car~ COiUumn-s 
grouf' dtlJ\ouncoed W ..2 u "'. 
Moedl:caid mlndield"" ht::c.u&c It 
ends gu...nt••d cov..r~R" for 
poor chil~ren. requlR-5 ltll par
tidpilnts to pay prc:mJums ;\f'\d 
dlveru $18 million in f¢d~f... 
Med..iraid fund. to oth9r, non
lTWdial ~ltne progr3tnJ1. 

• Republicap h:"Idoenhip in 
COtIgk!$ has llugguted that it 
ml,ht !\plit of( (lil:O.ral weU.ll't 
niorm from 1.Sblldion that 
wa-uld convert Medicaid pl.y
mente to block gf"fI~ [or ,Uttc:s, 

• The Clinton I:\dmini"tra~ 
firm hall repellt.d It, lItand on 
guaranteed nilltlth Ottte for chil, 
(tnn, 

1 

Welfare overhaul incJudes h~alth benefits 
~ requiring welfare recipi$;lS to 'M.:II'k fOJ' their benefits. the ~ 

Work'>lW-2) pI~tI WOlIId ~dt hWth (8f~ insurance to!uw-i~ fami5et 

, What pllQple would Pll)/':' 

I • Mahtnty ~mrLlm frH S1.o1r~r!Q.I $20!or 161n1!~W1Ul ~~up to 1~9% of ti~ 
: ?O"tity Iev~, i....:r,/oliHg by $3 f(.or 1;\\(ljpetlJ!r>t.."l\l( poinl i~CR!~U! Ilbovt 159'110. 
, up to S!~~ ~I tho": 200~ (l.jlc/f, : . 

• rartKipwtb I" \'14 ~ !""i"IIll".I'1'o'01Jd ~ p1un.\>lTI) d";O?l:I,d .~I""'oIIt't:Illly 
1/MIli'wW3Qej 17 9t.vr", 

, • OdIetWl"Qld1G1"f~ttm WOii'.dbo!~fOl MlilT!Ol\!hln~U"oty
i (!Qnotprftht~ 

'"M.:dkald lIecm~ likely tQ be i 
.t m ..jor /lUrking point betnw<: ~ 
t111~ rre:lldeflt "'$ emphasized I 
the impt.rrto'lnce of the guan'n
tee,.''' Silid Mark Cr«nixlrg. whp 
foUowll .....If.TC initiaUvol:$ for 
the llber.l C.tntf!t for Lu... and 
Soci:.l Policy, in WuhipgtDn.. 

In II May HI national radio 
laddre» praising W·2.. Clintc... 
(h:ua:=tcril:lld the pb,n a~ in_ 
duding: .."urancu thllt .TU not 
ther~ in fine print. Th~ White 
Hou,e ~in(t: ha)l ""id CHown 
made hiJ. rll'l1\.uK! ""'lid en !lin 
~arly oudiQ.1I' nf w.2. 

Eurulies USA conl.,.,d«i that 
qnder f~d.tfai [;tW, even Gutfl'll I 
uperatin. p:tfllgrama IUldl't :i 

waive{ nnlst (:ontinul' I", (OVer 

(o::rtain childt~n l:I1\d prll'grvont . 
WQmo:-n u provided by Mo:dk... : 
;aid. ' 

Diloe<luflting f'lImitilfli USA's' 
rhlltoric ::I, eOl'f'ling from (h~ 
"'W1:Unr: indl.l.itry. '" PijX:t jm'l~l
«I thM W~2 WO\Ild pro<.-ld. "x
&CUy whd F'lmiliH USA ft43 lld
v<>cat..&! health e.lftJ for mon:: 
f;unUin. 

"'In gol:r.g to h.)p eNure that 
lhur:- n"!wly rellpoQ.(lib)e mom& 
and In.!r nusbllrld,. If Iht:y have 
th~m, "nil th.ir chlldr"f) will 
h:we OIC""." 10 • comprelu::fI~i"" 
pOIci:agl' of ht:lIlth c~rf!'," Piper
nid., 

WLtc(lMin hu fully f1,Ond"d 
tht: bendbl offered in W~2. Plp~ . 
<lr .:lid. TIUt state Wi)uld flot 
ab4,ndon needy ruide:r.ts. and 
group" ctamating fqr gu.,an- I 

h!CIl .n. PllfP*tuating :.! system 
in which redpi<:nts art': entitled 
to Ih~ btge&1< r:.! blq>ay<!u. 

"'They'Nt 60" Wedded 10 the 
uld system th~y eiIIn't opt!n up 
thdr If)'ttl ro ,ee that the old ~y$_ 
t'l:m i" 4ta'd,." J1per lla.ld. ~n,.,: I 
bI)(pa~" WlHt·t pvt up with it 
anym<lU':""" 
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1"1 kitE ( If,I/tJ£,"bS.MEMORANDUM FOR THE CHIEF OF STAFF 

FROM: Bruce Reed 
Ken Apfel 

SUBJECf: Maim: Issues == Wisconsin Waiver 

Here is a brief sununary of issues the White House needs to resolve in the next few 
days so that the President can announce the Wisconsin waiver next wcck, 

I. Overview 

On May 29. Gov, Thompson delivered a 400-page request for specific waivers of 69 
AFDC, 18 Medicaid, and 5 Food Stamp provisions. HHS sees no problem with at least 54 of 
the 69 welfare provisions and 7 of the 18 Medicaid pro,"isions. USDA has more limited 
v.raiver authority (it cannot allow changes that would make any families worse off), but most 
of the waivers can be worked OllL 

The earliest the waiver can he approved without legal challenge is July 11, which 
marks the end of 30-day period for public comment. Dole stopped in Wisconsin last week to 
attack the Administration for not getting the waiver done yet. Last month, the House 
overwhelmingly passed a bill to deem the entire Wisconsin waiver approved~ but the Senate is 
less likely to move lhat legislation -- unless we slir it up again by turning dov.'!l too much, 

II. Major Policy Issues 

There are two schools of thought on how to approach the major remaining policy and 
legal issues in the Wisconsin pian. One approach) advocated by fiBS, is to treat Wisconsin 
as another waIver request, and try to hold the line on a handful of issues -- time limits, 
residency requirements, efc, -- that HHS has denied states in the past. The other approach 
would be to treat Wisconsin as the political equivalent of another welfare reform bill, and 
judge its elements based on what we are willing to accept or reject in national legislation 
from Congress, The first approach would deny Wisconsin some provisions even though states 
could do them under the Brcaux-Chafee welfare bill we support. The second approach 
would take the same position on Wisconsin that we have staked out in the national debate: 
yes to a work-based welfare block grant l no to a Medicaid block grant. 

1 



t. Medl.ald: On Medicaid, the state will get very little of what it asked for. 
Although the health plan was designed to expand coverage up to 165% of poverty by placing 
welfare recipients in managed care .. we will have to reject the basic framework l which is a 
block grant that ends the Medicaid guarantee. HCFA is also firmly opposed to allowing 
premiums of $20 a month and forcing recipients to accept insurance from their employer if it 
is available. However. we can grant a pending Medicaid 1915(b) waiver that will place 
welfare recipients in managed care and use the savings to expand co"·crage. and pledge to 
keep working with the state to approve as much of the W-2 waiver as we can while 
preserving the guarantee. As always, budget neutrality wlll be a problem. The Medicaid 
provisions are the primary reason we need to keep Congress from passing legisJation to deem 
the waiver approved, because such a bill would be their current reconciliation package in 
miniature -- generally acceptable welfare reform linked to unacceptable Medicaid. 

2. Time Limits: The Wisconsin plan includes a 5-year lifetime limit, like our bill 
and aU the major congreSSional plans. The issue for the waiver is whether to impose tenus 
on who should get extensions to the time limit. Wisconsin wants to leave that decision to the 
discretion of the caseworker. In other states, HHS has always forced states to accept 
mandatory extensions for anyone who reaches the lime limit and can't find a job. The One 
exception is the two-county waiver we granted Wisconsin in 1993, which essentially left that 
decision to the stale. 

We have two realistic options: 1) allow the state to jmplement the exact tenns 
statewide that we granted in 1993; or 2) let the state develop its own terms. Under the first 
option, Thompson could only complain a little, since he has bragged in the past that his two
county waiver was the toughest in the country, Under the second optiont the state could do 
what it will be able to do anyway if welfare reform becomes law. As a practical matter, 
Wisconsin will probably implement the same Tules whichever option we choose. (Mary Jo 
Bane favors a third option, to "clarify" the 1993 terms along the lines of what HHS has 
demanded from other states -- but others at HHS consider [his a non~star1erl since it would 
enrage Thompson without enabling us to say he had agreed to the same tcrms once before.) , 

3. Entitlement: The toughest issue in the entire waiver is how best to make sure Ihat 
recipients get jobs and child care, without handing Thompson the chance to claim we vetoed 
his waiver by insisting upon an individual entitlement. which we have not done in the 
congressional debate, The intent of the Wisconsin plan is to provide enough work and child 
care to go around, and to use some savings from caseload reduction toward that purposc, but 
like Breaux-Chafcc and other congressional refonn bills. there is no explicit guarantee. 
Indeed$ the Wisconsin statute specifically denies Ibat any individual is entitled to such 
benefits. 

The Wisconsin legislature enacted a specific non-entitlement provision, for two 
reasons: 1) the major national welfare refonn bills end the entitlement; and 2) the state 
wanted to avoid the due-pcQCess constraints of Goldberg v. Kelly) a 1970 Supreme Court case 
which requires states to grant a recipient notice and an evidentiary hearing (including the 
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opportunity to submit evidencc, cross-examine opposing \\'itncsses. and retain a lawyer) 

, before terminating any benefits to which the recipient has a statutory entitlement. Wisconsin 
is willing to provide certain post-termination opportunities for review, but argues that 
requiring a fuU evidentiary, hearing before terminating benefits would make it easier for 
recipients to get around work requircmcms, and would keep the system looking more like a 
welfare program than the real worJd of work. 

There is no having it both ways on this question: any outright guarantee will maintain 
the individual entitlement and the consequent due process safeguards. even if we cal! it an 
assurance or something else., HHS would like to do just that, and impose due process 
procedures that go much further than the state proposed. That would have .the advantage of 
protecting recipients if the state runs out of money. On the other hand, it might prompt 
Thompson to reject the tenus of the waiver, claim that we had vetoed welfare reform a third 
time in order to preserve the current system, and lobby Congress to pass a fult Wisconsin 
waiver. 

A second approach would be 10 go along with the request to waive the entitlem~nt, 
but require the state to "make best efforts to' ensure that those eHgible receive services and 
benefits." Holding Wisconsin 10 a "best effo,rls" standard would make it easier for courts and 
the Administration to review the waiver if Wisconsin fails to provide jobs~ and probably 
would not be interpreted as an individual entitlement. Recipients would get the notice and 
review proposed by the state, but could not go to court and demand a full evidentiary hearing 
prior to any sanction. We can make clear that if the state fails to meet this best efforts 
standard, we have the authority to revoke its waiver. 

A third approach would be to simply give Wisconsin what it wants, by waiving the 
entitlement without imposing a bcst-efforts standard. That would quiet Thompson, but alann 
advocates (who will be upset no matter what we do). 

III. Legal Issue. 

On two of labor's main concerns (worker displacement and the minimum wage), we 
lack the legal authority to grant exactly what the state wanted. The provision that requires 
'workfare participants to be placed in neW (not existing) job vacancies is in a section of the 
Social Security Act that cannot be waived under current law. But every major welfare bill 
would remove that provislon f so Wisconsin will be free to do what It wants once wcifare 
rcfonn becomes law. On the minimum wage, we can essentially grant the state's request to 
pay participants the minimum wage for 30 hours a week of work but not additional hOllrs of 
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education and training. But tbe state will have to reduce hours or raise benefits once an 
increase in the minimum wage goes into effect. 
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CityFAX COVER SHEET 
July 5, 1996 of ~ 

Milwaukee 
TO: 	 Bruce Reed 

Domestic Policy Advisor to the President 

FROM: 	Orson C. Porter 
Office of Mayor John O. Norquist 

THE FOLLOWING FAX TRANSMISSION CONTAINS 4 PAGES 
INCLUDING THIS COVER SHEET. 

IF THERE IS ANY PROBLEM RECEIVING THIS 
TRANSMISSION, CONTACT (414) 286·2200. 

MESSAGE: Today's front page Story. Someone should respond to the 
Archbishop. The Governor arrogantly states "We're proud to 
disagree," this is an excellent opportunity to do some outreach. 
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\ Archbishop makes plea for children 
BY FIlANa. A. At1JI.ORlJI . 
of the ,~ ktdfnd.wf 

WuhiJI&Um - w.",lng.r 

1" Th~. prognm.. called Wi"';:' 
" ('(Jnsin Works. Ol' W~1; was 

developed by- Cov. Tocnmy 
Thompson .nd J,pprovC!d by 
the .- Legisla.......Thomp· 
son bu.sUd the omlon .. d· 

'. :r.grdy loT !he pao>I' and • 
tt'lOtal blemish .on the. ~.vth·8 
mosl affluent" ,od~~· Milw 
....1... Alchbisbop 11...-· 
W~"kland:w:gc:d. Praident., 

. CUnton .ind Congret. in an 
_ Thwoday iomject Wi.. 
~omin'9 welfare mform P'O"' 
SA"'-

d'Uttistration to ..ppmR waiv
ers from current feder.u law 

,."'" wowd aU_!he pn>graIP 
togofol'Ward. \ '. ,-

A ~., period "for publk 
comment on th@ waivtr n:~ 
quests end, M~ Wednesday. 

and Clinlon·s chief of sta.tf, " Jon3tta"d~· 
Leon Panetta.. has promised a 
finaJ dttision within .. fcw 
days after that. WiKonsm 
weUaA' offidab !Say more 
Jime ""y .. to ironn_ 
out dflaW;, 

Clinton endorsed W-l in a 
May18ndiobruadr15t. 

Weakland. .who I'«t'"tly 
mded a six~month ablJatiGal. 
made his ilPpe.al in an opin-
100 arlid. Ift-' llu,lrsday', 

.WUhtngtonc
'PiJst.;' W-2 
-: amounts kia-~ 

repeal 0(..,·-

;"1 commit~ 
ment by_ 
American· 
sodety to 
Caft for the 
poor. upew W leland• 

dally chi!- ~.(:..
dre:n. hr d\atgtd.. /. ':~""" -, • 

W~a.Uutd h., ;writtnl and, 
'poken _ about "'!We. 
Short'y be""_ boginnlng his 
.abbatial. WIMkland issued .. 

... 
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nd urges Congress to reject plan· 

Itt!' system wu in· nHd of 
, relon:nt(. and had ofh:.rrd 
"'ctive~!f. 

.ple of good will, h • ... 
rgue over th£ ~ to mod~ 
FDC SO it better sa"Va its 
~se. 

ut 'tis patmtty unjust toT a 
ty itS ,a.f:£hunt as oun. ·to 
'y that (IOvena.nt" ne ~ .. 
, approved.. "'the W1$COD.'Iid 
ts pmgram dOC'$ just that. 
:nabUng statute for ~W~l 
ow specifi¢ly st.ltrs no 
., .entitled to W-2 ~ 
(1-) who are di~ble '" 
Ie: theul. .. , 

" .... tiling 10 a.."t!l' the 
of the we1fafe ~. It 1$ 
another thing to say, "Ew.n 

l pby by the new rules. SOw 

wID not heJp you! Th.i:!o b 
veLfalW' rrimn but w~lfue.." 
ot·Monlly Justifiable' 

um OJ ma;sage,. Wakland 
t. "'may be poUtkaUy ..t 
ve in this; e"e~on ycar; it is 

nOlmoralty just.ifiable.w, 

He said aitia of the weIlare 
sysU!:m aUr:ged taut pl.lblic assi.&
I:illnt:e Und~e:d personal re
sponsibiliry. ,He &aid that was a 
~. 

""In the fiIst place." It.!!:wmte~ 
"'the childrftt of the- poor did not 
chooBe' their' familws.. We 
shoYld -not affli.d theft ch.1dun 
with bunger in Ofdec' to In.fu9r 
their partllts with 'virtue.... 

. WeakLln""" Mid rus experi~ 
ena: in d.ev:~opin& a putoral 
letter to.. the 0,5. bishopS on 
e.conomic injustice had im
pressed on h.iJn the truth that 

--poor familiu 'Yere especUlly 
yulnerabt~ 10 rcOlWmic down
Iam1IIri_dby national and' 

o intei'N.tional ewnts. ,-
Momwef, he'said that even 

prosperoufl stab:'s lib Wisc:on~ 
$Ln,. with !:blow unemployment. 
couJd .not ~$UR that ~ne 
who wanted to woric could earn 
III wage fo $UPpoJt III lam.ily. 

"'So l'1ng as thlJ is the case.... 
he wmte# '"''it if unwislJ and. un~ 
jwt for the feckral govetnment 

to oiIIbatldon IU (()1tImltment to 
the poor. Out rovenant ~th 
nl!f:dy dwdl'at must I'1lDUtin the 
r~sponsibility, 01 the entire 
American !amiIy.• 

Wealdaru! yjd .... !""'id'" 
...d C<mgtes>.ne<ded to __ 

,""" tlW !hey -.ld no. "'J"!aI 
the US'W'aJlce of publk ~. 
t:.u'I.«, for the poor in W~
without havlng ~ be(.'Qflle"

'_ national poficy_ 
. , 

.Ona!:'.s~ OJ repe~ u. pant-
eel to a ~g1e slate," he wrom. 
"atber!l wiII_~ 1iI:aule. 
The: poor wW)ose.thtili A.fety 
net by degreo as surely ~, if 
Con_ and the ~ ..... 
peaJedJ~aOat ~~... .: .. :: 

We~'{N.id'he'wu.Id ..p-" 
. .' . 

P~ ,th. bur~ of- dif&cutt 
dtOI~'U:'I an cltdion year. But 
he'Soltd the .hort-tenn politica.l 
o~ook,$hO\lfd not dOUG moral 
Yl$lOI'\. 

...Ammca'ii 6O-yew ~ 
with its pont' dUldn!n amfthtJft 
who nurture ~ mast l'nWtt 
unbwbm.... he" wrotE. 
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Thoinpsonaide~criticizes; ~ 


archbishop's welfare stance ~ 

'We're proud,to disagree,' 

K"ane responds· 

Bv MEG 1ONE.S 

01 tlvJtI1UIUI Sentirtd :fif.Jl 


Sh I ...· . .....
• Mpi Y' tll53gr~emg ,:,",llt 

MilwoiIIukee Auhbtshop. Rem
bert Weakland's WashinRion 
Post opinion article- against W.z. 
• spokesman fo:r Gov. Tommy 
Thomp_ ""I"'nded Th.....uy
by saying: -the a.rcltbimhop had 
ne:vu ptOPOSM anything: to 

.help poor people gd oll...,.u...,. 
,-" "'!hey'have not offered any
'. thing alnstwctive. 'J'My talk 

One way but. thry don"f want h:l 
do the ..ctio" that's' MC!ded, If 

Kevin KurtlP said in. a phone tn~ 
ttrView, 

keane. the govemor's pff$$ 
St'CRtary. also poi.nted out that 
he Mid l"l\oG'ps.on W!: C.athoJtc. 

Keanr said the "ystem pro
~ by 1'hoa:tpson was more 
mmpDSion.te becauM it h1!lp$ 

hi 
peup4e gd oif~" '.' • ....u tlue archbishop thin.ics if's': 
cmnpassian.ate to haRd'a 'family '" 
a dt:edl:: ante a montti-and then 
w.;alk ..way. it the ardd:iiShop 
thinb iftl mm~lotRp 
"hihken in f.t.mll.ia in g.eoer.. 
ij""" qf de~ncy and P."'"'  I
Iy, then we'.... proud 10 ~ 
with birn.• Kau said.. -.. • 

Keane Hid the gcwmors· 
welfare ndorln$ had ':hdped' 
4I)..(Q) people Sri off p~Ii£ as.
sistance. He also said WlKOftSin; 
had OIlE' of the Iowl!Si: chitd. 'po¥
""l' ......1n the NIticm... - .. 

·So, with .. U due res;e~ to; 
the ilrchb\shop* I thlnko..Cov.~ 
Thomp"'. "".._ataedl-, 
billly '" helping ... ese poor _ 
ple,·Ko.... Mld. 

"'There ue people who·talk 
.lno thue are people who do 
"-8abG.tthe pmblmt..1 
thin.k t.lutt'. tblt dllf~ftn(e we i5 
h... ri8I'I roM bo_.the._ ii? 
men." A 
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\ W-2IWeakla 
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in the Post. "For tnOfe than 60 
yean. OW" society has rew8~ 
ni.:ze4 tb.is: daim with a mvenant 
that t!JtBUte$ a minim.af level of 
assi.!ltan~ for food.;-,c.tothing :and 
SMUn to poor c:hi.ldn!n and" 
tfidr faatilie$. '" . 

...u. 
m.ajo
co"" 
can. '" 
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basi, 

"1l 
sod. 

He said. I1\ilIirtn$ of chlld.nrn InulllJ 
had _.~UCd on th.a:t covrnant 
since- the .1~ and noted that .' 
more than uo.ooo children in 
~ nilied on Aid to fam
illes \!Ath De-pendent Ch~n 
tA.F'[)C). th( wtifilfC' progr.am· 
ttuat would ben!pJaced. by W~2. 

- In raponse. Kevin. Keane. it 

"PO.....,... rv. l1Iompso<\. .ald.. 
.".It's..", diuppointing-u... lb•. 
,leader of Wi.sanu.i.n C.lfholiC9 U 
delendiag • syst!l!!m that hlJrts 
die people di'l' dolm .. want •• 
proted,. that traps the poor in a 
lieul depenolency.· 
-·W~~d·;~-tht"h·e and 
other Catholic blmop' "'who 
grapple with the lU'eds of the 
pao.....gt'ft:G that d\e (Uftcnt 
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~Only 1 in 6 would get child 'care 
..., u!ld~_r, W-2,.·

.. 


By 10 EL DltssANC 

oId\r lounssl5artinef stall 


. > Despite a neU' tripling in 
state funding. onJy about one,in 
six Milwaukee. coUnty 'dUld:ruI 
under the WlSconsin. Works 

.(W-Z) We1fue plan wOUld ..• 
~ ..a child care- subsidy,. ac· 
cording. to University_ of Wi,
amsin-Milwaukee re&EaJdtcm., 

More:than·89,ooo·dwdrfti·U. 
and. younger in- lOw,.incoll'le 
working Wnilies·.coidd.qualifj 
for ~ =mWng to the 
study by. UWM'J Employutenl 
and Training I.ns:tittm.. but.only 
15,(100 subsidies would be niIil-, 
able... Po;ing problems: for the 
plm. whim requiRs individuals, 
to work for welfare bene:fits.· . 

The study is the-:5econd .n a 
week. suggemng: a· dearth-:m 
child care resources.und2t,. W--2.- . 
·the sweeping" reform:c;effort 
scheduled'to lake:·effed late' 
Rpt year: Lasi'week;:~ ~•. 
'n.uy ...,.". by the e.rly:OWd- .. W-2 partitip..... wuuld' be ..... 

.. hood Education and Carelititia. i.nclined ~o use. child care .as 
· 1M: suggested tNt·by next year' thrir <:05ts rise. W·2.: would re
abou.t 8,SOO MiJw.auJr.ee., County 
dWtfnm youngs than ·6.would 
b~withoutchildcare..; .".:. 

-, don't think anybody" an 
make an estimate-'of what the 
at'hW numben will be in the fu. 
tuie, - Yid John Pilwuarat.. eli
I'HtOr of the UWMinstitute. But 
both studie9, he said. dUrly in
d1cale -simply lnadeqwib!:- pro
_-'-' ___ ~___L"~ ____ ,_ .. "L..__ 

quire co-paymentB of .ll fami
. lie,· receiving. child ·care. as&i.8
brice, with the payment tied to· 

·co•• aAd·.income. C.un-ently, 
. more than half the.' families re--. 

ceiving licensed or certi6ed 
child care through Milwaube 

. County have no CD-payments.: 
. 

• Plans 10 upand child care 
~Int.. hv ~0d3hlj,.hinC!.a new ca(e..· 

w 

lsi. report says 
~ 

\\Iial\U WeJfal' 
..'u,.~ rovenge of weJ/3re 
rei.,., in WiScomin and the Nlion. 

.kee County under W·2.. 
"'1 think:0W'3 is ... fairly am-· 

8e~tive'eslimate of 'what the: 
. shortfall will .be.- Pawa.u.rat 
- saiel" 

Among .the:'~· s~~d~S"
'6ndinss' .'. 

it Of $80 million .noui:d-bY, 
W-l for child care .ubs:idia in. 
Milwaukee County next· year,. 
sn millinn would Caver 12.795. 
children aheady using child. 
'rae, indudiag 4..122 chi1dNn. al-· 
'ready on a waiting ~Th~ 
million would be. a boost bin· 
$27 inillion 1hi3. year' In' .subsi

: din;.. . 

..:';. . .... . . 
,...• Based on cunent·experi· 

,: Cnce with· dtiJd ~.,subsidIes. 

,. gory Of IDW~st, l~regWared 
·provisional- caregivers. could ~ 
fail,. in:',,", because c:hUd care 
.atrudy is considered 10w-PilY'il 
in& Anather factOr is tIW u:Q.MJ". 

." 

W-7" pnmden.wuuld have the· J;l 
.added btttden of coUecting co
paymenb. One-third of the • 

~county's active· certified child '" 
.. care·providers reaiw public U- ~ 
·sistan~· . '.' '".. 

Child carr assistanc:e is, , .. 

~tia:.I to W-2. becauSe it Wp¥J.~ 


'allow low-income' parents. to ~ 
·worlt". wathout worrying ill?'~~'( 
their' 'chiJchen's care•. wcii£ 
.wouJd be' required of wrlfaiii. 
beneficiaries. with childrt'il.:U:· 
young as 12 weeks.. . __ 

In addition, W-l would '6~' 
tend child Cilrr 'ilssislan«;to: 
some tow.:.im:omeworking~. 

· lies Rol.~~w eligible for ~ 
· dies"...Jpre.ading resoun::" even: 
· thinnu;Pawaarat-:sai.d;. .. ': - • 
".". ...,,' ~ 

.' .,n.e UWM report raises. CoQ,-.. 
em. about"limited·,,",dmg-J..ar•. 
child ale assistana, l\oting.lI:tat . 

· W-Z d ......·' guuantee ben~,!,: 
even to families who _~aJ!tJl: 
md comply with ~e ~n. ..:.... a 

Davt £die. director- of"U\f' 
state' office.·of child care,. coutd.! '" t 
not be reaCtied. fin- 'commenl'on" 
the UWM study but said of-the;: 
other ~ that-iY.s.difficulf6t: ~ predict 'ow the child care mar:': 
kef will adjust·tu the- n~.ae
..ted bv W-2...~:~RillVlnJ 

_""':uW-"i~ ~~~ 

http:the-n~.ae
http:MiJw.auJr.ee


1'10.(134 170110:03 MAYORS OFFlCE + 912024566220 

FAX COVER SHEET City
July 	3, 1996 of 

Mjlwaukee 
TO: 	 Marcia L. Hale 


Director of Intergovernmental Affairs 


'. :-~:.~;;:•.?-." ...f/::".F;~Q.M :" .Qrson "C; ~Porte~, '\: f;-;;:'~' ~'~"" '.~-:."-': .:;?~:';>~"~','~~~·~·"~~f·~~;I;'T:'?:':}:.;::::-;' ,,::~~':; e:~·,:::.·~:~·.~,~:;;":':',~:~~;~~~~~~t-:t::i;::r~:~~' 
. . Office of Mayor John O. Norquist '. . 

THE FOLLOWING FAX TRANSMISSION CONTAINS 2 PAGES 
INCLUDING THIS COVER SHEET. ! 

. 
IF THERE IS ANY PROBLEM RECEIVING THIS 

TRANSMISSION, CONTACT (414) 286-2200: 


MESSAGE: Today's local press ... The Mayor is looking forward to 
talking to the President or Vice-President before the waivers are 
signed. Have a great holiday weekend. 
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Ma4liQI' 2/R~Il'bli<:an pres~ 
id/tl\tial candidate. Bob Dol~ 
ulliea iii cross..co-untry refueling 
stop to on~ again challenge 
President Clinton to sign the 
state's \o\.1~2 welfare overhaul. 

-"I think my <oming her~ 
might :get .his :attmtion .. And it 
might hi!lp the people of WiS· 
COt\.&in get n!at welfare- ,reform," 
said Oole;'who used his wt vWt 
to lh~ 'tate'- May 21 .ito fond 
du Lac - co us.ail Clinton'$- re
cord on welfare. 

"'ll nccessary. wc'll come 
bad. again:" 

Appearing: with 'smio! aides 
to Gov. Tommy .Thompson. who 
was at:a TelQS conference. Dole
said W~2 was ":gathering dust'"" 
in -Washington while "'Clinton's 
advisers quibble over the d.~-
tail .' " 

tlinton made .headlines in 
May whel'! he pubiid!i tm~ 
braced ThomplOn's 'Sweeping 
W." plan, a!though his aid.u 
have sent mixt!:d sipals about 
how Inuch of the proposal 
they'll approve. 
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July 	15, 1996 

MEMORANDUM 
I 

Mr. John Monahan, Director of Interqovernmental Affairs 
Department of Health and Human Services 

FR01U 	 Marc Baldwin, Assistant Director ~l> 
AFL-CIO .... 

Attached you will find two reports which may prove useful in your 
evaluation of the Wisconsin Works waiver. They were forwarded to 
me by the Wisconsin State AFL-CIO. 

" 

MB:md 

Attachments 

co: 	 Joanne Ricca 
wisconsin state AFL-CIO 

opeiu #2. 
afl-cl0 
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SACKG.RQUND 

As of January 1999. Aid 10 Families with Oependent Children will no longer exist in,Wisconsin. 

AFDC currently provides for approximately one quarter of a million very low·incomo people 

in Wisconsin, 70% of whom are chHdren. The program Governor Thompson IS proposing as 

a replacement is called W~2 (Wisconsin Works). The key change under W-2 is that cash 

assistance will no longer be an entitlement for families with needy children. Instead, low

income paron1S can choose to participate in the W·2 system. which offers four employmen1 

options including private employment, subsidized private employment, community service 

jobs, and supervised transitional work. 

Those persons unable to find private employment would participate in one of three time~ 

limited employment programs. The community service and supervised transitional employment 

would provide the head of household with a monthly SUbsid~, roughly equivalent to previous 

welfare payments, which the person would "Work oW doing 40 hours of community service 

or supervised transitional labor. Because these programs would be considered service for 

the subsidy, participants would not be covered by minimum wage requirements and would 

not be eligible for the Earned Income Tax Credit which providos economic assistance 10 the 

working poor. 

Given the fundamental change In policy direction that ending AFDC signifies !t is important 

to understand the basiS for the 60 year-old program W-2 proposes to replace. 

Aid to Dependent Children was established by the Social 
Security Act 011935 as a cash grant program to enable 
States to aid needy children without fathers. Renamed Aid 
to Families with Dependent Children (AFOC), the program 
provides cash welfare payments tor (1) needy children who 
have been deprived of parental support or care because 
their father or mother is absent Irom the home contlnuously. 
is incapacitated. is deceased or is unemployed, and (2) certain 
others in the household of such child. 1 

The debate about welfare reform has been hampered by a reliance on misconceptions about 

AFDC. Re.asoned public policy decision-making must integrate factual information with the 

values ot the society to ensure that poliCy changes are supported by the public and do not 

cause undue harm to those least able to speak on their own behalf: children . 

• THE fNSrn'r.JIE FOR WISCONSIN'S FllTURE 1 
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INTRODUCTION 

Governor Thompson calls W-2 ~a dramatic break wIth the past" but the impact of this "break~ 

has not been eva!uated. The fundamental policy change at the heart of W·2 Is that the 

state will remove Itself from any direct obligation to provide for needy children. Under 

W·2. the state's only role will be to help parents to help themselves; and. if a parent can't Or 

won't, to remove the child from the home. The primary determinant to success under W-2; is 

presumed to be the effort of the adult participants. The W·2 plan makes a number of 

assumptions about: 

• 	 the reasons for AFOC dependency, 

• 	 labor market (londIUons. 

• 	 tamity support systems, and 

• the potential for economic $elf~sufliciency among enlry-Ievel workers, 

These assumptions were 1'101 examined in a comprehensive and empirical manner. 

8ecam~e W-2 is a signiflcant shift in social policy and will have serious consequences 'or 
the mora than 78,000 households receiving AFDC in Wisconsfn, the InstItute for Wisconsin's 

Future (IWF) has conducted a study of the leasibili!y and potential impact 01 the W·2 proposal. 

This study is deslgned 10 address four major issues: 

1) 	 The capacity of the state's economic system to absorb substantial numbers of new 
job seekers; 

2) 	 The compatibility of exIsting educational tevels among AFDC reCipients wilh tho 
educational requiremenls of available jobs; 

3) 	 The availability of support systems necessary for parents' partictpa:tion in the WOfk force; and 

4) 	 The impact of an influx of low·wage workers on the state economy, 

TO examine these issues. IWF collected data from tour Wisconsin counties which represent 

urban and rural areas of difterent sizes. However, since 590/\\1 of all Wisconsin welfare recipients 

live in Milwaukee County, this community was targeted for more detailed analysis. Data for 

additional Wiseonsin counties can be found in Appendix 1, 

• THE INS1TfUTE FOR WlSCON....'JN'S FUTURE 2 
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ElNOINGS 

Labor Markel Conditions 

1~ 	 Statewide, there are less than half the jobs necessary to employ the total number 

of curren! AFDC recipients and unemployed persons. 

An examination of employment projections generated by WiSconsin's Oepar1ment of industry, 

la.bof. and Human Relations (OllHR) domonstrates thai there is an insufficient number of 

job openings to meet the employment needs of those heads of households currentty receiving 

public assistance. There are currently 69,039 adult recipients of AFDC who would have 24 

months to find unsubsidized employment under the W-2 plan. These new entrants to the 

woridorce·would be competing for private sector jobs with the unemployed population, currently 

125.639 people. Together, this constitutes nearly 195,000 people in need of employment in 

the state. The average annual job openings for the state, as projected by OILHR 1hrough 

Ihe year 2005, i. 85,0\64, 

TABLE 1. Four_unty labor markel .ssessment of job avaUablilly versus 
placements needed. 

Milwauk .... Rock Marfnette £au Claire , Wrsconsln ~ 

, ~Ing.' 20,035 2K/7 ,i 829 1.624:, 85,0\64 ;'11 
, ,I ~ 

; AFOC &dult! 32,013 2,363 491, 1,297 i 69,039~' 
Unemployed' 18,913: 3,227 '1,342 3,967: 125,639 ~1 

~J_~_~_Ik_.r_'__~__ __-+___ __-+___ __~___ 1_~~'~67_8~~__ ~~~ 5~,~ 1~,~ 4~'2_9_5__r'__ 

, Job Gap ,39,891 2,m 1,004 2,671 109,214 :~~ 
. i.','"''''''''''''.''''''''",",,'''''''~.",-""","=="•.""."".,~,""""~'L.• 

Job Service expei1ence 

TO beUer understand the circumstances faced by AFOC recipients entering the job marke., 

it is instructive to examine the experience 0' Job Service clients in Wisconsin. A striking 
example from Marinette Coonty shows that in July 1995 there were 57.8 applicants for every 
Clerical job opening on fHe with the local Job Service offices. More specifically relevant is 

the role Job Service plays in the employment of welfare recipients . 

• THE lNST1Tl/TEJ-UR WISCONSIN:Ilf'iffURE 3 
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"During this program year the State administered a variety of employment and training, 

programs for those receiving AFDC. During the year Job Service was Ihe dominant provider . . 
o~ such services through a series 01 contracts wHh the Wisconsin DHSS and county social 

selVices departmenls providing services in 63 counties and tribal units. Services provided 

included enrollment. job search. case management and a limited amount of lraining and 

supportive services . ..e 

. ChartA. Number of AFDC recipients placed by Job Service' 

Stale Total 

Program Pertlolpants 

Clients PIaeed 
Po ....... t 01 Cllonts Nul Placed 

1988 

33.594 
13.758 

59% 

1989 

36.476 

15.764 

56% 

ChartB. Job Service appllcanllo opening. ratio, July 1995' 

COUNTY 

Milwaukee 

MertnallS -Eauctalre 

RAno OF APPUCANTSIJ08S 

10.8101 

11.1 to 1 

21.510 1 

15.1101 

The point here is not to criticize Job Service, but to note that it the wdominanl provider~ of 
employment services to welfare recipients has had less than a 50('"/"" success rate in placing 
AFOC recipients in jobS, and the total number of placements statewide was approximately 
16,000 for the enUre year, then the challenge of now placing 70,000 recipients as quickly as 
possible should not be taken lightly_ 
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2. 	 Without funded training programs, there will continue to be a serious mismatch 

between the skill levels of AFOC recipients and tho skills required for most openings. 

The state job shortage is further exacerbated when jobs requiring education beyond high 

school are eliminated from the total pool of available jobs, According to a recent survey of 

job openings done by the Employment and Training Institute of UW-MilwaukM, 61 % of the 

full-time openings in the metro Milwaukee area ~reQulred education, training or occupalion~ 

specific experience beyond high sehpor;~ 

The availability of entry level jobs is critical. as these are the types of jobS needed by welfare 

recipients. who typically have less formal education. less recent labor market experience, 

and fewer job skills than the currently employed. 

In Wisconsin, approximately 40 % of AFOC recipients have not finished high schoo! and only 

12% have post~secondary education (See Chart O. below). This discrepancy will reduce 

the number of jobs available to the AFOC mothers attempting to enter the labor market 

. and leave employers with a continuing shortage of skilled workers. 

Chart C. Educational Status of AFDC Recipients10 

EOUCATION LEVEL 	 AFOC RECIPIENTS 

AFDC recipients with less than 38,6% of all recipients 
a high school education (26,649 persons) 

When the number of AFDC reciplents who would be entering the job market as entry·level 

workers is calculated and compared to the available number of entry-level job openings. 

there is a significant gap statewide. In the Wisconsin entry~levellabor market, there are 

roughly 33,000 entry-Ieve! job opening.s and 52,000 job seekers. The full table showing the 

comparison of entry~level openings to entry-level recipients follows . 

• J'm~ INsnTU'n~FOil WISCONSIN'S FWVRE 5 
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TA6LE2. Four..county and statewido comparison of entry level lobs available to 
low~skUl workers entering the workforce under the W·2 program•• 

, ,, ,, MilWaukee Marin_Rock Eau C1alre , Wisconsin " ,, ,, : \t " ,! Entry-level ,,7,614 1,126, Jobsll 33,330 
dV

323 , 633 Ii',,,, ,"Entry-level 
ArtAFDC •24,297 52,401applicants.12 1,793 373 984 
fv 
"'" 

Entry-level i l'. 
job gap 16,483 667 50 i 351 19,011, 

BS~ '11'" 'Vj"'" ,~, ';,,,' , .. ,t. , ./' 'e'-r:¢.t1 '1iJ',{,-,,··(NJ'" r'rTSi! '-t~'-'<' j v-,,' .jf,!;;" j," . "~a' ,'t' ,,'k;'.:.;4;:";':';J"~~~:',!l',\ tit '",,'i_lci;.:j.,.!I!./lJ 'a..:.::..>~~a.....1ia: 

• This table does not Include the current population of nOfl·AFDC unemployed 
persons seeking jobs in these counties. 

The Case of Milwaukee County 

While it is imp-ortant to understand what imp-act Ww2 will have in each Wisconsin county, 

special attention must be given to the feasibility of W~2 in Mltwaukee County, since it contains 

over half of the state's- AFDC recipients. If W-2 does not succeed In Milwaukee County, then 

Wisconsin Works won't work. The labor market projections for Milwaukee County suggest 

that training programs will be crucial to ensure program success. Of the 32,000 adult recipients 

who would be entering the job market, about 24,000 have educational levels of high school 

or less. When this number of new entry·level workers is compared-to the projected number 

of entry~levei openings (8,QOO), lhe job gap is obvious. When the percentage of the 19,000 

currently unemployed workers who would also be vying for the entry-level jobs is added, 

the situation is even worse. 

Supportive Services 

3. 	 Crucial support systems for newly employed parents, including Child care and 

public transportation, are not available 10 substanllal numbers of persons In 

designated counties. 

• n/f./NSTfI'UlEFOR WISCONSIN'S FlIf'UNE 6 
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Child Care Resources 

The Wisconsin Council on Children and Families estimates that there ar~ OvtM' 70,000 children 

under the age ot five in the state of Wisconsin who will require daycare services if their mothers 

en1er the workforce. This would require up to a 50% increase in the number of daycare 

slots available in Wisconsin. In Milwaukee County alone 30,000 children under the age of 

five could need care, a 136% increase over current capacity. 

Under the stale proposal, child care se~ices are to be .expanded by lowering standards for 

chiid care licensing. W~2 has come under significant criticism by slate child advocacy groups 

who 1ear that ~provisionar care~ by untrained, unmonitored caregivers could lead to a higher 

risk of abuse for young children, a reduction in wages for child care workers and a general 

towering ';'f child care standards, They see this proposal as a reversal of rhe progress that 

has been made over the years to professionalize child care and improve conditions for 

children being cared tor out of the home. 

The W·2 plan calls for participant co·payments toward child care costs. The amounts of 

payment have not been specified. bUI for low-wage workers even mInimal child care payments 

could reduce family access to regulated care, forcing parents 10 base child care decisions 

on what Is cheapest, not on what is best for their children. 

Transportation Access 

It has been well·publicized that there is a ~eography gap in the labor market. A Wisconsin 

Policy Research Institute report on employment and transportation issues for the metro· 

Milwaukee area slates that 7 out of 10 new jobs created between 1970 and 1990 wore located 

outside the city of Milwaukee,13 The Employment and Training Institute's survey shows that 

just 26,5% of metro area job openings are located in the city of Milwaukee, 29,5% in Milwaukee 

County suburbs, and 43.2% in the WOW counties (Waukesha, Ozaukee and Washinglon 

Counties,)l. The majority of Milwaukee County's potential AFDC wor1dorce Ilves in the city 

of Milwaukee, Since tess than 5% 01 all AFDC clients own cars, the average value of which 

is $526.15 this group IS dependent on public transportation not only to get to and from work, 

but to deliver and pick up children from daycare sites. According 10 offiCials from the Milwaukee 

Count)' Transit Company, transportalion from Milwaukee's central city to outlying areas is 

fragmentary and time consuming. Daily bus ridcs10 daycarl!l facili1ies and suburban job sjles 
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can take up to two hems each way and cost (with proposed fare increases) up to $100 monthly. 

For a single parent, the addition of up to four hours of travel Ume on ~o an eight hour work 

day lessens the chances ot a SUCCBssfullransitjon from welfare to employment 

The single bus route that is considered adequate to reach the northwest suburbs is the 

Fond du Lac Avenue route. There is only one bus foute that goes west into Waukesha. This 

bus stops at Brookfield Square and connects to the Waukesha bustine. This route is long 

and connections are difficult, There are no bus routes to the newly established Franklin 

Industrial Park. Menomonee Falls buses run from the suburbs Into the downtown area in 

the morning and back in the evening: there are no day shift routes leaving the city that go to 

Menomonee Falls. The metro link bus service to the southwest side was canceled and no 

buses go from central Milwaukee to Ine cluster of nursing homes on Green Tree Road and 

Mill Road, In short. public transportatlon as currently constituted cannot meet more than a 

small portion ollhe transportation needs of this newiy mandated workforce, 

Impact on the State Economy 

4) 	 The Influx ot even a por1ion of current welfare recipients into the low..wage labor 

market will result in a substantial reduction In wages to those currently employed 

in low and moderate wage Jobs. 

A basic economic tenet holds that, other things being equal. when labor supply increases, 

wages tend to be depressed by the larger number of workers competing for available jobs. 

The Economic POlicy institute of Washington, D,C. (EPI) has just published a report in which 

they estimate the impact of the welfare reform bill currently before the U.S. Senate, This 

proposal would place about one-HUh of adults currenlly on wellare in Wisconsin in jobs. 

These former welfare recipients would be competing for jobs primarily with those who are 

already low~wage workers. EPI estimates that low and moderate wage workers in Wisconsin

defined as those earning less than $7,27 an hOUf-would see their wages 13118% with even 

this limited influx of welfare reciplentsll,. The W-2 proposal (with its much greater movement 

of new entrants into the work foree} wOuld obvIously compound this effect. 

• '{ilL' INSl1Tun'FOR W1SCO,NSIN'SFU1VRJ:' 8 



.' 
: 

W-2 (WISCONSIN HURK'S) An AI/.4lysis ofFrasiUliry and [m/Nut 

This is especially true In Milwaukee County where 32,000 AFDC recipients would entor the 

workforce and where unempfoyment is high and wages are already lo.wer than in outlying 

areas. Economics Professor Robert Drago of UW-Milwaukee has found that "workers residing 

outside the county of Milwaukee earn around $6.000 more per yea; than workers Ilving 

inside the county... and unemploynlenl falls from over 18% to less than 3% as we move from 

the inner city to the suburbS outside Milwaukee County. "11 

Workers in Milwaukee County can ill afford 10 suffer any more disadvantage in the form of wage 

depression. An astounding ~83,2% of Milwaukee's net employment growth between 1980 and 

1990 was workers earning under $20.000 annnually," according 10 Professor Ma(c Levine of the 

UW~Mitwaukee Center lor Economic D6VBlopment 18 

CONCLUSION 


The W·2 proposal represents a change in the public assistance system on a scale and at a 

pace never before attempted, i"his prOposal which replaces weliare wcth an employment 

program is based on a set of lmplicit assumptions that have not been clearly staled Or verified 

by the administratiOl'L These assumptions include: 

• 	 that there ate enough Jobs to enable the current population of 70.000 AFDC adults to 
create a self-sufficientlifastyle for themselves and lheir 153,000 children. 

• 	 that currenl AFOC adults entering the workforce under W·2 have the edUcation and 
skll1s necessary to be hired into the existing pool of jobs. 

• 	 that there are a sufficient number of qualified providers to care for the thousands of 
young children whose mothers will be entering full time jobs. 

• 	 that parents. have access to transportation. nol only to the parents' job site but also to 
the children'S daycare facilities. 

• 	 1hat the inilux of large numbers of new workers will not nega1ively impact the wage 
level for existing workers. 

• THE IN~tI'lTUl'E FOR WISCONsm:s nrrURE 9 
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The data compiled in 1his study indicates that these assumptiens afe not correct. 

There are not a sufficient number of jobs t£1 meet the emptoyment needs of AFDC recipients 

and the current pepulation of unemployed persons in Wjsconsin. 

There is a serious mismatch between the skills of the AFDC population being directed into 

the marketplace and the skill requirements for over 60% of tho available jobs. 

There are net adequate numbers of day care facilities fer the small children whose parents 

are supposed,te be employed outside the home ter forty hours each week. 

AFDC recipients, especiajiy in Milwaukee County. do not have sufficient means of ~ransportatiQn 

to reach outlying Suburban areas where jobs are clustered. 

The influx of entry~level workers inte the economy will depress wages for the bottom 

one-third of the current working population, which in turn threatens their ability to maintain 

economic self~sufficiency, 

AS written, W·2 appears to ignore the economic and social conditions in which welfare 

reform is taking place. Given the findings of the study. it is recommended that poficymakers 

delay passage of this proposal until sufficient provisions are included to address the primary 

barriers to successful implementation. Additional planning is required to address the significant 

need for training that will enable current AFpC reCipients to obtain the skills needed to meet 

employer needs. The proposal must address i~e serious gap in childcare and transportation 

services requisite for sustained employment And finally, the proposal must address, directly, 

the dear need for public and private job creation to ensure family supporting iobs for these 
, 

thousands ot parents required to achieve family selt~sufficiency within 24 months. 

The precarious position 01 the population affected, inc!udmg more than 153,000 children who 

already face difficult conditions lor growing inte healthy and successful adults, suggests 

that a slower, more reasoned approach to wel1are reform would baUer ensure the parents' 

successful transition to work. This approach must take into account the conlinued need te 

invest in Wisconsin'S human resources and not resort to a quick~sa... ings or punitive approach 

that leaves the state with ever higher numbers of families living In poverty . 
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NOTES 

1. 	 U.S. House 01 Representatives. (1994) Green Book; Background MaterIal aod Data 00 

£marams within the Jurisdiction Qllhe Committee on Ways and Means, page 324. 

2. 	 Openings: Average Annual Opemngs by County and Service Delivery Area. (Eau Claire, 
Marinette County and La Crosse projections are based 00 their share of regiona1 employment) 
W.I Department of Industry, Labor and Human Relations "W!sconsin Occupational 
Projections to 2000" 1989, Ihe most recent publicalion of regional projections. State 
projections are based on the 1995 edition, of "Wisconsin Occupational Projections to 2005." 

3. 	 AFOC Adult: 1994 monthly average AFDC adults. WI Department of Health and Social 
Services, 1995. 

4, 	 Unemployed: Civilian Labor Force Estimates, January 1995. WI Department or Industry, 
labor and Human Relations. 

5. 	 WI Department of Industry, labor and Human Relations. (1995) Table 2A: "Job Service 
Apphcants and Openings by Major Occupational Group.~ By, county, July 1995. 

6. 	 WI Department of Industry. labor and Human Relations. (1990) ~Job Service Wisconsin 
Annual Report," page 7. . 

7. 	 Ibid. and 1989 Annual Report, page 13. 

B. 	 WI Department of Industry, labor and Human Relations. (1995) Table 2A; "Job Service 
Applicants and Openings by Ma¢r Occupational Group," ~y county, July 1995. 

9. 	 Employment and Training Institute and Social SCience Research Facility at UW·Milwaukee. 
(1995) "Survey of Job Openings In the Milwaukee Metro Area, ~ page 7, 

10. U.S. Department of Health and Human Services, (1991) ~Characteris1ics and Financia1 
Circumstances of AFDC Recipients," Table 29: "AFDC Adult R~ients by Years at Education." 

11. Entry-level ioqs here represent 39% of total openings, based on ETI's findings that 61% 
01 jobs in their survey required some post-secondary training. 

Since the Milwaukee metropolitan region may not be representative of the state as a 
whole in terms of job ope-ning requirements, another calculation was done based on the 
education or training levels needed to fill the jobs with the most projected openings in 
Wisconsjn for the next ten years {WI Department 01 Industry. labor and Human 
Relations, (1993) ·Wisconsin Occupational Projections to 2000," Table 4.4: 
"OccupaHons·wilh the Most Job Openings Wisconsin 1990102005.:) 
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Of the occupations listed in DILHR's projection, a slightly lower number of 51 % require 
education or training beyond high school. The following table represents the number of 
low~skmed openings for each of the counties and the state now using 49'% of total 
openings as the calculation for entry level jobs. In only ono county, Marinette. does the 
difference in methods make a difference. In all other counties shown and for the state, 
the number of low·skill job openings is insufficient to absorb the number of AFDC 
recipients who would be entering the labor market under W-2, let alone the number of 
currently unemployed persons, not all of whom would fall in10 the low~skmed category, 

Alternate TABLE 2. 	 Four~county and statewfde comparison of entry level lobs 
available to low-skin workers entering the workforce under the 
W·2 program 

I I~:______i-..:M..:I..:IW8:.:.:;U..:k..:"":...!_..:R..:OC..:k__-iL.M..:a..:'I..:ne..:H..:e=--iEa:.:.:;u_C..:1..:"..:I'0-'--1_..:S":-=_-1 ,~l 

Enlry-Level t4 

JOOs 9,817 1,410 406 796 41,877 ~i 


En1ry-level .J! 

AFDC "liPS 24,297 1,793 373 984 52,401 1;01 

f-----l----!.----t----t----+-----1~,! 
En'n'.level· 	 'c'"1 	 :;'j:
Job gap 14,480 383 none 188 10,524 1,~ 

12.75.9% of AFDC Adults {those with a hIgh school diptoma or less). Figures on 
educsrionallevels are from US OHHS. see note 10 above. 

13. Wisconsin Policy Research Ins1itute-. (1~93) "Getling Milwaukee To Work: Antipoverty 
Strategy Where Rubber Meets Road," page L 

14. ETI, page 23. 

15. U.S. Department of Health and Human Services. (1993) "Characteristics and Financial 
Circumstances of AFOC Recipjen1s,~ Table 43: ~AFDC Families with Countable Assets 
by Type and Value: 

16. lawrence Mlshel and John Schmltt. EPI Briefing Paper; Oct 1995. 

17. Robert Drago, (1994) "Jobs, Skills, Location and Discrimination: An Analysis of 
Milwaukee's Inner City and Metro Area,~ page iii. 

18, Marc Levine, (1994) "The Crisis of Low Wages in Milwaukee: Wage Polarization in the 
Metropolitan Labor Ma.rket, 1970·1990." page 12 . 
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APPENDIX 1 

Labor market assessment of Job availability versus placements needed 

North West 
counties· 

'il 

'i;:
2,831 

2,463 " 
'>' 
T 

,7,118 
1 

9,581Jobseekers 

JobGap 

Racine Winnebago La Crosse 
Kenosha Fond du Lac 
Walworth Green Lake 

Job Openings2 6,114 5,149 2,287 

AFDC Adults3 5,295 2,047 1,417 

Unemployed4 9,214 6,307 2,560 

14,509 8,354 3,977 

8,395 3,205 1,690 6,750 

* North West Service Delivery Area for the Department of Industry, Labor and. Human 
Relations includes: Ashland, Bayfield, Burnett, Douglas, Iron, Price, Rusk, Sawyer, 
Taylor, and Washburn counties, calculations made on regional level for this area, 

Comparison of the number of entry-level jobs available to the number of 
low-skill workers entering workforce under W-2 program.* 

Racine 
Kenosha 
Walworth 

Winnebago La Crosse 
Fond du Lac 
Green Lake 

North West 
counties* "~" " 

0< 

Entry-level 
Jobs11 2,384 

Entry-level 
AFDC 
applicants12 4,019 

2,008 892 

1,554 1,075 

1,104 

1,869 

1 
" , 

,1 

:"l 

Entry-level 
Job gap 1,635 

,:;, lJ:' ,', ',b;:" ,C,~' ";;;,:'1.' ' 

0 183 

, , "]',,,,;:. '" '1",.' " .. ~;; 

765 

• This table does not include the current population of non·AFDC unemployed 
persons seeking jobs in these counties . 
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W-2 (Wisconsin Works): An AnalysIs of rmpaCl on Families and CbHdren 

-, ;.;., ,:. ,,'.•'-\' "3 
tN, ••,/S'ACKGROUND . P" 

' ." ," .. ~ 
, ' \. , " , ' ~,' ',' '" J" 

~. '-~-', 'l'r'" /j'! " 
, .. '.' " ,,' .., '. 

•'1-' "'- •• < . .;, ,~' .. '. '-:.,'" ; '::, ,'. .!~:. ').,- '....<;1'"",,'.,;,,'\ ~', 
As 01 January 1999, Aid 10 Famillos with Depende-t!t Chi1dren will no toflO!)f exis! In' Wisoonsin. AFDC currently '.; , ,~ 

" ' •• . -.' ,,", • '. ',,'~ " ..... ..--',~~. j ,-,~ 
prav:des lor approximalely one quarter of a million very IQw·JneOme people in Wiseoosin, 70% oj whom an) children, . 

,,_ ' :., ,,:," ,., _"":(' _"', "%' C', ,'." ,"., 

Tho program GovGrnor Thom;:.m-on is p!o:>oSing as a reptaoomem is caUedW..2 (Wisccnsin,Warksj. Th& key change 
• - , " • . ' • J.; ,," - .'" ~ -, " '. 

under W·2 is that cash aSsis:ance will rlo'long'er tw- an entitlement fllr lamilies' ~i~~ 'r;eOOy child;'e~~ l"Istead .. ,' 

low'income parents CM choose 10 pallicipa:e- in Inc W·2 system. which olfers 10m' empl(lymcnl options including ,. , , " 

j}(ivale employment, subsidized privale employment, (.(Immunity ;ervice jobs, and. ~iperviscd transitiona! 'wclfk. 

" " , . '" . ";;" " "" ~. ,";'" ,'.;,.' . 
TI'lls-n persons !Anable Ie lind piivato employrriiml wo,,:d pattlcipata In one of three Ilme.tmlled employment· ;,.'

'.. ',' "~'-. " ",-.,;,;, ;" ',It..-" :. 
p'OgfatnS. Tho commun,ty service and supefllised Irans-;,ional enployment would provide Ihe head of household with , "' '. . , " , 
n monthly subsidy, roughly equivalent to previous weltare payme<'lt$, whim the person W!luiO 'work olt': doWg 40 

, - . ., " 

hOIJlS of community service or supervised tfansi1Jonallabor.'Because these programs wauld be considmod service' 

fo' the subs'cy. pmlk:ipl)'l\s wO\.lld I'IOt be- covered' by r;il'l,MI)IY' wage reqlin:ll-neMS ~fld WO(Jld';n~ be e1iyib!o lor ll'ie . . ~',' ~ , 

. ... 

Eaf'lcd :r-corne Tax Credit which ptl)Yirn.s, econ?mk: assistance to the working poor. .' 

, 
Because w~~ 11; 0 significanl shill in SQc:ia.1 policy and wi!! haw~ !;.C;'IriQus .:.:orn>eqtlences fQf the 7G.~ famll<os on 

AFDe if! Wisconsin, tho Institute- lor Wisconsln'l; Future (IWFi ~s conduc:!ad» twO'.*H! study of the feasibililY Ilrd 
"'",' "",; "",,'.. ',,'~,', .. 

pOlon;!;;:! impact of t,1e W·2 proposal:\-: ,,:; ~ "h ~",,' ~ ,:", \. -·t';~" \ ,,: ,-: . ' , " :.';, , . ." ,..' , . , • 
IM..flndlnu Of the tlt811\~'-f J!tu~~"Of p!a~,s for W-Z ~I'l as follow'i 

" .. , . 
," ., ."" 

, ' .' '.,'-' - .":) ";;:,.~' 
1, Statewide, Ihe-re- are less than halt the jobs necessary 10 employ the total number ot current AFDC 

-- ',r',," ',,',' ,,":' "'C' 


raclpi<mts and unemployt:d per!MS., . ',' "
.i'- " 

.> 
2. Withal.!' furtded training progrtlms.lr:ere will contlm,ui to b9 a seNous'mismatch b&twean the skit! ievels of 

AFOC reclpre:n13 an,11 1he skUhi' fequired ~ormost openings. • 

. ".v., , '. ., 1,:, ,"~'" ~',,, 
, '\" ','- - }>", ' •. ~. 

3, Crucial support systems for newry employe~ parents Including child .c:sre, and publlc: tr,ansportatlon an; not 

avall.ab~ to !'iubstafltlal nvmber.t\ 01 persons In d..ignated counties. 

4. The Influx Of even It portion- (II CI,IHent Welfaftl- recIpients info thtl- klw,wllg& l.;tl)or market will result in a 

substantiallOOl,lction in wages 10 those currenllv employed In low and moderalc wage Jobs. 

C!h':l llluM"u iw): HI1!thcf and Si.. ,c!; nil pJJiru'Pt:. 
b~-' ['au!;; MoJo:rsnhn-BeckcL 
Cdkcli~)11 orE\~hn Lelh Riu, 
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________....... W~2 (Wisconsin Works); An Analysis oflmp:lcron Families and Children 


EXECUTIVE SUMMARY 


The W·2 Program proposes 10 replace Ine current system 01 Aid to Families wilh Dependent 

Children (AFDC) with a work program designed to increase economic self~sufflclency and build 

stability among low-income families currently receiving PUblic assistance. 

The Institute for Wisconsin's Future (IWF) has examined the Impact ot the W~2 Program on the 

potent:a: for economic self-sufficiency and family stability among CL.rrent AFOC househokls in Wisconsin 

as the second component of a two-part study on the feasibility and impact of the W·2 proposaL 

Accoroing to the results of this analysis, there are four primary findings: 

l} 	Over one quarter 01 the families participating i:1 the W~2 program {and 43% of all persons 

Impacleo; will experience a drop in income, This will leave an eSlimated 47,886 children Hving 

deeper in pover1y. 

2} 	 The combined impact of reduced incomes for 15,000 families and the remova! 01 all supports 

lor an estimated 2,600 iamHies oue to sanctions could generate at least a 15% increase in 

the number of children who wit! be removed from their homes due to abuse or neglect 

3) 	 The costs for out-of-home care for Wisconsin children compared to AFDC increases public 

assistance levels 135% to 2500% per child per year. 

4i 	 W~2 has the greatest negative impact on 17,800 high-risk families, including families with 

three or more children, 1amilies headed by a ?isabled parent and lamilies with special needs 

children, These families face the largest reduction in income and/or the greatest difficulty in 

meeting work requirements necessary ~o secure eve'" basic supports such as Food Stamps 

and Medicaid, 

The results o' this research demonstrate lha! W·2 does not assist the majority of families to 

achieve seli-sufficiency and will contribute to an increased level ot fam,ly disintegralion as 

additional children are taken lrom the home and placed In state custOdy. 

While some households may benefit fro'}) W-2, too many W!I! flot The current program design does 

not provide the long-term structure Of shorHerm flexib'l,ty necessary to meet the widely varied 

needs 01 AFDC families. Without substantial changes, W·2 will irlcrease (be level of crisis in many 

fragile families and lead to severe and susta;ned hardshJ:o fOf thousands of Wisconsin childrett 
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INTRODUCTION 

W-2 (Wisconsin WorkS), Governor Thompson's welfare replacement plan, eliminales public 

assistance to families with dependent children and institutes a worK-based program lOr parents-. 

Salisfactory parlicipation in W-2 determines access 10 financial SUDPor! and support services fOr 

recipients and their families. The goal of W-2. according to proponents, is to remove the 

government from the role oj "Ire other parent in sing:e parent hOHseholds·a by: 

1) Increasing ccor:omic sell-suI! cieney among AFDC recipient lamilies; and, 

2) Slrcnglhcnir'lg AFOC lam;III;JS by reinlordng "appropnate betlavior:' 

These goals oslanHsh clear criteria lor evaluatj~g the W·2 progra'l1 design. In order 10 assess hOw 

well !')e Gov{;rnor's plan could mee! these goals, this study by IWF examines !'le Qcono'nic i:TIpact 

c· the W·2 prog,am on families and :he effect of flew regulations on family slability and well-being. 

FINDINGS: 

~----------------------------------------.----, 
1. 	 W~2 Results in a Reduced Standard of Living for 25% of the Familles Enrolled 

Impacting Over 68,000 low-Income Parenis and Children. 

The stated goal of W-2 is to promole personal responsibility and financial ir:dependence for 

current and potential welfare recipients in WiScof"j~in< Many economic assumptions are made 

about how low-irtcome people will progress up :,"\e self~suWciency ladder that is outlined in W-2. 

The Qevcrror's inlrodvctu:m says the plan "wl:j demand more 01 participanls. but in It-e long run it 

wil! provide independence and a futufe.~t Is W-2 a plan lhal Will lead to better futures lor 

Wisccnsin's poor? 

Cor,trary \0 Ire claim o! propone'1:S. W·2 will not lead 10 seU·s:Jliiciency lor ali lamd:es. The State 

estimates Ihal 85%. 01 curren I AFDC clients will be placed in sL:.bsidized employment which leaves 

mes! recipient households at or below the AFDC income level. In facl, more than 25"'/)) of 

participating households with children will experience a reduction in income. This will tmpac! over 

S8.000 persons. 70Vo 01 whom are Children. Those hil hardest will be large families. who cOl.,lld 

see their income reduced by as much as 5334 a month. W·2 has beer'! proposed as a ladder to 

financial independence. but Its bottom rur.gs represent a form of Work/are which will leave 

thousands of participants in greater poverty than be!ore, 
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The lailure 01 the program 10 generate self-sufficiency is footed in five components of the WM2 design: 

insuliident numbers of private jobs available in the employment market; 

substandard wage levels in the majonty of subsidized job placements; 

lack of access 10 worker rights, such as the minimum wage and the Earned Income Tax Credit; 

substantial reductions if: the income 01 large families; 

• lack of training provisions or career ladder into improved working conditions. 

8elow, each 01 Ihese lactors is reviewed in grealer delail, 

Employment Projections for W·2 Participants 

According to the !irst s:'Jdy of W-2 conducted by IWF, there are fewer than half the jobs 

necessary to employ present jobseekers, current AFDC recipient5 and the unemployed 

population in Wisco.'1sin, Desp1te a strong economy, conditions in the state labor market show 

there are still substantial structural barriers to private sector employment for AFDC recipients. 

The srate iisca! estimate tor W-2, prepared by the Wisconsin Department of Health and Social 

Services, concurs with this finding. According to projectIons from the fiscal estimale, only 15% of 

the current AFDC population will secure jobs in the private market All other recipients will be 

placed in state subsidized jobs: 101>/0 in Trial Jobs. which pay the minimum wage; 50"/!) in 

Comm'JOlly Service Jobs which pay 75% of the minimum wage: and 25%. in WM2 Transitions Jobs 

wllicn pay only 70"/0 of the minimum wage,C 

These projections, which show 85% of parlicipants in subsidized jobs, appear at odds with the 

overall approach of the W·2 plan. which: Slresses placing participants In private sector jobs as 

quickly as pOSSible. The costs associated with th~ wages and administration of 45.000 subsidized 

~obs wtll be very expensive for the stale, Placing such a large number 01 families in jObs thal pay 

the minimum wage or less will severely limit the capacity of these families to achieve financial 

independence, 

tncome Level Projections for W~2 Participants 

State policymakers nave stated mat !he W~2 program will generate earnings that surpass current 

welfare payment levels. However, a comparison of the income available under the current AFOq 

program and under the three subsidized employment options of tho W·2 program shows that lor 

many families, income levels will drop. 
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Table 1 


Comparison of Monthly Income from AFDC and W~2 SUbS!{jjlCd Employmen'r Options(J 


AFDC Family W·2 Community Trial Jobs 
Income Size T"ansitions Service Jobs 

$2.98 per hr, $3,19 per hr, $4.25 per hr. 

$440 2 $496 $532 $708 

$517 

$617 

3 

4 

$496, ~ ,,,. ., $496 '" 
, 

$532 

-;'5532 ~' . 
t"' '\ '" '" ' t "<)I 

$708 

$708 

$709 5 $496 -',.-' , .$532,' l,;,5~t $708':~·'
}-. . . .,;.;~_,/(,,; ~'i '-'" <. 

$766 6 p,.- " , $496 r" , " , :~1",~5~2.:,::-::~·-_-!~;~ -~!~$!Q~:-' \:,
~---~----

S830 7 .., $496 . $532 7f.:,i,;,-,,·ht·;;<, :$708 ~*,"'~;_ 
-" . ., "- _. .' 

Shaded cells shOw families exper·encing a decrease in income under W·2. 

Table 2 

Number of W"2 Households: Projections by Employment Category and Family Size" 

Family W-2 TransitIOns CS Jobs irial Jobs Unsubsidized 
Size $2.98IhO"1 $3.19/hour $4.25/h-our Employment 

25% of Families 50% 01 Families 10%, of Families 15% of Families 

1 1,369 2,739 " 547 821 

2 4.B08 9,612 1,922 2,882 

3 3.519 7,035 1,408 2,109 

4 2,015 4,028 806 1.207 

846 1.691 338 507" 

6 430 859 172 258 ' 

5 

7 443 886 177 2BB" 

Total 13,430 26,850, 5,370 8.050 

Shaded cells show number ollamilies experiencing a loss ,r. income under W-2 

• Families of five or morc in the unsubsidized employment category will only be t>etter oif 'f 1hey 
ob:ain jobs at $5.00 per !low or above. 
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The state fiscal estimale for W~2 ptoiects that AFDC recipients will be placed in employment 

categories in the following manlier when the W-2 ptogram begins: 

13,430 households will be in W~2 TranslUons. The wage level set for Ihis category of 

employmenl is $2,98 per haUL At full~time employment. the annual income for the W-2 

Transitions program will be $5,960. For any W·2 Transi\ions family with more than 1 child, this 

income level will be less money than was received through AFOC. This means 54% of Ihose 

expected to en/er employment as W·2 Transitions wiN be finane/af!y worse oft under W·2. 

26,850 households will be in Community Service Jobs. The wage leval set for this category of 

employment is $3.19 per hOIlr. AI fuil'lime employment, the annual income ior the Community 

Service Jobs component will be $6.380. For arlY Community Service Job family with mOfe than 

2 children, this income level will be less money than was received through AFDC, This means 

27.8% 01 those expected to enter employment in a Community Service Job wi!! be financiafJy 

worse off under W~2. 

• 5.370 households will be in Trial Jobs. The wage level set for this category of employment is 

$4.25 per hour. the minimum wage. At full·time employment, lhe annual income tor Trial Jobs 

wiF be $8,500. For any Trial Jobs family with more Ihan 3 children, this income level will be less 

money than was received through AFDC. This means ~2.8% of those who are Trial Jobs 

participants wiiJ be financiafly worse olf under W·2 . 

• 8,050 households will be in Unsubsidized Employment. The administration noles Ihat many 

entry level jobs in Wisconsin currently pay more than the minimum wage. This may not be true 

io the future it the influx or new workers depresses wages, as has been predicted by some 

econOmiSi$.J The pay rate at which a W-2 family 01 any size would have more income working 

[har: they did when receiving AFOC is $5.00 per hour. 

It should be noted that this analysis employs a simpie. ya! strict definition of income as the 

amount 01 the AFDC grant, the W·2 grant (lor Transitions or Communily Service Jobs 

participants) or the gross wages (lor Tria! Or private jObS). An impor1anl change under W·2 is that 

participants will now be required to pay for a portion of their child care and healtn care costs, 

based on a sliding scare which has not yel been made public. So While a $5,00 per hour job 

technically means more income than received lhrough AFDC, lhe increased costs to the 

particlpants in W"2 will mean less disposable income lor these lamities. 
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\V~2 (Wisconsin Work..<,:); An AnalysisofImpacron Families and Children 

In total, 15,403 families (28% of ail families in the program) are projected to experience a 

reduction In income under W~2, This will result In a lower standard of living for 68,408 

persons - 47,886 of whom are chitdrcn. (See Appendix 2 for a table showing the effects of 

W·2 on individuals in families.) 

01 the 15,403 tam'lies who will be fiflandally worsa of! under W-2, the biggest change in income 

wm occur for :arge: families who lose up to $334 per month, Under W~2, parents of needy 

children will be placed in employment categories with set pay rales which are the same 

regardless 01 la;T)i!y size. W-2 in eliect imposes a family cap by standardizing the grant amount 

for aU famiiy sizes under the work program format. However, although partiCipants will be: called 

employees, they will have none 01 the legal rights of wor\{ers, Although the employment options in 

W-2 are re!erred 10 as jobs, I,he fiscal estimate notes the reaHty is that ~(eclpients must work off 

their grants. ">; By maintaining participants under grant recipIent status. it is legal to have 

employees wo,king for loss 1han minimum wage, In ejje~t. W·2 lowers the amount of public 

assistance 10 fam·lies under stringenl work condilions. 

W~2 Impact on Participant Standard of Living 

Under W-2, as noled above, 15% of the AFDC population is projected to lind private employment. 

primarily in enlry level jobs which pay $4,2510 $: 6,00 per hour. They are the ~highrollers~ oflhis 

program. The remaining 850'/" will earn from $2.98 to $4.25 per hour, which results in a maximum 

annual income of $8,500. Data from the 1992 Consumer Expenditure Survey shows average 

annual expenditures tor all Midw?st fammes to be $28,445,11 An analysis of the annual 

expend.tures of single-parent families shows a much lower standard oj living, Average annual 

expenditures for a rural single·pareollamily were $15,660; wnile an urban single-parent family 

spent an average of $19,530 per year.; II Is clearlhat even single parent families, who are 

accustomed to Hving 00 incomes much lower lhan the res! of society, will face dilficult choices on 

how 10 allocate the consistent shortage of dollars thaI will result from participation in W~2. 

Lack of Earned Income Tax Credit Support 

Statements in svppo..-! of W·2 are wrillen as If the Earned Income Tax eredil (EITG) is part oj the 

"basic income package~i lor W-2 participanls. There are a number of problems associated with 

counting !hiS taX <;redit as incOIre. 

THe INSTlTUTEFOR WISCON5JN'SFUTURE. i'age6 



W~2 (Wisconsin Works): An Analysisofimpact Qn Familiesand Children 

1, 	 Under W-2's currenl design 75% o. participants will not be eligible for EITC, the 

very families who will have the lowest incomes,~ 

2, 	 The EITC is not a new benefit under W·2, The EITC is already available to any 

AFDC recipient wilh wages. W[sconsi" dala from 1992 shows that 13% of 

wiseonsin AFOC tamilies had earnings which averaged $371 per month .. All oj 

these recipients are already eligible for lhe Eire.' 

3. 	 In ordef to lunclion as a wage supplement, the credit can be received in payrnents 

r. the employee's paycheck year round. A recent report from the General 


AccoJ'1ling OWer; shows, however, that less than 1% of eligible worKers nationwide 


iook adva'llage ollhe EITe advance ~ayment option,m 


4. 	 The amount of the EITC may soon be lowered $23 billion by Congress if': order to 

reduce federal budget costs. 

Limits to Self~Sufficlency under W-2 

The federal poverty line tor a family 01 three (the average size family in Wisconsin) is $12.590_ 

Few, if any, of the fa:nilies participating in the W·2 program will have incomes high enough to 

even approaCh the poverty level. A job paying $6.00 an hour yields an annual incorne of $12,000. 

II is clear that W-2 doas not really present an opportunity for families to escape poverty. How then 

should self-sufficiency be defined? The General Accounting Office addfessed the issue of 

economic seH-sufficiency in a 1993 report. The report stales: 

n€.conomic independence and sell-sufficiency are elusive concepts thaI may 
incorporate 1) freedom from renlal housing {assistance] and public assistance, 
2) earning adequate Income to provido for basic needs, and 3j having enougn 
earnings stability 10 prevent becoming dependent on government benelits. There is 
disagreement on what constitutes adequate mcome; although the poverty tnreshold 
is often used as an indicator of well~being, some researchers believe 11 is too low, 
Income stability is also an elusive concepl for public policy purposes, We used the 
concept of economic independence from ('10 longer eLgiole 10:) cirec;, means-tested 

Hansfers as a measum of self-suffidency."fI 

The report calculates a "break-even" !evel for three major govemmenl assis!ance programs: 

AFOC, Food Stamps and Section 8 Rental Housing Assistance. A family is economically 

independent from that program when thoy reach the earning level above which they arc no longer 

eligible lor it. The AFDC break-even level tor Wisconsin family of three is reached when they 

have income 01 $782 per month,'" 
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None of the income levels altainable by farr1l1es through Trial Jobs, Community Service Jobs. or 

W-2 Transitions would be considered adequate 10 define them as self-sufficient trom AFDC. 

Another way of presenting this Is to note that if AFDC and W~2 co-existed, most W~2 families 

would still be eligible for AFDC given the low income levels provided under the plan, 

Summary 

W·2;, as currently proposed, will lail to create the conditions for economic self-sufficiency among 

over 40 ~/" of lhe participants and their families and will create cO;'ldilio'ls ot economic deor~vation 

lor a substantial number of households. 

~ 	 85% of !he W-2 participants will be placed in subsidized jobs, 

-, 	 75°/0. 01 ~hose in subsidized jobs wi!! be paid sub-minimum wages. 

" 	rhe persons working far wages ranging from $2.98 per hour 10 $3,19 per hour will n01 be 

eligible lOT Ihe Earned Income Tax Credil Of any other workers' benefits . 

• More than 	15,000 households will experience a reduction in income which impacts 68,408 

persons, ot whom 47,866 are children, 

Over 11.800 families with thfl;)e children or more will experience a drop In income ranging from 

$85 to $334 per rnoflih, 

NO:Je of the 45,650 lami!ies participati:1g in the sLbsidized employment opHons of W-2 wll! 

achieve an income level that would make them"self-sufficient from AFDC and all will be living 

cn incomes we!! below the poverty level. 

Given lhe lack of training dollars and the shorHerm nature of the subsidized job programs, heads 

of households participating In the program are ii>i.e*y to remain in substandard emp!oylY'ent posi:ions 

throughout their tenure in W·2, and no plan is in place lor tranSition to private employment once 

participants have reacred the lime limit for participation in W-2. 
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W~2 (Wis(onsl:t Works): An Amlysis of! rnpact ~;n FalniJics :lnd Children 

2:' W-2 Threatens FS~ily"Si~bi~itY in ~ow-In~ome Com,mll~ities~ ,. ;::~ 
. '. ".." .-. ,,' " .'. ~ -.', 

Governor Thompson proposes to place slgnihcant value on the family, Wisconsin's Parental and 

Family Responsibilily Program (Brldetare) was designed 10 enhance the IWQ-parent family 

structure among tow-income people, Many state pollcymakcrs have testified. in public hearings on 

W-2 that the program will eliminate the need for public assistance by creating the conditions lor 

people to: build self-esleem through employment, maintain a mafltal bonet and reduce the factors 

ihat ie-ad to POVlHty and family dissolution. Whi:e tr,is a laudable goal. da:a indicates Ihat W-2 

may 'n ~act have the opposite ellect on families already struggling to maintain physical and 

emotional siability. 

Based on the f:ndings of previous s1udj~S, it is probable that the additional economic deprivalion 

inherent in Ihe Implememation of W-2 will lead to greater family problems, increased incidence of 

negieci and abuse and heightened risk of necessary in!e~ve"tion by Child Protective Services. In 

a'ddiHon, cuLs in grant amounts for kinship care, subsidies tOt disabled parents and mandated 

work lor parents of special needs children will threaten the tenuous stabWty of fragile households 

already overwhelmed by economic, social and physical pressures. 

The W·2 proposal will increase risk of family dissolution by: 

• reducing family income lor participating families already living at or below poverty, 

• eliminating income and supparl service resources for families where parents are not 

included in the W-2 system. 

• reducing SUPPOrlS for disabled paren!s and family caretakers who are already facing significant 

barriers 10 maintaining household stability" 

removing parents 01 special needs children from the home and creating Ihe need fO'r expensive 

and spec1a!ized care programs for the children they leave at ~lOme. 

The following presents an analysis of eaCll of these riSK factors in some detai!. 

Relationship between Poverty and Child Abuse/Neglect 

Under the new W-2 system, approximately 15.403 households will okperience a drop in income. 

At CurrMllevels, AFOC families with no etrer sources of income are weH below poverty leve!. A 

reduction in income under W-2 wit! make thousands oj families: destitute. Child neglect IS Slrongly 

correlatcd with poverty, Children in families will; incomes below $15,000 are five times more likely to 

have been abused or neglected than children in families wiih incomes over $15,QOO,(I Child neglect 

f8;)orts account for approximately 50% oj all reoor:s 10 Chile PrOlecrve Services ,n Wisconsin.<l 
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80th ;he Nalionallncidtl,nce Studies anCl the American Humane Association surveys 

reveal a dramatic lunneling effect in regard to income, with poorest chilaren being at 

greatest risk of child abuse and neglect and the wealthiest children being alleast risk. 

This funneling effect is very fine tuned. The AHA data. for example, revealed a perfect 

inverse relationship between income brackel and the percentage of validated reports 

an inco~e bracket accounted for, moving up the income scale througn a dozen 

brackets, most of which were not more than $2.000 to $3,000 in width. SuCh a finding 

would be truly difficv1t to explain in terms of personal biases in the identification and 

reporting of child abuse and nog~ect.f 

Witllthe turlher loss of income probable under W·2, local social service providers are predicting 

thai a suostantial number of parenls will 00 unable to meet the most basic needs of their children. 

Accord' ng to Wisconsin State law, children cannol be removed from lhe home for reasons of 

poverty alone; but the inability to provide shelter, heal or lood to children is grounds for remova: 

{rom tile home. Slate policymakers have already linked the implementation of W~2 to the 

possibility of mQre interventions. The Financial and Employment Planners would be exp~ted to 

monilor ihe family and ~fefer child neglect cases to social services should the family situation 

aelericrate,"~ according 10 Jean Rogers, Director of Wisconsin Department of Health and Human 

Services. Adminislrators from Milwaukee County Children's Court and Milwaukee County 

Department ot Socia! Services are already anticipating an increase in the number of Children 

referred 10 Child Protective Services due to the inability of parents 10 meel basic needs. 

W·2; Loss 01 Income and Services Among High~Rjsk Families 

While more than 15,000 families face a subslantial (eduction in income under W-2. up to 8,000 


families face the possibility 01 losing all financia!"aid, Food Stamps and Medicaid benetits due to 


program non~compllance. These are families who wi!! be ~sanctioned~ (denied benefils) for (ailure 


]0 comply with W,2 regulations, Sanctions will be imposed for the following reasons:' 


~} recipient's chilc.ren do not alieno school; 


2) rccipienl refuses 10 pariicipate three limes in any W~2 employment position; and, 


3) tec:pient refuses to cooperate wilh the eSlablishment oj a child SUPPO!! order, 


The Slale has projected a 3.5% sanchon rate under W-2, The sanction level is saId to be "based 


ali sanction experIence of the current Learnfate, JOBS and child support programs,"\.1 However, a 


3.5%, sanction rate is not consistent w:th curren! and recent non-compJiance rates in the JOBS, 


Learnfare or Gene~aJ ASSistance programs. 
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1. 	 15% 01 General Assistance recipients were denied checks lor not working.v 

2. 	 Sanctions for the Leamfare program during the first two years of study by the Employment 

and Training Institute show a sanction range from 15·83%.'" Subsequent evaluations of 

Learnfare by the LegIslative Audit Bureau reveal sanction rates between 16 and 59% 

3. 	 JOBS sanctions are currently at 14% in Milwaukee Counly.Y 

Cucrently 26% ot Wisconsin female AFDC recipients are listed as ~mandatory, but not 

participating" in the JOBS program. Another 36% ate exempt lor child care reasons and 20"'/(1 are 

exempt to' other reasons, I This totals 820::/" o11ema~e AFDC recipients in Wisconsin who are not 

participating now in work requirements. Since 1he program rufes under W-2 wi!! require work for 

all participants. it is very likely thallhe sanction rate would be higher. Below are projections for 

1he numbor 01 children at-risk based on a range of potentia! sanction rates. 

Table 3 


Number of Children Atlecled Under Different Sanclion ProjectIons 


Percent Sanctioned Number of Cases Number of Children 

3.5% 	 1.879 4.1,33 


5% 	 2.685 5.907 

7% 	 3.759 8.269 


10-;>/" 	 5.370 11.814 


15% 	 8.055 17.721 


These- estimates show the potenlial number 01 lamlUes who could experience not only a loss of 

income through sanctions, bul denial of access tl1 Food Stamps, Medical Care and other servIces 

tied 10 W·2 participation as welL The resulting Impact on children is either sustained deprivation 

within the family Or removal of the Children trom the home to slate cus!od~\ 

Increased Budget Impact 01 Out·of~Home Care 

• 
A conservative increase 01 predicled sanctions at 5% would leave 5,907 children at risk ot 
needing Child Protective Services. If eve') 20~·-;' 01 these at-risk children were removed from the 

home for neglect, 1,181 more children would need substitute care. This is a 15% increase over 

the current number of children in out~ol·home care. 
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'If W-2 in any way contributes to an increase in the number 01 children in out-o'~home care, the 

costs associated with the plan will be much higher than under the current system. The costs tor 

substitute care options arc compared 101M costs for the current AFDC caseload below. The data 

clearly shows that increasi~g the use o' substilJ!e cafe arrangements for Wisconsin children 

would not be cost-eUocHve, 

Tabre 4 

Oul-ol·Home Care lor Children in Wisconsin in 199211:1 

Type of Care Annual per capita cost Number Children in Care 

Kinship Care 
ip1oposw If\ W,2) 

$2,580 9,700 

Foster Homes $5,475 9,075 

Group Homes $31,390 1.325 

Child Caring Inst!lulions 

AFDC 

$46,607 

$1.860 

1.575 

222.453101al persons 

Families Excluded from Wv2 

Over and above the incidence 01 noncompliance by heads of households, there exiSiS another 

group of recipients who are at-risk of befng "excluded" irom Ihe program because they ate not 

cost~effective in the placement system. These clients, who may have limited intellectual capacity, 

emotional problems or an alcohol or drug problem, will be difficult to place in employment sites, 

require long periods of case management and become a financial liability to W-2 agencies, who 

will bo paid according to "per/ofrr.arce-based incentives established by the department by rule." 

These heads 01 households, already marginal in their capacity to maintain homes. could be 

waived out althO' W·2 caseload lor anything from an anilude problem 10 a misunderstanding of 

instruclions" The W~2 plan gives the agencies authority over these decisions, bb The results of the 

pay-!or·perlormance job placement design of W-2 may well be more fam;!ics who are left without 

resources. This ~UrHecorded" population of households will have no recourse for aict Without a 

safety nel to accommodate them, they represenl an additional group aHisk for child deprivation. 

neglect and abuse that would need interventio:! by Child Protective Services. 
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Oetrimentallmpact of W~2 on Fragile Families 

Thore arG three calcgorios 01 families that are especially vulnerable in the face of W·2 regulatory 

changes: kinship care families, households headed by disabled adults and families with special needs 

children. Although adults receiving S$I and the non-legally responsible relatives 01 AFDC children 

are not expected to work under W·2, the plan wi!! have a negative effoct on their economic situation. 

KinshiQ Care Families 

Kinship cate is a type of loster care for children taken oul of the birth home for reasons of neglect 

Of abuse and then placed with relatives, of~en.grandmothers" There are 5,600 kinship care 

households lr1 Wisconsin. carir,g for 9,700 children. Kinship care has provided a safet), valve for 

tro Child Pro~cctive Services sys~em. With an increasing shortage of regula~ los:er homes, 

protective 'service caseworkers have .colT'e 10 rely on placements with relatives. 

Under W·2. financial SuppOl't for kinship care is reduced 'rom standard AFOC payments 10 $215 

per f'lonth, The reduction in funding could affect Ihe stability of the caretaKing arrangement. A 

recant article which compares kinship fosier care 10 regUlar loslel' Cilre nateU that kmship 

caregivers are generally "an older population and one heavily represented by single women of 

color who are struggling themselves with Ifmlted incomes, w;e The article also noted Ihat ~over 

four-fifths of both kinship fosler parents and foster parents used their own money, above and 

beyo~d payments, for UlO cl-tildren in their care:dJ 

Often. the kinship care arrangement is a voluntary olle, in which Ihe child is removed from the 

home by a proteclive service worker and placed with a relative, (f the relative agrees to keep the 

child and the parenl(s) agrees to the arrangement, then Children's Court is kept out of the 

arrangement lhe,?,e voluntary placements save money and staff time in both the Department oj 

Socia! Services and in the court It is possible that a reduction in the income available to kinship 

caregivers would discourage them from laking on that added responsibility. and would mean that 

more children would be in need of regular fosier homes. 

SURplemeota! Security Income Famm~ 

There are 5.400 families where the parent is disabled and receiving Supplemental Security 

l'lccme (S51) payments. The standard payment for a pare»! receiving SSI is $541. Under the W·2, 

program, the 12,000 cn;ldren in these households wllo had previous!y received regu!ar AFDC 

payments will seC their mom'nl, subsidies drop to $77 per child. For a family with mOf(! than 1wo 

children, the drop in monthly income will be approximately $300 pet month."'''' 

• 
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In addition. there are an estimated 600 special needs children in Wisconsin who receive 

, Supplemenlal Security Income payments whose families also receive AFDC fOf siblings or for a 

caretaking parent These parents have been exempt from AFOC work requirements so that they 

can care fOr their chlldn)n. The majorily at thase children are mentally retarded, others have 

debililaiing diseases and some are bfimt If these patents are subject to work requirements under' 

W-2, this wm result in Ihe need to fund costly childcare arrangements to accommodate Ihe 

children's spedal needs,lI Or, allernalrve!y, families could be denied income and service 

assistance if parents don'j work and are then sanctioned under the W-2 sYStem 

Summary 

W·2 In i:s CJHent form will have a negative impact on more than 25"/" of parHcipating households, 

which will threaten family stability and the well-being of children and the disabled. There IS an 

increased risk of family problems fOoled in financial deprivation af'ld stress that will likely lead 10 

greater incidence of child neglect. abuse and family disintegration. Findings leading 10 this 

conclusion are: 

Studies show that Ihere is an inverse relationship between income and incidence of child 


abuse. The raducHen in income in over 15.000 homes generated by WM2 is predicted to 


increase cases of ch:ld neglect and abuse. 


Between 4,100 and 5,975 Children will be at high-risk for neglecl given lhe removal of all 


income and service benefits lor the 3.5% to 5% of families expected 10 be sanctioned for 


nOn-co.l1pliance with W-2 regulations . 


• 	The cost of OUH:;f-home care for chifdren removed from the home will range from 135"'/.,.

2500"/", higher [han AFDC, with foster cafe costing 300'% more than AFOC. 


In a signilicant number oj kinship care homes. families will experience a reduction in support, 

jeoparcizJng household :ncome stability and reducing home cam: resources lor Child Protective 

Service providers. 

The 5.400 families headed by disabled adults cadng for over 12,000 children will see a drop in 

child support from $249 per child to $77 pee child resulting in linancial hardsh;p for the most 

v:J~~erable of families. 
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CONCLUSION 


If the, goal of W-2 is to increase family self-sufficiency and strengthen family stability, ·the program 

is likely to fail. The analysis of state data indicates the following: 

In total, W-2 will leave more than 40% of its parents and children in a financially worsened 

situation, reducing income levels for 25% of the families. In addition, W-2 introduces stringent 

work requirements in environments lacking the basic supports for working parents. 

Criteria for family stability include the capacity of family h-eads to provide for the basic needs of 

dependents, the ability of caretakers to sustain secure supervision of young children and the 

long-term ability of the family to remain intact as a unit until children are mature and ready to 

form Iheir own families. 

Using these very fundamental criteria, W-2 will introduce severe economic insecurity into already 

impoverished households; increase stress on supervisory structures for children and heighten 

the probability of neglect and abuse incidents precipitating the potential removal of children 

from their homes. In addition, the program decreases incentives to family members who are 

laking care of children in need of protective custody by reducing some kinship care subsidies. 

By reducing assistance to households headed by disabled persons and introducing work 

requirements to families with special needs children, W-2 will add to the financial and functional 

burden facing families already at a severe disadvantage in this highly competitive society. 

These families will be shattered, not strengthened by the implementation of W-2. 

Notwithstanding the good intentions of the planners and proponents of W-2, the legislation must 

be thoroughly reviewed and restructured lest Wisconsin enact a policy that coutd be viewed as 

unwarranted and unusually cruel punishment for the most vulnerable of its citizens . 

• 
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Appendix 1 

County Number' of Children Projected % Increase 
AFDC Chlldren At, Risk Due Increase in Over Current 

10 W-2 OUI·ot-Home Foster Care 
SanClions Care Capacity 

(5%} 

Brown 4,375 216 44 25% 

Chlpoewa 1.235 62 12 50% 

Oat'.e: 6,418 321 64 14~tQ 

Eau Claire 2,622 131 26 40% 

Fend du Lac 1.387 69 14 20% 

Juneau 528 26 5 18'% 

Kenosha 4,108 235 41 22% 

'La Crosse 2,877 j44 29 23% 

Marjnette 839 42 a 40% 

Milwaukee 77,698 3,885 177 18% 

Racine 6,416 321 64 23% 

Rock 4,882 244 49 20% 

Sheboygan 1,653 83 11 22"/0 

Winnebago 2,470 123 25 20% 

This table uses a sanction rate of 5% for the W-2 program. It is estimated that 20% of chlldren in 

households withOut income due to sanctions will be in need oj protective service arrangements. 

The resulting irnpact on foster care capacity in Wisconsin is predicted fram these numbers. 
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Appendix 2 

Tota! Number of Persons in W·2 Families by Employment Category 

Family Size W·2 Transitions CS Jobs TdalJobs Unsubsidized 
Jobs 

Persons Persons Persons Persons 

1 1.383 2.765 553 821 


2 9,6'6 19,224 3,844 5,764 


3 10,557 21.105 4,230 6,327 

~ 8,060 16,108 3,219 4,828 

5 4,230 8.455 1,690 2,535 

6 2,580 5,154 1,032 1,548 

7 3,101 6,202 1,239 1,862 

Total 39,527 79,013 15,601 23,685 

Shaded cells show number of individuals experiencing a loss of Income under W~2 

Due to the disproportionate impact 01 W~2 cn larger families, a higher percentage of individuals 

will be in families with lower incomes. The negative impacl 01 W-2 will anect dependent Children 

the mosl. 

Lower Incomes 
Under 
W'2 

Higher Incomes 
Onder 
W,2 

t:ami!ics 28"'/", 72% 

Individuals 43% 57% 
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Notes 
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1>. ibid, page 2. 
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tl, ibid, page 1·2, 

W-2 TransiHons annual income: $2.98 per hour x 2,000 hours per year. 

Community Service Jobs annual income: $3.19 per hour ); 2.000 hours per year. 

Trial Jobs annual income: $4.25 per hour x 2,000 hours per year. 

Monthly incomes are calculated by dividing by 12, 
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