
THE WHITE HOUSE 

WASHINGTON 

August 21, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Carol Rasco and Jack Lew 

SUBJECf: Status of Welfare Reform Implementation 

This memo will update you on efforts to ensure that welfare reform is implemented smoothly 
and effectively. 

We have formed an inter-agency working group to coordinate implementation. which mel for 
the flrst time on August 9 and win meet On a weekly basis. We have established three 
subgroups, One will monitor key implementation milestones. identify and resolve ISSUes, and 
ensure deadlines are met, A second group is developing proposals to expand job 
opportunities for those leaving welfare. A third group will coordinate Presidential welfare 
events. Separate work is going forward on developing proposals to correct the major flaws in 
welfare refonn which you bave identified.' 

One key element of implementation is work with the states through the National Governors' 
Association (NGA), the Nation.! Conference of State Legislators (NCSL), and the American 
Public Welfare Association (APWA) to ensure smooth federal-state communication. 
Intergovernmental Affairs is coordinating Cabinet agency contact with state and local officials 
on all implementation issucs. NGA. NCSL, and APWA will meet on implementation issues 
on September 9 and 10, including governors' senior policy staff, state feglslative leaders, and 
state social service commissioners, Intergovernmental Affairs is working with NGA to 
negotiate the agenda of that meeting, including making Federal officials available for 
briefings. 

This memo summarizes the work of the subgroup dealing with implementation. There are a 
tremendous number of difficult implementation challenges raised by 1he bill, All affected 
agencies are at work developing their own, HmeHnes and work pians, We will be compiling 
these agency plans so that there is one overall fram~work ror monitoring implementation. 
The foltowing is a Hst of some of the main deadlines and challenges that we have so far 
identified. 

I The flaws include: (1) the too-deep cum in the Food Stamp PlOgnm, inCluding the c.tp 00 Ihe an:\O!Jfl[ tbal ¢lin be 
deducted fot sheltcr costs when det<:rmilling an individuAl's eligibility; (2) the !knial of Fedtral asslslan« to legal 
immigrants arid t~i.t children. MId the stalc qltiOIl 10 do the same; (3) tM fai\l.Uc to provide su{ficictU cortlingency funding 
lor Slates Iha! expedcncc a seriOM economic duwntum; (4) the failure to pnwide r'OOd Stamp :support to unemployed 
drudlt:S3 adu1t~ wh.o att willing. 10 work, bul !lUI o(fered a work slot; and (5) the bck of a plovislon for in-kind vouchers {ot 

children whO$¢, paleRUi reaCh the fiv1'l-y«r Federal time llmit wil.bout finding wQrk. 
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TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF) BLOCK GRANT 

As you know, the bill creates the new block grant to replace AFDe and requires that states 
transform their AFDC systems to TANF by July 1997. There arc several major issues that 
we will be tracking as' HHS manages this transition:· 

o 	 Early Implementation -- States have the option of implementing the block 
grant immediately, and it is financially advantageous for them to do so. Some 
states may be ready to go immediately on enactment. We will be working to 
clarify with HHS the process and timetable for approving these plans. You 
should know that many states, including California, will need to seek approval 
from their state legislatures before submitting plans. No states arc expected to 
caU special sessions this fall on these issues. 

o 	 Regulations -- HHS is preparing a preliminary list of areas in which it sees a 
need to regulate under the statute. We will be working with HHS to ensure 
that the new program is appropriately, but not overly, regulated. 

o 	 Guidance to States -- HHS is also considering issuing guidance to states on 
how to construct their new block grant plans. We will be working closely with 
HHS on this guidance to ensure that it is useful and helpful to the states. 

o 	 Approved Waivers -- The bill lets states continue to operate existing waivers. 
However, the bill's language is unclear about the scope of these provisions, 
especially the treatment of work requirements and time limits. It appears that 
the bill's drafters did not intend to exempt states from the work participation 
rates, but only to provide them with some flexibility in defining work activities. 
In addition, waivers tliat apply to only a few counties in a state can not be 
extended to the entire state. As for time limits, Michigan has waivers that do 
not include a time limit on benefits and has indicated it will continue on this 
course in the plan it submits, rather than adopt time limits as required by the 
bill. New Hampshire may follow suit. Determining the best course for 
clarifying the intent of the waiver pr~visions -- seeking legislation or through 
regulation (which would be our first preference) -- will be one of the 
implementation group's first major issues. 

o 	 Pending and Future Waivers -- HHS has approved eight waivers in the past 
week, three of which arrived after you announced you would sign ~he bill 
(D.C., Idaho, and Kansas). Wisconsin is not yet approved. HHS is prepared to 
act on future waiver requests until July I, 1997 should states ask for them. 

o 	 Otber issues -- There are a whole series of operational issues the group will 
be addrcssing including the establishment and managcment of the Performance 
Bonus Fund and the Contingency Fund. 
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CHILD SUPPORT ENFORCEMENT 

The bill requires an increased Federal role and significant state activity in this area. States 
must have enabling legislation in place by the end of their 1997 sessions. Federal data 
processing systems have be able to interact with state systems by October 1997. We must 
develop a registry of new hires and a case registry, and enhance the Federal Parent Locator 
Service, HHS has scheduled training conferences and set up jOint working groups with the 
states. One change of interest is that states will no longer be required to pass the first $50 of 
monthly support collections to the family receiving assistance as of Oetober 1, 1996.. 	 . 
IMMIGRANTS 

Obviously, the cross-cutting impact of the immigrant provisions of the bill will be a central 
concern On implementation. Among the key impacts: 

o 	 Food Slam!lll -- Upon enactment, legal aliens applying for food stamps will no 
longer be eligible. fmmigrants currently receiving benefits will lose them at 
the time of their regularly scheduled recertification, These reccrtifications 
would begin immediately upon enactment, with an such immigrants to be 
removed from the program within one year of enactment About 900,000 
participants (including 300,000 Children) will be ineligible in the first year, 
approximately 250,000 participants: will lose benefits in the first three months 
after enactment. 

o 	 Supplemental SeCllrily Income (5S1) -- Upon enactment, most immigrants who 
apply for 551 will not be eligible. Current immigrant reCipients will get 
benefit> until the Social Security Administration (SSA) determines they are no 
longer eligible. By March 1997, SSA must send notices to the 1.1 million 
current recipients who may be legal immigrants and request evidence of their 
Citizenship status. If the immigrant provides evidence that he or she is not 
eligible or fails to respond, SSA will notify the individual that benefits will be 
Slopped. The amount of time the recipient has to respond to the first notice 
appears to be at SSA's discretion. although all redeterminations must be 
completed within one year of enactment. SSA is exploring timing options., 
with the intent of providing recipients as much time as possible within the law 
to naturalize. An estimated 300.000 to 400,000 recipients arc expected to come 
off the roils. 

We will be focusing on two overarching issues in implementing these and the other 
immigration provisions: 
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o 	 Verification -- Developing it workable and fair system of vcJi.fying citizenship 
status that meets the needs of the various systems affected is a daunting 
challenge. The legislation outlines ambitious timelines. and an administration 
workgroup is already at work putting proposals and options together. 

o 	 NaturalizatiOD -- In anticipation of the restrictions on benefits, many 
immigrants have already applied for citizenship and many more will apply as 
the restrictions take effect. INS has been working on initiatives to speed up the 
naturalization process. The Citizenship U.S.A. initiative is designed to respond 
to the large increase in applications and expects to naturalize 1.2 million 
immigrants this fiscal year. INS is also working with SSA and OMB on a new 
regulation that will waive English and civics tcst requirements for immigrants 
with certain serious disabilities and perhaps establish a special waiver for many 
disabled immigrants receiving SSI. 

FOOD 	STAMPS -- NON-IMMIGRANT PROVISIONS. 

Eligibility for 18-50 Year-old Childless Adults -- Most able-bodied adults without children 
will now be limited to 3 months of food stamps in a 36-month period if they arc not working 
or participating in a work or workfare program. For current recipients, this limit is effective 
:; months after enactment. One million current recipients will become ineligible within six 
months, Households remain ineIigible for the balance of the 36-month period unless they 
obtain work or get a slot in a job training or workfare program. 

Making tbe extensive changes to their computer systems to determine the eligibility of 
individuals who are dropped from the rolls and to track new recipients against the time limits 
will be a major implementation challenge to states. 

Benefit Leyels -- Changes to the standard income deduction and the excess shelter deduction 
will reduce benefits for nearly all of the 25 million monthly participants. Food stamp 
allotments will still increase mider these changes, but much less than under prior law. The 
impact increases over time -- by 2002, average benefits win be nearly 20% lower. 

These provisions involve relatively simple computer changes. The Department of Agriculture 
(USDA) expects most states will be able to implement tbem on October I and January 1, 
respectively. without delay. 

OTIlER KEY PROVISIONS 

SSI for Children -- The bill tightens SSI eligibility for children with disabilities. Upun 
enactment. new applicants who do not meet the new standard will be ineligible. Current 
recipients will get benefits until SSA makes a redetermination that they are no longer eligible. 
Children whose cases must be reviewed will receive notices by January 1997. Those found 
no longer eligible will be sent a notice that benefits will be stopped. In certain cases, benefits 
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may continue until the filSt level of appeal is completed, The bill calls for all 
redeterminations to be completed within one year of enactment. An estimated 285,000 initial 
notices will be sent and an estimated 190,000 children are expected to COme off the rolls. 
SSA is working on the plan for the timing of the release of the first notices and the 
subsequent processes. ' 

Medicaid -- The Medicaid program faces two major challenges in implementation: (1) 
dclinking eligibility for Medicaid from the welfare system, and (2) assessing the impact on 
pending and existing waivers. The Health Care Financing Administration is working closely 
with other parts of HHS and with SSA to meet these challenges, 

Child Care -- The bill block grants several child care programs, effective at the heginning of 
the fiscal year. While these changes are mostly positive, the timeframe for implementation is 
challenging, 

Monitoring and Evaluation -- One key overarehing issue will be to cnsure that agencies are 
establishing effective research, evaluation, and monitoring capabilities to identify the impact 
of these dramatic changes on the individuals and institutions involved. 

JOB OPPORTUNITIES 

The interagency working group on the welfare jobs issue is nearing completion of a package 
of options: At this point it appears that the components will likely he: about $1 billion in 
enhancements to the Work Opportunities Tax Credit passed in the minimum wage bill; a Sloo 
million expansion of the Community Development and Financial Institutions program to 
enhance economic development in distressed areas; a $3 billion spending program to place 
one million hard-to-employ welfare recipients in unsubsidized jobs, with the key feature of 
withholding full payment to States until successful job placement and retention. 

CONCLUSION 

We will keep you up to date on developments as we go forward, 

cc; Leon Panetta 
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THE WHITE HOUSE 

\"lASH I NGTON 

May 17,1996 

MEMORANDUM FOR THE I'RESIDENT 

FROM: Bruce Reed 

SUBJECT: Background on Wisconsin Waiver and Radio Address 

The radio address you will tape this afternoon is about welfare reform. It recaps 
your record on waivers, executive actions, Rnd child support enforcement; prais.:s proposals 
we have just received from Wisconsin and Maryland; and challenges Congress to pass the 
bipurtisan welfare reform legislation put forward by Chafec-Breaux and Cnstle~TanncL 

The news will be your support jor the Wisconsin plan, which is the most 
revolutionary any state has put fOr\vard. The Wisconsin plan has received broad editorial 
praise in The New York Times, Business Week. and elsewhere. h is particularly important 
for you to signal your support carly -- not only because you're going to Wisconsin on 
Thursday, but because Dole is going to Wisconsin Tuesday to make a major speech on 
welfare reform. 

l. Summary of the Wisconsin ])Ian 

The Wisconsin plan cumc about as a direct result of your call for an cnd to welfare 
as we know it. Some Democrats in the legislature suggested abolishing AFDC, and 
Thompson took them up on their offer. The final propos;:11 pUS"lJcd with significant 
(although not unanhnous) bipartisan support, and was signed into law last month, Mayor 
Norquist has been supportive, although he wanted it to go further by covering anyone \\lho 
was out of work, 

Like thc original PIJI pJan, the Wisconsin plan reqUIres people who apply for 
assistance to go to work immediately, either in the private scctor or a job provided by the 
state, The state says it will guarantee health care and child cnrc, nnd may end up spending 
more money thun it does now as a result. Like the Breaux-ChaH.~c and Castle-Tanner bills, 
the plan imposes a 5~ycar lifetime limit, with a 20% hardship exception for people who 
can't find work, The plan also includes other key principles of yours, such 3S requiring 
minor mothers to live at home and stay in school, and strengthening the requirements to 
cooperate with paternity establishment. 

Lust week, HHS received the first half of the waiver; the rCSl is expected next 
month. A 30~day period for public comment is required before we can grant the waiver. 
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and there are legal and technical issues tbat HHS and the state must still work out. We will 
probably be in a position to grant tbe first waiver in July, The second waiver will depend 
on how difficult the stale tries to make things for HHS, and how difficult J-II-IS makes 
things for us. 

Three aspects of the Wisconsin plan have raised concern among advocates and labor. 
First, some fcar the legislation would require some recipients to work off their welfare at 
below the minimum wage ~~ but the initial waiver request appears to be based on the 
minimum wage. Second, as with many waiver requests! tile publlc employee unions want 
greater protection against displacement The basic protections of the Family Support Act 
cannot be w'dived, so they already have some protection; but Ute additiona1 protections "\'C 

seek will be a flashpoint in negotiations with the state, Third, there are potential legal and 
policy issues related to the required co-payments for chiJd care. 

I-II-IS will need to work nul these issues with the state, an.d Thompson may try to 
throw up as many roadblocks as possible. But by signalling our strong support early for 
the thrust of the Wisconsin plan, we will make it harder for him to portray the 
administration as an obstacle to rcfoml. 

II. Waiver. Update 

The radio address also praises Maryland's new plan. \.\'hich was submitted three 
weeks ago. The Maryland plan is less swceping--(no time limits~ for example), but it docs 
some good things. It provides child care to working parents to divert them from welfare in 
the first place; toughens child support enrorcemcnt~ and cracks down on welfare fraud, 

On Thursday, Minnesota became the 38th state to receive a waiver from us, but it 
was too trivial to highlight (expanding a demonstration to another county). We should be 
able lo gel lo 40 states out <if 50 by July. 



May 28,1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed 

SUBJECf: Democratic Governors and Welfare Reform 

You should urge Democratic governors to heJp us pressure the Republican 
Congressional leadership to drop the Medicaid poison pill and stop holding welfare r.fonn 
hostage, Our message should he simply, "The Medicaid poison pill is the single greatest 
obstacle to welfare reform this year. If Republicans wiH drop that plan, the other details will 
take care of themselves." 

Democratic govcmo~s should be sympathclic to this message. In contrast to Medicaid, 
the welfare reform provisions of the new House Republican bill are fairly similar to the 
bipartisan NGA agreement that Gov, Carper negotiated in February, We can thank the 
governors for the improvements the House has been forced to make in our direction - more 
money for child care, a pcrfonnancc bonus, a $2 billion contingency fund, etc. Their main 
concerns are over relatively obscure issues where the House cut deeper in order to pay for the 
additional child care spending: the 20% cut in Title XX {we're not as troubled by this, which 
isn't so bad as budget cuts go), and eliminating the shelter dcducation for Food Stamps. 

We want the Democratic governors to cry foul on Medicajd~ but suggest that we're 
within striking distance on welfare reform. There arc a number of congressional Republicans 
who wanl the Medicaid portion of the bill to fall apart, so that they can actu.lly get welfare 
rdonn done instead of handing you another veto. We can win this battJe if we make enough 
noise -- and if we don't get lost in the details of which additional improvements will be 
necessary OnCe the big poison pill is gone. Once we get into a debate on welfare reform as a 
stand-alone bill where the underlying objective is to pass a bill into law instead of simply 
forcing a veto, 



May 22, 1996 

MEMORANDUM FOR TIlE PRESIDENT 

FROM: 	 Bruce Reed 

SUBJECI': Welfare Refonn Update 

Here is a brief summary of the latest welfare reform proposals (House Republican bill, 
Dole speech. Wisconsin plan) and the major issues they raise. 

I. 	Hous. Republican bill 
, 

House Republicans announced a new Medicaid/welfare reform package today. Welre 
still waiting to see the details on Medicaid, which presumably wiH be unacceptable. The 
welfare reform provisions are based largely on the bipartisan NGA proposaJ, which you 
praised in FebruarYt except that in order to reach their savings target of $53 billion, 
Republicans tacked on the deep immigrant cuts from the welfare bill you vetoed. 

The new House bill moves in our direction On mOSt of the issues you spelled Out in 
your veto message. It includes the NGA request for $4 billion in additional child care. which 
the states must match. [t doubles the contingency fund to $2 billion. It includes a $1 billion 
work pcrfonnance bonus. It raises the hardship exception for those who reach the 5-year ' 
limit to 20%, It drops the deep cuts in SSI for disabled children and the cuts ill school lunch 
and maintains the open-ended entitlements for child welfare programs. It adopts the NGA 
recommendation that states have to provide health coverage for welfare recipients, although it 
does not guarantee health coverage beyond the 5-year limit. 

The major areas where they did not move in our direction are immigrant benefits and 
Food Stamps. The neW House bill stiJ! bans SSI and Food Stamps for non-citizens; in the 
past, we have never gone beyond deeming. (Breaux-Chafec and Castle-Tanner include these 
bans as well, with some exceptions for the disabled.) It appears to retain the optional Food 
Stamp block grant, the Food Stamp cap, and the work requirements for men 18-50. Other 
areas that aren!t What they could be include maintenance-of-effort (like NGA, they're still at 
75%; we wanted 80%); vouchers for children who hit the time limit (allowed but not 
required; Breaux-Chafee and Castle-Tanner don!t guarantee these either); Medicaid coverage 
beyond the time Jimit; and a few arcane issues like transferability of funds from the block 
grant to other welfare programs and brooder provisions on equal protection for recipients. 



Their overall savings level is $53 billion, compared to $38 billion for our plan; :542 
billion for CasHe-Tanner; and $45-53 billion for Chafco-Breaux. [n order to maintain the 
$53 billion level while spending more on child care and work, the House Republicans 
doubled their Title XX cut from 10% to 20% (which is not the end of the world for us) and 
included a few other assorted provisions, 

II. Oole Speech 

There was virtually nothing new in Dole's speech, We could live with everything he 
proposed on welfare reform. Most of his proposals (work requirements, 5-ycar limit, state 
flexibility on family cap and drug testing, child support enforcement) arc in all the bills we've 
supported in this Congress. His call to ban all but emergency medical benefits for Hlegal 
immigrants is already law -- although his speech could be interpreted to mean benefits 
beyond welfare, such as public education. A state option to cut off unwed teen mothers is 
not in our bill1 but hiS in Chafee-Brcaux, CasHe-Tanner; and the Senate-passed biU1 and we 
cOUld live with it (since nO state in its right mind would ever do it). 

In his speech, Dole didn't talk about any of the real difrercnces you cited in vetoing 
the conference report: child care and health care so people could leave welfare for work. and 
deep cuts in help for disahled children, school lunch, and child welfare. Those arc all areas 
where the Senate bill waS acceptablc, but thc Dole-Gingrich conference report was not. 

III. Wisconsin Works 

In many respects, the Wisconsin plan is closer to your approach than to the vetoed 
bill. It requires health care. child care, and a community service or subsidized job to go to, 
and its primary motivation is to move people from welfare to work, not to achieve an 
arbitrary savings target Like every bill, it includes a 5-year lifetime limit, and like the 
Breau.-Chafec and Castle-Tanner bills, it provides a 20% hardship exception for people who 
canlt find work. The plan also includes other key principles of yours, such as requiring minor 
mothers to live at home and stay in school~ and strengthening the requirements to cooperate 
with paternity establishment. 

Three aspects of the Wisconsin plan have raised concern among advocates and labor. 
First, some fear the legislation would require some recipients to work off their welfare at 
below the minimum wage ..:.- but the initial waiver request appears to be based on the 
minimum wage, Second, as with many waiver requests l the public employee unions want 
greater protection against displacement. Third, there arc potential legal and polley issues 
related 10 the required co-payments for child care, Mayor Norquist may raise other issues 
with you. He wants mOre conservative provisjons on work-for-wages and reducing the 
welfare bureaucracy. You shouldn't make any promises; it is not clear whether Ihe state will 
go along. 
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.. -' ... ~ THE PRESIDENT HAS SEEN 
"EXEC~TIVE OFFiCe: OF THE PRESIDENT 

OFF.ICE OF MANAGEMENT "'NO BUDGET 

WASHINGTON, D. C. 20503 

96 MAr 23 
THE DIRECTOR 

\ I May 23, 1996 

MEMORANDUM FOR THE pMSIDENT
I, 

FROM: . Alice M. Rivlin I'\.\l ~ t,9-" 
Director '"i' 

SUBJECT: First Look at the NewlcongreSSional Welfare Refonn Bill 

The House Ways and Means eolmitteeintrodUCed a new welfare reform bill on May 22 
that modifies the conference report v~toed last. January and incorporates some ofNGNs 
recommendations on welfare reform. IThe most significant improvements include elimination of 
the Food Stamps annual spending cap; added child care, contingency, and perfonuance funding; 
and removal of school lunch demonstration and foster care and adoption assistance block grants. 

I 
The bill still bas some very significant problems, however. It retains the optional Food 

Stamps block grant; allows Stales to dramatically reduce their own spending on welfare 
programs; cuts back Medicaid coverage for welfare fumHles; no longer permits post-time limit • ,.",,--
vouchers for chHdren~ and continues the deep cuts in nutrition programs and benefits to legal 
immigrants. I , 

While tbe legislation includes sJmc improycments ovcr H.R. 4, I would argue that it 
remains a bi1lthe Administration should not support without furtber improvements. And. 
if the Administration wants improveml~nts, we should be careful not to signal that we will sign 
the bill in its current fOnD. Below is a preliminary summary ofthe proposal 

I 
IAFDC, Work, and Child Care , 

Improvements. The bill includes ~everal provisions recommended by NGA and supported 
by the Administration, It increases chi,ld care funding by $4 bHJion above the conference level, 
an amOllnt which, along with State matcb, should be sufficient to provide child care to all those 
required to work. The bJU increases thb contingency fund to $2 billion (from $1 billion) and 
adds a trigger based On the Food Stamp caseload to make the food modestly more effective in 
responding to unexpected increases in need, The bill provides 5800 million by 2002 for job, 
placement bonuses to improve the ince'ntives for States to refocus the system on work. The bill 
gives States morc flexibility to meet th~ work requirements by allowing part-time work for 
mothers with young children, aHowing!job search activities to count for a longer period of time. 
and allowing school attendance amongitecn parents to count toward the work rates. States arc 
given complete flexibility to set familYlcaps, and the number of allowable exemptions from the 
time limit is increased to 20% (from 15% in the conference report), as recommended by the 
Administration, ~ , 

-.:leg - q .. (.. .. 
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Concerns. Despite the improvel~ents. we still have some major concerns with the AFDC 
provIsIons., State spending on welf4~ programs remain the most significant outstanding'- -- ._--
problem. The bill retains the lower 75% State maintenance ofeffort (MOE) requirements rather 
than the 80% MOE level proposed by the Senate and recommended by the Administration. The 
language includes very loose definiti?llS of allowable program expenditures which could make 
the MOE requirements nearly impos'sible to enforce. And the bill retains the objection.ble 
transfer authority to the Title XX Sohial Services Block Grant which could result in .n even 
more substantial reduction ~~ and pot~ntiaHy even elimination -- of effective State maintenance 
ofeffort requirements, In addition. the bill does continue a linkage between cash assistance 
programs and Medicaid. but it ends t#e requirement for States to provide transitional Medicaid 
coverage to those who leave welfare for work and it does not adequately address health coverage 
for those who lose assistance due to time limits, While some improvements are made to the 
contingency fund. the fund would n~t~expand further in the event ofa recession and would not be 
able to respond to an increase in neet;i!similar to the caseload growth experienced during the 
recession of the early 1990s. The but eliminates voucher or non..cash assistance to children after 
the 5-year time limit; includes no prci~isions for the fair and equitable treatment of individuals; 
provides for little Federal oversight ~d minimal accountability from States; and retains a 
caseJoad reduction credit which give~iStates a perverse incentive to simply cut people off 
assistance in order to reduce the required work rates. 

i 
Food Stamps and Child Nutrition I 

Improvements. In respon"l to ,Je NGA, the bill drops the Food Stamps annual spending ,.-.......--"-, 
cap, 'fbis will preserve the program'~:ability to expand during periods of economic recession 
and to help families when they are mhS! in need. Also, the objectionable School Lunch block 

" grant demonstration has been dropped. . 

Concerns. The revised bill mainLins the state option to elect a food stamp block grant 
which we have strenuously opposed 6h the basis of safeguarding food stamps as the single 
uniform federal safety net. [n additio~l the revised proposal has not softened the severe budget 
CU~ which take the form of a benefifreduction to families with high shelter costs and a 4~month 
time limit to childless adults who ~ riot given a work slot. , 

Benefits I. Legal Immigrants 

Concerns. There are no .changes!t~ the unduly harsh and uncompromising Conference bilL 
11 requires a pennanent SSI and Food Stamps ban for virtually allleg.1 immigrants and, 
additionally, a 5-year ban on all othcr\fedcral programs, including Mf..'<iicaid, for new immigrants. 
The proposal goes too far in cutting b~refits to legal immigrants an~ it unfairly shifts costs to 
States wilh high numbers of immigranrs. There are nO exemptions for immigrants who be<::ome 
disabled after entering the country, fainWcs with children. or for individuals who have been 
working for a few years and lose theu~,job. 

I. 
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Supplement.l Security Income 

Improvements, The bill drops the two-tiered eligibility system in the conference bill that 
would have cut benefits by 25% for ~~er half the disabled children coming on the rolls, This 
change resolved our central concern ~th the SSI-related portions ufthe vetoed bill (other than 
those related to immigrants). The new bill retains the tightened eligibility requirements that were 
in the conference bilt; these are chang~s the Administration supports. 

, 
, 

Child Protection f 

""" Improyements. The open~ended ~ntitlements for foster care and adoption assistance are 
maintained and not block granted. This is a vast improvement over the vetoed bill. 

_'v Concerns. The Administfation'slew 1993 Famiiy Preservation and Support initiative-~ 
which set up a performance partnership with States -- is replaced with a block grant The bill 
diminishes HHS oversight authority of Stale child protection systems, a concern in States where 
programsare'poody run. 

Overall Budgetary Savings 

The Budget Resolution assumes savings of$S3 billion from welfare programs, which is 
identical to the level of savings included in the vetoed bili repriced against CBO's most recent 
baseline. As of now, however, it ap~ the new bill saves roughly lOOIo less than this level due 
to the added investments in child care~ lcontingencyJ and performance funds. The new bill also 
substitutes a deeper Social Services mhck Grant cut and an Administration EITe proposal in 

j
place ofSSI cuts that were deleted. If " 

the total savings are lower than the Budget Resolution 
assumptions, additional savings would have to be found in either welfare programs or Medicaid 
to meet the reconciHation instructions! 

Conclusion 

The new bill goes a long way toJL softening the conference provisions which would hurt 
children - child c 'Idhood disability. child protection, schoollWlch and Medicaid 
pr~iQns for children are all improY __ . , he proposal, however, still contains major structural 
changes and some very deep budget euis - p8J1ictliatl.)! in Food Stamps and benefitS to j~al 
iDlIlligran.lS -- which make it likelv thd bill's poverty effects will not be significantly less than the . ,.~ 

vetoed eonference report. While the bHJ dearly represents progressl more is still desirable. 

I, 

, I 


3 


http:iDlIlligran.lS


~00262702/96 16:28 

THE PRESIDENT HAS SEEN.' 
EXECUTIVE OFFICE OF THE PRESIDENT 

I 
OFFICE: OF' MANAGEMENT AND BUDGET 

WASHINQTON, D.C. 20503 

'THE DIRECTOR January J S6 .JIa,'HIi ~ 8: 0 B 

MEMORANDUM TO THE ~SIDENT ". tV' 

, " ~I ~.\!.T 
FROM; Alice M. ·Rivlin 

II ' 
SUBJECT: Welfare Reform 

I 
As you know, it is possible thai Congress could send us • welfare bill in • fonn fairly close to 
Ihe version tbat passed Ihe Senat~' 

I: 
1 : 

Attacbed .'" two t.bles that highlight key welfare reform issues, The first table details areas 
where the Senate passed welfare :tim is an improvement over the Conference welfare bin 
(H,R, 4), The second table descn1>es the shortcomings in the Senate passed welfare bill,

, I " 

'\( . , 
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HOW THE SENATE PASSED WELFARE BILL IS BE'ITERTHAN THE CONFERENCE BILL 

1 Coo!. Admln. 

I
Food Stamps: 
, 

Spending.!;;•• - The Confertm:e bill would p1a<:e • spending up 00 Food Sr.mps. 
destroying the key feafllre of the Food StaIDp program - its ability to _00 to the 
cl!anging circum'tan«s of its participants! !Across.the-board reductions would occur if the 
economy declines or Cap projections are i.naceurate. The Senate bill has no such cap.

II 
Shclm D<duWon Ca. - The Conf"""". bill would frcczc the amount thallow iru:ome 
families and participants could deduct as ~iter expenses at the 1996 level, forcing families 
to choose between paying:rent or eating. The Senate has no S1X:h provision. 

Child Nutrition Blo<k Gran! .• The Conf~ bill w(lU1d allow """ sohoollunch block 
gram demonstration in ea<h of the ~USDA reginns. The Se_ bill would not. 

SS! Children's Benetits:, II 

. " ; I 

Benefit Reductions. 'I1w C~ bilt ~ eut cash benefits by 25% for tJuee..quartcrs 
Qfthe severely disubt~ children wming on ihe rolls" SpeCrncaUy. children determined not 
to need personal care assistance to remain at home would be eligible for only 15% oftbefull 
benefit amount. Th. Senate bill would relail! full cash benefits. 

Immigrants: I . 
!!!mi. Both bills would make most legal immigrants currently in the counlry (inelnding 
those now on the mils) as well as fut:un: irru\ugrants ineligible for SS!. The Conference bill. 
but not the Senate bill, would add Food Stamp. to this ban 

I 

AFDC, Work, Child Care, Child Prot.cti~n, and Child Support: 

Child Care & Work·· The Confet<llCC bUl'l ~'Ofk requirements arc underfunded, as well .. 
stricter and costlier than the Senate btu for child care and work Th¢ Conference bill woo.ld 
retJV"'" \~nate bill's protections for those with young cltlldren who do not have child, 

_.... It would strike health, safety. and quality provisions from c:urrentlaw. 
I, 

Child l'rotct;tiQn •• The Conference bill would block grant four open-ended child prclc<tion 
entitlements and eiiminnte two other ~andat~ programs. The Senate bill would maintain 

I 
current law. 11 . 
State funding -- The Conference bill would provide l(.)'INeC maintenance ofeffort 
requite;nmts and allow S~tes to reduce ~g through transfers. The Senate bill's 
mainten~ ofefforts requirements are hi~ than the Cooferenct bilrs. 

Performance BQny~es The Conference bill !~ allow states to reduce their ownn 

spending as a "performance bonus," while ~.I~enate more preferably would provide a cash 
bonus (.Ithough the bonu, would be taken .dsd·aside oul of the block grant rather than as 
an addition to it)." I~ 

MediSfaid n The Confertnce welfare bin cuts the AFDClMcdicaid link. The Senate bill 
retains the link. : 

All Other Areas of Welfare Rdorm: 

TOTAL,'" 

\llIl Bill"· 

-$21.5 ·S::W.l 

~S8.8...2.. .$8.7, 

·St•.' ."... 

+Sl.9'+$2.' +SO.3· 

.$3.0 ·ss,? -$9.1 

• Buod on 12195 CDO pru:iUI, •• Projected COO pricing. ~I'" MtdieAid interlCtions IN! not intluded in Ctmmoce Of Sen"re prieing.lfirt(:luded, 
Conference would be ·$64.tl> and Swate -SStl.7b. In addition, Co"fe~ doet not include Uvl"lP from DAM, wtlicll ","'U mavo;d to tho t!.rni"g~ Ifl$l bill. 
The SeM~ btll ineludQs DAM ~"'in8!i:, II , ' 

I 
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MA.TOit SIIORTCOMINGS IN THE SENATE PASSED WELFARE BILL . II 
If, after an the debating is done, the Admlnil.tration i. pr.",nied with the Senate version ofwelfare reform. the 
decision whether or not to sign the bill wouiit not be an easy one. Th. following detail, some ofth. major 
differences between the Admitllstration's cu1rrent position and the policies in the Senate bill. 

"1 . 
I 

Food Stamp>: 
•

I!lo<k Grant - The Senate bill would breate an optional Food Stamps Block grant- """ 
_ than the oonf_ which wobJd eliminate the Program's ability 10 respond to 
changing economic conditions'l 

. lime Limits •• The Senate bill would make adults, aged 18·50 with nodtpendcnlll, 
ineUgible for benefits after 6 months o{every 12, even if the individual was willing to 
work. Stat.. would b¢ fofJ'Cd to cut.offbencfits ""e. if they did not provilk • training 
Of "nrkfareopportunity. : 

. Immigrants: Ii 
/Wl- The Sena!t bill would mm. mos.! legal immignuIlli currently in the countIy 
(including those now on the roll,) os ""lias future immigrants ineligible for SS!. 
Me future immigrants incligible fei many Fe<krally·fundcd prcgrmns, including 
Medicaid., during their fU"St 5 ye<lI"S in the country, Excc:ptions are very limited with 
benefits denied to even those who bc:Wrhe severely disabled after entry, 

Cjtizenship/Legal Residence Test - T~ ~cnate bill would require most non~profits and 
community service providers to veritY ~itizenship and report illegal immigrants. placing 
a massive burden on these organiUltiQrls. 

AFDC, Work, Child Care, Child prot.j~on, and Child Support: 
II . 

Ind!vidual Emitlorn;;nt - The Senate bill would elimina.. the AFDC entitlement and 
provide no guidelines ot protections for individuals. The current State matching would 
be replaced with inadequate maintenan~ -of effort requirements, 

1
Q1anges in 'Economic and DemQgrapbi1Conditions - Tile Senate bill would essentially 
eliminate the countercyclical response to' recessions or incteases in poverty. Gfowth 
and contingency fund. would be inadoqu'at.c

I 
Child Ca.. IIIld Work - The Sena.. bill includes strict work "'quirements but would 
underfand work and child care activitieS. I. 

All Otber Areas ofW.lfa... Reform: 
• 

!'gve!ly •• The Confmrn:c welfare bill mOves 1.5 million children bek>w the povcrtv 
line; the Senate welfare bill moves L2 million dllidren. (These numbers may be • 
adjusted downward once CBO's nev,t assiunptions are taken into consideration.) 

I 
ITOTAL:·" 

• Based on l.k<:omber ceo pri\:ing. I 
... Projecfed CBO priein&. : 

COrtf. Senate Adtnln. 
Bm Bill- am·" 

414.6 

+lA 

414,6 ·$17,9 

·$60,1 ·$53.1 ~S40.6 

..... Medicaid interactiOns are not included in CooiCfcnce or Senate pricing. If they were included. Conference would be • S64, I b and Senate • 
S5S.1h. In addition, Cooferencc docs not incl~ !lltvings'thxn DMA. which was moved to the earnings test bi.ll. The Senale bill includes 

DA~ II 
.. 
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I 
I 
: Welfare Reform 
Possible Events 

• 	 Cabinet meeting regarding federal hiring of welfare recipients: On April 10th, 
the members of the Cabin'ot will report to the President and Vice President 
about their ,plans to hire Uelfare recipients.. . 

• 	 Welfare case loads: Releahie new statistics showing welfare caseloads 
declined by 20% or 2,75'5,000 dunng the President's first term (from

I
January 1993 to January 1997), 
Council of Economic Adv'isers: Release report discussing reasons for the 
decline in caseloads (Ad~'jnistration's we'fare waiver policV, economy}. 
Legal Immigrants: PresidJptal meeting with bipartisan group of mayors 
combined with transmittal to Congress of President's proposal to assist 

• 

children, refugees, and tt~9se disabled <';lfter arrival in U.S. 

[ 
,, 

• 	 Corporate Commitments: 

() 
lnnouncfnent of Welfare to Work Foundation (Eli 

Segal's grouPt and comrrh'tments by 25 or more companias to hire welfare 
recipients. j! 
Welfare to Work Transportation; Presidential meeting with bipartisan

p 
governors and members of Congress to endorse NEXTEA and other 
transportation funding' prb1posals that will help welfare recipients get to jobs. 
Ragional visits to model ~ites by VP and Cabinet combined with more 
endorsements. I: 
Child Care: Release proposed regulations on welfare law's $14 billion in child 
care, which include exte~~ion of basic health and safety standards to nearly 
all federally funded child 8are. 

• 	 Child Support: Release pt6posed rules to help states track del1nquent parents 
across state lines throug~tthe Directory of New Hires" 
Possible teen pregnancy prevention or statutory rape announcement. 
Announce pLlblic~prlvate ~ffort to provIde welfare offices with access to 
Internet to use public anq private job banks to help welfare recipients get 
jobs. : 

I 
I, 

June 	 " 
, 

Democratic leadership Council-National Governors Association-Business 
I'Alliance conference on welfare to work.o 	 I 

• 	 Welfare to Work; Releas~ proposed regulations which will hold states 



I ....."' "":: :[ "..... """"~"-----·"'-------'7'p;1:a::g~e0l2] 

accountable for meeting the welfare reform law's tough new work 
~equjrements. ~; 

~ 
// j. father's Day event r~gard:ing child support enforcement and grants to states 

ito promote parental visitation of non-custodia! parents. 
\.. ~ i i- . ,, , 
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• July 1: Certify welfare reform plans for all 50 states. 
• 	 Paternity EstablishmJnt; Rropose new regulations to promote paternity 

establishment, 

August 

• August 22nd AnnivJsary of Welfare Reform Signing: Release report on state 
actions, I 

• 	 State performance: Release proposed regulatjons outlining rewards for states 
with high job placem~nt p~rformance and success in reducing out of wedlock 
births, 



" 

MARCH 25,1997 

* 


MEMORANDUM FOR BRUCE REED AND ELENA KAGAN 

FROM: CYNTHIA RlcJ I 
SUBJECT: CHILD CARE IDEAS 

: I 
The new welfare law inc!ea...i child care spending by nearly $4 billion--a hard-won 

victory for the President. Generally, :inaJysts agree that the new law provides enough funding for 
welfare recipients entering the workfotce. Yet there is growing concern that working poor , 
families wiU be short~changed as:available subsidies are directed toward former welfare re<:;ipients, 
Even the Congressional Budget Office last December concluded that the new law is $1,4 billion 
short ofthe resources needed to !naint'ain current child care programs for at~risk. working poor 
families and provide enough child can! for newly working welfare recipients, In addition, there 
are persistent concerns about the' quality ofcare most children receive in the typical child care 

, 	 I Isettmg, 	 I ' 
i 

Here are a few ideas for ~ays to address these problems. 

• 	 Make !be Child and De~.ndl~t Care Tax Credit Refundable, Current tax law 
provides a tax credit for child.iar. expenses ofup to $2,400 for one child and $4,800 for 
two or more children. The credit is not refundable. however, meaning families with little 
or no income can't benefit. In August. the Joint Tax Committee concluded it would cost 
$2, I billion from 1997-202 tolmake the tax credit refundable; the Treasury Department 
estimate was inexplicably ,twice, as high, The Blue Dog budget released last month made 
the credit refundable but paid for it by eliminating the lax benefit for families wilh incomes 
over $100,000, : I 

• 	 Endo.... Senator Kohl'.I"CbHd Car. Expansion Act.» Senator Kohl's bill provides 
tax credits to private compani~ and institutions to encourage them to build quality child 
care centers on~site or near their companies. (GeneraIIy. chad care centers are considered 
to be higher quality than fiunily~day care, which operale out ofindividual home" because 
centers have to meet certa:in state staffing and safety rules.) His bill, introduced in 
January) was lauded in a recent iedilion ofWorkjng Mother magazine. It would provide a 
50"10 credit for eligible activiti"'! up \0 $150,000 per year per business, The Joint Tax 
Committee estimates the cost ti b~,6 billio-;;:from 1997-2002, 

• 	 Endorse Republican sen!ator rat Roberts of Kanust "Child Care Expansion Act." 
His bill would: J) Increase the amount of!be Child and Dependent Tax Credit to $3,600 
for one child and $5,400 for two, This would not help the lowest-income fareilies since 
the credit would still not be refundable, 2) Provide matching grants ofup to $50,000 for 
small businesses that work togeiher to provide day care for their employees, 3) Expand 
the IRS rules to allow more par~ts to deduct home offices expenses from their taxes. 
This provision would allow an eXception to the "exclUSive use" rule pennitting mixed use 
ofspace for business and Perso~aI purposes in the case oftaxpayers who conduct home
based business while caring for dependenls, 4} Encourage older Americans participating 
in federally-supported program,' to provide child care services in their communities, A 
cost estimate for this bill is' not yet available,, : 



Page 1] 

Welfare , , 
Mickey Kaus is a camribuling edilo)m the

l 

New Republic and authol of The End of Equality. Peter Edelman is a , r 
professor at the Georgetow1J University Law Cenrer, He wtore ~The Worst Thing Bill CIiIifOIl Hns DoniJ~ in the 

March /997 issue of tile Atlantic M?n1hlvi(www.thCatfantic.com/llrltmtic/issues/97mar/ 
edelmanJedefman,htmJ. He served as 8ssisfarH secretarv lor planning and evaluation for ,fIe Deparrmem of 
Health and Humlm Services ill the Cl1nton ut/ministrb(toll. Earlier entries in this thread BIt) available at , 
www.slme.com. 

From: t-Uckey Kaus 
Sent: Apri:' 16, 1997 
To: Peter Edelman 
Subject: Welfare 

: : 
Please, don't lecture me aboui the need for public jobs, or a:,out how welfare ralorm Dis an eUon that , ,

wUI cost money, Mickey." You mu~t havf m:ssed tl~e three olaces in:11Y weviolls entry where I said I 
favor public jobs le.g., "I fevor a l-arge program of pllDI;c jobs"). I a:50 agreed that ~providing lobs and 
child care ". costs more than just sending welfare checks." You're debating some imagined r:ght·wing 
OPPonent. last Year's welfare b:1l v:.as a good thing, I think, precisely because it willieac 10 t',e necessary 
spending Oli publk jobs and child clue. i 

Before I get to that, and the ample mH~intormatio'l in your response, I think we should step back fro.·~) 
~he details and ask why we care anout v)eifare 'eform in the first place. II'S true that for some Otl the 
right the polm of reform is simply tb savJ money. But for most peopie-ior President CIl"toll and, I 
suspect for the voters who overwl;ehTlmgly Sl<PPOft£d the re"::mn, ar~,1 eve') for ,'¥)i1ny congrossiol1t11 
RepublicanS-the main goal isn't fi~ca!. lljis to solve America's 9tea;est $ocl~;1 problem, which is whut 
sodolog'st WilliaM Julius Wilson ca!:s n gf1euo poverty~; the €xis;ence of iso;nted, depressed 
neighoorhoOdS, mainly black and Hispanic, where imac!, two·parent fmpilies ana workinG f81:hers Me 
practically nonexistent, where, for ~()un9'llwomen, having a child ou1 of wedlock: and goil19 on welfare is, 
115 they soy, a way of :ife_ I 

Welfare may not have caused ghetto poverty, but there's little doubt that the aid welfare system-in. , 
which an unmarried teenager courd have a child, never t8"<e 8 :ob, and be entitled to 18 yeJr$ of ctish 
aid-helped sustain the problem, and certainly wasn', solving it. Change wellare, the reformist argument 
goes, and ghetto-poor neighborhoods wililchange too. Specificall,;', if you require work in exchange for 
aid, ma'lY who might mllerw:se wi,,'d up as single mothers on the dole will make be1tor choices. fj',]shing 
schoo!, delaying motherhood, taking jobs,! marrying potential breadwinners. Those who do need aid will be. , 
introduced to the demands and opportuni1ies of the labo~ market, Even if the cummt generation has 
dlfticultv adjusting, the next generaticn wid be better off. That's the hope, anyway-tbm welfare reform 
will. as President Clinton said, "break the ~uhure of poverty and dependence" in the ghettos, 

It wo're going to require work, nearly cveryoro agrees, vve need to provide tl~e single mothers on 
we,finB with child care. There is no ~uch Consensus. however, that we need publ'lc lobs. I think we do, 
most obv:ouslY because there probably won't always be enough priva1e lobs in nil ofaces at all ~imes for 
the sort o. unskilled people with "lirtle wo~k experience" who telld to become long-ten'.., welfare 
roclplents. (I don't know where youlget ~r:e Idea that I think "there i"lfe enough jobs out there".) 

So bow are we gOi'1g to get ~he gDve"rlmt'm~ to spend the necessary dollars fOr these public jobs? We 
could wait for a groundswe!l of nber'al pro!spending sentiment to sweep American politics, That seems to 
be your strategy. Don't hold your breath, t~e altemative is to recognize '!hat even conservatives men'! 
necessarily opposed to public jODs-'what lS "workfare," cll;;.mploned by Ronalc Reagan, but <l type of, 
public job? Yet today's Republicans h{tVe to be convinced tha~ s.uch a costly, big-government project is 
I'ecessa'y. i I 

Fine, The WfJY to convince them is to pass something very much like the b'lI Clinlon signee-a 
"bake-oft," in effect, which lets fH!C!1 statci design its own welfare reform, so we call find out which 
works best. let cQ:lserva1ive states ~ry thJi' ideas. let liberal sta~es try theirs, etc. Some governors will 
provide public jobs. Some will indeed nssuh,e that "there are enough [private! jobs out there," They wI!! , . 

http:www.slme.com


discover soon enough that trere alen't. as wellnre recipients fail to fnd pr.vate work wilhin their allottlJd 
time limits. It will tnen become ooyious,leven to conservatives, that "workfareN jobs, at tile leas1, are 
necessary if work is really gojng to be required-obvious to enough conservatives, anyway, to support the 
necessary spending. :: 

Yes, there are risks to this aJet 50 reforms bloom" strategy. Though the law does not require it, some 
states could do harsh things-like enfording "cold turkey" cutoffs, even when recipients cen', find jobs, 
GovernOrS may eventually have to'lobbylWashingtQn for more money. Some states migililry to slash 
benefits and chase the poor <lwa.y,~Wereilhese risks worth the reward of finding out which relorms work? 
That's the judgment call C:inton hm1 to rrtlke, know;n\lthat;f he vetoed ~Ile bill. it might bo yai1fS bDiortJ 
another was passed-tho-.Jgh there' would !lfill be some experimentation under those state feforms thai 

,r I" 
tre Depa'!ment of Health and Human S£Hvlces approved, 

I tripk the mwafCS O.Jtvveighed,the ri~ks. YOll don't" Unfortunately. in at:emotirg to !rake your case in 
1ho Atlantic, you hYDe the risks while 19riorlng or downplaying recent !Iood news that makes Clinlon's 
decision look increasingly sens:b:e,iYour Slate entry con::nues this traditiop; 

1) ThDse nasty time limits: I take it you have rctreated from your Atfantic argument that the bill's 
much-publicized "five-year time Iim!l" cofnpelS ellery SUf!€" 16 cut people off after that period, it doesn't. 
States still might choose 10 en9a9~ in "aimacho race to the bottom about the time limits"" But so far, thls 
isn't happening. You describe the time Hmits in Floride. Massachusetts, and Connecticut-and a proposed, ' 
time Em;t ir Cnlitom:a-as If they ~efe 8!)So:ute cold-turkey cuwffs of aid, They bren't, F!orida ntiO-IS 
extensions beyond its four,year ~lif?time1 limit to those WIth ~signiiicant barriers lO employment, 
combined with a need for addilicna,~ lime;'" Thal shou'd cover practically anyone, Massachusetts extends 
its limit, on a case-by-case basis, if!iamo~g other facto'sl no "appropriate job oppnrtlmjlies e)(;st locally." 
Connecticut's provisions for e;<lI:nsion are so generalis lhat even HHS approved the plan, And the time . ,
limit propose:] by CaFfomia Governor Pe~e Wilson wasn't 0 cutoff at all: Rc:c:p:ents would simp'v move to 
an.other program, where tl"iey wouLd get ribout lWO-ll"iirds of their assistance check in the form of "in-kind" 
aid, such as payments for rent and 'wt;lili~s. Anyway, Wilson's p:an was jL;zt killed by the state iegisloture. 

The only real cold-turkey clitoff,lof th6se YOll list, appears to be the one impos.ed by the Governor of 
New Mexico, h's a three· lnot two-1 yearllirnit, and the state's Democratic legislature is fighting it. Even 
where coid-turkey limits are enacted, politicians can be expected to back off when recipients actually s.tart 
to hit them. Nobody .gets fe-elected'by pdttinglarge numbers of women and (:hildre:n onto the streets, 

21 The falling case/(Hld; The welfare block grant IS fixed at $16.4 bi~ljon, T'le cl1s(}load has bllon 
roughly 1 B percent. Were welfare still an ("entitlement," pegged to the cilselead, :he federll' money well!!.J 
also have fallen 18 percent. Ins,ead, it remains fixed at its record level-an increase, the edl:or of Slate 
pOems out to me, of n01 1 S but abOtit 22 Ipercen1 over wll2t would ha..... e :wppened !lad Clietor ve~oed tbe 
bilL This is not just "some" extra money, ;When was the last time liberals achieved a 22 percent increase 
in federal funding tor welfare? Yes. it ther,e is a recession, aed the cRseload soalS, 1be num:}etS turn sour. 
But what would you r~l1her have: alla fiftn more motley now, in hand, with e chance thai lhe l}onus will, 
increase if the case!oad,keeps dropping, and a chance to lobby Congress tor more P10ney If there 15 a 
recession; ()f bj a fifth less money n'ow. vJith the loss increasing every day. but With an automatic 
increase should there be a recessiori In th~ next few years? In the current economy, I'll take what's 

behind Door A, I I 
I agree that tl">e caseload drop doesn't mean ~he legis!ation is already a success. As you say. the 

"tough part" 01 t"ylng to get tt-e lorge'-te;m recioie-n!s imo th~ work force lies aheau, l do claim tr,a~ not 
only' does tne caseload drop 'ree up 101S of money to foc$ on the tCclghcr cases, out il'S a'so a (~CO() 
thing in itself. Your responSe to lhe latter point is, first, to cite the increase In demand at home!e;s 
she!:ers :n Milwaukee, There nas been such an increase, Accord:ng to Joe Volk, C'1a'rf11an of tr;o 
Milwaukee Shelter Task force, it consists lof about 26 more families in shelters now thon this time !OSt 
year. That's 26 families too many, but in the same year the Milwaukee wt~!fara rolls fell by more than , , 
7.700 IlOuseholds! The overwhelming majority of those leaving welfare, obviously, didn't wind up 
homeless. On balance, a success-so far. f 

Your comparison of Wiscons:n arid Minnesota is very strange, Afte' claiming that the Cl1seload has 
dropped beC<lllSe of thn ecorromy, y~u <lrg0e that the Minnesota caseload hasn't dropped, and 
Wisconsir's has, because of diH(HC-lCeS in~ weilare-refo'm policies, Wasn't that my point? You say 

http:impos.ed
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i , . 
Wiscons;ifs #bureaucratic culture discol.lrages peeple trom applving," ...",;hat's wrong wail that? ELn yot~ 
can't explain away Minnesota's higher c1aseload simply by its geperous practice 01 keeping poople on lha 
rells os they earn more, since that!ls an ~)(perimental policy th:1t applies 10 only 10 pcrcen1 at the slRte's 

caseload !www.s!ate.com/Data/ DanoO/Welfare/ExpetimentaIPolicy.asp) . 
I sav, fine, 1m Mirneso1a try it; mile versIon of reioPll, v;l~icl) siiL ,1I!ows lOng-tew1 'NaHum mothers tc 

slay on the rolls without actually working. Let Wisconsin try its universal work reQuiremen1. Let's see, in 
a fe~\' years, w>;ich state ')as seen>nore lOr Uf' lrcp'cverrellt '11 ghetto poverty. T;,m's tt'o cor're~i~j.-:n set, 
in mOllon by the 1996 reform. You wan! to ailow the experimen:s you !ike (Minnesota) and have HHS 
squash the Cnes that don't fit your, preci~e preconceptions [Wisconsin). 

One more thing about these two states. You say you are for public jobs, yet YOu tout the Minnesota 
plan. which has virtually no public jobs, $nd inexplicably disdain the Wisconsin plan 
(www.slate.com/DatafDandD/Welfare/W·isconsin.aspl. which On order to enforce work) would create tens 
of thousands of public jobs I You C6mplai~ Wisconsin doesn't offer the Earned :ncome Tax Credit to ihe 

peop:e in thOSe jobs. That's trloO. Wisconsin wants to reserve the tax credit as an incentive for thos.; who 
gel private employment. 't'$ a principia r&Cognizod by Franklin D. Roosevelt. In tile WPA, 81d Wi~lii'lm 
,.julius Wilson, :0 his mes! recent nook, When Work DiSflppesrs; Public jobs s.1ould pay <l b"t less Ihtlo 
pnvate jobs, to encourage Inoltement int6 the private sectoL lndeed. Clinton's delunCt 1994 welfare plan, 
whu:::iJ you supported 1anc which, 111 the ):Wamic, yOU pra:se as ~resporsib!e~) also den:ed the errc !o 
those in public-service positions. S? whvlis this now your big beef? 

! can'i help but suspect what conS$fvtHives (and votersl have always suspectarl o! paleo!iberaJ weltflre 
experts who call for public jobs; Y6u want the lobs, butln the crunch you don't actually wah! to (equire 
a;;ybody on welfare 10 tal:e them, Since ;~ isn't productive to attribute hidden mo1ives 10 one's oepone'l1, 
I'll simply ask you: If the governmeht did:decide to provide minimum-wage jobs for everyone, with free 
child care and free health care-,OK, and the E'TC!-and a poor, sing e roth1r showed up and sa'd "I 
don't want your job. ! don't want to work, i want my welfare," wouid YOll deny her the aid? Or would 
yOll send her a check anyway? I 

I 
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THE WHlTE HOUSE 


WASHINGTON 


June 13, 1995 ,, 
, ! 

COIlgrcssional Welfare Reform Meeting 
, I , , 

, 
: 	 DATE: Wednesday, June 14, 1995 

LOCATION: Oval Office 
TIME; 12:15-1:00 pm 
From: Bruce Reed 

I. 	 PURPOSE I 
To endorse the Dascble-Breaux-Mikulski welfare reform alternative. and to 

. discuss strategy for thle upcoming debate. 

I 
11, 	 BACKGROUND 

The Senate floori debate on welfare reform will begin nc:xt wcek, Last week, 
Senators Daschlc, Bre~ux! and Mikulski announced the Senate Democratic 
leadership a1tcm~tive hill, called "Work First" Their plan would repeal AFDC 
and require everyone Who needs assistance to do something in return. It 
includes tough work r~quirements (two-years-and-work) and ultimate time 
limits (five-yearS-and-out). It provides states real resources for work and 
child care, giveslstatelburcaucracics bonuses for meeting their work 
requirements. and still provides significant deficit reduction along the lines of , : 
your new budget plan:

i ,i , 
Toe Republicans: postponed floor debate until next week because of dissension 
within their cau¢us from right-wingcrs like Faircloth (who has threatened to 
filibuster unless ~hc b~ll gets meaner) and moderates (who arc leaning our way 
on maintenance of effort j child care, and other improvements). The Democrats 
arc still divided (Moy~ihan. Conrad, and Harkin also have alternatives), but 
your endorsement sho'uld unite most of them behind Daschle. 

, ' 
: ! 

As the floor manager,: Moyniban is corning to the meeting even though he has 
not endorsed Da~chlc. If he presses you on a veto threat over the individual 
entitlement, you :shau~d tell him that OUf strategy is working: we have the 
Republicans on the defensive on work and on children, we have a real chance 
to improve this bin. aind a veto threat will only I) give the RepubHcans a road 
m3p to ensure y6ur vbto and 2) give Dole an excuse to pull tbe bill and head 
for reconciliation. 

: 



[[I. 
, 

PARTIOPANTS 

President 
Vice-:President I 
Secretary Shal.la 

: . 
I

Senator Daschl.. ,
Senator Moynihan 
Senator Miknl.tOi 
Senator Breaux 

IV. PRESS PLAN 

v. 


Pool press. You will open the meeting with brief remarks, then the press will 
leave, After the meeting. the Senators will go to a press stakeout. 

: I 
REMARKS • : . 

•Talking points to be provided , , 
, . 

. 
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November 12. 1993 

I 

MEMORANDUM FOR THE PRESlDEI'iT 

I I 
FROM: BRUCE REED 

i ! 
SUBJECT: House Republican Welfare Refonn Plan 

, : 

Earlier tbis week, Hous~ ReJubHcans announced their welfare reform plan, which is 
based on your campaign pledge to Jqutre welfare recipients to work after 2 years. A 
summary is attached. ! 

!I. Elements of the Plan , 

The Republican plan inJIUdes the fonawing major provisions: 

1. Work: Requires AFhc JCiPjents to work at the end of two years, Provides $10 
billion over 5 years to states toiset Jp CWEP work programs. Phased in OVer 10 years, 
starting with 30% of new applicants ;in 1995. Givc..~ states the option to drop recipients after 
3 ycar.; in the work program (ahd a iotal of 5 years on AFDC). Also requires father.; of 
children on AFDe to pay Childlsupirt or take part in a work program, 

2. Parental Resp,mslbI11Iy: 'Requires mothers to identify the father in order to qualify 
for welfare benefits. Requires !ccn ~others to live at home, Prohibits additional benefits for 
additIonal children born while on welfare, Includes other im;entives for school attendance, 
immunization. parenting classes, 

, I 
3. How 10 Pay for It: The Republicans raise ahout $10 billion by eliminating SS] 

and other welfare benefits (except erttcrgcncy Medicaid) for most noo-citi7.ens. They raise 
another $20+ billion by capping entitlement programs (EITC, AFDC, SSI, Section g hOUSing, 
Food Stamps) at inflation plus 2% _L and by cutting all food and nutrition programs (Food 
Stamps-, WIC, etc,) by 5% and block: granting the money to the states. These measures allow 
them to spend $2 billion on training and $10 billion on work programs, and still claim $21 
billion in deficit reduction over 15 years,, 

I, 
I 



,',' ~. 

I 

i 

I 
II. Pros and Cons I 

I 
We intend to welcome ~he R~publicansl contribution to the debate, applaud their 

emphasis on work, rcsponsibiJi1y. and your two-year time limit. and pledge a bipartisan effort 
to pass a welfare reform plan, I 

If asked, we will expreSs sOIl!e concerns about the entitlement cap -- it's ridiculous to 
cap a powerful work incentive like the EITe -- and the across-the-board cut in nutrition 
programs. We expect the NG~ andjeven some Republican governors to criticize this 
apparent effort to shift the burden of welfare spending onto the states, We think it's 
unrealistic to claim that welfare rcfotm can lcad to massive deficit reduction in the short run. 
The Republican plan also docs~'t dalas mucb as it could to improve chUd support coUection. 
or to provide employment and training services to support people in work, 

But there is much in thJ Replblican plan that we can work wi'h. We arc considering 
recommending many of the same parental responsibility measures for our own plan, such as 
requiring mothers (0 name the ~atherl in order to qualify for benefits and nO longer giving 
welfare benefits to teenagers who want to live On their own, The Republican work program 
is a serious, $10 billion effort to pro~'ide community service jobs -- and they phase in the 
program at a reasonable pace. I 

i 
In fact, if they dropped the entitlement cap and block grant provisions, the 

Republicans would stiU have a tcventic-neutral plan thai invests $12 billion over 5 years -, , 
which is not a bad starting point for the debate. , , 

The Administration's wC~fare ~cform working group has just completed a series of 
fCgional bearings in California, ITenn~ssee. Chicago, and New Jersey. We will present a 
series of options (0 you next month for consideration in the FY95 budget, and develop , 
legislalion for introduction early next year. 



WELFARE REFORM 


i i 
Q. 	 What do you think of t~ welfare rdonn agreement announced today between House 

Republicans and Republican Igovcrnors?
I ' 

. ! 
A. 	 I haven't secn the details yet. I think we've made some progress On important issues . , 

like the need for tough chiJd :support cnforccment~ and it's very impOrtant to me and to 
the American people th~t wc!put country before party and end welfare as we know it. 
But as Congress bcgins!this ~istoric debate, let rne ten you what I have always 
believed that welfare reform IS about. I've: been working on the welfare problem for 
14 years now, and 1 ca~ tell you: Real welfare reform lli about moving peoRle from 
welfare to work. where they'll ~ earning ~ paycheck, !!Q! i! welfare check, I! 
shouldn't be about punishing 'chHdren because they happen 1Q be QQQ!:: 

'I' I 
Q. 	 Can you sign a bill that:does not contain an i~dividual ,entitlement? 

We've got to keep an c)'e on that issue. I'm all for giving states a Jot morc' flexibility 
-- I've given waivers t6 23 states, more than any other President. But we won'r have 
real wcl~are reform if ali Con'gress docs is shift costs to the states and put children at 
risk. The real tcst for any welfare reform bill isi [)(:)CS it move people from welfare 
to work? Does it reduce tce~ pregnancy? Docs it hold parents responsible for 
supporting their Children'? DOcs it protect children, not punish them for their parents' 
mistakes? 	 ! 

I 
I 
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NUMBER OF PAGES rNCLUDrNG COVERt 
I , 

rF ANY PR03LEM WITH i~SM'SSION. PLEASE CALL. 202-662'3506 
I , 

, . ii' • 
COMHENT:.:;: while I realize that:. cime is short., 1 hU1(f! you w..lll 

focus on this right away given that you are speaking to 
the: (toverno"rs ';omorrow On children' a issues. 

! I ' 

I 
, 
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'June 5, 1995 

Presidant WilliaJR Jefferson Cl:inton 
The WIlite lIouse 

1600 ~annsylvania Avenue : 

Washington, DC. 20500-2000i 

Daar Mr. President: I
i 

I am 'writing to urge you to veto any leqislation t~at dismantles 
childr9n's ontitlQ~nt to ~c iassi£ta:-ce t\nd 'to say so DOW <'I.no nnemlivor.",lly 
as the full senate gets r~dY fe conslder welfare reform. 

, If we enter the «end game" on welfare reform without a s;leah ' and 
immedi$U;s ai9na1 that you :wili veto atly loqil)latiQn t:hat doe.s not prfi.'!SQrVQ 

guaranteed help to children -- the only way the entitlement can be preserved 
,- J\\~ny S.nato OOlfiooratEl will h.ave no incent.ivG to 9"0 out 'on a lil'nl? thoy 
think you will saw, off. I 

While I was grateful that you spOke out against the House welfare bill 
as 'Itoo weak on work C\nd tOQ tough on children, It :t was and am diz;t\trbed that 
you haVe been either silent or equivocal on the nation-<iefininq issue of 
whether Lh~ .c~tlt:H:.:'1:1 yov~n~l.nt' ~d 11 remain the pt;otector of IdSt: r$$ort for 
poor, hunqry I disabl.ed, negle'cted, and abused children t'eqardless of the 
state in which t.hey llvCl ori Ultd Vd.t:~IILD th~y ChallClitd to draw. M.y concern has 
been deepened after meetings Iwith white House ,staff, reading Secretary 
Shalala's l.etter to Senate f"lm:tDce commlttea 1ltt!mbt!l.':t$, l:tutl ht:U1El.U<:j Lt:lpu!.:L::. 
from senators and Governors of meetings with you on welfare and other block 
'grant. proposals anll budget issues.. Tho message thil-Y ):)elleve they hiwlVtl' 
received from you is that children's entitlement to AFDC assistance is not a 
bottom line. ~ truly hopei 101"lJ:s is wrong. . 

i i 

Some :may think it is gooct!pOlitics to throw A.FDC"s en'tit.lement tor poor 
children to the winds of temporary political change, although it is. clear 
from the polls ~ha~ the American people support a fairer and more 
constructive approach to welfare reform. More importantly, however, it is 
very bad' policy and it is, wr~ng~ Those of us who support you and other 
Democratic: leaders exp~ct ;you; to fight for what is right and necessa:rr to 
protect poor I hungry, and O:lsabled children, and worKing and: avaragEt 
Amerioans in time.s of Qtcon~mie idownturn and disaster ,in every state -- 'din or 
lose. I ! 

We can achieve greater sta~e flexibility, strengthen expectations about 
work. and .mak'e needed chanqes in welfare without hurtinq and makinq millions 
of poor children worse off. Before we tear down existing protections for 
poor chi ldran, we should make. sure that somethino better is bein~ put in 
plaee. pending lIouse and Senate AFDC block grant proposal" do not do this 
and Are not real welfare refor,mw 1:n their current :form they: 

,, 
,;frA A "rrnjRn h!)1"~A tor lnASS1VP- budqe.t cut.s that would dr.,mBtic~'1y 
reduce investments in children and dramatically increase chilcl 
destitution. II 

•
i 
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, 

o 	 will leave states and localities unable to respond automatically 
and immediately ~o increases in child and family needs as a result 
of recessions, disasters, population growth, or migration, etc 

I I 	 ' 
o 	 lack an' accountabilit in how states will use s ce ederal 

oars, ,thereby o~en1nq the oor to even sharper declines in 
_I rederal support I for children over time as has happened with 

previous block grants lacklnq a strong laderal role. 

o 	 leave children a~ rilsk of dee er ontinu' -.-cuts 
. . eraJ. budget cuts by permitting states to 

eliminate or reduce current efforts and child investments at a time 
when we have 14.7 million poor children -- the highest number in 30 
y.ars. 	 I t 

o 	 iml1ollO allocation foh.ulao that give some statQ" far 1.". helj t.h.n 
~others 	 and treat rapidly growing statQS in the south an West 

particularly unfairly. . 
. I 

o -iqnore ~bo historioal failure of many mtatAA to protect ~nd respond 
to the nQQds of :children in many areas' ir way. (The 

t ro GO or 0 iU.t rQQort- did '~not s;prin9" from 
Zeus' h~ad, it s'prang from the failure of many states to protect 
children.) I I . 
reckles~ly chan9~ national policy upon which the fote of millions 
of chilqran depends before we have evidence, from the waivers.your 
Administr4t..lun 11';'$ Cha.lJ1pionecl, that states' waiver experiment5 Ana 
flexibi~ity aGtu~llYi improve services for children and families. 

o 	 erase the federal role and leadership in an area of nation-defining 
importance in the face. of major u.i.tspd..l'itias in state resources or 
management capab'ilities. What business of any, nation is Trlore 
important than ensuring that its children clrt:!. lJL'epill.'ed tor the 
future? Yet there is. no state duty to serve or ensure children a 
healthy and fairlstart in lite in these blOCX grants. 

; I 	 .
You have fought too ha~d and too long to ensure Chl!dren a better chance 

to preside over or permit the tr,Qst regressive, backward step in social policy 
for children in 60 ye.ars. i YO~ haye the power to protect children an? mOVe 
our nation towards real rather than false welfare reform. We wlll do 
everything in our power to help. But we cannot do it without you. 

I hope you will spea~_ Pl~inlY at the Baltimore Governors' meeting on 
this and convey immediately: to :Senate leaders in both parties your commitment 
to protecting children's guaranteed federal safety net. I also hope you will 
Aducate the country about what~ the stakes are for children and why you are 
insisting on doing no harm!to fhe least among us. 

. I As ever, . 

. iAA ._,
jMarian Wriqht Edelman 

MWE/emb 

TOTAL 	 P,03 
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February 6, 1994 

I 
MEMORANDt:M FOR MACK MCLARTY 

I I 
FROM: BRUCE REED , I 
THROUGH: CAROL! RASCO 

SUBJEcr: William BeJeH Article on Ending Welfare for Out-of-Wedlock Sinhs 

, 
In the campaign, Bill Qinton called for ending welfare as we know it by requiring all 

recipients who can work to go to Work within two years. This proposal was designed to 
restore the basic social contract jn ~hich people who get help from the government give 
something back in rclumt and also Ito end welfare as a way of life, which should help 
discourage people from going' on ~ctfarc in the first place. 

1 i 
Until recently, consc('¥~ativc~ like am Bennett and Charles Murray have been strong 

supporters of the kind of work rcq~ircmcnts (hat the President proposed. Now that they arc 
in danger of losing the welfare issue, however. some Repub1ican~ arc caUing for even more 
dramatic changes in the wclftftc syStem. Murray has attracted considerable press attention 
and some Republican supponlby ptoposing that we abolish welfare altogether for single 
mothers who give birth to children out of wedlock, Some conservatives, including Bennett, 
sec this approach as a way toi hold onto the welfare issue by going funhcr than they think 
Clinton can go. I 

Here are three points to keep in mind about the Murray proposal: 

I I
1. Murray Is right about one thing: we'll never end welfare unless we reduce the 

number of Qut-or-wedlock birtb~. The number of unwed births in this country has 
doubled in the last 15 years, !Mof(~ than one in four births today is out-of-wedlock. Many 
experts attribute the recent incrcasri in welfare rolls (33% increase since 1989) to this out-of
wedlock baby boom. When the Pr~idcnt was asked about Murra.y's proposal, he said he 
agreed with Murray's analysis' that 'increasing illegitimacy is at the core of the welfare crisis, 

- : I 
2, Murray'. propos.1 isn't the only way to keep people oIT welfare in the first 

place. The President said, "There i~ no question that [Murray's proposal] would work, The 
question is ... is it morally riSht?" lAs part of welfare refonn, we arc considering a number of 
other measures to encour'.Ige parental responsibility and djscourage out-oC-wedlock births: 1) 
a national campaign to reduce tcen!pregnancy; 2) prohibiting teen mothers from lcaving home 
to collect welfare. and requiring [h~m to live with their parents im'tead; 3) reducing benefits 
for mothers who have addjtjo~aJ children while on welfare; 4) requiring mothers to name the 
father in order to receive public assistance. so Ihat we can track down the father and make 
him pay child support; and 5)1 requiring c~eryonc who applies for welfare to sign a personal 
responsibility contract that spells otit their rcsponsibHitics and requires them to work as soon 
as possible and within two yc1ars at the most. 

I 




, 
3. Murray's proposal completely Ignores the role of unwed fathers. Cutting 

unwed mothers off the welfar~ rolls docs nothing to address the other problem at the core of 
the welfare system, which is I,hat t60 many falhers fail to take responsibility for supporting 
their children. This is the Ac~illcSI heel in Murray's argument: he actually argues that unwed 
fathers shouldn't be required tp pa>~ child support, because that way young women would 
learn nOl to have babies outside marriage. The truth is just the opposite: if young fathers 
knew they faced a lifetime of!chM support, they would think twice before fathering a child 
before they're ready. According lollhe Urban Institute, there is a $34 billion gap in this 
country between the amount df child support that absent parents ought ttl be paying and the 
amount they actually pay. C~ild s~pport isn't just a welfare problem; it's also a middle-class 
problem, But if we had a truly effective child support enforcement system, and if men took 
responsibility for their childrep, we~ wouldn't need a welfare system, As part of welfare 
reform, we will propose a ser~es of: measures 10 crack down on deHnquent parents: wc'll 
garnish their wages, suspend their licenscs) track them across state lines, and if necessary, 
require them to work off what they: owe, 

i : , ,, , 

tn short, the best answer to Murray is that he doesn't go far enough: we need to end 
welfare as a way of life, and I.e' aUI young people -- men and women -- know that if they 
havc a child, they win have to take responsibility for that child, because ihe government won't 
be there to raise it for them. I 
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MEMORANDUM FOR THE P SlDENT
i , 

FROM: Carol R.~ack~ 
SUBJECT: Status of wblfare

l 
Reform Implementation 

, ' , ' , ' , 
This memo will update you on efforts to ensure that welfare reform is implemented smoothly 

and effectively, : I . . 

We have fonned an inter-agency ~ork.i!lg group to coordinate implementation. which met for 
the first time on August 9. and will meet on a weekly basis, We have established three 
subgroups. One will monitor key: impl~entation milestones, identify and resolve issues, and 
ensure deadlines are met, A second group is developing proposals to expand job opportunities ,
for those leaving welfare, A third group will coordinate !'residential welfare events, Separate 

,work is going forward on deve!opi~g prt.posais to correct the major flaws in "1e1fare refonn 

which you have identified, I 


One key element of imPlementatiln is work wjlh!hi; states through the National Go~ernors' ~~ 

Association (NGA), the National ~onference of State Legislators (NCSL), and the Am.I:I;j~~ 

Public Welfare Association (AP'XA) t~ ensure smooth federal-state communication, ~._,~'" 

Intergovernmental Affairs is coordinati,ilg Cabinet agency contact wJ!!l state and local officia~~ 

on ~ imglemeQtation issues. NGA, NCSL, and APWA will meet on unplementadon issues~- q 'I . 

on September 9 and 10, iifcluding' governors' senior policy staff, state legislative leaders, and 'I 

state social service commissioners. Intergovenunental Affairs is working with NGA to 

negotiate the agenda of that meetibg, including making Federal offICials available for briefings. 


,This memo summarizes the work!ofthl subgroup dealing with implementation. There are a 

trtmeWQJI$ w1mbe&Qfdjfficl1!t jmp,emruc2rioP c-bataw "ised by the hill. All affected 

agencies are at work developing their own timelines and work plans. We will be compiling 

these agency plans so that there iJ one 6verall framework for monitoring implementation. 

The following is a list of some of: the ril.in deadlines and challenges that we have so far 

identified,: . 


TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF)BLOCK GRANT 

. I I 
As you know, the bill creates the, new block grant to replace AFDC and requires that states 
transform their AFDC systems to'TANF by July 1997. There are sever.l major issues that we , ,
will be tracking as HHS manages this transition: 

i I 



", 
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o 	 Early Implementation - Slates have the option of implementing the block grant 
immedi:llely, and it is financially advanlageous for them to do SQ. Some slates 
may be ready 10 go immediately on enacttnem. We will be working 10 clarify 
with HHS the p,oce!;s and timetable for approving these plans. You should 
know that waPY satcs jnshidhw Califqwja wi" peW ro wi. apPW~al fWm. 
iiir &lete Ispia"mdts 1l;rpw §!!hmjttjpg WOJ»- No states are expected to call 
special sessions , this: fallon these issues. 

I :, , 
o 	 EJ;piatjous - ~HSlis preparing a preliminary list of areas in which it sees a 

aced to regulate under the slatute. We will be working with HHS to ensure , . 
that the new p~ograln is ,appropriately, but ngt oVliTlx.wwI!!l..ed.Q'~~~ I 1 	 . +.o'\:t:.",~....w .,,~ 

o 	 Quidanee to Slates T HHS is also considering issuing gu.d:rnco to slates on ow =: 
to construct their new block grant plans: We will be working closely with HHS 
on this guid~e to ~nsure that it is useful and helpful to the slates, . . ~ 

: 	 ' ~~. 
o 	 Approved w.&ers [1_ The bill lets states continue to operate existing waivers, • 

However, the bill's language is unclear about the scnpe of tlrese provisions, 
especially the ire.tment of work requirements and time limits. It appears that 
the . • d I .' 'ntend to exem t states fro th work artic' a ion '\. ~ , 

s bu . " . • •• in e lnm w a 'viti ~)~ 
In ad IUon, w~ver~ that apply to only a few counties in a state can not ~~~ 
extended to the entire state. - ~~~~ 

As for time lililS, LiChigan has waivers that do not include a time limit on .~-~n, 

benefits and h3.s indicated it wiJI continue on this course in the plan it submirs. ~~ ( 

rather than adbpt tllne limits as required by the bill. New Hampshire may 

follow suit. Wbeth~r the intent of the waiver provisions can be clarified by ~ 

administrative~actio~ has yet to be determined, Deciding upon the best course ( 

for ClarifYing the intent of the waiver provisions - seeking legislation or ~t-,."\,II< 

tbrough regulation (which would be our frrst preference) •• will be one of the ,~<;.~~ 


implementatioh group's first major issues. . . ~~; 


o 	 Pendin~ and FlilUrd Waivers" HHS has approved eight waivers in tire past~~\ 
days. tbree of1which arrived after you announced you would sign the bill (D~C~, ~<1... 
Idaho, and Kamas)l Wisconsin is not yet approved. HHS is prepared to act on ,~ 
future waiver :requ~sts untilluly 1, 1997 should states ask for the,m. "'", 

o 	 Other issues -"- The~e are a whole series of operational issues the group will be 
addressing including the establishment and ma~emen( of lh~e q~ 
bus Fund a~ the Contingency Funl! ~'%:,;;:" 

~1~ 
2 
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CHILD SUPPORT ENFORCEMENT 
j I 

The bill requires an increased 'Federal role and significant state activity in this area. States 
must .bave enabling legislation" in e~ by the end of their 1997 SeMiolll'. Federal dam 

"processing sY§tems nave be able to ~ct wilb state s~.'erns by OclOber..!.997. We must 
I !lsyelop a n:gis\Q' of new hires and a case registry, and enhance the Federal Parent y;x:ator 
\ ~ice. HHS has scheduled ~ conferences and set up joint working groups with the 

states. One change of interes\ is that stateS will no longer'be required to pass the first $5~of 
monthly suppon collections to the family receiving assistance as of October I, 1996. -..J 

'----, ~"i I":, 
IMMIGRANTS 6..u (t~ _ 	 ,,~~~ 
Obviously, the cross-cutting Jnpnct of the immigrant provisions of the bill will be a central 
concern on implementation .. Among the key impacts: 

o 	 Food 5mmps Jupoh ,enactment, legal aliens applying for ;000 stamps will no 
longer be eligible. Imnrigrants currently receiving benefits will lose them at the 
time of their regulariy scheduled recertification. These recertifications would 
begin inlrnedial!'ly upon enactment, with all such immigrants to be removed 

~ t' from the program within one year of e!laCuncnt. About 900,000 panicipants 
~~ , (including 300,000 children) will be ineligible in the first year; approximately 

'f"Uu """ . 250,000 l)"rticiPants!willlose benefits in the fItS! three months after enactment. 
~~~- Ii 

o 	 SugplemeJ)laI Security" IncOme (551) - Upon enactment, most immigrants who 
apply for SSI will ""tbe eligible. Current immigrant recipients wilLl:et 
!!!lnefits until !lie S!l4ial Security Administration (SSA) determines they ~ no 
IODeer eligible,: By !'larch 1997, SSA must itDd noticeS 10 me 1.1 million 
current recipients w~o may be legal immigrants anti req!!est evidence of their } 
Citizenship stanis. If the immigrant provides evidence thathe or she is not 
eligible or fails: to re~pond, SSA will notify the individual that benefits will be 

::J4. '\Iu. ~'stopped. The '\fi0.fit of time the recipient has to respond to the first notice 
n:oh %1 ~1:M ('appears to be at SS~'s disg.etio.n. although all redeterminations mUsLbe 

' cu completed within one year of enactment. SSA is exploring timing options, with 
. ~ the intent of providing recipieots as much time as possible within the law to 

)..A naturalize. An1estimated 300,000 to 400,000 recipients are expected to come ~ • I 	 ' 

off the rolls, I t 

We will be focusing on two oLerarehing issues in implementing these and the oth~r 
irmnigration provisions: 

o 	 Verification ~- peveloping a workable and fair system of verifying citizenship 
status that meets thejneeds of the various systems affected is a daunting 
challenge. The legislation outlines ambitious timelines, and an administration 
workgroup is already at work putting proposals and options together. 

. I 
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o 	 NaturalizatiQ! - II anticipation of the restrictions on ~nefits. many immigrants 
have already applicld for citizenship and many more will apply as the restrictions 
take effect. INS his been working on initiatives to speed up the naturalization 
process. The' Citdenship U.S,A. initiative is designed to respond to the large " 

"'" increase in applications and expects to naruralize 1,2 million inunigrants th.i§." ~ 
'}t ' ,Jfscalxear. INS isl'ISO working with SSA and OMB on a new regulation that 'It,~~ 
~~ 1'1'will waive Etlglish and civics test requirements for inunigrants with certain "\' 
~ '-'.~ .' serious disabilities i.nd perhaps establish a special waiver for many dis.bled ~ . 

•,,"""- irrunigrants rei:eiv;ng SS!. 	 . ~ 
I I, 

FOOD STAMPS - NON-IMMIGRANT PROVISIONS . 

I i 
Eli~illiljll' for 18-5~ar=old Childless Adulls - Most .ble-bodied adults without children will 
now be limited to 3 months Or food stamps in a 36-month period if they are not working or 
participating in a work Or workfare program. ' For current recipients. this Hmit is effective 3 
months after enactment. One million current recipients will become ineligible within six' , 
months. Households remain'ineli~ble for the balance of the 36-month period unless they 
obtain work or get a slm in i job training or workfare program, 

: I 
Making the extensive changeS to their computer systems to determine the eligibility of 
individuals who are dropped 'from 'the rolls and to track new recipients against the time limits 
will be a major implempttati6n ctJule.ge to states, ' 

, 

Bl:nefit Level. - Changes to the sti.rutard income deduction and the excess shelter deduction 
Will reduce benefits for nearly all Mthe 25 million monthly participan.ts. Food stamp 
allotments will still increase under Ithese changes, but much less than under prior law, The 

( impact increases over time - by 2002, average benefits will be nearly 20% lower. 

These provisions involve relalivel) simple computer changes. The Department of Agriculture 
(USDA) expects most states will ~ able to implement them on October 1 and Ianuary I, 
respectively, without delay, 1 

OTHER KEY PROVlSIONS 

SSI for Children .. The bill lightens SSI eligibility for children with disabilities. Upon 
enactment. new applicants who do hot meet the new standard will be ineligible. Current 
recipients will get benefits until SSA makes a redetermination that they are 00 longer eligible, 
Children whose cases must beireviewed will receive notices by January 1997. Those found no 
longer eligible will be sent a rioticelthat benefits will be Slopped. In cenain cases, henefits 
may continue until the first le~el oflappeal i. completed, The bill calls for all redeterminations 
to be completed within one ye~r of pnact.mem, An estimated 285,000 initial notices will be 
sent and an estimated 190,000' children are expected [0 comc'off the rolls, SSA is working on 
the plan for the timing of the reteas~ of the first notices and the subsequent processes. '2	1 
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M 'd 'rh Med' 'd: if' 'L"I' , I 1"1-, (I)' ' C{ilCai - e leal progrill~ aces two major CU41 enges m unp ementaUon: ~ 


deli~ing eligib,ility for Medipaid ~rom the weltar.: system. and (2! as~ssi~g the i~eact_on 

e!'ndlllg and eXls!i"& """vers: • Tru; Health Care Fmancmg Administration 1$' worldng closely 

with other parts of HHS and with SSA to meet these challenges, 


Child Care - The bill block '~ranJ several chiid care programs. effective at the \1eginning (;'f8' ~ 
the fiscal year. While these Chang~. are mostly positive. the timeframe for implemeotation is '<, '" ~ 
challenging.! ~6fcA 
MoWIQrillll and Evalu.uign •• One ~ey overarchiog issue will be to ensure that agencies are ~~~ 

{~~~fectj,........n..•~F""'n,....t. m~niWjng, capabilities to identify the ~cto~~, 
~~_ ebo:ngeS on tb9 twljldUals and 1D.'U1tut1ons rn~ . l ~ 

JOB OPPORTUNITIES --~ , _ 
:,:;: 
, " 

The interagency workinggroJp on Ithe welfare jobs issue is nearing completion of a package of 
opiions, AI this point it appears ~t the components will likely be: about $1 billion in 
enhancements to the Work oPportu'ruties Tax Credit passed in the minimum wage bill; a $100 
million expansion of the Cominuwty Develpomeot and Financial Institutions program to 
enhance economic development in distressed areas; a $3. hUUan spendiru: program to place one

'f. (million bauHo..emplov welfare rect'pien.!!..iL unsubsidiezed jQbs. with the key feature of • 
, withholding full payment to States ~ntil successful job placement and_retention, " 

, , I 'G<>'l. ," ~~~ 
NEED FOR LEGlSLATIONi 'I ::v ''-'''~'~ 

I : 

Work has begun on developin~ pro~sals to coriect the Dl1Ijor flaws in the welfare reform bill. 
Among those you have noted are: (I) the too-deep cuts in the Food Stamp Program. including the 
cap on the amount that can be 4educted for shelter costs when determining an individual's 
eligibility; (2) the denial of Federal a\;sistance to legal immigrants and their children. and the 
slate option to do the same; and, (3) the failure to provide Food Stamp support to unemployed 
chiJdie~ts who are willing to work, ~ut not offered a~rk$ 
Additional issues requiring corkctivl action include: (1) the failure to provide sufficient •
contingency funding for Slates that experience a serious economie downturn; and (2) the lack of 
a provision for in·kind vouche~ for children whose parents~ch theJive~~~ar Federal time limit 
without finding work. ! _I ~"'_ .~. • 

............, '-\;-~~ \,}&:'- c.Mt>t>., 
CONCLUSION : ~w.~'i\t.:; .~~• I <..S. 
We will keep you up to date on developments as we go forward. 

I 
•cc: Leon Panetta 
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THE 	WHITE HOUSE 

I WASHINGTON 

May 30, 19'J3 

MEMORANDUM FOR THE PRF.8lDENT 
I 	 I 

FROM: BRUCE REED , 

SUBJEt."'T: WELF1RE REFORM IN WISCONSIN 

I
I. Gov. Thompson's Tlme-tlmlted Welfare Demonstration Project 

! 	 I 
On Thursday, Gov. To~mYIThompson announced n welfare reform pilot project that 

includes a work requirement a:nd a 1Wo-ycar lime limit If it passes the state legislature this 
fall, the project wiH be tested in twp counties -- provided that HHS approves Wisconsin's 
request for, a waiver, I I 

The proposal, called, "Work Not Welfare," sounds similar to what vou called for in the 
campaign: everyone who can :work: must go to work; the state guarantees' education, training: 
and child care; cash benefits end after two years; for (hose who cannot find a job in the 
private sector, a public service job {".m be provided. 

Recipients win rcceiveLdultion and training for one year. then be required to work 
for thclr benefits in the second year,, Child care and health care benefits will continue for up 
10 a year after ca'ih benefits run out. The plan is designed as a decade-long experiment. to 
be expanded if it works, I 

I 

Wisconsin will not subritit a formal waiver request until the legislature approves 
Thompson's plan. HHS will ~ave t~ review it for cost neutrality and other issues, Bul at first 
glance, it looks to me like a responi;ibte proposal. The biggest question may be ensuring 
there are enough jobs to go around'! The plan calls for a partnership of business, 
communities, and iocal government! to generate the necessary jobs. . 	 , 

I 
In announcing the proposal, IThompson said, "If Mr. Clinton is serious about welfare 

reform, he should take a look ~t Wisconsin." Thompson is one of five governors who serve 
on the welfare reform advisory groJp that the NGA formed at your request. 
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, 
II. The New Hope Project In Milwaukee 

If you talk about wClfJrc rJorm in Milwaukce~ you can atso mention the New Hope 
Project, a pilot project in time:-limitcd welfare in inner-city Milwaukee, The program started 
las' year with 50 people; it plans to expand to 600. 

The program provides ~hi1)care, health insurance, a wage supplement (an additional 
supplement beyond the federal, and Wisconsin E1TCs to boost participants' income to 105
115% of the poverty level if thley ~Iork full-time). and a guaranteed job in 'he public or 
private sector. , 

,, 
The New Hope Project' was launched with money from foundations, corporations~ and 

state and local government. Congr~ attached a $6 million New Hope amendment to H.R. 
11. the tax bill Bush vetoed laSt fall, They hope to pass it again this year. 

According to New Hopl'g fo~nders> Milwaukee leads the nation in teen pregnancy 
rates, and ba,<i the largest income gap between whites and African-Americans. 

I 
I 



Welfare Reform Conference Can with Democratic Governors 

Date: August 23, 1995 
Time: 6:00-6:30 p.m. 
From: Bruce Reed 

I, PURPOSE 

To give Democratic govemors negotiating instructions for a possible NGA compromise on 
welfare reform, I ' I ' 

, 
1I. BACKGROUND : ,, 

Gov. Thompsoo promised DoI~ he"Could get a bipartisan NGA deal on welfare reform by 
September. This conference call is.;with the lead Democratic governors on welfare, who want· 
fO know our bottom Hne before they start negotiating, Thompson is expected to approach 
them with a proposal next week. ' 

As you told Dean and others last week, we believe a deal could be helpful in the upcoming 
Senate debate -- so long as itf,s a g~od deal, and the governors ask for real money, A list of 
the major issues and talking points for the call are attached, The most important advice you 
can give them is 1) ask for re~l moricy, and insist on specific dollar amounts for child care 
and the contingency fund; 2) dfon't give an inch on maintenance of effort; and 3) make sure it 
looks like a governors' deal -, a middle ground between the Daschlc and Dole bills -- not 
an NGA endorsement of Dole,' If it looks like a bad deal, they should walk away. 

The governors arc surc to prel yoJ for our bottom line -- what1s unacceptablcJ what we 
would veto. etc .. We've made tecOiAmendations in the talking points as to what we think, , 
would be, a good deal for them and for us. but you should avojd getting pinned down on an 
absolute bottom line. The best wayl to do that is to get them to run the terms of any possible 
deal by us before they sign on: 

Rahm and I will both be on the West Coast. but we will call you 15 minutes beforehand to 
do .he briefing, and stay 00 for .he bll, Secretary Sh.lal. will come to your office, 

I . 

III, PARTICIPANTS , 
Governor Bob Miller (NGA vil:e chair) Governor Camahan 
Governor Carper (lead Democ~atic rtcgotiator) Governor Chiles 
Governor Romer (most enthusiastic Inegotiator) Governor Dean 

I 
IV, TALKING POINTS IAlI3chcd, 

I 



I. 

II, 

Ill. 

IV, 

V, 

VI. 

VII. 

VIlI. 

IX, 

, 

i : 
ITHE GOVERNORS HAVE ,THIS ONE-PAGER. YOUR TALKING POINTS 
TRACK WITH IT,J I ' 

I 

I, , 
'WEI,;FARE REFORM ISSUES 
I 

Overall Approach 

Child Care $ 

Maintenance of Effort • 

Contingency Fund $ 

Performance Bonus 

Punitive Mandates 

Food Stamps 

Job Training 

Other Elements 
, 

-- Child Support EnforoemeJt 
-- Minor Mothers I, I, 
-- Personal Responsibility Contract 
-- Vouchers 

I 
I 
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I Talking Points 
Welfare Reform Conference Call 

I 
I. Overall Approach 

I 
• Thank you for taking ~imc ?ut to work on this. States obviously have a lot at stake 

in what happens in Congress this fall on a number of issues -- and it's important to stand up 
for your interests on welfare reform, which will be the first one out of the box. 

• I don't have to tell yoJ that you should approach these negotiations with extreme , 
caution. OUf view here is that il truly bipartisan deal that strikes a middle ground between 
the Daschlc and Dole bills coul? help us get a better bill -- but a deal that just looks like an 
endorsement of the Dole bill with minor changes will hurt more than it helps. 

* You should do CVerytJin; JOll can to make this a "governors' plan", not just the 
. Dole bill with amendments. 	 The bc~t thing for you, for Thompson, and for NGA would be 

for the press to see the governots stepping forward with their own, cent'rist plan that's good 
for states and could actually w6rk. I 

• You should constantlylremind Thompson that governors arc not bound by the 
Congressional Republicans' budget reSolution. On child care, contingency fund, and other 
issues, you should press for sp~ific dollar amounts that represent real money. There ought to 
be bipartisan support among goyerno~s to reduce the size of the cost shift to the states. 

• We'd like to run throU~h thl issues quickly. I'm going to give you our best take on 
what the Administration would like tt, see out of a governors' deal. I'm not saying that we 
will flat out reject a deal that d<?csn'tlgive us absolutely everything we want. But today we'll 
try to give you a general sense ~f wliere we are -- and I recommend that to make sure we 
all stay on the same page, you check back with us when you have a better sense of the tenns , 
you think you might be able to get. ' 

I 
II. Child Car. 

• We estimate that it wil,1 cost states $13 billion more over 7 years than Dole has in 
his bill to be able to provide child ca~e to meet the work requirements. That should be your 
starting point. If you can get a Ideal kith half that much ($6 billion), that would be good. 

[NOTE: The governors Lay Lk about whether we'll insist on maintaining IV-A child 
care as an individual entitlement. Th~I's nol going to happen. Dodd and Kennedy, the 
Democratic leaders on child car~, ha~e already proposed to put child care into a capped 
entitlement block grant. Our r11rijor crincern is making sure that there's enough money in that 

block gran!.J 	 I 3 

I 



I, 

Ill. Malnten.nce of Effort 

" The President feels ve'ry sirongiy that it is in the states' best interest to have a real 
maintenance of effort requirement. The Thompson-Dole idea of 75% for tbe first two years 
is not a serious proposal. You :shouid insist on the Breaux proposal of 100% over Seven 
years -- and make clear that this is ~ot negotiable. We think we have the votes to prevail on 
this issue in the Senate. and any deaJ that undercuts us on this point is not worth having. 
(There was a good article on this in Monday's Wall Street Iournal.) , 
IV. Contingency Fund I 

I 
• We estimate that states could necd around $4 billion ovcr 7 ycars for a full-fledged 

contingency fund, Again, you ~hould aim for a'i much of that as you can (Le., $2 billion) . . 

V. Performance Bonus 
,, 

* There is bipartisan support for the idea of giving states performance bonuses for 
meeting their work requirements. The Daschle bill includes $1.5 billion over 5 years. You 
should try to get ;,1 specific doll~r figure as well. 

VI. Punitive Mandates 

.. This is an area where ~ou can shore up Daschlc and Dole at the same time. Keep, 
in mind that a governors' deal cOuld turn out to be even more important in conference. when 
we try to ward off nasty provisi.ons i~ the House bill, You should insist on a strongly worded 
statement that states oppose Washington telling them to cut off young unwed mothers and 
oppose the idea of an i1Iegitim~y bonus that could reward Slates for encouraging abortion, 
You should also be able [0 get a S[ro~g statement against the immigrant provisions . 

• 

VII. Food Slamps i 
I 

.. As you know, the Ad~inist~ation has threatened. to veto a bill that block grants food 
stamps. We have not issued such a tprcat over a state option to block grant food stamps, but 
we have serious concerns about!it. 'rhc Republicans call it a state option, but it isn't really. 
because the option is irrevocable -- any state that exercises it Can never go back, even if the 
state goes into a deep recession land its population of poor, unemployed, and hungry people 
goes through tho roof. I: 

• We know it is diffieull for lovemors to oppose anything callcd a statc option, but 
we would like you to take this Jne off the table. 

I , 
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. 
, , 

" VIII. Job Training 

• This is another arca ~here Iwe may differ a bit. Scnatc Rcpublicans want to include 
the Kassebaum job training bill as part of wclfare rcform. We have scveral problcms with 
that: 1) Kassebaum cuts fundirig fot job training by 15%; 2) We think it's a mistake to take 
money away from training for dislo~atcd workers and allow it to be used to train welfare 
recipients;' and 3) The Kasscba~m bill docs nothing to provide skill vouchers for dislocatcd 
workers, which is the Prcsident's nuri-tber-one priority in job training. 

I I .' 
• You may like othcr parts of the Kassebaum bill, but the President needs you to keep 

from endorsing it as part of thi~ deal. 

•IX. Other Elements 
, . 

• Finally, wc've listed a few other elements that can help this look more like a . , . 
governors' deal that borrows from both Dole and Daschle: ' 

I 
• Toughest possi,ble child support enforcement: No argument there. 

. I I 
• Requiring minor mothers to live at horne and stay in school: A positive 

endorsement of this willi helPlward off the punitive cut-off of young mothers. 

~ Personal responsibility contract for each rccipient: This was in the 
President's plan and the 'oaschle bill; it's now in the Dole bill as well. 

I I 
• Job placement ~ouchers: The Dole and Daschle bills both call for the use of 

vouchers to private companieS to place welfare recipients in private sector jobs. 

• Vouchers for childJn whose parents have reached the time limit: Many 
Dcmocrats in thc Senatet who larc very nervous about a governors' deal that gives up 
on the individual entitle~ent ;.vill feel much bettcr about it if you can agree to some 
kind of third-party voucher that will help provide food and clothing for the children of 
recipients who have hit the ti~c limit and been cut off. It should be hard for 
Republicans to argue ag~inst this kind of safety net for innocent children. 

I , . , 
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,THE WHITE HOUSE 


WASHINGTON 

July 14, 1995 

MEMORA!'iDUM FOR 	LEOJ-; PANETTA 

I 
FROM: 	 RAHM ~ANUEL 

BRUCE REED 
i 

SUBJECT: 	 WELFARE REFORM 

I 
At this point it is clear that the Rlp~bhcans will not be abJe ~o rake up weI faro reform by 
summers end, When Ihe Congre~ returns in September, they will be fucused on the budget. 

I . 
Therefore, it lS _imperative for us ~o use the end of this session to make 3. lasting impression 
on the welfare debate ~-	 one which establishes the President as the true champion of welfare. 	 . ,
felorm. _ 	 . 

To accomplish this goal, we muJ org,mize HHS and the Department of Agriculture to wrap 
lip all the remaining welfare waiy1crs as soon as possible, there are approximately 20 Qf more, 
:lfId sign all of them on olie day. 

At the announcement of the 20 additional waivers. the President would also Jav out four ' 
principles on whi~h Hny future w~iver would be approved illld the time frame tor approvnL 

, 

The headline we would strive for!is, Clinton announces welfare reform has begun. This will
give the President ownership of welfare reform,, 

To ensure this attention. Ihe Presl6ent should hold this event the day after the Congress 
departs for the August recess. THe recess can be used to give us a jump on them for not 
accomplishing welfnre reform, ant! the President through Executive actlon could take chnrge 
of devoting ihe recess period to irelfare reform_ 

: 

There are a number of steps' that !leed to be put in place to make this worK-, 
I 

• 	 First. on the legislative front, we need, you to call Senator Breaux '(Uld really push him 
to reach out to,moderate Republicans. The goal would be to keep the moderate 
Republic;ms from making !any agreement with the conservative Republicans so thm: the 
Sellal.; will not have an agreement on welfare reform by tbe time of the August recess. 
In additIOn, jf ;md when the Senate begins discussions ou welfare rclorlll we wnl1( 1he 

moder:ltes 10 be more doiely aligneo with the Democrats than with the Republicans 



, , ., .. 

• 


.. Second. we need a meeTing with Secretary Glickman and Secretary Shalala to direct 
them to finish every waiver10n time in order to represent the President's best interes,; 
nOf their own bureaucratic t,imeline. 

Third, we ~eed to organize ISenate Democrats to attach lheir welfare bill to a major 
legislative vehicle before th1e August recess. This will show the Democrats trying to 
push welfare reform. and t~e Republicans as the ones who did not WMt it to happen, 
This would be a good preltide to the President's action after they leave for recess. , . 

In addition to the President makin~ rm announ~ement at the end of the legislative session (the 
first day of the recess), on the following day he should tnivel to a welfare worksite on his 
way out 10 HawaiL There are m~y options for areas to hold this type of event where the 
President reiterates his message on welfare reform revolution. 

Finally, it is clear that given wherl we are going on affirmative action, accompljshing welfare 
reform will be an essential credential for the President. Not only going into the 196 election,,
but in keeping downscale white voters open to the President. . 

I 

r cannot stress enough the import.ince of agreeing to a strategy and then taking the necessary 
steps. By first gaming your apprdval and then moving the waiver process and the Senate 
relations along, 1 think we have a 'solid chance of reclaiming the issue of welfare reform. 



July 23, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Bruce Reed· 

SUBJECT: Welfare Reform Conference 

The welfare reform bill passed the Senate this evening by a vote of 74-24, The 
coriference will begin immediately. ind could be finished by !be weekend. 

I 
,, . : 

I. Overview 

We need to move quickly to mobilize bipaI1isan SUppOll for holding onto the 
improvements the House and Senate have made, and to seek further improvements if 
possible. We are WOrking with Republican moderates In both houses to spell out their 
concerns in letters to the conferees, and with Blue Dog Democrats who withheld their 
support from the House hill in oruerlto extract concessions from the Republican leadership in 
conference. We also are pressing NGA to weigh in on a number of state flexibility issues 
where OUf interests coincide, ' 

We have already won the battle on virtually every issue that is centra) to moving 
peopJe from welfare to work, from p'roviding health care and child care to requiring <80% 
majntenance~of~effort and giving stat~s a perfomlance bonus for placing people in jobs. The 
House and Senate bills are quite similar in all these areas, and both are dramatically better 
than the vetoed bilL I 

, 
Mnny provisions of the vetoeq bill that were tough on children have been dropped as 

well •• cuts in school lunch, child welfare, and SSI for disabled children. The main battles 
in conference will be over protecting Ichildren from some of the cuts that remain ~~ by 
allqwing vouchers, containing the fodd stamp cuts. and alleviating or delaying the impact of 
the immigrant provisioilS. 

We should use the teverage w~ have - the governorS' desire for flexibility. the 
conservatives' desire for the family tip opt-oUl (which the Senate removed today by a vote 
of 57-42), and the strong desire of m~ny Republicans for a biII that actually h<cQmes law -, 
to keep up the bipartisan progress in these areas. 

I 



II. Key Issues 

A. Vouchers: Both bills prohibit the use of federal block glllnt funds to provide 
vouchers beyond the 5-year time limit. As a practical matter. states could stm use their own 
money to provide vouchers, and wo~ld be more likeJy to use the 20% hardship exemption in 
boll! bills (Illther than voucbers) to deal with families who reach the time limit. But the issue 
has taken on symbolic importance ftir both sides. Today••fter Lolt forced Chafee and 
Jeffords to change their votes and dJfeat an amendment to permit the use of hlock grant ,
funds for vouchers, Daschle and a h~ndful of other Democrats felt so double-crossed they 
voted against final passage. Castle fought for a similar amendment on the House side, but 
the leadership would only give him bxpHcit language that states can use theIr own funds for 
vouchers. I 

The NGA supports removing lor easing the 'restriclion on voochers. So will mnderates 
jn both parties. It would be easy to reach a middle ground on substance ~~ for example, 
allowing vouchers for more limited in-kind expenses (such as diapers and clothing), or in•
more limited circumstances (such as ~conomic downturn). But the Republican leadership 
knows how much Democrats want this, and will keep trying 10 deny il in an effort to splil 

our ranks. , I . 
B. Food Stamps: Two Food Stamp provisions of the House bill are worse than the 

Senate: the Kasich amendment to impose a three~month lifetime limit for unemployed men 
without children, and the block grant: state option. The Kasich provision is particularly 
meatl~spirited. and was designed to give the House leverage in conference. The Senate 
unanimously passed a Conrad amendment to soften this provision. and we should be able to , 
ward off Kasich in conference.: ' 

, 
i 

The optional block grant will be more diffiCUlt, because it has support from governQrs 
in both parties. We should try [0 be~[ the state option outright, or at feast do everything we 
can to keep states from ever taking it: -- for exampJe, a limited demonstration in 3~5 states 
(which is probably more than would ~ver choose the option), or requiring states to have both 
statewide EBT and a low error rate <tpe current House option requires one or the otiler but 
not both), a test almost no state todaYcould meet ' 

f 
C. Immigrants: The House piH cuts much more deeply than the Senate, and both 

are disappointing. Our best hope in 40nference is that RepUblican governors and RepUblican 
Jeadership may ultimately have second thoughts about going this far (unless they think they, 
can draw a velo). If Republicans arelwilling to consider any changes, the choices include 
exempting children (a Kermedy amendment to exempt children from the bans received 51 
voles in the Senale, but needed 60 to 'pass because of the Byrd rule), delaying the effective 
Mte for one or more of the bans, or applying the bans prospectively. Any of these changes 
will be difficult, because Republicansjwant to jam us and Democmts donlt want to go out on 
a limb. 

2 
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D. Other Differences: We will give you a detailed side-by-side of the two bills. as 
wen as a chart showing the progress we have made since the initial House bill and the vetoed 
conference report. Here are the other main issues to be resolved in conference:' .. 

. 	 I 
• 	 Family Cap: The House hill. like the conference report. allows states to opt out of 

the family cap but requires them to make an afflnnative decision to do so. The 
Senate dropped the family c~p and plans to use it for leverage in conference. This is 
OUf best bargaining chip. Even though there is. little practical difference between the 
opt-out provision in the HouSe bill and the opt-in provision in our own bill. House 

•
conservatives need the opt-out. and in the past have been willing to give up a Jot to 

~~. ·1 . 	 '.. 
• 	 Performance Bonus: The Ho~se bill provides $500 million In bonuses to states for 

placing people in jobs; the senate bill provide. $1 billion. Either provision is much 
better than the vetoed bill. which had performance incentives but·not a separate pool 

"' . -.~~- ---~ of cash bonuses. ~! 	 ' 

• 	 Maintenance ~f Effort: Thl Senate bill sets MOE at 80% of FY 1994 spending. and , 
tightens the definition of what counlS. Tbe House bill also selS MOE at 80%, with. . 

75% for states that meet the work reqUirements. (Any state that can meet the work 
requirement will probably be spending more than 75% of ilS current effort anyway.) 
Either provision is better thati the conference report, which was a flat 75 %. 

• 	 'I'ran'Sferability: Both the Hluse and Senate made it much tougher to transfer money 
from the block grant to other ipurposes. The Senate bill limits such transfers to child 
care; the House allows transfers for a few other services but also significantly limits 

I
the amount of money that can be transferred. 

I
• 	 Work Hours: The House reduced the work requirements 10 30 hours a week~ the 

Senate remains at 35 hours. The NGA will be pushing to lower the requirement to 25 
hours, which would reduce o~eral1 work and child care costs, Both bills improve on 
the vetoed version by allowing mothers with children under 6 to work, part-time. and 
guaranteeing that mothers-with chifdren under 11 cannot be required to work unless 
child care is availahle, I 

• 	 Child Welfare, TheSen.te bill preserves current law; lhe House bill block grants a 
few programs that are already icapped entitlements. Both bins are hig improvements 
over the vetoed version, wbic~ block granted the funds states use to investigate and 
prevent child abuse. '. I 

• 	 Equal Protection: The Senate bill includes equal treatment and due process language 
from Castle-Tanner to help rn~ke sure eligible recipients arc treated fairly_ The 
House language is harder to eriforce. 

I 
I 3 
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• 	 Adoption Tax Credit: The Seoate voted overwhelmingly to attach the adoption tax 
credit you endorsed earlier this year. The House passed an adoption tax credit in 
May, but did not address it ih the welfare bill. With no other tax bill in sight. this 
may be the only vehicle to elmet the adoption tax credit this year.

I 	 . 
• 	 Medicaid Guarantee: Both ,billS guarantee Medicaid to welfare recipients and their 

children, based on current eligibility rules. This is a dramatic improvement over the 
vetoed bill, which explicitly broke that link. The House and Senate bills are virtually, 
identical. but given its importance, we should keep an eye on this issue in conference, 

III, Wisconsin Waiver 

If we're going to approve the Wisconsin waiver this weekend, we need to do so in a 
l 

way that bolsters our legislative position in conference, and does not give the Republicans 
any openings, The only safe approaCh is to make sure the waiver is completely consistent 
with what we're seeking in conferenCe. 

I 
You will receive a more detailed memo from OMB on issues that need to be resolved 

in order to grant the Wisconsin waiver. Only two outstanding issues In the waiver have any 
direct bearing on the conference: 1) 'equal protection/due process; and 2) time limits. In 
bqth areas, I recommend that we graht the waiver along [he Jines of what Wisconsin could do ,_ 
under the new Senate-passed bill. 

On equal protection and due process, that would mean that we would waive the , 
entitlement, but hold the state accountable for its pledge to provide jobs by insisting that it 
abide by the relevant provis.ions of th~ Senate bill, which require states to treat families in an 
equitable manner and to give recipients a fair hearing after their benefits have been cut. ' 

I 
On time limits, we could grant the state's request. but spell out explicitly in the 

wah'er that the state had the option to use federal money to provide vouchers beyond the 
time limit, as well as the option to exempt up to 20% of hardship cases. . ' 

Neither of these decisions wm! please HHS or completely piacate Thompson, but they 
might allow us to grant the waiver with minimal backlash in conference. Before we proceed, 
however. we need to check with HilIJy to make sure we haven't overlooked any 
unanticipated consequences. For exatPple, Republicans might decide to add a rider to the 
conference report thrH deemed the ent~re Wisconsin waiver approved - jncluding the 
Medicaid provisions we don't support. That may be procedurally difficult. but if it's a real 
possibility, it's not worth th.e risk. 

4 
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;THE WHITE HOUSE 

WASHINGTON 

August 11, 1995 

MEMORANDUM FOR THE PRESIDENT 
, 
, 

FROM: Bruce Reed ! , 
Rahm Emanuel 

SUBJEcr: Welfare Reform =Recess Str..m~gy 

Over the recess, we wHi be working witb Democratic governors and key Senate alHes 
to prepare for the Senate debate in September, Thompson and Romer arc pushing hard fm an 
NGA compromise, which could provide an opening for a truly bipartisan bill. But we have to 
monitor those talks closely to makb SUfe they don't undermine our hand in the Senate, where 
we were poised to get much of wh~t we wanted if the debate had taken place this week. 

I 

I. Senate Updai. 
, 

Until Senate Democrats agr~d to Dole's request to put the bm off until September 6, 
we were in relatively good shape ih the Senate. A pivotal bloc of moderate Repuhlicans is 
holding out for significam improvcmcnls in the Dole bill, including a maintcnance of effort 
rcquircment, more money for child: care, and a performancc bonus for stat~s that move peoplc 
to work, Dole put off the bill not because he couldn't find the votcs (as the press reported), 

I
hut because he knew he would have to come our way to get them. The DcmocrJts went 
along becausc none of them wantea to be seen filibustering the bill and some on the left were 
afraid the Senate was ahout to pass a bill you could sign , 

Dole's strategy O,,'cr the reeLs win be to keep making modest concessions to the right 
and to the left until he can build almajority. With help from reasonable-sounding Repuhlican 
govcrnors like: Thomp~on and Wcl~, he is putting intense pressure on the mooer4tes to settle 
Cheap -- maJntcnancc of c~fort at 75% of current levels rather than 100%, an exemption for 
mothers with childrcn undef one father tban additional moncy for child C<lrc. etc.' So faf, the" 
have stood up in the pressure and ~cfused to sign onto his hiiL But time is against us, and ' . , 
the more time- Dole has tn beat up!thc moderates, the worse off we will be, 



The Daschlc-Brcaux-Mikul!ki bill has 30 cosponsors, and all the Democrats should 
vote for'it except Baucus, who has ~lgned onto Dole's bill. But moderate Republicans have 
decided to improve the Dole bill rather thttn cross over and support the Democratic substitute. 
If moderale Republicans succeed inlgctting sufficient improvements) between 10 and 20 
Democrats (moderates as well as some liberals who arc up for fe-election in 196) will, 
probably join them in supporting the Dole bill. 

II. Governors 

Thompson has been pressing for a bipartisan NGA agreement on welfare reform since 
he took over as chair last month. In Vermont, he appointed it welfare reform committee that 
includes Democrats Carper, Romer, jC~ilcs, Bayh, pob Miller, and Dean, and Republicans 
Thompson, Engler, Weld, Allen, Branstad, and Sundquist. This week, Thompson told Dole 
that if the debate were delayed until: next month, he -could deliver tbe Democratic governors' 
support for something close 10 the Dole bJlL , , 

By most accounts, Thompsol is eager to strike a deal in order to strengthen the NGA 
and boost his own profile on weifar~ reform, In initial discussion.o; wilh Democratic 
governors this week, for example. h~ hinted that he would he wining to accept some 
provision on maintenance of effort, IBut Thompson will be under pressure from Dole (and ~is 
vice-presidential rival, Engler) to produce a deal that meets the RcpubliC<lns' budget targets. 

, 
We h3\'C schcduled a conference call with Dcmocratic governors next week to help 

them prepare for discussions over t~c recess, 'Their concerns arc generally consistent with our 
SAP (att:icheJ): They intcnd to hold out for a substantial increase in funus for child care, a 
maintenance of effort requirement, a1nd a real contingency fund thai responds to population 
growth and economic downturn~ RJpublican governors have resisted these provisiuns in thc 
past. Our beST hope is for Democratic governors to persuade their Republican colleagues to 
overlook Dole's budget problems and insist that Congress provjde some reat money. That 
would strengthen the welfare reforml bill amI $trengthen the NGA'$ hand on the eve of the 
Medicaid baule. I 

OUr $ignal to the Democratic governors will he to proceed with negotiations to sec if 
they can get a deal that's a Iruc ble)l~ of the Dole and Daschle bills and not just modest 
changes to Dole. BUI we will also ~am thern not 10 undercut us on issues we have a good 
chance to win in the Scoute, like maintenancc of effnrt, and to make surc they check with us 
before th~}' !-iign onto any deal. We rhavc to be particularly concerned in areas where their 
interests m~y be diff~rcnt from ours) For example, un(css we convince them otncf\.visc, 
Democratic governors arc likcly to c1ndorsc two dements of the Dole bill we would ~ther do 
without -- a state option to block g~nf1t food stamps and KfiSScbJurn's training bill with no 
provision for sklll grants. I 

lei us know if you feel we should send thc governors a different signal. We will 
keep you posted on any progress lhc)' make, 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFiCE OF MANAGEMENT AND BUDGET 


WASHINGTON. (Hi. 2OS«l 


August 5, 1.995 
(Senate) 

,, 

STATEMENT O~ ADMINISTRATION POLICY 
(THIs STAn!Ml!NT HAS BERN COORDINATJ!l') BY OMB WITH TIm CONCERNED AG8NCms,) 

I
§. 112Q - Work opportunity Act of 1995 

(Dole ~R) KS and 31 cosponsors) 

The Administration oppo~es s. '1120 in its current fora because it 
falls short of the central goal of 'real welfare reform -- moving 
people from welfare to worK4 The Administration strongly 
supports enactment of real and effective welfare reform that 
promotes the basic values of work and responsibility. The 
Administration, therefore, strongly supports S. 1117, the 
Daschle-Breaux-Mikulski ,SUbstitute, which meets these objectiv?s. 

Over the past tWQ and a 'half years, the Presldent has been 
fighting for the basic principles of work and responsibility. 
Last year, the President proposed a sweeping welfare reform 
package that would: establish tough work requirements while 
providing child care fo~ working people; impose tough child 
support enforcement measures; require teen mothers to live at 
home, stay in school; and identify their child's father; increase 
State flexibility and accountability; and provide basic 
protections for children. His economic plan expanded the earned 
income tax credit t which rewarded work over welfare and cut taxes 
for l5 million working f.amilies. 

Last February, the presi'dent issued an Exec~tive Order to crack 
down on Federal employee's who OWe child support~ The 
Administration also has ~pprOVed welfare reform experiments in 32 
States and has pledged fast-track approval for other State 
demonstrations that pursue specified reform strategies. Such 
strategies include: (1)1 strenqthening work requirements backed 
with child care; (2) limiting recipients' duration on welfare and 
cutting off people who refUse to work; (3) making parents pay 
child support or go to work; (4) requiring mothers who are minors 
to live at home and staYi in school; and (5) using welfare and 
Food stamp benefits as subsidies for employers who hire welfare 
recipients~ The President has also directed that Federal 
regulations be changed to ensure that welfare recipients who 
refUse to work do not receive increased food stamp benefits to 
offset the decreases made in their welfare cheCKS. 
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The welfare reform debate has come a long way in certain key 
areas since this Congress first took up the issue. Not so long 
ago, some in Congress were promoting orphanages as the solution 
to out-of-wedlock teen births. Now, S. 1120 includes provisions 
from the President's proposal requiring mothers who are minors to 
live at home and stay in school. Earlier this year, some in 
Congress wanted to exclude child support enforcement from the 
welfare reform debate. :Now, there is bipartisan agreement on the 

• •toughest Chlld support enforcement proposal ever, and both the 
House-passed H.R. 4 and is. 1120 include the President's major 
child support enforcement provisions. In addition, S. 1120 
adopts the Administration's position that child protection 
programs for abused children must be protected and 'includes an 
important pr'ovision from the President' s welfare reform. plan 
requiring welfare recipi!ents to sign personal responsibility 
contracts as a condition of assistance. 

The key to successful wJlfare reform is moving people from 
welfare to work. S. 112'0, however, does not put work first. It 
does not provide the level of child care resources necessary to 
support the imposition of tough work requirements. Indeed, it 
repeals critical child care programs now serving 640,000 
children. It' does not p'rovide incentives for States to promote 
work. Instead, by allowing States to no longer contribute any of 
their own resources, the bill gives states an incentive to throw 
people off the welfare rolls rather than put them to work. It 
further undermines the goal of requiring work by shifting an 
enormous cost burden to 'States and localities and putting them at 
even greater risk during' an economic downturn. No safeguards are 
provided for children wnose families lose assistance through no 
fault of their own. More families may have to make do with less 
food on the table, if States opt for a Food Stamp block grant and 
then spend Food Stamp brock grant funds on other programs. 
Finally, House and Senat'e Republican plans cut low-income 
programs too deeply, compromising their ability to protect 
children and promote work. The Administration supports real 
reform that saves taxpayer dollars by promoting independence -
moving people off welfar:e rolls and into work -- not by simply 
sending the welfare problem to the States with more mandates and 
less money. I. ' 
The Administration's most significant concerns are discussed 
below. As the Administr'ation continues its review of S. 1120, it 
may identify other troub'Iesome issues and will work with Congress 
to address those concern's as well. 

I
Moving people from Welfare to Work 

I 
. I

Welfare reform will succeed only if its central goal is ~. 
Work has always been at 'the heart of the President's approach to 
welfare reform.. Work hals provided the foundation for the welfare 
reform waivers the Admin'istration has granted, including 
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, innovative welfare-to-work programs in Oregon, Iowa, and dozens 
of other states. If a welfare system is to provide work-based 
incentives for States and welfare recipients, adequate resources 
for child care, training, and work must be available. State 
bureaucracies have to be: rewarded for getting people into the 
workforce or preparing them to enter the workforce -- not for 
cutting.them from the rdlls. 

unlike'the Daschle-BreaJx-MikulSki sUbstitute (S. 1117), which 
the Administration stron'gly supports. the Republican leadership 
bill would not end welfa're as we know it by mOving people from 
welfare to work. To promote work, the bill should be changed to: 

• 	 Require states to m1aintain their stake in moving ~eQPle from 
welfare to work. S'. 1120 would neither require nor 
encourage States td contribute resources to welfare 'reform. 
Many States could ble expected to withdraw their own funds, 
cut benefits, purgel large numbers of current recipients from 
the rolls, and avoid the burden of helping people become 
self~sufficient. I~ sum, there is a real danger that States 
would "race to, the bottom" to save State dollars or to deter 
migrants from otheri States. 

• 	 Provide child care to move people from welfare to work and 
to keep people from l going 00 welfare in the first place. 
It makes no sense to deny child care to people trying to 
leave welfare and to working people who are trying to stay 
off welfare. By aggregating funding for cash benefits, 
child care, and employment assistance into one block grant 
and cutting it across-the-board, S. 1120 provides no 
guarantee that states will put any money into child care and 
work programs that move people off welfare. The 
Administration recommends that the bill be modified to: 
(1) fund employment I and child care for welfare recipients 
separately from cash benefits; and (2) ensure that people 
who can work, do so~ and have the child care when they do.

I 	 . 
• 	 Provide incentives that reward States for putting more 

people to work. notl for cutting them off. S. 1120 gives 
States an incentivelto save money by throwing people off the 
rolls. To change the culture of welfare, the bill should be 
modified to reward success instead of the status quo. The 
Administration supports a performance bonus that would focus 
the welfare bureaucracy and recipients on the central goal 
of moving from welfare to work. 

I 
• 	 Protect states and families in the event of economic 

downturn. so that welfare reform does not shift a huge 
burden onto State and local taxpayers. and states can afford 
to put people to work instead of putting poor families at 
risk. In contrast to current funding mechanisms, funding 
for temporary assistance to needy families under s. 1120 
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would not adjust adequately to cushion the impact of 
unemployment and economic stagnation~ states· in recession 
would encounter reduced revenues and increased caseloads. 
S. 1120 would provide a "rainy day" loan fund that would 
allow States to borrow additional money during economic 
downturns. In addition, extra fundinq would be available to< 

states projected tolhave high population growth that meet 
certain criteria. There is no guarantee, however, that the 
finite amount that such States receive will be adequate. 
And if there is population growth in a majority of states, 
each will get a diminished share of the fixed dollars. The 
Administration recommends that the bill be changed to adjust 
for shifts in economic condition and population.

I
TrAining Peqple f9[ the Future 

I 
The training provisions in s~ 1~20 include the consolidation of 
approximately 90 traininq programs. Given the need to build a 
comprehensive workforce development system to serve all Americans 
and the concerns expressed below, the Administration believes it 
is inappropriate to, cons~dQr these provisions in the context of 
welfare reform legislation. Of paramount concern is the bill's 
inSUfficient funding for !the consolidated programs. While the 
President's FV 1996 budget proposes to increase funding for 
training by $1 billion over FY 1995, S. 1120 would cut funding by 
15 percent. Not only is lithe plan's funding insufficient for the 
Nation's workforce needs ,as a whole, the consolidation of these 
programs means that billfons of dollars less will be available to 
help people stay off welf,are and to help others transition from 
welfare to work. i 
In addition, S. 1120 would not ensure proper accountability for 
$8 ~ 2 billion in Federal t'raining and vocational education funds. 
If the bill were adopted,j tha Federal Government could n:>t assure 
taxpayers that states were spending Federal funds to ach~eve the 
national goals of improving workers' skills, facilitating 
individuals' transition from school to work, and helping severely 
disadvantaged people- enter .. the education and work .ainstream. 

Unlike the President 1 s job training proposal, s. ~120 wQuld not 
require the use of skill grants for adult ~raining~ Thus, there 
would be no gUarantee that training resources would be put 
directly into the hands of dislocated workers and low-income 
adults, so that they could make informed training choices~ other 
concerns about S. 1120 inc1ude its: (1) failure to tarqet / 
resources on those most in need; (2) devolution of the successful 
Job Corps program to the States; (J) elimination of the Summer 
Jobs, Trade Adjustment Assistance (TAA and NAFTA-TAA) training, 
Employment Service, and Senior Community Service Employment 
programs; (4) failure to assure permanent local workforce 
development boards with authority for local decision-making; 
(5) failure to provide a national reserve to aid victims of mass' 
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layoffs and national disasters and for other purposes; and 
(6) creation of a c9mpl~x new bureaucracy under the direction of 
a part-time board w~th ~nc&rtain accountability as the Federal 
governance structure. : 

In addition, the Adbini~tration supports the deletion of the 
provision in S. 1120 that modifies Davis-Bacon labor standards 
protections~ Overall, Davis-Bacon reform is the appropriate 
avenue for addressinq what changes should be made to Davis-Bacon 
requirements. ' 

proteotinq Children 

Reduced spending for low-income programs is possible while still 
protecting the mQstlvulnerable~ The Administration has proposed
$38 billion in carefully, tailored cuts for certain welfare 
programs over seven~years; however, the magnitude of the cUts 
assumed in the congressional budget resolution -- approximately 
$110 billion over seven 'years -- compromises the ability of these 
programs to protectIchi.t;dren and promote work. This is 
exacerbated by the absence of maintenance-of-effort requirements 
on the states. It is not realistic to expect the states to 
compensate for the reduced Federal spending from their own 
revenues. Many will ultimately pass on the drastic cuts to 
children and families, who will endure future cuts or even losses 
in benefit eligibility. f The proposal also eliminates benefits 
for approximately four million children even if their parents 
have done everything. po~sible to find work. 

i i 
The Administration ~upp';rts the retention of Supplemental 
Security Income (SSI) ca'sh benefits for eligible children 
provided by s~ 1120t T~e plan, however, would apparently deny 
SSI benefits to.more than 370,000 disabled children over the next 
five years. In addition, the bill would establish a mandatory 
five-year cut off o~ Temporary Assistance for Needy Families 
without regard to their pircumstances. The bill would not 
provide any protection for children when their parents are unable 
to work due to illn~ssl :disability, the need to care for a 
disabled child, or highloca1 unemployment. The Administration 
believes that such provfsions are unduly harsh. 

I I
2rgsgrying the BAalth an4 NUtrition of A4ults and Chi14ren 

I I
The Administration is pleased that S. 1120 includes a number of 
provisions proposedlby the Oepartment of Agriculture to combat 
Food Stamp fraud. The Administration, however, opposes the 
Republican leadersh~p pl'an to include an optional Food Stamp 
block grant. providing ;the option of a Food Stamp block grant in 
its current form jeopard.izes getting food to people who need it~ 
It would sever the link between Food stamps and nutrition; 
eliminate the program's 'eoonomic responsiveness; end national 

"eligibility and benefit ~tandards; and ultimately divert support 
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away from, food. The bill requires only 7S percent of the block 
grant funds to go to foOd assistance I a provision that could 
divert $23 billion worth of food from children and families over 
the next five years!.. Furthermore, any state that exercises the 
block grant option ~illisee its food assistance decline 
d.ramatically in the: evel'.lt of recession or population qrowth_ The 
block grant option ,would, threaten the national nutritional 
framework that has successfully narrowed the gap between the 
diets of low-incomei andiother families. 

The Administration lis c~ncerned about the severity of the cuts to 
the Food Stamp prog'ram in s~ 1120. The Administration supports 
requiring Food Stamp recipients without children to go to work or 
train for work in return for their ·assistance. S. 1120 does not 
provide states wit~ thelresources to accomplish this goal.
Rather than promoting work, the plan simply cuts a hole in the 
nutrition safety net. I 

. i I . . i 
Proyi~iona Affegt ng Non-CAt ~ens 

I I 
S. 1120 should support fair treatment for legal immigrants. The 
Administration supportsjtightening sponsorship and eligibility 
rules for non-citizens and requirinq sponsors of legal immigrants 
to bear greater responsibility for those whom they encourage to 
enter the United States I. The Administration, however, stronqly 
opposes the Republican leadership bill/s unilateral application 
of new eligibility iand Cleeming provisions to current recipients, 
including the disabled who are exempted under current law~ 
(~Deeming" is the requirement that sponsors' income be counted 
when determining immigrants' eligibility for benefits.) The 
Administration also is deeply concerned about the bill's 
application of deeming provisions to Medicaid and other programs 
where deeming would adversely affect public health and welfare_ 

I· .
Dasgble-BrO'U3-KikUlski~. Reform proposAl -- Real welfare Reform 

The senate has theicharice to enact real bi-partisan welfare 
reform. The Administration strongly supports s. 1~17, the 
welfare reform proposal! offered by Senators Oaschle, Breaux, and 
Mikulski. Insteadlof maintaining the current welfare system -
which undermines our basic values of work, responsibility, and 
family -- this plan sends people to work so they can earn a 
paycheck. not a welfara check. Unlike s~ 1120 and the House
passed H.R. 4, this proposal provides the child care for those 
transitioning from'wel~are to work and for those tryin~ to avoid 
welfare in the first place. It holds State bureaucrac~es 
accountable 'for real results l and rewards them for putting people 
to work, not just removing people from the welfare rolls. It 
saves money by mov~nq people to work 1 not by expecting the ~tates 
to handle more problems with less money. It allows these 
programs to respon~ automatically to recessions, population 
growth, inflation I; and other demographic changes. The 

http:evel'.lt
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Administration urge~ Congress to agree on a bipartisan bill that 
addresses these criticaV elements of real welfare reform. 

Pay-As-You-Go aQOri~g I 
• i 

S~ 1120 would affect dir~ct spending and receipts; therefore, it 
is sUbject to the p~y-aa;"you-go requirement of the omnibus Budget
Reconciliation Act of 1990. The Office of Management and 
Budget's scoring estimate is currently under development. 

* •••• * *' 
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t THE WHITE HOUSE 

WASHINGTON 

AprilS, 1999 

MEMORANDUM FOR THE PRESIDENT 

I 
FROM: Bruce Reed 

SUBJECT: secretL Shal.la's Report Qn Welfare RefQlUl 

Following your receni convJrsation with Secretary ShaJala about welfare reform, she has 
provided tbe: attached summaDr of the impacts and implementation of reform. This report pulls 
together evidence from manY, of studies we have described before, providing a helpful ' 

I 	 I
comprehensive summary. The report urges you to make your FY 2000 budget and other 
proposals to help low incomJ working families a high priority. Her key points include: 

I
I 

Research Evidence" : 
• 	 Employment: There is solid. consistent evidence -- both from evaluations of state welfare 

reform demonstratiorls and national data -- that welfare reform has led to increased ' 
emploYfoent and earriings [tir weif.ue recipients. State studies show employment 
increases between 7 Jnd 29 percent, and earnings increases of16 to 27 percent. The 
employment rate o[~revious-year AFDC adult recipients increased from 19 percent in 
1992 to 25 percent in 1996, land jumped to 32 percent in 1997. . 	 I . . 

• 	 Family income: Whln earnings are combined with the EITC and other ben~fits> families, 
who go to work should have more incomc than if they remain on welfare. For example. 
in the average state, ~ wombn with two children would be better off working 20 hours a 
week than she would' be on ~welfare. At the same time, there is some early evidence that 
some of the most dis~vantaged families may be losing income. 

• 	 Child outcomes: Thlre are ho e~ly indications that rates of foster care or child abuse 
have increased as a r'esult of welfare reform. For example. a recent study from Wisconsin 
found 5 percent of frinner ~etfare recipients (19 families) had a child live with someone 
else because they cohldn't bare for them after leaving welfare. hut almost as mOllY 
respondents (16) s.i~ this ~ad happened tQ them before they lell welfare. Maryland 
found that only 3 children (an in one family) had heen placed in foster care out of a 
sample of 1,810 children in families who had left welfare,

I 	 ! 
, 	 Food Stamps and Medicaid: As you know, enrollment in Food Stamps and f',t1cdicaid has 

fallen recently for a:varictx of reasons, The memo reviews the possihle explanations but 
does not have dcfini,tive ex1planations for these trends. We continue to work closely with 
HHS and USDA to better understand the faclOrs contributing to these trends and to ensure 
dmt the federal and ~tate agencies are doing everything possible to make sure those who 
arc eligible for thcs~ benc~ts continue to receive them. 
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• Legal immigrants: The memo underscores the importance ofour current budget 
initiatives to restore benefit~ to vulnerable legal immigrants, 

State policy choices 
• 	 Across the country, there has been a strong and pervasive shift towards encouraging, 

requiring, and supporting w~rk. Most states require parents to engage in some form of 
work sooner than thel 24 mo'nth federal requirement ~- 23 states require immediate 
participation in work!~~ but they have flexibility 10 define what counts as work for this . 
purpose. The memo 'jndica~~s that Pennsylvania is the only state that treats this work 
requirement as a stridt time limit that could lead to tenninating families from assistance. 

. ··fi 	 . f . . I·· d d· . Th·I.. 	I• 	 There IS sIgm lcant VarIatiOn 10 state use 0 sanctIOns. hme 1mllS, an IVerSl<m. Irty 

eight states tennjnat~ assist~ce for families not cooperating with work requirements, 	 , 
(typically cutting off,benefits after several infractions. and restoring benefits to those who 
subsequenny comply), whil~ the remainder reduce benefits. Eight states have chosen a 
lifetime time Hmit shorter ilian five years, while five states plan to use state funds to 
extend benefits beyo~d the federal five year time limit and another five plan to impose 
time limits On adults ~nly. [t is too early to detennine the impact of time limits since only 
a small fraction of retipients have reached them, Many states are e'xperimenting with a 
variety of strategies t6 dive~ families from receiving cash assista.~ce by providing lump 
sum emergency pa~ents ,*d other supports and requiring an applicant to search for f! 
job before receiving ~ssistar:ce, 

" 	 States are in varying 'stages ofdesigning strategies for and making investments in helping 
long-tenn recipients tucvc from welfare to work and succeed on the job. The challenge is 
to convince states to invest hnspent TANF funds on these adults. 

The Unfinished Agenda 
To make work pay and ensure the long~tenn success of welfare reform, Secretary ShaInla 

, 	 I 
encourages you to focus on three issues: 

" 	 Help low income faJmes Jtain their jobs and find better ones by: enacting your 
initiatives to expand thild eke. raise the minimum wage, and maximize access to 
Medicaid and CHIP; ,Imaking Food Stamps more accessible for working fammes; and 
through the TANF ruJe, encouraging states to help working families with transportation, 
child care and other ~upport~. 

• 	 Invest in all families,l including the hard-to-serve by: reauthorizing DOL's Welfarc-to
Work program, eneohraging states to invest TANF funds in hard-to-serve populations as 
well as non-custodial fatherS, and resisting efforts to cut the TANF block grant. 

• 	 Treat legal immigranls fairl1 by enacting OUt new proposals to restore addHional 
disability, health and nutritional benefits and by releasing guidance on public charge. 

I.. 



THE: WHITE HOUSE: 

WASHINGTON 

October21, 1998 

/
MEMORANDUM FOR THE PRESIDENT 

FROM: 	 Bruce Reed 
Andrea Kane~ 

SUBJECT 	 Minority Welfare Caseloads ,, 	 . 

You asked us to eva~uate r~cent reports that Afiican..American and Hispanic families are 
leaving welfare more slowlyithan whites. and to consider what more we could do to ensure all 
welfare recipients are making the s~ccessful transition from welfare to work. Here is a brief 
summary of the trends, along with ~ome new ideas we are developing for consideration in your 
FY 2000 budget. ': 

,,I. ellS.load Trends , 

We have worked cl~sely with NEC, CEA, OMB, HHS, and the Census Bureau to 
examine the most recent weifar • ."Iseload data (generally through 1997). As detailed in the 
attached tables, the data sho\.: I 
1. 	 Most of the Cbange.stn.thf'l welfare ease]ood can be attributed to cbanges jn the 

composition of tbe PQPulation as a wOOl. llj)ecilicall~ pQPulatjon growth explains neatiy 
two~tbirds afthe difference in caselQad decline between Hirumnics and whites and nearly 
hIIl(tbe difference botween'blacks and whit~i 

j 

Since 1994, the numher of.welmre cases has indeed dropped more among whites (26 
percent) than among blacks (18 percent) and Hispanics (9 percent), However, when population 
growth is taken into account, the difference narrows dramatically, The ra/e of welfare 
dependeu({)' has dropped sbArply COr aD pQJlulations b.y 26 Percent amoog whiles, 21 percent 
among blacks. and 2Q percent arnolns Hispanics. 1n other words, minorities are leaving or staying 
off welfare a~ nearly the sau?e rate ~s whites, but make up a 'growing share of the wel(are 
population because they make up a growing share of the population as a whole. [See Table L] 

2,' 	 Ibe difference in caLload 1ecline is even narrower among adults. Since 1994. the adult 
rate of welfare depehdeow has declined by 30% among, whites. 26% among blacks. and 
24% among Hispani~. I 	 . 
Child-only cases - iruth ~e decreaSing more slowly because they are not significantly 

affected by welfare reform efforts to move recipients from welfare to work ~- are 
disproportionately minority! The thlid..anly caseload includes citizen children born to illegal 
immigrants, children whose!parentls receive SS1, and children living with relatives who.are not on 
welfare. [See Table 2.J 



2 

, 
The composition of the welfare caseload has changed gradually over time,largely driven 

by population changes, The 6ompo,ition of the adult caseload has not changed significantly since 
1994; the most recent nationkl data: shows it is now 37 percent while, 37 percent black, and 21 
percent Hispanic. [See Table 3,] 

,,, 

3. 	 There jlen~uragins' evidence tbat the employment rates o(minority welfare recipjtnts ftW 
catching up with the employment rate for whites, Between 1996 and 1998, the percentage 
of all prior year welf~re recipients who were employed in the next y~ jncreased by 280/1). 
The increase was highest for Hispanics (49%), followed by blacks (44%) and whites (5%). 
[See Table 4.] .1 

4. 	 Recent trends jn marriage aDd teen i1le,siJiroacy rates could exacerbate the increasing 
. proportion QfHisparuc families on welfare" While the proportion of never-married single 

mothers is increasingl for the entire population, the rate ofincrease is largest for Hispanic 
women. Also, the birth rate to unmarried teenagers is increasing for Hispanics while 
declining for whites ~nd blabks. [See Table 5.] 

5. 	 ;0 keep raciaJ diSDJties Jm emerging as a problem down the road. we shQuld do aU we 
can to break tbe cyde for lOng-term re&ipiglllS, who ar.e diwpppoiQUllI1l!y minority. 
Minorities are more likely than whites to be on welfare in the first place j and more likely to 
end up as long-term tccipiefIts once they go on the rolls, Blacks and Hispanics on welfare 
tend to have lower eaucatidnallevels, marriage rates l and larger families than whites, and 
are more than twice as likely to live in central cities and areas of concentrated poverty. 
Hispanics also have I~ss recent work rustory than wrutes or b1acks. [See Table 6.] 

I 
II. What W. Can Do 

We will continue to 1(1onitof caseload trends and keep you informed. While initial press 
reports may have overstated djspa~ties so far, these data underscore the importance of focusing 
our efforts on the hardest c~s, which are disproportionately minority, Many of our existing. 	 , 
welfare-to-work initiatives already target this population, but we also are developing some new 
proposals for your considenttlon Inl next year's budget. 

. . I I 
A. Current Initiatives 

As you know~ you hive put forward many initiatives to help the har~est-to-serv~ wel~are 
reCipients and those lhting i~ conc~trated areas of poverty.' Many of these initiatives were 
implemented in 1998~ too late to influence 1994-1997 trends outlined above. 

Ii·, 	 , 

• 	 The $3 RimPn Welfare-to-Work Fund you fought for in the Balanced Budget Act 
is designed specifically to help long-term welfare recipients (and non-custodial , 
parents) in high-poverty areas obtain jobs and move up a career ladder. While it is 
too early to have dcimographic data on the individuals served by these funds, the 
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distrihution formula and individual eligibility criteria ensure that most of these 
funds will be Ispent 6n minorities. The first oft~ese funds: were awarded in January 
199& and are1just now starting to provide individual services. 

• 	 Welfare to Work TOlDsportalioD Funds enacted in the TEA,21 transportation 
reauthorization bill win help welfare recipients and low~income workers get to 
where the jobs are, bften in suburban areas not served by public transportation. 
The omnibUslbUdgei bill includes $75 million for this year, , 	 ,I ' 

• 	 Welfare-tQ-Work Housing Vouchers we've proposed will help families in isolated 
'urban or rural areas 'move closer to job opportunities. Congress has funded our , 	 , 
request for 50,000 vouchers, 

C ,J I 	 Th "c 'J'" u "• ommumlympQwermentmttamlCs. e I"Wtnlrnstratton S ommuruty 
Empowenn~t initi~tives - empowerment zones, enterprise communities, 
Brownfields. tOFIs' ~- will spur economic development and job creation in 
distressed neighborhoods and help address the geographic isolation faced by 
minorities on'welfare. . 

B. New Initiatives 

In preparation for next yearjs budget, we are developing a number of options to address 
the particular challenges faced by minorities in making the transition ITom welfare to work: 

• 	 Increasing IJeStm~ts in Englj'strLanguage and Literacy Training. We hope to 
recommend targeted new investments in two areas that directly affect minority and 
long-term rec~pients; learning English and learning to read, This could be done by 
expanding existing "l'?epartment of Education adult education programs, or better 
yet, by dedic~ting Welfare-te-Work funds for job-related literacy and ESL 
programs, pr~vided ~ither in the workplace or by community organizations 
preparing indi'vidualS for employment. 

I 	 i 
• 	 Expanding Work-Related Drug Treatment. Since many of those remalning on 

welfare sufferifrom qrug or alcohol dependencies., we are exploring ways.to 
provide drug treatment for those who agree to go to work. 

I . 	I 
• 	 TarBet;n!! Welfare-tn-Work funds to tbe Toughest Areas, While the current 

Welfare·to~Work formula favors high~poverty areas, we are going to examine 
whether the funds ~uld be even more targeted. 

• 	 lncreaaiog JrlI aJ Ch;ld Support Among Noncustodial Fatbers, We may be 
able to attractl bipartisan support for an effort to heip states increase the 
employment ~d child support payments ofnoncustodial parents, 

I 



,Mino~ty CaselQads Analysis and Iables 
, 

Table I: l'QPUlation-AdjusJd Chabge in Rate of Welfare Dep.nd~DC)'
I I ' ' 

Since 1994, the number of yvelfare cases has dropped more among whites (26 percent) 
than among blacks (18 percdnt) and Hispanics (9 percent). However, when population growth is 
taken into account, the diff~ence narrows dramatically. The rate of welfare dependency has 
dropped sharply for all populations;-- by 26 percent among whites. 21 percent among blacks, and 
20 percent among Hispanics I Specifically. popUlation growth explains nesrly two-thirds ofthe 
difference in easelaad decline bet~en Hispanics and whites and nearly half the difference 
between blacks and whites. I I 
Table I Chan~e ITom 1994 to 1997* 

I I 
Number of Welfare PopulationRacelEthnicity Rate of Wet rare 
Cases 

I 
i Aged 15-49 Dependency (caseload 

adjusted for population) I 
. I I, ,

White -0.1% -26%-26% i , 
, 

-18% 4.4% ..21%Black I I 


Hispanic 
 -9% 13.0% -20%I I 
., NahUM! data is only avanab!e,~ugh June 1997. We do not yet have more recent data, or state-specific duta, that 

we eons:ider accumtc, In July, The New york Times reported more recent data provided by some stuws, but HHS 
believes tlult datu, particularly for New YariC and California, may contain significant reponins errors duc to states 
:mplcrnentu1ion of the new TANF dUtn reporting system. The trends in popu1ution nged 15-49 are used here because 
this is the popullltion group most likely to ~ a welfnre head of household. whose racelcthniclty would be counted when 
tallying the ense demographics. 1 ! 

Table 2: &lpulatiOD-Adiusted Adult Rate ofDedine 

The difference in case~oad dlc1ine among groups is even narrower for adults, ChUd-on)y 
cases are decreasing more s1o~ly thAn the overall welfare caseload and are disproportionately 
minority; in fact, between 1994 and 1997 they increased (though they declined slightly between 
1996 and 1997}. Child-only d.ses are those in which the parent or adult is not part of the case, 
(e,g" adult is not a citizen but the cl~ld is; child is being cared for by a relative who is not part of 
the case; parent receives SSI father than welfare). Therefore. child-only cases are not significantly 
affected by welfare to work efforts. IAfter adjusting fur population growth, the rate ofwelfare 
dependency for adults (percent of 1~-49 year old population on welfare} nas declined 30";' among 
whites. 26% among blacks, Md 24% among Hispanics. 

I 



Table 2: Population-Adiusted Rate of Decline in Adult Welfare Dependency: 1994 - 1997' 

I Rate ofdecline for i Population-Rate of Rate ofdecliri. I,, increase for adult-neaded cases : adjusttd rate offor all cases 
: welfare i chlld-only,, ,i dependency for: cases ,, ,,, adult cases: ,i , 

- 30'>;' -30%White -26% 7% 

I -23% -26%Black - IS% 

I 1;;, - 15% - 24u/oHispanic - 9'/0 
.'1'1a11ooal dnta IS only 8Vlnlable through June 1997. I , I 

Table 3: Racial Breakdown 1Adult Cases 
I I 

The composltion of tHe welf~re caseload have changed gradually over the past 25 years, 
driven largely by population qhangeS. Despite differing rates ofeaseload decline since 1994, the 
composition of the adult welfare caseload has remained relativeJy constant. ' 

I • 
Table 3' Racial Breakdown ofAdult Cases 

I 
RacelEthnicity 19~4 I 1997' 

, 
IWhite 40% 37% 

, 

I IBlack 36% 37% ,, 

I IHispanic 19% 21%, ., -Nllans, Natlve Amencans, nnd those de!ngnaled Unk.'lCwn compnse the rest of the caseload. 
·National data is oruy available throUgh June \997. ' 

Table 4: EmplQ)(Jllent Rate Q~weJfL Recipients 

There is encouraging LidenJe that the employment rates of minority welfare recipients 
(people on we1fare in one year who -ivere working the fonowing year) are catching up with the 
employment rate for whltes. I 1 

, , , 


. 
 fW If: R ..Table 4 EmPloyment Rate 0 e are eClDlents: 1996-98 

, 

Percent Change 96-98RacelEthnicity 199~ I' , 1998 
,I 

I +5%36% 38%White 
, ,,

33% +44'l/u23% IBlack 
, 

+49°/u29%Hispanic 19% I 
34% +28%: 27% IA1l Recipients 

,: .,,, 
, 
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Table 5- Trends in Marriage Rates and Bjrths 

I 
The trends in marriage fates and births to' unmarried women could exacerbate the 

increasing proportion ofHispanic f~mes on welfare. While the proportion ofnever*married 
single mothers is increasing for the entire population, the rate of increase is largest for Hispanic, 
women. Also, the birth rate to un.Jtt8.rried teenagers remains much higher for blacks and Hispanics 
than for whites. While the rate is decreasing for blacks and slightly for whltes, it continues to 
increase for Hispanics.. For enmplJ, between 1991 and 1996, tbe rate ofbirths to unmarried 
teenagers decreased 18% forlblaCksjand 4% for whites, but increased 3% for Hispanics. 

, ,, 

I 1992 , 1997 % ChangeI 
+17%,30% 35%% of all single motherS whoiwere riever 

married ! " 

: Never~married single mothefs by r~cetethnicity: 
I +24()/uWhite I , 17% 21% 

,51% 55% +8o/bBlack I I.._-

Hispanic 1 , I 33% 42% +27% 

I 
Table 6 Characteristics of Minorities on the Caseload 

Minorities on welfare lre mdre likely to have characteristics associated with long-tenn 
welfare recipjency. Blacks a~d Hisp~nlcs on welfare tend to have 10wer educational levels, 
marriage rates, and 'arger families th'an whites. and are more than twice as likely to Jive in central 
cities and areas of concentrat~ pov~rty. Hispanics also have less recent work history than whites 
or blacks, I I 
Table 6, C )aractenstlcs 0 f AFDerrANF Recipients by RacelEthnicity' 

! WHITE BLACK HlSPANlCTOTAL I 
30"10 i 43% 64%% without HS diploma 4~% 1 

; %'never married 43%69"10 

> 2 children, 33% ; 39% 

48% 33%i Worked during the year , 
, I ,,58%i Live in area wi poverty 148% 

, 
,rate> 200/0 , I 

68% 60"1.Live in central city' ! 4~% I 29"/. 

, , 
4~% i 33% 

, 
I29"/, 20%, 

, 
45,% , 49% 

, , 

! 29"1. .67% , , 

, ,
"'These datu are from the March 1998 Cu..>rent Population Survev, showmg chnrftctensllcs of reClplcn!s tn 1997. 

Minorities are more li~elY to ~ long-tonn W~lf.re recipients. For ex~mple, in 1997, 20 
percent ofblacks on welfare had been on the rolls for at least five continuous years, compared to 
19 percent for Hispanics and ,4 perci:::nt for whites. 

, ' , 

i 
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THE WHITE HOUSE 

WASH~NGTON 

February 5, 1998 ' 

MEMORANDUM FOR THE PRESIDENT 

I . I 
FROM: BRUCE REED 

I 	 I 
SUBJECT: SECRETARY SHALALA'S REPORT ON WELFARE REFORM 

I
I 

· 
I 	

' 
The attached memo from SeCretary Shalala provides a good update on welfare reform. 

. I, d'r,1 	 ' 
Among the most mterestmg 10 1Ogs:

: 	 , 
. 

• 	 The stunning ~ase1oad drop continues -- 2.4'million in the first 13 months of the 
now law. Twerity onb states have dropped by 25 percent or more in that time, 

• 	 There has heel no "'rAce to the bottom'~ _¥ states are spending more per recipient 
than in 1994, All states are meeting the maintenance of effort requirement we , 	 ' 
fought for in the welfare law, and 20 states are exceeding it. 

I.l• 	 Many more reCIpients arc now wor k'mg. State eva uatlons I' show a SUb'stantmI . 
increase in thelshare bfpeopie who 'leave welfare for work (from 45-50 percent 

I 	 •under AFDC to up 10,60 percent now), even as record numbers leave the rolls. 

• There is little lviden~e of hardship among those who are sanctioned for not 
meeting progrJun rul~s. Only nine states have adopted lifetime limits of less than 

fi.ve years, I 
• 	 Forty states have enacted policies to make work pay, generally by increasing 

earnings disregards so families can keep their welfare subsidy while earning more. 
:; r i 	 , 

About a halfdozen states (CA, NY, MD, OH, FL, CO, NC) are devolVing key 
decisions to t~e coun'ties. . 

Something not mentiJned Jthe memo, but discove~ed from the new state financial data, 
is that seventeen states have treatedlstate~only welfare programs to which TANF work 
requirements and time limits 'don't dpply. ' 
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JAN 27 1998 

(H£SUItE1AFlYOr Ht... 1..TH AkO Hu~M :!KA .... Cf!S ", . 	 I! ..~."o.~ -,eJ 
MEMORANDUM 'FOR THE l'lUlS!DENT , 

!he pmpoSC o{this J..." is/'" outline ~ infurrnaliou .., have s. ~~ the impactS of 
changeo in welfare progmns: The~. iBllIlll quite prelimirUl!)'. but """'"oonclusioos 
are emerging. i1lese mcfuxl.l: I ' , 

I 

Q 	 Th< toUJ -lbcrQr l~ ""iJ>jOlnS has faIleD below 10 D>HliM (or tho first 
time sine< Hi'll. d.moad. ~'" lilllen by =.~ 30 p<tcent""'" their p..x 

:~~' I,. I 	 _;~. ~,~_
><_.. • 	 ,.
Q 	 ~"'-~J marc rec:ipialtS are IW-W wor-. ~ lUI; propcrtiOll 'WI L\nUKlI" .r0C1p1ents l\t 

worl<afbIr h1avin& Wem.re _!<> be ~~ than in the pnst.

L.;n..l, '" . Ipi .' ..... L ••L".Q 	 States are m~~ !>enG-US euorts to move ree ems mlo WVl ..... VVUl "'1 
man4.ring mlkpri,_ and ~ooing lhose ..'hI> do not comply, an4 by 
ine"''''ing Ute bcodfi" of worl:ln:: lbtoU/jh '!"'pI", andhigher <OI:11ings disregaM 
..,d an-goitig"- such as child """,. , 

o 	 As We ,auld with ~DC ..'ai_Slates an: IIdop!lIlg eommon appmaches but 
with lllll!l)I;Varlatiru... in specific.'i, Sevcrallarge Smes are dev<>\ving k.")' polley 
deciMllS to 1hI: ~un1y level. ' 

I 	 I 
Q 	 There n.. been o. "=0 '" the botrom" in Slate W1'IM beneftlo; Stat...", 

spending inOT. !l<t1<cip"",'man in 1994."'"""s orA.'(!l and rela!cd programs, and 
State ll1llXiJmuu li<>lefit levels are generally ""clwlged. 

/ 	 /.' 
Q 	 So Iitr thefe i.littl< evidence of"""""", hardsblp ''''''''11 _ who leave ",.ltar. 

as a result <If...J:tloo.. aIlhough w>ny 40 '''~ fmrIy Im&e declines in 
i.acmne. 10:wml~ bowt'Yer, halfor more.<>ffatmer 1'!iCipients appear to ~e 
their inco!ll£S _leaving ..'clfm. , 

, 	 ' 
o 	 liven ~ rcdJ.:eflts l1lOve to worl:: i\:)d improve thcir wcomei. th~)' are still 

likely to have toto! ineorae~ below the po'V~rtjt llire. 

'Ibis memo lOO~ first Lwhil1'!h.y States Me domg. in term.$ Ofbo~ ~tng choices tmrl 
broader policy dK\iccs./ It. ~t\I.mI to impaeb: on rcciple.t1ts::, RUCUIDg both n:sult5 f;ronI 
evalua.tions ()f state ~ver$ nmilar ~u c.un~l':n Stm! polleies 9(M1 the very early re:;ults funn State 
SUI:\"L)'S ofte(;;lpimts and fOrtntt t:teipients. FinallY, the implicatiotL'; ofthese findings fNC 

FedenUllnd State policY choiCes:l1"C briefly di5C'l.t$SM., 

I 	 i 



, 

:!Wo It!::;popp tg Welllm: !lhfmro 
I 

Welfare .....loads hIM: doclWed drsmaiicaJi)' _their peak nt 14.4 million ,..;pieD" 
in March 1994. Ovcr.u, the ,",,,,Dei ofpeopIe!1:Ceivillg aid had doci.ilJed hy mo,",!han 30 
percent 10 9.8 mill101lt«:ipiehts hy SopII:nnb<!t 1997 (m.l1lO8t _ m<>:mhly report aV!!lJablo). 
This do<:line has coOlim"'" at "" ...., """" rapid """" since 11>• ....-..., ofwclfure reform in • 
August 1996. In Ibo mstyc8r ofweUitn: "'""'" alb"", o!most ZlIIilJ.I.on re<:ipients left the rolls. 
As Chart J <_lotwws!tha<:<kclines"", """""""""" almost all of the SlateS.I ' 	 .

~"Ji in _~.;.~c!IiDl'lllmlm!- TIt"", bas been no ""race 10 the 
Iicttom" ill State vrelfme spendiog. IBe<auso the;>:.,.. ,",w re-=ipillnlo. total Sla...pending 
..,welliarep"'s...n.Iw~';"". 1994. On.v_~. S_"""l"'ndI!!g 
~more per..ap;.m then !hoy did in 1994-<eport.ed State spending OIl weI1iu. an4 
mated programs is .bout 18 ~betnw the level .".,. in 1994, wbile eaSel"""" have decliued 
hy """" th:m 30:p<lC:enl. This ~ spending bas notail'edlX! dire<:! payments to n>ejpienlS. 
wl!icl! n:ma.in 'I'Cf)' close tni<he levO!s """ in both 1994 an4 1990 (about $370 F fAmily po!' 

month <m average.) In all four StJt.. have ~ onn:<il!lum bonell! I"",,", .io<:e the 
e_of'fAN•• while'fi.. S!ltt.s have _ maximum btrno6ts for at least some 

categmics ofNCipionls. II . .. . 
SIl!/<$ "'" n:p<lfIlDg lllat thCy are "'''''ilil& their Main,,,,,,,,,oo of Effort (MOE) 

requir_ under ~ ror""". TItq ate required tg spend &0 _ •.ofprevious (gcncmlly 
1994) """'"" or 7S percent if!l!r.y: ""'" the mJnimum pmlcip$tlon requirementB, and 20 Stau:. 
",poil ~ins that goalj SQme hy OQnSidornbtc '",,'"'''' (_ Chart 2). Further. reported 
spcmiing may understate cid.ual ~UD.ts spent. $~ there ate llD inct.:ntives for States wt'eport 
odditionaJ sponding once their MOE requirem"'l!z have been mot. There is little in ~_ data \0 

sugg.., dee!l!les In .pending l....eb-...'her. Sta"" _ to be WLlng at loa", """'. ofmeir own 
tnOftey to provide setVice~ :surl\ ~ clUld care and job ttaining: and p1acement 3Ni to inerease work 
incentives. i I 

Cl:tan1lWi SW!I pklil'i~IA IOoWl on work i•• major theme in s_welfare policies, 

.although there is aowdefahle ~ation in plan specific:; and in ttDplemeqtarlon ~~taIcS. 

The foll~ key poio" """"ge ftrun on overview ofState policies: ; 


'10 .1. I .•••.. .v . ~ml~Q1l~goP*"'!SSuwng'W$Ww 
I 	 I . 	 , . 

o 	 40 Sa.... have ""~ poliei"" to make work pay. genemlly hy i,,,,,,.sing lhI: 
amount tireami.lg, dislegatlkd in colculating weltl!re ben.fils. (5.. Cb>rt 3.J 
Connodi",,~ [oS ...mp!e. M'" dislcgards oil eomios' up.to the poverty 1"",,1. 
Most Sta'tea ~".~ ~ simplified thetretUmenl()r~ compared to the AFDC 
trcatmtnt-, with the resull!.bat recipi.c;nis oon.ee more c1e:l!ly how oven It. low
wage jo6 will nlakt 'them better off. 

, 	 ' 

http:1994-<eport.ed
http:lIIilJ.I.on
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, 

o 	 44 Stole. ooJ",;"ooltbe level of ,!!'m",:"" and/or !he ma:ximulll wi"" of. 
vehicle aI.lowOd to wOl£axe recipient:;. (Sec CIm« 4.) This will make it eas.ler for 
reclpi= II> g.. to";";' lI!ld (0 """"",olI"" savioBs that m4;bt lea<! 10 self

~·I. I 
o 	 Almost all of!l>l: _ .. hlne m",...J to 'Wade Fim" models in their welllu<: 

_ reipnru,g l.clplms to """'" quiokly in!<> .VlIiIlblejobs. Virtually 
rtV<:rj SllIle lias insniutod ·"",ial_ts"or o!her pe!'OOllJIImpoosibiHty_DIs ;i, wbieh recipieulSc<munit \1) spedlie sreps """"" self-®fficteooy. 
States are ~'lbete<0_. ~ people who fail to sign or U,,,, up 
totbeir~.I' 	 

I 	 ~. . 
2. &row vi.Q!!mee'u..w:. ki cboi!i!"l.hout "'!!!Imli<>ljli fur Il!Ilm!!! ofV!:!Y YIlimS 
eh\I.<!!!m ... beiug ~by th< $13.... . . 

o 	 24 ioriSwl", bat eIecW to = for, provk\< appropria1J:: .e~ and waive 
req~wbetO noedtod to ""'''''' the SIlfety ofvicfum ofdalne>tic violer:rce 
through Il!O FOlUilyVi.l.... Option (See Chart S.) A<lditiotu.I S_.m"IUdiIlg 
Califo~I~~ ill i.clplem.cnt this optinn in ttl!.'! coniitlg montiul, 

, 	 ' 

o 	 "" indi~ ill dart G. lM" S..... lui..~.o II> 0l«lIIIj1t pam>ls ofWilmts 
IlllIier 0,", year ofag<: from _ requi.rem-. 1& Sts... Mve <b"",. >ho_ 
""""'phoni; (the liiw ailoW1l S",,,,,, to >:equlrc: pan;n1S wi,. children "vcr 12_ 

t.work.) I I 
, 	 , 

3. §!ll!& gglici.. flliWdjng ti!M limits "'" _ 2nd compl"". 
" . , 	 ' 

o 	 Chan 1 ~ r1Uu eleven S!a1eS havecb.osm "ittteJ:~" timo limits that limit 
the totol .irouth. ofn:cipir:ncy ailowed witbiJlalonger tim" perlo<! (for =ple. 
Vl!gInia 1lmi13 TANF -iJrt to 24 ...oillB in lIllY 60 month peri...). Nil:!e s_ 
have choSen lifetime liwilJl Qflcss than five yetJn. Both ofthese types of tinte 
Umits often Il110w ~or.~ or eXeQlptions. ';,1 States: h8,~ clw6en tDc Fedetal 
limit <.>i Go monihs. Four S1m.s have: <bo_ other options involving """p\""'''''''', 	 ' 
from State wei."" psogrnlll' 10, those ",,,,lUng tb. F.de<al time limits. . 	 , 

o 	 EvaJ:uati~ tmr1 ~y data fiOO thaI recipients am oftet'll.UlCleat about tM 
.pecijid oftirn;.l_ (sod otb.,. ref't>nu policies) that apply to them. although 
!hey <10 know that the ""_of welf...ba. cblu'Iged.

: 	 I 
o 	 Few redplt!l!ltB M.Y!l reached Stat~ lime limits so m. . 	 i 



o 	 A few SIa'" "'" malr;ing eII",_ that appear '" have little to 00 with wotI;. sucll '" 
oounting the SSI ........ ofdisabled chlJ.rIm, '"'" odullS in oo!ilputing T ANi' 
benetltli wilhJut !aldD& i.nlo account me added ooms of disability., , ' 

ne .;,,_dftim. !run el&!>= _ tim __ of policy cltoices and 
.nair IOIUal iIltpl~on varies gteatly ..,.,.. S..... _tybased on wbeth.... 
when and bulv ~y !bey undcr!ook ~fomuI through waiv<n. Mal!)' Slates 
have "'" oonlplmd ihe process of implementing _sodpoIj<y cl>ao&ci. 

I 	 I , 	 , 

S. PinallY.!;&i!i!mi.. Nw't!!lllmd ~othl:t O!Wl'/l1S1"l'9lvjn'!;l!)l sI&cjJ;ions '" 

~~sJin th< L ofdcvolvlrlg incb>:1e Morylaod, Obi", Florida. 
Colom<!o mit! ~ortl1CW.... . 

o 	 These SIaIJ "'" d.L.lving deoisioru; abuut _de ...:.1ivities, post-emp!<lynnmt 
s1lppO!'!I! and. in <01.. """", !IIUlA>lions; Colorado lI1ld North Cotulinc are a]", 
passi:lIg ondeci>io"UbOUt _ We""" including eUgibilily. Benefill""'ls ,";]1 
still be deoil1llllled'at !he Stab! level, altl1O\1llh in somc (;!1SQ. th< State win 
mandate orily t\ a~ which {be counties can choose to excee4.. 

, i 	 ' 

lmiJ!!C!s of~Rpfo,J" ""~ 
MovWg rcciPi~ rw.d ~ten1ia1 recipients into 'h"O'Ck. tiM ~ the ~ ofmost Slate . 

J)Olu:~ and there u. SOI.JU: p:cl~ry evidence that emplgymmt levels Me ming as caselOMS 
dtx:-I1n£. Bvidenoo on ~I;~ ofothe: 83peCU of \he changes on m:ipi=n:t& and wou1d~bc 
recipienbi is somewhat more m.iXed. Are th~ i.f:tdecd better off'in econan:tic teaM? 'What has 
llappen<d to _ who hAv...'t ~ jobs? It i3 >till vory """ly to _lito.. queoUO!lS. but 
WI: have some prellminaiy <lola !hot ei"" ...... i.diC81lo.... 

" 	 ' 

Out prelimlna'Y (..10 ~...uy rcln", to !he si!uaiio:\S fo\ltld in specific _. Thus, this 
report dmws upon prelifWnm.:y Program i!lvaluatioD report! ofwaiver~bascd poliQCS from 
Michigan. Iowa, Miru>.sot.. £lela"""" and Florid., an<l on _, of""lfare reclpienllo ned 
pcuple who have left \10~ roUs. in Mas$schuwtts, lowa. Wi~~jn, Indiana. Mmy... South 
Carolina and te1lr\Ml1:&:~ The wly atoti~& em~ frutn these' uu4ics ~ppear to be fairly 
OOns1sumt across those ~tes. ~thoug.h we m beginning to hav., 50me evaluation evid:ent.:e on 
the impar::u ofpoHcy ~ i&s oppo~ to \be strong economy, it is vet')! difficu!t w sort OUt the 
relative lmpot.'fancc jjf pout:)' Md t::DOl1OrnlC fuJ;;tono ill the Nationa1 Jevcl. 

~ioAl. StatL; 8fC gbe.any working b.ardet to enforce mao.d~tt'll'Y work requ~.
a.o.d !>anctions rost: by ~l39 percent nationally bt:lween 1994 and the, end of !996. ADecdo'tal 
evidt:f\ce implies that th~se ra1ei,. ..re '>iii! t:.1creasing., In the stuclie!: of:iJicc:ific Stutes,. satlctlon ,, ' 

-4  I 



, . '-'""' 

""',. of... high as SO l"""""..... ...!... wiIh !'3les in tile 25 pot<att to 30 per=t ""'l!t' "'" 
unu.'i'U3L Sanctions rrur:t re!Ult in eiO:ler a I.Xm1plcte or JWtialloss ofbeD.efia: Across States we 
fu:d 1hal1be mojortty of....coon. oi:cur because ~ !Oil to Ghow Ujl for Illltial 
"l'POin_. Far few.,. Wi..biI.ve beca _ for oefusaI to _ly ..,tIL wOli 
ass~ Sanaio.",d wnilies ~ inolude _ ..no "'" already WOt\iDg Of who ba'" gtKld 
joI>opjXIttImilies; in I..... fl'<~e, fam.ilies 1haldidnottomplywidlth, STale', Family 
1"..._PIao. _ to be mmejo~ Ibm the ..eroae. 

I I 
llmoloYJll!;llt Per!uips partjy ".._ ofstn=wmt: policies as well as the ",bust 

:ec<>no<r!Y, """"",,"pi<>nt. o,M fonD", =ipiculs ... ""wernployed. EvalutOl...ofspocifio &u,.. ,""'="mwpolicy-relaIfd i-i-sIn~ in !he_eaf3 _tlO t5,~ , , 
poinlsc SUtvoys ofpooplo Who ba"" left weifu,! imply!het SO ~ '" 6Q pen:ent.ore ""rld!!g
in tho period lbllowiD& _ ~"""l' (with 11>0 rem";"d ... not cmpl.,-,id). n.is I. 
co.mparobte to or &!igbdy hi\jbl:r _!be 45 pen=t In ~ _ ofwelfare _ who worked 
afterle>ving AFtlC, """'" of~ i"""""", in wmk mAY ..suit Ilnmllle _og ec<>nomy '" ...11 

.. from policy obange., ' I I, , ' 
~, While fu. do hot appear to be _tit cl:m!>ps iO l\r in !he average inC<\mes 

ofwolWe rocipieats :md those!cl,viog tho _ rolls,!heso ......gC$ bid••8=l deal of 

"""mOll. Alno.oi those ~lD& ihe ptollT'dl!l, iD<.o_ In1be follow"l' period "'" very miJ<ed. 

Goo.crally, aOOut lIlIlfof _ ~ &OW inoreases in lhoir"""",",", while half..perioneed 

d;c\iooo, Tbcre i£ some ~"" that those who 1_the progtllln vo!uotari!y "'" mot<: likely to 

haw inctcased incomes, .ilihougi, in both Smtih Camfu>a and Iowa oIlQ.t ~o _ of.tbose 

who leftbocau:ze of saw::tiom alSo ~ income hlcn:ases. 


I I 
'ThenI i, liUle ""'_ at \bi$ pointof_ hanlsbip ev<:!l .."eng families losing 


ben';;.. altogether as • "'Ill' o'l".,,,:tlons or tiraolimilll, H"""",..-, ~ S"IOh •• bomel<s= 

or entry ofcl::Uidren into foster oo:re arc I'ometimea lw:d to o~ in eV"alwu:ious end follow up 

sWdie::s, which. are wru.aUy unable to trace some proportiM offunru:::r reeipiflnt.q. In the short run, 

lDlIIlY liIInilics cxperi<:n<;ing 1ari:e in""",ol.".,.. _10 ~1y on help l\bmfri."ds and 0l<te0ded 

family, It ~ be nob:.! also'that...." llm!ilie3 whose inoom<s rise as a_ult ofhigher 

earniJ>gs and/o. obangeS i. staiepolicios typicolly still do "'" lIxve abovo-povOI'!)' level _os 

while on TANF or in ~ pcriQ<! immediately _ Joa;ving the ptogtmL 


9!!l<t J!cnotlJ!!,IF~ ..bo ItA," TANI' .... ofi<>n oIigible to _uo """,lYing 
b_!i\S 11= oIhor .ocw ...pP.mpttlgrem. ",cl, as the Food Stamp Progrsm, Medicaid, 
S"I'Plen'CllIal Seeuri<y:""""'" (SSI) ...,d ~pro_. However.relatively 10," 1ol:e-up 
mtes for some ofthexe'benefi~ susgest that many former ~m»)' be Ull!l"Mlte of their 
ICO.ttiI:w¢cl eligibility fur other Progra,rn'l such as Mt:dl£aid. or that a.dn:liDi.suarive baniers tllCy bt; 
ptt':ven1ing SOtrl.e eligible &.wilic.s from participating in the£¢ ptOiflim.s. In both South Carolwa 
'and Indi~ for exa.mhl~. abOut halfoftne adults who WC'Ite no longer ~~vi1s€. efU!b 1lSsimnc..o 
reported tNrt they did ,'not ba.~ an), health i.nstJranee. ' 

. , ' 

I 
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I 
I 

~~ !!P'I Nect ~'!!!>!i; SmmorJjAg LoelJl!'!ll"ru' ~ 
, I I 	 ' . 	 , 

Th_ early _ ""&8051 <hat ",II pro81"'" is bWllg IDa<Ie in fuOllSiDg ««pi.....on ""'" 
and in IlIOVing tIu:m inlo ....ployme:i'- This i••.-an<! <riti<al SIep on the path to 
mWlling welfare. I believe that funber IMpS nood III be ....... to consoH<IIIIe ""d build on tbiI; 

~ In pmti., we n...t!Q ."''''''' that I ..... incom. wotking liunilies, whi!1ller 
1Il"Y are _ Wlllfllrc rooiPionts .rDOt, <01> eonIin.. to WC<!< and to earn <=Uflh to ,.ise tIWr 
llunilit;z, ...~~nClJlp!Oymonimd of!lll< temporary ~ withouttilymg o.n long.-. 
welm reccipl In ~ this gO.J. we woUld be building on tile Admi04It31l<m'._ 
acl>ie1lemelrts fur wot!dag fiiroi1ics,iJIclwling ""JlI!llSion ofihe'BlTC, in.creoSill/l the minimum 
-'~_~~~reh!ldr<n,_ng~ lea... ~the_"'iM 
ofttil; l"'!Ir" ~~ .... illitiaIive: And ... "i"Uld also be betiding on the 
"""-<I and inoreasing in_Oflho SIDles. whi<h are sIlIrtiug '" _1. Mill the qtIesIiou 
ofwhat bappeos aftl:r 'M:I£aie pa<eo!s tab U>.1ir m.tjobs. 

. I I 
Both _""'"pmd_ OJC t<:lling us Ih.a1 """'" such _ISmove to >VOl:k. 

_ "'" likdy to neod _i;p!rinJl huppart in order to keep fheir jobs, NppOrt tbeir fumili.., 
tmpt'O\'. their _ """ tim•• aruI <M>id g~ ba.<:L onto !he welfuo roUs. '!'be,., supports 
""" ""'" m:ctI)' fO!lJls, frotn'tbo E/TC or iIlaeascd...";,,gs disJegupls to service. such as child 
eare, hoWth auc. ~wid~. Curnmtly, StaleS have~. ovailable 10 
them through Ihc TANF blOck arInt md flIei; ~ ofEf!'ort funds, as..,.u asll"""gh 
other Sture _""""'" dla1bave """" _ lIP ...!l<SllIt ofdeclining easel.. W. can """"' 
pro!!*, all this IIlImlIlllY, chalI..na~ S1ates to make Joey in""""",,,IS, shoWCIISinli .ffe<:tiYO 
~ and ea~1IlI State iftnoVlllion III woIl as by sbaJ>ing • NatioM! agend. to help \Qw. 

WOlle wo<l<l:n aM thair f.!iai!i... ! 	 . 

A ~tl~ 10 ~rt low-itUJOme WQl\;:m and their ~iUes would involve 

_ern! CO!I!pOJlCIlI> '" -. the 8:mfl: and NlIIiolJllllovol>. 'l'helie .ould in<:11lde; 


I. 	 llaisjng JIm j~O[IJw.~ wkrn:!. Most w<lf... rccipi",," moving into!hoir 
liMJob< CODtinoo to..". belnw·po_y level_os. "", p"';i)f 1993 _ion of 
the srrc doe<. i!- d<lu for 1heoc &mili"", IlI1d it mustOe protc,iCd. In addition. we 
could eh.!!Jeoge siao:s '" expao<I State E1TC'. and ttl incruse camin3> di....gatds end 
other_ fur low-~ work..... F",....,.pie, W"""""in has""; TAN!' MOE 
fum.!> to ""J5IIIl'Iboth , .. lllTe and housinj: $tlhsidies for low-O=nw QWners and _ 
At the Natlomd tl,vel. JXiliele! such as 8: further in~ in the minimum wa{:e Of tax 
i.n,centive» for cmpl0yc.t8: to promote jobs and lJ.ieher WIlgI:!S for ww-sldUcd workers could 
be cxplon:d. !I 
PrgYidint;.other'iO'QJQIl1. We tnU!;t ¢!!St.trn that other critical joh suppm't$.. MWh as 
health care, child ¢8.~. tnmsporuation. md mrultOring...re Avwlabl¢. lor '#Orkin8 fitr.Jilie5 
who ne.c:d themJ The AdminigtratiQn's new child care initiative is ot' course criticai. to this 
.s.~~ and the newiy, caucted Chil.d Health In~C<) PlOgram should go Ii 'ont! W'lI'J 
Inward ensuring health eart" coverlt~e (or the children oflow~wlige ....... orllcr".~ We need to 

I 
I ·5
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I 
, 

I 
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, 	 ' 

oontinlJO Qutteach eff~ to ~ SUl'e that loW~Wcnml:J working: fllJllHies are aW'a.t'C of 
!heir flOllmlial cli.albiiity for M<d.icoid. The Vi"" 1'wtIid<m'. _ on_ring ",ovide.< 
• valuable """"'Pie, arulStates """" be encouraged '" conti_ In ..._ in th"", 	 , 
P"'&"UD3 ..., <>!her S)'Il~ 

, I I 
J. 	 )j'Jl6I1liat!mt lo~wnd:<!. imm\w..!dlls""d ~1M!! Iims. Many S_an: 

beginniog to gn>pp!e'wilh 1lic best way 10 prom.... 1l"'Wlh in skills ""d eonliDgs ovet ~1l1' 
for former weffiIre ~emJ.. Ovl:r tbIl to<lf!'" term. suM grol'ltb will be n~ 10 
meet bo<h the ~ offumili.. arul the needs ofthe _nomy aU wbolo. W. sbooId be 
ehollenging S~ ttl pUt tog.u.... <:t1O!tiv< ~ and sbnw~!hose tII3l do. Thoce 

", 	 .trmgi....... involJ. linkage$ among ivorkforce devt:loJ'llll'1ll, hiP educaJ"", and 
wollllre sy_.as \.en ",,:_widl """,iti. priv..,,,,,,pk>y!n. J\t tb€ir.li.onaJ level, 
~ .. ill• .....:. Ild~ oppoiwcilles fw law·in"""", families .... key to 
i~ skills and ~ over time. 

I . l 
4, 	 Mi!j",aining,1lw pfia l!O! for lI'Pg, If. _poiaIy ,etbacl< is..>t to n:sult in • rcIIIm 

to we!fat<>~, thO !aMy !lOt fw low__ worI«3 mU>1 be maiutaiDod. At me 
N.tionoll...... ciuulge. coUld be maw. in !he U""Ulploymeat Insurance1""'_ 10 . 

""""""" the Probability u,a, low._worl::<r.l will ..." ooveroge, .. is 00'" beinS 
discuas<d within!bO Administlatio!!' At lbe Slare level.... sboujd<b_ Stat.. tII3l 
.... lmpl~Po~oyrncn\ se1Vi""" andolher .~.. to ad<lr... the mot that1.""_~ are lilo:Iy til experience """"d<mbl. job tIrrn<>Vet' and,.",.. period< 
of_I~tlWe "",,ald obolJOIlie Stales In in_ in upproa<:hes thai combine 
",liable "",,It-"""'....uru.ru:. with rapid re-employm<:tlt htIt>. 

i 
, 	

i 
, 

in tnnnmary. -we must build upon and rontinue our efforts oa behalfof low inlX>mc 
workers. 1 look forwanl th furtbt:r di&cLWoions with you regarding ~~ iSSUeS. Pl~ 
let me know ifyou _like. briefing or _ ixIlOrmation. 

I 
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Chart 1: RECIPIENT COUNT DOWN 2.4 MILLION 

SINCE ENACTMENT OF NEW WELFARE LA W 
(August 1996-September 1997) 
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-26% and greater decrease I I -1 % to -15% decrease 

·16% to ·25% decrease L=-=:J Increase 1128198 
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TANF PROGRAM 

Chart 2: EXPENDITURE OF STATE FUNDS IN FY 1997 AS % OF MOE 
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Data as of Janooty 23, 1998 

Chart prepared by U.s. Dept of Health and Human Services 
Administration for Children and Families 

ARKANSAS 

120"';' 



Chart 3: 
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Earnings Disregards 


NCfTI>cI CAI<OT,o, 

50 percent or greater of earnin", disregarded for 
a full-time, minimum wage job 
Less than 50 percent of earnings disregarded 
for a full-time, minimum wage jobo Same as under former AFDC I12S198 



Chart 4: Increased 

ResourceNehicle Limit 
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Increased resource and/or vehicle limit As under former AFDC program 
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Chart 5: States Selecting 

Family Violence Option 
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Twenty-three States and Puerto Rico 
elected to screen for, provide appropriate 
services~ and wah'e requirements when 
needed to ensure safety. 
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Chart 6: Age of Youngest Child • 
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Chart 7: Time Limit Choices 
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01/21/98 'nJE 17:413 FAX 202 205 2135 EXBC SECRETARIAT Ia]002 

DEPARTMENT OF "£ALTH -& HUMAN SERV.C£S 
Chief of StallI I 

JAN 27 1999 


MEMORANDUM FOR ANNE MCGUIRE 

I I . 
Attached i. a memorandum for the Pre,id.~t from Secretary Donna Shaial. regarding the latest 
infonnation on welfare reform. 

, .

William V, Corr 

Attachment 

o 



I 	 Ql0032135 EXEC SECRETARIAT01/27/98 TUB 11:48 fAX 202 205. 	 .' 	 , 

1, 
JAN 27 1998 

i 
MEMORANDUM FOR THE PRESIDENT 

The purpose of this lemo Jto outline the tnfonnation we have 50 far on the impacts of 
changes in .....vcUru:e programs: The j'nformation is stilI quite preliminary, but SOme conclusion.', 
arc emerging. These include'; II . 

The to-tal num,ber of~elfare recipients has falten below 10 million fOr the first " time since 1971. CWfe10ads have falh::n by more,than 30 percent since their peak 

in 1994. I . _ ' 
o 	 Many more recipienL'> are now working. and the proJXJnion of fonner recipients {It 

work af'tcr lca~ing wbIfarc appears to be somcwhal higher than in the past. 

ki. 	 I . ~ "" k b h b States afe ma mg very senous CllOlts to move recIpIents mto wor, ot! y 
mandating wotk programs and sanctioning those who do not comply, and by 
increasing the 'benefits or working lhn.lUgh simpler and higher eanlings di~Tegards 
[tad un-going JuPP()~<; such as ch:ld care. ' . 

As we fotmd lth AlJDC waivers, States are adopting common approaches but 
with many variations!in specifics. Severa11arge States arc devolving key policy . , 
decisions to the county levcl.: , 

" There has beeJ no "nice to the butt om" in State welfare benefits; States are 
spending mOl? per f~iplcm thun in 1994 acrO$ TANf and related programs. and 
State maximwnI henefit levels are generally uncbanged. . 	 . 

o 	 So far there is little" cJidence of extreme hardsl ....ip among tfu)se who leave welf.1rc 
as a !esult of sAnction.~, although many do experience fairly large declines in 
income. OVct!an, however, half or more of former recipients appear to increase 
1heir income. .. Jfter leAving welfare. ' : . 

, 	 ,I 
Even when recipients 'move to work and improve their incomes, they arc still" Hkety to hl;1ve t~tai income;.; below lhe pQvcrty line. . 

" ' 1 k J.I ,I h " ",: t' bid' l' ,lius memo 00 S lfst at WIliil t e • .,.1D.t¢$ are <'lomg, m tenns 0 011 spen mg C lOlCC$ anti 
broad.!r policy choice::;. It the}l ttllm;: to impacl~ on recipients, asscss:ng both N~ults from 
cv<t!uZlti~)ns ofSt:lte waiver!! l'imllar ~u current Slate pOlicies und the vcry early rcsults from Statt 
:-;llfveys or reciplcnts and form~r recipients, Finally. the implicat~ons ofthcsc findings lor 
Federal and Statc pnb:y ehoit:':'... are ~riclly di~USSCtt 

, 

o 
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Slate Responses t9 Welfare R«fonn . 
I I 

Welfare caseloads lla~e declined dramatically since their peak at 14.4 mj1lion recipients 
in March 1994. Overall, the huntb~' of people receiving aid had declined by more than 30 
percent to 9.8 million recipichts by September 1997 (the most recent monthly report available). 
This decline has continued at1an ever more rapid pace since the enactnu::nt of welfare reform in 
August 1996. In the tlrst year of we~fare reform alone. almost 2 million recipients left the rolls. 
As Chan 1 (attached) shows. these declines are spread across almost aU of the States. 

Changes: in State Spe1ing (1 Welfare Ergg.r;at}1s. There has been no <!racc to the 
bottom" in State we}fare spcoping, Because there Me now fewer recipients, tota.l State spending 
on welfare programs has declined sii.ce 1994. On average, however. States are spending 
somewhat more per reCipient than thby did jn 1994-reported State spending on v.-elfare and 
relnted programs iN <4bout 181lel'Cent:beJow the level secn in 1994, while caseloads have declined 
by more tllM 30 percent. This increased spending has not affected direct payments to recipients, 
which remain very close to th~ levelJ seen in both 1994 and 199(1 (about $370 per family per 
mornh on average,) In aU, fottr States hn\·'C increased maximum benefit levels since the 
enactment ofTANF, while five Statds have decreased maximum benefits for at least some 
categories of recipients, I . 

, 
States ar!! reporting t},<:tt they ~c meeting their Maintenance ofEffort (MOB) 

requirements under welfare reform. TI,ey are required to spend 80 percent of previous (generally 
J994) levels, or 75 percent if thcy m~ct the minimum participation reqUirements, and 20 Slates 
report exceeding that goal, some by qonsidcrable amounts (see C"'Mrt 2). Further, reported 
spending may understate actl,l~l arr.oUnLS spent, since there are no incentives for Slates to report 
additional spending unce thei~ MOE tequircments have been met. There is little in these data to 
suggest declines in spending l~vels~~~ather, States appear to be tLSing at least some of their own 
money to provide services such as child care and job training and placement an.d l(} increase work 

incentives_ I I 
Changing State foiicit:s. A fOCus on work is a rnajor theme in State welfare policies, ,

although there is considerable ~variation in plan spe.;;.ifics and in implementation flcross Statt::>. 
The following key points emerge froih an overview of State policies: 

1. !:.dwt!s ars: F
~oc\l~mg onI cncQUIagmgI . an .- , " ... -	 d n;gulrlng WQrk 

o 	 40 States have knacteJ policies to make work pay, generally hy increasing the 
amount of carnin~ diJrcgarded in calculating welfare benefits. (St:e Chart 3.) 
Connecticllt, ru~ exampll!, now disregll;rds all eaming!' up to the poverty !l.;vel. 
Most States haJe u1:>(\ simplified the trentm(':l1t tiC eruning$ f;t)mpn.r~d to the AFnc 
trc3lrht'mi, with ~l:e result that recipieots can sec mort clearly how even a low~ 
Wtige job will make thtm beac! on: 

I 
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o 	 44 States have raised the level of resources and/or the maximum value of a 
vehicle allow'ed (0 welfare reeipienl<>. (See Chart 4.) This wiH ~ake it casier for, 
recipients to get to Work and to accumulate savings that might lead to self. 
sufficiency, I \ 

i I 
o 	 Almost all of the States have moved to «Work First .. models in their welfare 

programs. req\.uring tecipients to move quickly into available jobs. Virtually 
every State his institPted "social contractsll'or other personal responsibility 
agreements jnlwhich:recipien~ commit to specific steps toward self-sufficiency. 
States are enf6rcing the~e contracts, sanctioning people who fail to sign,or live up 
to their agrcerrients, \ 

2. Family violence isLes !.lpd cp,oice~ about CKemPtiQ.ps fot oarents of very YQung 
childl'l:llare being ad~CS$ed by the States, 

o 	 24 jurisdictions have llCC1ed to screen ter, provide appropriate serviccs) nod waive 
requirem.ents ~here ncooed to ensure the safely of victims of domestic violence 
through the Fa1nily Violence Option (See Chart 5,) Addino",i States, inclUding 
Californiu) are ~xpectOd to implement this option in the coming months, 

As indicated JChart kmost States have chosen to exempt parents of infants 
under one year'of age Ifrom work requirements. 16 States have chosen shorter 
exemptions (ili1 Jaw allows States to require patents with 'Children over 12 weeks 

to work.) \ \ 

:t State Mlicies renarding dm" limits are varied and complex. 

o 	 Chart 7 Sho\V'5 ~ta~ Clt:Len Stales have chosen "intermiHent" time limitS th .. t Umit 
the total month! of recipicncy allowed within a longer time p!!riod (tor example, 
VirgirJa lJU1!ts TANF tcceipt to 24 months in any 60 month period). Nine StateS 
have chosen lirJtimc H'mits of!ess than five years. Both (lfthcse types oftimt 
limits often al1o~ cxcdptions or exemptions. 21 States have ehosen the Federal , 
limit of 60 mOll~1~. Four Stutes bave chosen other options involving supplements 
from State we] fi4re programs fOf dIOse reaching the Federal time limi1s. 

Evaluation and Lrvey lta ftnd that rccipien~ an: often unclear about the" specifics oftim~ limits;(and olher rcfoml policies) that apply to them. although 
they do know that the nanm:: nfwelfare has ch ...mged. 

" hi 	 'I" I'F'ew rcclplems 	 ave [eae e i hdState tlme In1lts so at.

I ' 

'·3
, , , 
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4. State plans \fUry considerably; in their sDecific$ and in their timing,. 

I 	 , 
o 	 A few Statesinre making choices that appear to have little to do with work, such as 

counting thtl SSI income of disabled children and adults in computing T ANF 
benefits with~)Ut taking into account the added costs ofdisability.

I 
o 	 Tbe amount ~f time that elapses between the determination of policy choices and 

their actual implementation varie.s grootly aCrOss States, usually based on whether, 
when and how extensiveiy they undertook reforms through waivers, Mnny States 
have not complcted the process of implementing proposed policy changes. 

I 
5_ FinalIy~ California. New Y"rk and se'\.~ral9ther states ars dCYQbdnS key decisions to 

counties. \ 

o 	 Other States il,llhe process of devolving include Maryland, Ohio, Florida, 
Colorudo and North Carolina. 

o 	 "These States le devolving decisions about work activities. post~cm:ployment 
supports and, in some cases) sanctions; Color~do and North Carolina are also 
pa:;t\ing 0:1. de4isions ilbout other 1actors inclUding eligibility. Benefit levels will 
stiH be determined at the Statc level, although 1n some cases the State will 
m~ndate only ~ ~oor which the counties can, choose to exceed. 

Imp\1.ct~ Qf Welfare Reform t1n Rccip:ents 

I . 
Moving recipicnL<'lmd potential recipienL'i into work has been the focus of most State 

poHcics. and there is some pr41iminary evidence that employment lev€:ls arc: rising as caseloads 
declinl::l. nvidence on the impacu; of other aspects of the changes on recipients and would-be 
recipients is somewhat more l-hlxcd. Are they indeed better off in·cconomic terms? What has 
happened to those who bavenit gotten jobs? It is still vcry early to ansv,'er those questions, but 
we have home preliminary da1ft that g.ive 1.1 few indications, 

, 
Our prellminillY data generally relate to the situalions found in specific states. Thus,. this 

report draws \ipon prelimifi<'U~ program evaluation reports of waivcr~based policies from 
Michigan, iowa, MinnesotB, Delaware, <I!1d Florida, and on surveys of welt11.rc recipients and 
people who have left wclfnre rplls in \1assacbuselts, iowa, Wisconsin, Indiana, Maryhlnd, South 
C(\[ulina Md Tennessee. The: carly storie:; emerging, from thC5"C studie;; ap~ar to ~ fairly 
consistent across lhosc Slates. IAlthough we are beginning to have some evaluation evidence on 
the impacts of policy ChllOgCi; ns opposecl to the strong economy, it is very difficult to sort out the 
relative import:lllCe of pot icy ind economic factors at the National level. I 	 ' 

S:,m:.:.tlQllS, States are g,cnera:ly working· harder to enfnrce mandatory work requirements, 
and sal/('..tltms roSe by obnut 3d percent nationuHy between 1994 and thc cnd of 1996, Anecdotal 
cvide~lce lrnptit!s Ihat tht:sc (;uJ:; :';l!'(". still increasing. Tn thl:! ;;tucit:::;; ofspecit1c Slate;.», sanction 
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rates of as high as 50 perccrit arc seen, with rates in the 25 percent to 30 percent range not 
unusual. Sanctions may resillt in either a complete or partial loss of benefits. Acros.<; States we 
find that the majority of sanctions ()Ceur because recipients fail to show up for initial 
appointments. Far fewer fm~lIi~ have been sanctioned for refusal to comply with work 
assignments. Sanctioned faririlles may include many who are already working or who have good 
job opportunities; in Iowa, f9r example. families that did not comply with the State's Family 
Investment Plan tended to be morn job~ready than the avc:rage:. 

J;mplQyment. PerhaJs partly because of .::.iricter work policies as well as the robust 
economy, more recipients an~ former recipients arc nOw employed. Evaluations of specific State 
progrrun.'1 show policY~ie1atcd mcrease."I in employment in the range of 8 percent to 15 percentage 
points. Surveys of people who have left welfare imply that SO percent to 60 perccnt·!.U'e ~'Orkin.g 
in the period foHowing welfare redpicncy (with the remainder not employed). This is 
comparable to Qr slightly higher tllan the 45 percent to 50 percent ofwelfare exiters wbo worked 
aJter leaving MDe Some of this increase in work may result from the strong economy as well 
as from policy changes. I ' 

!ncQml1~' Whilt! therc!do not appear to be dramatic change~ so f.nr in the' averag<: incomes 
of welfare recipi~ni.$ a:1d tho~e leaving the welfare rolls, these averages hide a great deal of 
variation. Among those icavihg the program, incomes in the follow up period are very mixed. 
Generally. about half of£ormer recipients saw increases in their incomes, while halfexperienced 
declines. There is some eviddncc that those who Jeave the program voluntarily are more likely to 
have increasco. i.ncomes. although in both South Can)lina and Iowa aoout 40 percent of those 
who left because of sanctions ~150 experienced income increases. 

~hcre if> link cvidenJ al this point of extreme hardship even arnortg families losing 
bl,":nefits altogether as a result 6r !>unctions or time limits. However, events su!;h as hQmelessrtes::; 
or entry of children into fostcr:cure arc svmetimes hard to observe tn evaluations and foHow Up 

studies, which arc usually unable to trace some proportion of former recipients. tn tbe short run, 
many tamilies cxperieacit1g larg.e incom.e losses appear to rely on help from friends and extended 
fmnily. tt should be noted al~, that even families whose incomes rise as a result ofhigher 
-earnings'and/or changes in State policies typically stin do not have abov0~poverty level incomes 
while on TAt\F or ill the p~doi:Ummedi!ltely after leaving the progm,m, 

Other Benefits. FamHiL whoJeave TANF arc often eligible to continue receiving 
b..::ncflts from other social sUPP9rt programs such as the Food Stamp Program, Medicaid, 
Supplemental Sct:urity InC(lme\(SSI) and housing programs. However, relatively low take~up 
mtes for some of these benefits suggest that many fonner recipients may b~ unaware of their 
<;(lntinued eligibility for other programs :::uch as Medicaid. or that admini:>trntive barriorS may be 
prc'Vcnting 'sume eligible farni1ies from participating in these programs. 'in both South Cnrolin<l . ,
amI Indi;llttt, (or examp(e, about ,half of the adults who were fliJ longer receiving cash assistance 
I'cportcd thut they did not have at~y health immranct':" 
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£oHcv InmJicati~ and Ne~t Steps: Supponing LQw-Income Workers 

These early results s~ggest that real progress is being made in focusing recipients on work 
and in moving them into employment. This i~ a significant and critical step on the path to 
refonning welfare. I believe, that further steps nced to be taken to coMol1date and build on this 
accomplishment [n particular, we need to ensure that low~incomo working families. whether 
they are fonner welfare recipients or not. can continue to work and to eam enough. to raise their 
families, weathering unempl~yment and other temporary setbacks without rc1ying on long-term 
welfare receipt, In pursumg:this goal, we would be building on the Administration's many 
achievements for working fatnilles, including expansion of the EITe, increasing the minimum 
wage, expanding health care Coverage for children, enacting parcnlat leave. and the introduction 
of this year's ptlthbrcaklng cfuJd care initiative. And we would also be building on the, 
y.;dcspread and increasing inlerest of the States, which are starting to grapple with the question 
of what happens after wei rar~ parents take their first job;. 

Doth researchers arid ~r~titiOllers are telling us lha~ when such parents move to work, 
most are likely to need contiuuing support in ouier to keep their ,lobs, support their famili-cs. 
improve their incomes over HUtt. and avoid going back onto the welfare rolls. These supports 
can take many rorms, from th~ EI'fC or increased earnings disregards to services such as child 
ca.re, health care, transpomtiqn and mentoring. Currently, Stales have resQurces avaihible to 
them through the T ANt: bloCK grant and their Maintenance of Effort funds. as well as through 
other State resources that have be~n freed up as a result of declining cascloads" We can make 
progress on this agenda by challen.ging States to make key investments. showcasing effective 
practices lind encouraging State innovation as well as by shaping a National agenda to heip low~ 
wage workers and their fal11ilib. 

A successful strategy 1b support low-income workers and their families would involve 
several componenls at both the State and National levels. There could include: 

I 
L 	 Ral~iPgthc incomes of,low.wage workers. Most welfare recipients moving into theit 

first jobs continue to e~rn below-poverty level incomex. The major 1993 expansion of 
the EITC does a great deal for these fumilles. and it must he protected. In addition, we 
could chaUcnge States ~() exparui State EITe's and to increase clim\ngs disregards and 
other program5 for iowiwagc workers. For example. WiscQusin has used TJ\.NF MOE 
funds to expand both iL'> EiTe and housing subsidies for low~incornc owners and renters. 
At the Natiunallcvei> polich'!:; such as a further iucreu.<;e in fur:: minimum wage or tID( 

incentive..'> for cmployets to promote jobs and higher wages lot' low-skiHed worker$ could 
be explored, I 

2. 	 P.roviding pliler j{)b supp-orts. We must cn$urc that other l.:nticat job support!t, sut.:h as 
bealth care, child t:.(lfe. tra~portaticlfi, arid mcntMing, are availuhle for working familicb 
who oCl:d theliL The J\dm.inistnllion's new child care l!litifltive is of course critical to this 
stt'ategy. and the newly ~nacted Child Health Insurance Program should go it long way 
towD:rd ensuring: he~l1h core coverage lor the children (If low-...vagc workers._ We need ttl 
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continue outreach efforts to make sure that low-income working families are aware of 
their potentiaJ eligibility for Medicaid, The Vice President's work on mentoring provides 
a valuable example, ~d States must be encouraged to continue to invest in these , 
programs and other supports. 

.•,. Ensuring !..bat low-wake workers lmPfQV>, skins and earnings over tifW}. Many States are 
beginning to grapple with the best 'Way to, promote growth in skills and earnings OVC!' time 
for former welfare re~ipieilts. Over the longer term, such growth will be necessary to 
meet both the needs of families and the needs of the economy as a whole. We should be 
challenging States to put together creative strategies and showcasing those that do. These 
strategies cau involve1linkages: among workforee development, higher education, and 
v.,ctfare systems, as: wbu as work with specific private employers. At the National level. 
strategies to increase ~ducational opportunities for low-income families are a key to 

. jncreasing skills and earnings over time, " 

4. 	 Maintaining.J.he safJ net for workers.. ;fa temporilry setback is not to result in a rctwn 
to welfare dependc:ney'~ the satbty net fur low-wage workers must be maintained. At the 
National leve1, changes could be made in the Unemployment Insurance program to 
inc(cuse the probability that low¥wage workers will earn coverage, as is now being 
discussed within the A:dministration. At the State level, we should showcase States thm 
are implementing postlcmploymertt services and other strategies to address the fact that 
low-income workers ale likely to experience conslderahle job turnover and some perioos 
of unemployment W~ shoUld challenge States to invest in approaches that combine 
reliable short-tern) assistanc~ with rapid re-employment help, 

I 

In summary. we must build upon and continue our efforts on behalf aflow income 
workers. I look forward to furilier discussions with you regarding these import!1ut issues, Please 
let me know if you wOllld like'a briefing or further infonnation. , . 

-~ 
Donna E. Shalala 

At tachlllents: 

-7
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THE WHITE HOUSE 
". 

,. :J-"j-) 

WASHINGTON 

July 24, 1997 

1./:
".j 

MEMORANDUM FOR TIlE PRESIDENT 

FROM: BRUCE REEDI 
CYNTHIA RICE 

SUBJECT: 
I 

NEXT WEEK'S SPEECH ON STATE WELFARE REFORM EFFORTS 

On Monda;. July 28th, ~OU will S~eak to the Natio~al Governors' Association in Las 
Vegas. We believe your speech is an opportunity to make a major statement on welfare reform 
one year after you signed the nJw law into effect and four years after you began to reform welfare' 
by granting waivers to the statek. You are scheduled to follow this speech with a Welfare to 
Work Partnership event on August 12th with several hundred business leaders in St. Louis who 
will accept your challenge to hire welfare recipients. 

I 

We thought that in the NGA speech yOll could pr~)Vide a statement of the principles and 

values that have guided welfare Ireform. You could discuss the importance of work and 
responsibility, ofrequiring both Iparents to support their children, and also of teaching teenagers 
that staying in school and avoiding parenthood are the right things to do. You could talk about 
the new role ofwelfare workers; not to dole o.ut checks, but to assist welfare recipients in meeting 
the challenge ofjoining the workforce. And you could talk about the need to support work -- to 
make sure it pays better than w~lfare - through the minimum wage, EITC, child support, arid 
investments in health care, child Icare, and transportation. . 

. We also thought that in the NGA speech you could tum the spotlight on the states: to 
underscore the successes -- but ~Iso point out some of the shortcomings -- of state welfare refonn 
efforts. You could emphasize that while we have much to be proud of, we cannot rest on our 
laurels. Instead, states must seiz'e the opportunity to use savings from declining caseloads and the 
growing economy to put even mbre people to work. Many states are investing new funds in child 
care, transportation, and other ~elfare-to-work efforts; others are diverting savings to other parts 
of their budgets. We thought yoh could praise those who are doing the right thing, and scold, 
though not by name, those who .h-e not. Overall, we hope in this speech that you could send a 
signal that we intend to hold stat~s accountable for their actions .. 

Finally, you could incJudj an update on education standards in the speech, probably 
referring to the announcements y6u will have made on Friday ofthe big city school districts that , , 
have agreed to adopt the new tests. 



, ' 

~Slale Dfthe Slates 

As you know, welrare rcfoon began long before last August, with the waivers we granted 
to 43 states to allow them to imPose tough work requirements and time limits and provide' 
incentives to make work pay better than welfare. Under the l)ew law, nearly 90 percent of these 
states have chosen to continue 6r build upon their waivers. Many ofthese states have intensified 
their efforts. either e~pandjng srrtaU demonstration projects state-wide or leveraging additional 
financial or community resource~ for welfare to work efforts. Other states afC simply in a holding 
pattern. postponing changes beciuse ofpolitical conflict (i.e .• New York and California) or for 
other reasons. Here's a summary of some ofthe interesting trends we 've uncovered. ~ 

Child Care: Efforts to exhand child care are widespread. Because ofthe additional $4 
billion we secured in the welfare law. all states are receiving more federal funds. Whlch they must 
match with their own dollars. About half the states are increasing their spending beyond what is 
needed to match the new federal ~funds, Some states are adding quite a bit more: Wisconsin is 
adding $160 million. Illinois is adding SIOO million. and Florida is adding $23 million in new funds 
and shifting $60 million from thelwelfare block grant to child care, A new paper by the 
Progressive Policy Institute praises IHinois, Michigan, and Wasrungton for establishing "seamless" 
child care systems which provide:subsidies for aU workers below a certain income, whether . 
they've been on welfare or not (There's a growing concern that sOme states are short~changing 
the working poor by giving fonn~r welfare recipients priority for child care subsidies. Creating a 
universal~ income-based system avoids that problem.}- - , 

. Iransportatjon: Several slates have developed strategi~ to ensure welfare recipients have 
the transportation they need to gJt to work. Kentucky is now implementing an initiative to ensure 
that transportation is available in aU areas ofthe state. Connecticut is eannarking $2.2 million of 
its TM'F funds for new transport~tion services for welfare recipients. New Jersey has announced 
a $3.7 million initiative to move Work First New Jersey participants to work_ In May~ the 
Department of Transportation w6rked with NGA to award planning grants to help 24 states, . 
develop transportation strategies 10 support their welfare to work efforts, 

I 
Welfare to Work PtogramS: Nearly all state welfare-to-work programs lnclude the 

traditional elements: job search. training.. educatlon~ community work experience, and placement 
in unsubsidlzed jobs. But now, aqcording to a new survey by NGA, 36 states are using welfare 
checks to subsidize private jobs, although mostly on a small scale, Twenty~seven states have 
"upfront diversion" programs whith provide job search assistance or emergency cash grants to 
help prevent people from going on welfare. Several states (Maryland. Pennsylvania, Florida) 
provide tax incentives to companies that hire welfure recipients, In many states. the governor and 
other elected officials are reaChing' out to the business community to forge new partnerships. In 
Nevada, the state has set a goal for new casinos to set aside 10 percent ofall positions for former 
welfare recipients. 

-2
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Djnning Welfare Savings for Other Uses: Not aU states are investing welfare savings in 
child care, transportation. or other welfare to work efforts. According to the Progressive Policy 
Institute, Ohio is actually cutting state spending on child care Hnd is using some of its savings 
from lower welfare caseloads for tax cuts (the stale protests that. with the infusion offederal 
dollars, it is still spending morc ri-vcraU on chlld care than before). In Connecticut. the governor 
proposed and the legislature emicted a pfan which uses federal T ANF dollars to replace existing 
state social services spending. I~ Texas, the stat~ spent less than one~third arits surplus from 
declining caseloads on welfare t6 work programs; the rest was used on state programs previousJy 
funded by state dollars, 

Child Support Enforcement: As you know. we have made progress in child support 
enforcement, increasing collections by 50'/0 from 1992 to 1996, Last year's welfare law included 
tough new measures to help statb track deadbeat parents across states Jines, To date. however, 
many states have not enacted aU ;the state laws needed to put these tough new measures into 
place, According to HHS, one "ate .. Idaho •• has not enacted any oftbe new child support 
provisions required by the new federal law. Moreover. rune states - including California. which 
has 22% ofthe nation', welfare taseload .. will likely not make this October', deadline to put in 
place new child support comput~r systems. We think that in your speech you should underscore 
the need for prompt state action in these areas . 

• 3 • 
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THE WHITE HOUSE 

WASHINGTON 

February 17, 1997 .. 
., 

MEMORANDUM FOR THE! PRESIDENT 


FROM: BRUCE REED 
LYNHOGAN 

• 

SUBJECT: WelfaJ CaselQoo Statisti!d 

We have been working with HHS to compile a series ofestimates which you may find 
useful as you taJk about the cllaHenges ahead in welfare reform. The numbers are dau~ting, but, 
not as impossible as you might think. 

I. Cnsclolld Reduction, 1993-96 

When you took Office,!thcre were 14.1 million People on welfare, including nearly 5 
• 

million (ldults. By Octobcr 1996 (the latcst figures uvailablc), the eascload had dropped to 11.9 
million people. fewer than 4Jimillion of them adults. The 2,25 million decline (a 16% 
decrease) is lhc hlrgcst caselmtd drop in history. 

The decline is even mJe striking when you consider that the caseload did not peak ulltil 
March 1994, when it reached 14.4 million (5.1 miHion adults). The caseload dropped 18% 

•
between March 1994 und October 1996. 

I 
I[these trend~ hold, th~, total decline from January 1993 to January 1997 should be more 

than 25 million people and between 9QO,OOO and I million adulls. 

I 

No studies have been done to determine how milch of the recent euseioad decline is due 

to a good economy and how ~uch to state welfare reforms. Historically, the food stmnp 
cascload has closely tracked the business cycle, but the welfare caseload has not More than half 
lh~ welfare easelolld has neverjworked: an economic downturn is not whatlandet.l them on 
welfare. A CRS study of the surge in welfare rolls during the Bush years attributed most of the 
increase to the rising number dr births to neVeNl1Ufricd m"lhcrs, not the 1990 recession, 



" 


Over the h!.st four years. the largest drops have come in states with the most aggressive 
welfare reform expcrinlcnts ~+ncluding 40% declines in Wisconsin and Indiana. The pasl four 
years have been a time of unprecedented stale experimentation in welfare reform, ~md all the 

. tough tnlk fwm Washington 0\1 down has probably had some behavioral Impact .IS well. (The 
cascload drop was Sh~lrpcst du1ring the three-month period around the signing of the welfare law, 
even though no recipient was ~tTcctcd by the new law during that period.) . 

Still. it wo.uld be a miJake to give welfare refonn all the'credit for caseload changes over 
the past four yearS. Virtually bvery state with a vigorous statewide effort has cut cascload by a 
quarter or more. But some states did little or nothing to refonn thelr welfare systems, and others 
experimented in only a fewetnties, ' 

Four states had caseload increases between January 1993 and October 1996: Alaska j 


Hawaii, New Mexico, and mO$t important, California, which has 20% of the national cascload, 

In eaCh state, a mix of factors is at work: None of them has done much statewide on welfare 

reform, and ~ach has experienced population growth. California was lale 10 join the economic 

recovery, and leads the nation in child~only cases _w U.s.*Citizell children of illegal immigrants 
, 
who arc eligible for welfare tx:cause they were born here. 

I ' 
II. Key Fncts about the Cltscload 

Family Size: 'i'hc aveJge size of a~ welfare family IS 2,8 people. Moving 360,000 adults 
offwelfure will reduce the cnseload by 1 million people. 

Able-Bodjed RCciPient~: HHS estimates that 80~90% ofadult welfare recipien.ts {lre 
capable ofjoining the workforce" Ine other 1O~20"A. are considered unable to work because of 
health. age, or severe mental o~ physical disabilities. 

Ill. Meeting the New \York Requirements 

I 
Under the new welfare ,Jaw, every able~bodied adult is supposed to work within:2 y~ars of 

receiving benefits. (About 35°/t) of currellt recipients have been on the rolls less than 2 years.) It 
is up to the states whether to el~force that requirement The only enforceable federal 
requirements ate the 5~ycar Jif~time limit on federal benefits and the work participation I1tte~t 

i 
Tjme Limits: Every welfare recipient now has a 5-year lifetime clock. v;hich hegins 

ticking when a state's new plari is certified compie!e, and stops every time the recipient goes olT , 
welfare, States CUll excmpl20YO of the caseload from the 5~year limit, and usc state dollars tn 
exempt other;;; if thoy choose. Most recipients will tuke longer than 5 years to reach the 5-year 
limit, bccause nIl but the pz;rndncnt undcrclass (about a quartcr of recipients) cycle on and 011' the 
eascloacL Untll we have a nali9nal time -clock .. which was envisioned in onr J994 hi II, hut not 

, 
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included in the tinallaw ~~ some recipient'> also may be able to circumvent the lifetime limit by 
moving from stute to state. I ' 

I 
Work Parlici12.ation Rates: Under the new welfare law, states must have 25% of their 

adult cuseload in work activilies in 1997,30% ill 1998,35% in 1999,40% i02000, 45% in 2001, 
and 50% in 2002 and beyond! But states get credit for people they move olT welfare altogether 
in the meantime. Ifa state's ~ase1oad has dropped since i:Y 1995, the state's work parlicip:1tion 
rate is reduced ac~ordingly. f;:.ffcctive work rotcs for this ycur and beyond have a1ready heen 
reduced 8% nationwide by recent declines in the caseload. (Many states have lowered their 
cascloads and their cflective ~ork rales by twice that rouch. A few haven't lowered their 
caselond! at aiL) I . 

The following projections were calculated by HHS but are considered preliminary and are 
under review. About a quart~r orthe adult caseload is: exempt for a variety of reasons. primarily 
the exemption for parents with children under one, By these estimates, states will be fCquired to 
put I million adults into work

l 
activities hy the year 2000, and 1.1 million by the year 2002. That 

number will be lower- ifcaseh?ad declines are greater than projected. (T'he current easeload is 
already slightly smaller than the FY2000 projection.) 

A veragc mon~ll1y caseload 

Non-exempt adult cascload 

Work participation rale 

.\'95 .\'96 	 FV 2000 FY 2002 
(projected) (projected). 

, 
4,9 tnillion 4.5 million 	 43 miHion 4,0 million 

3.3 million 3.2 mminn 2.9 millinn 

40% 50% 

Caseload reduction from '95 	 .6,7% 8% 12% 

Effective work participation rale 32% 38% 
(minus caseload reductIon) 

Total number. of adults required to'work 	 1 million 1.1 minion, 
(Effective work rate multiplied by non-cxempt caseJoad) 

, 
Only a portion of the 1 million would be in $ubsidized work programs in the private or, . 

public sector. States can count vocational education as "work" toward a fifth of its participation 
Tcquircn1t:nt Severn! states nu;y raise their earning;:; disregards so that they CUll COUllt more of the 
working poor toward their participation rates. 
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We will nsk BHS to nm these numbers on a state~by~~ltlltc bllSIS as well. By these 
estimates, New York State, w)tb more than 9% of the nntiomd ~,\sdoad, will have to place 
around 100.000 in work by the year 2000. 

IV. Hi"ing I'llwer in the U.S. 
. I 

'Ilierc arc ?26,OOO U.s. businesses with more lhan20 empiilyccs. 

There are ~3S.119 con~regatioI1S with more than 200 members, and 205,583 
congregalions with more than 100 members, ' 

There ilrc 1,1 million nonprofit organizations (not including congregations). 
I . 

We will run these numbers on a state-by-state basis as well. 

V. Miscclhmcous Statistics I 

State Plans: So far, 42 stiltes have submitted their new state plans to HHS under the new 
law. Oflhe 42, HHS has certified 35 complete (including New York). 

Work SUPPlement>ltiQJ As ofAugust 22, 1996. when you signed the welfare law, 11 
states had received waivers to Imodify work supplementation rules, Oregon llnd Missouri 
pioneered this concept Most k)fthose waivers sought to comhin0 AFDC and food stamp benelits 
to subsidize jobs. ' 

Q\!l-Or~wedlO"Ck BirtlJ The birth rate for unmarried women dropped 4% in 1995~ the 
first decline in 19 years. The proportion of all births to unmarried mothers declined slightly to 
32.0% in 1995; /i'om 32,6% in11994. Three years ago, Senator Moynihan prcdiclcd that the ratio 
would rise to 40% or even 50% over the next decade, 

Tecn Pregpancy: Tbe Jen birth rate has declined four years in a row by n lotal of 8% 
between 1991 and 1995. Half~ million teenagerS 15-19 glve birth every year. Moynihan wrote 
an op-ed laSlmonth critidzingjus for taking credit for reducing leen pregnancy when the 
illegitimacy mtio for teenagers' actually rose (from 70% in 1992 to 72% in 1995), But the h~en 
birth rate fell faster than the tcJn illegitimacy ratin went up, and the oven.!!l illegitimacy ratio hns 
stopped rising. 

Child SUpllQrt: Child support collections increased 50%. from $8 billion in 1992 to $12 
billion in 1996" ,, 


i 

Paternity E"tablisllllvvnt: Paternity es.tablishments have im.:rcas<:d under che Clin:on 
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Administration Irom554,637 in 1993 to 903,000 in 1995. . . 

Ppvcrty: The number bf people in poverty dropped by 2.9 million between 1993 and 
1995, after four straight years lofincrcases . 

. 
VI. Other Questiuns 

Childless Adults; Most states do not provide welfare benefJts for single, childless adults. 
This population will be hit hafd hy the 3-month time limit on food stamps, Our budget would 
restOre lheirellgibility (unless;they turn down a work SIOl), provide states with funds for 380,000 " 
new work slots. and make childless adults eligible for our expanded Work Opportunities Tax 
Credit. which gives employers

l 
a 50% credit on the 'first $1 OtOOO in annual wages. 

. I 
·Qtianizing CEQs: Eli ?cgal has dmficd a strategic plan for a non~profit organization to 

recruit businesses to hire people off welfare. He will send us a copy after his board approves it 
next week. Eli win probably ~rve as president of the organization, with most of the CEOs you 
met as a governing board. 

Q..rg@izing NOll-Profits and ReligiQUS Organi~li.w.lli.: We have spoken with Maria 
Echaveste about the need for alfuH~time staffer in Public Liaison to organize religious 
institutions, non-profits, and businesses to move people. from welfare to work. 
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iune 17, 1996 

MEMORANDUM FOR TIlE PRESIDENT 

I 
FROM: 	 Bruce Reed 

Rahm Emanuel 
I 

SUBJECf: 	 Background Q!l Tuesday's Welfare Refonn Executive Actions 
I . . 	 . 

In Tuesdayls speech to the American Nurses Association, you will announce executive 
actions to reform welfare and strength~n child support enforcement. These steps wiU add to 
pressure On the Congrcssionid leadership to stop holding welfare rcfonn hostage, On 
Saturday, Anncy hinted that IRepublicans might ahandon their Medicaid poison pill strategy 
and send you a stand-alone \velfarc bill. 

I . 
You are taking executive action to carry out two important chUd support enforcement 

measures that have always b~en part of your welfare reform legislation: First, a neW program 
to check new-hire infonnation from 25 states to catch deadbeats who move from job to job 
or state to state; and second.la new regulation requiring mothers to name the father before 
fhey can receive welfare. T~e Administration will also grant a waiver to New Hampshire, 
which means that 40 out of 50 states nave received a welfare reform waiver on your watch. 

Tracking Deadbeats IAcross Stat. Lines and from Job to Job: As you know, 30 
percent of child suppqrt cases cross stare lines ~- and the easiest way to get out of 
paying child support is to move from state to state and job to job. Twenty-five states 
already require employerS to report new hires, and use the information to catch parents 
who owe child support. [n Washington state, this program leads to $20 in child 
support collections fo~ every dollar spent. Under our new program! those 25 states 
can send us new hire information, and we will match it against a list of delinquent 
parents from all 50 ·states. [f Congress passes welfare reform, new hire reporting will 

. become the law nationwide -- a provision which has always been in our welfare bill. 

Stricter Paternity cJopentioD Re~Uirement: You are directing HHS to issue new 
regulations requiring ~elfare recipients to identify and help locate the father before 
they Can receive wclf~re. The new regulation requires mothers to name the father and 
provide one piece of identifying infonnation~ and requires states to refer applicants to 
the child support agen~y within two days to begin paternity establishment efforts. It 
includes a good cause!exemption in cases of rape or threat to the mother's safety. 
Under current law, the standard of cooperation is much lower, and rarely enforced. 
This provision has alviays been in our welfare bill as well, and builds on the 1993 1n
hQSpital paternity establishment program -- which nurses have run with great success. 

I , 
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