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AMERICA WORKS.

Friday, September 26, 1997

The Honorable Alexis Herman
U.S. Department of Labor

200 Constitution Avenue, N.W.
Room S. 2018

Washington, D.C. 20210

Dear Madam Secretary:

L am in receipt of your Draft Interim Planning Guidance for the Welfare-To-Work Formula
Grants for Fiscal Year 1998. I liave a major concern. The Department of Labor is ¢ giving
up a tremendous opportunity to get private sector capital involved in welfare- to-work. The
guidelines limit private sector match to one third of all potential match. By limiting the
private sector's involvement, DOL is curbing creative uses of this funding by states. [ ask’
that you remedy this, and influence the reoulat\ons to allow for unlimited private sector
match.

| mm——

No doubt, states and cities will be coming up with creative ideas to leverage Welfare-To-
Work Grants funding, as they begin to submit plans to DOL during the coming months.
One innovative idea that some State Welfare and Labor Administrators, with whom I have
spoken, have been excited about, is using America Works as a mechanism for governments
looking for ways to come up with matchma funds.

America Works is prepared to put up the required matching funds for the new grant dollars’
coming to states. I am sure other intermediary organizations will do the same thing. As
such, the benefits to governments would be that general state tax revenue would not be
needed to support America Works Welfare-To-Work efforts around the country, and it
would encourage states to draw down more of their match than they may do otherwise.

[ hope that you are able to insure that pnivate sector matchmv funds will be allowable up to
100% if a state so chooses. If you have any questions reoardmo this matter, please contact
me at (212) 244-5627 extenston 125.

Sincerel}x

S e

Peter Cove
Founder

cc: Bruce Reed
LeslieLoble
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Mr. Bruce Reed
~ The White House
"+ Domestic Policy Council
Second Floor/West Wing
Washington, D.C. 20500

Dear Bruce:

We want to ask your help in arranging a meeting with the White House and HHS
officials to resolve some problems in the implementation.of welfare reform in .
New York. We believe the success of welfare reform in the countw could be
endangered if these pohczes are adopted in other cities. |

America Works has been in the forefront of proposmg policies that limit up-
front training and education. Therefore we are in support of the bill's intent to ;
move people quickly from welfare to work, by-passing the farled training and.
-education strategies of the past. We also believe that for those who can not -
access private employment, -a workfare experrence can provide a trammg and
orlentatlon to work. ‘

In New York City, however, the program emphasizes workfare at the expense
of private sector jobs. The policy is that everyone called is assigned to .
workfare for six or more months. If they do not leave the rolls for failure to "
attend they are sent to a job search program for four weeks. If they do not ;
find employment in four weeks they are sent back to workfare (some cango

to literacy or GED). : : :

We have been toId that this strategy reduces the rolis and that this is the goal

" not necessarily employment. All of this has given those on the left ample '
ammunition to discredit workfare and is the rmpetus for the union problems o
Wthh are emergmg : :

City and State 'officials maintain that they are only allowed these activities as
defined by HHS. There is a lifetime limit for job search of six weeks they say
and the only other allowable activity is-at least 20 hours a week of workfare.
In addition, there is 20% maximurn allowed for training activities. We have

America Works of New York, Inc.. 575 8th Avem;e.}éth Floor. New Yark NY 1001R8 210 244.00REG (54777 EAY (9179 244.5478



" The Administration needs to take a close look at the relatlonshlp between
“workfare and welfare to work.” A doctrinaire reliance on workfare as the first:
strike in welfare to work will fail to move many people into self sustaining

¢
H

explained that it takes us on average three-four months to get a person a job.

But once they have secured one, they are off welfare-unlike workfare where the
welfare grant is still given. -

employment. 'In Albany, New York , we werk with half time workfare and half .
time. America Works, a mode! which fexlbly allows people to get jobs in ‘the :
private sector quickly. It also allows people to be referred to us first. If a JobV
is possible in the private sector,-this siphons off many that would have

otherwise been put routlnely into a workfare asssgnment N

W|II you set up-a meetmg to discuss this 1ssue? We feel we mught shed some . -
light on very real practical problems. This may help HHS to provide guidelines -
that maintain the integrity of the Law and encourage prlvate sector work.. -

Sincerely, = ' | . N :
Lee Bowes - Peter Cove, -
CEOQ - . S Founder.

cc: LynHogan -
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- America Wérks Cover Sheet -
Ph. (212) 244-5627

'Dﬂjte: 5/8/9
Pgges: 4% 8
To: Bruce Reed
c/o Kathy Mays
Fax Phoné:: 202-456-5542
From: - Richard Greenwéld »
SUbﬁect: - Meeting on May 14th With

. Amerj ca Works

. Thank you fbr making some time for Peter Cove on Wednesday the
. 14th at 11:00. Depending on your time constraints, the following are
the issues that we would like to discuss with you:

-+ How Ameﬁca Works is able to assist the White: Houée and Federal
- Agencxes with screening and supportlng prospectwe workers who are A
receiving publsc assistance

« Our thougllxts and ideas regarding the Welfare To Work organization
that Eli Segal is running

‘The concer‘ns we have about States favoring public jobs over pnvate
sector jobs (see attached letter)

» Finally, the joint venture project that the Tampa Housing Authomy
and Amencﬁ Works are proposmg (see attached Ietter)

Thanks for Qour help.

Peter Cove
-DOB 09/07/40
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AMERICA WORKS

Thirsday, March 20th, 1997
! |

Mr. Bruce Reed
The White House

Domestic Policy Council

Sec¢ond Floor/West Wing
Waghington, D.C. 20500

Degr Bruce:
! ]

We want to ask your help in arranging a meeting with the White House and HHS

officials to reéo lve some problems in the implementation of welfare reform in
New York. We believe the success of welfare reform in the country could be
endlangered m these policies are adopted in other cities.

Arﬂenca Worbis has been in the forefront of proposmg policies that limit up-
front training- 'and education. Therefore we are in support of the bill's intent to
move people butckly from welfare to work, by-passing the failed training and
education strategies of the past. We also believe that for those who can not
access privaté employment, a workfare experience can provide a training and:

onentation td work.

In New York (flty, however, the program emphasizes workfare at the expense
of private sedtor jobs. The policy is that everyone called is assigned to
workfare for éxx or more months. If they do not leave the rolls for failure to
attend they dre sent to a job search program for four weeks. if they do not .

find employment in four weeks they are sent back to workfare (some can go
to hteracy or GED) . :

We have been told that this strategy reduces the rolls and that this is the goal,
not necessarily employment. All of this has given those on the left ample
ammunition to discredit workfare and is the impetus for the union problems
wh;hh are emerging.

City and State officials maintain that they are only allowed these activities as
defined by HHS. There is a lifetime limit for job search of six weeks they say
and the only mher allowable activity is at least 20 hours a week of workfare.
In addztion there is 2096 maximum allowed for training activities. We have

5
|
prica Works of New York, lnk, 575 Bth Avenue, 14th Floor, New York, NY 10018 (212) 244-{OBS (5627)  FAX (217 244

-h62R
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explained tha{ it takes us on average three-four months to get a person a job.
But once they' have secured one, they are off welfare-unlike workfare where the
welfare grant'is still given. ,

The Adm‘nistr‘*ation needs to take a close look at the relationship between
workfare and’ weifare to work. A doctrinaire reliance on workfare as the first
strike in welfare to work will fail to.move many people into self sustaining
employment. 'in Albany, New York , we work with half time workfare and half
time America'Works, a model which flexibly allows people to get jobs in the
private sectof quickly. It also allows people to be referred to us first. If a job
is possible in'the private sector, this siphons off many that would have
otherwise been put routinely into a workfare assi gnment

Wilt you set u_p a meeting to dsscuss this issue? We feel we might shed some
light on very real practical problems. This may help HHS to provide guidelines
that maintain'the integrity of the Law and encourage private sector work.

'
!

Sin&cerely,
Led Bowes, f Peter Cove,
CEO j Founder

ce: Lyn Hogaﬁ

i
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| AMERICA WORKS

Weéjnesday, January 22, 1997

,Anc‘rew Cuomp, Secretary
U.S. Departm nt of Housing & Urban Development
451 7th, SW
Wa?hington, .C. 20410
|

,RE: NATIONAL MODEL FOR WELFARE TO WORK

|
. Dedr Secretary Cuomo:
]

g ‘
Codgratulations on your new appointment! The President made a terrific choice.
As well, congrats in receiving the innovation award. You deserved it.

You shouid have received a letter dated January 17, 1997, from Ricardo -
Gilmore, the General Counsel to the Housing Authority of the City of Tampa
(THA), regarding a partnership effort that THA is undertaking with America
Works (AW). If successful, this novel and intriguing idea of a public/private
partnershlp c?uld be a model for entrepreneurial Housing Authorities across the
natqon | _ ’

Over New YeaL‘s at the the Renaissance Weekend, President Clinton told me
that America Works should be in every city the U.S. Supporting the initiative
that THA is proposing, certainly would help to begin to move to action the

Prefsident's thoughts.

Thdnk you for considering our request. Best wishes in the New Year and in
you(r new pos+|on

cc: Arthur Milligan Jr., Executive Director of THA
Ricardo Gilmore, Esq., General Counsef to THA

]
3

erica Works of k’ew York, Inc., 575 8th Avenuc, 14th Floor, New York, NY 10018  (212) 244-JOBS (D627)  FAX (21D) 244? h628
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ONE BARNETT PLAZA * 101 £, KENNEDY BOULEVARD ¢ SUITE 3200 « TAMPA, FLORIDA 31602 » (813) Z4-9000 « $AY (813) 231011

; DAVID 1. TONG
; i '

january 24, 1997 l
|
i
I

Mr. Andrew C uotno

Segretary g

us Department of Housing
end Urban quﬁopmem

451 7" Street $.\V.

Room 10139 !

Washington, D.d. 20410

RE:  AMERICA WORKS OF NEW YORK. INC. - HOUSING ALTHORITY OF THE CITY OF
mek PARTNERSHIP EFFOR1 IN FLORIDA

Delur Secrotary LsuomO'

Plezse be ndvmﬁ that this law firm serves a4 the General Counsel o the Housing Authonty o the City of
Tampa (* fHA") This letter is 10 inform vou thar America Works of New York. Inc (“AW™) ard THA have
begun to form .1 public/private partpership (o provide 3 comprehensive program o aid welti re recipients
residing in !}M v public housing complenes pnmaﬂlv in exiting the welifare rolls of Florida and gaining
meaningfii and continuaus employment. 1t is /M4 s and A W'y mutual desire tn use some 1S Department
of Haysing and l;rhan Oevelopment (“//1/17) funding to help accomplish this worthwhile and necessary
goal, We are rqquesmg that you designate an approprigte AU executive staff member 1o lelp us wark
~ through the logistics of how such avaitahie # (/1) Runding might ne used for this purpose. This assiszance i
vital dus 1o the ihnovative public/private partnership Arantamant we are Broposing.
|
Ag the Clinton administration prepares For s secand term, there is a need far people to rivain cainful
employment. The welfare reform initiative mipactd greatly on many residents of pubiic houing. and the
future course of public kousing in the nagior. Potentiaily, our publiv/private pannershxp projec: could serve
85 @ rgtional mbdel for success, cspecially relative to public housing authontics ecross the nation This
partnership could accomplish this objective by illustrating how 3 public/private partnership ¢zt provide an
nnovarive smmion 10 welfare ref‘orm '

THA is 3 }N;h perfarming housing authonty which has been a M1/1) recognized imnovatn of resident
nidative and c-npowermem proxrams, as weil 2y g leading housing authority in entreprencunial and
aguressive endcuvors For the past several years under the guidance and directorship of Mr Audiey Evans,
and nisw under the dircctorshi ip of Mr. Arthur Milligar, Jr | fomnerly the Executive Director of the Winstor-
Salam North ('a“ohna Housing Authorry (itsel an mnovatwc and progressive houging authory in its own
nght), THA h.n gone from being a troubled housing suthority 10 an industry leader  THA4 designed and
implemented the highly suceesstul Resident Enterprise Assistance Program ("R E.AP ™), whic~ now serves
at a nationg] model for similar publie housing resident initistive programs across the count v /M4 has
alrendy aunnable the experise. repittion, siafY, faciinies and Hf ‘D ane mumcoal presence 1o partner with

(
!
{
i
H
!
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M!‘: Andrew Cuorns
lenyary 14, 1997
. PogeVwe '

l
AW 10 acwmphsb the objectives of this public/privite parinership in Florida. 1 have tzker the liberty 1o
euc}ose an an.mm, repont from M4 for yaur convenience and edification.
AW iz a poiv m:‘y' owrned for-profit corporation that places people on welfare in private sector jous. 40 has
ans hundred pgr(\,qL (100%) performance-based contracts with Lhe slates ip which they are Jozated, most
notable of which is Mew York state, thac ensure successful outcomes  Thyough the efforts of 2 W, private
segtor emp;ovcd gain the benefit of vase of hinng and the commitment of AW s suppoa to ths employee.
The Government gains the benefit of a guaranteed retumn on its investment becausc A only ge's paid once
someone is in a job and off the welfare rolls. The welfare recipient zains the henefit of a job, th yupport of
AW 10 acquire *,iul s to keep the job long term, and self esteem. Last but certainly not least ‘he taxpaver
sa\res mongy. 1 Have taken the liberty to enciose 3 brochuy.e t‘mm AW for your convenience and ¢ jification.

|
Approximately {")ne Millior. Ninety-eight Thousand Dollars ($) .098,000.00) of AU funding durzng the first
veor of our pyblic/private partnership could sffectively place approxmately two hundred (300) weltare
recipiests into fall time jobs,  Thosu recipierts could ither get intu & position 0 exit public housing or
provide the housing authurity with higher renss based on increased incumes if they remained. It 13 virtually a
win-win sm.xa!!”n Once we have rccewcd gssistance from your desigres, available office spacs 2nd partial
staffing of IHA would be used immediately, and within two {2) momh of start-up, the partnersi i would be
placing welfare recipients in jobs. During the next two (2) years the parnershin projects that it could
expand 10 thre«.'jhundrcd (300} o' five hundred (300) placemenss per yesr,

1774 arnd 41 ﬁmwex hope-that you louk upon this venture faverably  Time iy of the cssence and both
1M and AW dre ready, willing, able and eager to pmcu.d We await your ar your designee’s umely
ré¢sponse. Thadk you for your time and eonsideratio

Sinuerely,

snclosures |
: -
|
g, A Miligaa, Ir.. Cracutive Dirsclar of 754, wio enclosures
R Grjpenwnld AW, wlo e wlosures '
K. Nfbrchmam Assistan: Secraary. Public and Ind'an Housing, #1/0), w/o enclosures

G Cusar, Depury Assistant Secretary, Office of Community Relations, A1/, wio enci isures

i
Ithaawsgarielty dos08 Gemisdoes#a-green-vorbatin)

i
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+ There is never the same accountabrlrty from publlc employment programs that
emptoyers get from a pnvate placement firm.

Tax Incentives Like The TJTC Are Not Effective

The TJTC is unsuccessful - '

* It is virtually impossible to rdentrfy who is a welfare recuprent durrng the hlrmg
process.

« .Processing the TJTC is done after an employee starts with a company.

+ The paper work is too intensive to make it worth the employer s time.

Pay For Trafnrng After P!acement '

The employers biggest need in hiring welfare recipients is for an intermediary
organizations to certify a person for a job. Employers want to ensure that the
person they are hiring have the skills that fit their business environment. Once
placed in a job, a voucher could be given to the employee or the employer for
- moré training to upgrade their skills. Or, the voucher given to the employer
directly to pay for needed training within the company

Mentorrng Programs Are Successful

Programs like the Police Athletic League, Project Match, Busmess Improvement
District (BID), and America Works provide post placement support on the job
site . These placements succeed because the employee receives intervention
and job counseling. The counseling on the job may be critical to success. ‘
‘Employers need a qualified match for their jobs and a mentorlng follow up
service that will mcrease the likelihood of retention..

Accountability ' ‘ -
Businesses are accountable for.the products and servuces they provide. They
resent government programs that place. people in jobs who are on welfare who
are not held to the same level of accountability. Programs such as BID are |
accountable to the businesses in the Times Square district which fund it. Thus,
as David Osborne contends, the émployer is treated as a customer. Beyond
government job development programs being held accountable, businesses
believe that welfare departments ought to be accountable for getting people off -
' welfare ‘ :

B: ecommengatlons to Congress to help emgloyers gredentlalrze prospective -

employees, have access to post placement support, and have rncenttves to
facilitate upward mobility of their employees once in a job:

. Enlist the media in a large public service campalgn by promoting
-~ advocates, encouraging work and making employers and recipients
aware of services (govt. has never been a good marketer of their
services)
. Initiate a public awareness campaign about what welfare to work
S programs are successful and why - ,
. Inject competition into the: welfare reform dlscussron




*

. Create incentives for a market of intermediary organizations to
. connect welfare recipients to jobs (particularly since most private
organizations do not work well with public ones)
Make a job pay better than welfare
“Support Senator Moynihan's idea for a welfare adwsory task
force (similar to the President's economic one) to
include private sector representatives

. Support work as a first strike to reduce welfa;e versus educatlon
_ and training -
e Enable post placement support because it is contagious - when

employers see America Works do it, they are lnﬂuenced to do it also
- Supplement training that employers prov:de :

C: Comments by other gamctgants mc!uded

Work Is A Function Of Opportunity

Why some programs work to get people in jobs and other do not have less to do

with who comes through the program and more because of what the program

offers. If program participants see potential for a job and mdependence there is

a greater likelihood they will be motivated to work versus participating in a
training program with no good track record of piacing people in jobs. Being

© seated with yellow pages and a tetephone does not look like an Opportumty to

- welfare recipients. This is common in Job Clubs. . .

Entfepreneunal Values '

- Organizations that are accountable have an incentive to be more effrcnent
America Works is trying to ensure retention, a large amount of its resources are
~going into finding a job for a candidate fast and even a larger amount into :
supporting its candidates in the job. Conversely, the motivation for some ;
government sponsored training is to drag out the training for as long as poss:ble

in order to maintain fundmg ,

Education Failures Should Not Be Synonymous With Welfare

Education and training.should not be lumped in with what ails welfare. Welfare
agencies should look at a variety of solutions when tackling welfare ensuring
_that no welfare recipient is left out. , .

B ln;ect Competition Into the Debate A '

Agencies need to have an incentive. ln;ected wrth a dose of competition from
the privaté sector they create the necessary incentives. Even if competition is
_scary for agencies (perhaps because job security is threatened), it is imperative

~as a catalyst. However, if you are going to change the welfare system, there
has to be resources for it. Any major agency restructuring and changes in the
delivery system have to be accompanied by resource assistance. Changing the
incentives for agencies from eligibility and audits to job placement and support
would be a major undertaking and-would need support. .
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Welfaré Motheré F ind Jobs
Are Easier to Get Than Hold

By JASON DePARLE
Special 10 The des Yors Times

- CHICAGO <~ Poor women
Jeave the welfare roils for jobs
much more often than was previ-
ously thought, but the low-paying
snd sometimes unattractive
work rarely provides s long-term
solution 1o dependence, accord-
ing to several recent studies.
Most of the women s00n Quit or
jose the jobs and retumn to the
welfare rolls. The reasons for
Jeaving work can be as varied as

economic  problems, like Jow -

wages or the loss of insurance,
and personal difficulties, like
drug sbuse or fights with bosses.

And at an. employment pro-
gram here .near Cabrini-Green,
" the vast housing project, many
women cite a complication rare-
ly noted In official debate: jeal-
ous interference or even physical
assault by boyfriends who felt
threatened by the prospect of
their independence.

The frequent cyclmg on and off
the rolls chailenges the common
percepion of a weifare mother
as & woman who has never
worked. And ft suggests thai Con-
gress (aces a doubly difficukt
challenge as it seeks to overhaul
the system — not simply getting
women into jobs, but keeping
them there.

The women at Project Match,
the employment program here,
can rece jong lists of jobs they
have won and Jost in bDetween
jengthy sojourns on public aid.

have Dbottled lotson,
changed hotel beds and worked
at'convenience stores. They have
- fried hot dogs at horse tracks and
cruised the aisles of catalogue

warehouses on roller-skates, ili-
ing customer orders. ’

Most of the women complained -

that the low-paying jobs left
them nearly as poor as they had
been on welfare, and in some
cases caused them (o Jose thelr
children's health insurance. But

. many also faulted themselves,

lamenting what they called their

bad attitudes or insufficient-—

drive.

The most extensive study of
welfare cycling comes from La.
Donna A. Pavetti, a researcher
st the Urban Institute in Wash-
ington. Ma. Pavetti found that 64
percent of the women coming on
the wellare rolls for the first time
left within two years. But more
than three-quarters of those who
left wellare eventually returned,
and 45 percent femmed within a
year.

The policy implications of Ms.

the dats make the case for plac-
ing strict yme limits on assist

ance. They say the cycling shows

that jobs are avallable but that

" welfare recipients lack the perse-

verance io keep them

But others cite the cycling phe-
pomenon to criticize ume hmuts.
They say it shows that the wom-
en are already motivated to work
but are thwaried by forcesibe-
yond their control. The'

. bolster employment, mese, ‘peo

ple say, is to offer heaith insur-
‘ance, child care, transportation

Continued on Page A, Column |

iy

4
Pavetti's work are up for grabs. . -

. Some people have argued thal

o

e

~ e




Continued From Page Al

andnaemhddlu.wmtjoubo-
come profitable,

Roslyn Hale, one Project Mntdl"

participant, can .sarve as & case

alternately lavite and diwourm-

public sympaiity. She worked as &
hotel maid in the nearby business
district for soveral years, she said,
but iost the job after & fight in which
she was accused of physically
threatening her supervisor,
She then got a checkout job at a

convenience stove, Bul it required -

her to work the overnight shift,
where drunks {rom a nearby bar

taunted her and one threatened her

at knife point. She left and found
work at another convenience store,
where she felt safer. But buainess
took & downturn, and Ms. Hale was

laid off. Now, at the age of 30, she Iy

again supporting her 4year-old son
on & grant of about 270 a month, -
along with food stamps. .

Sometimes Mo. Hale blames eco-
nomics for her problems. Al the
low-class jobs momy start for you at
minimum wage,” she said. And
sometimes she blames herself, “I
have an attitude,’" she admitted,

But most of all, she stresses that
simply landing a job is 0o guarantee

- of gaining a foothold on a middie-

class life. ] have worked, gotten on
ald, worked, gotten off aid,”” she said,
describing the pattern that prevalils
throughout her neighborhood.
Ms. Pavetd has refined much-pub-
ticized uudlu dqae by David T. Eli-
; Jo Bune, former’
\ ty professors who
now are Assisiint Secretaries at the
Departrent of Health and Human

s‘l‘I.

Tohd Burhanen b i"h Yok funes

. Sometimes, boyfnends or husbands keep women from staymg in jobs that ‘keep them off welfare. Vameasa
Williams of Chicago said she once quita job because her boyfs nend “‘used to come to the )ob and threaten me.’

Servlces o

- Mr. Ellwood and Ms. Bane found
less fluctuation than did Ms, Pavetti
because they used a differert data-

- base, one that recordcd whether a

person had received aid in'a given
year. Bul Ms. Pavetli examined
monih-by-month records and found
that women somectimes hopscotched
on and off assistance several times
in a year.

All lhree researchers studied the

" main Federal wellare program, Aid
“10- Families. With Dependent Chil-
dren, which now supports more than -

14 million peopic,

Ms. Pavetti’'s work has also un- -

earthed new information about why

women leave the rolls. The earlier
studies had estimated that of those
who left, only 21 percent did so be-
cause they found work, while 30 per-
cent left because they got married.

But Ms. Pavetli's study found that
work was by far the most common
reason for leaving the rolls, account-
ing for 48 percent of all exits. And
other recent studies, using different
data and time periods, hive come up
with even higher estimates.

Scholars generally uscd o divide |

welfare recipients into two catego-
ries, long-term and short. -term, but
Ms. Pavelti's work has led them to
discuss a large third group: cyclers.

Ms. Pavetti estimated that about

40percem of the women whobegana -

weifare spell went on to fit the cycler
cstegory. They collected chocks for
more than 24 of the next 60 months,
although their use of the system was
itermitient. By contrast, only (8
percent became long-lerm users,
ollecting checks continuously for
the five years that Ms. Pavetu cx-
smined. And 42 percent had short
fiays, using the system for less man
14 of the 60 months.

Ms. Pavetti noted that while long-
term users were & small percentage
of any group beginning & stay on
welfare, they accounted for about
two-thirds of the people on the rolls
at 8 given moment.

Still, Ms. Pavetti said, researd
have littie statistical basis for
ing the reasons that people lose
“We're only starting to under:
what causes people t@ move o1
ofl.’" she said.

Project Match has won a nat
reputation for following recip
after they get jobs, on the ass
tion that problems will arige.
ple don’t keep thelr first job,”
Toby Herr, the program’s dire

when researchers from b
western University examine
program, they found that 46 p<
of the women lost their firs
within six months and 71 perce
so within a year. Some of the re
the resecarchers noted are
commonly cited by advocates !

" poor, including a lack of child «

health insurance.

But they also found that lhv
en often lacked the social skil-
essary for work. Many of the :
resented the authority of s
sors, quarreled with co-worl
customers or failed (o reg
time. Ms. Herr adds to the lon
employment hurdles interfer
resentful boyfriends, some o
even follow the women to w:
threaten them. She said an o
of the welfare system wu
work unless it found ways
improve the employment of

“I’s the untold story,” :
“The men are not working.
don’t want the women feelin
They don’t want to think th
needed anymore.”

Sitting in the Project Ma:
Vanessa Williams agreed
Herr's theory, explaining
had lost a succession of job
of disasters with men. She
_she said, because the mar
living with’ was -using he:
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Suill, Ms. Pavertl said, researchers
have little statistical basis for judg-
ing the reasons that people lose jobs.
“We're only starting to understand
what causes people to move on and
off,”* she said. -

Project Match has won a hational
reputation for following recipients
. after they get jobs, on the assump-
- tion that problems will arise. *Peo-
ple don’t keep their first job,’* said
Toby Herr, the program's director.

When rescarchers from North-
western University examined the
program, they found that 46 percent
"of the women lost their first jobs
* within six months and 73 percent did
so within a year. Some of the reasons
the researchers noted are those
commonly cited by advocates for the
poor, including a lack of ¢hild care or
health insurance, - .

But they also found that the wom-
en often lacked the social skills nec-
essary for work. Many of the women
resented the authority of supervi-
~ sors, quarreled with co-workers. or
customers or f{ailed to report on
time. Ms. Herr adds to the long list of
_employment hurdles interference of

even follow the women to work and
threaten them. She said an overhaul
of the welfare system would not
work unless it found ways to also
tmprove the employment of men.

“1¢'s the untold story,” she said,
“*The men are not working, and they
don't want the women feeling better.
They don’t want (o think they’re not
needed anymore.”

" Sitting in the Project Match office,
Vanessa Williams agreed with Ms.
Herr's theory, explaining how she
had lost a succession of jobs because
of disasters with men. She quit once,
she said, because the man she was
- living: with was using her_absence’

resentful boyfricnds, some of whom

rd to Hold, Resedfch Sugge:sts |

trom the house to throw drug par-
ties, when he was su ed W be
baby-sitting. She left hMm, found a
new boyfriend and landed a job at an
automotive glass company that paid
$8.50 an hour. : -

But she saild her new boyfriend

"also began using drugs. When she

put him out by changing the lock, he
knocked down the door, then burned
it and beat her so badly that "I
thought | was dead.” Ms. Williams,
who is 34, said she quit working

“hecause he used to come to the job

‘and threaten me.” .

| Ofien, the women who leave jobs

‘do $so because they emcounter sev-

.eral problems at once. When Alesia
_Waits explained why she left her

telemarketing job, for instance, she
first stressed the loss of health insur-
ance. Her daughter injured hersel!
by dropping a radio on her toe, and
Ms. Waits, 26, found herself with a
$13L hospital bill. Reclaiming her
{nsurance by returning to welfare,
she said, “was a real relfef.””

But she also explained that she

~found the job dreary and the pay low,

at $5.25 an hour. . The men on the

', other end of the telephone would
" sometimes turn the conversation

from sales to sex. She got only two

.bathroom breaks every fivehour

shift, she said, and her supervisor
kept her under close watch. *1 be-
lieve she was prejudiced,’” she said.
. After another stay on. welfare, Ms.
waits is now back at work, earmning
$7.50 an hour at a racetrack conces-
sion stand, where she enjoys the

company of her customers and the .

other workers. The job offers health
insurance, and the government pro-
vides child care.

" “You have to like where you'rc
working at,”* she said. *"And like the
money. And have the benefits. And
gect a baby sitter. Then there's ne

- reason for you to go on welfare.”
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November 12

Peter Cove

America Works

704 Broadway : ' S
New York, N.Y. 10003 A _ . ' ‘

Dear Mr. Cove:

I wanted to pick up on our earlier communications concerning
welfare reform and the importance oF anOLVlng the prlvate ‘
sector. '

While this nation has employed a variety of devices to
encourage business interest in hiring welfare recipients, my
impression is that none of them have been terribly effective.
Grant diversion has never caught on with private firms, and the
targetted jobs tax credit has also had a troubled past. }
Accordingly, I am interested in flndlno out whether some othe
approach might be more successful.

To that end, I thought it mlght make sense to pull together
some private sector representatives to see whether they have any
ideas on the subject. Is there some way to make grant diversion
work? Does the whole notion of diverting the AFDC grant to the .
employer make sense from a business perspective? Are thers better,
ways to get businesses- lnterested’ : :

America Works has had conslderaole experience gettlng \
welfare recipients jobs with private firms, so I suspect you will
have a good idea as to who should be consulted. In any event, I
will follow your efforts closely, and look ‘orward to hearlnq
wuas. you fird out. .

My aide in the welfare area lS Paul Offner of the Finance
Committee staff. I would encourage you to contact him if you have
any questions about this.

Sincerely,

”)@Bynxhan
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PRIVATE SECTOR ROLE IN THE WELFARE REFORM DEBATE

: AGENDA . » i
October 24th, 1994 , o
Cooper Unlon 8chool of Humanltles :

11:00 a»-m- - 11-10 a.m.: .
WELCOME o ,
‘America Works; Peter Cove and. Lee Bowes
11:10 a.m. - 11:20 a.m.:
OPENING REMARKS AND INTRODUCTIONS 7
Paul Offner; Office of Senator Daniel Patrick Moynihan
11:20 a.m. - 12:30 p m.:
BUSINESS REPRESENTATIVES ' REMARKS
.Robert Schrank - Moderator
12:30 a.m. - 1:30 p;m.: (Lunch will be provided)
POLICY IMPLICATIONS
Robert Schrank - Moderator
1:30 p.m. - 2:30 p.m.:
| CONGRESSIONAL RECOMMENDATIONS AND NEXT STEPS
Robert Schrank - Moderator

CLOSING REMARKS ‘
“Paul Offner; Office of Senator Danlel Patrlck Moynihan



LIST OF ATTENDEES

BUSINESS REPRESENTATIVES .

ﬂvl.k  Amalqamated Life
‘ Thomas Thompson

Axel Freudmann
3.  ARAMARK -
‘Beth Chiaviello

212-539-5000

2. ' American International Group
212—770—7000‘

203 623 1233

New York

- New York >

New York

10. The Rockefeller Foundation
‘Julia Lopez '

212-869-8500

4.  Bank of Boston ‘Hartford
- Monica Marchese A203 727 5403 s ‘
- 5. - Bates USA . ' . New York
'~ Nancy Smith 'f212—297—?000 o
6. Brownstone Studio o New York
Ellen Flamholtz 212-883-1090 '
7., Grand Central Oyster Bar. : New York
. Jerry Brody 212~ 490 6650 , b
8. National Bank of Detroit Indianapolis
. " Robert A. O'Neil Jr.317-266- ?012 '
9. . Rosenman and Colin = . New York
- Larry Emerson : 212-940;8971
OTHER PARTICIPANTS
1. ,?Amerlca Works‘ » New York
"+ Lee Bowes - 212 244~ 5627 ‘ o
2. . . America Works - : New York
.., Peter Cove . 212 244- 5627 ' -
3. America Works Boston
' éAbe Levovitz = . 617 965~ 8875 - - ' '
4. :Manpower Demonstration Research Corgoratlon ‘New York
- Judy Gueron ' 212-532-3200 : o .
5. -Office of Senator Daniel Patrick. Mognlhan : Washington |
Paul Offner . 202-224-4515 - S
6. Progressive Policy Institute Washington .
. 'Will Marshall =~ 202-546-0007 !
7. Progressive Policy Institute Washington
- Lyn Hogan y 202-546—0007 ,
‘8. .Robert Schrank New York ,
o : 516-878-9590 ~ S
9. 'The New York Post/Cooper Union 'New York !
© Fred Siegel. 212-353-4105 . '
New York X

¢ s o e ¢ SR



AMECA ‘W‘RKS

NOTES AND RECOMMENDATIONS

The followrng is a summary of the October 24th meeting that Amerlca Works
sponsored to get private sector input on the welfare reform debate. The
discussion centered on job placement and development and what employers
thought would be helpful to them in hiring people on welfare. i

A: Comments by employers on hiring welfare recipients:

Employers are interested in programs that are grounded in some type of social
commitment to their communities; and of course feel that the best way they
“contribute to their communities is by providing jobs. The real question they
. pose to Congress is how can legrslatlon enable them to employ people who are
on welfare : _ :

Make Work Pay Work Is Better Than Welfare

Employers said they often encountered situations with employees transitioning
from welfare to either pay them off the books or cut their hours back because of
fear of losing housing or health insurance. Employers do not like that work to -
be percelved punmve (i.e. workfare)

Intermediary Organizations Are Helpful * o
Ultimately, what employers need are workers who fit the;r job requirements. |
Intermediary organizations such'as America Works are used as good human @
resource tools. What is wanted is credentializing and entrepreneurial .
- organizations that understand and value the needs of the employer like
America Works:. - :
-+ America Works acts as an rntermedlary
+ The employer develops a business relationship with America Works.
» The employer learns to rely on it to provide them with the quallfled employees.
e They have been screened to employers' standards.

~ Government Job Deve/opment Programs Do Not Work . 5
Government programs, such as those sponsored by the Department of Labor,
to get people jobs did not work. Businesses are leery of these programs. The .
general experience has been that the programs have mandatory hiring i
requirements that are unnatural to the way hiring is done in the business world:
« When employers work with these programs there is little follow-up wrth the

placements.
+ The placements are cut off from support and the employer needs are never
completely understood.
+ This lack of thoroughness has convinced empioyers that publrc organlzatlons
- do not know how to work with businesses.
».They do not create any standards for the welfare recipients to live up to

America Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018. (212) 244-JOBS (5627) FAX (212) 244-5628
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. AMERICA WORKS

DATE: JANUARY 30,1997
TO:BRUCE REED
FROM: PETER COVE -
RE: WAGE SUBSIDIES.

Two weeks ago The Rockefeller Foundation ran a session in
Washington to discuss the President’s wage subsidy proposals. There
were many mempers of the Administration in attendance, academics,
researchers, America Works and National Alliance for Business.

Larry Katz, opened with his paper on ixow wage subsidies worked in
a couple of programs This was countered by others claiming that TJ TC
was canceled because of more recent studies showing these approaches
didn’t work. There was a general consensus that the wage subsidies
should be used to help finance intermediaries. NAB and America Works
were in agreement that what businesses really want are prepared workers,
they’ll use the subsidies if it comes with qualified workers and if the
paperwork Is handled by others.

: When you write the wage subsidy legislation it would make sense it
includes language that allows intermediaries to share the wage subsidy
with the employer they are placing the person with (currently we do this
with the Work Opportunity Credit). This will allow for an investment by
intermediaries in resources to prepare and keep the person working.
Without this approach the new progam could go the way of TJTC.

Businesses will express interest in hiring welfare recipeints but will
have little experience in how to go about doing that. What this would
provide would be a financial resource and an incentive in the marketplace
for America Works and Project Chance type organizatians to assist
businesses.

cc: Lyn Hogan
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To: B;uéé Réed‘ ’ ~ ' - CUY
From: ! Petaxr Cova » '
Re: Pre31dent1al v151t

Theffollow1ng are two scenarlos for a Presidential

visit: _

1. WVvisit to Aﬁerica‘ﬂgfks (4 blocks from Library)
_—‘.”“-——m“

' The Preaident would be able to talk with welfare
rec;p;ents(up to 30-40) in their first week of work
preparation. Wa will alse pull in welfarae recipients
now worklng, some for years. These would all be
companies we have placed these welfare raecipients at.

As well, we will have atténd the CEO's of a number of
companmes that have hired welfare reclplents from us.

Advantages-qets to see lots ‘of welfare recxplents and
many CEO's. Gets to see A.W. 1n operation. ,

Disadvantagcs-=dods not sce wclfarc rec;plcnts working

Companles that could come: See Sample Cllent List sent
under separate fax.

2.,#V1sit to a company where America Works has welfare
recipients. This would probably be ‘at either Bank Of
New York, New York Unﬁvér31ty or Vlacom where Aramark
has food catering sites. Aramark is a huge customer of
ours. We have placed over 240 welfare reczplents at
their company. (Brucc- ome of their sites are
unionized, some no% I know NYU is unionized) .

Advantages—9r951dent hould see welfare rec1p1ents
: worklng N

Disadvantagés-Getting approvals for another site could
be difficult and time consuming. It might be hard to
get other CEO's to come.


http:approva.ls
http:AJ;a:ma.rk
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AMERICA WORKS

SAMPLE CLIENT LIST

- Amalgamated Life Insurance Company
American International Group
i Aramark Corporation
Archer Management Services

e  Barney's New York
L Bates U.S.A.
' Conde Nast

Continental Insurance
Corcoran Group
The Dreyfus Corporation
Gensler and Associates
. Health Insurance Plan
‘Kinko's |
Kronish Lieb
Marriott Corporation
- McGraw-Hill, Inc.
New York Health Plan
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~ October 18, 1996

Bruce Reed :
Deputy Assistant to the President
for Domestic Policy -
Room 216, Old Executive Office Building
Washington, DC 20500

Dear Mr. Reed:

I read with interest an article in The Wall Street Journal concerning America Works, a -
company that finds jobs for welfare recipients. The article quoted you as saying "America

Works is an important success story that we would like to duplicate elsewhere." We are

interested in ﬁnding out how we can go about doing just that here in Reno, Nevada.

My daughter and I own Career Choices, which is a placement agency that js also licensed
as a school. Currently we do vocational training in the clerical area as well as teaching job
search skills to help our students find employment Our classes are very short and designed
to teach practical office and job search skills in a short amount of time in order to get our
students placed quickly. We feel that with some modifications and additional staff we could
do something very similar to America Works.

My reason for writing to you is to see if you have any suggestions about how we might go
about providing this service in Nevada. If there is a contact we should make here in our
area, do you know who that might be? I would also be interested in making a contact wnth
America Works 1f you have their address and/or phone number.

Any suggestlons you might have for us would be greatly appreciaied.

Sincerely, /él%w : '
Z&/mz;burg d@/

" 625 Margravé Drive, #101 » Reno, Mevada 89502 » Fax: (702) 826-5559 « Phone: (702) 826-2555
T T .



AMERICA WORKS

Recently, America Works commissioned Dean Steve Cchen and Professor William Eimicke of
Columbia University to assess the true costs for government of America Works compared to

other job training programs with similar missions. The enclosed paper summarizes their
findings. ' |

What you will see as you read this paper is that when America Works is compared to a typical
JTPA provider and the Massachusetts Employment and Training (ET) Program, our mode! not
only is efficientbut it is cost etfective. The authors focused on outcomes not process.

The outcomes they measured involved former welfare recipients placed and retained in full time
jobs that induded health benefits. The results were that America Works costs about one-

fourth as much as a traditional JTPA provider, and nearly one-sixth the cost of
Massachusetts’' ET Program.

We have had a successful model for over twelve years, and we know that the best way for
government to get a return on its investment is to pay an organization only when a person on
welfare is placed in a job, retained in that job, and off of welfare. While there is still limited data
available that thoroughly examines the costs of welfare programs, MDRC and others concur
that the most effective and least costly way to move people from welfare to self sustaining

jobs is‘rapid connection to the labor market. That plus pay for performance have been the
hallmark of America Works' success.

2l B2

Peter Cove Lee Bowes
- Founder - Chief Executive Officer
Enclosure

America Works of New York, Inc., 575 8th Avenue, 14th Floor,. New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628
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- Thursday, July 20, 1995

Mr. Bruce Reed

Old Executive Office Building
Room 216s

Washington, D.C. 20501

Dear Bruce,

Thank you for your suggestion to approach Bruce Katz regarding our partnership with
LISC and Centers for New Horizons to develop an America Works in Chicago. So you
will know, | contacted Bruce Katz about the idea who passed us on to Joseph Shuldiner,
the Acting Chairperson of the Chicago Housing Authority, and Edwin Eisendrath, the
Secretary's Representative from HUD. We have a meeting planned next week to
discuss our proposal to move 1000 people a year from welfare-to-work (most of whom
live in HUD controlled public housing in Chicago's South Side).

Again, thank you. | will keep you posted as events develop.

Sincerely,

y

Peter Cove
Founder

America Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628 ‘
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Monday, March 13, 1995

Bruce Reed S
Deputy Assistant to the L
White House :

Old Executive Office Building
Room216

Washington, D.C. 20501

Dear Bruce,

Enclosed please find two documents we have put together which we feel are useful in the
. welfare reform debate. Beneath the rhetoric of the welfare debate, where welfare reform
- hits reality there exists fundamental issues which are not being addressed. Enclosed you
will find two brief papers discussing some of these issues. We will periodically be
- sending you similar papers on allied weifare topics.

: Sincerely,

~ Lee Bowes Peter Cove
- Chief Executive Founder

- Enclosure .

America Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628
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. SANCTIONING

PROBLEM

The welfare proposals call for cuttmg people off welfare for a number of
reasons. Sanctioning has been allowed under welfare laws for 30 years, however -
sanctioning or closing cases for cause is extremely dlfﬁcult This problem needs ‘
to be addressed in welfare reform. :

INTRODUCT. ION

‘Up until 1993, America Works had been in New York and Connecticut in areas
where participation in JOBS activities for welfare recipients were considered
voluntary. Therefore whenever someone decided not to take a job or go on an
interview or walked off a job without cause, they were allowed to without
repercussions. However when we entered Indianapolis, it was clear that there

- were significant problems. Despite a dropping unemployment rate the welfare
rolls were rising. It was the goal of the state welfare director to make ‘
participation in employment programs mandatory. Despite written and oral

directives to the county welfare staff he could not initially get them to comply.

We also opened an America Works office in Albany County in New York. In
this case we were told up-front they would use the service to mandate long term
recipients that had been on welfare for five years. Failure to show up for any of
 the services America Works offered would result in sanctioning.

_Although the threat of sanctioning was used and has been effective in getting
people to take and stay in jobs, even in this aggressive county it is clear under
the current laws sanctioning is almost impossible for AFDC.

BACKGROUND- Since the late 1960’s there has been a requirement in federal
welfare programs that employable women with children of a certain age are
required to participate in work related activities. Under the old law once the
youngest child turned six the mother was to be actively in an employment
related activity. Under the Family Support Act once the youngest child turned
three, and based upon a level of participation rate for the overall population, a
welfare recipient must participate or face sanctioning. In the five states we have
worked in, sanctioning has never been practiced. In part this is because there
are a number of steps of notice and appeal required by a caseworker and in the

......
\\\\\\\



end they only close the parent’s poirtion of the budget. In New York, a parent
looses only $77.00 a month. 92% of her assistance remains. This is because
other support, such as food stamps, rise when the grant is lowered making the
net loss for the recipient negligible. At the same time the governments savings
are non-existent. When you factor in the admmnstratwe costs to sanction, it
costs much more than it saves.

EXAMPLE

- - The following is an example of the process currently in place in Albany,
New York. '

Mary R. is sent to America Works for participation in the program. While at
the initial classes Mary makes it clear she will only accept her ideal job. Mary
is sent on a couple of interviews, fails to show-up for one and turns down a job
offer which would pay $7.00 an hour. When confronted about sanctioning she
tells the America Works staff person that she knows little can be done. Even if
she is sanctioned she knows how to get out of it and the small amount she looses
will not matter to her. :

A notice is sent to the welfare office regarding the case. The welfare office sends
a letter of conciliation (this is sent by the JOBS counselor). The welfare
recipient must come in or call within 14 days with an excuse. Excuses include,
lack of adequate day care, illness, transportation problems, the job being an

. unreasonable distance or that the job would result in a loss of net cash for the
family. Acceptance of the excuse is at the discretion of the counselor. Mary’s
excuses were not accepted by the counselor because America Works provnded
documentation.

If they fail to respond or the excuse is turned down then a ten day notice to
discontinue the parents portion of public assistance is sent. This can be
-mediated at that time by a department mediator. Once the ten day netice is

sent out the recipient can call for a Fair Hearing with the State. While waiting

for a Fair Hearing nothing can be done to a persons grant. (When we entered
New York City we-were told by a City Official to advise welfare recipients to
call for Fair Hearings whenever they got notices so nothing could happen to the
case.) A Fair Hearing takes 60-90days to get and can be rescheduled. . The
Hearing is with an administrative law judge. Their decisions are generally final.

In the case of Mary R. the judge ruled she should be sanctioned. The
‘administrative time to attend hearings, prepare documents, meet with Mary etc.
took ten hours. Here is what happened to her grant.

Before the sanction Mary received $536 plus $268 in food stam ps or $804 per
| month (not including other benefits she received). After the sanction she



received $431 plus $296 in Food Stamps or-$727 plus other benefits. She only
lost $77.00

* Albany County and other states do not keep data on sanctioningbut it is clearly

used very seldom and is too complicated to administer.

ISSUE

The regulations and laws regarding sanctioning are a combination of legislative
action and court decisions. Currently it is enormously difficult to close a case of
a recipient for cause. The time investment does not equal the cost savings.
Many welfare recipients know they can exhaust the case workers, use many
excuses and keep their case opened. One of the premises of the welfare reform
proposals is that if a welfare recipient fails to participate in a job or training
activity, they can be sanctioned. Current law will not allow that and in many
states it will require more than an act of congress to change the system. The
courts have legally mandated the government to provide these protections.
None of the current information on welfare reform appears to be addressmg this
issue.

NEXT STEPS

‘o Research areas that have stream-lined the sanctioning process.
¢ Find out what laws and regulations need to be changed to develop a
more effective system.

i
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AMERICA WORKS

"If I can state that I offered all welfare recipients the opportunity to have a private
sector job, and they chose not to attend or refused employment I would feel cutting
the welfare rolls on that basis is right and proper.” New York State Senator,
Michael J. Hoblock, Jr.

A ROLE FOR THE PRIVATE SECTOR IN PATAKI'S
- WELFARE REFORM STRATEGY

SUMMARY

America Works has been operating an initiative in the Tri-County
area which has the potential to save the government $27,975,000 in a
year's period of time.

INTRODUCTION

All welfare proposals are going to require welfare recipients to work.
America Works offers jobs for welfare recipients. This gives government
the opportunity to refer people for private sector jobs not costly training
or public jobs. If they don't participate they can be freely sanctioned. It is
thus possible to avoid the arguments this program is just punitive. It
makes the private sector the first avenue of opportunity for welfare
recipients.

The Governor's plan takes the necessary steps to begin to overhaul
the welfare system. There is, however, a role for the private sector in
employing recipients before the substantial costs of public sector
employment have to be absorbed. The savings in the model being
proposed come principally from the sanctioning. But in this case the
threat of sanction leads to jobs and reduced welfare expenditures not
expensive training or public service jobs. The costs of keeping someone in
a public job is anywhere from $5,000-$12,000. Would we not prefer to
put people into private jobs before we put them into public jobs? Public
jobs should be the fall back position.

The America Works model operating in Albany has used a
mandatory and sanctioning approach to participation which has led to
placing people into the private sector first. Public jobs are used as a back-
up if private employment is not possible.

THE MODEL

¢ The tri-county Capitol District began contracting with America
Works last April, 1994

¢ America Works opened an office and charged nothing to the local
areas until a welfare recipient took a job. Most of the payment comes after
the person has been working for 4 months with the final payment after



the person has worked for 7 months. (The State Department of Social

- Services has found that 83% are still off welfare after a year.)

¢ In Albany County the decision was made to make this a mandatory
program. All welfare recipients were called to the County facilities and
told failure to attend would result in sanctioning.

¢ After an orientation all people begin to attend classes for six weeks

to learn skills and be available for interviews. Failure to come on time and B
“absences will result in having a case sanctioned.

. ® Once offered a job, America Works provides counseling, child care,

.transportation assistance, and on the job training in conjunction with the

private employer. Again failure to take or keep a job without a legitimate
reason results in sanctioning.

¢ For any of those who are unable to be placed in a private sector
job, America Works will notify the county welfare office and a public slot
can be given for six months. At the conclusion of the six moths, the person
can be sent back to America Works for placement.

STATISTICS

To date America Works has placed 136 people into jobs. Only 35
have been billed to the state for a total cost of $162,000. The remaining
will be billed only when and if the person makes it to the fourth and the
seven month of working.

- The potential for those eligible for sanctioning is $27,975, OOO in
savings. (The current system does not allow an AFDC case to be fully
closed when a parent does not work. Also the recipients have a multitude
of appeal systems that are lengthy. For the purposes of this analysis it is
assumed cases will be able to be closed for failure to work.)
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370 LUEnfant Promenade, S.W.
- -Washington, D.C. 20447

oeT 31 1994 -~ ‘

Mr. Abraham ,.,evo\n.’t:'7

President .
America Works of New York, Inc.
1215 Chestnut Street

Newton Upper Falls, Massachusetts 02164

Dear Mr. Levovitz:

This is in response to your letter to Secretary Shalala
expre551ng concern about continuing rumors that America Works is
under investigation for possible embezzlement of Federal funds.
Your letter was referred to the Administration for Children and
Families which is responsible for admlnlsterlng the Aid to
Families with Dependent Children and| JOBS programs at the Federal
level. Let me assure you that Amerlca Works is not under
investigation. !

As you know, the Office of the Inspector General (OIG) at the
Department of Health and Human Services did receive ‘a complaint
alleging that America Works embezzled government ‘funds. The
Inspector General is required to investigate anylcomplaints it
receives. We have been informed by the 0OIG that there was an
initial lnvestlgatlon but it was dropped becausé there was no
basis to proceed. They anticipate no further actlon

I have informed appropriate HHS staff about the Inspector General-

" conclusion that there was no basis to proceed with.an:

investigation. I regret any difficulty this may have caused you.

ADMINISTRATION FOR CHILDREN AND FAMILIE
‘Oftice of the Assistant Secretary, Suite 600



Page 2 - Mr. Abraham Levovitz

Thank you for alerting us to this problem. Please let me know if
I can be of further assistance.

cc:

Sincereiy,
’ \%‘{“"( / L) }—-)—w“\w‘w—
Mary Jo Bane

Assistant Secretary
for Children and Families

S

Kenneth S. Apfel

Assistant Secretary

for Management and Budget

David T. Ellwood
Assistant Secretary
for Planning and Evaluation

June Gibbs Brown
Inspector General.

Mary Ann Higgins :
Regional Administrator
Region II

Lavinia Limon

Director
Office of Family Assistance
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AMERICA WORKS

Nov. 16, 1994
Bruce Reed
Deputy Assistant to the President for Domestic Policy
0ld Executive Office Building
Room 216
Washington, D.C.20201

Dear Bruce:

Watching Newt Gingrich on C-Span Monday I was floored to hear him
praise America Works. I knew he was aware of us but was
unprepared for us being one of the first programs on his lips
when it comes to welfare.

I think this offers the Administration at least one area of
agreement with the Republicans. It will take work- partlcularly
for all to understand the policy implications from our .
experience.

If you wish to help bring together the appropriate elected
officials and/or their staff for a briefing let me know. I do
see this as a unique opportunity for the country to harness
private. sector investment and expertise as well as guarantee that
taxpayers get what they pay for in welfare to work programs.

Let me know yoﬁr thoughts.

Warm Regards,

S

Peter Cove
Founder

America Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628
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AMERICA WORKS

October 31, 1994
Dear Colleague:

Because of your interest in America Works, we are
writing to draw attention to a recent article in the Wall
Street Journal by Mayor-Stephen Goldsmith of Indianapolis.
The article is of importance for two reasuvns. First, Mayor
Goldsmith accurately depicts, through the anecdote that
‘includes America Works, the need to hold welfare
bureaucracies accountable or no welfare reform will succeed.
Second, that job-based totally performance driven contracting
is the right route to take to get people off welfare and give
the taxpayer a return on investment.

We are including, as well, articles written about our
oldest company, America Works of Hartford, and our newest in
Albany. ‘

I hope you find these pieces interesting, and if you
have thoughts you would like to share with us, please do so.

Siné_rely,‘
Peter Cove
Founder

Enclosures

W wpr e n
MENES

America Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244-5628
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End the Welfare D@hmry M@mpoéy

By STEPHEN GOLDSMITH
INDIANAPOLIS—Even if Congress and

"the president could find a magic bullet to

“end welfare as we know it,” the gun that

~ would fire the bullet-the traditional wel-

fare delivery system—is in such a state of
disrepair that misfires would be the order

“of the day.

1 recently spent an afternoon working
with intake officers in the county welfare

- department here. The caseworkers I spoke

with were well-intentioned, dedicated and

_ caring. But their comments were reveal-

ing. Although mest caseworkers want to
see their clients become self-sufficient,
they stressed that their job is to figure out
what benefits the people who come into the

office are eligible for, and to make sure
“that the right amount of money gets to tha.
right people with the fewest errors. This

focus makes all the difference.
America Works, a private company
that finds jobs for people on welfare, re-

cently opened an office in Indianapolis. Its

biggest challenge? Getting welfare offices

. to send it enough potential clients.. The
company has jobs lined up and waiting for. .
workers, but it has received an average of -

just 20 referrals a month from local tase-
workers. Meanwhile, Indlanapolis has
14,000 families on welfare, -

_Best Deal in Town -
What are the consequences for the wel-

fare office when welfare recipients don't
find jobs? There aren't any. By reimburs-
ing almost all ‘administrative costs in-
curred by local offices while imposing no
meaningful performance requirements,

the federal government offers the best deal.

in town: The more you spend, the more
you get. Don’t worry about results,
No matter what reforms are passed at

the federal level, they must be accompa-

nied by reform of the delivery system. We

- need a competitive, performance-based

system with many different providers.

They must be paid for how many people .
they get out of the welfare system, not how
‘many people they keepin it.

A useful model-is school reform-—gov-
ernment could *‘charter” local welfare of-
fices, with pay based on performance. This
would allow innovative private providers
of welfare to exist, take advamage of ex-

isting neighborhood-level institutions, and
cause existing government welfare offices
to produce results or go out of business.
With no penalties for failure and no re-
wards for success, you get cases like that
of James Stokes. To the welfare system,

. Mr. Stokes was 492108552701, his case num-
- ber. When the welfare office passed him

off to the local unemployment office—the
welfare office provided no job placement
help of its own—Mr. Stokes took another
number and waited in line. When an in-
take worker became available, Mr. Stokes

-would hand over his I.D. card, and would -
y »be assigned yet another. number. If the

found Mr. Stokes a job as a line cook at a

hotel restaurant, a position that the 28-

year-old still holds almost a year later.
The immense variety of problems expe-

rienced by those who must at one time or.

other apply for welfare should be reflected
in the dellvery system. One size does not
fit all. America Works gets paid for putting
recipients in jobs. But there is a wide
range of performance measures that could
be employed. Depending on the desired

outcome, government could reward char-

ter welfare offices for every customer who
obtains & GED, or for every*teenage

. mother who attends school regularly, or

- America Works has yobs lmed up and waiting for .
workers, but it has received an average of just 20 referrals
a month from welfare depanmem caseworkers.

computer did not show any jobs for which
Mr. Stokes appeared to be qualified, his
visit would be dutifully iogged in, and he
would be sent on his way. If a match did
oceur, Mr, Stokes would receive a notice in
the mail a few days later telling him to
show up at a certain place at a certain time
for an interview. .

Explains Mr. Stokes: “I would have no

- idea what the job was, or who I was sup-
posed to talk to, or how I was supposed to

find transportation there.” He was sent
unprepared to interview for jobs that were

-often filled long before he arrived. He
. floated on and off welfare for eight years,

and no one was held accountable.

Mr. Stokes’s story is a real-life example
of why “two years and out” fails as a re-
form unless the delivery system itself is

* changed. Mr. Stokes would continue to re-

ceive ineffective assistance in obtaining
employment, while the federal govern-

- ment would continue to evaluate the per-
_formance of local offices based on such
nonproductive measures as how many pa-

perwork errors they make in a month. At
the end of two years, he would either be de-
nied benefits or, more likely, would be
given a job at taxpayers' expense that of'
!ers him little chance of advancement.

Instead, Mr. Stokes found -America .

Works. And in one week America Worls

for every mother whose kids attend school

regularly. A chartered welfare delivery

system would also let government take ad- -
‘vantage of some of the strongest forces for

good in troubled neighborhoods.

The Care Center, a nonprofit organiza- -

tion closely atfiliated with a local church,

- is one such organization in Indianapolis.

Cramped into a 80-year-old former school
building adjacent to the church, the Care
Center provides health care, shelter for the
homeless and battered, counseling, child
care, a kitchen, and a food pantry. .

The director. of the center, Ernie Med-
calfe, says he would be interested in con-
tracting to provide welfare services be-
cause the Care Center's stabilizing influ-
ence in the neighborhcod, its network

through the church, and its understanding- -
of the particular needs of the poor famities -

in its neighborhood would make it a much
better provider than government. He
thinks he can do a superior job finding work
for his neighborhood’s welfare recipients

and providing them with the support to -

keep working. And he is right. There are

thousands of institutions like the Care Cen-

ter in troubled neighborhoods across Amer-
fca. We natter about welfare reform while
allowing these resources to go untapped.
What of the current employees of wel-
fare offices? Although government is prob-

ably the worst posslble provider of welfare
delivery services, existing government of-
fices could be given the opportunity to par-
ticipate in a diverse pay-for-performance

system. To succeed, they would have to-

fundamentally change their mission and
culture. But accountability and compéti-
tion are powerful catalysts.

In Indianapolis we used such catalysts
to dramatically improve our child-support

.collections. For 12 years, 1 served as

county prosecutor, which made me re-
sponsible for collecting child support. Un-

‘like welfare and virtually every other gov: -
ernment operation, local child-support col- .

lection offices receive a small incentive

- payment from the federal government for -

performance: 6% to 9% of collections.

We decided to make two fundamental-

changes in our office to change our culture

.and our mission. First, we decided to treat

mothers who were trying to collect child

support as our ‘customers. Second, -and
most important, teams of employees were -

given an opportunity for financial bonuses

. based on the amount of money they col-

lected for their customers.

‘Surge in Collections ,

Dozens of changes followed. We cre-
ated evening and Saturday hours. We let
“our -customers make appointments—we

wanted to resemble a private law firm as
much as possible. We trled virtually every
enforcement technique we could find, and
even invented a few new ones. We used

““most wanted” lists. We held amnesty
programs. We used credit bureau reports. .

We put llens on houses and cars. We in-

- tercepted -everything from tax checks to
lottery winnings. And in 12 years, collec-

tions went from $900,000 per year to $36
million. When you free good government
employees from the ‘bad systems they
work in, miraculous things can happen.

- The existing welfare delivery system is’
~a well-meaning but misguided monopoly.
“Break it up, encourage new and innovative
‘providers, pay for the right resuits, and
_more people like Mr. Stokes will become

producers of wealth instead of recipients
of welfare.

Mr. Goldsmith, a Republican, is the

- mayor of fndianapolis.

PRESERVATION PHOTOCQPY
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PLACEMENT PROGRAM COULD
PLAY A ROLE IN WELFARE
REFORM

" BY ALAN D. ABBEY

Business Writer

1f the America Wofks program of placing welfare clients
. in jobs - judged preliminarily as a success in the Capital Region -

continues to work, should it be expanded across the state and the

U.s.?

" That question could play a role in the current debate
over welfare reform, which is a topic much on the minds of the
public and the lips of politicians.

A July study by several statewide conservative policy
organizations suggested New Yorkers believe the welfare system
needs reform and might like a program such as America Works
that puts people into jobs.

A majority of those surveyed said welfare makes able-
bodied people dependent on government aid and that they
favored placing time limits in benefits under certain conditions.
The survey’s respondents also strongly favored mandatory job
training for people on welfare, with the government offering
support in the form of transportation and child care.

* "People seem to be saying if you temporarily fall on
hard times they’re willing to give you an extraordinary abound of

" assistance”, Change-NY director Thomas Carroll said when the
study was released. "But at some point they expect you to move
into a private sector job.”

How big could such a program get?

About 1.67 million New Yorkers receive welfa:ev

benefits through Aid to Families with Dependent Children grants
or the Home Relief program for single adults without children,
according to the state Department of Social Services.

In New York, the average AFDC recipient stays on

welfare for less than 2'2 years. A family of three receives about

$577 a month and another $220 in food stamps. Home Relief
recipients, who receive $350 a month, stay on an average of one
year. 4 :
In the Capital Region, 34,839 people received some
form of welfare in March, the latest figures available from DSS.
That is about 4.5 percent of the region's total population and
about one-half of the statewide average. Of the region's total
welfare caseload in March, fewer than 15,000 were adults.
Benefits paid that month totaled $7.8 million in the four-county
region.

: Could many of the 15 ,000 adult welfare recipients be
placed into jobs?

DSS official John Haley said the “supported  work”
model used by America Works has proven to be successful, but-
it is not the only model that should be used.” -

But he said expansion of it is limited by the money the
Legislature has appropriated to the department for employment

" programs: He said the department will seek more funds from the

Legislature next year for programs like America Works, as well
as others that aim to put welfare recipients to work. “
“More programs such as these are needed,” Haley said. -
Albany County Executive Michael J. Hoblock Jr. said
America Works "is one of many programs and tools” that should
be used. } ‘ . :
“They have pre-employment -training, a program that
gets people ready for entry level positions and gives some very

_ basic training. They deal with those that need less occupational

training but more motivational help,” Hoblock said. "We have
many' other programs in which you train or educate people for
specific work forces.”
Mark Dunlea, dlrector of Hunger Acuon Network of

New York State Inc., said America Works' program, despite its
success, fails to address issues such as job creation,

~ "If you get people off welfare with training and motivate
them it means somebedy else has lost a job,” Dunlea said. “An
individual benefits but the larger community does not, job
creation is not being addressed in a coordinated manner.”

PRESERVAT | ON PHOTOCOPY
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AMERICA WORKS
STRESSES JOB SKILLS
AND SELF-ESTEEM

By Alan D. Abbey
Business writer

Since opening its doors in March, America
Works of New York Inc. has placed more than 40
Capital Region welfare recipients in jobs.

If the private, for-profit business continues to
make placements at this pace through February
1996, it will reach its contractual goal of placing
325 Albany, Rensselaer and Schenectady County
welfare recipients in jobs and will be paid more
than $1.6 million. It will earn far less if it falls
short of those performance criteria.

While those figures and requirements are.
clear-cut, other questions surround the Boston-
based firm’s practices. One is whether the effort is
worth the expense to the state and its taxpayers.
Another question is. whether welfare recipients
themselves get anything of value from the six-
week America Works training program and four-
month follow-up.

So far, at least, government officials and
America Works clients appear to be happy with
the firm’s performance. One local advocacy group
for welfare recipients, while not openly critical,
says laudatory praise of America Works is prema-
ture, however.

Chief among is supporters are people America
Works has trained. Denise Van Ness, 35, a life-
long welfare recipient now working at an Albany
law firm, praised America Works for getting her
ready to work and then finding her a job.

“They helped my self-esteem and confidence.

At the point I went in I didn’t have much,” the -

well-dressed Van Ness said in an interview in a
richly appointed conference room at the offices of
Roemer & Featherstonhaugh. “I had skills I forgot
about and the classes help you find skills you
already have.”

Van Ness, whose mother and grandmother
were on welfare, is a file clerk at the law firm. The
single mother of four said her daughters have
noticed a difference in her manner since she
began working.:

“They seem to like me better,” she said.

John Haley, contract manager with the Office
of Employment. Programs at the Department of
Social Services, said America Works has been
successful in the seven years it has had contracts
with the state. .

“They have met their contractual goals and
have placed clients in jobs that pay enough to take
them off public assistance,” he said.

Haley said about 80 percent of America Works
clients remain off welfare rolls for 15 months
after their job placement. “It is safe to assume in
a lot of cases they are still working,” said Haley.

Locally, America Works doesn’t have such a
long track record. But Albany County Executive
Michael J. Hoblock Jr. said he is satisfied with the
firm’s operations so far.

America Works’ programs is a rigorous six-
week course of confidence-building, resume-writ-
ing and training designed to prepare people for the
workplace

Itisn’t a job training program that teaches new

 skills. While it offers some brush-up work in the
- office skills such as computer data entry and typ-

ing, the firm practices more self-esteem building
than anything else.

Nick Maldonado, a vinyl machine operator at
Loudon Plastics in Scotia, said America Works
got him so motivated about working “I got money
for a hair cut. 1 started feelmg better about
myself.”

. Maldonado said he had been on welfare for
three years and was not happy. It didn’t provide
enough sustenance for him, his "girlfriend and

~ their two-year old daughter. Other job placement

and training programs in Schenectady County
were pushing him toward jobs in fields he didn’t

like. At America Works, Maldonado said he.

gained the confidence to try something new. “I
enjoyed working with people, but it was a choice
I'd stopped looking at,” he said.

Maldonado, who has been on the job at
Loudon Plastics for several months, now has an

. opportunity to be names a supervisor on a second

machine in his unit when the firm expands opera-
tions.
In Albany, the Amenca Works program starts

- with a weeklong class that focuses on assessing
~ skills and building self-esteem. In five all-day ses-

sions clients must confront their fears with an
instructor who works with them to build self-
esteem and understanding of their skills. Only

after getting through that program, which requires

perfect, on time attendance, do clients: receive
training in dress, demeanor, interviewing and,
finally, work skills. After six weeks in most cases,
the client then goes to job interviews. If hired, the
person is paid minimum wage by America Works
for four months while the employer pays the full
salary to America Works. The employer also
receives a tax break for taking on the America
Works client.

America Works says it eamns that differential
by maintaining regular contact with the clients,
helping them with welfare agency paperwork and
smoothing out transition problems such as finding

transportation
PR F_pS
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Only after four successful months with the pri-
vate-sector employer does the America Works
client go to that company’s payroll. The local pro-
gram’s first clients are only now beginning to go
on their new employers payrolls and off welfare
rolls.

Lois Ottman, ofﬁce manager ‘at Roemer &
Featherstonhaugh, said she was happy to begin
working with America Works and hired Van Ness
because the careful selection, follow up and tax
breaks offer a company benefits without risk. “I’d
be foolish not to give it a try,” Ottman said. “If I

had a problem (with a worker) they would deal.

with it, not me. Fortunately, I've never had to do
that.”

Critics in other cities where America Works
has been operating have questioned whether it
costs too much or selects only the most motivated
welfare clients for its placement program, thereby
boosting its likely success rate.

Locally, welfare advocates at Hunger Action
Network of New York State Inc, say they have
similar concerns, but are reserving judgement. “I

. don’t think people know if it is successful,” said

Mark Dunlea, executive director of the advocacy
group. “We want the state to take a close look.”

America Works chief executive Lee Bowes
bristles at the criticism the firm is “creaming” the
top of the welfare pool and selecting motivated
people. “The data show we don’t,” she said flatly.
“In- Albany the average person we’re working
with has been on welfare five years versus the
(statewide) average of two years or less. Half of
our people do not have high school degrees,
which the vast majority of welfare recipients
have.”

She said people who could get a _]Ob on thelr
own wouldn’t put themselves through six weeks
in the America Works office and four months at
the minimum wage. About half of the attendees at
a recent America Works class said they had been
ordered there by government agencies. Hoblock
said the county didn’t want the organization to
take away people it could deal with-and then get
paid for it. “It was a major consideration that
America Works not do the selection,” Hoblock
said. “We do the referral.” Nonetheless, state offi-
cials concede the program has not been through a
formal, in-depth evaluation.

“Is the money being spent worth the invest-
ment? Haley said. “That question can only be
answered when a formal evaluation is done. On
the surface, a person who remains off public
assistance for five months equals what we pay
America Works. Put that together with retention
figures and we're saying we're getting our money
‘back. We think it's cost effective.”

o
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BY VALERIE FINHOLM
Courani Staff Writer

At a busy obstetrics office in Hartford,
Ermestine Yuille Weaver is led through a-maze of
corridors to the file room where her 24-year old
client is at work.

Six years ago, Weaver's client a high.school
dropout and mother of three, was unemployed
and on welfare. Now she has a job, courtesy of
America Works of Connecticut, a private compau
ny in Hartford that Weaver directs.

When national policymakers talk about welfare
reform, they often mention the New York City-
based America Works as a model for the future.
The for-profit company is paid by welfare agen-
cies to train and place welfare recipients in jobs.

Founded in Hartford in 1983, it has offices in

New York, Albany and Indianapolis, with plans:

to expand to several other cities next year. The
company operates on the frontier of welfare-to-
work programs, which historically have been run
by government and nonprofit agencies with
mixed results.

Like the private education compames now try-
ing to get contracts to run Connecticut schools,
America Works has been both praised and derid-
ed for its profit-making status.

“The fact of the matter is nobody has ever beat
them in terms of how they perform,” said Sen.
Joseph H. Harper Ir., D-New Britain, co-chair-
man of the state ]egtslature s appropnanons com-
mittee.

Harper—who spearheaded the legislation that
gave America Works its start in Connecticut as a
pilot program in 1985—called the company one
of Connecticut’s best-kept secrets.”

America Works was supposed to get most of its
‘cliénts from the state’s welfare department, but
for years many welfare workers never told their
clients about the private company.

Instead, they were steered to non- profit pro-
grams paid for by the state. America Works got
most of its clients through newspaper advertise-
ments and word-of-mouth. )

Referrals have picked up considerably under
welfare Comimissioner Audrey Rowe. That, cou-
pled with the state’s slowly improving economy,

has boosted the company’s business consider-
ably, but America Works remains a tiny player in
the state’s-job programs. ‘

The company has reduced Connecticut’s wel-
fare rolls by 837 people. Having those welfare
recipients trained and placed by America Works
has cost the state nearly $6 million since it start-
ed. Itis virtually impossible to say how much the
state would have spent had they remained on the
welfare rolls, but a family of three on welfare

" _costs the state about $7,000 a year, not including
health care costs paid under the Medicaid pro-
gram.

There are 57,000 families now collecting Aid

to Families With Dependent Children, the state’s
most used welfare program.

Sunday, June 19, 1994

Emestme Yuille Weaver, operations coordinator for America Works of Connecticut
a for-profit company in Hartford that finds work for welfare recipients, is in the firm’s
computer-training room.

Rowe, who wants to expand America Works’
contract with the state, said many of her col-
leagues in other states are wary of private com-
panies,

“There is this mentality of ‘Why should people
make money off of poor people?’...that anybody
who works with ‘poor people ought to bé non-
profit.

“I guess I'm more of a bottom-line person,” she

* gaid. “I want to get the client out of the system. If

they [America Works] can do the job...and be
competitive fine, so be it.”

Rowe’s agency pays America Works $5,200 for
each Welfare recipient trained and placed in a
job. The jobs must pay at least $6.50 an hour and
include benefits.

The majority of the fee is paid 6(} days after a
client starts work.

America Works has a different welfare-to-work
philosophy than other state programs: The com-
pany puts getting a job before education.

“When people have math and vocabulary levels

at fourth-and fifth grade levels, sendmg them to”

community colleges at taxpayers’ expense isn’t
going to work out,” said Lee Bowes, chief exec-
utive officer of America Works. -

Bowes, who has trained as a social worker said

the first step toward getting people off welfare is
getting them work, not segregating them in job-
training programs for the poor.

“We make them a partner with us. It meets their
financial interests; it is not altruistic,” she said.
“Once you get people linked to the job market
they start thinking about getting that high school
degree or taking courses at night.”

1
. Weaver, a lawyer, laft a job with the New
Haven law firm of Wiggin & Dana to work for
Bowes. She supervises a staff of eight
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During her recent visit to the obstetrics office,
Weaver waited for her client in a hallway as cler-
ical workers scurried back and forth.

- “Pam™ (Weaver asked that the Courant not pub-
lish the woman’s real name) had been on welfare
since she was 16 and had her first child.

At 24, she has three children—aged, 8, 5 and
2—and never has been married. :

Like most of Weaver’s clients, Pam’s problerms -

have not been with finding a job, but with keep-
ing it. She has been on the welfare-work seesaw
for years, bouncing from education programs -
she got her’ high school equivalency degree
through one - to jobs, and back to welfare.

Pam is one of 19 women Weaver visited on a
recent Friday. The visits start the first week a
client is on the job and continue for two months.
During that time, America Works" collects the
client’s salary and pays the worker minimum

. wage. The client also gets a partial welfare check

from the state.

During that time, Amerlca Works provides
counseling and helps with the domestic responsi-
bilities thdt derail most new jobs ‘for welfare
recipients.

Weaver picks up bus passes, spends hours on
the phone resolving welfare issues with the state,

.helps when day-care arrangements fall apart and

even picks up sick children-alt to keep'her clients
on the job. ¢

She even solicited $200 from a local charity
recently so that one of her clients could get her
gas turned back on.

No problem is too small for Weaver, 31; a
level-headed woman with the no-nonsense air of
a trusted aunt.

She once gently reminded a chem to replace a
missing button on a silk dress: The woman had

caught it in the bus door on her way downtown to

her new job at a financial services company.

rm — e



During the visit to-the obstetrics office, Weaver
sensed that Pam wanted to talk. Once inside an
unoccupied office, Pam confided that she was
having trouble with a co-worker who was not
doing her fair share of work

Pam said she had complained about the woman
to her boss.

“1 suggest you don’t mention this again,”
Weaver.said firmly. “You are the new person
here. You don’t want to become a troublemaker.
You're still trying to prove yourself, keep that in
mind.” B

Pam agreed with Weaver’s blunt assessment.

“I need this job,” she said. “I'm not going to

mess this up. Work keeps me busy, the day goes .

by fast.”

Weaver asked about Pam’s children ‘

Pam asked if her state child-care subsidy would
be cut once she went off welfare. Weaver told her
that it would be reduced, but, not cut off com-
pletely. .

Pam had another question.

She had been told that medical insurance for
her children would cost $125 a week through her
company.

* Weaver said she would check on that and later
told the woman that her Medicaid coverage
would be extended for at least a year.

Nine weeks later, Pam was still on the job,
earning $7 an hour--$490 every two weeks after
taxes. Her $673-a-month welfare check had
stopped; so had her food stamps of 3200 a
month. She still receives a $75-a-week state sub-
sidy for child care, and so far the $169-a-month
_rent on her subsidized Hartford apartment

“remains the same.

Pam said that she took Weaver’s advice and
never mentioned her problem with the co-work-
er again.

“They do that for the new people,”shé said. “
passed the test.”

Welfare recipients come to America Works vol-
untarily. The company requires clients to attend a
five-week course on how to look for a job, how
to dress and how to act.

America-Works rules are boot-camp strict - no '

absences or tardiness. Clients must dress as if
they are going to work.
“I tell them that for the next five weeks this is

your job and I am your supervisor,” said instruc-

tor Patti Sirulnick.

At a recent session in the company’s sunny
offices above Union Station, Sirulnick told a
group of four women and one man how to con-
duct job searches. She spoke about the way they
should “network” by telling family, friends,
acquaintances - even children’s teachers - that
they are looking for work.

On another day, the topic was job mtervxews
Sirulnick said a favorite question of employers is
“Why do you want to work for this company?”

A Vernon man said he would reply, “I hear you
pay well, have good benefits.”

“Don’t talk about money,” Sirulnick warned.

At a session on wardrobe, she had common-
sense advice.

,“My No. 1 suggestion: This is Connecticut. It is
a very conservative state.” '
She suggested a dark-colored suit for women,

~and named off-price and thrift stores where they

could find nice suits and blazers at low cost.

On jewelry, she pointed to the hoop earnings
that grazed one woman’s shoulders and said:
“You would never wear those, right?”

After completing the initial course, clients with
a reading level below the ninth grade must enroll

in a self-paced high school equivalency degree
program. . .
After that , those with few or no business or
clerical skills may take an optional 22-week cler-
ical skills course that includes word-processing
classes.
*Others go d:rectly into JOb training.

For people with few job skills, Weaver gives an

honest assessment and steers them to jobs in fil-
ing, food services and photocopying. o

“You don”t have any skills but you can acquire:
some,” Weaver says. “You get your foot in the
door. You have to start sc:mewhere, and this is a
pretty good way to start.”

Most clients are realistic about:their job expec-
tations and many suffer from low self-esteem.

Some, however, must be told that going to
work is more than “I want to look pretty and go

to work”--a simplistic view that stems from years

of watching television, Weaver said.
- L4

It was America Works’ pitch for a performance-
based contract that mmally interested Harper in
the company.

“America Works said, ‘Don’t pay unless we
perform,’ ™ said Harper, who was chairman of the
General Assembly’s labor committee when he
was first approached by the company.

“I"ve preached this concept of performance-
based contracting ever since,” Harper said. “Alot
of providers get their contracts renewed every
year on a take-it-for-granted basis. They're never
asked to show whether they’re making any dif-
ference or progress.”

Harper said he has been impressed with the
sway America Works has had with local busi-
ness.

The company ehmmates the red tape of gov-
ernment-sponsored and . nonprofit programs he
said, “and takes the trainee under their sponsor-
ship-until they were ready to actually work.”

“Education is fine, I'm all for that, but there are
a lot of people caught up in the welfare system
who have gotten their GEDs and still don’t have
jobs because that department -has never really
cared whether they’ve got them or not,” Harper
said.

“A lot of people are ready to go to work; it’s
just a question of motivation, helping them with
the attitudinal stuff about accepting responsibili-

ty to go to work and helping them with the sup-

port.”

Despite the support, 35 percent of America
Works job placements fail within 60 days.

The same Friday that Weaver visited Pam, she
visited a woman she had placed that week as a
receptionist at Sonitrol Commumcauons in
Hartford.

She had spoken. to the 34-year-old ‘woman’s

new boss -earlier in the day and knew that things
were a bit rocky. When she greeted her client at
the switchboard, the heavyset wornan responded
with a wan smile.

The woman told Weaver that she oved her new
job, but said it was a challenge getting to know
the faces that went with the extensions on the
busy switchboard.

She also already had taken time off to attend a
funeral and to attend a court hearing for her 16-
year-old son.

“She seemed a little frazzled,” Weaver said
after leaving the office.

Four weeks later, Weaver removed the woman
from the job and replaced her with another
America Works client who is working out.

A previous America Works client, hired a year
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ago by the company, has been prompted several
times. .

Bowes attributed some of the company’s failed
placements to Connecticut’s welfare system,
which provides some of the highest benefits in

. the nation.

“In Hartford there is a culture of we[fare .a
real attitude that it is OK to be on welfare and
OK to have other kids,” Bowes said, comparing
the city with other cities in which America Works
has offices.

That leads some people to decide that it is eas-
ier to stay on welfare. ‘

“[They figure] ‘I'm having a bad day, this isn’t
the greatest job, maybe I'l} chuck it,”” Bowes
said.

She sees Rowe, with her emphasis on welfare
reform, starting to change that.

National experts, including Clinton administra-
tion officials, see America Works as promising
but stress that there have been no longterm eval-
uations of it. The state is in the middie of doing
such an evaluation now.

“Our sense is that this is a good program,” said
Claudette Beaulieu,
Department of Social Services. “It is very credi-
ble in the business community. Why? Because
they're a business. They don’t suffer from the
stzgma right or wrong, attached to a social ser-
vices agency.”

Automatic Data Processing in Windsor has
hired two America Works employees and is
happy with their work. One woman has been
with the company five years and has been pro-
moted several times. Another started eight
months ago.

“America Works knows our bu%mess They’ve
checked it out and they know what we’re looking
for, Ayers said.

. Ayers said she was particularly impressed with

the follow-up from the company.

“They go through a trial period {60 days]; even
after that Ernestine calls every once in a while
and asks how she is working out,” Ayers said. .

Critics say that America Works skims the most
motivated welfare recipients—-people who could
have found jobs without the company’s help.

But Rowe said that the company’s contract
requires it to place a range of clients from those
who have been on welfare for decades to those
who have been on welfare for as little as three
months.

She cited one example of a woman who had
been on welfare for 18 years and now works at a
bank.

Rowe said some of her colleagues in New
York’s social services department were critical
“not with the program, but with the idea or con-
cept of a venture such as this.”

“I've never received anything, more concrete”
than that Rowe said.

America Works president Abraham Levovitz
declined to give out the privately held company’s
yearly earnings. He said America Works of
Connecticut’s gross annual revenues this year
were $550, OOO—ihe lowest of all of the compa-
ny's offices.

“All I can tell you is it has not been a bonanza

‘in the past three years” with Connecticut’s dis-

mal economy. “But we’ve stuck with it and T
think it’s going to pay off.” -

Bowes believes that the concept of privatiza-
tion is just starting to be accepted.

“When we opened our office in Hartford, we
were 10 years ahead of our time,” she said, “Now
we’re really at our time.”

spokeswoman for the .
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AMERICA WORKS

April 1, 1994

Dear Colleague:

‘We are writing to fellow up our mailing of a week ago which
.provided you with copies of the March 1lst article from the New
York Times, a fact sheet form the New York State Department of
‘Social Services, and an article printed in the New York Post. We
are enclosing here a letter that was sent from Commissioner Audrey
'Rowe of the Department of Social Services for the State of
Connecticut to the New York Times. Commissioner Rowe wrote this
'letter to correct the inaccuracies in the Times article and to set
the record straight on Connecticut's relationship with America
Works. '

America Works of New York, Inc.

. 'enclosure

America Works of New York, Inc, 573 5ith Avenue, hl:"hl)_Fi(‘u'vr,‘?\fcu' York, NY 10018 (212) 244 JOBS {5(@7) FAXN (212) 244.5628



STATE OF CONNECTICUT
-DEPARTMENT OF SOCIAL SERVICES
OFFICE OF THE COMMISSIONER

AUDREY ROWE ' ~ ' TELEPHONE
COMMISSIONER ‘ (203) 566-2008

~March 11, 1994

Howell Raines

Editorial Board, 10th floor
The New York Tlmes

229 West 43rd Street

New York, NY 10036

e

Dear Mr. Raines:

I am writing in regard to a March 1, 1994 article, "For Job-
Finding Concern, A Troubled Past." The article seriously
distorts Connectlcut's experience with America Works. Your
reporter failed to include the positive aspects of America Works
in Connecticut and T am writing to set the record straight.

Connecticut's experience with America Works has been a positive
one, not a troubled one. Since 1985, we have contracted with
America Works to provide an intensive, on-the-job training (OJT)
program for Hartford-area recipients of Aid to Families with
Dependent Children (AFDC). America Works has successfully helped
nearly 800 AFDC recipients into private, unsubsidized jobs in
Connecticut.. Employers like America Woxrks because it provides
them with well-trained, motivated employees. Participants like
America Works because they feel supported,'encouraged and
understood by their America Works counselors. America Works goes.
the extra mile for its part1c1pants, often helping them to
resolve problems that arise long after leaving welfare.

And finally, your reporter attributes to me, out of context, a
statement that America.Works is our most costly program. America
Works is but one of four OJT programs funded by the Connecticut
Department of Social Services. The four OJT programs are the
most expensive of our welfare to work programs. Each OJT.
contractor in Connectlcut gets the same fee for a successful OJT
. placement: $5,200.

Certainly, some AFDC recipients will need and choose employment,
education or training programs other than America Works; but
that is precisely why we offer a comprehensive array of services
and programs in our state. America Works has successfully
provided an avenue out of welfare for many Connecticut recipients
and we are pleased to be able to offer thlS choice: to our
recipients.

110 BARTHOLOMEW AVENUE ® HARTFORD, CONNECTICUT 06106-2200

An Equal Opportunity / Affirmative Action Employer
Printed on Recyclcd or Recovercd Paper



Howell Raines
March 11, 1994
Page 2

I am distressed and disappointed, however, that your reporter
failed to include any of the positive statements my staff and I
made during several conversations about America Works. In my -
experience, New York Times reporters usually want to write
balanced, objective stories. I can only conclude that these
facts were dismissed because they did not fit into the story the
reporter had decided to tell. !

Sincer ,

drey Rowe ommissioner
connecticu¥f Department of
Social Services



America Works of New York, Inc., 5—3 Sth Avenue, 14th Floor; New York, NY 10018 (212) 244-JOBS (36271 FANX (212) 244-5628
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|  AMERICA WORKS - \ﬂ/ T
April 13, 1994

!

Dear Colleague.:

We arele'nclosing' a copy of an' article that will be published in the upcoming .

Spring issue of the Manhattan Institute's City Journal. The article, “Welfare-to-Work:

Just the Facts”, definitively puts to rest arny questions that were raised about America-

Works inthe New York Times articlé of March Ist.

For further information about America Works, we recommend that you watch a

nationally televised special narrated by Wa Cronkite which profiles our company. The

program is scheduled to air on PBS ’

f ‘Ame'rica Wofk‘s\of Néw‘ Yof_k; Inc.

~enclosure’
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‘Cit\'/ Jbﬁma] -
The Manhattan Institute

¢
H

‘ hree weeks after mkmé ofﬁcé, |
, Mayor Rudolph Giuliani signed 2
* contract with America Works, a for-

pmﬁt. company that places welfare

" - recipients in private-sector jobs. In
March, the New York Times pub-

lished a critical front-page article

'about America Works by reporter
. Esthcr Fein. How accurate are the
criticisms presented in her aruclc?

Before we examine them,

some backgrousid is in order. As Sol
Stern and I reported in the Summer.

1993 Cisy Journal, America Works

_ has been operating in New York _
"City since 1988 under a contract
. with the state Department of Social

Services. The company has placcd
1,122 New Yorkers in jobs with
major corporations, paying an aver-
age of $9.00 an hour plus full med-
ical benefits. The state contract calls
for Amcrica Works to find jobs for

250 chcnts cach ‘year, but many

morz.people are trying to get into
America Works than it can accom-

‘modate under its contract.

'An America Wétks client

attends a w::ck—long prc cmploy-
ment, class, then goes out on inter--

views and, if hired, works at a com-
pany for a four-month probationary

_ period. During that time, the
cmployer pays the client’s standard

wage to America Works, which in

turn pays the client at minimum
. wage and provides counseling ser- -

Lt
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vices. Thc client continues to receive 1

‘welfare for the four-month “sup-

portcd work™ period, though the
size of the grant is diminished.
America Works is paid $995 when

the employee is initially hired. Only

if the employee is permanently

“rolled over” onto the employer’s
payroll at the end of thé probation-

ary period is America Works paid
. the bulk of its fee ($3,855) by the

statc. Three months later, if the
worker is still on the job, America

Works is paid a final $650.

Amcrica Works® most impor- .
tant selling point is that unlike con-
ventional training and cducation -
programs, it is performance-based.

‘Tts fee structure ensures that

Amcrica Works has a very strong
incentive to get its clients off the
welfare rolls permanently. Fein’s
Times article questions whether.
America Works lives up to this

‘ promise. Many of the cn'ticisms ‘shc
- recounts, however, are mideading:

. @ America Works gets paid for -
enrolling dients whether they get fobs

or not. This claim was immediately . .

refuted by officials in each state
where thie company does business. It
is true that America Works® New
York. contract allows the firm to be .

paid for “simply” enrolling people in -

‘their pre-employment class. But

America Works never actually bills
the statc unless a clicnt is placed in a

This amcle will be pubhshed in the Spring 1994 issue of the Manhattan Inststute s City Journal, T}ns article has
been reproduced thh the penmssxon of the Manhattan Institute. ‘
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job, acé:ordiﬁg to both CEO Lee
Bowes and state welfare officials.

" John Halcy, New York State’s con-
tract manager for employment pro- -
. grams, explains that the cnrofiment- -

" fée provision is standard in state
employment contracts, because
nonprofit providers said they could
not afford to commit resources to
recruiting and preparing people for
work without “up front™ money.

o America Works “creams,”
selecting the mast employable welfare
recipienss who would bave found jobs
on their own. This scems unlikely,
for threc reasons. First, the average
Amcnca Works chcnt has been on

welfare and out of the labor force

- for nearly five years,

Second, if the clients were
able to find work on their own,
_ they would have little reason to sit
through a weck-long pre-cmploy- -
" "ment cMss, then work for four
months at minimum wage ($4.35

an hour) in hopes of being hired

pcrmancntly As Sol Stern and I -

wrote, it is more likely that America

Works is succ&sful with those wel-
‘fare recipients who are wﬂhqg to
work but lack the interpersonal

skills, self-confidence, and personal
_contacts necessary to find jobs.
Third, and perhaps most

 telling, nearly half of the firm’s New .
York clients are refered after failing
to find a job through HRA’s.

BEGIN (Begin Employment Gain

. Independence Now) program.:

o There has beeri no full-scale

experimental study to prove the

. worth of America Works’ program.
This is true, but scveral years ago

~ America Works owners Lee
, Bowkcs and Peter Cove urged

'M:chac:l Dowling, thc state’s
rcomm:ssnoncr of social services,

to. undertake such a study-—and
even offered to split the cost. But
Dowling demurred because of the

expensc. (Dowling says he'is now:

convinced that the state should
do comparative rescarch on all of

‘|t's job training and placement

contractors.)
In lieu of a contmlied scien-
tific study, America Works commis-

sioned the accounting firm Emst &

Young to ecxamine its ontcomcs
That study, completed in 1993,
found 85 to 90 percent of workers
stll on the job a year after place-
ment. By comparison, two recent

 studies of the city’s job training and

placement contractors, onc con-

ducted by the state comptroller and -

onc by.the Industrial Areas
Foundation, concluded that these

programs are so disorganized that a-

clear cvaluation isn’t even possible.

"New York City was unable to pro- -
- vide detailed records of the clients
served, the scrvices provided, and

the actual cutcomes of the pro-

gmns—-thc bare essentials nceded

10 assess these programs.-
* @ It costs too much to place &

client through America Works.
Indeed, because the firm is paid

from several different, unconnect-
" fare bureaucracy and the nonprofit

cd sources—tax credits, diverted
welfare grants, corporate wages for

tthose in supported work, and the
fee paid by the government entity .
‘with which it contracts—it is diffi-
‘cult to tell preciscly how much the

scrvice actually costs. But any seri-

.ous attempt to compare America
Works with other training and "
placcment providers will have to

* examine both costs and outcomes. -
The firm’s waiting lists and satis-

fied customers suggest it has
passed the latter test. - N
Efforts like America Works
are particularly vital in New York
City. If President Clinton makes
good on his “two years and off”

“welfare reform promise, cities and

states will have to find ways of

_securing jobs for hundreds of

thousands of welfare recipients.
Many cities are likely to establish

“workfare” programs in which -

clients do government work. But
New York does not really have that
option. There are some 125,000
employable adults on AFDC in.
New York City, according to
Richard Nathan, an expert on jobs
and poverty at the Rockefeller
Institute: “Finding that number of

- jobs in the public sector would be

cquivalent to a one-third increasc.

“in the dty’s municipal work force.”

Substantial numbers of unionized

city workers will likely be laid off in

the current budget crunch, and

‘any large-scale effort to replace

them with welfare recipients is sure
to set off a political- firestorm.

‘Thus, New. York will have to rely

largely on the private sector to

_employ its welfar¢ clients.’

There are those in the wel-

sector who, whether for reasons of

“idcology or sclf-interest, do not

want w see welfare rolls reduced.
Few jurisdictions in the nation

_have been more resistant to welfare

reform than New York City. But
Giuliani’s decision to contract with
America Works is a sign that the
txdr. may be turning. : n

Cosmme n
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‘ ‘it comes to rein-
venting government,
America Works got

there first.

In Washington, the Health
and Human Services De-
partment — and In New
York, the Department of
Trangportstion — are
coming around to the ides of
performance-based con-
tracts. This 18 for govern-
ment the revolutionary idea
of paying people on the hastis
of how much work gets done.

America Works, run by Lee
Bowes, Peter Cove and Abe
Levowitz, applies this mar-
"1 ketorlented idea to placing
welfare clients In private-
acctor joba,

has placed 1122 New York-
ers — le who had been
on welfare an average of al-
most five years — with such
major companies as AIG In.
surance, Macmillan and St
Martin's publishing houses
and ARA, the food-service
company. The joba which
pay an average wage of al-
most §9 an hour, provide full
medical benefita

An Ernat & Young study
comunissioned by America
Warks found that 85 to 80 per-
cent of the people placed
m atlll an the job B year

The beauty of all this Is
that America Works geta

only gradually, on
how loag the viduals
slay on the Job and whether
they get hired perma 8

How doas it do 1t? America
Works bypa;;a_an the ex-
pensive - ufiproductive
- jobtraining programs in
which the feds and HRA have

Since 1388, America Works

pald for these placements stood

CITYWATCH

FRED
SIEGEL

placed. America Warks pro
vides counseling and feed-
back for four months

POVERTY EMPIRE|
“STRIKES BAC

. ing to Connecticut Soclal
Services Commissioner Ay
drey Rowe, America Works
: waaml;:r:sumemm than
other placemenmt programs
— but was more expensive.
soclologist’ ?mmmg
an
- (fall disclosure: Jan Rosen-
berg Is my wife) about the
comments attritated to her,
Rowe mald her words were .
takm‘tatxﬂyqa‘nw of context” Aol Q' £
o she Sald, wasoultodd oy YHE ROLLS: Crys-
Rowe's asslstant was tal Curry is now em-
“gtunned” in reading the artl. ployed a8 a seccrctary
zl: 17 wos& e;ts;t mne of at Macmillan, thanks
mosdy ve com- erica Works.
mmhab;gwig&fm:l; ::;‘::‘ rks
.' v
sald, “doesnt express Con- Feln ﬁmﬂd ;’YOEW
. nectleut’s experience. verty mu:.uywho‘awa&mu 3
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10 plitee severai hundred welfare re-
ciptemts § year with privale employ-
ers. Afver four years, it had signed up
moare-than 1,000 peoplo, most of whom
were, gtill on (he job three menths
aftar being hired.

Botd the Mayur and the Govermor
have 1auded America Works for turn-
1ng some of the city's pedrly 1.) mil-
lion gvernment Gepenaents o s~
payers. “"The best thing about (his
ﬂlmo frecenterprise system,”

T, o said of the company,
while’ Mr. Giuliani called it “one of
New -York and America’s success
soriex” ‘

The Governor cven reveled (n the
ripple effect New York's sup;m for
Lhe company would have pationwide.
or or the mayor of

New York, you azay America Works
on TV, they hear {f aut there and it's
** he said

But the praise atapds in comtrast
with .the experiences during the
1986°3 describad by officials in Ohio,
Masachusstts and Erie County, N.Y.

Ja Ohia, the siate slashed its con-
tract with Amertca Works in 1988,
saying that the :om:an charged (00
much and had found jebs for tao few
people in the twu years | had bean
operaiing there. One baard member
2a1d placement costs came (o $24.000
per person.

Ohio officials cstimated that they
‘ot millions af dollars dealing with
America Works. *We had a very bad

) jence.” said Gayle Channing,
who was executive assistant for hu-
man services to farmer Gov. Richard
F. Calesie when the state signed &
contract with the company in 1984,

Peter Cove, the founder of America

Worka who is now mainly reaponsidie

for Its marketing and promotion, saié

his company's problems in Ohio-re-
sulted [rom political mw in
which the company was fo! bya
supportive Cemocralic governor oato
Republican-run counties se1 on sscing
n smble.

Erie County, N.Y. decided nm 10
rencw @ contract with America
Works tn 1986 amid criticism by bocal
officialn that the cempany did noe find
jeba {or as many people as 1t had
promised and that 1t would only work
with the most motvated clients

And in 1987 Mnasachusets can-
celed ns comtract with ¢ nonprofit
employment agency started In Bos-
lon by Mr. Cove later run Dy Lea
Bowes, Mr, Cove's wife and now the
chie! operating officer of Amenca
Works.

‘Prodisms About Eiles’

An nvestigation by the siate’s In-
spector Geners! an independent
sudlt found that maney {from the non-
profit group, Transitional Employ-
ment Enterprises, had been improp-
erly used 0 help suart America
Worka and that the state was -m&ly
piltea for expenses like singing tcic
grams and hettlth club dues.

‘"There were very serious probd-
lems about ethics and financtsl prac-
tces”” said Philip W. Johnsion, who
was the Secrewary of Human Services
in Massachusetts during the (nvesti~

gation. “The cxperience was not 3 .

happy ons for us."”
America Works )5 now exploring
the possibility of getting a comtract

with- Masaachusctis, but s efforts
are Delng retiswsa Uy officlals who
recall the state’s experiences with
Mr. Cove and Transitional Employ-

mem Eaterprises.

Joseph Gallant, the sz Commis
stoner of Public Welfare, wrote &
mema last Septernber to Charles D,
BaRer, the Siate Secretary for Healln

and Humaa Services. sullining his
concems about America Works In
the memo he cited the company's fee,
which Re Saxd was §2.200 Migher in
New York and $800 higher in Connert-
fcut than similar job placement pro-
grams used by Massachuseus. He
also recounted he swate’s history
with Transiiona! Employment En-
terprises and America Works,

‘Politienl Vendetis'

Mr. Cave denied that he, Dr, Bowes.
his company or T.E.E. had dbeen -
volved in any wrongdaing, thelpding'
the lnspecier Generol's allegation
that health club dues and singing
telegrams were charged W the sults,
He sasud the allcgations wers “*a per>
sonal politica) veadetta” by local offi-
cials against dim, ang he noted that
Lhe stats investigation nsver resulted
in 8n tndictment.

Abraham Levevilz, 2 businexaman
from Brookiine. Mass. who owns
America Works. said he had heard
“rumors and (nnvendo” &bouUL the
company when he {irst considered
Investing in it 1n 1988, But after ex-
pioring the mauer, he said, he con-
cluded Lhat Whe criticism siemmed
from “jealous competitors * and potis
ticians unwilling (0 concede that &
profit-maiing venture shouid have a
place in getang peopleoff weifare. He
lamnuly detended Mr. Cove and Dr.

owes.

Fees for Training
Before Placement

Since coming to New York. Amer-
ica Works has attracted considerable
auennan both from the Rews media
and national politicians. Who point to
u rangs of benelits for the govern
ment, which moves people off wel
fare. and usinesses, which get a wax
credit and Rave a four-month trial
period in which (he hew employee i5
not on ths payroil. Much of the ac-
claim centers on stacements by
America Works that it charges only
tor permanent job placements.

But the company's contracis with
New York cali for it ta be paid abeut
$880 of i¢s 53,500 fee for aimply earoll-
ing appiicants in a weeklong Lraining
course. and §3,855 only two days afier
a person la higed for a 'rermmml job.

1n fact, since 1989 New York State
has paif aearly $1 million 10 America
Works for people wha never found
permanent work — about $133.000 for
people Who enterea the course dut
never found jobs and abomit $857.000
for peopla did not stay in thelr
fulliirme jobs for more than tnree
monins.

A Falled Project

Dr. Bowes said the com does
nat actuslly 1ake money for enrvll-
ment unleas it rookes 2 placement
But she larer said the company
“ gnade an exceplion” N cerain cases
10 recoup the costs of a failed pilot
project With the state 1o piace end
house homneless people. The project,
which she said the company ook an
al the state’s request. “‘was a disas
ter. and we invested a [0t of tme,
effort and money."

John Haley, the coniract manager
tor e New York's Office of Employ-
men Programs, 50id, however, that
the Amenics Warks contract calls for
a payment upan cnroliment “and
they have always charged us for iL™”

““They may have made up some of
the money they lost at the back end on
the Aomelass project bry loading up on
the fronl end.” he said, “*But they did
charge for enroliments that did not
result in jobs."”

v

Keeping the Promise
Of Employment

Even s, the company has fuitilled
its promise of heiping the state move
e off weifare. Through Decem-

r, America Works had enrolled
1038 welfars recipisnis in the city
and had heslrﬂ 923 of (hem {ind fobs.
Of these, 767 were still working three
months sfier they were hired perma-
nently. .

“We feel we've dane n greatl job
and Gelivered a greal product,” Dr,
Bowes safd.

State officials say it costs the gov-
ernment about $9,700 & year (o keep £

famuly of three an weifare. But people

whio have studled welfare refarm gaid
that K was virtually (mpossibie to
measure e costeffectiveness of
America Works without a controlled
egamunation of whether tha people
the company piacerd could have found
jobs by thameelves or through other
programs. ’

**How muxch of their succesa 18 be~
cause the populatson they work with
15 more motivated?” said Douglas J.
Besharov, an expert on welfare re-
form at e American Enterprise In-
sttate,

New York officials said that while
perhaps they should have been betisr
infarmed about what happened with
America Wotks ciscwhere, they were
pleascd with the company's perform-
ance.

Toe state is currently in ta fourth
contract with America Works ta find
far le recerving Ald to Fam-
\jes With Dependent Children, mast
of whom are women. Unill now the
state has paid &0 percent of the costs,
with the Federal Government paying
80 percent. The city will now split the
state’s share [or 450 new clients, a1 a
ot of aboul $500,000 lor the city,

[tene Marcus, Qe city’s director of
social parvices, said the administra-
tion ¢4 Hutle if any research inio the
company and relied heavily on the
state's confidence in America Works
when the Mayor decided 10 join the
slate cantract.

Michael J. Dowiling, (e state’s
Commissiuner for Social Services,
s3id he \earned adout (he company
afier reading an anticle in 1987, and
after speaking (o peaple familiar with
the campany's work in Hartford,
;hs;re it has been operating since

Connecticut officials ssid the com-
pany found permanent jods for only
15 percent of the 3311 people it en-
rolled. But given the poor state of the
local economy, aid they were
sacisfied with us perfarmance. Au-
drey Rowe, Conmetitcut's Commis-
sioner for Social Services, said the
3uccess of America Works wag com-
parable o other Lrataing and place-
ment programs Lhal the state uses,
But she added that it was thge most
eXpensive.

After talking to Connscticut offi-
cials, Mr. Dowling met with Mr. Cove
and encoursged him (o bid for & fad-
placement contract with (he suate,
America Works won the contract. and
Mr. Dawiing contimses to prowe it for
being placement-oriented angd having
performance-based pavments.

Making Money
In Several Ways

Bu while most other {ebplace-
ment programs get paid anly afer a
person has been an the jott for 69 w 90
days, city and state officials said,
America Warks gews the bulk of Its.
fer — $3888 — 1wa days aflter a

rann has been placed The ramain-
ng $650 comes If the parson is still
there after (hree manths,

In adatien to the placernénmt fea.
America Works also makes m in
several other ways. During the four
mooths {hat their clients are working
for a private company on a trin] ba-
sis, the clients are on 18 America
Works :ynll. recetving #M.25 an
hour, minimum wage. But Amertca
Works coliects (he worker's market-
rate salary from the private employ:
er, usuaily about 8723 an hour, Dr.
Bowes said.

During those four manths America’
Works i3 also entitied (0 collect about
$1.000 per person from the Federal
Governmeni, under N iNCEBtIvE Lo~
grem 1o share welfare savings with
hose who employ people an public
agsidance. And America Works (5
8ls0 entitled to about half the §2.¢00.
Federal 1ax credit hat Dusinesses ger
for eich disadvanuged worker tney,
hire. The rest goes wa the campanies
that hire he empioysesa from Amer-.
fca Worka

Mr. Levovitz aawd that beceusa of.
the eor:onte structure of America™
Works he is able (o use only about 10..
perceni of s wax credits. v

America Works has srecently
working in indsanapolls and 15 -
ating lo open offices elsewhare, Sev-.
erul social-policy analyats said they
worry that ather cilics and states
might invest millions of public dallara’
in Amenca Works because of Its rep-
ulalien alane.

“The truth is we just don't know
whather. cven il what they da is good.
it i5 worth the price,” said Bob Green-
stein, the executive director of the
Center for Budget and Policy Priori-
tey, a Vashington reseacch or i
tion. *We need o know more about
the return on taxpayers” dollars
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Executive Summary

Program Participant Report

America Works is a for-profit company that has placed approxumtdy 740 welfare recxpnems into
full-time jobs in industry. Emst & Young and America Works conducted a survey examining the
welfare histories, family status and current employment status, as indicated by the participants,
and prepared this report on their success in moving from the welfare rous to full-time
employment.

Currest Employment Siste

~ student or homemaker) or are disabled. The remaining 8% unemployment rate compares
favorably with the overall unemployment rate in New York City of 9.6%!.

Additional Fmdmgs

o 30% of the participants have been promoted and their raises and salaries are competitive with
other individuals in similar positions.

o 69% of participants are still employed at the original jobs America Works placed them in.

o 33% of participants were eligible for Aid to Families with Dependent Children grants after
starting with America Works. Only 18% were eligible as of March '93.

o Supplemental income grants to the participants were estimated to be an average of $423 per
- month when starting with America Works, after a 4 month trial period they would have been
reduced to ~3$78 per month and as of March ‘93 they would have been ~$29 per month.

o 33% of participants who are working are still receiving some form of government benefits.
« Participants spent an average of 4.7 years on welfare.

| Page 3
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o Average monthly grants awarded to participants were ~$1,033, including cash grants, food
stamps and rent subsidies.

o 49% of the participants lived in some form of subsidized housing.

o The average number of children per participant was 2.1, 19% had a child under 3 years of age,
and 43% had a child under the age of 6.

o Usage of children related programs by the participants is as follows:
- 68% used WIC. ‘
- 43% used Publicly Funded Day Care.
- 42% used Headstart.
- 15% used Summer Youth Camps.

o 50% of the participants enrolled in a proprietary business school, 31% graduated and 6%
actually acquired a job. They borrowed an average of $3,234 in order to attend school.

Company Survey

Additional questionnaires were sent to companies that have hired America Works program
participants in the past. The survey examined hiring costs, number and status of America Works
candidates hired, potential cost savings, tumover effects and the types and relative importance of
the services Amcnca Works offers. .

e 51% of the 36 companies surveyed mdxcsted that America Works helped reduce their
turnover in entry level positions.

About 37% of the companies surveyed md:cmd that there was 8 somewhat high to high i unpact
on their turover. :

"Page 4
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Additional Findings

s 94% indicated that the America Works Corpome Representative provided valuable services
and the services most often used were as follows

- communication facilitation  59.40%
- counseling 59.40%
- servicing hiring needs §9.40%
- outside support for workers  40.60%
- on job the skill enhancement 18.80%
. disciplimxy actions 15.60%

s 10 companies, represennng appronmatety 15% of the program pm:mpants placed, responded
to the financial survey.

« 8 companies indicated that America Works saved their company money.

e Areasin which money was saved were hourly rate payments, Holidays and sick days, benefits,
advertising costs, hiring costs and placement fees.

» 7 companies indicated an average saving per worker of ~S2 449.

Page S
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Scope and Methodology
Participant Report

During February and early March of 1993 America Works contacted by phone 341 or ~47 % of
the 724 individuals it had placed in full-time jobs during the proceeding 4 years. A quesnonmure
designed by America Works and Emst & Young was completed during the telephone interview
and then forwarded to Emst & Young for data entry and analysis.

Swvey Respoass Rates

$00 ¢ !

04

w0 |
im ! 1 | B Acstl# of Survey Puticipaats
¥ 30 ' : Bmmwmmmdmm
- 0 ! : ' Timo Jobs -

100

0

W % 9 92 9N AlYen

Company Survey

Ernst & Young mailed Surveys to 50 of America Works clients, 10 of the companies responded.
Although the response rate was small, due primarily to the companies not having the financia! data
that was requested svailable, the companies that responded had hired approxunaiely 106 or 15%
of the 724 individuals placed by America Works

Additionally, & follow-up Quecnonnmre was sent by America Works to their client companies
requesting information on ncn-ﬁnancml issues. Approximately 38 companies responded to the
follow-up questionnaire. |

Errors

All surveys are subject to a variety of sources of error, and it is common to include in surveys
phrases such as "This survey has a margin of error of +/- 3%." Unfortunately, this is often
misleading. Even the U.S. census is susceptible to several different sources of error, most of
which cannot be accurately estimated.

All surveys are lisble to severs! possible sources of error. The most important being:

 Non-response; This is an error that is introduced if those who were interviewed differ
from those who were not interviewed.

‘Page 6
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mmw Wh:ch may theorencally be substantial even on very large
surveys. There is no way to calculate the maximum possible sampling error for a survey.
All we can do is estimate the probabilities. .

ng& Particularly where the survey is measuring an attitude or a future
intention. In addition, qawtm sequence can influence the responses, particularly to

. attitude questions.

sz_memgr_m This is an error that may be introduced due to an attempt to mtc:pret
8 subjects response in a favorable light by the interviewer.

Subject Bias: This is an error that can be introduce by the interviewee attemptmg to
suppiy an answer that they beheve will please the interviewer.

Additionally, it is often necessary or desirable to compare one group of individuals to another in
order to obtain a more accurate representation of the results. In this report we were only
attempting to examining individuals who were successfully placed by America Works in full-time
jobs. No attempt was made to acquire information from individuals who were not successfully
placed or form individuals who were placed or referred by other programs o who obtained full-
time employment on their own. The reader is cautioned to bear in mind all of the above caveats
when reading or interpreting the results presented in this report. However, we believe that the
information contained in this report is a reasonably fair and accurate representation of those
individuals who were successfully placed by America Works in full-time jobs and may be used to
provide insights as to the performance of America Works' program. <

Page ?
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Program Participant Report
Introduction | |
The firm of Ernst & Young was retained by America Works of New York to perform a survey of
welfare recipients placed by America Works in full-time jobs. Emst & Young examined the
welfare histories, family status and current employmw status 85 indicated by the program
participants and prepared this repon on their success in movxng from the welfare rolls to full-time
jobs.

An additional survey was used to evaluate the benefits to industry of using America Works
services. Examined, were hiring costs, number and status of America Works candidates hired,
potential cost savings, tumover effects and the types and relative importance of the services
Amenca Works offers. :

The overall purpose of the two part survey is to attempt to document the advantages of using the
types of services prowded by America Works. Individuals who would be interested in this report
are welfare recipients, taxpayers and Government agencies and any company interested in hiring
welfare recipients. The Federal government as well as State and local governments throughout
the country are currently addressing a variety of welfare reform issues. This report should make
some small contribution to that effort.

Background :

America Works is a private for-profit company that places welfare recipients into paying jobs in
industry. America Works receives & below-market hourly stipend from the hiring company during
the first four months of the employment period (known as the trial penod) and in turn both pays
the applicants and provides on-the-job support. The applicant receives a performance evaluation
every two weeks from which feedback is used to counse! the individual to improve his/her job
skills and work attitudes. Additionally, America Works acts as a proxy with the social service
agencies for the apphcant It ensures that the benefits the applicant is exmtled to are continued or
reduced in the appropriate manner.

The hiring firm has a no-risk optxon regarding the applicant. If the applicant is hired after the trial
period, then the employee's welfare benefits are adjusted accordingly. Some benefits such as
public housing, daycare and Medigaid may continue for sometime afterward, usually for about one
year. ' ' '

For the ;Surposes of this survey, program pﬁnicipants are those individuals who #uccessﬁmy
completed their 4 month trial period and were permanently hired. The time penod covered by this
report was from April 1, 1989 to March 1, 1993,

Page 8



SENT BY:ERNST & .YGUNG 111~ 2-83 312:08PM i FINANCIAL SERVICES- 88140921:8% 8

America Works | DRAFT 10227/93
Program Performance Survey

Analysis

The average number of years spent on welfare for the group was 4.7. Those participants that
spent time on their parent's budget listed an average of 6.4 years. However, only 16% of the
group indicated they had been on their parent's budget. The number of years on public assistance
ranged from & low of 2.9 years for those placed in '3 to 8 high of 5.7 for those placed in'90. -

Monthly Grunty
$1,200 1/ R {7 LI
/ Z e Wi, Vi Sre vy Vet
‘l,m p |"""o'".,«»,~‘* “I ey iR .Y =TT BLOCIN
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- R AN : L
m - ¥ Al . ¥ " * . T - Y
8 %0 9 92 9 AllYun
. Yo Placed

The average total monﬁﬂy cash allotment for the, group was Sl 033 per month. consxstmg of an
average of $416 per month in the form of 8 cash grant, $188 a month for food stamps and $278
for rent. Additionally, 20% of the group received & Section 8 grant of $458 per month. This adds -
up, on average to about $12,406 a year. On the basis of year placed, the total monthly grant
fanged from $985 in '89 to $1,069 in ‘92, Thuiurdmvelynarrowrangerepresennnsans 5%
mcrease across 4 years. :

Dara O
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Subaldized Howing
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Overall 49% indicated that they lived in some form of subsidized housing. Thirty percent of the
group indicated that they lived in public housing. Tweaty percent indicated that they lived in
Section 8 housing and an additional 12% said that they had stayed in a shelter. The average stay
in 2 shelter ranged between S-11 months.

Nasaber a0 Ag of Childres

approximately 10. ‘

Page 10
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Participaats Whth A Chid Loos Thas § o § Yoars of Age

Yesr Flaosd ’! :
: 2

The number of participants who had a least one child of less than 3 years of age was 19%. The
number of individuals with at least one child less than 6 years of age was 43%. On a year placed
basis, the low for a child less than 3 was 7.7% in ‘93 and the high was 27.7% in '92. For a child
less than 6, the low was 31.7% for '89 and the high was 53.9% for '92.

Childres Roixted Public Programe

There were 8 number of supplemental programs used by the group. WIC, & special food program
for women with dependent children, was the most heavily used at 68%. On average l 5 children
were on WIC for a period of about 3 years.

Page 11
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The next most utilized program was pubﬁcly funded day care. About 43% used this program.
The average number of children was again around one and a half and the length of time used was.
again almost 3 years. T!wnumb«ofpunapamsuungdaywedippad during ‘90, '91 and '92
and increased again for '93.

Forty-two percent of the participants used Headstast. The group had sbout 1.5 children in the
program for two snd & quarter years. By year placed, the number of pamczpants using Headstart
decreased from 44% in '89 t0 25% in'93.

Summer Youth Camps was next with only 15% of the respondents having utilized them. The
number of children attending was 1.6 and the length of time was almost 3 years. Summer Youth
Camps only last for about 3 weeks during the summer 80 it is likely that the average total time
apcnt in camps was really only 9 weeks.

Another major componem of Public Assistance is Medicaid. Estimating the cost of Medicaid
would add an additional $417 a month to the welfare recipient's benefits. There are additional
costs for other child and non-child related programs presented here that are too numerous and/or
complicated to estimate.

Approximately 50% indicated that they had enrolled in & proprietary business school, about 31%
comp!ﬂed their training and only 6% actually acquired a job. Twenty-eight percent of the
participants borrowed money to attend business school and they borrowed, on average, $3,234 to
do so. All of the above numbers remained relatively consistent when examined by year placed.

In addition to business schools, approximately 21% of the participants attended an employment
training program sponsored by the public assistance agencies
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Progrun Porticipaats Balary DifResatel
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$8,000
$6.000 N Corent Salary

$4,000
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salary. The raises provided to the participants are comparable with other individuals in their
positions in industry. The number of participants promoted ranged from 46% in '89 to none in '93
with the average for the group hovering around 30%. The number of times that participants had
been promoted ranged from 2.3 in '89 to 1,3 in '92 with an overall average of 1.6. The number of
promotions is mostly attributable to the length of time an individual is in their job.

Amcust of Tize ln Job

Banployed at Same Company
Beoployed at Differont Company

Co i
Year Placed »
2

Those participants who remained with their original employer have been in their current jobs for
an average of 1.87 years, while those who switched enmployers have been in their current jobs for
only one year. Sixty-nine percent of participants are still employed at their original jobs. Given
the clerical nature of the jobs, this is a favorable rate. The percentage remaining in their original
jobs increased from about 60% in '89 to 100% in '93.
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PubBe Acsiitencs Rapplunestal Graat Throshald’

Yoo Placed >

All of those placed in the 4 month trial are on Aid to Families with Dependent Children (AFDC).
Depending on the grant size, size of family and the salary received the AFDC benefits will be
reduced. While on America Work's payroll (during the 4 month trial) the average number of
participants who were eligible to continue to receive a grant was 33% the average number
currently eligible is only 18%. '

Eatinstod Pebllc Asistenco Suppismontel Grant

Yoar Paced -

We have estimated the average supplemental grant amounts for those participants who were
eligible to receive supplemental grants and who provided us with both a starting and current
salary . The average supplemental grant available when the participants were on America Works
payroll would be $423. The average after 4 months when the trial period was finished and the
applicent had transferred permanently to the company would have been reduced to ~ $78,
Currently it would be ~ §29. - '

Pace 14
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Worklag Partisipaats Recatviag Gov't Beoefits

The ave.rage ‘aumber of | progmm pamapmswhoara worlnng and still rec govemmem

benefits is about 33%
Booeftts Racolved
$0.00%
70.00% -
60.00% I - —
s | |
% 40.00% . .

receiving benefit is presented above. Mexdicaid at 70% is the most used of the benefits, but that
still represents only 62 participants.
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Year Plaosd

On average about 85% of the program participants are still employed with about 13% having
returned to some form of Public Assistance. An examination of the of participants who are not
currently employed reveals that about 8% are looking for work, 6% have found other occupations

~ for the short term (e.g., student or homemaker) and the remaining 1% are undergoing treatment
or have retired. Of the total about 13% have returned to some form of public assistance.

Breskdown of Upem ployed Participaats
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Company Survey
- Introduction
Apprommately S0 questionnaires were sent to companies that have hired America Works program
participants in the past. The survey examined hiring costs, number and status of America Works
candidates hired, potential cost savings, turnover effects and the types and relative importance of
the services America Works offers The response rate to this survey was less than satisfactory so
an additional questionnaire requesting less detailed information was mailed by America Works.

Subsequently, we provide the data as 8 general guideline only and make no representation that a
company using America Works services would obtain these or similar results.

Background
America Works provides initial screemng, hmng, and training services for companies. After an

- applicant has been screened and placed in a job. They spend the first four months of their
employment on America Works' payroll. During that trial period the company is billed an amount
less than what their costs would be if they had hired someone directly. If the company decides
that they want to make the individual a permanent employee. America Works transfers the
individual to the companies' payroll and process tax credits, provided for by the state, which
further reduces the company's' costs. If on the other hand the company detides not to hire the
individual there is no further obligation after the trial period ends.

Analysis

51% of the 36 companies surveyed indicated that America Works helped reduce their turnover in |
entry le level positions.

| About3of thoc-ompanies wrveyedindxcated that there was & somewhu Mghtohish impwt
on thw tumover.
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94% indicated that the America Works Corporate Representative provided valuable services.
| ‘!at'vlcu Provided
w.m‘ i —
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composed of America Works largest clients and does however represents approximately 15% of
the program participants placed.

8 of the companies indicated tha: Amenca Works saved them money. The areas in which money
was saved were hourly rate payments Holidays and sick days, beneﬁu, advertising costs, hmng
costs and placement fees.

7 of the companies indicated an estimated average saving per worker of ~$2,449. The average

number of workers among this group. was 14.7 which resulted in a estimated net savings of
approximately $12,593 per company.
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- Summary

For the four years that Americe Works has operated in New York, it has helped more than 700
welfbre recipients obtain full-time jobs. Of that sumber about 85% are still full-time employees.
Of the 15% who are not employed, about half have either undertaken to improve their
opportunities by going to schoo! or have taken time out to start or be with their families. The
remaining half indicated that they are actively looking for work. Given that the March 1993
unemployment rate in New York City was 9.6%!, the number of unemployed participants is in
line with the general economic conditions prevailing in New York City at that ume.

The job retention rate, raises and promotions appear to indicate that the program parﬁcipmts
have committed themselves to full-time employment. The data also indicates that in a few cases
participants will remain on welfare wtnle they work but most will come off Public Assistance
within 8 few years. '

The benefits to the companies that hire America Works individuals are 8 4 month trial period in
which to determine if the applicant is the right person for the job. This helps greatly in reducing
hiring and turnover costs. Additionally, since the state continues Medicaid for about 6 months
from the time the applicant starts his’her job, the company has reduced medical benefit expenses
for the first year of the individual's employment,

We will leave it to the reader to draw there own conclusions regarding weather America Works is
the answer for them. However, if you are a company with a social conscience and a need for
entry level workers. America Works may be able to help you.

1Burcau of Labor Statistics New York City March 1993 unemployment rate
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« From: pster cove To: Bruce Reed Fax from Poter Cove - America Works Page Tof 1

W,fm
To:Bruce Reed ' ‘ A h v,
From:Peter Cove ~
| v@ws
1 have sent you my letler to Ellwood and the follow up memo to him asking for Mary Jo's

allenlion. Could you please follow up. Much thanks. 1 wiil gel back te you quickly on your
request regarding the private sector.

a
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From: peler cove Tu: Bruce Reed ’ Fax trom Peter Cove - America Works L Page 1 of 1

To: David éilwood
From: Peler Cove
Re: Work Supplementation-Jo Bane

I have sent a letter to Mary Jo Bane and have followed up with
five unreturned phone c¢alls. Could you please speak with her
about the lssue of Work Supplementatlon Senator Moynihan's office
asked me to take up with HHS. Much thanks. Call if we can be of
any more help on welfare reform, ,



b

v .

From; peter cove To: Bruce Reed . ’ " Faxfrom Peter Cove - Amstica Works - Page 1ol 1

Dear David:

At the suggestion of Paul Offner I want to ask your assistance in
changing the rules regarding work supplementation as described in
the Family Support Act. My request is that The Secretary waive
the "NEW JOB" requirement contained in section 484 (c) which bars
a participant from being assignhed to "FILL ANY ESTABLISHED
UNFILLED POSITION VACANCY" This request would cover only jobs in
the private sector, not those in government. Section 482(C) (IV)
contains a provision that might allow The Secretary to waive this
restriction. This provision currently restricts welfare
recipients from work supplementation in about 95% of the jobs in
the private sector since these are unfilled existing jobs. The
House and Senate both approved this change in H.R. 11 (see pg.
1284 of the Conference Report-section 102-1034) The whole bill
was subsequently pocket vetoed by President Bush.

Senator Moynihan's staff (I believe Margaret Malone) got the
agreement with AFSCME to delimit the NEW JOB provision to
government jobs exclusively. I want to ask your help in freeing
up this program in advance of any new welfare legislation so that
the private sector may start hiring in larger numbers welfare
recipients ready and willing to work. Given last yvear's
legislative passage, Senator Moynihan's support, and the
authority for The Secretary to waive the provision, this should
be a simple and expeditious strategy for the Administration to
uptick private hiring of previously dependent recipients of
welfare.

I have enclosed testimony I presented in 1989 to Senator
Moynihan's Subcommittee which details the problem. I will call
you next week to discuss. Please call Paul Offner as well for
any further background. Much thanks in advance for your help.

It was an honor to be able to testify at the welfare hearing last
week and to talk with you following the hearing. I look forward
to the results of the working group's efforts and would be
pleased to assist wherever possible.

Sincerely

Peter Cove
Founder
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July 14, 1993

Mr. Bruce Reed,

Deputy Assistant to the President
for Domestic Policy

0ld Executive Office Building

Washington, D.C. 20501

Dear Mr. Reed:

It was an honor to have the opportunity to brief you on
welfare reform and America Works. We appreciate your taking
the time to discuss these issues with us.

On your recommendation and with encouragement from
Senator Breaux, we have drafted a proposal to develop a
national demonstration project similar to what we discussed
with you that would stimulate the private sector, reduce the
expenditures of welfare dollars by government, and get people
off welfare and into good jobs. That proposal is enclosed
along with a recently released article in City Journal
documenting some of the public policy obstacles we face.

We look forward to working with you further, please feel
free to contact us or Richard Greenwald regarding any
questions you may have at (212) 529-2900. If at all
possible, a visit by the President would help focus on the
critical element of a two year and off policy. I hope you
are able to arrange that.

Sincerely, -
—— S
\ff{, ' \) w‘*d’i* . / " / ' s ( o ;‘('
Dr. Lee Bowes, : Peter Cove,
CEO Founder

Enclosure
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WELFARE TO WORK DEMONSTRATION

ISSUE - HOW TO REDUCE WELFARE DEPENDENCY, CREATE A REVENUE NEUTRAL
MECHANISM TO FINANCE A JOB EFFORT, REDUCE THE BUDGET DEFICIT,
STIMULATE PRIVATE INVESTMENT AND MAKE GOOD ON TWO YEARS AND OFF

" PURPOSE -

Initiate a national demonstration of a fully performance based
welfare to work program for 500,000 people annually for five years.
Federally funded under the Family Support Act (FSA) but state
implemented, private sector run welfare to work companies would be
encouraged to invest in mounting programs which only if successful
would be paid. This proposed demonstration is based upon America
Works' successful nine year experience in two states. Review of
America Works' experience and other programs focusing on jobs first
as a welfare strategy suggest a major role for this type of
approach. The key elements are: :

oFor five years place approximately 10% of the welfare
population into jobs each year.

°Save 67.5 billion dollars during the five years in cost
savings, half of which can be used to reduce the deficit and the
other half can be reinvested into an increasing fund for welfare to
work. :

eStimulate private capital investment into welfare to work
programs.

oFor the first time in welfare to work 'programs direct
government to pay only for successful welfare reduction, not for
programs regardless of their impact.

BACKGROUND -~

1. The Aid to Families With Dependent Children Program was
. established in the 1940's to help widows and their children. It
has grown into a massive entitlement program.

2. There are over five million families on AFDC and the
welfare rolls are growing. The costs have reached 150 Billion
dollars. Of those on welfare, 60% stay for more than five years.
Researchers say there is a trend toward longer term and
intergenerational dependency.

3. Since the 1950's there have been a number of programs
targeted at reducing dependency. In 1989 congress passed FSA. The
JOBS piece of this legislation directs the states to design welfare
to work strategies. '

4. ~ Simply stated there has been a debate in the field
between those who believe in jobs versus those who believe that the



route out of dependency in through education. The regulations for
FSA heavily emphasized llteracy and education- as the route out of
welfare dependency.

5. The general consensus is that the employment and training
systems have not been effective. Many welfare recipients have been
through a number of training programs of business schools yet have
failed to find employment. They have paid for process not outcome.

6. Since the FSA implementation States have not drawn down
all of the funds the federal government made available. This is
because the local municipalities can not get its law makers to
allocate additional revenue to the welfare budgets which are
escalating. Thus the funds are there for dependency but not to
seek a way off.

7. Recent research evidence indicates that desglte FsA
regulatlons, a Jjobs first approach, not education, is more
effective in reducing the welfare rolls. (See the Rockerfeller
Foundation studies, Riverside California's outcomes, MDRC research
~and the experience of America Works.)

8. Job placement efforts targeting prlvate sector jobs can
have the additional benefit of acting as an economic development
tool. According to a recent Ernst and Young study conducted on the
welfare recipients placed by BAmerica Works businesses averaged
$2,448 savings per worker.

RECOMMENDATIONS -

The creation of a two billion dollar per year demonstration
for five years paying $4,000 each placement. The placement fee
would only be paid after a person had been working 90 days. The
project would place 500,000 people a vyear. A 60% projected
retention rate would yield: : '

500,000 welfare recipients X 60% retention = 300,000 X $15,000
(the average cost to keep a family of three on welfare) X 3 years
(the average length of time the family would have stayed on welfare
without the program) X 5 years (the length of the demonstration) =
67.5 billion dollars in cost savings for the five years of the
program. Some of the funds can come from the unexpended FSA
obligation thereby reducing the need for new funds. The
demonstration will have the following elements:

°For each welfare recipient placed into a job a calculation of
a cost savings to the taxpayer will be made. For as long as the
individual remains off welfare a deposit will be made into the
_ savings. Fifty percent will go into reducing the deficit and 50%
will go into a new reinvestment fund. This fund will be a new
entitlement for jobs pool. Based upon the above calculation 38.75
billion dollars would be available for future welfare to work
programs.



©The demonstration will be totally performance based. The
organizations delivering the service will only get paid when a
person goes into a full-time Jjob and have retention of 90 days
thereafter.

oThe demonstration will not require local match. It will be
fully federally funded. However the program operation funds will
be expanded by the use of Work Supplementation funds (see Jobs
Regulatlons ln FSA) for private sector jobs.

‘oThere w1ll be an on-going evaluation of the effectiveness of
the approach and the true costs savings.

oFederal and participating State laws will be amended to allow
reinvestment of savings from welfare into job programs which are
paid only if they get a person off welfare.

IMPLICATIONS -

1. ThisAwill build the capacity through job placement to
implement a two years and off welfare if that becomes policy.

2. A fund will be created out of welfare savings to fund
employment efforts in the future.

3. Through the evaluation component there will be hard
evidence of the outcomes and value of the demonstration.

4. The performance based contracting model, if proven to be
more effective will be adopted throughout the employment and
training system. .
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New York City has had Iittiev
success in moving welfare
recipients to work. But s private
company celled America Works
is placing hundréds of themin
¥ . good, private-sector jobs. s

» secret: stiessing basic work

habits and contacts with

potential employsrs.

66 , LT I0UINAL

America Works
A Venture to End Depéndency/

jan Rosenberg
and Sol Stern

n February 1993, the New York Times carried a front-page storv
recounting the many frustrations suffered by a middle-aged wom:n
trying to get off the welfare rolls and back into the labor market. The
article appeared just two wecks afier the inauguration of a new pres-
dent who had pledged to “end the welfare system as we know it™ by
requiring stringent back-to-work programs for abie-bodied recipiens.’
But what really raised evebrows was that the “welfare client™ profiled
in the article was actually Barbara Sabol, commissioner of the cin’s
Human Resources Administration (HRA)..

The normally préss-shy Sabol gave the Times an exclusive
account of how she had posed as a poor person and applied for welfare
in order to learn how her ageneay treats its clients—not very well, she
discovered. She described long waits in filthy, cockroach-infested
offices. She said she had been “depersonalized™ by the system, and wis
particularly critical of caseworkers in the citv’s BEGIN (Bcgin
Emplovment Gain Independence Nowj program, which was created
to get recipients into the labor market. They seemed indifferent to her
expressed desire to move from an unsatisfying mandatory work assig-
ment with the city to a full-time job. “1 mean, nobody saw my spark.”
Sabol said. She concluded that HRA should become more focused on
helping welfare clients scarch for jobs as soon as they enter the system.

~ Did Sabol's experiment signal the beginning of a serious, lonz-
overdue c¢ffort to apply David Osborne’s concept of “entreprencuria
government”—making government social services more accountable
and competitive—to the huge HRA burcaucracy? It appears not. Sabol
has once again become largely “unavailable™ to the press. From &l
indications, not much has been done to improve HRA's dismial record
of helping welfare recipients break the avcle of dependency. '

Indeed, 2 recent study by the Public Policy Institute concluded
that the percentage of New York State’s welfare recipients (of whom
HRA’s clients are the overwhelming majority) who move into paving
jobs has actually dropped over the past several vears. This happened
despite new federal mandates imposed by the 1988 Family Suppornt

“Act, which aimed to get welfare clients back to work. “Most states

Research for this article was supported by the ] M. Kaplan Fund.
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leapt at the opportunity™ to put the Family Support
Act’s requircments into cffect, wrote the legisla-
tion's principal author, Senator Daniel Patrick
Movnihan, in the report’s introduction. “Not New
York.” The study faulted New York's “questionable
decision to emphasize schooling to the exclusion of
job experience.”

In New York City, it was none¢ other than
Barbara Sabol who shifted the BEGIN program’s
¢mphasis away from securing immediate ¢mploy-
ment for welfare recipients. Instead, clients assigned

to BEGIN arc allowed to choose among various

training and education options. “In some ultimate
sense HRA still believes in the employment goal,™
savs Lawrence Mead, a welfare researcher at New
York University. *But so much priority is now given
to reducing ‘barriers’ around recipients that few face
anv real pressure to go to work. BEGIN is induct-
ing 2,500 new clients 2 month, but so many drop
out and so few look for jobs that no impact on the
cascload is-discernible. HRA simply has not con-
fronted the cthos of entitlement that surrounds wel-
fare in New York.”

Road to Success _
Yet even in New York City, there are model pro-
grams that successtuily match long-term welfare

sands of welfare clients, with an average of between
five and six vears on the rolls, in private-sector jobs
with an average starting salary of $15,000 plus ben-
cfits. Employers have been overwhelmingly satisfied;
America Works has a long list of companies that

keep coming back, asking for more referrals from

the welfare rolls. America Works has staked its sur-
vival as a profitable business on the proposition that
welfare clients, properly motivated and helped with
a Iimited amount of technical assistance, can be suc-
cessful at gerting and holding jobs.

Consider the case of 35-year-old Lenore
Green. Other than vwvo short-term jobs, she had
been on public assistance all her adult life. Like
Sabol, Green had a disappointing expericnce with
HRA's BEGIN program. “Theyv basically give vou
the vellow pages and tell vou to start calling to find
a job,” she savs. “Thev also do something thev call
‘networking,’ where someone comes in and savs
that some company is hiring. And they tell vou to
read the New York Times. Well, 1 was doing that
anyway.”

~ When Green heard about America Works, she
asked her caseworker 1o reter her to the firm, even
though its offices are in lower Manhattan and she
lives in the Bronx. When she made the trip, she
found a businesslike facility, in contrast with the

clients with private-sector jobs.
During her underground stint as a
weltare client, Sabol might have
asked her caseworker to refer her
to a privatelv owned employment
service called America Works, Or
she mighf have called the company
herself, as some wellare recipients
do. Had she made that connee-
tion, Sabol’s “spark™ would cer-
tainly have been noticed. In fact, it
is likely that she would have been
quickly placed in an entry-level
clerical job in a publishing firm,
law office, or insurance company.

i - 2

For the past five vears,
Amecrica Works has placed thou-

A job-readiness class at Americo Works.
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AMERICA WORKS

grim welfare offices she was used to visiting. ‘A
politc receptionist directed clients and visitors to
the business lab, the pre-employmient classroom, a
small meeting room, and staff offices. America
Works was humming with activity, and no one was
waiting in line.

Green signed up, and after a week of pre-
emplovment screening and “job readiness™ training,
she landed o two-week data-entry job. Immediately
“thereafter, she was sent on .nwo interviews, cach of
which led to a job offer. She currently works in the
claims department of the Amalgamated Life
Insurance Company.

America Works makes its monev by
contracting with state welfnre agencies
to place clients in jobs

1

Amcrica Works functions as a kind of “old
girls” network.™ (Most of its clients are women.

“Staft members build relationships with emplovers
and provide the connections to the job market thar

women on welfare usually lack. *After screening 1o
make sure there’s 2 it with what the emplover is
looking for, thev go out and represent vou to the
cmplover,™ Green savs. “They help vou get that
interview.”

JAmerica Works makes its money by conrract-

ine with state welfare agencies 1o place clients in

jobs. The contract is performance-based: the com-
pany is paid (about $4.000 per client in
Connecticut and 85,300 in New Yorky only after
the client has complered a four-month probationary
period with an emplover, The state comes out
ahead as well. Forits fee of $3.300, America Works
estimates that it saves axpavers $22,000 a vear, the
cost of keeping 2 mother and nvo children on the
weltare rolls in New York.

America Works is the brainchild of a husband-

“and-wife team, Peter Cove and Lee Bowes, Cove 1s .

1 community activist, a veteran of the 1960s War on
Poverty and various non-profit emplovment training
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projects; Bowes is a sociologist. They launched
America Works in the mid-1980s with $1 million in
stan-upncapital and the belief, based on their own
expericnces in the job-training ficld, that the pnma-
rv obstacles preventing welfare clients from finding
and retaining jobs are a lack of connections and
gaps in interpersonal skills. Extended education and
IrANIAE PrORrams arc UNNCCCSSary, time-consuming
diversions, Cove and Bowes argue. Further, they
contend, clients with shaky sclf-confidence are best
served by an carly success in getting a job, not by
long periads of preparation. .

America Works™ week-long training sessions
are narrowly focused on the skills needed 1o land an
entrv-level job. A counselor works with clients on
such basics as maintaining a businesslike personal
appearance, speaking properly, preparing a résumé,
showing up on time, and arranging child care.
Attendance is strictly enforced: i a client is lare to
class, even by five minutes, she is dropped from the
program, though she may enroll again at a later
date. After completing the class, clients spend halt

“their dav in the company”s business lab, working on

tvping, word processing, and other otfice skiils
while they wait for job interviews. During the
remainder of their day, they can seek emplovment
on thar own.

Paula Phillips; an coerectic former school-
teacher who feads the training sessions, stresses that
chents” success depends on ther own motivation
and cffort. “*How manv of vou were referred by
BEGING™ she asks a larger-than-average class of 46
crowded into the classroom one spring morning.
‘Fight or nine women raise their bands. “Did they
sav that America Works \\'i||ldcl'|nilcl}‘ find vou 2
job?™ Ondv a couple sav ves, but she uses the ocaa-
sion to mail home her point: *There are no guaran-
tees. ... 1 vou want something, to happen, vou've
got to make it happen.™ *But,” she continues, =it
we don’t find people a job, we can’t stay in busi-
ness. We want to find jobs tor as many people as
possible.™ ' '

"The company’s entreprencurial cthos is catch-
ing. We spoke with numerous women and men in

1 .
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America Works classes who defied
the stercotypes of long-term welfare
clients steeped in a permanent cul-
ture of dependency. After waiting
several months to be admitted to the
program, they understood that they
had to compete for jobs, were work-
ing very hard at improving their
skills in the business lab, and were
confident that they would succeed.
Emplovers arc impressed with
the workers’ enthusiasm. “Their
candidates ;'éally want to work,”
savs the personnel director of a cata-
log ccxmpamL who, since 1989, has

relicd exclusively on America Works
for filling e¢ntry-level positions.
“Thev have people who have been out of work and
so thev're willing to stay with a job for quite some
time.” savs the manager of a law otfice, “They're
willing to stay longer than other people who
haven't been on public assistance. We're willing to
take a chance on them; we get a dcdicatcd and Joval
emplovee. It's a win-win situation.”

During the four-month probationary pmod
the emplover pays an agreed-upon wage to Amenca
Works, which pavs the employee minimum wage.
{ Emplovees’ \\dmrc grants are gradually reduced
during their transition to permanent work.) The
tral period allows the emplover to evaluate the new
emplovee’s work habits and adaptability to the com-
pany culture. At the same time, America Works
offers the emplovee services to case the transition
from dependency 1o the job market. America Works
job counsclors visit the-worker on the job every
week and meet with the employee’s supervisor every
other week 1o “troizblcshoot.:“ It there are problems
with punctualiny or attendance, or if the client needs
help with child care or housing. the counsclor will
intervene. “Most problems new employces have
show up quickly, in the first few months on the job.
That's why the ‘reps’ are so useful,” savs one
emplover, singling out the baby-sitting problems
that trip up even the most eager working mothers.

A trainee in the Amerika Worki business lab. -

After the probationary period, the employee is

paid a standard wage. The support America Works

provides during the transition period is clearly effec- -

tive; an estimated 85 to 90 percent of its clients are
still in their jobs at the end of the first vear.

Going Against the Grain

Despite America Works' success, New York's social-
service burcaucracy remains indifferent to its
promise. The company is under contract with New
York State to find jobs for 250 workers a vear, but
many more welfare clients are trving to get into
Amenica Works than #t can accommodate under its
contract. And the firm does not have a single con-
tract with New York Citv. Indeed, it has been
rejected four consecutive times for welfare:to-work
contracts let by citv agencies. Critics and cinv offi-
cials offer several explanations for the cin’s reluc-
tance to embrace the firm’s approach.

One charge is that America Works “xru:ns,
sclecting the most job-ready clicnts;who would
land jobs on their own amway, A New York State
welfare ofhcial disagrees. “That may have been true
carlv on, when they were getang their clients from
newspaper ads, but now more than half of their

clients come after failing to find jobs through
HRAs programs.™

And, indeed, why would people
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“who could find work on their own sit through a

week of job-readiness classes and then spend four
months working at minimum wage? It scems more
likely that America Works is successful with those
public assistance recipients who are willing to work
but lack the interpersonal skills, self-confidence, and
connections necessary to find work.

Another concern is cost. Cathy Zall, deputy
commissioner of HRA, argues that America Works
is much more cxpensive than other welfare-to-work
programs and that the $22,000 savings trumpeted
by the company is exaggerated, because it assumes
that none of the people placed in jobs by America
Works would have found work on their own.
Computing the exact savings from various welfare
reform programs is complicated, but the Public
Poli'q' Institute report notes that America Works'
placement fee “compares favorably ‘with the $8.259
per placement cost of the JOBS program.™ a tedceral

initiative offering education and placement services.

Our interviews with welfare officials and inde-
pendent analysts suggest that much of the criticism
of America Works is driven by an underlving suspi-
cion of a for-profit conipany operating on the belief
that welfare clients can and should compete in the
market economy. This approach directlv challenges
the institutional biases of much of the nonprofit
world and the government bureaucracy.

How could a company that places so many
people in good jobs be judped as lacking

“Aemonstrated cffectivencs™

Some ofhcials concede that such a bias exists. -

“It’s very difficult for us in the social work professions
to accept individuals who make a profit,” savs Audrey
Rowe, Connecticut's commissioner of income main-
tenance, who became a champion of America Works
after evaluating its performance under a state con-
tract. “It’s difficult to work through staff biases.”
Michael Dowling, New York State’s commis-
sioner of social services, adds that while America

70 I
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Amerika Works cofounder Peter Cove says government must
“bring in creative entrepreneurs” to help people off welfare.

Works has done “exceptional work,” the state has
come in for “criticism from the traditional employ-
ment and training agencies, from the nonprofit sec-
tor. They wanted to know why we were contracting
with a for-profit agency.”

Compounding the problent is the burcaucraric
procedure by which contract proposals are judged, a
process that clevates form over substance. In the
competition tor a recent welfare-to-werk contract
with the citv's Department of Emplovment (which
America Works lost), the final decision was made
largely on the basis of the written “statement of pur-
pose™ in the contract proposal. The organihtion's
success rate in actually plicing and keeping recipients
in jobs was a secondary consideration. In a proposal
for another Department of Emplovment contract,
Amenca Works camed jhst one-quarter of the possi-
ble points for *demonstrated cffectiveness.” How,
we asked our guide through the bureaucracy, could

~a company that was placing so many people in good,

private-sector jobs be judged as lacking “demon-
strated effecriveness™ The answer: “They just didn't

write a very good proposal.”

America Works recently found itsclf a- new
champion, Manhattan Borough President Ruth
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Messinger. Having scen the company's good work
for herself, Messinger tried to cut through the
burcaucratic thicket by intervening directly with
First Deputy Mavor Normuan Steisel. Her letter to
Steisel recommended that the city take a second
look at how America Works could benefit New
York's welfare reform cfort.

Steisel’s reply was, tvpically, more bureau-
cratese. He expressed regret that America Works
had lost four straight competitions and explained
that there just isn’t enough money to fund all the
worthy proposals. He encouraged America Works
to keep trying. Finally, the depury mayor assured
Messinger that the Department of Employment was
“looking forward to receiving additional proposals
from Amcrica Works in rcspo‘nsc to future RFP’s
[requests for proposals].” ‘

Beyond Left and Right
Tomes have been written about the difficulties of
getting long-term welfare recipients into the job

market. Liberal and consenvative ¢ntics alike insist

on the almost insurmountable odds against ending
welfare dependency. Conservatives tend to argue
that long-term welfare clients won't work, because
they have not developed the values and discipline—
the “culture,” if vou will—that push people into the
labor market. Liberals counter by arguing that the
jobless poor can't work, pointing to a range of
“structural barriers™ that prevent minonity and
unskilled ihncr-ciry residents from succeeding in the
private job market. ‘

For many conservatives, the solution is some-
thing like economic shock therapy—reducing bene-
fits or even taking people off welfare altogether. For
their liberal counterparts, welfare reform must await
major governmental intervention in the cconomy to
create “decent” jobs. » '

America Works confounds the shared pes-
simism-of both liberals and conservatives about the
possibility of getting welfare recipients into jobs
quickly. It points bevond the familiar “won't work™
versus “can’t work™ argument, toward pragmatic,
intermediate solutions.

America Works confounds the shared

pessimism of both liberals and conservatives

Peter Cove argues that success in welfare reform
“must- be measured by the obtaining of jobs, reten-
tion, and the resultant welfare cost reductions.”
Government should not pav for classroom programs,
he says, but for “the job acquisition and retention that

result. . .. This will immediately guarantee govern:

ment getting what it pays for. It will bring in creative
entreprencurs and maintain only the successful ones.™

These ideas, very much in keeping with
President Clinton’s stated goal of making govern-
ment social senices more effective and accountable,
are worthy of attention in the coming national wel-
farc reform debate. In New York Cire, meanwhile,
hundreds of weltare recipients on America Works’
waiting list deserve better. They too have “sparks™
that ought to be recognized. . : |
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AMERICA WORKS

January 9, 1994
Friends of America Works

We are sending you this letter to thank you for your support over
the past year and to update you on our organization. America Works was
started ten years ago and people said then it was ten years ahead of its
time. It would appear our time has come. By any standard 1994 has
been the most successfu! in the history of this company. The year started
with Mayor Giuliani doubling the size of the New York City company. After
years of struggling to get the City's support of the city, it was refreshing to
see a politician follow through on a campaign promise. Companies were
established in Indianapolis and Albany. These companies both had initial
start-up problems, not of finding jobs, but getting welfare recipients out of
the welfare system. Now both are running well and we look forward to
many future years of success. (See the enclosed article on the first year

. celebratlon of our: success: in Indianapolis.) Our Connectlcut company had
one of 1ts best years, as well.

We expect to. be the subject of several research studies this year. In
a study of America-Works' placements conducted by New York State, 82%
of our placements were still employed after 14 months, showing a much
higher rate of independence from public assistance than other JOBS
programs that the State funded. '

We look forward to growth in many areas in1995. A joint venture is
being planned with .LISC, a national crganization which supports ‘
community development.corporations building low income housing. We
have proposed to enter into joint ventures with local CDCs to develop job
opportunities for those living in these housing units. Two new sites are
planned and initial negotiations have begun in Chicago as well. Inquiries
from state and local governments about the potential for America Works
‘developing new operations in their states have increased. It is anticipated
that the demand will.continue as the welfare debate continues.

‘There are:two research findings which bode well for the growth of

Amerlca Works and dlspute the long held beliefs in the field of welfare
that the solunon to long-term dependency was educatlon and training

Am#rica Works of New York, Inc., 575 8th Avenue, 14th Floor, New York, NY 10018 (212) 244-JOBS (5627) FAX (212) 244.5628
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programs. That notion was largely discredited by researchers at the
Rockefeller Foundation and the Manpower Demonstration Research
Corporation (MDRC), in which labor force attachment and on-the-job skills
attainment proved to be much more effective in moving welfare recipients
into the workforce. Another finding by the Urban Institute found that it
isn’t getting a job for welfa}e recipients that is difficult (60% get their own
within a year) it is keeping that job. There is increased awareness of the
need to provide support after the person gets a job. In fact we use the
Urban Institute’s results to, answer the question often raised by the public
about welfare reform- the jobs aren’t there. Since 60% manage to find jobs
within a year that isn’t nec‘essarily true. :

The recent political trends reflect principles for which America
Works has stood since its 1ncepuon We have always given taxpayers a
good return on their mvestments and our business is getting welfare
recipients jobs. The Amerlcan public wants government accountability, not
indescriminate funding of unproven programs. America Works has seen
that most on welfare can and want to work. We demonstrated that
government can get what 1t pays for and welfare recipients can be placed
in private sector jobs if the effort to do so is based on sound business
principles of accountablllty}

The demand for performance-based welfare to work approaches is
being supported on both sides of the aisle. We won public praise from
Mario Cuomo and Newt Gin;grich, which covers a wide spectrum.

This year found us spiending time in Washington working the:
Progressive Policy Institute;(PPI), Congressional staff and with the
President's Task Force on Welfare Reform. Although we did not see much
impact of our ideas on the President's proposals to date, we do expect to
find more receptivity in both the President's and Congress' proposals as
the debate continues. PPl and the DLC both recognized the problems with
the administration pursuing the traditional education and training
response to welfare problems. This is true as well for the Hudson Institute
which along with PPI will be sponsoring a conference on this subject '
January 25th on 'the Hill. .

D

At the encouragment of Senator Moynihan, Paul Offner and America
Works ran a conference of busmess people to recommend policies to the
Senate Finance Committee that would increase hiring of welfare recipients.
They did not propose more!tax credits or increased wage subsidies as we
might have expected them to do. They stated that basic education wasn’t
their concern, what they noted were attitudes toward and socialization to
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work. The ability to be on time and reliable, take direction and behave
appropriately in the work place are the biggest obstacles to hiring. They
asked for the developmentiof credentializing organizations that would
refer appropriate low income candidates for jobs. They strongly .
admonished the state employment services and local government
employment programs for their ineffective approaches and suggested that
‘'vouchers to employers to upgrade workers would be more useful than
training before a job, as Anherica Works has always contended.

On the policy front, lﬂeep your eyes on a proposal by David Riemer,
Chief of Staff for Mayor Norquist of Milwaukee. His groundbreaking notion
of Employment. Mamtenance Organizations to radically restructure job and
‘income delivery from the State to the private sactor is winning policy
wonk converts. Write to h1m for a copy of his seminal paper. This type of
approach to overhauling the present welfare and training systems into
effective configurations W1ll be taking shape in innovative ways in local

communities with the help of Washington.

As the demand for our services increases we expect this next year to
see substantial growth. Agam our thanks to all of you who have supported
our efforts to get welfare rec1p1ents jobs.

1 Happy New Year!

gl ol S

Lee Bowes
Peter Cove
Abe Levovitz

Enclosure
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EDITORIALS

“Let the people know the facts -
. and the country will be saved”
© ABRAHAM LINCOLN

i

A proéram that works

he U.S. Depér‘tment of Health and Human Services has
I given Gov. Evan Bayh approval to implement his wel-
fare reform plan, which, among other things, cuts off
benefits to "job ready" reciplents after two years.

Republican legislators say the reforms don't go far enough
and promise further restrictions during the upcoming Indiana
General Assembly.,

None of the plans will succeed however, if we look only at’
the recipient side of the welfare equation,

We must relnvept the system itself.

Just ask welfare mothers and you'll hear a litany of horror
stories. About caseworkers too caught up in paper to help
reciplents find work About hours spent in food stamp lines
that could be bel:l:er spent in job interviews. About months
devoted to training programs for jobs that 'may not exist.

One of the best examples of how to re-invent the delivery
side — and the obstac:les in doing so — is right here in
Indianapolis where Ameri-.
ca Works is.celebrating its
first anniversary today.
And on the verge of placing
its 100th welfare recipient
into the work force.

Not at McDonald's,

' AMERICA WORKS mind you, but at a bank or
a binding company or a
hospital offering health care benefits and career potential.

“We're not just whittling down the weifare roles,” says J.
Patrick Jackson, director of operations for America Works of
Indianapolis Inc. “We're taking someone who had been a
drain on taxpayers and turning them into a taxpayer.”

Unlike most job{programs for welfare mothers, America

. .Works is a for-profit business that only makes money when
recipients find jobs — and keep them.

The company gets $5,000 after a client has been at work
for six months. |

it's an arrangement with bullt-in incentive for success. To
make money, America Works knows it must match the right
people with the right jobs, while helping mathers solve
critical issues of child care, medical care and transportation.

The biggest problem facing America Works isn't finding
prospective employers Indianapolis companies are thrilled to
have a new job placement service in our present low unem-
ployment economy, ‘

-’ The biggest problem is getting candidates for jobs. The
majority of clients come to America Works after reading
_newspaper ads, no}t through referrals from welfare casework-
-ers as one would expect.

In one recent employment class at America Works, the
candidates umfarmly complained that they had been on
welfare for years blefore a caseworker even suggested a job

" . tralning or placement program.

And therein lles the problem.

“What are the ctmsequences for the welfare office when
welfare recipients don't find jobs?" asks Mayor Stephen
Goldsmith who luf‘ed America Works to town. “There aren't’
any.” .
A stary on today s op-ed page tells how another central
Indiana community is reforming welfare effectively through
innovation and cooperatlon
" No matter what other peforms oceur, it'is essential that the
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A<ZJ.UJU-'-UHCI indahapeNs where AmeH-

S ca Works Is celebrating its
first anniversary today.
And on the verge of placing
its 100th welfare recipient

- into the work force.

: . - Not at McDonald’s,
AMERICA WORKS mind you, but at a bank or :
a binding company or a ]
hospital offering health care benefits and career potential. |

"We're not just whntthng down the welfare roles,” says J. :
Patrick Jackson, dlrector of operations for America Works of :
Indianapolis Inc. “We're taking someone who had been a ' '
drain on taxpayers and turning them into a taxpayer.”

Unlike most job programs for welfare mothers, America
Works is a for-profit business that only makes money when
reciptents find jobs —- and keep them,

The company gets $5.000 after a client has been at work
for six months, .

It's an arrangement with built-in incentive for success. To,
make money, America Works knows it must match the right
people with the rightijobs, while helping mothers solve
critical issues of child care, medical care and transportation,

The biggest problem facing America Works isn't finding
prospective employer:s. Indianapolis companies are thrilled to
have a new job placement service in our present low unem-
ployment economy.

. The biggest problem isgetting candidates for jobs. The
majority of clients come to America Works after reading
newspaper ads, not tprough referrals from welfare casework-
.ers as one would expect.

In one recent employment class at America Works, the
candidates uniformlylcomplalned that they had been on
welfare for years before a caseworker even suggested a job
training or placement program.

And therein lies the problem,’ '

“What are the consequences for the welfare office when
welfare recipients dont find jobs?” asks Mayor Stephen
Gaidsmlth who lured America Works to town. “There aren't

A story on today's op-ed page tells how another central
Indiana community is reforming welfare effectively through
{nnovation and cooperatlon

" No matter what other reforms occur, it is essential that the
welfare system shift toa performance base-with job place-
ment as the No. 1 goal. To the credit of the Bayh administra-
tion, It now requires performancc from all 33 job placement
sefvices that contract|with wélfare offices,

One possible sign of success: 124 Marion County welfare
reciplents got jobs from July to November of 1993. For the
comparable period this year, 467 placements were made,

But performance must also be required from job training
and education programs, which have received millions in tax
dollars with no accountability According to some studies,
welfare mothers who complete job training have little better
chance of finding work than those who don't,

Finally, performance must become a part of the system
itself so caseworkers are forced to do more than process
" paperwork. Why not rfequire them to send clients to programs'
ltke America Works at the moment a welfare application is
made? Why not give them a bonus for every recipient they get
into a meaningful job?

If our goal is merely to reduce the number of folks on
welfare, caps on benefits may do the job. )

If our goal is to turn welfare mothers into productive
citizens, the America Works model gnarantees long—term
sueccess. o
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DATE: February 3, 1994 |
r0: Regional Operations
FROM: Ann Schreiber .

Regional Administrator, Region II A |
SUBJECT: ALERT RE: OIG Investigation - Use of Federal Funds'

The HHS/OIG Region II' is investigating a complaint concerning
America Works, Inc. and alleged embezzlement of Federal funds.
Federal programs 1nvolved are refugee resettlement, JOBS and JTPA-

America Works has recelved much media attention during the p;st
month because of the support it has received from NYC’s Mayor,
Rudolph Giuliani. Although the State of New York has had a
contractual agreement ' with America Works of New York since
(approximately) 1988, the C1ty of New York had never entered into
a similar agreement. '

The January 20, 1994 edition of Tha New York Times (page B1),
featured a photograph of Governor Mario Cuomo, Mayer Giuliani and
NYSDSS Commissioner Michael Dowling as they announced the hiring of
AWNY to find jobs for welfare recipients in NRYC. The accompanying
article described this action as "a dramatic shift in the city’s
strategy toward moving people off the welfare rolls® (the Dinkins
administration favored extensive education and training, rather
- than quick job placement).

America Works is a privately owned, for-profit corporation which
places welfare recipients into private-sector jobs. There are
several "America Works" related corporations (America Works of New
York (AWNY), America Works of Connecticut). America Works of New
York, Inc. contracts with the State and receives full payment for
its services only after an applicant has held a permanent full-time
job for several months. AWNY recruits welfare recipients, provides
them with training (basic skills, workplace attitudes . and
behaviors) and places clients in jobs. During the initial period
of placement, the employer is contracting with AWNY. AWNY pays the
employee directly, monitors work performance, job coaching and
support services. In a sense, the relationship between employer,
welfare client and AWNY. is not unlike the relationship between an
employer, temporary employee and temporary agency.

Por further information contact: Ann Schreiber, Regional
Administrator, (212) 264-2890 :

RBCOMMENDED DISTRIBUTION LIST I8:Assistant Secretary; Principal Deputy asslatam:
Secretary; Deputy Assistant Secretary; Director, Office of Public Affairs and the

appropriate Program Haad(s)
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S A | - ADMINISTRATION FOR CHILDREN AND FAMILI
) c - ‘ _ Office of the Asgsistant Secretary. Suite 600
A _ ' S 370 L'Entant Promenade, SW.
) " Washingtan, D.C. 20447

February 8, 1994
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NOTE TO: Mary Jo Bane ’ (W
Pavid Ellwood.— | &E/ , S
Wendell Primus U‘)
Jeremy Ben-ami ‘
David Siegal

Diann Dawson
Lavinia Limon

!
We need to follow this closely.

Ann Rosewater
At:achment
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AMERICA WORKS

; December 27, 1993

1

Mr. Bruce Reed
0l1ld Executive Office! Building

Room 216 !
Washington, D.C. 20501

Dear Bruce, ' ‘
: : [

. Hope all is g01ng well and you are having a good
holiday season. ‘
I thought I would share with you a letter Peter Cove

received from Mary Jo Bane in response to his inquiry
regarding grant diversion waivers. I know you are famlllar
with the issue, and: thought you would be interested in her

letter.

Sincerely,
' Richard Greenwald

Enclosure !

America Works of Indianapolis, Inc., 2021: N. Meridian Street, Indianapolis, Indiana 46202  (317) 923-3600 FAX (317) 921-6877
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Mr. Peter Cove
Founderx

Mmerica Works of New
704 Broadway

New York, New York 1

Dear Mr. Cove:
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Page 2 - Mr. Peter CO$

The unfilleqg establis
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position vacancies, ‘
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lied vacancy restriction
does not apply to on- he-job training«(OJT)
i g the OJT program to
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Sincerely,

Yooy T B

MarYfJo.Bamé
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America Works|of New York, Inc. = 1‘
575 8th Avgnue, l4th Ploor
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NIGE WORK
IF YOU CAN GET IT

' TURHING A PROFIT ON WELFARE

| DERORAN DAVES DION'T $ET OUT YO BE A

test cose in the great debate over how best
10 get peaple off wellare. U just happened,

the way so rauch just happens 1o men and | ended and

women on public assistance. But her tale
is worth tefling, because its the kind of
sycoess story Rudy Giulieni soys he'll de-
fiver (0 many of the city's 1.4 million we)-
fave recipients—and the kind that New
York's miasmic social-service burcau-
cracy voutingly chokes to death,

Davis, 8 ¥9-yerr-old mother of thize
from Brooklyn, was saved by an organiza-
tion that the Dinkins administration re-
fused 10 fund. She has swepl
back hair, enormous brown
eyes, end a patient manner .
tested mightily during the Give

.| years she tried 1o break froe of

the dole. Today, she works in
the rooords department of &
midtown law firmn bus knows
she might 3 easily be spend-
iteg her deys ini Flatbush, sit-
Aing -back and letting them
send it 10 me” as zhe soys.

“The z"? didn’( give 4 dasran if
; got off welfare—~the system
s {0 i

" i o
sick of doing nothing, my kids
weve thrilled: “Mom’s getting
ap every morming! She's leao-

periment started in 1989,
when her husband chookod out
of hex life and into a drug-treal-
ot oonter. She hed some
shilts—she'd worked in an of-
fice and o day-care oonicr, end
she'd aken a two-yege clenical
course a1t Adelphi Business In-

and Davis staried Jooking for & way oul.
She joined the Work Experience Progrem,
which bes welfare clients “earn™ their
chadhks with mske-work jobs. Scon she saw
thet “this wasn't going to lead anywhore. It
{ went home,” e says.
Rending Batbush Life one day, she no-
ticed an ad offering jobs (0 poople on assis-
tance. She callad and asked a question: “ls
this just another progrem thal's going to
waste my time?” A voioz 10ld hev it was
not, end Davis rode (he subway into Man-
hattan, arriving at the offioc of Americy
Works—which may be the most sensibic
and inspired employment sgeacy in the

world. Unlike nonprofit job-placement

s .

-~

Ko N - .
PRIVATL REFORM: Care (left] and Bowws of America Works.

Servioes, an astonishing 85 peroent of |

them have kept their jobs at lcast a yoar.

America Works (which is privaely Jeld

and doosn't rolease i figores) sayh it is

making & peofil; it gets §5,300 from the

siaic for evesy dlicnt moved off the rolls

(the state saves $20,000 a yeor for cvery

one). Bill Olinton's welfereveform policy

group is expeoted (o ombrece the model

this woel. And Giulisni says he'tl book to i

as pert of his push for a cily “embracing
welfure reform rathey then reaisting 3t

Mistewstiu! of the profit molive endd loyud

0 2 network of minonityrun, nunprolit

providers, the Dinluns sdministration re-

jected five bids from America Works, One

day, CEO Loe Bowes walkod

inlo a wellare office and saw ¢

sign that helpad her undor.

stand the bureaucratic mind:

THERE'S MO LICHY AT THE END

OF THE TUNNEL. Al { wanted,”

says Bowes, who (cackes pud-

University, "waa to prove that |
Heee's how she does it An
America Works cliont fike Da- | -

via sponds hee first watk in
“preemployment orientation, ™

. {-ccuirt.. appearcancs)

the Amc;{cn Wotit_;ﬁay'f:ilnlgr‘ four .
;:;omh‘. then join the firm if the bosy is :

'i"‘:i.eep the boss happy, America Works
m "oorpotate wfmmm:ﬂm' vio act as
Anfels or new clients—putting

out the small fires a1 work and home (att-
tude peoblemrs, dey-care souble, & housing

eareer. The social-sorvies trede
calls this the “supporied wark model.”
Cove and Bowes calf &t common sense.
“You and | know how 10 juggle work and
pevecnal (ife." says Cove, “Bul peaple who
aren't used 10 working haven’t leamed. So
our yepresentatives do what's neoded to let
these people conoontrate on dee job.”
Davis got her job in her fine interview,
with the law firm Gibson, Dunn &
Cruicher, The supeevisor there had to -
plove & rosords assiniand with twenty years
on the job, and she'd soon five expericnond
candidates. But she hired Davis. “Call it bo-
oesolence with discvedion,” sys the super
visor, Maribm Wood-Jeflerson. 1 ke the
idea of helping, end she had the right dispo-
sition and 2 gresp of what we do. She's
boen with us (ive months. She's teific.”
On displey here is the tramsformetive
power of work—a kind of take-home pay
tha isn't prinied on W-2 forms, “Motiva-

“Hionis & funciion of opportuniiy,-says |
"1 Cove. “The old idea, thet in order o gat

poople gaing you've got (o fix than up
with sgrvioes and sducation, then move
them into the work {arce, just isn't (eee.
Weork iul‘uetll'hdps fix people up.” -

v s
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%74

that teaches grooming. infer.
view skills, and such basic éob
roquircments as puncruslity.
Anyone Late for & session beaves

the program and goes 10 the |

oad of a twommonth weiting
fist. "It roay sound hersh,” says
presidesu Peter Cove, who 'is
Bowes's husband, “bul we're

trying 10 instif} motivation. |

There's no way (o prodict who
will sucoved or fail, 50 we've
gol fo put them dhrough some

slitute. She paid her wition with govern.
went grants end $2.500 in student loans,
and in time began 10 suspoct that her teach-
ers knew no more abous bookkecping then
she did. She finished the course but goi no
diploma or job-placerment help because
Adclphi was busy ing bankmupicy and

| dodging lraud charges. (In 1989, & scandal-
J ho knowis, placiag-herin e job-tht-

S

e

s tram " help Davis

-1 when she landad on wellare, doing some

babysitting on the side, bving in an apert-

0 NEW YORM/IANDARY $D. W04

Cmte

groups thal are paid whether they sucooed
or fuil, Awrica Works gets its full fee only
if the client atays on the job for seven
monihs -a market safeguard that ooild re-
charye the wieliare industry: the profit-rak-
ers, the do-gooders, the torpid sea of ity
casewinv ks,

$17,000 » year—throe times what she got
on reliel. in the past decade, the comps-
ny—which has 50 employoes at 4 offices
in New York, Hanford, indisnapols, end
Boston—haes helped some 5.000 welfare
clicnts find jobs, So (ur, socording to a re-

1 view by the stete Departancol of. Social]

hoops 1o find ou1,”

Two or more wocks are spent honing
tong-dosmant skills—but Bowes doesn’t
worry much about treining. “Entrydevd
job skills can be teamed on the job; the em-
phasis on oducation in wellare-t0-work hes
failed,” she ssys. “What keeps people from

compenies who use it to il entryJevel
ilions. The comparies pay $6 10 89 en
our for food-servioe and clerical jobs,
and they get well-soroemod, workers
(end- & wex credil). Yhe appeal ism't
eftruism but scllintorest—what business

the state embraged i—Mario Ouomo and

" - | Commissioner of Socisl Servioes Michael

gelling jobs n't & lack of truining but o
Two .mgksalm Davis errived at Amer. | | - font _ e ——

Dowling this yeer expanded theiv contrect
from 250 to 400 dlisnts. Dowling edes the
oampany &s » small part of “s massive cul-
tura! change in how the welfare system
dozs business. l's 8 wrenching thing, but
I'm changing el of my contrecis (o be por-
forovnce 1 we put out a ot of moo-
ey, there should be measurable resubis—
end the best measure s 2 job.” -

With city suppost, Americs Works could
expand to 1,000 clicnls this year and 2,000
the next—fill just 8 blip on the soreen of
$35.000 city households on assistence. The
model can't help hard-vore welfare depen-
dents, but the idoa of rewarding vesults, not
intentions, oould gooss the whole system, \f
Giuliari end bts new HRA chiel, Marve
Hammons, have the courage (o do this, o

toud, lovely yow! will rise up from the ranks ||

ol the sprs and rocalcitegny

The change would be weloomed by peo-

| ple like Debbie Davis, who is paying her

own way now and just oelebeated her beat
Christmas in yeers. “Clothes for the
kids," she eays, “They're teenagers tow,
they don't noed 1oys.” She gives & consplr.

<'d
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1'd never baen eble 1o sfford.”
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A NOTE ON THE LIMITS OF AMERICA WORKS AND COMPANY

Recently the press has been full of laudatory reports on

- profit making companies that have succeeded in placing welfare

fecipients in well-paying and lasting jobs. It 1is very
understandable that such placements would be very attractive4for
all concerned. It also fits into the thinking of‘those who find
privatization ideologically attractive. But before one jumpé to
conclude that such efforts can be a major part of the drive to
plaée‘hundred thousands, if not millions, of welfare clients in

paying jobs, please note:

1. As far as I can determine so far, these endeavors have not been

submitted to any outside independent rigorous evaluation which

other programs have been subject to.

2. Press reports on the success of these efforts ignore the very

small number of welfare recipients that actually have been placed.

Thus, America Works reports that it placed "approximately ?40
welfare recipients" but the data cited about the fact that these
previous welfare recipients continue to work where they have been
placed, the pay they receive, etc., etc. -- 1is based on 341,ig

total of 290 who actually were reached.

3. Creaming is extremely likely to have taken place. Profit making

companies would act against their most elementary self-interest if

1
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]

they did not seek to place first those easy to place, few of thch
exist in any population. The available reports providé no
information on the relevant attributes of those placed (e.g., are
they high school graduates? with previous'work experience? age?
etc.) . |

The claim that these companies can.train welfare recipients
within one week to be effective employees strongly suggests that

those few they did place are not typical, let alone hard-core,

welfare recipients but atypical members of the program.

4, There is no evidence whatsoever, and no attempts where made to

collect data, if the welfare clients hired {(for which those who

hire them are subsidized) di@ not gimply displace others.

In conclusion: We need urgently to have an independent
evaluation of these efforts. They may well be of some service, but
to make them a main building stone of welfare reform may well turn

out to build on shaky foundations.

Memo by Amitai Etzioni



