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111 tblh,lW up tQ Qur c:ouvtrnlstion this morning" here's Whilll'~e round out: 

Ari is working on a I~tter by Oillt;rith, Armey, Shawand Archer ror 
"'leosetoday ",siag the !'residant to ,;en Ihe W-2. ' 

The Speaker'~ offlet: is workiTq;: on 11 pn:ss conf'crcnte tomonow with th!! 
GRepublican mtnIb"", of the WI deleg..;on on ,he W-2. 

They would like us to help drive the pmi$ un this. eilhef thmuglt a R(;A letter 
to the Pl'c.~idenl and/or a new .. cQnforena wilh Englei'. Other thQught, aro welcome. F o.r 
instance, I am !jute the RN(~ wOf,lld appresiate it i.fGovernor Engl.e.r oould C\il an iiCtwulty 
today on the topic. (Tet 2Il2/S63·8SS0. """ for Sean,) 

i\rChcr is !lOt in Inwn unliliut. wday; Shaw iB expo<!Cd around 2:30 p.m., •• there 
is a possibility ofa late news conC<,rt:m;.c: with Shaw and Engler. 

The RNC is putting out talking points/Haley is g()ing ~u do a statement, a'\king 
wbat kind Qf"nw'lloaJo<:r.t ., ~;II Clinton" Is b~ • new Democrat, one that will join 
til. GO D.... in the HO\I... wi", ""led ror W-1, or i. he really an old Libenll D=crat 
who willllght reform? 

PI~ let lU\l' know your thoughts on letter undior news c;ol1:&ccnec. Thanks! 

C(j; Mu.rg<U"et Dwyer 

:uo ~lNI' 9mf:r:r. $Qllf'ltt:IW. W",'\tIING1'ON. a.C. 20003. (202)863-SSa? .. t-'J\X (202:166.3-8659 
P.h,l (or by lhe RCJntbUr.JU Govtnmr.. Aa/IoI;'lallan 
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chris: here~s what i want to use. thanks, hilary
J 	 - .(~J.. -4j ~--s.:> 

"'ile I re very e19s"~ ~ ....a...:!J..e..1}are deal and we strongly feel you 
shouldn' t hOld~ra~nostage to )(iisagreements over 
Medicaid.h 	 r~ .. ( 

r- 
or 

\.. 	 'Our s~o~ message is lee's move forward on welfar~'a 
get ·t.R~ii )~ing done, let:' e not hold welfare hostage to ~ 
Medicaid and political games,n 

I 

! j, 
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1'llG'!, 	 Robert Rector's testilrony before the House Subcarrnittee on lIu""n Resources of the 
Ccm:nittee, on Ways and Means. 3/12/96 

ISN'T Low FAMILY INCOME THE REAL CAUSE OF PROBLEM 
BEHAVIOR? 

A eonunon liberal beliefis tlmt most sOcial and behavioral. problems an:: the_ 
n::sutt, not of collapsed family structurc, but aflow family income. According 10 this 
theory. crime and other d.ysfUnctional behavion emetiC in )'ouna: people raised in single 
parent homes•.QQt because of the: absmee ofthe biological father, nor because of the 
norms 'within 1M family. but simply because single parent homes, on average, have 
lower incomes, Sin<'.e a lack of monl:)' causes development problems. sw::n problems 
can be reduced by providing ever larger we1:t4re payments to sin&1e mothefl, 

This belid tan ""ily be _ by applying bisroriealpenpeetive. The typical 
fami)y In tM: 1950', bAd; an meome routhly halfofthat ofsimilar flll'nUy today. atier 
adjusting fur inflation But no om would really expm children raised in the i 9S0', to 
exhibit greater criminality. sexual promiSCuity, and behavior problems simply bcc3W1e 
their farnilies: had les, income. Similarly. the typical. family living in the 1~20's W&!.. 
":poor" by todaY'$ ~ adjusttd for infIwmt. But lack ofincome did not generate 
en:attr behAvionl :problems among children ofthis emic:r period. 

Two principles seem to Ilpply. First. children benefit grell1ly from the presence of 
a biological father and mother united in marrla:ie. Second. in addition to famiJy SinlCturc, 
it bthe nonns within the family (and: also with he surrounding community) rather than 
income that make the djf'fcrcnce in children' • lives:. . 

, 

Finally. thmc is no credible mdenee to suppOrt the beliefthat arteropti.ng: to raise 
tilt inwmes of single parent home through mote generous welfare benetlu will generate 
positive ouwcmes: in children's dev<:lopment. Instead, more gcnetoU! welfare promotes 
great« Mile pamtthood and depen4cnce, both ofwhich have a sharply negative effect 
on chillhn's wc1l~bei.ng. In order to help children we mu,t feverse the current national' 
trend in which ~n weater numbers: of children art being raised in welfare dependent 
IItnsie parent homes. J 

POLICY RECOMMENDATIONS 

TIle primary goal of welfa.~ reform must be toreduee iUe&itimacy and ID save 
~e. This will not be easy. OutC1.1fTetlt wt'lfare system is like a giant ocean liner 
bound on a 10CiaJly destructive cout'Se. It win take years to stop the behemoth: and 
revew: diRctiOll. For example. even under the oonf'cmtce welfare refonr. bill. passed by 
Congress, the federal and state governments \\IOuld spend nearly a halftrimon dollars. 
over $Cwn yem. to $Ub.$ldize and suppon iIIeeilirnacy and single parenthood through 
multiple ~lfate benefits, dJy-carc, job training, and {)thcr services. Under the 
Cclngreuional plan. iovemmenl would spend $1,000 to subsIdize single parenthood and 
illegitimacy for each dollar spent to reduce illegitimacy. 

However. the conference bili, enacted by Congress; did takC some initial firSt 
steps to comNt illegitimacy. CODgte$$ should be commended fOr its leadership; 
unfortunau:ly \bc ptuideru vetoed that bill. In the future Congress should broaden and 
improve itS efforts 10 deal with ilJeg:itim&CY. Steps which should be taken include the 
ioUowina· 

L 	 Congress should clearly identify reducing lUegitimae>' as the key aoa! ofwe:lfare 
monn and ,hould usc: the buUy pwpit 10 publicize the issue. 

Jl Robtn k«llor, "Why Cuns:ren Must Rdi:mll Wtlfirt". Hcdw¢ Fpgndallgn Bo,.--kWltrlld¢r, No. lOU. 
~-.-- .... ' ."". 
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SECTION: BACKGROUNDER; No. 107S; Pg. 1 

LENGTH: S3GS words 

HEADlrTNE: jo,'SLFARE RI;:FOR.."'1 FRAUD ONCE AGAIN: EXAMIN::NG THE NGA WELFARE PL.AN 

BYLINE; Robert Rector, SeniQr policy Analyst 

BODY: 
rNTRODUCTloN 

The National Governors' Association (NGAi La proposing a new welfare reform 
plan, and Congress has initiated hearings on the governors' proposal, 
Or.fortunately, this proposal, crafted by NGA bureaGcrata and borrowing 
signilicant elements from President clinton'S welfare reform schemes, is another 
blueprint for flawed welfare reform. 

Members of congress should realize that the NGA plan repudiates most of the 
key. elements of the Contract With America proposed by conservatives in the fall 
of 1994, The Contract contained a soad, co!!',prehecalve welfare reform based on 
:hree themes; 

• A national geal of r~ducinv illegitimacy and establishing a number of 
modest national policies to advance that geal; 

* National work requirements for AFDC {Aid to ¥amilies with Dependent 
Children) recipients, and 

* Greater flexibility to state governments in the operation of welfare 
programs. nl 

01 Newt Gingrich, Dick Armey, and the H¢uue Republicans, The Contract ~ith 
America, Republican National Conmittee, 1994, pp. 65-77. 

The House/Senate conference hill passed by congress, and vetoed by President 
Clin,:on on January 9, retained these three basic, elen-ents of refortl\, albtiit with 
~he pro-~arriage pr~viaions weakened. But the NGA plan effec~ively eliminates 
the first two principles of reform. 

Decision makers enticed by the NGA' & "bipartisan" reiorw. package wou:'d do 
well to remember history, America supposedly ended welfare j~st eight years ago, 
when c~n9ress in 1998 passed a comprehensive ~bipartisan" reform which promised 
to replace we:fare with work, This so-called reform, also predominantly shaped 
~y the NGA, turned out to be A sham: oaycare spending soared; welfare caseloada 
3xyrccketed; even today, almost no welfare recipients are required to work. With 
:he NGA hure*ucracy again in th~ lead, hi$tory i$ aboyt to ~~peat ie.elf. 

, ' . 

The NGA plan is heavily flawed in four key, aspects. 
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l} The plan abandons the welfare reform goal of reducing illegitimacy. NGA 
officials have completely ffiisdefined the real goal of reform. Their plan 
explicitly abandcns the goal of saving marriage and reducing illegi~imacy, which 
wag the number one welfare reform plank in the Con~ract With America; the shift 
is so complete that the governors' policy declaration does not ~ention rising 
illegitimacy even as a minor social proble~, let alone propose a reform 
structure to deal wi~h it. 

2) Tbe plan eliminates all wor~ require~~nts for AFDC recipients. The plan 
drawn up by the NGA bureaucracy completely guts the work requirements from the 
Houae~Senate conference bill a~d substitutes bogus requirementa designed to 
deceive the public while preserving the status quo. The work requ1re~ent6 in the 
NGA plan are far weaker than those in the Democratic alternative billa supported 
by President Clintcn, S. 1117, introduced by Senator TO!!'. Oaschle {D~S:>} in the 
Senate. and the amendment t:o H,R, 4. in~rodut:ed by Representative Nathan Deal 
!D~GA) in the House. In ~act, under the NGA plan. no welfare recipients will be 
required to work, 

3; The plan has a pervasive anti*marriage bias. Since the NGA bureaucracy 
rejected reducing out-of-wed:ock birth races as a refor~ goal, it is not • 
surpriSing tha~ ~he p!an is indifferent. or effectively hostile, to marriage 
throughout, To the ~~tent it modifies the cor-ference welfare bill passed in the 
House and Senate, the NGA plan sY6~ematically discriminates against marriage. 
Further, it would penalize financially thos$ states which pursue it pro~Ir,arriage 

welfare acrategy and reward those which concentrate on the narrow goal of 
providing job-training and er.-,plo:yment to single mothers. 

-4) The plan embodies the clint.on Administration's Mreform" structure. The NGA 
pl~n incorporates many major elementa of President Clinton's antt-dependency 
plans. As such, the governors I propoaal encourages states to pursue the least 
efficient st.rategies for reducing welfare dependence and penalizes states that 
pursue efficient plans. 

ABANDONING ~ARRIAGE 

The moat important element of any reform plan is the gQal. If the soal' is B~t 
properly. all other elements eventually will fall into place. rf the nation seta 
the wror.g goal. no arr,ount of tinkering will hslp. The number one goal of 
welfare reform must be ':0 save r.\orriage and reduce illegitirr,acy. All else 'is 
secondary. Sett~n~ a clear, paramount goal of redu~ing i:le9iti~acy also serves 
a public education function: It frames the debate, alerts Americans to what is 
truly important, and establishes social e~pectat1ons. 

The governors' proposal is III "faUure because it sets the wrong goal, NGA 
officials declare ~hat there are three ·crucial elements" of real welfare 
reform: 

• providing mere government~funded daycara; 

•• lncreasi~g child support payments from absent fathers; and 

• trnposing time linits and work requirern.ents (with gaping loopholes) for 
Itelfare recipients. n2 

http:clint.on
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n2 Statement on ~Welfare Reform" as adopted by the governors on February 5, 
1996. 

The rise in il!egitimacy and the collapse of marriage do not even merit a 
concerned comment, let alone ~g9ressive policies, from the NGA, 03 

03 In an February 29, 1996, artic::'e in tn. Was:'ingtop Times, entitled "Can 
Welfare Reform Survive Friendly Fire?~ Robert Carleson maintains that t~e 
National Governor.' Association did not ignore tbe catastrophic rise in 
illegitirr,/!loy, Carleson citetJ Ufindings~ contained in the welfare legislation 
p~ssed last year by Congress and vetoed by ~resident Clinton. The findings say 
that illegitimacy is harmful. It is importan~ to note, however, that these 
findings are merely rheto~ical and are not linked ~o policy, It is true that the 
NGA. as A practical matter, used tha conference bill passed by Congress as • 
textual base and amended it to produce its own proposed policy. But one can be 
quite certain that nc governor actually looked at the huge conference ~ome, and 
it would he very surprising if any governor was aware of the few paragraphs of 
legally irrelevant "findings" kr.lried deep within the fiSO-page conference 
do-:ut'l'umt. Certainly no one at the NGA seems to have regarded these forlorn 
paragraphs as important. All one need do is lis·ten to the NGA's own words. I~ 

its official statement of poliey, reducing illegitimacy is not ~entioncd as a 
goal or llcr'..l.cial element:" of reform, and :.:he NGA, of course, I\'tni(es not the 
slightest reference to the "findings" on illegitimacy, 

Thus. over the last year, the foc'..ls of ::ha wel!are debAte hae undergone a 
radioal metarr~rphosis, from combating illegitimacy to providi~g pUDlic support 
services to an ever-eXpanding population of single tn¢thers" Eschewing the issue 
of illegi~imacy, the NGA plan inatead appears as a preparation for a future in 
which marriase plays a sharply direiniahing role in Ame:ica, and the governmer.t 
is heavily involved in meeting the needs of an ever-growing population of 
single-parent families. The triumph of libera:s on this aspect of the debate has 
been complete; righting illegitimacy is "out, ~ and funding government daycare' is 
~in_ ~ 

The. governore 1 plan, borl;'owing heavily from the "reform'" sohemes af President 
C:inton and other liberal proposals. dove~aila neatly with the interests of 
America's enormous welfare bureaucracy: an industry that thrives on Bocial 
decay, While the plan wil: trim the growth rate in welfare spending slightly in 
the near term, by falling to deal with ballooning rateS of illegitimacy it sets 
the stage far an unavoidable and explosive rise i~ welfare and social service 
spending in t~e future, 

Nor are the governors alone, ,U!'ider its recently passed version of welfare 
reform, the Republican~ccntrolled Congress has c~-~ltted itself to spending 
nearly half a trillion dollar&, over the next seven years to sub$idi~e and 
support illegitimacy and single parenthood throvgh mulelple welfare benefits, 
daycare, job training, arA other services. Under the congressional plan, 
;;cvernment will spend $ 1,000 to &t=.bsidize single parenthood and lJ 1.egit1\'ll8cy 
for each do1.lar spent to reduce illegitimacy. 

The ~G}\ welfare reform plan will distort: these priorit'ies ever. further. When 
the duet set~les on welfare reform, even token efforts to fight illegitimacy 
~:11 have fallen by che waY$ide. 

rhe cris is of Illegitimacy 
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But decisive action to deal with the collapse of the family is urgently 
needed. Last year, nearly one-third of American children were born out of 
wedlock. Even worse, ~he illegitimate birth ra~e continues ~o rise relentlessly 
-- by about one percentage point each and every year. Within the black 
Comtllun:'ty, the out-of~wedlock birth rate is now 69 percent_ This figure astounds 
even Senator Paniel Patrick Moynihan (D~NYl, who first issued hio prophetic 
warnings about the erosion of marriage among blacks in the early 1960&. 
Moynihan'S warning was vilified at the time, but the breakup of tho black family 
and the accompanying social calamities have far outstripped hie worst 
nightrr,ares, 

Ominously, the illegitimate birth rate emong whites now is edging toward 25·· # 

percent ~- almost exactly equaling the black rate when Moynihan first raised his 
alarm, The white family is teetering on the same precipioe, heading rapidly 
tovard the same lethal decomposition that devastated black comm".1gities in the 
late 19£09 and 1970s. 

The collapse of marriage a~d the concomitant rise in illegitimacy together 
form the mHooer one preble!!, facing America; family collapse is the root cause of 
other Bocial problems, such as poverty, crime, dr4g abuse, and school failure. 
n4 Some reasons why: 

• Children hom out of wedlock are seven times more likely to be poor than are 
those born to couples who remain married, 

nt See P~triek F. Fagan. ~Rlsing Illegitimacy: America's Social Catastrophe.~ 
Heritage Foundation r.Y.I. No. 19. June 29. 1994. See also Patrick F. Fagan, . 
~The Real Root Causes of Violen~ Crime: The .Breakdown of Marriage, Far..ily, and 
community," Heritage Foundation Backgrounder No. 1025. March 17, 1995. 

• Girls raised in sir-gle-parent homes on welfare are !ive times more likely 
to give birth out~of wedlock themselves than are girls from intact non-welfare 
families. 

• A boy from a single~parent home in the inner city is twice as likely to 
engsge in crime as a similar boy who is peer "but living with a father and a 
mother. 

Some would argue that federal ace ion on illegitimacy is unneeded: If left 
alone, the governors will tackle the problem on their OWO. B~t the gove~nors' 
silence speaks volumes_ Few, if any, governors have made reducing illegiti:nac:y a 
central theme of reform; most are reluctant even to mention the topic. By 
refusing to acknowledge or mention the collapse of marriage. ~he governors are 
impl~eitly condoning and (through inaction) ultimately promoting the 
skyrocketing riee ir. illegitimacy. They are embarked on a path which will lead, 
in the ncar futUre, to half of all children being born cue of wedlock and raised 
in government-supporeed dayc:are centers. Thi$ ia not reform. It is a national 
disalJter, 

The goal of welfare re~orm must be to save marriage. But the govern~ra, hav~ 
formally stated that promoting marriage and reducing illegitimacy is not a 
mea~ing£ul part of their reform plan, If the House and Senate adopt the 
governors' plan, they will have agreed with teem and will have abandoned even 
token efforts to stem che rise of illegitimacy and decline of marriage in 
~~rican society. 
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THE NGA' S SHAM WORK REQUIREMENTS 

Nearly 30 percent of ~~rican8 believe that welfare recipients should he 
required to work Cor the benefits they receive. In response to this public 
pressure, the U.S, welfare establishment Gas a simple sclution: sham work 
requirements that create the i:lusion that beneficiaries must work w~ile, in 
fact, few actually do. For example, as part of the 1988 welfare reform (the 
Family Support Act) che public was told that ·we:fare will, be replaced by work," 
But the NGA opposed real work requirements. As a consequence, the reform. 
enacted by a nearly unanimoue bipartisan vote in the Sena'.:e, was a shar.'l.,Daycare 
fur-ding exploaed. AFDC caseload grew by some 30 percent, and today only some ·2 
to 3 percent of AFDe recipients actually are required to work. Hiscory is about 
to repeat itself. 

A major provision of the conference bill passed by congress is a req~irement 
chac some AFOC recipiencs must work. n5 Section 407 of the bill requires certain 
percentages of the AFDC caseload to work for benefits and provides a fairly 
tight definition of work. However, even these work participation requirements 
have loopholes. For example, up to 20 percent of those counted as working can be 
in vocational education instead. n6 

nS Some of the Ifwork" requirements in the conference bill <lIe il1c.6ory; for 
example. individuals whe have received AFDC for over two ~ars are req'.l1xed ::'0 
Ifwork," but a state nay cou:;t one hour of job search per year as ~working." 
These "requirements'! are very similar to the c09:':ietic provisions of the sham 
reforit',ot 198:B. However, the work provisions of Section 407 of the bill are 
q'.lite dHfere:It, acd for the first time in the history of AFDC, require tl 

cert&~n percentage of recipience actually to work 

n6 Another loopr.ole permits states to subtract women with children under age 
one frolT, the deno:ninator for purposes: of caloulating their work participation 
rate. Such women ~ompriBe about~ 10 percent of the AFDC caseload; excluding them 
from the caseload count effecti,vely cuts the required work participation. rates 
by 10 percem:, 

The followi~g table shows the nominal work participation rates in the 
conference bill anc the real rates, onoe locphol~G are taken into consideration. 
YEAR Nominal Participatit'Jn Rates Real Participation Rates 
19ge 15\ lO,St 
1997 lOt 14\ 
11)98 25t 11.5% 
1999 30t 11\ 
2000 24.5\,.. 
200l 40. ".2002 SOt 35' 

Moreover, in the typical state, some 10 percent o~ AFOC recipients already 
are employed, voluntarily, in part-time job$ and can properly be counted toward 
the state work requirement rate, This means that. in the typical state, only 25 
percent of AFDC recipients would be required to work by 20n2. 

Even this rate is far too high for the NGA. While =he NGA proposal nominally 
accepts the work participation rates from the conference report, the plan 
actually incll.:.des a cavernous loophole which effectively obliterates a:l work 
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re.qUirement.s. The NGA proposes to count routine caseload turnover toward the 
work participation rates, ao any AFDC recipient who ever ohtained work and left 
AFDC could he cou:lted toward the parl:.icipation requirement. It is important: to 
note that there alwaya has bec~ a considerable tur~over in the AFDC caseload. 
Uundreds of thousands of recipients obtain jobs and leave AFDC in any given year' 
as an equal or g~eater number of persons enroll, This routine turnover occurs 
even when total AFDC caseloads are ri3i~9 rapidly_ The governors wish to he 
given credit for this automatic tarnover and to po~ray the status quo as 
suc~e&Bful reform. n7 

n7 lt is important to understarA the distinc:ion between routin~ caseload 
turnover and n~t caseload reduction. With caseload turnover, a certain number of 
per$ons leave the welfa~e roll& bu~ an equal Or greater number ecter; the total 
size of the caseload remains the aame or i~ereases. W~th net caseload reduction, 
the actual number ot persons on welfare declines due to A drop in enrollments or 
an increase in exite which exceeds new enrollment.s. Caaeload turnove,Y is 
omnipresent and ~eaningless; it noe a valid measure of success in reducing 
dependence. Caseload reduction ,is difficult to achieve and has rarely occurred 
in ~he hi~tory of AFDC. The goal of welfare reform i~ not to inerease the number 
of persons cycled through the welfare system (although the welfare bureaucracy 
would like such a goal); it is to reduce the level of dependence. caseload 
reduction is a proper measure of that goal. The House-Senate conference bill 
estab:ished performance standar~s which gave states proper credit for 
anti~dependency efforts which resulted in rea: caseload reduction, but not for 
mere turnover. 

By claiming credi~ for individuals wto have obtained a job and left AFDC 
during the last 2,4, months, a governor could autou4tically cbtain a work 
npa~ticipatic~ rate n of roughly 40 percent without in any way altering the 
existing welfare system, nS Nearly all states would be able to meat their work 
requirements for the next seven without the least change in the status quo. 
ThUS, the NGA bill is almost a perfect repeat of the bogus 1988 reform, Once 
again, corr.plicated ShAr:t work requirements -will be substituted for the real 
thinS· 

nB NGA bureaucrats in fact· are demanding any individual who has ever obtained 
a JOb and left A~C b~ counted toward the state's work participation rate. The 
figures become very compl~x since these individ~ala would be counted in both 
numerator and denaminator for purposes at caleulating the participaeion rate, 
However, th~ bottom line is simple: Even if cAseload turnover ~~ly for the prior 
six months 1s cO'.mted, the actual work standards in the bill would be gutted, At 
least through the end of this century. 

Not surprisingly, the Clinton Administration is entr.usias~ic about counting 
normal caseload turnover as hwork. II Very sir.,ilar "credit for turnover" 
provisions played a key role in the Oemocrati~ alternative reform legislation 
rejected earlier this year in the House and Senate. Congressional RepublicBnh at 
the time denou~ced these provisions as a crude effort to deceive the vo~er$. It 
would be'ironic if a Republican~control1ed congress now embraced the same 
deception. 

BUT ISN'T ENDING AFDC ENTITLEMENTS TH€ KBY TO REFORM? 

It is true that the NGA plan does end the entitlement status o! AFDC and 
elimin~tes many o! the ~nnece&sary restrictions ir. the existing AFDC code, 
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the~eby 91ving greater flexihility to the states. n3 Replacing au!omatic 
entitlement funding with,bloc1;;,gZ'ants also imposes grea::er fisca: discipline on 
each state. Under the current entitlement system, when a $tatA expands i~o Arne 
caseload, it gets an automatie increase in feder~l AFDC funds_ If a state 

• shrinks its caseload, its federal funding is cut. If the, current automatic 
entitlement funding mechanism were replaced by a block grant system, each state 
would be given a fixed amount. Since the block grant'amount would not expand 
automatica!lY,if a ~tatels AFDC caseload grew, a block grant funding system 
wO'J.ld give states a greater incentive to curtail caseload growth, 

:l5' I::l par';.icular, ,:r.e· p:an wO'Jld eli::linate the current JOBS program, which 

has made it difficult for states to operate serious workfare programs. 


The current en~itlement nature of AFDC is objectionable and should be 
eliminated. However, eliminating entitlel'l".ent status alone is not reform. or even 
a small part of reform., The impact ot eliminating the entitlement nature of AF!JC 
has been greatly overrated, Under the current funding system, states must match, 
federal AFDC funding in the state (generally the state pays 40 to $0 percent of 
total AFDC costs witr.in the state). Thus, stat'es always l:ave had a strong 
financial incentive co ourtail AFDC caseload growtc; t~i$, however, has not 
prevented the program from swelling to ctc poine wr.ere one out of five children 
receives benefit's each year. 

~ere ~ave been recent efforts to exaggerate t~e importance of ending AFDC1a 
entitlement sta~us. FlOr example, it has beer. claimed that ending t.he ent~itlement 
status and "block granting" were the only welfare goals of the Reagan 
Adminiijtration. This is misleading. A hallmark of welfare policy under President 
Reagan was the effort to establish national work requirements for welfare 
recipients. Billa to accomplish this aim were introduced yea~ after year during 
the Reagan presidency. 

In real! ty, el il'".inating MDe entitlements would have only a modest effect on 
reform. Other far more significant factors b shaping reiorlt'. at the etate level 
are the overall fra~in9 of the welfare deba~e ar-d the shapi~g of public 
expe~tations; the actual goal of reform in ene mir-ds of deci~ion makers; the 
~~ntun of past policies; the vast influence of ehe state welfare 
bureaucracies; and the explic~t goals, incer.tives, arA re~irementa established 
by the federal government, nlO 

alO However, aome proponents of the NGA plan· regard ending the entitlement 
nature of AFDC noe only aa the moat important, but ~$ th~ only acceptable 
element of reform. Such individt;als tend to adhere to the philosophy of "value 
neutral revem:.e shar1ng," TInder this doctrine, the federa.l government should 
collect the revenue for the welfare systerr. and hand it over ~o state governments 
vit~ no requirer.,er:.t other than that the funds be spent to aid the poor, 
Accordi!lg to' ·this :'l.arrow doctri!'le, O'.CIst cf the lo{e: fare provisions of the 
Contract With America (and &specially these ~eal~ng with work and illegitlmacy} 
are not on~y cnnecessary, hut ~lso highly cbject~onab!e. ~rom this perspective, 
"success" in welfare reform necessarily means opposing and eLiminating ~;ost of 
the Contract's welfare provisions as unwanted impediments on the states, Not 
surprisingly. the NGA plan draws very high praise from adherents of this view~ 
However. this seems to be a perspective which is not widely shared. 

CTHE~ PROBL~~S WITH THE NGA PLAN 

, . 



'ft202 690 5673 HUS-PUBLIC AFFAI ~010G4IIO/98 

PAGE 2S 
Heritage Foundation Re~orts, March lB, 1996 

The governors' plan would create 4 huge performance incentive fund, costing 
roUghly $ £ billion over the next seven years, This fun~ -- a cencral featur~ of 
the clinton reform strategy ~~ would provide cash bonuses to states which have 
higher races of AFDe mothers obtaining jobs. This is a very limited and 
illogical measure of success. For example, ir.creasing marriage and reducing 
out-ofwwedlocJ( births would have far more. beneficial e!fects -on children a.nd 
society than ~erely increaeing employment of single ~otbers. But the ~GA plan in 
indifferent or ~o$tile to the issues of illegiti~~cy and marr1age. 

E.ven from the mOt'8 limited perspective of reducing welfare dependence" th'e.... · ... ' 
NQA p:an :!.S illogical. Welfare dependence can be t'educed by six means! 

• Reducing illegitimacy; 

• Reducing divorce; 

• !nere~$in9 m~r~iage among women who have had children ~t of wedlock but 
have not yet enrolled in welfare; 

* Encouraging single mothers to take jobs before they enter AFDC; 

• Increasing marriage among welfare mothers; aud 

• Having welfare mothers obtain joba~ 

Employment of welfare mochers ~s, in fact, the least effective of these six 
mechaniems for purpoaes of shrinking dependence, reducing child poverty, and 
e~~ancing the well-being of children. However. employing w~lfare ~othere is the 
mechanism which least dis~upts the ideological status quo and it is attractive 
to the huge welfare bureaucracy, whose material interests require a growing 
population of welfare recipients needing ~~re and more services, such as daycare 
and training, Hence. deISP.h.e itji irrationality, the employment of welfare 
mothers remains the almost exclusive focus of the NGA plan, 

The NGA plan thus is narrowly focused on the least effective means of 
reducing dependence and the one whioh is lea~t beneficial to children. Under the 
proposal. states which concentrate on other Aspects of reform would bear a heavy 
financial pennlty. B,...t hy encouraging states to :;ocus on the least effective acd 
least desirable means of reduci~g dependence, the governor's plan actually ~ill 
slow the reduction of welfare dependenc~. nl1 

nll It cou:d he argued reasonably that the rewards and ir.centives provided in 
the NGA plan are irrational but that this fact is of lessened importance beCAuse 
it is greatly outweighed by the impact of removing the AFDC entitlement fUnding 
mechn~iem. In this view, giving each state a fi~ed-eum block gra~t createe an 
implicit fiscal diSCipline which will drive states ~o pursue rational means to 
red~ce dependency, irrespective of the explicit, contrary system of goals and 
bonus incentives. However, in the experience of this writer, explicit goals. 
reform concepts. and rewards playa very large role in sbaping ~he outlook o! 
state~level bureaucrats and decision makera, a role which greatly outweighs any 
impl:i.ci t fisca 1 irr.petus. 

Revards :or Bogus ~Succe$$N 

http:impl:i.ci
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The NGA'IlI focus on "exits from welfare, '!l borrowed !rom the Clinton 
Ad~ini5tratior., is illogical. The evidence indicates that serious work 
re~uirements have their a~rongest impact nat by e~couraging people to'leave 
wel!are, but by reducing the number of persons '",ho bother to apply for welfare 
in the first place. similarly, a state which restricts wel!are entry to the 
truly needy (those who are the least able to supporc chew3elvea) almost 
certainly wi!l have proportionally =ewer ~exits» from the welfare caseload than 
would states with more liberal entranee standards. 

Tr.e entire notion of measuring success in wel!are by caseload ex~ts makes no 
se~8e, _It is like measuring success in the war on drugs not by a decline in drug 
use, but by an increase in the number of persons passing through rehabilitation, 
or jt:.dginS the nationls health by counting the number of GucCesaful exits from 
hospitals -- a criterion which might be popular among hospital"adrr.inistrators 
but would make no sar.6e for society at ::arge. 

Moreover, there is Iltt~e relationship between ~employme~t exits~ and the 
!evel of welfare dependence or caseload size. In the NGA plan. ~here ~$ no 
requirement that "successful" states actually lower COiseloads. States would "be' 
rewarded for "success W even when their caseloads were consistently growing, If, 
for example, the NGA rtperformance incentive fund~ had been created seven years 
ago, states automatically would have been rewarded with billions for "succe$$,~ 
year after year, while their AFDC caseloads were growing between 2S and 30 
percent. unfortunately, the creation of bogus measuremente of successful reform 
is. no accident -- such measures a.re a key element ::'n the welfare industry's 
strategy to foreetall real change. 

~~ti-Marriage aias 

Even from the limited perspective of promoting welfare exHs. the NGA plan is 
inconsistent. The NGA bureaucrats would reward state;;; when a single mother gets 
,a job and leave.!'; welfare, but give no reward if a mother marries and gets off 
welfare ~- even though the m~rriage is far more effective in reducing long~term 
dependence and poverty, In keeping with tbe p~vailing ideology of t~~ nation's 
welfare establishment, the NGA plan in heavily biased against warriage and 
focused on obtaining employment for single ~other$, 

Ko Real Money for Re~ucing Tllegi~inacy 

The vetoed Hause-Senate conference bill did contain a fund to reward"atatea 
which reduced illegitimacy withcue increasing abortions, and the RGA plan 
:reta::'ned tilis, Hcwever, it is useful to CCl":'.pare this illegitimacy reduction 
bonus fund .....ith the NGA'a "p(n:fc~ance incentive func, " which rewards the 
emplcyrr.ent of MOC mothers. The perfortt'.ance incentive f'...I...:1d rewards states or. a 
comparative or re:ative scale; states.would be ranked, and states with higher 
empl::>yment records relative to other states would be 9h~n substant.ial bonuses. 
Such a comparative r~ward system creates automatic winners I cash incentives will 
he paid out aut-otrAtically under the plan even it the overall level cf ree.l 
performance remains the same or deteriorates. 

By contrast, the illegitimacy ratio bonus fund is linked to ab6c~ute ~~ not 
relative -- performancA, so a state must achieve a real reduction in its 
ill~gitimacy ratio (the proportion of births which are out of wedlock) in order 
cc receive a reward. The requirements are very difficult to achieve -- so much 
eo that little or no bonus money actually will be paid from this fund. 
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The NGA thus has adopted VEt~y tough ~bsolute standarde for rewarding 
illegiti~acy reduction but lax co~parative standards for rewarding emplo~ent.~~~. 
Yet tr.e latter standards guarantee winners. conseqClently, under the ~GA plan, 
little or no mo~ey would be paid to reward states for efforts to reduce 
illegitimacy, while $ 6 };lillian in rewards wO'.lld be given automatic.ally tor 
efforts to employ welfare mothers. Once again, ~he NQA's relentless hias against 
promoting marriage and reducing illegitimacy is apparent. 

Large Increases in Mandatory Day Ca~e Funding 

The Ro~se~Senate conference bill increased federal daycare funding by $ ~ 

billion over seven years. The NGA plan would t"e.quire another '$ 4 billion. 
OVerall, this mear.s that federal daycare funding would he increased by a third. 
States would be required to spend all the increased funds on daycare even if 
they would prefer to sper.d it on other services to the pocr. --,,~,-

Family Cap, 

'7he confere~e bil: p~ohihited states from using federal funds to give higher 
welfare benefits to women who have children c-ut of wedlook while already 
,enrolled in AFDe; states could cheese to ~opt out" of this re$trictio~ by 
enacting speci!ic legislation. The governors' plan eliminatea the family cap 
provision entirely. As u::.der ctttrent law, states could have a £a~ily cap.if ::hey 
wish. but there is r~o legal i",.petus for them to do so. n12 

n~2 under the current law, ~ state government Wvst request a federal waiver 
to enact the family cap. Under the NOA p:an, a waiver would no longer be needed~· 

The family cap is not only sound policy; it is wide:y supported by the 
public. Near::'y nine out of ten Americans '!oppose increasing a welfare (!',other's 
monthly wel=are check if she has another child out·of-wedlock. n n13 ~he 
popularity of ~he family cap is so great that t~e cl~nton Admini$cration does 
not publicly Oppose t.he P-:l'licy. Nor did the White House Cite the inelusion of 
the family cap prcvlsior. as a reason for it$ veto of the House/Senate conference 
bill . 

n13 Family Research· Council po:'l conducted by voter/consurr,er Research, 
mid-October lS95. The poll surveyed 1,000 ra:::domiy'selected American adults 
aoot.:.c their views on welfare and social issues ar.d has a margin of error of plus", , _ 
or minus 3 percent. 

RECOMMENDATIONS 

The Cor-tract With America advanced three princip2es of welfare re!o~: 
promoting marriage and red~cing illegitimacy, requiring work, and iccreasing 
state flexibility. The NGA plan abandons t~e first ~wo of these principles 
despite the fae:: that they are supported overwhelcr,:"ng:'y by the public. Re~l 
welfare reform must carry out the principles ot the ContraCt, 

Restoring a sensible deba~e on marriage and illeg~tlmacy is crucial. This 
issue has been trivial1.Z$d or ignored by tho$e pretendl.ng it is met"ely a 
q~e$tion'of whether the f~mily cap provision in the House/Senate conference bill~ 
should be retained or elioinated. In reality. conservatives have proposed near:y 
a dozen national measures aimed at reducing illegitimaoy, Many were included in 
the Contract With America, aut in each CA~e, they have been ~esisted by the 

http:pretendl.ng
http:Foundat!.in
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washington eetablishr':',ent and, on~ by one, they have been whittled away. What is 
now required is a c¢mplete reorientation of the debate back to the topic of 
illegitimacy. and the establishment of multiple measures to deal with the 
problem, 

In order to produce real reform. the following ten steps are needed. 
. , 

II Tne leadership of the House and Senate sh~uld asser~ publicly that 
reducing illegitimacy is the key goal in welfare reform and should commit to an 
ongoing effort t.o use the IIbully pu:!.pit" to raise conCern about the collapse of 
marriage ir. society. 

2) The family cap provision of the conference bill (with che opt out clause) 
should be retained in any future legislation.' 

3) The illegitimacy reduction han~s fund established in the conference bi:l 
is a 900~ idea and should he retained. However, the cri~eria for successfu: 
perfor~~nce are so strict that even those states which make serious attempts to 
reduce illegitimacy will be unlikely to. achieve them, Of course, incentive 
bonuses which .re nea~ly unobtainable are not likely to have much effect on 
state plana and activiti~$. The succees criteria for this ft:...'1d should be 
$often.ed to give states a more realistic opportu:J.ity co obtain the bonuses. 

4j The NGA psrformance incentive fund rewards only employment by welfare 
mothers, even though chia is ~he least effective and least desirable way of 
reducing dependence, The fund ,~hQuld be altered to reward a composite score of 
all of the following: a reduced illegitimacy rate, reduced divorce rate, reduced 
AFDC application rate. increased ArDC employment exits. and increased AFOC 
marital exits. Moreover, states should be rewarded only if c4seload and 
illegitimacy actually ar~ decli,ning. 

Si States should bs 9~ven the option of providing food commodities rather 
than food stamp coupons to AFDC mothers and retaining any resultant savings for 
other anti~poverty efforts, By reducing the attractiveness of the welfare 
life-style, this policy has the. potentia.l eo greatly reduce future 
out-af-wedlock births. 

G) The amQunt of funding in the conferer.ce bill's abstinence progra~ should 
he increased from $ 75 million to $ 200 million per year in any future 
legislation. 

7i Each state should be required to submit a plan showing how it intends to 
reduce illegitimacy. 

6) Within the existing AFtC program, a new set-aside fund should he 
estab:ished providing $ 300 mill~on per year f~r states to devise t3eir own 
programs to reduce illegitimacy without increaeing abortion {with firm 
eValuations required) . 

g) The work requirements in the conference bill should not be weakened or 
undermined through the governQrs' propos6l to ccunt employment exits, 
Performance goals should not be linked to exite in any way, since the beat 
reform scheroes will reduce enrollments rather than increase exits. The hourly 
work require~ents for AFOC recipients, especially AFDC~UP fathers, should not·be 
reduct:d. 

http:conferer.ce
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Heritage Foundation Report&, March 18. 1996 

10) Under the bill, daycare funds could be spent only for daycare even if the 
governors wish to use them for other services fer the poor. This "lock in" of 
the daycan meney should be eliminated in future. legislati'on. 

CONCLUSION 

On the crucial issues of work and illegitimacy. tee NGA p1an resembles the 
Democratic alternative bills introduced in the: HO'.lse an:i Senate txuch more 
closely than it does the original Contract with America. Indeed, the work 
requirements in the NOA plan actually are weaker than those in e~ther Democratic 
hill. 

The welfare "reform~ proposed by the Nation61 Governore' Association is, in' 
reAlity, ~n anti~re!orm, the NGA has abandoned the goal of saving ~~rriage and 
reducing illegitimacy. Instead, NGA officials call for a massive investment in 
government daycare for an expanding population of Single-parent families. The 
NGA seeks to abolish the work requirements in the conference bill passed by the 
House and Senate and to substitute sha~ requirements in their place. The bill i6 
biased against ~~rriage. The NGA has adopted a re~ard and incentive system which 
has as its exclusive goal t!te e':llploytT,ent of single mothers despite the fact that: 
this is the least effeccive means of reducing dependence a~d improving 
children'$ well-heing. 

Sham xeform~ such as that proposed by the NOA are very harmful. By creating 
the illUSion of reform, bogus reform r.duces public pr~s&ure for change and 
chereby helps to preserve tr_e existing syStem. The bogus welfare reforme of 
1988, created in large part by the NGA, delayed action or. real reform for n.arly 
a decade. Th~s s~d mistake should not be repeated. 

Noth~ng vritten here ie to he construed aa necessarily reflecting the views 
of the Heritage Foundation O~ as an attempt to aid or hinder the passage of any 
hi:l before Congress. 
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Jun. 13. 1996 

Th. Honoablc Newt Gingrich The Honorable Trent Loll 
Speaker ofthe House S...te Majority Lead... 
US. House ofRepl't:..enta1ives United STales Senate 
TheCapl!ol lh. C.pitol 
W..hinston, DC 1051S Washington. DC 20SI0 

Dear Sp<>ker Gingr1.;b and Majotity Leader Loa: 

As the House begiru to move forward in our promise to babnu the federal budgt:'C and 
contain th~ escalating costs ofentitlement programs, \l.'C strongly believe it is in the best intel"est 
ofthe Arnerit~aJl people to send the WelStre ltefurm bill to the President separate from ~y other 
iegist..tioo, including Medicaid reform< 

Republicans 3fld :pemocratlJ. governors and legislators have overwhelmingly agreed on 
the immediate need to pus welM rdOnn into law so that people can begin to lift themselves out 
(tfa cycle otpel'}letual dt:pend~ and into the WWkfOlCe. lhis refonn is critical to savin8 the :.< 

ohildren b<ing raI,ed in the welfare stat< and 10 briJ1jliog ,eli.f,o hald·working AmenoonJ whose 
tax dolkors fund thi. depend<noy< 

Wc%fare RefOt~n is just too important to. p.,k dcf£-at due to its conneC1ion with other 
legislation th.t ma.y not be a$ oyerwhelmiC81y supported. For those woo de> not $Uppon real 
WtlfailYReform, there should be nowhere to run to and nowhere to hide, 

We "tand t~,t.Y to work. \l,.lth you to e1'Isute!hat the Prf:Stdcnt is given the chance to sign 
or lfirto a sepru-ate Welfare Reform bll1. 

Sincetely. 

Uw.... 
Dave Camp 

P.i!2 
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REpUllUCi>.N GOVERNOl'S ASsOClAnON 
c\'Ow ~j'.a·;Rj{-..t\jS ..-;;;ot1A.JORlTY 

J""", 2.5, 199 S 


The HQn.orablu Trunt LoU Th,e. H=rahle Newt Gingrich 
&:oat.e Mlliarity Leador Speaker Ot'the Houae . 
$0230 U.S. Capillol R'23Jl U.S. Ca.pilDl
W...hington, I>.C., 2051Q W~, D.C. 2051.5 

0 .... Mr. Leader and. Mr. Speaker. 

IJl Fe:b;ruary, the r..acon's ~V(4"'tl.Ors u.nanjmpwUy agreed. on a strategy to 
reform the red.ral cash weLfare and Medica;'; pxogi-ams. 'l'hia bipa:rt;.san reform 
pi.... i. =tly m.ki.n~ it;; wa:.r ±:cu;;h CO"gr.... . . . 

We beli.';'. ~~ th:i.t welia:o =co Co re!otxll.o6 witho..~ addr••s;ng 
<ritia.! "'=,re~ ~.dieaid. Wo "'" ""n!,,!rn.eil, hGwover. that 
l.gisla.tiG" might m<\V. forward wi~,~t proT~ ·!Q.la t\Z1 overly <_pucated 
Modi"';d a.l"'tem that it~ the very families it i.a supp....d to help. 

Thare illlG qu.e.stion th.8.t ~e two l.slr'J..eS tml inextri~y linkr:d and 
emmat be separated. In fact, cOlltinucd rificity in Oll.9 pxogram diminish"" the 
value of lIexibllity in. tho otl::er.· Modi""," and c:uh well'a:. are mutually 
dependent, and !':ailure Ul ,,,,orm beth will w.cao. th.!':ailu.re to ",fom> either. 
Neither th<l .~t.ls nor the peopl. we "'present = alford to!':ail. Too lDlU1.Y 
families are dape.oding on ~: . ' 

Tbink of t.b.ose issues in at:.Qt.!;;,u way. !! you 'went to the ~ complaitring 
of che.t paWs a.nd. a brolw: leg, you wol:.l4 ex-pc-ct the doctor to·treat b.th problems. 
H.",ever, if the Cone-r....nly a<ldr." •• ",elf",. and. not ~dical:d; it wowd be 
lib s.ttin.g the. brcken le2' ao;:! ig>:;• .:i:>g the )- Ja.>1: problem. 

For =p!e. tnallY familie. ;,e,otne ".?<\nda.c.t """ wclfu-a mainly b""""•• 
they "".d the health care .overege ~.-cV'ide<l by M.<ilc.sld. At tho 83m6 time, .. 
bonier t.o la:aylng tho welfar.• roll. is th. proe~ oflosmg Mcdlcal:d cov~. 
Uudor the CUl'l"6nt .,.s'WI!, .ta~ "'0 severely li.re,it;od in. their ability to ~ 
this Catch-22 the. pe:pe1:o3t.a. d.-pe::.deure . 

.' 
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The Honorable Tl_ Lot~ 
The :S:OIlAt:able Newt Gingrich 
J\lXI8 25. 1996 
Page 2 

Re.form.i:o.l the :M:edlC3id sy.ltem c:u=:ar.s :em.ovi.:z:l.lr bW"lim:L50me federal TWee 
end poillg man> llexibility to the ""''''' to 601•• thia problom and to desigl>
i..t:u::lovativ. ways to deliver sel"Yiccs tl:3t :re.a~ ::::.o.re people. A& a result,. the :statee:. 
the federal government and client3 will b. abl. to sll:a:elhe ..at ofpro'riditlg 
Medicaid ~v.rag-e to Ill''''. worl!:i.o!; facilie.. In ad.diticn, stat. .. will be able t. 
"'" the p...,gram more eSce..tly and to thea,. the types ofeoverage that belp 
people who lleed help tho mart. . 

. 	 " 

We beliavs th3t "'=vl.og Medic:ald from the liefOrIll package will lend 
""edonee to Invalid critici6Illl! of Q\!r pia". C=tr.u-y to the defCl:ldc", of th.o status 
quo 1 the tru~ is tl::lat the: 1J.edie..aid ~.,tnlet1.lling Ad. Fote~..s V'Ullle.rabla 
Ameriean.s by: . ." 

• 	 g\laraDueing' eligibility f'Or tow inco.::r::.e prog;g.;u:.:.t women. children, 
eld.rly =d the ~.d; 

• provir!ing a ge::..e:Qus e.ct;.yn.hett.s~':.a medicsl beoefit pacltage;
• 	liIniti:o.!: prami= and ,","s:.,ha:rin.g thug... ; " . 
" 	 retaioin.g CW"'rell: law c,l..:..tsir.g home sta.nQ.a.rds and re'cpient 

Pt"9tectio.ns; and, . 
• 	 iz:u::reas.iD.g Medlc.a.id spend~ng Silbsta.."ltially -- an increase: of 35.5~ over 

the Darl six ~, 

By wide ma.rgi.rJ..s, ~e Aml:ric~ people support reiorm:i.ng tho wolfa.:re 
Syot.em by requiring work and pe.."'C!l31 reepo!laibility. Ifwe don't iJ:I.!:lude 
Medicaid in our reform pl;;JJ:l. now, public pressure 't,t:, address this issue will fad•• 
and an historic opportunity will bo lost. 

The bow"" lin. is this: Ifocr eeal is iri.:!ap<W<l<llloo for "':ore stl1n:lg. heartby
!amm••, COllgl"u, must hlO"" botil welfar. and Modicai.!. 

Job.o. Engler ~ 
Gavernor of MIchigan 
Chai~ 

••; 	 Se""tor Roth 
CCllgr..:ImaI> £1.U,y 
Congressman ..:\zC'!"t' 
.Congi":M;flllWl Shaw 

. .:i 
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Preserving WeHare As We Know It 

By Mt<':KEY KAUS 

Mo1ny amservsUvt'rS soom to think that 
;t Washingtoft·W'Sed eabnluf 1I1wr;ll bu
t1!'SlKtSts and a~Uvists setre!1y plult; ttl 
maintain an unpopular. ftllk'd 1iIfeUaru sys
tem. After a decade watching the welfare 
ht'at. 1 think I'd kll(>\1l If such a ~racy 
N'alty existt'rl. And 1 can assul~ you il 
dor>s. Some of my b«l;t frtends are- mem
hrTs. They're prelly goo(Hmmored these 
days became, in lhe epic battl;! ever wel
fare reform, the left 1$ on Ille VErge (If 
achieving a stunning vittory: the preset
vatl!ln ()r welfare's status quo until at least 
1991. When they arell', C01\:ijlirlng, my 
friends have start-ed to dtuekle about how 
they've 'Snookered the right again. 

Only Cour months ago, radical welfare 
~ftmn looked inevitable. The Hvuse and 
senate ~ passed bills turning the basic 
welfare program, Aid tu Families Wilh De
~~nt t'hlklren, over to the statts in the 
form of a bkK':K grant. Presktent Clinton 
!'tad actually endoned the St'nate plan. 
The pro--welf;lN! amsp!racy was demoral· 
lzed to the polnl 0{ des:peiitkm. All thai reo 
mained was for Ihr. Republicans to merge 
tbr. Senate and House bUIs. aVOIding -pro- . 
viskms thaI would givt! Mr, Cllntoo an ex
ruse W change hiS mind, 
An Excuse 

. BUI the Republicans (and a leaked ad

ministration studyclalntltqf the senate blll 
woukI push 1.2 mWiOn dtUdten Into 
poverty} gave him that ettUSe. Mr•.CUll
100 has now <n!ood theGOP btodl: grant re
form twkl!, 'o1oithOllt a notl:etabtt cutcry 
from the press Of pnbllc, My liberal friends 
are incre-aslnglyconrlneed that no leg1sJa~ 
Imn will be signed ,bElfOn!! tM November 
eir.ctlon. ~Thr.re is nothing so exbllaraling 
as to be shot lit and missed, gloats sen.ft 

Danir.1 Patrick Moynihan (0., N.Y,), who 
·strang€ly has ~ffi1!l'Xll'd as AFDC's leadlng 
dr.[€Mer .. 

How can thr. left be so eonfldent -espp' 
cially slnV! Mr. Clinton h.U pointedly kept 
open the posslblllty cf tlplng a sweetened 
block grant bUl, and the natkmJ' gO'ieroors 
r&f!ntly proposed just such a pl.an? Be
rame the tetl knows It can rnJ)' on Its best 
frrends in this welfare haule: WaslUngton 
Republicans. IWpublitans, especially eon' 
servaliv('$, seem almost determined nol to 
reach a welfare deal, thus leaving In place 
the s~tt'm they dalm to despiSE', They've 
talked tilemSl!lves Into this perverse post
I!OIl with ~Wi) sorts ofarguments: one tacH

cal, the DIIl.. r substnnti\~_ (Me "let's makt! a veto" strategy may not 
The now·familiar tadica! argument a$ wwk very wen. M{ [)(Ile, remember, is al· 

sumf'S thai wfMi\.~ l~ a patt of (he pn.'sJ ready lat"ff\d as a p:!l1isan -cynlr.; j~ it a 
d(,lItLl1 ehess matdl. between Presidf;'llt good cyrdeal cakutatwtl for him to mn'ke 
('11l1too and hate Majority Leader Sob suctI anoovkmsly eynical rnfculation? Mr, 
orne. If Sen. DoW puts another w£lfare hlll t.1inton, lot his part, mtly be' su.-prlslnjt:ly 
on Mr. Clioton's desk. tbe argument goes, suetesstut tWft'ndlng.n veto. espeeialty if 
it WillI'! be one tim pN.'lIKfenl tan actually he's W'totng a package that llldlldes !.fro
sign ami lake Cf('ljlllor~ Instead, Sen. Dole !e\l!d dmngrs, Which have provcil unpopu' 
and hisstraleg:isls wHi engiflt't'f a bUt lhey Lar In the pas! And b!'il1g- able (0 ruty ·we 

Rep«~li.canr) especially conservatives, seem almost de
termined fWt to reaCh awelfare. d'e~ thus leaving in place. 
the system they claim to,despise. . 

know ",Hi prodote a v;;to., probably by link
ing it 10 tm.l.rOVmlal dta~ in the Med
icaid pnlf:l1:m. Sen. Dole can then use Mr. 
Clintno's veto IQ "sharpen" the ,"eontrast: 
between the parties, blasting the pn'Sidettt 
as .a talker 'Who said be'd reform welfare 
and didn'l. 

'Of rollMie, there 1$ one small drawbaek 
to lhls strategy, as Journal eclurnlilst Paul 
Gigo! admits, ev~n while urging It on Mr. 
IJQle-1i means "ending any hope thai [Re' 
publlcans1 can ~ anythIng-meaningful 
accomplished lhfs year,W In other wcros, 
the anclenl oooserv.aUffI gml(![ abotlshlng 
the ,\l<'DC entitlement 1$ to be sacritieoo in 
the cynlcS! pw:sult of transitory eleetonl
""",..,.. 

Naturally. my ronspimtoriat liberal 
friends privately applaud tlUs briIllan1 
strntegic cakulatton, Tlley kllOW that this 
year was tbe txmlS:l"!1"Valives' bEst tharn:!- in 
half Ii. centwy to transfonn weUare. They 
know Chat tht' history of welfare is the hls
tory of drnmmk rt'!tonns that were "Imost 
enaeted, put off until -the next Congrm,
and that somehow never ltappenl;!d, 

'!'My know, too, that even If Mr. Dole 
pull~ hts vet<H>aiting stlJnl. Mr. Ointon is 
still likely to be re-clected-and what 
l'hanre wtll s oonservatl're block gram 
plan have then, With a lame rlucll: DellKll:-
raUc prtsldent freed from the need wmaw 
he's tough on welfare to please the ek'c
tonne? They lulOW that even if Mr. Dolt' 
does win, be, too, is far less likely to look 
kindly on a hlock grant hm in 1991, when 
he will be tempted 10 distance himself 
presidentially trom Newt Gingrich's. con
gressional Republicans. By all" meal1$, 
thPJ nod, walt till nexl year. Heh, IIl!h. 

T'he Irony ill that. tor all its cunnIng. a 

reklrmed weltare~ would I;'ertnlnly help 
Rfo.pubUcans hold on (0 tbe HQuse. 
, What most tcrrlflftl my libeJ"<l.lllcquain
tane~ Is the possibllity that the RepubU
cans will s:uddenly wl5e up, lTlakE a few 
ltlO!1' ~itms, and rut a deal with Mr, 
Clinton that pre$ervM the es5COCP of their 
relWm, whleh Is'tbe end of the AFDC f'nti~ 
Uement. B'IIt~ my friends note contentedly. 
there'is Ultle :s:lgn of thi.:; happening. Any 
attempt 10 reach surk a compromIse will 

. run Into a SI'rond, substanlive, IlrgumMt 
laV1>rtrt by thc ftepllblkan righl: Utat the 
GOP already has given away so milch that 
weUare reform is almost not wurth dOing. 

'Ihemostllkel'1vehldeforaClint(ll"i-GOP 
Wlfare deal, after alI, hi the govfll'l.lOl'S' 
btoek~p1lUl. YttRobertRectnr.them· 
fluenUaJ we!fare analyst of the Hertlagt: 
~ dta.tges. thal.tbls plan is a 
~sbam~ that "bUthel)< Ignon1'$.Amerlea's 
N!'.I.lSO(:lalprcblem; thecatutroplUcrlseof 
llteg1umacy,"M1. RectM'scomplaintshave 
beentakenup byUteChristianCoal!!lnn and 
byeonserva.tiYe HouseRepublicans sud! as 
Jim Talent and Tim Hutclllnsoll. 

But walt a mlnute. For deeades oonser· 
vauVeIi IlaVL'! argued, plausibly. IMt me
gttlmaey Is IItlbskUzed by the "lIbfrai wel:
fare stat-(;,~ mainly by AJI'OC payments to 
nnwed mothers, The governors' hkM:k 
grant scheme nboUshes. AFDC, states 
toold Slash welfare pa}'l1tenls, terminate 
!lIem aItertwu years, or do away with cash. 
aid entirely. 'They could deny booeflts to 
unwed. rnnthers cr tel tef!n mothm. Ttley 
could dlseotlrage pCltential wtllfare mcLb
el1 by ImposIng stringl'-nt won: require-
menl.'>, Thl' blotk grant system evenstacl::s 
Ille d.tt1: In a rightward dlmtlon: Gover
nors WUI have a powerful ineentivL'! to 

compete at f1mking th(,jr states inhos' 
pltable to potential recipients (the "rael:! to 
the bottom~), 

This woUld be a revolutionary, radical 
(ltange, wllich is wily IIbenls ute apoplec· 
lie about It. Ifs more radical. in stlm~ re
spt'ds. than the weUano plan In lhe Coo· 
ttact Wilh America. whkb didn't mandate 
AF1)C block grants. 

In comparison. Mr. Rl'Ctot's. «nnplaints 
are inslg-lllJicallt His (!tIe' subslantiat 
gripe, that tile governors' plan doesn', 
mundate auy work. wUl almost certainly be 
addtessed by- congressional mooiflcati()us 
acceptable to Mr. Cllnton, l'ongt"eSsls alsO' 
planning to a.dd the rigbt's precIOus ~fam· 
Ily up. ~ wl11th woukl eneoor<tgtl St.'l!6 to 
deny eXIra payments to wd!aOl motl"K!rs 
who hay;; additional rhUdren while 011 
AFUC, But even the family cap Is ill re!ll· 
tiTtty modest lnniwatitm. utfWlng only 
the $5ll or $00 a month extra a mother W . 
!cally gels if she bas another clrlld., not the 
s.everal· hundred dotillrs sbe gets (or her 
inillal tflild. 

Pltlably T;1v1a1 
'l'h(' rest of the ehnnges that Mr, Reetor 

declares Wwould be riecMsary formetc say 
II was a good bmw arnmmt toa pltlablytrtv· 
\al "lInU·illegitimacyw wisb list. He wants 
$l.2!. million.morL'! fot an "'absthlNlce prcr 
gram. h A nE'W SJOOmi1[kl1l ~stt·asldeflJnd" 
fm- Mstates to devtse their own programs to 
reduce illegitimacy." A pubtle Ueda::ration 
that ~rtduclngtue-gitiltlA(;)' isthe keygnal. ~ 

Needless rosay, the liberal COMpl.raton 
ate delighted to see the RepubUcnn tight 
threaten to kill wtlUare reform (Wil1" such 
wtspy concerns. In fact, they hawbeenqui---' 
~!lY egging the RepubUtan ~anti·megiti· 
ma()'~ racoon 011. When welfare rnfortn 
dIes, I hair eXpe(t to see Marfan Wright' 
Edelman send Robert Rector a big bouquet: 

Imagine thai, two yea.n; ago, you'd told 
conservatlves that tn 1996 they would h..1Ve 
a charu:e to end !he AFDC entiUemenl and 
would throw it GIOOfj. HlskIrtans uf the tn

, 	tu~ may produCe volumes explaining huw 
Mr, Gingrtth and Mr. Dole sut:teded in' 
matching defeat Qfi welfare from the jaws 
of victory. On S«Ond Utongbt, I t:ike that 
baa. Hlstmians. liM vOten;, tend to pay 
attention to pollUClans wbo actually at
trunplish someIhlng. 

Mr. lWus, aufhor qf ~11hl End 01 Rqu.al· 
Ily~ (Basic &I0Il:$'. is a amiribuJil'l!1 editor 
0/ 71Ie New Repllblic, 
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Steve Yokich. a 3iJ-year union man woo 
took the helm llt the United Automobilf: 
Work~rs fast year, datmed to be hellbent' 
on reversing the UAW's shrinking rnem· 
bership. organiting the Hondas and 
BMW,~. and bringing the industry's 
nonunion parts suppliers b."ttk under col
lective bargaining, Mr, YokiCtI. in short, 
has whistled a lot Of dixie. 

When the cruoch ecmes. tM unkln has 
.always: swallowed outsourcing and layoffs 
r;)f those nm blessed with seniority. That 
has seemed thr. better part of valor than 
accepting p.'\Y cuts Of anowing ywnger 

i Business World 
By Holman W. Jenkins Jr. 

workers 10 rome aboard at less than the 
union wagc. The result Is plainly Visible in 
the industry's skewed demogn,phks. Even 
a downsizing Big Three will have to hire 
213.600 fresh bodies over the next six years 
beralL<;i; of the unnatural rate at whicb its 
UAW work fm'Ce ls aging. ironically. see
ond only to job security, Ole biggest Issue 
in thp. DaytOn strike was the strenuous 
pace of work. Playing cost catclHlp wUh 
its rivals means General Motors has to 
work its graybeardS barder and longer. 

By the union's {)Wl1 reeltonl.ng. the av
erage age or its auto workers is 49. Half 
are five years or Jess from a pension un
der the "'3U'years-and-out" pl'Qvision. nee 
gotiated after the ~t big strikt in Ui10, In 

. the next few years, tens of thousands of 
antoworkers wHi be reUring at w.6O% of 
toil pay, many while stiU in their early 
50s. Neeessarily, tite UAW's ladics have 
been shaped 10 the tlgffida of these older 
workers, which is to defend 'their 
endgame benefits at all costs 

Outsourcing was the Issue in the Lord
stOY>il strike rour years ago, when again a 
handful of UAW uld·timers exploited their 

What Price Job Security? 


. 

strategic position In a parts factory to 
. shut dOwn some of GM's best-selling lines. 

The outcome was basically thf! same. GM 
got its way on outsoorelltg bllt promised 10 
save 241) jobs so the unton could dole them 
out on the basis of $e1litlrity. In Dayton. 
GM was allowed, to transIer work to a 
nonunion supplier In South Carolina.. Oth· 
ers jobs will be found {or the existing , 
UAW $tilff, anI1 each will also get 51.100 
for unspecified "grievances." With 3.000 
workers at Local 696. the agreement was 
ratified by a 99% vote of only 139, 

Now. working in an auto plant Is 00
body's idea of day at !be beaeh. and U 
would be churlish 10 b~ some gm. 
tied voteran a few more years In the job 

. tbat -is puttirn;: his kids through rotlege 
and, in another yCar or two. the penSion 
tMt wlU dellver'him to a secure retire
ment. But depelldlng on wbether OM or 
the UAW is doing the lalking, the number 
of jobs saved in Dayton was tiS Of 290. 
This, at a cost of per
haps 51 bUlfun in for· 
gone profits at OM, 
laynffs of 118.000 
workC1"S. and untold 
pain to hundreds oJ 
oompanles that do 
business with Gen
eral Motors. The 
Commerce Depart
ment 'estimates that 
the cost of the strike 
Wlls approaching $5 N"",J\._ '" r..:_ .. 
blltkm. With all due ,;)$"1"'....... ~ OA.... 4 

Sympathy for the grh.:zled vereran, the 
price for his "job seeurity~ is pretty steep, 

For most Americans, the way to ec0
nomic security has ill rome througb an up
grnding oJ thefr skills, oot !be tlu--eat Of 
wreaking financial havoe 00 their emptey.: 
ers and the eeonomy. And part of the deal 
is that, sometimes, you have to take your 
lumps as companies are downsized, folded 
or leare town, The victlms aren't happy, of 

CQUl"Se. but most people aeeept lhat a job 
ultimately has to pay its,way In a compet
Itive oomomy. And ajob that doesn't is go
Ing 10 be a prrearious proposition at best. 

GM's North Amertcan operat:inns lost a 
stupendOUS $12 bUlion in the early 1990s. 
and we have the benChmark of Chrysler 
and ~Ol'd, Whoseper-eareost is $2,OOOlnwer. 
than GM's because they Is the wrong kind or job 

The right ofoutsoun:e: more work:. We 
wcrkers to assemble andalso have the Hondas. Toy

otas and N1ssans who have speak coUedively is' 
guarantet'd In the Constl-.set up radoriflS here, and 

tbe Mercedes arul BMWs. tution. But the closed 
woo are in the pl'OCt$$ Ofd0 stwp and the legal obliga
ing so.· Thanks to the pro tion or an employer to 

bargain ~in gtJOd. raUh~', duellvityofAmericanwork
ers, our lnfrastruetUN!, and with a labor union, 

whethtr or not the etn~our domesUe martet, the 
U,S, is the place ttl assem ployer wants tu, and Ule 
ble ears theseJlays-1lS long as you're not 
saddled 'With a UAWwCrUorce, -

ThOse Jobs !bat GM ~ to phase out 
in Dayton are devoted to t\lm1ng out a 
technologically outmoded brake at a labor 
cost three times higher than the braking· 
sys:lems made by workers at the Bosch 
plant in South caronna, In any of the In
du$iet that have j)opped up tn the last 3t) 
years to domlnate tM ' economy. this 
WOUld have been an open and shut case, 
Rut for OM. it meant bettIng the com· 
pany. And-yet the UAW's balf·nelson on' 
the auto business 1$ an aecldent ot his
tory. a creature or New Deal labot' legis
IntJ.on, the esseru::e of which was to teach 
unioniled workm; to depend on·the strike 
rather tlian on their ikfIls and productiv
Ity to JustLty their jobs and wages. _ 
'. The Wagner Act was passed in 1935. 

Within 18 months the UAW was born and 
coneluded. ilS fl1'1t collective bargaining 
agreement with General Mofurs. Less 
than 17 y(omlater, private Set1m' uni(lll
ism halt peaked and has: been a <lisap
pearing forte In America ever since. The 
UAW Itself has survlm tat the prier ur 

Al9 

gradually surrendering the auto industry 
to Japan~ transplants and nonunIon 
parts suppliers, All the while, an ever
smaller. ever-grayer cadre or UAW mem
bers has been retreating into a high·wage 
redoobt within the Big Three. 

It there's a lesson here, It may be Ihat 
the: only thing- worse than no job security 

whole panoply of administrative law that· 
enforces this obligation. is somethi.ng else.' 
And at best, this has been a gilded eage 
even for the supposed beneflc::larles. 
~ "Freedom of contract." after, all. is 
more than juert a libertarian fetiSh: nos a 
powerfUl incentive for workers: to seek the 
skins that will allow thelll to remain viable 
in the marlretpJacp.. TIlls Is why COl'Igres$ 
excluded supervlscry personnel froltt roY-, 
erage of the Wagner Act. When the law, 
was being amended in 11M7. one supporter
said, "U s~ms wrong, and it Is wrong, to 
subject people who have demonstrated 
thelr Initiative, their ambition and tbelr 
abll1ty to go Rbead, to file levelling process~ 
of ..• unionism." IMvitablY. the granting .j
01 special rights to a group of people just 
because they eaIl themselves a tabor unlon, 
has only served to trap them. 

If you would know wlly- wns (If thou-· 
sands of the nation's grandfathers are 
still busting !hell' bunions on an auto as
sembly line. and holding the rest of us· 
hostage white they hulf and puff their way 
10 their pensions, the- Simple answer is
lhat the labor laws made it that W;ty. 

http:somethi.ng
http:reeltonl.ng
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The lbnle l)emo=a!!c ~ gf 1116 NaUaoaI GcmInItIt/,' Alsoc:iatiOll Malic:aId Task 
Poft:e __ dilllppoblled and ~ IIId.t.y b1 !lie ""."'.......'1111 of IIIell' ilqlubllcalt 

a.llt:aguu and SpcaIi:cr of ..Houa NCWl GqridIIhal '" apiII:II\1W lias bcoII ne£bed "" 
~ aZId ptCCCdunI .i.a1II!S fill haIIdIlng MIoIicaid IIIId MIlluc l!Ifann. 

"'I:'hey'l\I &eIIIa& .llttlo ah<:o4 of rl!emRlvu. WIIIIlI llaYi xriouJ subst2llltivo _ 
aa well.. proc:edURI CIIfU;I:IIIJ on Ibe Wedicaid pmpo.caI.' said Ne!IIlIda 0001. &" MiIIa'. NGA 
~. -Wo """" Ileal WIIddng In SOQIl failll 8IId 11311aY.l/IIIOImCCIIICAt ..... IIIIibrIuIIato 
and exII1IIJIeIy pre!l!lll\lre. JIecent lIbtory IIu>uI4 Iclllll _lmpmlatlil-. - itwe want II> 
act IIIIqa d=-. 100 neal 10 wozIt IIl&C\hlII' - ~ aod lIIIpuI>lICIftJ both In dIo 
Govemors' mansInIIs IIIId CN'l CIpi/ItI E.' 

-W6111l1wanllo wart 1DpIbct. 1MIh= mwz be bl-patti_ participatiOll at flNfIZ'J IIi<p 
of die '1;1.1. IlOl'JIISt llIIIcIIir WIllI til suiI_ patt)'.' _ 0..11, Willer. "We llave !lOt ,ciV<n 
lIP die posaIbIlil1 of WIlI'IrinIl lUlU difreRac6a GIl sub_ IIIId~. These procrams 
am 100 iI1IpaI1aIIt 10 .. SlaW aad "'" pcopla !bey bolp.' 

'Bi-partisan IMW l'IIIO patIIu, IlOl ~bIlcim g-.n aJId RcpubliCIUI qWalDrJ 
ckcidin, 1hiD,cI. Theoullllll:ofllle~ was fcqedlll bI~ spirit ~itepulllican!'
_I a.=.... duafm Ihal voq bl~." sai4 Gov. La_ Cbll.. (I)-I'la.). -Bi
~ IIUIIIIS Dcmccntic and ~ gowmara and Delli"""';.. arid R~ 
_ben ofCoIIgrw wcdiDl qdllor <l'iIh !lie WIll.. iii_II> pall a bl!.I ..II CIA all ""ppm. " 

'PIIsIIa&c of Medicaid teIOtm legi.la!Ioa !lib year will 1101 • __lUI ..,.10£$5 k is 
ckaftcd. spllIlIORIII QIId'pwcd in .. bj.partisaa way. n."", Is mop: 1IIOIku> be ckmII." said Gov. 
Roy Iloma' (I)-CoIo.). 
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*WO hi-. )III: '" ID1"' '" a &a1 cIIaft of die lCIWadan, IncludillS sperillc JaDaoa&e 011 
a ImsI of INUII8,' 8Ii4 GoY. Chlk:L • No Dc!IIoc:njjc cov=or. 110 Democra.ric mem1ler of 
Consresa!lOt die P!uslder:It have _die IIH:aIW 'OoworntIn!' BIll'II!. a fiftal foml.' 

'We _ Yr:t.y dil3pp1lll1llll1lllllcpubJll:al11eadcn11ip In Coagre.u aIIII tile ~ 
g<lVematJ choJa i p.uIi».n !!!!I!Iq today '" _IIlIIIbIl ~. lIIat Is lbe NGA 
Malicai4propoaal.".8Ii4GoY.:aom.:r. "li6InoYet. DeInocnIIc allllJepubIIcan g<lVeroon have 
!lOt yet DI!f\1IId Iba! duo P'''SII\C of 1IICIfart aIIII NftIigdd iIIouId be 1iIIbld. • 

"IlIa n'lliOna gova:norJ ""'"' IiPtlJ pad'" ........ aped ... all 0!ItIiII1I for Modicald l1li4 
wcI1lIm refoDa in FcImIary. 1I-"1 bII a ...... if tMl prab;c tumcd '" cridc!'1II bec:au... of 
a flIiluno to wwk toptlIa'." $lid Gov. ChIllI. 

()¥et IbIl put -=at _1M, .. taN; foR!e of sill: JIOVematJ hay. ;;orne IO&CIber '" 
aegodale 00 bella!! of aIllbil 1Iltkm.', govcrJIotII wldI duo l"edml sovemmenl em duo '""'" of 
Mc.lle:aid and welfare %Cotm. 'IIlo!e 110"- IIlGlmlc T0I'II1I\)' 1'IIompoon (R·WIsc.). 10M 
P4Igl.or (R.-Mich.), Mlcbad Leavil GR-Utah). MilIc:r. lIDm<of. aIIII CbileL '!be gov_ met 
U _1Iy as Iut TIlesday In Chicago", iII:m out diIli:IeGoes aa4 calli: abcut Ieg,iJl.alive Slr.I!eQ. , . 
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~i . 
RNC WELfARE AD IS WRONG 

The Republican Nadonal Committe" is rwlIling a telmioD advertbellleDt Oil the 
issue of welfare reform in fDllr _kelS. Tile RNC's ad Is ouls1aJldiDg - iD it'. utter 
disregard for realHy. PreJideat CliDtoD's I'" Balallced Budget plaD (Fiscal Year 111117) 
in.btded somoreheasiyj! welfare ,.loW bds.hUi\lD. 

RNe St4tement: "(pm/d,.tl elmt.,., "hot h. $l1)!s..d whot h. do.. oro two diffiw./thtngs. Om 1M 

Poinr. 'We ittrYe to nul "'I,f'on aN we bow fl. (p,eslth1lt Cllrlton), But hi offered ttC plan. or legislation . .. 
(Empbuis added) 

mE FACTS: 

• 	 11196: Presidegt', Welfare BI!form PlaD. 
I'n:.ideat Clinton', 1996 Bal""""" Budgct plan (Fi,cal y"", 1997) included comp",hensive welfan: 
"'Co.... Iegi.LuiOD. Tum Ib paae 69 of Ib< p...idenrs Bal .....d Budget Plan (Fi ..al YHI 1997 Budget). 
The ••CIi.. is IitIed "Making Woclt Pay." The Pruid..... plan l, outlined io !be.. page••• thelcgislllli.D 
includes: IO\Igb work ""Iuitomenu; more !\indioS for child CAfe; incentive. to reward Slale. for pla<lng 
people in job.; ,triot tim. limits (a two year time limit o. benefits aod • five year lilJotime limit); mak .. 
dead'"'", _ts pay child. suppert; and other child protectio.s (mamtains me ,choolluneh program, 
safegu..... Medicaid cove ...e lor poor cbildml. and P"""ets disabll'd "mldr..,). [FY97 Budset Report)· 

• 	 1924; !!lrIle. PIg - Work anc! Re.!!potlstblli!y Act - 103[d CODI!SI. 
Ia 1m. ~si_t Clinton.'s Work and Responsibility Act was introduced both in: the House and S~natc 
(JUI.. 460S and S. Zl24). Cong.... did oot finj,h wort. on the legisll11ion '"'Core the end oflb< I03rd. 
HowC'Ver. lhc ehild suppon enforcement plO"isi01'ls in the cumnt Republican ~)fare reform plan were 
taken _ Ib< Prell'ideat's \994 Wort. sod Respo••ibility Act, 

Thmughout!be I04th C~lIJ1O'" P .... ident Clinton and !he Administration have be •• womng elosely wilh 
nc_ and Republican. '" plOd... bipartisan welfalt reform legi.lation.· 

• 	 1993-1921; E"e<!!9v! Actio!!: AfeompU!hjDII More Befllrm ThaD C\lllgW" 
. At tho beginD.Ing or Pmldent Clioton·, Admioislnli ••, be ibid the Nstiotlal Governors As"""iatioD; 
·(WJt 1I'N 10 mcou,a,. trpenmenrotion in Me SU1t4S. 1 will Jay again what yo" .tn.ow $0 w411: Ther, 
tn't marl,)' p1'Omll#tg htitlatlY£s rig'" now at til. stair and locallewt, Qnd 'Wt will wo,.k with }'Ott ~ 

mc:ow.rt:tgf dun ki1Id of~'lm",,,ari()Jf, "(212193) 

And the P"'- h.. done elltlod1y Ib... Over Ib< pas, th... yeat., the P ... sident bas given .17.- tAl 
foRdbllily "" 14_ ",""til. """'N ON tAm _A - __ ..... <Illy otl..1' .4_1$17_ lit Ia/stm)1. 

RNC SttItnIutnt: '1" foct, [P';Utdtllt CJ;1fro1fJ vetoul welfare reform not once but htrice. " 
'. 

THE FACTS: 

Ill! GOr Welfare Plan is Not Str0AII EpOPIh. 

Presidetlt Clil>toI\ vetai'd 111. Republican welfalt bill. fur a ,ood ", ..on. They did too little to move people fiom 

..elM to wo", aod _.lillie Io.p_'" children. 
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On Dee. 6, 1995, _at CliDtm! vetoed Ropubll<on .,elfiln: ..form whidllIley also included ill tM" budget 
plan (IUL 2491). AJId on r....wy 9, 1996, tbt ,,.,iden, vetoed tbt GOP', Personal Respoasibility Act (H.R. '). 

, 	 Presi.....t CUalve W.. Cte.r About Wby H.IL 1491 Was WroPI' ''A" ..".",.. .mo,", ... havt to rttjor.. 
1M bl"Dl:M W4.Iftn'. SYJlt"., but cut#ng child co,~ that helps mo,he.rs move from 'Wt!lfor. to wO'., Qlrlng 
Mip Jor abused tntd distlbled ~1tIIdr'li. cutring Icltoollil1tch, that's ADt w,lfore reform_ R."l 'tIIt!lfa"
"fo,,,, sJwuld be ttntg1t on w",k arui tOllgh on nupoMibtluy. bllt N)t tough on chil.tlnn or Mligh 011 

po,e"" who an re$]Jf.HUible tmti who want to WO'rk. W, shouldn't /tm: this hiito,ie chtvice to .v 
wclfon at w. *"0.- It by utili, the ,*:ords ",.(fQrC' fe/orm' QS JUst another COli'" to violate ('JUT valufts, .. 

(Romarl<. by P...i....' ClIAfa... His Veto ofth. Republi.... _on.illation Bill. I2I6I95) 

• 	 .. .ADd Aaaia Stlted Why Their Wella.. lIefo.... c ••r........ Bill (H,R.4) W •• Wronll' P",sidont . 
Clinlon as- stated ru, ObjeetiODt plainly: 'The curfe"t w.lfore syste", ;$ brote" altd·thUII be repltJced, 
fo, the sa" o/the ~rs ,.110 pay for it OM th. JHCpl. who aro t"",pod by It. But H.R. 4 do.. 1<>. 
Iltfle 10 MOW plOpN ftom, Wldfa', to work. It is hU1'fie7l.d with d.«'p budgef curl and 5truC1Uro/ eJumg#s 
IMI foIl shor' ofTYa/ ,,efo,m. I .'Ie the CO"g~ss- 10 work with m~ ilt toed faUlt 10 prothCf! Q bipaflisQn 
w.~,... ,efo,.". agntment duJr is rough 011 WO',"* and 1'tJporuibillty. but ItO' tcv.gh Oft chtltlren tmd on 
}Jlmr1ftt who tUft res!JMSlbi. and who 'Want /(J work'," [president's Letter to the House of RtpreteJltativeJ 
11<1: Veto of H.Il. '. 1/9196] 

• 	 _. II<Ip..blic.... Agreed Witb The p ...iden', V...d ACain .. GOP Pi.... Some II<Ipubli..... agrwl 
. will! tbt I'",sideat. RopmentativcI BUM (R-OR). Diu-Bal"" (R-FL). ClIfIIpbcU (R-CA) and 

Ro.-Lobtiitou (R-FL) in th, H••se alId Se.lItOn C>mpbcll (R·eOl and H.a!fu:ld (R-OIl) .01td ag,.;,m m. 
GOP -r........ "'JI01t. . 

• 	 AU SO Goven>ors Said GOP Welr.re Bill Pr.sid•• t Vetoed N ..d.d Ch••rea. All of the noti..•• 
",vemon fl8lh<red in Washill,stD. ifl February 1996. And the on. thing they agreed ",,1 The GOP's 
wellare refona bm .... the one 'President CJUrton vetoed -~ needed to be improved. 

RNC S,..",.nt: "Clintolf is bl«kiltg effiJrts 10 npJace welfo'1" 'With werk .. and is preservi1?fI 0 $J~tf!". thor 
",,.orth illtglti_cy ami depo'lltle.cy.• 

THE FACTS: 

I:resident elm"',,'. R!!AArd. 

• 	 WELFAIlE CASELOADS DOWN - Bo"""s. h. is working with tbt , ....s while stn:nsth....g die 
er.cJIiOmy, the President's actions ha.ve l'edu~d welfare QScfoads by 10 percent - from 14.4 miUicm to 
12.9 ",im.. tocip"'ts. 

FOOD STAMP ROLLS DOWN - Patticipalion in the food .tamp prognmt has dropped by .0. mlUion 
people {(COIIl October 1994 (0 October 1995) -. a s:lvln8S of (lver $800 million to taxpay¢ts. 

• 	 REQUIRING WORK .... 9.9 million welfare n:cipicau an:; now in households in whicb the parents are 
"illPired to wort or take more fCsponsibility for their cbildren and themselves. 

http:depo'lltle.cy
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WELFARE REFORM 
RESPONSE TO REPUBLICANS 

Suggested response to Republican critique of administration on 
welfare reform: 

The President's Work and Responsibility Act is the smartest~ most 
comprehensive plan ever drafted to change the nature of the 
welfare system: 

A comprehensive strategy to attack teen pregnancy 
Grants to 1,000 schools and communities with high teen 
pregnancy rates to start teen pregnancy prevention programs 
A national campaign against teen pregnancy led by the 
President and supported by all sectors of society 
Requiring teen mothers on welfare to live at home, go to 
school and prepare for work to support their children 

The Republican proposal to end all welfare for people under 
21 is merely punitive and fails to work to address the 
underlying need to prevent teen pregnancies in the first 
place. 

The toughest child support enforcement program ever 
Universal paternity establishment 
Strict enforcement of orders including wage withholding and 
suspension of licenses 
Simple, ~~~lar updating of child SYRPort~ardS 

- ~-...~ ..J- &.:\- ~ t.\ 4.. -k .~ ~ ........ 

The Republican proposal is neither as cornpre nsive or as 

tough. 


Real 	work i Not Workfare 
The administration proposes a program in which after two 
years people on welfare get jobs where they get paid for the 
hours they work 

The Republican plan would have recipients continuing to get 

their welfare checks, requiring elaborate sanctioning 

processes to actually reduce benefits for those who do not 

work. 


Support for low-income hard-working Americans central to the 
Administrationts welfare reform plan 

The dramatiC expansion of the Earned Income Tax Credit i~ 1... 
1993 .passad wi tAQYt i ..1 iR§lle Re:f!Jk:tbl±een '.'e'te. \oA1.l c..k ~I~ lS",:'\\,';'" ~ 
The administration has been fighting for health insurance ~~~~ 
for all working Americans. J.~t.._ 

The Republican plan makes no effort to reward hard-working ~~1U 
families who play by the rules but can't get ahead. 	 ~ 

1'1:' * Silt fL 11 J (' I I J 	 .J e~ ,~t.. T,"""'- .:.. 'fj,< H_ ........1'4 II-t· , "1!'i"~'''''' 

10 A-~:;"'\';""" Jfr~.,~;f<i., ..... 




." ..
" 

Answers to Republican charges; 

The Work and Responsibility Act is designed to reduce 
illegitimacy~ not punish young single mothers 

The Act funds school and community based teen pregnancy 
programs 
It funds programs to require parents to work to support 
their children and to provide them with the training and 
services to get that work 
Minor mothers can no longer establish their own households 
to get benefits (except In cases of abuse) 
States can limit welfare benefits for children born into 
families on welfare 

The Republicans~ in contrast, would simply punish young 
single mothers by denying them assistance. 

Clinton plan contains a real end to welfare 
Continued assistance under the CILnton plan is available to 
people who work hard and play by the rules and are willing 
to take available jobs~ States are allowed to limit 
participation for those who live in areas where there are 
jobs that match their skills or who have been uncooperative 
with the requirements of the program. 

The Republican plan would cut off families who work hard and 
play by the rules but live in areas where there are no jobs 
to match their skills. 

l' i-l-re 

~ He. 
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nESS bOllJ'lIUlICIi ON lIIP1l'l1LtCAlI' W1iLPAII! 01'OllM 
I 

Th~rsday, January 27, 1"4 d~ ll:30am 
I

Senacors: 	Dele, Bro~. O'~mRtOt Burne, and Hutchison 
i 

Dole: 	 We "an:t to get our plan out there. let the American 

peoplel knew Wt:! have en.a. Too lrul.ny p$ople nl!ed w~, fare, 

We ag~e with Sen, Moynihan, there is a crisis, 


Brown, 	 Generdt10Ps have been 'blocked in poverty. Thl. ~111 is 
to ch~nge the focus of welfare, help to ge: people out 
of PQ~erey. , 
Soma provisions, repeal. ineligibility of taking vacant 
jobs, 'makes clear U:egal aliens are not eligible for 
welfalie benet1te, ch..ns~s exemption.? from work of t.Moae 
en welfare from 60% to 30%. 
Similarities wi Clinton ideas: both have interest in< 
upping the work req"J.iremer.t;, both want to i~~:;o"e tr..;: 
enforeoment of child support acroea s~atce boundaries, 
Diffe*ence, The WH talka of B subsidy program to work 
tor j~bs. O~r program allows one to t9ke a voucher for 
food stamps and trade that for a job, The employer must 
pay the re01pient ~t least double the v.lue Q£ the 
voucher This benefits everyone. The employer gets a< 

new e~loyee to train. The employee gets a job as we:l 
as at'least double the amount from the voucher. The 
governmen, would have to spend the money on the 
vov~hbrQ anyway, but they ~'no get the income from the 
tllXe.:on the salary provided, 

I 

The HbuSle ,g11l has 1152 t.:utl1ponaors. We have 16 
coapohsors on the Sena~e aide. There are several 
additional provisions being worked on now, one is to 
increase the work requirement I another c:me 19 to dt:':!lil 
w1th bVerall eape< 

:
We havenJt a cost eeti~&te yet. ceo assigns a coet for 
every parson who takes a job. Therefore, it costs more 
when it 1s mor! succe8~!~1. Tf that 18 how Cie oounta. 
we ..i~ll have offsets, 

O'Amato: 	 I hopk we can have a bipartisan effort. It not this 
exact~ bill, then a.least key components of 1t, I am 
goin~ ~Q loc~ to 6nliet Son, ~~y~ihan. 

I)'Amato on thl Irea~9natiOn 
! am not surprised that Ii man of Heymsnn's qualifications is 
resigning from working for someone who i. OnlY qualified ror th~ 
original amate~r hour. (mentions examp~es of Reno'S performance 
1n Waco, the appoint~.nt of special counsel, and Crown Heights) . 
I don't have any confidence and I think the A:tIsrican people are 
losinS c~~fidenee in this Ju3ticc Oeperomen". It should not be 
POlitici¥etl but it hae and :h..t i. why :::'m nor, FltlrpriSed someone 
11k. lIeyma~~ ha. resisr.ed. 

http:resisr.ed
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PRESIDENf CLINTON'S COMMITMENT 

TO WEI/FARE RE1FORM: 


THE DISTURBING RECORD SO FAR 


INTRODUCTION 

President Bill Clinton has promised to "end welfare as we know it," and his Adminis
tration is dfawing up proposals for Congress which, the White House claims. will deliver 
on that promise. In making this bold commitment, the President acknowledges that the 
War on Poverty basfailed. America today is spending seven times as much in constant 


. dollars on means-tested welfare as it was when the War on Poverty started in 1965. Over':' 

all the U.S. taxpayers have spent $5 tIillion on welfare since Lyndon Johnson launched 

his "war," an amount greater than the cost ofdefeating Germany and Japan in World 
Warn. ' 

President Johnson declared his "war" would be a great investment which would return 
its cost to society manyfold. and the average American household has already "invested" 
around $50,000 in taxes in fighting the War on Poverty. But in many respects the fate of 
lower-income Americans has become worse, not better, in the last quarter-century. 

A key reason is that welfare has caused a collapse of the low-income family. Today. 
one child in eight is being raised on welfare through the' Aid to Families with Dependent 
Children (AFDC) program. When the War on Poverty began, rougbly one black child in. 
'four in the United States was born out of wedlock. Today two out of three black children 
are born out of wedlock. Rapid increases in illegitimacy are occurring among low-in
come whites as well; the illegitimate birth rate among low-income white high school 
drop outs is 48 percent. Overall 30 percent of children in the U.S. are now born to single 
mothers. 

One reason why this trend is so destrUctive is that single':'parent homes dependent on 
welfare are poor environments for raising children. Children brought up in such circum
stances have limited prospects for succeeding in mainstream society. They are far more 
likely to fail in schoot They are more likely to get caught up in crime. And they are more 
likely to end up on welfare themselves as adults. June O'Neill of Baruch College, in New' 

Noie: Nothing written here is to be construed as necessarily reflecting the ~iews of The Hentage Foundation .oras an attempt 
to aid 0" hrnder the passage of any bill before Congress . . 
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tual ability by one-third when compared with nearly identical low-income children not 
1 .' .

. on welfare. .' ...... '.:' c • . ' 

11
' • 

Single-parent'families also impose staggering social costs on the communities around 
them.Young black men raised without fathers on average commit twice as much crime 
as youn&. b[lack men ra ..i~edjn similar. low-inc. orne fami.lies with ?oth a father~d ~other 
.,presenL:;rhe.~t of.vtoleIl~thatmakes.,most,Al:p.encans.afrairltowalk at mght In 

major U.S. cities is a direct result of family disintegration engendered by the welfare' 
state. 

It is indeed, as the President maintains, vital to end welfare as we know it. The center
piece of President Clinton's reform proposal does give the appearance of changing the. 
system, at least in part. The President proposes to require those parents in the AFDC pro
gram who have received welfare for over two years to perform community service work, 
(workfare) in exchange for continued AFDC benefits. However, despite the conservative 
rhetoric, the actions of the Clinton Administration during its first year in office have 
gone in exactly the opposite direction. The Clinton Administration has in fact sought to 
expand conventional welfare programs and to undermine exist,ing work requirements for 
welfare recipients. 

Specifically, the Clinton Administration thus far has: 

Proposed ahuge increase in conventional welfare spending. After promisirig to end wel
fare, the Clinton Administration in its first budget proposal asked for $110 billion 
over five years in expanded spending for existing welfare programs, such as Food 
Stamps. the Women, Infants and Children Food Program (WIC). public housing, and 
energy assistance. 

Ignored funding for workfare. Despite its pleas for an additional $110 billion for conven
,tional welfare spending. Clinton's proposed budget did not seek one extra dime for ex
panding workfare programs. But all experts agree thatif the government is to require 
welfare recipients to work in exchange for benefits, extra funds must be provided to 
administer such work programs.3 ", ' 

. Postponed long-term work requirements. By avoiding any real commitment to expanding 
workfare up to the present time, the Clinton Administration has ensured that its efforts 
to "end welfare as we know it" cannot even commence until fiscal year 1995. This 
very late start makes it unlikely that more than four or five percent of all parents en
rolled in the, AFDC program actually will be required to work in exchange for welfare 
benefits by the time President Clinton seeks re-election in 1996. 

1 . M.Anne Hill and June O'Neill, "The Transmission of Cognitive Achievement Across Three Generations;" paper prepared 
for the RAND Conference on Economic and Demographic Aspects of Intergenerational Relations, Santa Monica 
California, March 1992. 

2· M.Anne Hill and June O'Neill,' Underclass Behaviors in the United States: Measurement and Analysis ojDeterminants, 
August 1993, research funded by Grant No. 88ASPE201A, U.S. Department of Health and Human Services 

3 Requiring large numbers of welfare recipients to perform community service work may reduce total welfare costs by 
encouraging welfare recipients to leave the rolls. However, even if this occurs, the amount of money specifically devoted 
to operating the work programs must be increased. . 
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Attempted to reduce current work requirements. Far from promoting workfare programs, 
the Cliilton Administration has spent most of 1993 seeking to undermine the few 
work requirements in existing law. It has even gone so far as to advise states to violate 
the current law in order to reduce the amount of work that welfare recipients would be 
required to perform. 

The history of welfare is littered with the rhetoric of politicians who have claimed they 
were. overhauling. the~ystem while little o~.nothing was~changed. The Clinton Adminis
tration is perfectly poised to join in this venerable tradition ..Even worse, despite passing 
references in a few speeches, Clinton seems determined to avoid seri()us policies dealing 
with the core welfare problem: how to reduce illegitimacy and encourage marriage. 

LESSONS FROM THE PAST: THE LEGACY OF BOGUS REFORM 


The history of the U.S. welfare system is marked by a complete disconnect between 
political rhetoric and public policy reality. For instance, in launching the War on Poverty, 
President Lyndon Johnson confidently declared "the days of the dole are numbered." But 
then he greatly expanded the number of welfare programs and the number of Americans 
receiving welfare. 

Just five years ago, Americans were told that the Welfare system had been dramatically 
overhauled with the passage of the Family Support Act of 1988. The public was told that 
most welfare recipients would be required to work in exchange for benefits. Senator Pat
rick Moynihan (D-NY) declared of the reforms, which he championed, "For 50 years the . 
welfare system has been a maintenance program. It has now become ajobs program.,,4 
Welfare spending, supporters said, would be dramatically trimmed as child support pay
ments from absent fathers replaced government-funded welfare benefits for most single 
mothers. The claim was eerily similar to today's declarations. 

The 1988 reforms, it was alleged, would require millions of welfare mothers with 
young children to work. This claim had ramifications in other areas of public policy; over 
the next two years, it gave a major impetus to efforts to fund a national government day 
care system through the Act for Better Childcare. Proponents of this legislation argued 
that the 1988 welfare reforms demonstrated that the idea of mothers in general caring for 
children in the home was passe. Thus, a new government day care infrastructure would 
be required not only for the children of welfare mothers who would allegedly be sent to 
work, but also for children of the general population . 

. But in the five years since the 1988 "welfare overhaul," the only noticeable change in 
the welfare system has been a dramatic surge in spending. Welfare spending by federal, 
state, and local governments in 1988 was $217 billion-by 1992, spending had surged to 
$305 billion (both figures are in constant 1992 dollars). 

Bureau of National Affairs, Inc. Daily Labor Report, March 21, 1988. 
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While Americans were told that the 1988 reforms required most welfare recipients to 

work for benefits, by 1992 only one percent of all AFDC parents were actually required 

to perform community service work (workfare) in exchange for welfare assistance.S A 

slightly greater number were required to'search for ajob or undertake training. Overall, 

as table 1 shows, during the average month in 1992, only 6.9 percent of AFDC parents 

were required to work, search for a job, or participate in education and training for more 

than 20 hours per week. 


When pressed to explain the dismal results of the 1988 legislation, the conventional 
excuse is a shortage of funding for the Job Opportunities and Basic Skills (JOBS) pro
gram contained in the Act. Under the provisions of the legislation, this program operates 
workfare, job search, and training activities for welfare recipients. This convenient expla
nation is misleading, however. The real problem of the 1988 reforms was that very few 
AFDC recipients were in fact required to participate in any JOBS activity. Since the Act 
required only six percent of the AFDC caseload to participate in job search, training, or ' 
community service work; most states met these requirements using only part of the allo
cated federal JOBS funds.6 There was a shortage of requirements, not a shortage of 
money. 

Significantly, Congress poured billions of dollars into expandin-r the coverage of con
ventional welfare programs after passing the Family Support Act. Since 1988, expan
sions in Medicaid and housing programs alone would have been far more than sufficient 
to fund work programs for all AFDC parents. The simple fact is that Congress, after tell
ing the American public that it was going to require welfare recipients to work for their 
benefits, did everything but that. What Congress actually did was to limit workfare pro
grams while expanding conventional welfare dramatically. 

Congress has followed the traditional pattern in welfare policy over the last five years. 
Lawmakers talk tough about workfare, but Congress keeps the actual number of recipi
ents who are required to work as low as possible, and expands spending on conventional 
welfare programs. Unfortunately, during its first year in office, the Clinton Administra
tion has shown every indication that it intends to follow this well-worn path. 

Clinton's Reform Rhetoric 
As candidate and as President, Bill Clinton has spoken often about the need to reform 

welfare. At times his rhetoric has been stirring; in Putting People First: How We Can All 
Change America, Clinton pledged to "honor and reward people who work hard and,play 
by the rules." Welfare reform, and more specifically his pledge to "end welfare as we 
know it" was invoked often and with great effect during the campaign, and played a key 
role in Clinton's strategy of portraying himself as a "New Democrat." 

5 These figures represent the total number of AFDC recipients who were required to work in a given month, not merely the 
additional number who were required to work as a result of the 1988 act. 

6 There is a specific cap for federal JOBS funding for each state; below this cap, federal funds equal a percentage of the 
state's spending on JOBS. 

7 Part of the apparent shortage of state funding after 1988 was due to the vast amounts'of state money required to pay for the 
expansions in Medicaid coverage mandated by the federal government. 
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. The centerpiece of President Clinton's reform proposal is to end welfare as a long-term 
one-way hand-out. Adult welfare recipients in the AFDC program would receive normal 
welfare for only two years. If they remained on welfare for over two years they would be 
required to perform community service work in exchange for benefits. In Putting People 
First, which laid the foundation forrecent policy pronouncements, Clinton states the gov
ernment should: 

.. " After two years.,. requirelhose. w ho . .can work .to .go..to work, either in the 
private sector or in community service: [the government should] provide 
placement assistance to help everyone find a job, and give the peog'le who 
can't find one a dignified and meaningful community service job. 

With this statement, Clinton adopted rhetorically the workfare policy advocated by 
Ronald Reagan and other conservatives for over twenty years, but opposed by liberal ma
jorities in Congress. 

Yet Clinton's proposal was not limited to creating new responsibilities for welfare re
cipients. In addition to the "stick" of required work, he proposed new "carrots" or incen
tives to,"honor and reward those who work hard and play by the rules." These incentives 
include an expansion of the Earned Income Tax Credit (EITC) and government-funded 
health care for low-income working parents. 

Earlier this year, in an address to the National Governors Association, Clinton repeated 
his "carrots and sticks" theme of welfare reform. "We must provide people on welfare 
with more opportunities for job training," he declared, "with the assurance that they will 
receive the health care and child care they need when they go to work, and with all the 
opportunities they need to become self-sufficient. But then we have to ask them to make 
the most of these opportunities and to take a job.,,9 

, While Clinton's rhetorical commitment to requiring welfare recipients to work and to 
rewarding families who strive to be self-sufficient is commendable, it is also strangely 
limited. Despite having an entire chapter devoted to children and another to the family, 
Putting People First never mentions illegitimacy or marriage. 10 By ignoring the need to 
reduce illegitimacy and to promote marriage Clinton evades the core problem of the wel
fare state and the root of many of America's social problems. I 1Insisting that welfare 

8 	 Governor Bill Clinton and Senator AI Gore, Putting People First: How We Can All Change America (USA: Times Books, 
1992),:·p.I65. 

9 	 William J. Clinton, "Remarks to the National Governors Association," February 2, 1993, Weekly Compilation of 
Presidentitil Documents, Monday February 8,1993, Volume 29-Number 5, pp. 125-128. 

10 	 In a speech on November 13, 1993, in Memphis, Tennessee, President Clinton finally did acknowledge that family 
disintegration was a major cause of crime in the inner city. However, the President made no linkage between illegitimacy 
and welfare, and his speech, while containing many policy proposals, contained none to reduce illegitimacy or promote 
marriage. 

11 	 One surprising side effect of serious work requirements for single AFDC mothers is that the policy would, perhaps 
unintentionally, reduce the number of illegitimate births. Welfare serves as an alternative to work and marriage; placing 
work requirements on single mothers on AFDC reduces the economic utility of welfare. Thus serious work requirements 
would encourage women to sidestep the trap of welfare dependence by avoiding having children out of wedlock in the first 
place. Work requirements would also increase the marriage rate of those on welfare. However, work requirements are not a 
sufficient strategy for reducing illegitimacy. And it is clear that the Clinton Administration has not developed its workfare 
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mothers work at community service jobs will do little to reduce welfare costs or to im
prove society as long as the illegitimate birth rate remains at 30 percent and rising. I 

THE CLINTON RECORD TO DATE 


As disturbing as the lack of commitment to tackling illegitimacy is the widening 
chasm between Clinton's welfare reform rhetoric and his actions. The record thus far sug

" g~sts ttl~t Bill- Clinton-intends to deli"ver o~rall of the "carrots" of welfare reform, such as 
expanding the Earned Income Tax Credit, and providing government-funded health care 
to millions of Americans, but deliver on few or none of the "sticks," such as work and 
personal accountability. 

A Disturbing Appointment 
In his first concrete action on the welfare reform front, President Clinton appointed 

Donna Shalala as head of the Department of Health and Human Services (HHS). The 
choice was odd because Shalala had served for years on the Board of Directors of the 
Children's Defense Fund, a Washington-based organization which has taken the lead in 
opposing work requirements for welfare recipients. Shalala actually served at the 
Children's Defense Fund during a period when the organization opposed the minuscule 
work and job search requirements in the 1988 Family Support Act. In her lengthy confir
mation testimony Shalala mentioned welfare reform in only one vague sentence. Up
braided by Senator Moynihan for her lack of interest in reform, Shalala promised merely 
to create yet another task force to look into reform. 

Revealing Budget Proposals 
An even greater disappointment to those who trusted in Clinton's promise to "end wel

fare" was the President's proposed budget submitted in the spring of 1993. The 
President's budget asked for $110 billion in expanded welfare spending over the next 
five years. Welfare spending was already projected to grow at a baseline rate of roughly 
50 percent over five years, before the proposed spending increases. Thus Clinton was pro
posing $110 billion in new spending above an already rapidly expanding baseline. 

True, some $26 billion of this new welfare spending was to expand the Earned Income 
Tax Credit. By supplementing the earnings of low-wage working parents, the EITC does 
help to "make work pay" relative to welfare. It is one of Clinton's "carrots" to reward 
constructive behavior and should be considered part of his welfare reform package. But 
the other spending increases sought by Clinton were largely for conventional welfare pro
grams invented in the earlier years of the War on Poverty: Food Stamps, public housing, 
energy aid,community development grants, and Head Start, among others. A complete 
list of Clinton's proposed welfare spending increases is included in the Appendix. 

Some might attempt to justify this expansion of conventional welfare prograins on the 
grounds that welfare was cut back during the Reagan and Bush years. In reality, federal, 
state, and local welfare spending (measured inconstant 1992 dollars) grew by more than 
50 percent in the Reagan-Bush period, rising from $195 billion in 1980 to $305 billion in 

proposals with this objective in mind. 
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fare recipients are to be required to work, total welfare costs may fall as recipients leave 
the rolls, but the amount of money specifically devoted to operating work programs must 
be greatly increased. The funds for administering workfare for welfare recipients are cur
rently included under the JOBS program created by the Family Support Act of 1988. In 
his address to the National Governors Association in February, Clinton said that the 
JOBS program had been highly successful but had been hampered by a lack of funds. 
However, his budget released a few weeks later contained no increase in JOBS/workfare 
funding. 

Some might argue that Clinton could not increase workfare funding until all the details 
of his welfare reform could be worked out. But when Clinton ultimately unveils his re
form, it will contain work programs similar to the workfare program (Community Work 
Experience program) which exists in current law and is already operated on a small scale 
as part of JOBS. If the intent is to "end welfare as we know it" the Clinton Administra
tion should have begun by vastly increasing as soon as possible the number of recipients 
required to participate in existing workfare programs. It was not necessary to wait until 
every detail of its final workfare plan had been developed. It is also worth noting that the 
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Clinton budget contained emergency funding requests for other initiatives such as N a
tional Service, even though the details of those programs'had not been worked out. 

If the Clinton Administration was serious in its plan to require workfare, it would have 
asked for supplemental appropriations for workfare in 1993 and, say, a quadrupling of 
JOBS funding for 1994. Instead Clinton sought aggressively to expand conventional wel
fare not workfare. The money for the proposed expansion of the Food Stamp program 

,.,.alone.could ha¥e.quadrupled futureJunding.for JOBS/workfare. 12 By procrastinating on 
its commitment to workfare, the Clinton Administration ensured that its campaign to end 
welfare would not even begin until Fiscal Year 1995. 

While not all the President's spending initiatives were approved by Congress, the pro
posed budget presents a dramatic statement of presidential priorities. The message is 
clear. The President has promised a welfare reform of both carrots (positive incentives 
for constructive behavior) and sticks (sanctions or limits on negative behavior). Follow
ing the pattern which has become almost habitual, the carrots have appeared promptly 
but the stick is nowhere in sight. 

The Administration's budget story has a final hypocritical twist. A few months after 
Clinton proposed $110 billion in increased spending, mainly for conventional welfare 
programs, Clinton political appointees at HHS began suggesting that it might be neces
sary to scale back Clinton's welfare reform plan because the government lacked funds to 
pay for it. 13 Thus Clinton appointees sought to build a case for reneging on Clinton's 
workfare policy by citing a lack of funds at the same time the Administration was propos
ing vast increases in conventional welfare spending. 

The War Against Workfare 
The Clinton Administration has not merely ignored its commitment to workfare; it has 

actually spent most of 1993 attempting to roll back existing work requirements. 

Under the 1988 Family Support Act, only one group of welfare recipients was actually 
required to work in exchange for benefits. That group was fathers in two-parent families 
receiving benefits from the Aid to Families with Dependent Children-Unemployed Par
ent (AFDC-UP) program. According to the Family Support Act, fathers in AFDC-UP 
families would be required to work in community service programs for sixteen hours per 
week. Congress limited this requirement to only 40 percent of AFDC-UP fathers and 
postponed the effective date of the work requirement until FY 1994. Note the minimal 
nature of this requirement: two-parent AFDC-UP families are 9 percent of the AFDC 
caseload, so 40 percent of 9 percent means only 3.6 percent of the total AFDC caseload 
faced a real work requirement. Even that requirement to work for a few hours per week 
was delayed until FY 1994, six years after the Act's passage. 

12 	 Federal JOBS funding in future years is capped at roughly one bill ion· per annum under current law. Clinton's proposed 
expansions to the Food Stamp program were $2 billion in FY1995 and $3 billion in each subsequent year. JOBS funding 
totals are from Congressional Budget Office, August 1993 Baseline, p. 290. Figures on the proposed Food Stamp 
expansion are provided in Executive Office of the President, A Vision of Change for America, February 17, 1993, p.137. 

13 	 Jason DeParle, "Clinton Aides See Problem with Vow to Limit Welfare," The New York Times, June 21,1993, p. AI. 
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The Clinton Administration's actions with regard to this minimal work requirement 
have been unequivocal-it has repeatedly attacked it. During the debate on the Omnibus 
Budget Reconciliation Act, the Clinton Administration sou~ht to postpone the AFDC-UP 
work requirement effective date from FY 1994 to FY 1996. 4 Since all the work provis
ions of the AFDC program undoubtedly will be completely rewritten before 1996, the 
Clinton Administration effectively was proposing to kill the only real work provision in 
existing law. 15 The Administration claimed lamely that it was trying to postpone work re
quirernentsori AFDC":UP fathers because there were no funds to operate such workfare' 
programs. Even assuming this dubious argument is correct, there were no funds to imple
ment these workfare programs in FY 1994 precisely because the Clinton Administration 
requested none. 

While the House of Representatives went along with Clinton's plan to roll back the 
AFDC-UP work requirements during the congressional debate on the budget, the Senate 
rebelled at this effort to gut the only work requirement in existing law. Led by Senator 
Moynihan, the Senate rejected the Clinton plan. The Senate then prevailed over the 
House in conference and the modest AFDC-UP work requirements were maintained un
changed. 

After the Clinton Administration failed in its legislative efforts to eliminate work re
quirements for AFDC-UP fathers, it adopted a back-door strategy: If it could not wipe 


. out the law, the Administration proposed to neuter it by permitting and encouraging an 

open violation of the law by state governments. This September, a few days before the 

AFDC work requirements were to take effect, Clinton's HHS issued a new regulation 

which greatly weakened the requirements. 16 Whereas the law requires participating 
AFDC-UP fathers to perform community service work at least sixteen hours per week, 
the Clinton regulations cut this to only eight hours per week. 17 

Since these proposed regulations deliberately and clearly violated the law, they drew a 
fire storm of protest. Among the critics, Senator Alfonse D' Amato (R-NY) declared, 
"Now that they can'tdelay any longer, the Administration is trying to water down these 
requirements. It is clear that this Administration isevading welfare reform.,,18 Faced 

14 	 David E. Rosenbaum, "Delay Sought in Law Meant to Trim Welfare Rolls," The New York Times, May 5.1993, p. B9. 
15 	 The Clinton Administration has attempted to justify its attempts to weaken the AFDC-UP work requirement by arguing 

that the ~umber of AFDC-UP parents who were required to work was technically a subset of the total number of welfare 
parents ~both AFDC and AFDC-UP) who were required to participate in the JOBS program. Thus even if the AFDC-UP 
work requirements were abolished, the combined total of AFDC and AFDC-UPparents who would be required to 
participate in the JOBS program would not be affected. But the JOBS program is not a work program; state governments 
have the option to put JOBS participants in less demanding training and "job search" activities. As a result few participants 
in JOBS actually work for benefits. By contrast the AFDC-UP work program, which the Clinton administration sought to 
abolish, actually requires, for the first time, a definite number welfare parents to work for their benefits. By "postponing" 
the AFDC-UP work requirement, the Clinton administration would have permitted states to put recipients in much less 
demanding "job search" programs rather than real work programs. The bottom'line is simple: the Clinton administration 
sought to do away with the only provision in current law that makes even a tiny number of welfare recipients actually 
work. 

16 The AFDC-UP work requirements were scheduled to take effect at the beginning of fiscal year 1994, which commenced 
October 1, 1993. 

17 "Clinton Backs Away from Plan to Weaken Welfare Work Rules," The Wall Street Journal, September 27,1993. 
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with vocal opposition in the Senate and press articles calling attention to the contradic
tion between Clinton's rhetoric and policy, HHS quickly rescinded its regulations. 

State Experimentation and Waivers 
The only area of the Clinton record that suggests even the slightest momentum toward 

genuine reform has been waivers granted to state governments. In keeping with his "New 
Democrat" theme, President Clinton has acknowledged that all wisdom may not reside in 

··:Washihgtoi1;D.C:'Henas"thus prbposedtol{oster'stateexperimentation in welfare policy' 
by granting state governments waivers from federal law in operating some welfare pro

19 grams. 

In addressing the National Governors Association, President Clinton repeated his cam
paign pledge to promote state experimentation: 

We need to encourage experimentation in the states ... 1do not want the 
Federal Government, in pushing welfare reforms based on [my] general 
principles, to rob [state governors] of the ability to do more, to do different 
things .... M1 view is that we ought to give you more elbow room to 
experiment. 0 . 

Clinton explained that serious support for experimentation must permit the states to un
dertake initiatives which go beyond federal reform policies and do things which he, the 
President, might not personally approve of. In order to foster experimentation, he 
pledged to "approve waivers of experiments that I did not necessarily agree ·with ... .If we 
didn't disagree on anything, what would be the need for experiments? That is the nature 
of the experiment, is that one person has an idea different from another person.,,21 

However, to 'date, few of the waiver requests submitted to the Clinton Administration 
have proposed significant reforms. The key exception was the waiver request submitted 
by Wisconsin Governor Tommy Thompson for an experiment in two counties. In those 
counties, the Governor planned to convert the AFDC program into a program of tempo
rary aid. AFDC recipients could receive benefits for two years, after which their AFDC 
benefits would be terminated. In contrast to President Clinton's national reform proposal, 
Thompson's experimental plan did not guarantee community service jobs to those who 
stayed on welfare over two years. 

The response of Clinton's HHS was predictable. Despite the President's explicit 
pledge to grant waivers for policies he did not fully agree with, HHS attempted to crush 
the Wisconsin waiver request. HHS demanded that the Governor eviscerate his proposal 
by guaranteeing all AFDC recipients whQ remained on AFDC over two years the right to 

18 Ibid. 
19 Contrary to common conceptions the U.S. welfare system is almost totally federal, consisting of over 75 federal programs. 

State governments merely contribute fllnds to these federal programs and operate them subject to federal law and 
regulation. At the request of a state government, the federal government may "waive" federal law and regulation 
governing a particular welfare program within the state in order to permit policy experimentation. 

20 Clinton, op. cit. 
21 Ibid. 
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community service jobs. This would have converted the Thompson proposal from a 

unique experiment into a mere clone of what Clinton was proposing to do nationally. 


Governor Thompson refused to yield to HHS pressure. HHS then sought to cripple the "
proposal by requiring the Wisconsin government to entangle itself in thousands of dollars 
of "due process" litigation each time an AFDC case was actually terminated. Despite 
months of resistance, it was HHS rather than Thompson that finally buckled, and the 

' waiver ~q~~t.;was,granted withoutcripp.l.i.Q.g. modifications. 

The Wisconsin waiver will initiate a bold experiment, but its scope is limited. The ex

periment is restricted to only two counties and does not begin until January 1995. Wel

fare benefits will not be terminated for any recipients until two years later, in January 

1997. 


Reviewing the overall record of the Administration, the lesson is plain. The Clinton re
. cord on workfare has been a disaster. After campaigning on the theme of "ending wel
fare" and requiring welfare recipients to work, Clinton has expanded conventional wel
fare spending, requested no funds for workfare, and sought to abolish the only real work 
requirement in existing law. This is scarcely an auspicious start for "ending welfare as we 
know it." 

PRINCIPLES OF REAL· REFORM 


The welfare system desperately needs reform. Real reform would convert welfare from 
a one way hand-out into a system of mutual responsibility in which welfare recipients 
would be given aid but would be expected to contribute something back to society for as
sistance given. A reformed system also must strongly discourage dependency and irre
sponsible behavior and encourage constructive behavior. It must firmly control soaring 
welfare costs, which are slowly bankrupting the nation. Finally, and most important, wel
fare reform must seek to reduce the illegitimate birth rate in the U.S. and promote the for
mation of stable two-parent families. Any "reform" which does 'not dramatically reduce 
the illegitimate birth rate will not save money and will fail to truly help America's chil
dren and society. 

With these objectives in mind, real reform must be based on the following eight princi
ples: 

1) Establish serious workfare requirements. 

The key to successful workfare is the number of welfare recipients who' are required 
to participate. Following the pattern of the 1988 reforms, it is likely that the Clinton 
plan will be quite complex, appearing to require large numbers of recipients to per
form community service work when in reality few are. Real reform would require all 
fathers in the AFDC-UP program to perform community service work forty hours per 
week in 1994. It would also require able-bodied single persons in the Food Stamp pro
gram to work. And it should require half ofall single mothers on AFDC to perform 
community work service for benefits by 1996. 
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2) Establish sensible workfare priorities. 

Workfare programs should be efficient and low-cost. Workfare should be estab
lished first for those persons who have the least justification for being out of the labor 
force. Therefore workfare requirements should be imposed initially on able-bodied, 
non-elderly single persons on welfare, followed by fathers in two-parent families on 
welfare and absent fathers who fail to pay child support. After workfare has been put 

. : .... in.operation.focthese .groups, those .single ~~thers on AFDC who do not have pre
school children should be required to work. . 

High day care expenses mean that putting a single mother with a young child to 
work in a community service work program costs roughly two to three times as much 
as requiring a mother with older child to work. Because work programs inevitably op
erate within fixed budgets, an emphasis on workfare participation by mothers with 
younger children leads to a sharp reduction in the total number of persons who will be 
. required to work. One little-understood aspect of the workfare debate is that liberals 
often attempt to focus workfare programs on mothers with very young children pre
cisely because they understand this will quickly soak up available funds and thereby 
limit the number of recipients required to participate. Liberal welfare advocates also 
would like to undermine the general concept of workfare by showing that all workfare 
programs cost more than they save-.so they promote the least cost-effective workfare 
programs (namely, those with a heavy emphasis on mothers with young children). 

About half of AFDC single mothers do not have any pre-school children under age 
five. Workfare should be imposed on single mothers with younger children under five 
only after most mothers with older children have been required to.work. However, if 
an AFDC mother gave birth to an additional child after her initial enrollment in' 
AFDC, that child should not exempt her from work requirements. (This rule is needed 
to prevent mothers from having additional children to escape the work requirement.) 

3) Limit welfare given to unwed teen mo'thers. 

By paying young women to have children out of wedlock, the current welfare sys
tem encourages them in a course of action that, in the long term, proves self-defeating 
to the mothers and harmful to both the children and society. Placing millions of single 
mothers in work and training programs will have little positive effect for society as 
long as the illegitimate birth rate remains over 30 percent. 

Congress must go to the heart of the dependency problem by seeking to reduce the 
number of illegitimate births. It has been a tragic mistake for the government to pay 
money to fourteen-year-old girls on the condition that they have children out of wed
lock. The government should begin to address the illegitimacy problem by ending the 
disastrous present policy of giving AFDC cash payments to unmarried teen mothers. 

22 	 There should be no blanket two-year exemption from work requirements. Work requirements which are imposed when a 
recipient first enrolls in welfare are likely to have the strongest possible effect in reducing welfare rolls because they 
dissuade individuals from enrolling in welfare in the first place. Thus serious work requirements mandated at the time of 
initial welfare enrollment are likely to be the most cost-effective workfare programs. 
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As Washington Post journalist Leon Dash has shown in his book When Children 
Want Children, most unmarried teen mothers both conceive and deliver their babies 
deliberately rather than accidentally.23 While young women do not bear unwanted .) 
children in order to gain a welfare income, they are very much aware of the role 
which welfare will play in supporting them once a child is born. Thus, the availability 
of welfare bolsters the decision to become pregnant. Refusing to pay young unwed 
mothers direct cash benefits would certainly result in a sharp and substantial drop in 
tee"Tf'1:1Iegltimacy.24 ...., ..... ....". . '. ' . 

Those federal AFDC funds, which currently are given directly to unwed mothers 
under age 21 should be converted into block grants to the states. State governments 
could use the funds to develop innovative new policies for assisting those teenagers 
who continue to have children out of wedlock. Such polices could include supporting 
the mothers in tightly supervised group homes or promoting adoption. But federal 
funds could no longer be used to simply give cash welfare to teen mothers. 

4) Do not provide increased AFDC and Food Stamp benefits to mothers 
who bear additional children while already enrolled in the AFDC program. 

Under the current system, if a mother enrolled in AFDC bears additional children 
she receives an automatic increase in her AFDC and Food Stamp benefits. No other 
family in U.S. society receives an automatic increase in its family income if it has 
more children. There is no reason to provide expanded welfare benefits to single moth
ers who have additional illegitimate children after they are already dependent on wel
fare. 

A limitation of this sort has already been put in effect in the state of New Jersey by 
black Democratic Assemblyman Wayne Bryant. Although available evidence is lim
ited, early data s~ggest that the policy will significantly reduce the number of out-of
wedlock births. State officials call attention to a 16 percent drop in births among wel- . 
fare recipients in the first two months following the change in policy.25 , 

5) Require paternity establishment for children receiving AFDC. 

Current law requires that an AFDC mother must make a "good faith" effort to iden
tify the father of the child in order to receive AFDC. This law is routinely ignored. 
The government should require, for children born after January 1994, that the mother 

23 Leon Dash, When Children Want Children: An Inside Look at the Crisis ofTeenage Parenthood, Penguin Books, 1989. 
24 There is clear evidence that welfare affects the illegitimate birth rate. For example, Dr. June O'Neill found the dollar value 

of monthly welfare benefits in a state has a dramatic affect on whether women will have children out of wedlock. Holding 
constant a wide range of other variables such as income, parental education, and urban and neighborhood setting, O'Neill 
found that a 50 percent increase in the monthly value of AFDC and Food Stamp benefits led to a 43 percent increase in the 
number of out of wedlock births over the study period. The study also found that higher welfare benefits increased the 
number of women who left the labor force and enrolled in welfare. A50 percent increase in monthly AFDC and Food 
Stamp benefit levels led to a 75 percent increase both in the number of women enrolling in AFDC and in the number of 
years spent on AFDC. In other words increases in benefits' value will cause dramatic expansion in welfare caseloads. 
Source: M. Anne Hill and June O'Neill, Underclass Behaviors in the United States: Measurement and Analysis of 

. Determinants, August 1993, research funded by Grant No. 88ASPE20lA, U.S. Department of Health and Human Services. 
25 Kimberly J.McLarin, "Trenton Welfare Changes Being Felt," The New York Times, December 5, 1993 pp. 49,56. 
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identify the father of the child in order to receive AFDC,public housing, or Food 
Stamps.26 Exceptions to this rule in a few hardship cases could be given but the excep
tions should not exceed 10 percent. 

Modern DNA testing permits government officials to determine the child's real fa
ther with absolute confidence. Once the mother has identified the father and paternity 
has been established, the father can be required to pay child support to offset welfare" 

, .. ,.,costs., If.the,.child support paid does.noLequal halftbecost of the AFDC and Food 

Stamps received by the mother and child, the remainder should become a debt which 

the father must repay at a future point. 


If the father .claims he cannot pay any child support because he cannot find a job, 
the government should require community service work from him to fulfill his obliga
tion. Experiments with this approach in Wisconsin have led to surprising im
provements in the ability of absent fathers to locate private sector employment and 
pay child support. Moreover, the definite expectation among young men that they will 
be identified as fathers and required to pay child support for their children may put an 
end to the ethos in some communities where young men assert their masculinity by 
fathering children they have no, intention to support. 

6) Reduce welfare's marriage penalty. 

The current welfare system heavily penalizes marriage between a mother and a 
working man. This marriage penalty should be reduced by creating a tax credit for 
lower-income parents who are married and who are working rather, than living on 
welfare. 

7) Provide increased funding for abstinence education. 

Scientific experiments have shown that strong sexual abstinence curricula substan
tially change teenagers' attitudes toward early sexual activity. Among girls taking ab
stinence courses, pregnancy rates have be€,m reduced by over 40-Rercent when com
pared with girls who have not taken the sex abstinence classes.2 By contrast, pro
grams promoting contraception may increase pregnancy rates. 

8) Cap the growth of welfare spending. ' 

No matter how frequently official Washington proposes to "end welfare," the costs 
of welfare continue to rise. Welfare 'absorbed about 1.5 percent of GNP when Lyndon 
Johnson launched the War on Poverty in 1965; it had risen to over 5 percent by 1992. 
With a $305 billion price tag, welfare spending now amounts to $8,300 for each poor 
person in the U.S. Worse still, Congressional Budget Office figures project total wel
fare costs to rise to half a trillion dollars, 'or about 6 percent of GNP, by 1998.28 Pre

26 	 For children born years ago it often is impossible to locate the father. The paternity establishment rule should therefore be 
applied prospectively: the mother should be required to establish paternity in order to receive welfare for children born in 
1994 and after. 

27 	 U.S. Department of Health and Human Services, Office of Adolescent Pregnancy Programs, Final Report O.A.P.P. 
#OOOB16-05,19B5-1990,p.8. 

28 	 These figures represent estimated federal, state and local spending on means-tested welfare programs and aid to 
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dictably, the Clinton Administration maintains that half a trillion dollars is not 
enough; "ending welfare" for the Clinton Administration means adding on even more 
spending, t' 

The long history of bogus welfare reforms, all of which were promised to save 

money but did not, leads to one obvious conclusion, The only way to limit the growth 

of welfare spending is to do just that: limit the growth of welfare spending. The wel


..fare,s~stem mustbe.put .on a.dieLTheJW:uregrowth of fediJal ~e~s-tested welfare 
. 	 spendmg should be capped at, say, 3.5 percent per annum. IndIvIdual programs 

would be permitted to grow at greater than or less than 3.5 percent according to con
gressional priorities, provided aggregate spending fell within the 3.5 percent ceiling. 
By slowing the outpour from the federal welfare spigot, the cap gradually would re
duce the subsidization of dysfunctional behavior: dependency, non-work, and 
illegitimacy. The cap also would send a warning signal to state welfare bureaucracies. 
Cushioned by a steady and increasing flow of federal funds in the past, most bureau
cracies have found no need to grapple with the tough and controversial policies 
needed to really reduce illegitimacy and dependency. With a cap on future federal 
funds, state governments would, for the first time, be forced to adopt innovative and 
aggressive policies which would reduce the welfare rolls. 

CONCLUSION: THE COMING BOGUS REFORM 
", 

Clinton's promise to "end welfare as we know it" was a focal point of his 1992 elec
tion campaign, Clinton aides admit that welfare reform is pivotal to Clinton's effort to de
fine himself as a "New Democrat." By claiming that he will require welfare recipients to 
work for the benefits they get, Clinton has seized a very popular issue; nearly 90 percent 
of the public believe that able-bodied welfare recipients should be required to "do work 
for their welfare checks.',30 

':: 

But Clinton's actions in his first year in office indicate strongly that he intends to ex
pand rather than end welfare, While Clinton no doubt will boldly embrace the symbols of 
reform, there is very little indication that he will actually seek substantial changes in the 
current system. All the evidence suggests that Clinton will duplicate the meaningless wel
fare reform debate of 1988. As in 1988, the public again will be told that America has 
achieved a revolutionary change in welfare when in fact little or nothing has been al
tered. 

economically disadvantaged communities. The Congressional Budget Office estimates only future federal spending. 
Future state and local spending figures were estimated separately by assuming that the ratio of federal spending to state 
and local spending on specific programs would remained unchanged. This is a reasonable assumption since the required 
state contribution to most federal welfare programs is legislatively established at a fixed percentage offederal spending on 

. that program. These percentages change little over time. 
29 	 Medicaid could be exempted from the cap. 
30 	 For example, a Gallup poll conducted between March 30 and AprilS, 1992 found that 88 percent of adults polled favored 

"a law requiring all able-bodied people on welfare, including women with pre-school children to do work for their welfare 
checks." Many polls by other organizations show almost identical results. 
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Using the 1988 reform and the first year Clinton record as prognosticators, it seems 
likely that President Clinton will propose a new round ofbogus reform which will have 
the following features: 

t/ Any proposed legislation will have tough language about requiring work, but the 
actual work provisions will be technical and complex. Few on Capitol Hill will 
read and understand them. 

t/ While the Administration will claim that vast numbers of welfare recipients will 
'be required to perform community service work under its proposed legislation, 
fewwill actually be required to work. The percentage of AFDC recipients who 
are actually required to perform community work service work will probably be 
under 10 percent in 1996. 

t/ The workfare programs established will be inefficient and unnecessarily expen
sive. The costs of operating these programs will exceed any savings they achieve 
by encouraging welfare recipients to leave the rolls. The Clinton Administration 
will claim vaguely that the programs will save money "in the long run." 

t/ The Clinton Administration will call for a heavy new investment in education 
and training programs for welfare recipients despite the compellIng evidence that 
such programs are ineffective in raising the wage rates of welfare recipients. 

t/ The false notion that huge numbers of welfare mothers have been required to 
work will be used to j ustify "creating a federal day care system for middle class 
families. 

t/ The central problem of high illegitimacy rates will rarely be mentioned; no effec
tive policies to reduce illegitimacy and promote marriage will be adopted. 

t/ Means-tested welfare spending will continue to soar after the "reforms" and will 
almost certainly top $500 billion by 1998. 

t/ The entire Clinton reform will be swaddled in tough, conservative rhetoric. 

The bogus welfare reform of 1988 simply perpetuated a social disaster. By creating a 
facade of illusory change, the 1988 Family Support Act stalled serious reform efforts for 
a half decade. Accumulating evidence indicates the 1988 process is about to be repeated. 

But American society cannot afford another round of bogus welfare reform. The wel
fare state is out of control and growing rapidly. Insidiously, welfare creates its own clien
tele; by undermining work ethic and family structure, the welfare state generates a grow
ing population in "need of aid." This is why welfare spending has risen from 1.5 percent 
of GNP when Lyndon Johnson launched the War on Poverty in 1965 to 5 percent today. 
Spending will rise to 6 percent of GNP within few years, and there is no end in sight. 
Moreover, by promoting illegitimacy and family disintegration, welfare is a leading 
cause of crime and other social problems. 
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The only way to end this expensive and destructive pattern is to enact true reform-re
form that controls costs, reduces dependency, and above all, reduces illegitimacy. 

Robert Rector 
Senior Policy Analyst 

David Kuo assisted in preparing this study. 
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APPENDIX 

Proposed Expansions for Welfare Programs from 


\\ A Vision for Change for America 1/ 


The Clinton Administration Budget Proposal,FY 1994 

:: ";t..' 

The following is a list of spending increases in means-tested welfare programs and re
lated programs for low-income persons and communities proposed by the Clinton Ad
ministration in its initial budget submitted to Congress on February 17th of this year. 
While not all of these spending increases were enacted by Congress, the list does give a 
clear indication of the priorities of the Clinton Administration. 

All figures are taken directly from the Appendix to the President's budget summary, A 
Vision o/Change/or America.31 Most figures represent proposed spending increases 
over a five-year period from fiscal year 1994 through fiscal year 1998. However, "Sum
mer of Opportunity" figures generally represent short-term spending initiatives of one or 
two years. Some programs are listed more than once in the budget, receiving multiple in
creases from separate initiatives. For example, the Clinton Administration proposed to in
crease WIC funding as part of the "Summer of Opportunity" and again as part of "Life
long Learning." In these cases, the total proposed increase for the program is the sum of 
all the increases listed separately in the budget. 

Proposed Increases in the FY 1994 Budget Request 

"Summer of Opportunity" 
WIC Supplemental Feeding Program: 

Expand food benefits to women and children. Cost: $75 million 

Emergency Food Assistance Program: 
Provide added federal money to purchase food for food banks. Cost: $23 million 

Chapter 1, Summer School Program: _ 
Expand funding for summer school programs 
for children in poor neighborhoods. Cost: $500 million 

Chapter 1, Census Supplemental: 
Expand education funding for schools in disadvantaged areas. Cost: $235 million 

Head Start Summer Program: 
Expand Head Start through the summer months. Cost: $500 million 

31 Executive Office of the President, Office of Management and Budget, A Vision ofChange for America (Washington D.C.: 
U.S. Government Printing Office, February 17, 1993). 

19 


http:America.31


,. 
':, 

HHSlHead Start Childcare Feeding: 
Pay for meals of children attending the expanded 
Head Start summer program. 

Immunization: 
Buy vaccines for low-income children. 

Summer Youth Employment: 
Finance more'thiui 700;000 siiinmer jODs 
for low-income youths. 

Worker Profiling: 
Provide funds to identify workers that need 
job placement help. 

Community Service Employment for Older Americans: 
Provide added funds to expand participation of senior citizens 
in community service projects. 

Extend Unemployment Compensation: 

National Service Program: 
Pay "volunteers" to perform community service. 

Urban Development and Housing Initiative 
Accelerate Public Housing Modernization: 


Accelerate a "backlog" of funding for 

improving public housing. 


Community Development Block Grants: 
Funding for previously unfunded projects like 
street and bridge work, building rehabilitation, painting 
and resurfacing, and other "public service projects" in 

disadvantaged areas. 

Supportive Housing: 

Expand funding for homeless shelters. 


Environment/Energy 
Increase Weatherization Grants: 


Expand grants to encourage state 

weatherization programs for low-income people. 


Rebuild America -Infrastructure 
Business and Community Initiative: 


Provide federal assistance to low-income rural 

residents to raise their standard of living. 


Increase Weatherization Grants: 

Provide more federal money for low-income 

people to insulate their homes. 


Cost: $56 million 

Cost: $300 million 

Cost: $1,000 million 

Cost: $29 million 

Cost: $26 million 

Cost: $4,000 million 

Cost: $15 million 

5-year cost: $1,035 million 

5-year cost: $2,536 million 

5-year cost: $423 million 

5- year cost: $47 million 

5-year cost: $1699 million 

5-year cost: $375 million 
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I" Community Development Block Grant: 
Provide more funds for low- and moderate-income 
residents to improve their communities. 

Enterprise Zones (tax incentive): 

Invest in "enterprise zones" in poor areas. 


Community Development Banks: 
"-' :Cre'a1e'bahks' tliatwould' pi"crvide goveminenfloans 

, for business and housing purposes in low- and 
moderate-income areas. 

Housing Vouchers: 

Expand housing subsidies to more Americans. 


Preservation and Restoration of Assisted Housing: 

Provide funds to upgrade government 

rental housing. , 


Supportive Housing Program: 

Increase funds for homeless. 


Distressed Public Housing: 
Increase funds to repair and restore public housing. 

HOPE Youthbuild: 

Provide added spending on young people. 


Lifelong Learning 
WIC (Special supplemental food program for women, 

infants, and children): 
Expand food aid to families with young children. 

Parenting and Family Support: 
Provide funds to government programs to teach low-
and moderate-income parents how to raise children. 

Head Start: 

Increase Head Start funding. 


National Service: 

Employ "volunteers" for community service. 


Worker Training Initiatives: 

Add to funding for training low-income workers. 


Rewarding Work 
EITC: 


Expand refundable tax credits to 

low-income working families with children. 


Unemployment Extension: 

5-year cost: $430 million 

5-year cost: $4,119 million 

5-year cost: $468 million; 

5-year cost: $1,370 million 

5-year cost: $1,377 million 

5-year cost: $424 million 

5-year cost: $373 million 

5-year cost: $106 million 

5-year cost: $3,634 million 

5-year cost: $1,450 million 

5-year cost: $13,846 million 

5-year cost: $9,430 million 

5-year cost: $14,910 million 

5-year cost: $26,787 milliori 

5-year cost: $2,400 million 
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Health Care 
Food Stamps: 

Provide funds to expand the Food Stamp program. S-year cost: $12,000 million 

Low-income Home Energy Assistance Program: 
Increase funding to pay utilities bills for 
low- and moderate-income families. S-year cost: $2,94S million 
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Each year, the U.S. Census Bureau report~ the-number of Americans who are "living in pov
erty." According to the Bureau, in 1992 there were 37 million poor Americans. But a close look at 
the actual material Hving standards of persons defined as "poor" demonstrates that the'Census Bu
,reau's official poverty report is highly misleading. For most Americans the word "poverty" means 
destitution, an inability to provide a family with nutritious food, clothing, and reasonable shelter. 
Only a small number of the 37 million persons classified as "poor" by the Census Bureau fit such a 
description. 

In fact, numerous government reports indicate that most "poor" Americans today are better 
housed, better fed, and own more personal property than average Americans throughout most of the 
century. As Chart 1 shows, in 1991, the per capita expenditures of the lowest income one-fifth of 
the U.S. population exceeded the per capita income of the average American household in 1960, af
ter adjusting for inflation. 1 

Actual Living Standards 
The following are facts about persons defined as "poor" by the Census Bureau. Data are taken 

-from various government reports: 

II In 1991 nearly 40 percent of all "poor" households actually owned their own homes. 
The average home owned by persons classified as,"poor" by the Census Bureau is a 
three-bedroom house with a garage and porch or patio.2 

II Over three-quarters of a million "poor" persons own ho~es worth over· $100,000; 
71,000 "poor" persons own homes worth over $300,000. _ 

1 U,S. Department of Labor, Bureau of Labor Statistics, Consumer Expenditures in .1991, Report 835, December 
1992" p. 4. U.S. Department of Commerce, Bureau of the Census, Historical Stcltistics ojthe .United States, 
Part I (Washington, D.C.: U.S. Bureau ofthe Census), 1975, pp. 297 and 301. 

2 U.S. Department of Housing and Urban Development, and U.S. Department of Commerce, Bureau of the 
Census, American Housing Survey for the United States in 1991, Current Housing Reports H150/91 
(Washington D.C::U.S. Government Printing Office, April 1993), pp. 38,90,94, 102. 

3 Ibid., p. 120. 

Nothing written here is to be construed as neces.~arily reflecting the views of The Heritage Foundation 
or as an attempt to aid or hinder the passage of any bill before Congress, 



V Only 8 percent of "poor" households are overcrowded. Nearly 60 percent have more 
'.' than two rooms per person.4'. .... 

V 	As Chart 2 sh~ws, the average "poor" American has twice as much living ~pace as 
the average Japanese and four times as much living space as the average Russian. 
(Note: These comparisons are to the average citizens in Russia and Japan, not to 
those classified as poor.)5 . . ' 

V Nearly 60 .percentof "poor:: hooseholds have air conditiQning.~By contrast, just 
twenty years ago only 36 percent ofthe entire U.S. population enjoyed air co~ditiQn
ing. 

V 	SixtJ?-four percent of "poor" households own a car; 14 percent ~wn two or more. 
cars. " . 

V 	Fifty-six percent own microwave ovens.8 

V Close to a quarter have an automatic dishwasher;9 nearly one-third own a separate, 
stand-alone freezer in addition to their refrigerator. 10 

V 	Ninety-one percent have a color television. Twenty-nine percent own two or more 
·· 11 .coIor teIeVlSlOns. . 

V "Poor" Americans live in larger houses or apartments, eat more meat, and are more 

. likely to own cars and dishwashers than is the general population in Western 

. Europe. 12 . . 


V The "poor" are far from being chronically hungry and malnourished. In 'fact'foor 

. persons are more likely to be overweight than are the middle-class person~.l 


V Poor children actually consume more meat than do higher-income children and have 

average protein intakes 100 percent above recommended levels. 14 


4 	 Only 7.5 percent of poor households have one room per person or less. Ibid., p. 42. 
5 	 Robert Rector, "How the Poor Really Live: Lessons for Welfare Reform" Heritage Foundation Backgrounder 

No. 875, January 31 1992, pp. 12, 13. 
6 	 American Housing Survey for the United States in 1991, p. 50. 
7 	 Ibid., p. 50. 
8 	 U.S. Department of Energy, Energy Information Administration, Housing Characteristics j 990 (Washington, 

D.C., Department of Energy, May 1992). Ibid., p. 112. 
9 American Housing Survey, op. cit., p. 44. 
10 Housing Characteristics, op.cit., p. 114. 
11 U.S. Department of Energy, Energy Information Administration, Housing Characteristics 1990 (Washington 

D.C., Department of Energy, May. 1992), p. 115. 
12 Robert Rector, Kate Walsh O'Beirne, Michael McLaughlin, "How Poor Are America's Poor?" Heritage 

Foundation IJackgrounderNo. 791, September 21, 1990. 
13 Robert Rector, "Food Fight: How Hungry Are America's Children?" Policy Review, Fall 1991. 
14 U.S. Department of Agriculture, Human Nutrition Information Service, Nutrition Monitoring Division, Low 

'. Income Women 19-50 Years and Their Children 1-5 Years, 4 Days, Nationwide Food Consumption Survey of 
Food Intakes by Individuals, NFCS CSFII Report No. 85-5 (Washington, D.C.: U.S.Department of Agriculture, 
March 1988), pp. 14,72-73. U.S. Department of Agriculture, Human Nutrition Information Service, Nutrition 
Monitoring Division, Women 19-50 Years and Their Children 1-5 Years. 4 Days, Nationwide Food Consumption 
Survey of Food Intakes by Individuals, NFCS CSFII Report No. 85-4 (Washington, D.C.: U.S. Department of 
Agriculture, August 1987),pp. 16,64-65. 
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V 	As Table 1 shows, the average consumption of pro Table 1 

tein, vitamins, and minerals is virtually the same 
 Average Per-Capita Consumption 

'. for poor and middle-class children, and in most of Nutriments asa Percentage of 
cases is well above recommended norms. 15 Poor Recommended Daily Allowances 

for Children Under Age 6 in 1985. children today are in fact super-nourished, grow

ing up to be on average one inch taller and ten 
 Family Income Family Income 

Below 75% Above 300%pounds heavier that the GIs who stormed the of Poverty of Poverty 
Threshold Thresholdbeaches of Normandy in World War 11.16 

-Protein 211 213 
Vitamin 8-12 211 164Comparing Spending with Income 
Thiamin 192 152The Census Bureau counts as poor any household with a 
Vitamin A 186 230

cash income less than the official poverty threshold, which 
Vitamin C 179 164 

was $14,343 for a family of four in 1992. But the simple Riboflavin 181 182 
fact is that the Census Bureau dramatically undercounts Folacin 149 158 
the incomes of less affluent Americans. Other government Niacin 138 145 
surveys consistently show that spending by low-income Phosphorous 120 127 

Vitamin B-6 113 133 

claims these households have. 
U.S. households greatly exceeds the income which Census 

Vitamin E 113 102 

Magnesium 105 126 


As Chart 3 shows, in 1991 Census claimed that the low
 Calcium 94 99 
est income fifth (or quintile) of U.S. households had an av Zinc 76 73 
erage "income" of $7,263. In the same year, the Consumer 

Source: See footnote 15.
Expenditure Survey of the Department of Labor showed 
that the average household in the same lowest income quin
tile spent $13,464. The Labor Department and the Census Bureau data directly contradict each other. 
The Labor Department survey shows $1.85 in spending for every $1.00 of income Census claims 
these same households possess. This is no fluke; a similar wide gap between spending and alleged 
"income" occurred throughout the 1980s. . 

But the picture is still incomplete. When counting household expenditures, the Labor Depart
ment's Consumer Expenditure Survey excludes public housing subsidies and health care subsidies 
provided through Medicaid, Medicare, and other government medical programs. If housing and 
medical subsidies are included, the total expenditures of the average household in the bottom in
come quintile rise to $17,804.17 This means less-affluent households spend $2.45 for every $1.00 of 
"income" reported by Census. 

15 	 Low Income Women 19-50 Years and Their Children 1-5 Years, 4 Days, op.cit., pp. 72-73.Women 19-50 Years 
and Their Children 1-5 Years, 4 Days, op.cit., pp.64-65. 

16 	 Based on a comparison of males in their late,teens. Bernard D. Karpinos, Height and Weight ofMilitary Youths 
(Medical Statistics Division, Office of the Surgeon General, Department of the Army, 1960), pp. 336-351. 
Information on the current height and weight of youths provided by the National Center for Health Statistics of 
the U.S. Department of Health and Human Services based on the National Health and Nutrition Examination 
survey. 

17 	 This calculation assumes that the bottom income quintile received the following share of government outlays: 75 
percent of means-tested housing subsidies; 60 percent of means-tested medical subsidies to non-institutionalized 
persons, and 30 percent of Medicare outlays. The share of outlays going to the bottom quintile was estimated 

. using data provided in the American Housing Survey, the Current Population Survey, and the Survey of Income 
and Program Participation. 
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Errors in the Census Bureau's Poverty Measurement 

The above facts make it clear that something is radically wrong with the annual Census Bureau' M. 

poverty report. In reality ,the Census report dramatically underestimates the economic resources 
available to less affluent American households and dramatically overstates the number of poor 
Americans. There are three sources of error in the annual Census poverty report. 

1) 	The Census Bureau fails to count most welfare benefits as income. As noted, the Census Bu
reau counts as poor any household whose "income" falls below specified thresholds. However, 
in determiriing farriily's income, the Census Bureau deliberately ignores all non-cash welfare 
benefits receive a by the family : For example, if a family received $4,000 in Food Stamps and 
$5,000 in housing aid over a year, these benefits would be treated as having zero income value 
by Census. 

In 1992, federal, state, and local governments spent $305 billion on welfare programs provid
ing cash, food, housing, medical aid and social services to low-income Americans. This was 
roughly three times the amount of money needed to raise the incomes of all poor Americans, as 
identified by the Census Bureau, above the poverty income thresholds. But the Census Bureau, 
in counting incomes, ignores most of this welfare aid. According to the official government fig
ures, Medicaid, Food Stamps, the Women, Infants and Children (WIC) food program, public 
housing, and most other welfare programs, have no effect on the living standards of the poor. 

In 1992, welfare benefits and services which were provided to low-income Americans, but 
notcounted as income by the Census Bureau, equalled $183 billion, or 3.1 percent of the total 
U.S. economy. Overall, the missing or non-counted funds amounted to $11,470 for every 
"poor" household. While not every poor household received that level of non-cash aid, it clear 
that Census vastly undercounts the level of government assistance provided to most low income 
households. 

2) 	 The Census poverty report also undercounts household income because it fails to count the 
enormous "underground economy" in the U.S. The underground economy consists primarily 
of persons who perform legitimate work "off the books" in order to avoid government taxes and 
regulation. Most of the individuals with "off the books" earnings are low-income persons, par
ticularly those who are self-employed or work in small businesses. Estimates put the total value 
of the unreported earnings at around $300 billion or 5 percent of the gross national product. 18 

While Americans do report more income to the Census Bureau than to the Internal Revenue 
Service, much of the informal economy is still not r1P0rted to the Census Bureau and thus not 
included in the Census count of household income. 1 . 

3) 	The Census Bureau ignores household assets. In determining whether a household is "poor" 
the Census Bureau counts only the household's income in the current year. It ignores all assets 
accumulated in prior years. Thus a businessman, who has suffered losses and, as a result, has a 
zero or negative income for the current year, will be officially counted as "poor" even if he 
owns a home and has several million dollars in the bank. 

18 	 These figures include only unreported wages and self-employment earnings from lawful activities. U.S. 

Department of Labor, The Underground Economy in the United States, Occasional Paper No.2, September 

1992, p. 24. See also Carol S. Carson, "The Underground Economy: An Introduction," Survey of Current . 

Business, May 1984, pp. 21-37. 


19 	 U.S. Department of the Treasury, Internal Revenue Service, Estimates of Income Unreported on Individual 

Income Tax Returns, Publication 1104 (9-79), pp. 118-132. 
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War on Poverty Not a Success . 
If poverty is defined as: an individual who lacks adequate nutritious food for his family, lacks 

clothing, lacks a reasonably warm, dry apartment to live in, or who needs a car to get to work and 
does not have one-then there are very few poor persons remaining in the U.S. Certainly, only a 
small fraction of the 37 million persons classified as "poor" by Census would be poor by the preced
ing criteria. . 

But the low level of actual material poverty in the U.S. should not be regarded as victory for the 
War on Poverty ..Studiesreveal that the biggest effect of current welfare spending is not to raise in
come, but merely tG replace self-sufficiency with dependence. A second consequence of welfare has 
been the destruction of families. In 1959, 28 percent of poor families with children were headed by 
women. By 1991,61 percent of poor families with children were headed by single mothers. In the 
1960s when the War on Poverty was beginning, the black illegitimate birth rate was about 25 per
cent; today more than two out of three black children are born out of wedlock. Similar increases in 
illegitimacy are occurring among low-income whites; the illegitimate birth rate among white high 
school dropouts is now 48 percent. 

The Census Bureau poverty figures 'lack even a tenuous link to social and economic realities in 
the U.S. Even worse, the Census Bureau, by creating a false picture of widespread chronic material 
poverty, distracts attention from the real problems crippling low-income communities: crime, pro
longed welfare dependence, illegitimacy and family breakup, eroded work ethic, and moribund, fail
ing public school systems. It thus makes solving these real problems all the more difficult. 
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Chart 1 

Living Standards of Low-Income Households Today 
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Chart 2 

~.. ~ 

Housing Space: Poor American Households 

Have Twice the Area of All Japanese Households, 


And Four Times That of All Soviet Households 
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Chart 3 

Low-Income Households in 1991: 

.Spending Compared to "Official Income" 
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Chart 4 

Living Standards of "Poor" Households 
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Chart 5 


'. Living Standards of "Poor" Households 
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, __ . i 0JR-{41t~j SOCIAL POLICY 

HUMAN SERVICES Recipients who could not find a 
private' sector job within two years 

, would be required to participate in a GOP's 'Two-Year Welfare Limit community service assignment or' a 
government-subsidized private sector 
job to earn their benefits. Sends Message to Clinton 

H
The first time that participants 

failed to meet the training and work 
ouse Republicans, seek criteria, the combined value of the 
ing a leading role in over famiiy's AFDC and food stamp bene

hauling the nation's welfare fits would be reduced 25 percent. By 
system, unveiled a proposal' the third violation, the parents and 
Nov. 10 to impose stiff penal- children would lose AFDC benefits, . 

. ties on recipients who refuse though they still would be eligible for 
to work within two years of . food stamps and Medicaid, which pro- ' 
receiving benefits. vides health insurance for the poor. 

The legislation (HR 3490), Short-term exemptions from these 
sponsored by Minority Lead- sanctions would be granted when a 
er Robert H. Michel, R-Ill., child was born and if recipients were 
also would sanction welfare deemed incapacitated. 

beneficiaries who do not es-
 The bill would provide about $10 

. tablish paternity for their billion to assist states in providing 
children. It would deny any mothers with jobs, including aid for. 
benefits from the govern" child care. States could drop AFDe 
meni's major. welfare. pro R MICHAEL JENKINS benefits to anyone who had partici
gram, Aid to Families with At a Nov. 10 news conference, Rep. Nancy L. Johnson pated in a work program for three years 
Dependent Children, said welfare mothers should name fathers to ensure and had not found a private sector job. 
(AFDC), to most non-citi that they share in parental responsibilities. To promote parental responsibil
zens. And it would combinelO ity, the bill would 'require mothers 
food programs into one block grant. fare recipients choose not to work but who apply for welfare to identify the 
and cut costs by 5 percent. that welfare recipients do not have the . child's father in order to receive bene

Leaders of the effort said net sav job skills to get jobs that will support fits. Mothers would receive a reduced 
ings from the bill would be $19.5 bil .their children," he said. AFDC benefit until paternity was le
lion over five years. Clinton's chief welfare advisers gally established. 

Although the bill is cosponsored by said they welcomed the Republican Rep.· Nancy L. Johnson, R-Conn., 
160 of the 175 House Republicans, it initiative, but expressed concern stressed the importance of compelling 
has little chance of passage in the about such elements as across-the-' welfare mothers to make fathers take 
Democrat-controlled House. board cuts in nutrition programs .. partial responsibility for a child. Un

The main legislative vehicle for Clinton's plan probably will include der the bill, Johnson said" "you will 
welfare revisions will be President less severe penalties for welfare recipi not have the right ~ nor will' you be 
Clinton's plan, which he expects. to ents who do not'work and more social supported in the irresponsible action 
send to Congress early next year. 'Clin services to help them enter the job mar of not naming the Jather." 
ton pledged during the 1992 presiden ket. The Democratic view on denying In addition, states would be re
tial campaign to "end welfare as we benefits to foreigners is less clear. quired to stop . increasing welfare 
know it" and to require recipients to But the House voted Oct. 15 to checks when recipients have more 
work within two years of receiving r;~strict recent legal immigrants' abil children and to stop paying welfare 
benefits. (Weekly Report, pp. 2321, ity to collect Supplemental Security benefits to parents under 18 years old. 
2265, 1813, 1420, 458) Income (SSI) payments, which go to An welfare bene'fits - other than 

But the GOP bill lays. down an poor people who also are aged, blind emergency Medicaid assistance ~ 
early marker for Clinton. Because or disabled. (Weekly Report, p. 2816) would be eliminated for non-citizens, 
some liberal Democrats may balk at exce~t for refugees ,and certain perma
imposing a two-year limit on welfare The Two-Year Plan nent resident aliens. 
benefits, Clinton probably will need At Ii Nov. 10 news conference, Re The bill would· combine 10 food 
bipartisan support for his plan. publicans were unstinting in their crit and nutrition programs - including 

"No Democrat can pass a meaning icism of the existing welfare system. food stamps and the program for· 
ful welfare' reform without the assis Rep. Gary A. Franks, R-Conn., Women, Infants and Children (WIC) 
tance, the votes and the work of Repub wh:o said that he has relatives on wel - into a single block grant to states. 
licans,'~ said E. Clay Shaw Jr., R-Fla., a fare, added, "I see' parallels between To further control anti-poverty 
member of House Ways and Means slavery and generation after genera costs, the bill also would cap the an
Human Resources Subcommittee, the tion of welfare-dependent people." nual outlay growth at 2 percent plus 
starting point for welfare revisions. The GOP bill would enable recipi inflation for the following programs: 

Subcommittee Chairman Harold ents to collect AFDC for two years '..,-. or AFDC, SSI, public housing and subsi
E. Ford, D-Tenn., criticized the GOP less at states' option - while participat~ dized private housing, food stamps
effort. "The problem is not that wel- ing in education and training programs: and the earned-income tax' credit, 

The two-year limit would be cumulative which provides tax rebates for the 
By JeJ;Jrey L. Katz throughout one's lifetime. 'working poor. _ 
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Dear Bill: 

Thank you so much for taking the time to meet with me and Vin Weber recently to 
discuss welfare reform. Having heard a great deal about you, and having seen some of your 
work, it was a pleasure to meet you in person. 

I am excited about working to eliminate the poverty trap in this country, and I look 
forward to a continuing dialogue as we work together on this critical need. 

As you requested, I am enclosing: (1) A press release which I issued during the 

campaign on this subject and (2) A summary of Vin Weber's work on the subject. 


If I may, I will give you a call in the next couple of weeks to see about setting up a 
meeting with several additional Members and with whomever you might choose from the 
Administration. 

Once again, thank you so much for taking the time to meet with me and Vin Weber.' 
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PRESS RELEASE 

FOR IMMEDIATE RELEASE ON TUESDAY, APRIL 28, 1992 

Inqlis Supports Workfare; Joins in ,National Press Conference 

Conqressionalcandidate Bob Inqlis announced today his , 
suppo~t of a sweepinq welfare reform proposal at a pre~~ confer
ence at Greenville County Republican Headquarter.. The ~roposed 
leqislation requires welfare recipients to work for their bene
fits. The leqislation is also desiqned to overcome what Inqlis 
described as "disincentives to work." ' 

"The Work and Family Responsibility Plan allows recipient~ 
to beqin workinq without a reduction in benefits. That extension 
eliminates a 'cripplinq disincentive. Under the lousy welfare 
system we've qot J1ow. you qet worse off, when you ,take a jO'b .'ft 
Inqlis explained. ' ' 

"This workfare plan has the riqht approach to welfare 
reform. It's qot a carrot and a stick. The carrot--the incen
tive--is the extension of benefits and the elimination of the 
penalty for takinq a job. The stick--the thinq that will qet the 
less motivated movinq--is simple to understand: you don't work. 
you don't qet welfare benefits,R Inqlis continued. 

,Inqlis announced his commitment to'workfare as part of a 
nat~onwide press conference held simultaneously by more than 
fifty Republican challenqer candidates in twenty-five sta~est 
each of whom pledqed to support the workfare plan as part of a 
"o~ehundred-day aqenda" Republicans will pushthrouqh Conqress 
next Sprinq. The nationwide announcement was orqaniz~d by

, I

Republican Conqressmen Newt Ginqrich, Vin 'Weber and Clay ,Shaw, 
and, Senator Hank Browri, who led a kickoff press ~onference at the 
National Press Club in Washington to describe the plan. 

more --

Spartanburg • G r e e n v i I Ie • Un ion 

Authoriud and paid for by Inglis for Congn:ss Comminee. 
Contributions an: not !.Ill!; deduaible. ' 
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Likening welfare reform to the need. for reform in Congress' 
itself. Inglis said. "The tragedy in the w~lfare area is that s6 
few are committed to change. While the professional politicians 
fiddle with their re-election campaigns. more and more of our 
citizens fall into the poverty trap.' They become enslaved to 
programs that create incentives for fa~ily bre~kup and which 
penalize work. That's got to stop." I 

"My h~p~ is that this year we c~n have real change in 
Congress." Inglis said. ~I could be a member of the largest 
freshman class in the history of our Congress. With that kind of 
change in Congress and with the cooperation among challengers you 
have witnessed here today. we can fix welfare., And we can be 
about recreating the Opportunity Society in America." 

FOR FURTHER INFORHA~ION. CONTACf. Bob Inglis 242-6440 (work) 
233-4281' (home) 
420-9571 (mobile) 

Jeff Parker 281-0876' 

ATTACHMENT. OPENING STATEMENT (3 pages) 

II 
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OPENING STATEHENT 
PRESS CONFERENCE ON TUESDAY, APRIL 28, 1992 
BOB INGLIS 

OPPORTUNITY AHERICA:WORKFARE 

Today represents a change o~ gears 'for my campaign for 

Congress. Up until now, I've been talking about reform in 

Congress. and I ~ill continue to talk about reform in Congress 
. (~r'

because that is the issue of this .J:.a94. .' . 

But it's important that I go beyond simply talking about 

reform in Congress and talk abou~ the spbstantive issues on my 

agenda~ So over the next several months, I will be describing a 

positive agenda aimed at reforming Congress and addressing--head 

on--the dhallengesthat we face as a nation. Unlike the profes~ 

sional politicians who run Washington. I intend to state that' 

agenda. state it clearly and state it boldly. I also intend to 

answer your questions. directly and succinctly~ 
; 

On our campaign videotape,I talk about recreating the 

Opportunity Society. And I say on the tape' that in so~ial 

programs that means making sure that the incentives flow the 

right way to encourage work and self-reliance. Today. I am 

excited to add specificity to that statement'by joining with 

challengers acros,S the country in support of the Work and Family 

Responsibility Plan. 

~hat plan is designed to break the cycle of dependency arid 

despai~ that aret~e hallmarks of. the bureaucratic welfare state. 

The Work and Family Re~ponsibility Plan involv~both "car

rots" (incentives for bettering oneself) and."sticks" (conse

quences for missing those opportunities). Specifical~y. the Work 



and Family Responsibility Plan provides fo~ the followingl 


Carrots 


• 	 Extends benefits after recipient tak~s jdb so as to 

avoid the current disincentive of a reduced standard of 

/ living after taking a job; 

• 	 Rewards marriage by continuing benefits rather than 

reducing 'benefits after marriage, (would continue for 

two years provided family's income is below 150 percent 

of the poverty level). 

Sticks 

.f 	Hoves ·recipients into an AlOe, Trans! tlon Program after 

one year of benefits; 

• 	 Requires all reci~ien~s/)lnL;;;Jl1~J,~(ition prog,ram to 

work or go to school (s~ngre'~a~ents of children under 

three year~ of ag~ would be exempt but women who have 

,ch~ldren while in the transition p~ogramwould have to' 

return to work two months following birth); 

• Establlshesa four year lifet~me ca'p on benefits~ 

You' ve hear~ me say over the past se'veral mon-ths that the 

real tragedy of the House banking scandal is that it shows that 

there are so few in Congress that are committed to re,form. Th~ 
, 

fact is only seven first-y~ar Republican Congressmen were willing 

to take on the House Bank. 

The tragedy in the welfare area is, again~ ,that so few are 

committed to change. While ~he professional politicians fid~le 

wi~h their re-election campaigns, more and m~re of o~r citizens 

fall into the poverty trap. They become enslaved to lousy
I 



programs that create incentives for family breakup and which 

penalize work. ~hat's goi to stop. 

My hope is tha~ this year We can have real change in Con-
I " • 

gress. I could be a member of the largest freshman class in the, 
it..< '( htlll\ \ t9'Jf 

history of ~~ong~ss. With that kind of change in,Congres~ 

~nd with the cooperation among challengers you have witnessed 

here today. we can fix welfare. And we can be. about recreating 

the Opportunity Society in America. 

Now I would be happy to answer any questions that you have~ 

,/ 

: 




Slr~~L\R.Y OF LEGISLATION RECOMMENDED BY THE 

REPUBLICAN TASK FORt:::E ON WELFARE REFORl\1 


OCTOBER, 1993 


FUNDAMENTAL CAUSE OF WELF 

CAVSE 1: NONWORK 

- Less than 10% of welfare mothers work 
- Although many mothers leave .welfare within 2 years, many stay for 8 years more; today, there are 

more than 3 million mothers on AFDC who will remain on welfare for 8 years or more 

THE SOLUTION: MANDATORY WORK 

- When fully implemented, the bill requires 63%, of mothers who have been on AFDe for at least 2 
years to work 35 hours per week for their benefits 

- Mothers must use the first 2 years on AFDC (less at state option) to participate in education, training, 
. work experience, and job search to prepare for a position in the private economy; if they do not fi,nd a 
job, they must work in order to continue receiving benefits after 2 years 

- One adult in two-parent families on welfare must work 32 hours per week and search for a job 8 hours 
per week starting the first day theyreceive welfare 

- Mothers applying for welfare must participate in a job search program while their application 'is being 
processed' ' ' 

- Mothers who refuse to work have their benefits reduced and then tenninated; states failing to ensure 
that parents wQrk suffer serious financial penalties ' . 

CAUSE 2: ILLEGITIMACY 

- Illegitimacy has risen wildly in recent years; now 2 of every 3 black children and 1 Qf every '5 white 
children are born out of wedlock -- and the rates are still rising 

- Of illegitimate babies born to teen mothers, a shocking 80% will be on welfare within 5 years 
- Teen mothers are the most likely to stay on welfare for many years without working 
- Most of the increase in poverty and welfare in recent years is caused, not by a poor economy or reduced 

government spen~ing (both are up), but by increased illegitimacy' ' 

THE SOLUTION: ESTABLISH PATERNITY, RESTRICT WELFARE, CRACK DOWN ON 
DEADBEAT DADS 

. , 

~ All mothers applying for welfare must identify the father or they will not receive benefits 
- Mothers' receive a reduced benefit until paternity is legally established ' 
- ,Adolescent mothers must live at home, thus preventing them from using an illegitimate birth to establish 

their own household , ' " 
- States inust increase their paternity establishment rates, over a period of years, to 90% or suffer stiff 

penalties 
- States are required to stop increasing welfare checks when families on welfare have additional children; 
, states can avoid this requirement only if they pass a law exempting themselves 

- States are required to stop paying welfare benefits to parents under 18 years of age; states can'avoid 
this requirement only if they pass a law exempting themselves, 

- Deadbeat dads 'with children on welfare are required to pay child support or work 
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·fl. SLASHES WELFARE FOR NONCITIZENS 

THE PROBLEM: TOO MUCH WELFARE FOR TOO MANY IMMIGRANTS 
( 

- Hundreds of thousands of immigrants come to the United States to collect welfare 
- A recent study by the Social Security Administration shows that more than 11% of all recipients and 

20% of elderly recipients of Supplemental Security Income are noncitizens . 
-: Noncitizens also qualify for Aid to Families with Dependent Children, Food Stamps, Medicaid, housing, 

and other welfare benefits 

THE SOLUTION: STOP WELFARE FOR NONCITIZENS 

- Simply end welfare for most noncitizens· . 
• Allow refugees to receive welfare for only a fixed number of years unless ~ey become citizens 
• Allow noncitizens over 10 to reCeive welfare 

.;; Contin!Je the benefits of current noncit~ns receiving welfare for 1 year 


m. El\1PHASIZES PARENTAL RESPONSIBILITY 

• Requires unmarried adolescent mothers to live at home 
.• Requires states to stop welfare payments to unmarried parents under age 18 
• Encourages states to reduce the welfare' benefits of parents who do not assure that their children are 


immunized and attend school regularly 

• Allows states to require AFDC parents to participate in parenting classes and classes on money' 


management 

.• Allows states to discourage parents from moving. to a new school district during the school year 
· Requires adults applying. for welfare to engage in job search before their benefits start 
- Requires addicted recipients of welfare to participate in treatment programs or lose their benefits 

IV. ATTACKS SEVERAL ADDITIONAL WELFARE PROBLEMS: 

- Allows states to convert their Aid to Families with Dependent Children program into a block grant at 
103% of the state's 1992 funding level . . 

- Converts 10 major food programs into. a block grant that provides states with almost complete diseretion 
over spending; funding for the programs is reduced by S% . 

- Provides states with much greater control over 1S welfare programs so they can coordinate and streamline 
welfare spending . 

- Encourages states to provide financial incentives to induce mothers on welfare to work and many 
- Allows states to let welf~. recipients accumulate a:osets to start a busin~ss, buy a home,' or attend college 

v. ~CCOl\1PLISHES ALL THE ABOVE IN A BILL THAT 
REDUCES THE DEFICIT BY $20 BILLION OVER 5 YEARS 

- The training and mandatory work provisions of the bill cost nearly $12 billion oyer S years 
- The pater:nity establishment, job search, parental responsibility, block grant, and immigration provisions of 
. the bill save about $31 billion over S years. . 

- Thus, the net impact of the bill is to reduce the budget deficit by almost $20 billion over S years. 

\ . 
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Republican Welfare Reform Bill 
-Summary of Preliminary eso Estimates 

Sepeember, 1993 

, Provision 9594 96 97 98 Toeal 

A. Savings 

Immigration
Food Stamps 0.4 0.8 0.8 ' 0.8 2.8 
ArnC I 0.1 0.3 0.3 0.3 1.0 
SSI 1.2 2.5 2.7 3. O. 9.4 ' 
'Medicaid 0.9 2.1 2.4 2.7 8.1 

Paeernity Establishment 0.1 0.2 0.4 0.4 0.4 1.6 

Food Block Grant 2.2 2.0' 1.4 1.4 ,1.3 8.3 

Subtotal 2.3 •. 8 7.5 8.0 8.5 ,31.1 

B. Spending 

,State Option* -0.1 -0.3 ' -0.3 -0.3 -0.3 -1.3 
Work Programs -1.0 -1.5 -2.7 -5.2 
Day Care -0.7 -1.4 -3.0 -5.1 

Subtotal -0.1 -0.3 ' -2.0 -3.2' -6.0 -11.6 

TOTAL 2.2 4.5 5.5 4.8 2.5 19.5 

Note. Tows and columns may not add up to totals due' to 
rounding. 

*Assuming half the state participate in each option. 
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Executive Summary 

Is America afflicted by unparalleled social problems? Yes, according' to many, who argue 
that unfair tax policies. and severe cuts in.social programs are the culprits. The evid.ence, however, 
does not appear to support such a conclusion. National data indicate neither that social problems are' 
as acute as often reported, nor that federal tax policies and spending cuts are the reasons for 
enduring poverty. Programs to help the poor will have to take these facts into account, otherwise 

.. they will not be directed at genuine problems. 

Careful study of available data on the nation's domestic pr~blems leads us to the following 
conclusions: . 

..i • Wntil the recession year of 1990, poverty declined and average real wages increased every 
'. " year after 1983; . ..... .' 

'. , Most government social programs have enjoyed increased funding during the Reagan-Bush 
years, and they continue to be effective at transferring money and in-kind benefits to the 
nation's poor and near-poor; 

'. . .'. 	 ., 

• 	 Not only are federal tax receipts far above the levels of a decade ago, but also the federal' 
income-tax system is more progressive than it was at the beginning of the 1980s; 
., . . 	 ." 

• 	 Choices 'made by individuals, especiaIJy regarding marriage and work, area major 
contributing factor to poverty rates and the desultory growth.ofincome in the bottom of the 
income distribution. 

. . 	 . 

We do not. use this miiedpicture to endorse the status quo.· Rather, we use it to clarify the. 
problems. we believe are the major causes of poverty: 

. 	 . 
• 	 Dramatic increases in single:..parent. female-headed familieS: The number of female-headed 

families has doubled since 1970. Such families are highly vulnerable to poverty and often. 
have difficulty rearing their children; .. . . 

• '>f 	 ... 

• 	 Low commitment to work among the poor. Poor families seldom have a fuU-tjme, year
round worker. Few families, however, remain in poverty when. there is a full-time, year
round worker; 

,n:;t' 

• 	 Stagnant or declining wages: Despite the overall increase in family and per' capita income, 
wages at the bottom 'of the income distribution are a problem. Low-income families with 
children have not enjoyed the income gains enjoyed by other families, and, in many cases, 
have experienced actual declines. 

. Our p~ogram to help the chronically poor is grounded in a new social covenant in which all 
those in a posit,ion to help the poor agree to meet new responsibilities. The covenant requires 
specific groups of citizens -- government, national and local community leaders, parents, and the 
poor themselves -- to change their rhetoric, as well as their actions and behavior: 

• 	 Governments at all ievels must design innovative programs tobelpthe poor escape 
. dependency and must direct appropriate levels of resources to these initiatives; in some cases, 
the federalgo~'ernment must remove regulatory barriers that stand in the way of new' 
.approaches -- w.e recommend 'a series of demonstrations to see what works; and, the federal 
government must also enforce all existing civil rights laws; 

... 
. Vll 



• 	 Teenagers and young adults must be accountable for the decisions they make about education. 
work. pregnancy. and ~arriage:' \ . 

National and community leaders must stop offering excuses for behavior that causes or 
strengthens the grip of poverty and must instead promote 'self-improvement; 

Parents and local organizations must renew their commitment to providing youngsters with 
opportunities for moral development. emotional security. learning. and recreation.. 

Members of the Wednesday Group suggest that the Congress fulfill its part of the new social 
covenant in the following ways: 

families' 

Congress must oversee the 1988 Family Support Act both to' ensure it is competently' 
implemented and to monitor the effects of the EITC expansion. 

• 	 Congress should consider demonstration programs' that'would· place statutory limits on the 
length of time a welfare family may receive full benefits and .would. test child support 
assurance programs. . ' " \ . , . 

• 	 Congress must use the welfare system to hold AFDC parents accountable for the preventive 
health care of their children. . 

'. 	 'Congress should fund a demonstration program to ·convert the three funding streams for 
foster care and adoption into a single entitlement with greater state flexibility. '. 

Young Males 

• 	 Congress must continue to pass legislation to help state'and local officials deal effectively' 
with crime and its aftermath. 

• 	 Congress should consider .demonstration programs to:· make' young males eligible for the 
EITC; provide financial rewards for high· school graduation; evaluate the effectiveness of 
providing education and job-training to low-income junior and senior high schoolers in 
residential facilities; and e,xpand programs that foster entrepreneurial activity. 

Housing 

• 	 Congress shouid establish a variable-rate housing voucher demonstration program that would 
~ complement existing policy and should recruit states to try it. ' . 

Health 

• 	 Congress should consider legislation introduced by Wednesday Group members Nancy 
Johnson and Rod Chandler to help the nearly two-thirds of the·uninsured who are in families 
with a full-time worker. .. ...... , 

• 	 . Congress should seek changes in state regulations that limit insurance coverage. " 
• 	 Congress should permit a state to convert Medicaid to an allowance-based system to help 

with the pur~hase of health insurance; the Wednesday Group is developing a proposal. . 

'Education 

• 	 ,Congress and the President should use 'the -bully pulpit'" to promote parental' chaice in. 
schools. though education remains primarily a state and local responsibility. 

• 	 Congress should expand the National Assessment of Educational Progress. 

Decategorized Services 

• 	 €ongress should allow greater state flexibility in spending social welfare donars. 
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INTRODUCTION 

Moving Ahead: Initiatives for Expanding 

Opponunity in America 


. Opporttsnity abo~nds in America. Even so, Ameri~s are constantly under a barrage of 

information to the effect that the country is falling apart while the governmentstands by helplessly, 

rendered impotent by the budget deficit. The effect of this message is to entice .Americans into 

believing that social problems are growing out of control and that only new government programs 

can help. But the message is misleading. In fact, both tax collections and government spending on . 

social·programs have increased substantially over the past decade. and social indicators demonstrate 

that ariumber of the nation's leading social problems are actually in decline. . . 


Our iiltent in preparing this report is not to minimize national problems. The 1990-1991 
recessipn has aggravated all the social problems we address here. Recent reports from the Census 
Bureau. for example. show that for the first time since 1983. poverty increased and family income 

· declined last year. Nonetheless, our most important social problems are perennial; they may intensify, . 
during recessions, but, as recent experience shows, they remain formidable, even during economic 
expansions. In our view, an accurate portrayal of the nation's economic and social conditions permits' 
some OPtimism, and a sustained, patient attack on our perennial social problems is possible. .. , '.. 

.~. ",

Poverty is perhaps the most frequently cited statistic to summarize the nation's social 
problems. Official government statistics show that until 1990, poverty had been in .decline since 

·.J 983. The optimism induced by falling poverty rates, however, is tempered by the realization that 
· even in 1989. poverty was still far above the levels reached in the 1970s. Why didn't poverty decline 
more during the economic expansion that began in 19831 . 

A review of government expenditures on a wide range of social programs. including those 

aimed specifically at children and families, shows that government spending is not a major part of 

the answer. Indeed, government social spending has increased dramatically in recent years~.. These 

increases indicate that the federal government maintains a'strong commitment to action aimed at 

reducing poverty and ameliorating its effects. Moreover. an extensive examination of federal 

incom~-tax policy reveals increasing progressivity during the 1980s. 


'.:.Rejecting reduced federal spending and regressive tax policies as explanations of poverty, 

we tum our attention to three problems that, in our view, are the critical determinants of poverty 

in America: the rise of single-parent families. the low commi~ment to work among many of the 

poor. and declining wages. Defining the problem in this way leads us to propose a new social 

covenant. If we as a nation are to effectively address the problems of our poorest and most troubled 

citizens. we must find ways to change both the rhetoric and actions of several groups of citizens, 

including policymakers at all levels of government. national and community leaders. and the poor 

themselves. 


Although the federal government is only part of the solution to poverty. our major purpose 

in this paper and a 'series of legislative proposals that will follow is to uphold the federal portion of 

the new social covenant. In particular, we have identified a host of ideas for social policy initiatives 

that hold promise for striking at the roots of poverty. 




While calling attention to the impressive commitment the federal government has already 
made to helping the poor. we also find that some programs are misguided and may actually aggravate 
the problems they were. intended tol'solve. We proPose both to change these programs and to initiate 
new ones. 

. . . 

In the broad area of welfare policy, an' emerging strategy of federal and state action is 
coming into focus. The distinguishing feature of this strategy is creating programs that encourage 
initiative and reward work and family responsibility. Our recommendations for welfare. or as we . 
prefer -nonwelfare-. policies seem capable of producing moderate progress. For other economic and 
social problems -- the employment and income of young adults entering the work force. the services 
given to children and families entering the child welfare system, financing of the nation's health care 
programs, education, .and housing-- improvement has been slow. Given the current level of 
knowledge about these ,issues, it would be premature to enact policies for the entire nation. In these 
cases, we recommend large-scale experiments that will in,prove 'our understanding of both the 
problems 'and their potential solutions. . . 

. Washington is the repository of several tons'of reports on the nation's sOcial problems.' A few 
created a temporary flash in the media. but most disappeared \vithout 'a..trace. The major reason is 
that reports are wonderful devices for diagnosing problems .and, somewhat less often, for proposing 
solutions. But proposing. enacting. and' implementing sOCial policies are separated by chasms that 
are seldom crossed. . 

Unlike the' authors of previous reports on social problems, the 'Wednesday Group is not 
limited ~o :proposing. Our members are in position to play a major part in' enacting' our 
recommendations. Thus',' our report is but the first in a series of activities that will, we hope. lead 
to changes in. current programs, to new programs. and perhaps most important in the long run, to. 
the implementation of large-scale demonstrations designed to test new ideas about solving the 
nation's most serious social problems. ' . 

We have formed a series of work groups that,using this report as a starting point. 'will 
develop legislative proposals that will be intrOduced. during the J02nd Congress. We expect that 
some of the work groups will enjoy bipartisan participation and that some of the proposals stand a 
good ch~nce of passage. In any case. we intend to keep the dust off this report for several years. 

Thefollowi~g Wednesday Group members ha~e endorsed this policy statement 

, Bill Clinger Bill Green Jim Kolbe Ralph Regula· 
. Larry Coughlin Paul Henry Bob Livingston Clay Shaw 
Tom DeLay, David Hobson Sid Morrison Lamar Smith 
Bill Gradison Amo Houghton Tim Petri Craig Thomas 
fred Grandy Andy Ireland . 'Carl Pursell Fred Upton 

Nancy Johnson Jim Ramstad . Vin Weber 

Leaders of Wednesday Group work gr()ups: 

. Bill Gradison. Health...:eare'Work Group 

Paul Henry, Education Work Group 

Nancy Johnson, Work Group on Families at Risk of Abuse or Neglect 

Jim Kolbe, Housing Work Group 

earl Pursell; Comprehensive-Services Work Group' 

Clay Shaw, Welfare-Reform Work Group 
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SECTION I 

The ~onomy and Family We)]-Being 

.' , Over Ihe past several years there has been a deluge 0/ studies. books. ond media 
slories purporting 10 show Ihal America is afflicted by unpm:alleleddomestic problems. 
including high rales of poverty. crime ond drug use. The culprits. according 10 Ihese 
works. are declining family income. increased unfairness in Ihe lax code.ond a 
laltered ·safety nel· for the pooresl' Americons. Careful review of the evidence, 
however, shows lhal family income ond human resource spending by lhe federal 
government have increased during the pasl decade, while Ihe federal income tax system 
has become more progressive. Falli"g wages.familydissolulion, and non work are, we 
find, beller explanations for high poverly rales and stagnating family income. . 

We begin, as must all authors of social policy, with the American economy. In 1990, the 
nation's gross national product increased for the eighth consecutive year and passed $5.S trillion. 
This level of national productivity translated to nearly $16,000 in disposable personal income for· 
every person in America, up nearly 20 percent in constant dollars since the beginning of the Reagan. 
Administration. 

In the face of this economic success story, many critics and the national media have focused 
attention on what might be called the soft underbelly of economic growth. In particular, they have 
emphasized poverty rates, slow wage growth, unequal sharing in economic growth, and declining 
progressivity of the federal tax system. These criticisms contain some truth. But only some. In.: 
order to create a framework for the domestic initiatives proposed below, we want to present data 
that illuminate what in our view are the nation's most important underlying economic and social' 
problems. ... 

. .. 
To do so, we briefly examine both the claims and the evidence on poverty. federal social 

spending, income distribution. federal taxation, family formation and dissolution, .and work effort 
by low-income Americans. By being clear about the causes of low income and poverty. our intent' 
is to mO,ve .beyond political point making and, instead, focus attention and resources on underlying 
problems. We conclude that the three most serious causes of poverty and low income are the decline 
in wage~':'for workers with a high school education or less, the increase in single-parent families, and 
the decrease in labor force participation by young families in general and young male workers in 
particular. Detailed examination of these problems leads inexorably to consideration of the 
underclass. 

..~. Poverty; How Large a Problem? 

After reaching its historic low of almost 11 percent in the mid-1970s, the poverty rate for 
all persons began to increase in the late 1970s, reaching a peak of 15.2 percent by 1983. The rate 
has, however, declined every year since 1983, reaching a level of 12.8 percent in 1989 (see Table I. 
Column I). If the poverty rate in 1989 had been the same as that in 1983, there would have been 
about 6 million: more poor people in 1989 than there actually were. A rising tide may not lift all 
boats, but it lifts many. 
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, Table 1: Poverty Rates Computed by VariousDefinjti~ns and Inflation Inmces and for 
Various Demographic Groups, 1970-1989. 

, " USIDI ID~llIdlal 
Official : CPl· NODcub families with Chndreg 

ner. 'V-XI Beaellts" 'Married Female 
Year '(All),,' '(All) (All) Cblldreia • All Couple Headed 

(I) (2) (3) (4) (5) (6) (7) 

Progress in reducing poverty among children has been only moderate. Like poverty among 
all persons, the rate for children in families peaked in 1983 at 21.8 percent (see Column 4). Between 
1983 and 1989,the rat,e declined to 19.0 percent. Although still too high, if the poverty rate had 
remained at its 1983 level, nearly 1.8 million more children would have been poor in 1989., ", 

, As Patricia Ruggles of the Urban Ihstitute has noted in a recent extensive study of poverty 
measures, the official poverty index has been criticized as both too high and too low because of 

, conceptual problems in its definition. because of numerous measurement issues, and because of 
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, problems in accounting for innation. We do not "-ant to minimize the importance of claims that the 
official poverty index underestimates poverty. especially because the index adjusts over time only 
for innation and does not take into account the growth in average family consumption. Nonetheless. 
we would like to emphasize two naws in the current method of calculating poverty that seem likely 
to render the official index an over-estimate of the true poverty rate. 

First. for many years the Census Bureau miscalculated the innation index because 
expenditures on housing were weighted too heavily. Correcting for this problem. which the Census 
Bureau now does routinely in its publications on' poverty. reduces the poverty rate by about 10 

, percent (compare columns) and 2 in Table I). In 1989. for example. the corrected innation index 
(called the CPI-U-XI by the Bureau) reduces poverty by about 3.6 million people from 12.8 to 11.4 
percent. 

Second, the official poverty rate considers only cash government benefits. primarily Aid to ' 
Families with Dependent Children. Supplemental Security Income, Social Security. ,and 
Unemployment Compensation. As a result, billions of dollars in noncash government benefits are 
ignored when the poverty rate is calculated. To ga.in some idea of the scale of this omission. consider 
that in 1989 none of the SI4 biJJion in housing programs, S17 billion in nutrition programs, S20 
billion in education, training. and social service programs, or S 138 billion in health programs were 
included in the poverty computation. Consider also that some of these programs, particularly the 
housing and health programs, grew rapidly during the 1970s and 19805; none of this growth counted 

- -in the official definition. of poverty. ' 

Much to its credit, the Census Bureau has been experimenting for many years with ways to 
compute the effects of noncash benefits on poverty levels (for references, see Sources in Table 1). 
Column 3 in Table 1 provides an indication of the impact of taking noncash benefits into account. 
On average, over the years 1979 to 1989, the various methods of calculating the impact of noncash 
benefits reduced the official poverty index by around a third. In 1989, for example, taking noncash 
benefits into account would have reduced the number of people in poverty by nearly 10 million, 
from around 12.8 ,to 8.9 percent or from 32 million to 22 million people. 

Despite the continuous declines in poverty between J983 and 1989, and, the possible 
overcounting of the poor by the official definition of poverty, we are greatly concerned about the 
current level of poverty in the United State,s. Whether the actual number is 32 million or, 26 million. 
too many Americans are poor. Moreover. despite years of prosperity and falling unemploy~ent. 
poverty rates are nowhere near their historical lows. For families with children the lowest rate ever 
recorded was 10.8 percent in 1969; for children it was ]3.8 percent in 1969. The comparable figures 
for 1989 were 15.5 and 19.0. Why has the impressive economic progress of recent years failed to 
bring the nation's poverty rates closer to their historic lows? ' 

Federal Spending: Trends During 1980s 

'<"One frequent answer to this question is that federal social programs sustained deep cuts 
during the Reagan era. The conventional wisdom is that social programs were gutted. leaving a 
tattered safety net and even a social deficit that must be addressed by new federal programs and 
increased spending. A widely-publicized 1989 report from the Ford Foundation. for example, 

, -recommended increased federal spending of about S29 billion per year to address the social deficit. 

When the actual budget numbers are consulted, howe~er. the surprises begin immediately. 
First. in constant 1989 dollars. federal spending grew S218 billion or over $27 billion per year during 
the era of Reagan budget cutting. In the 10 years between 1980 and 1990. the federal government 
actually spent SI.9 trillion dollars (adjusted for inflation) above the 1981 level of federal spending 
and borrowing. about S1.1 trillion from revenue increases and S.8 trillion from borrowing. 

It is true that defense spending grew rapidly during the decade. but the growth in spending 
on social programs. which waS much higher: to begin with. was also substantial. The broadest 
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Table 2: .Real Spending on Programs That Include Children and Families, 1981, 1989. 
~ . . 

UDO' 
EITC 
Child Support EnforcellMllt 
SUppleJMDt.! Security Income . 
Sod.! Sec:uritr Dependeab
MiU&ar)' SuiYlYon .. 

. Worker'. Compenaa'loo··Feder&I . 
Blad LUDI .. 

. Income Support Subtotal 

'Food S'Unpi : 
School Lunch 
School BNakf.., . , 
Child 0 .... rood . 
Commodity AMi.lance .. ' ..•... 
WOmet.l, IDfant.; and Children'·. .' . 

Nutrition Subtotal..' 

. i 

Ecb.lcati~ or D~~ia&ital~' : " .•.'"<. 
Education Block Grant ><., :':::;': . :-.':':,: 
Budicapped Education ..... ...<.:::. . . 
Vocaliona! Educa.tion ...... .' ................. :. 
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'. Training Diladvantaged(' . .i:,:::~ 
i:~~o~t~*~~~/· 
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441 
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.11 
-36 
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". ···i:e · 
';;4 

·.:,'19 .. 
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.. 3,21e . 
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390 . 
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. ··510 
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. 279' 

.... -SI7 
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..37 
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.:,:,·:0.' . 

4,0%0 
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7.464 . 
" '.::;(" 
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1,172 '. '.' 1,475 .....• 
.' a20 ,...... 826: 

914 .... '\',,' 733 
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measure of federal social spending is the budget category called -Human Resources.- Between 1980 

and 1991, spending in this category incr~ased from $562 to $692 billion in constant 1990 dollars, an 

increase of S 130 billion or nearly 2S percent in eleven years. ' 


Of course, the Human Resources category contains hundreds of different programs. Cuts 
in some programs were masked by increases in other programs during the period. Perhaps the most 
important social programs are those that constitute the Safety Net for the poor. Although there is 
no widely agreed upon definition of the Safety Net, it seems reasonable to define it as the major 
programs designed to give cash, food, housing, and medical cUe to 'the poor. By this definition, 
in constant 1990 dollars, spending grew from SS4.9 billion in 1981 to S64.3 billion in 1989, S70.5 
billion in 1m, and S79.4 billion in 1991; these represent increases of 17 percent, 28 percent, and 
1,5 percent resPectively. Similarly, seven programs for children and families judged to be the most' 
successful federal social programs 'by a recent report from a House select committee enjoyed a 
spending increase of S4 billion, from S39 billion to 543 billion between 1981 and 1988. 

· The nonpartisan Congressional Research Service has recently published budget data on all 
federal :programs that provide benefits for children or families. Table 2 shows the constant doJlar 
spending for 1981 and 1989 on the major programs grouped by functional category into income 
support, nutrition, social services, education and training, health, and .housing. This analysis 

· demonstrates that only the education and training programs were cut substantially during the decade. 
Overall, funding for the 38 programs increased by 18 percent in real terms. In other words, over an 

, 8-year period during which the U.S. population increased 8 percent and the number of people in 
poverty increased by less than I percent. the federal government increaSed its spending on programs 
that include children and families by 18 percent. 

Nor has the spending on social programs be~n greatly'slowed by the deficit crisis. Last fall, ' ' 
Congress enacted budget legislation that was touted as the biggest package of deficit ·reduction in " 
U.S. history. Nonetheless, Congress was able to create new day care programs and substantial 
expansions of the Earned Income Tax Credit that will cost 523 billion over the next five years. 
Combined with the 591 billion expected to be spent on the EITC and the federal government's 
numerous day care programs, even before new legislation was passed, the federal government will 
now be spending over 5114 billion on day care, Head Start, and the Earned Income Tax Credit 
between 1991 and 1995. ' , 

It is. one thing to respond, as we' do in Table 2, to charges of reduced social spending with' 
data showing that spending on most programs held constant or increased during the 1980s. But as 
the EITC and day care' examples suggest, Congress and the Reagan Administration did more than 
simply maintain old programs; Congress also enacted statutory expansions of existing programs and 
created entirely new programs. Some of these major expansions of social policy are summarized in' 
Table 3:1 Over the next five years, the federal government will spend a minimum of 582.8 billion 
on social programs that did not exist in 1980 or on expansions of old programs that were mandated 

· by statutory changes during the decade. In view of this vast amount of spending on new programs, 
we find· it, difficult to understand how anyone can maintain that the 1980s saw cuts in social 
spending. ' 

, ' .. ,. 

If overall spending on these programs increased during the 1980s, it is unreasonable to claim 

that reduced government.,spe~ding was a major cause of the slow progress against poverty, 

particularly since there were fewer poor families and nearly the same number of poor children in 

1989 as in 1981. Moreover, there is every indication that federal spending on social programs will 

continue to increase 'in the years ahead. Federal spending, in short, is a bulwark against, rather than 

a cause of, poverty. . 
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Table 3: Estimated Five-Year Spending on Social Programs Created or Expanded During 
the 1980s. ., 

"Fisc8J Year Total 
. ..·Proare. 1991 1991 1993 199.. 19~5 91-9S 
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DistributiQn Qf IncQme; Wages. Taxes. Social Security 

Iacome end Wages. Democratic members of the Ways and Means CQmmittee recently 
published a report designed to show that, in part because of the putative inequity of taxes, 
low-income families are worse off while wealthy families are better off now than at the beginning 
of the current eCQnQmic expansion. This claim is echoed in other recent reports frQmthe Joint 
ECQnomic Committee, the Ways and Means Committee, the Democratic Study Group, Citizens for 
Tax Justice, and several other sources, all of which hold that because Qf static wages, declining 
gQvernment benefits, and higher taxes,lQw-incQmefamilies have.lost ground tQ wealthy families. 

These 'claims' shQuld be evaluated in light of several cQnsideratiQns.· .First, the 
inflatiQn-adjusted cash income of families in all incQme grQUps, including the lowest, have increased 
every year since 1983. In fact, as shown in.Table 4, all except the bQttQm 20 percent (quintile) of 
families have achieved their highest income ever. Even families in the lowest quintile of the income 
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Table 4: . Mean Pretax Family Income by Quintile in Constant 1989 Dollars, 1970-1989. 

Income Ouinhle 
Year Lowest Se.:oad Third Fourth Hlsbest 

·.s~ti~trU.S.Bureau<~rth~CeDlUi. Moneytneome.nd PoverlYStatul/i~ the United States. i989.Seij~ 
f::~~~;l68. WUhini&OD. D.C.~ U. S. GOVuntDfmt PriDtin,,()(fiee.l990. p'. SO. .. . 

distribution have seen their income rise nearly 12 percent over the period -- from $8,409 to $9.431 
in constant dollars; those in the second lowest quintile have also enjoyed an increase of about 12. 
pe~R . 

., 
These increases in family income are supported by a recent report from the Congressional 

Budget Office. According to CBO, between J970 and 1986 the constant dollar income of families 
increased 20 percent. But. as in the case of poverty. income growth was sharply different across 
family types. Most striking was the robust 26 percent growth among couples with children as 
contrasted with the modest 2 percent growth for single mothers with children. Single parents. 
partic~larly those who have children out of wedlock and those who do not work. do not experience 
the same dramatic increases in income as married-couple families . 

. f, I 

We take comfort from the fact that family incomes have been rising for all income groups. 
However. like most of the analysts and policymakers who have looked into this issue, we are 
concerned that family incomes at the bottom of the distribution are not rising very quickly. We are 
especially disturbed that after'six years of growth, incomes of families in the lowest 20 percent of 
earners have not yet reached the level reached nearly 20 years ago. Something is wrong here. 

In consulting with numerous experts and policy advisors about the exceedingly complex 
issue of family income. we have reached only a few solid conclusions. Two undisputed conclusions. 
however•. are that almost everyone has a favored theory on why incomes at the bottom of the 
distribution are growing so slowly and that political orientation usually dictates the theory. On this 
as on so many other important political and economic issues, where you stand depends on where you 
sit. We have labored to be fair in our analysis of this problem,. notably by beginning with the flat 
statement that family incomes at the bottom of the distribution are a problem. 
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8~808 20,677 31,985 
9.095 . 21.396 33,204 .' 
9248 . 21,734 33,749 .... 

····..····9J8(.· . 21,712 33,787> ..... 
9,431 22,018 .34~2~. ....... 


29,412 
29~331 
30,799' 
31,370 
30,783 
30,IS3 
31,017 . 
31,394 
32.319 
32.657 

31,S88 

30.916 . 

. 30,381. 
30.634 

39.674 

39,723 


. 42,059 
42,872 
42,172 . 
41,288 
42,379 I. 

43,32S 

44,S30 

44.970 
43.828 

43,411 

43,093 

43.668 
45.123 
45.845 
47,447. 
48.30) . 
48.524·· 
49,213· 
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Surprisingly. we did find a few areas of agreement on the performance of the American 

economy and family income. The first is that the job growth generated by our economy is, as one 
analyst put it. the envy of the world. Over the past 20 years, while the U. S. economy was generating 
a net increase of 40 million jobs (IS million of them between 1983 and 1989), France, Italy, the 
Netherlands. Sweden. and West Germany added a combined total of about 3.S million jobs and Japan 
added only about 9 million. White the unemployment rate in many European nations and England 
was growing to double digits. the U. S. declined fro~ 7.S to S percent between 1983 and 1989. 

Critics such as Barry Bluestone of the University of Massachusetts and John Kasarda of the 
University of North Carolina, however, have argued that many of these jobs were, to use a somewhat 
technical term invented by Gary Burtless of the Brookings Institution, -lousy" They are lousy . 
because they pay low wages. According to this view, America is turning from a nation of skilled 
manufacturing 'workers into a nation of parking lot attendants and hamburger nippers. 

The arguments over wages and income, particularly at the bottom of the distribution, are 
difficult to penetrate. Complexity of analysis seems to· unite with politically-tainted motives to 
render most renditions of the arguments confusing to noneconomists. One of the: primary reasons 
for these difficulties is the great variety of income and wage measures from which polemicists can 
select.. Consider the data in Figure I,' taken from the work of Marvin Kosters of the American . 
Enterprise Institute. Here. we see four different measures of economic well-being of workers 
·between 1947 and 1989. 

The broadest measure, GNP per capita, shows strong growth over the 40-year period 
interrupted only by major recessions. In historical perspective, the years between 1978 and 1982 
constituted the worst period of stagnation and decline in the post-war period. But GNP per capita' 

Figure 1: .Trends in Four Measures of Real Pay: Average Weekly Earnings, Average Hourly 
Earnings. Compensation per Hour, GNP per Capita, 1947-1990. 
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shows rapid improvement after 1982 comparable to other periods of growth since 1947. 
Unquestionably, GNP per capita makes the 19805 look like a superb period of economic expansion. 

By contrast, average weekly earnings paint a miserable picture of the 19805. After steady 
. growth until the early 19705, weekly earnings have faUen into a slump. Remarkably, even when the 

economy took off after 1982, weekly earnings continued to decline slightly. 

The picture portrayed by average hourly earnings is only somewhat better. Like weekly 
earnings, hourly earnings increased steadily until the early 19705. at which point they entered a 
period of stagnation and decline from which they have not yet recovered. The only difference 
between the two measures since the early 19705 is that hourly earnings have fallen less than weekly 
earnings relative to the index year (1973). This difference is caused primarily by the fact that the 
average length of the American work week has declined by almost a full hour since 1979. 

By contrast with weekly and hourly earnings, and similar to GNP per capita, compensation 
per hour, a measure that includes employee benefits as well as earnings, shows growth in the period 
after the early 1970s and after the 1982 recession. . 

The four curves in Figure I pose an obvious question: how is it possible to explain the 
striking differences that underlie these representations of economic reality? Happily, two factors 
provide rather straightforward explanations of the differences .. First, ·both GNP per capita and 

. 'compensation per hour include almost all workers in the economy. On the other hand. both average 
weekly and hourly earnings include only production and nonsupervisory workers. In 1991. 
production and nonsupervisoryworkers comprised less than 6S percent of all workers. More to the 
point, the 3S percent left out are, on average, workers with higher incomes such as supervisors and 
executives. Not surprisingly, trend tines that exclude high wage earners (average weekly and hourly 
earnings) are not as satisfying as trend lines that do include high wage earners (GNP per capita and' 
compensation per hour). . 

Second. average weekly and hourly earnings include only cash wages. Employee benefits,. 
notably health insurance, pensions, and the employer's share of Social Security. are excluded. Data 
collected by the Department of Labor in its Employment Cost Index show clearly that employee 
benefits have been rising faster than wages since about 1980. Again trend lines that exclude some':. 
sources of income (average weekly and hourly earnings) are lower than trend lines that include more 
sources of income (GNP per capita and compensation per hour). 

These various wage measures underline the importance of caution in interpreting wage data. 
Given that many analysts on both the left and right wield numbers like weapons, we quickly learned 
that picking particular wage measures and time periods could allow analysts to support almost any 
conclu~ion they favor. If analysts want to show low wages to draw the conclusion that the 19805 
were u!lfair, they use wages of nonsupervisory workers and exclude fringe benefits. If analysts want 
to shc;>~5ncreasing wages to draw the conclusion that the 19805 were good for all classes of workers, 
they IDclude supervisory and other highly-compensated workers and select a measure that includes 
employee benefits. 

. We think it reasonable to recognize the economic achievements of the 19805 -- reduced 
inflation. rising exports, steady growth of GNP, explosion of jobs, and rising average incomes -
and conclude that on the whole the economic news was good to excellent. But there is an underside 
to this optimistic summary. None of the data presented above tell us anything about how workers 
at various points in the wage distribution progressed during the decade. Averages. after all, can 
mask big changes within a distrjbution~ 

Perhaps. the . most 'comprehensive picture' of changes in wages along the entire income 
distribution has been presented by Gary Burtless. As shown by the Burtless data summarized in 
Figure 2, male earnings increased for every income quintile between 1967 and 1979. By contrast, 
between 1979 and 1987, average annual wages for the bottom two quintiles declined by about I 
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Fllure 2: Comparison of Growth Rates in Real Wages for Males. by Various Income Groups in 
1967-1979 and 1979-1987.' . .. 

, .,' ,', 

2~----~--------~----~----~~~----~----------------~ 

percent and 2 percent respectively. Interestingly, wages for all five quintiles of women earners 
increased during::both periods:and wage growth for women was actually more rapid in the bottom 
quintile than any other quintile during the 1980s. Even so, the conclusion that male wages fell for 
the bottom 40 percent of workers during the 1980s seems inescapable. 

~ , -, - - , , 

The Burtless data does .not suffer from the flaw of being coilfined'to only production and 
nonsupervi~ry workers. On the contrary, by .using Cens'us.data,on.arepresentative sample of the 
American work force, the ,wage information in Figure 2 represents perhaps 9Spercent.of all workers .. 
On the other hand, employee benefits are not included in the Burtless data. If the compensation per 
hour measure used by Kosters were available by income quintile, we might find that. when employee 
benefits are taken into account, income in the bottom quintile is not quite as b.ad as portrayed by the 

, - BurtIess data; Unfortunately. such data are not avaiJable. 

Even if they were, our guess is that they would be unlikely to change the major conclusion 
to be drawn from the preponderance of evidence we have examined: income and wages at the 
bottom of the distribution are a problem. Our reason for examining wage data in the first. place was 
to help understand the trends in family income summarized in Table 4. After extensive analysis, we 
have found that the best data on wages mirror family. income data: . the overall picture is good, but 
is nonetheless marred by problems at the bottom of. the distribution.. . . . . ... 
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Putting aside quibbles about whether wages for men at the bOttom . have increased slightly. 
stagnated. or declined. our major concern is finding an explanation of the wage and income growth 
problem for low-income worken and families. On this most critical issue. we find substantial 
agreement among the experts. As Burtless and others have shown. there is a striking constrast in the 
·income of men and women with 12 or fewer years of schooling as compared with the income of 
those with 16 or more yean of schooling. Since 1973 there has been a gradual decline in the 

. inflation-adjusted hourly wages of men with a high school education or less. For women with a high 
school education or less. there are slight changes over time. but no clear trend. By contrast, while 
both males and females with high school educations were experiencing wage stagnation and decline. 
both males and females with college educations have been experiencing steady increases in hourly 
wages since 1980., 

Here is a major explanation of stagnation at the bottom of the wage distribution, which in 
turn plays an important role in explaining stagnation in family income. As Gary Burtless puts it, the 
problem is not as much lousy jobs as it is poorly educated and untrained workers. 

':::raxes. The role of taxes is another consideration in determining winners and losers in the 
distribution of income. Judgments about the fairness of our tax system must take a broad variety 
of factors into account .. According to Henry Aaron of the Brookings Institution. Americans pay 
among the lowest taxes of any industrial nation. Further, our tax system is more progressive than 
that of most industrial nations because other nations collect a larger share of their taxes from payrolj 
and sales taxes than i~come taxes; the former tend to be more regressive than the latter..:. . ' . 

The federal tax system. and especially the income tax system. is strikingly progressive. Even 
so. based on recent publications by the House Ways and Means Committee, many commentators are 
claiming that the tax system became less progressive under Presidents Reagan and Bush because th( 
rich paid a lower percentage of their income in taxes. As shown in Table S. families in the top' 
Quintile of income experienced a decline in' total effective federal tax rates from 27.3 percent in 1980' 
to 25.8 percent in 1990. By contrast, the lowest Quintile experienced an increase from 8.4 to 9.7 
·percent. '. 

, "', 

\1-. 

Table 5: Total Federal Tax Payments by Families as Percentages of Income and of 
Federal Tax Receipts, by Income Quintile, 1980 and 1990. ' 

,;"::,. 

>,;;: 
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These estimates of effective tax rates for the top two quintiles are likely to be somewhat 
inflated because capital gains are not discounted for inflation by the CBO model used to make the 
calculations. But even more to the point. as noted in a recent editorial by Martin Cohen. Vice 
President of the WashinRton Post; the fixation on tax rates paid by families in the upper income 
brackets is unfortunate; a more ·crucial- measure is the amount or share of federal taxes paid by the 
rich. Though families in the upper quintile paid a lower percentage of their income in taxes at the 
end than the beginning of the decade. their share of federal taxes nonetheless increased from 55.7 
to 58.1 percent (see Table 5. last 2 columns).. Lest it be thought that this is a minor change. it 
amounted to a gross sum of approximately $25 billion additional dollars or about $5.000 of additional 
taxes for every family in the top quintile. 

It is our guess that many of those calling for greater taxes on the rich have little idea of the 
substantial share of taxes the rich now pay. This is especially true for federal income taxes. As 
shown in Table 6. which is based on actual income tax returns, in 1988 the upper l percent of 
earners paid 28 percent of federal income taxes. up from 18 percent at the beginning of the Reagan 
Administration in 1981. Similarly. the upper 5 percent of earners paid 46 percent of federal income 

. taxes. up from 35 percent over the same period. Surprisingly. the'bottolll 50 perc~nt of taxpayers 
carried just 6 percent of the federal income tax burden. down from the 8·percenrthey carried in 
198J~ . . 

Perhaps the most interesting numbers in Table 6 are the burden ratios presented in the last 
column. ·This ratio is computed by dividing the average income tax payment for taxpayers in the 
upper I percent' by the average income tax payment by taxpayers in the bottom SO percent. As a 
measure of l@x; (airness, the b~.Jrden ratio tells us how many tax dollars are paid by very wealthy 
citizens for every-dollar paid by citizens in the bottom half of the income distribution. The burden 
ratio numbers' in Table 6 show that. relative to. lower-income taxpayers. the very rich experienced 
continuously increasing federal income taxes between 1981 and 1987. In fact, the burden ratio more 
than doubled during the 1980s, from SI18 to S240... .' .... ..'. 

. What we have here, or course, are two entirely different ways of looking at tax changes 
during the I980s: Effective tax rates on the rich declined while those on lower-income families 

Table 6: Percentage of Federal Income Taxes Paid by Various Income Groups, 1981-88. 
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increased; by contrast, the percentage of total federal. taxes paid by the rich increased while the 
percentage paid by the middle class and the poor declined throughout the decade. How can these 
two views be reconciled? 

The standard explanation is that incomes of the rich increased so rapidly that they could pay 
. a lower percentage of their income in taxes and still pay more in absolute dollars than before the 

19805. On the other hand, the incomes of families in the bottom two or three quintiles stagnated or 
. even declined. Thus, even though they paid a high percentage. of their income in taxes, the absolute' 
dollars paid did not keep up with the increased tax payments by the rich. . . 

There is abundant evidence that incomes of the rich increased during the 19805. Nonetheless, 
two considerations suggest that the increased income wealthy Americans reported to Census Bureau 
interviewers (see Table 4) and on tax returnS may be at least somewhat overstated. First, as Larry 
Lindsey has argued in· his book, The Growth Experiment, by reducing income tax rates the tax 
reforms implemented in the early 1980s made many wealthy Americans more willing to declare 

.earnings rather than protect it in shelters or take it as stock options, life insurance, or other forms 
of tax-exempt income. Lindsey's analysis seems to show that if the tax rate on income is lowered, 
so is the motivation to take earnings in a form that minimizes taxes. . . 

. ,The m::.jor tax reform legislation passed in 1986 provides a second caveat to claims about 
dramatic increases in the income of wealthy Americans. In addition to lowering the rates again. the 
most fundamental idea of the 1986 reforms was to broaden the tax base by eliminating sheIters, most' ' 
notably the deduction of passive losses, in order to reduce tax rates for all Americans. . Put 
succinctly. the idea was: broaden the base, lower the rates, maintain the revenues. If the express· 
intent of the 1986 reforms was to increase the income base on which taxes were based, an unintended; 
effect was to substantially increase income reported on tax forms, at least some of which had been·" 
income all along but which became visible only after the 1986 tax reforms were enacted. , I,· 

. The base broadening and rate reductions of the 1980s did exactly what they were designed :,. 
to do -- maintain, even increase, the level of federal revenue from taxes while increasing tax.;, 

I!,. fairness. Federal revenues are now at their all-time high. This year is the fifth consecutive year in,. 
", , which revenues will equal or exceed 19 percent of GNP, a level of sustained tax revenue never:£ L;.("~~. '.f...

"e~ :"1r: ~ before experienced by the federal government. Moreover, taxes as a percent of GNP will continue, 
to climb at least until 1994, at which time they will reach nearly 20 percent. J.. 

.It is no surprise. then. that IRS tax return data for 1988, the latest available year, show that: 
income tax payments were up S55 billion or 15 percent in constant dollars as compared wit.h· 1980.{ 

. It is. however, ~ surprise -- given the emphasis on effective tax rates by those claiming the 1980s 
was a d~~ade of growing tax inequity -- that the income taxes paid by the upper I percent increased· 
from 5~bjllion in 1980 to 5106 billion in 1988. an increase of over 60 percent. The increase for 
the top .J:() percent was from SI77 billion to 5237 billion, an increase of 34 percent. Meanwhile, the 
remainigg.90percent of taxpayers actuaHy paid 55 billion less in 1988 than in 1980. 

" .....~~ J' • 

A recent study by the Congressional Budget Office shows that the equity of effective tax 
rates was actually increased by the tax code changes enacted during the 1980s. CBO applied 1980 
tax law and current tax law to projected 1992 incomes and then calculated the effective income tax 
rates for various .income groups. If tax code changes during the 1980s had helped the rich at the 
expense of the poor and middle class as often claimed, we would expect to find that the poor and 

~~..~" ~~,.. middle class have higher effective rates under today's tax law than 1980 law; the opposite would be 
".' true for the. rich. . 

CBO's results. presented in Table 7, can be summarized in three statements. First. federal 
income tax rates 'for every income group are lower under today's tax law than under 1980 tax law. 
The average decline was about 40 percent. Changes in tax policy during the 1980s are good for 
everyone. 
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Table 7: Effective Federal Income Tax Rates in 1992 Under 1980 and Current Tax Laws. 

Effullye Tax Rate 

lato":'e .' '. ·Uader 1980 Uader Cum.t ' 'erceat Dirt. " 

Group' q< Tax Law Tax Law 1980 aad Curro : 


-263.6' "..Lowest QuiDtile I~ ~2J 

Second Quintile . . 7.3 2.6 . -64.1 

Middle Qliintile . .... "'11.7. 6.3 -46.3 


...... ~1~68~Fourth Quintile 	 . -44.2 . .",
Highest QuintiJe . 25.2 16.3 ........ ~3S.2 

. Top 1., :. . .... 33.9 .' 23.7 '-30.2 
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.. '.......... ". ·'.·8·.9····
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. •. .•.. - . Second, reductions in effective income tax rates are inversely related to income: the lower 
the income,-the greater the-tax rate reduction~ Dividing families into five quintiles of equal size on 
the basis of income, the average reduction'declines systematically from over 250 percent for the 

. poorest group to about 35 percent for the richest group. Changes in tax policy during the 1980s are 
especially good for the poor. ' 

Third, underlining the remarkable progressivity of tax code changes in the 1980s, the federal 
. income tax burden actually turned negative for the bottom quintile of earners.' Whereas their 
effective income tax rate using 1980 law .would have been about 2 percent,. their actual tax rate as 
a result of tax code.changes of the 1980s will be a negative 3 percent (they will receive money from 
the government) -- primarily because the 1986 tax reform took about 6 million low-income families 

. 	off the tax rolls and because,the 1986 law and subsequent legislation expanded the earned income 
tax credit that provides cash to low-income working families with children. In, 1992, about .1 J.$ 
million (amilies will receive nearly S9.$ billion from the EITC. 

Tax·legislation passed by Congress as part of last year's budget agreement promises to expand 
. tax progressivity even more. According to a study done by the nonpartisan Joint Committee on 
. Taxation at the request of Representative Bill Gradison, the 1990 tax changes increased the effective 

tax rates for most taxpayers with incomes over S20,OOO. while 'decreasing effective rates (or those 
with incomes underS20,OOO. The increase in effective rate isarourid 2 percent for taxpayers,with 
incomes' between S20,OOO and S200,ooo. Above S200;000,.! the ,effective: rate increases . rapidly , 
reaching 8 percent for'those above Sl miJIion.· Thus, the tax code promises to become even more 
progressive in the years ahead as federal revenues continue to r:ise. 

. 	 , 

Sodal Security. Not every type of federal tax is as progressive as the income tax. The most 
regressive federal·tax is the Social Security payroll tax. The issue here is that the system of Social 
Security benefits is financed by a flat tax applied to wages up to about S53,OOO (in 1991) for the old 
age, survivors, and disability benefits and S12$,ooo for medicare benefits. Because the combined 
tax rate is flat and because lots of income above the wage caps goes untaxed, Social Security taxes 
are far less progressive than income taxes. Critics argue that because Social Security tax rate 
increases enacted iii the late 1970s were actually implemented during the 1980s, the tax became even 
less progressive and added. substantially to ·the overall regressivity of federal taxation.' 

But social security tax rates were not all that changed during the 1980s; the wage base was 
. also increased by more than inflation in both 1981 and 1982. Then, in last year's budget agreement, 
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the wage base for the medicare portion of the tax was more than doubled to SI2S,oOo. As a result 
of these wage base changes, the percentage of U. S. wages now subject to Social Security taxes is' 
near its all-time high. Accordinl to. recent CBO analysis, the net effect of all these changes was 
to reduce slightly progressivity at the bottom of the income distribution but to increase substantially 
progressivity at the top. . 

Even more important, &ciai Security taxes are vastly different from most taxes. In exchange 
for paying this tax, workers get the followinl direct benefits:·· .. 

• 	 disability insurance, from which about 4. J million American workers and their dependents 
now receive benefits; 

• 	 health insurance when they reach ale 65. the value of which now averales about S3,OOO per 
year per recipient; 

• 	 generous retirement benefits, which now averale around S12.0oo per year for a worker and 
~spouse. 
''Y'.,;.;. 

; :::A -worker retiring at ale 65 in ) 989 who had enjoyed average earninls throughout his life 
would;:have paid payroll taxes which. had the money been in a bank accumulatinl interest, would 

. have amounted to S52.302. The monthly retirement benefit for this worker would be $720 (51.080 
·for,worker and spouse). Within about six years, this worker would have recovered all the money 
(plus interest) he paid into the Social Security trust fund. The average male worker who retires at 
age 65 will live 15 years (for females, 19 years). thereby enjoying a substantial windfall from his 
payroll tax investment. Moreover. the benefit payment system is highly prolressive; low-wage . 
workers enjoy a much higher ratio of benefits-to-contributions than other workers. . 

. ;,~•. ,. .. ,1·',".- .. Though Social Security benefits relative to investments will decline in the future. the" 
Congressional Research Service projects that a minimum wage worker retiring in 2000 will still 
recover the. total amount plus interest of the combined employer-employee contribution to Social' 

. Security within 7.4 years. Under all the projections. low and average wage workers take fewer years, 
~,~ , .to recover the value of their contributions than high wage workers .. 

Even though the SoCial Security system is progressive when benefits as well as taxes are taken 
into account. the tax nonetheless falls heavily on low-income families. Long concerned about this 
problem. in 1975 Congress enacted something called the Earned Income Tax· Credit. Expanded 
several times since 1975. the EITC provides a cash supplement to low.;.income workers with 
dependents. In 1990. the EITC equaled ·14 percent of wages up to a maximum cash benefit of about 
SI.OOO. The cash is taken either in the form of tax forgiveness or. for the millions of low-income 
workers who have no federal income tax liability. as a cash rebate. As shown by materials published 
by the ,ways and Means Committee. over JOmillion families received a total of nearly 56 billion 
throulhthe EITC in 1990. When this cash refund is taken into account. families in the lowest 
quintile'. actually paid negative federal income taxes in 1990. Even this level of payment will be . 
reduced substantiaJJy by the EITC expansions passed by Congress in 1990. For some families in the 
lowest quintile. EITC subsidies wiU expand from the 1990 maximum of SI.OOO to nearly $3.000 by 
1994. .. . .,' 
-' . . \, .:" .' 	 .. . ' . 

In short, Social Security appears to be a reasonable investment. especially for low-wage 
workers. From this perspective. critics emphasizing the regressive characteristics of the payroll tax 
might at least note that those paying the tax will receive benefits worth much more than the taxes 
they paid into the system. that taking benefits into account shows the system to be .highly 
progressive, and that payments into the system by low-income families with children are often more 
than offset by the EITC. For millions of American families. the Social Security tax is a wise 
investment and their major source of wealth. .. . 
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This overview of the federal.tax system leads us· to emphasize its considerable strengths and 
increasing rairness while at the same time acknowledging the substantial impact. of SOcial .Security 
taxes on low-income families. We also draw attention to the effects of the 1981 and 1986 tax reforms 
on progressivity, and the even more powerful.progressivity effects of last year's EITC reforms. The 
federal tax system plays little or no rote in the persistence of poverty. In fact, there is every reason 
to believe that federal taxes in general, and the EITC in particular, are increasingly important tools 
'in fighting poverty and. low income. 

The Exolosion ofFemale-Headed FamiJies 

.If we find the causes of poverty and the assoCiated social ills examined thus far to be at best 
partial explanations of persistent poverty. we now turn to two causes that are compelling in their 
simplicity and empirical support. Poverty and its unwelcome, companions are now sustained in large 
part by the explosion of female-headed families, the remarkable decline in work among low-income 
families, and as we have already seen, the stagnation of wages among low-income workers. 

.., The poverty rate for fema1e-head~d families· with children has.averaged ~round 44 percent 
since 1970. By contrast, the poverty rate for married-couple families has hovered around 60r 7 
percent in most years. So the risk of being poor is increased by a factor of at least six for p.ersons 
living in female-headed families. It follows that if relatively more families are headed by females. 
the poverty rate will increase. . . 

Table 8:' DiVorces, Ouf-of-Wed1ock Births, and Fema1e-HeadedFamilies; 1960-1988. 

18 




,..
'. 

" ',. 

Unfortunately, in what constitutes one of the, most remarkable -:.. and painful -- demographic 

developments in American history, the rate of formation of female-headed families in the last two 

decades has been astounding. Among families with children, between 1970 and 1988 the percentage 


. headed by a female more than doubled, from less than 10 percent to almost 20 percent (Table 8). 
Even more alarming, the number of out-of-wedlock births increased from under 400.000 in 1970 
to over I million in 1988. We now confront a situation in which nearly 65 percent of black children 
and 20 percent of white children start life in a household t!.aat does not .contain both parents. Given 
the high percentage of single-parent families in inner-cities, it seems likely that in some 
neighborhoods up to 80 percent of the families are fatherless. Among other bad effects. divorce and 
out-of-wedlock births have gone a long way toWard killing any chance that economic growth and 
worthwhile public policies would substantially reduce poverty. Moreover. as Charles Murray of the 
American Enterprise Institute has argued. house hoods with so few adult males represent a kind of 
experiment in child rearing environments and raise the issue of whether it is possible to socialize 
children wit~out the influence of adult males .. 

. Nor are poverty and problematic socialization the only wretched companions of divorce and 

out-of-wedlock births. As Sara McLanahan of Princeton has recently shown. high quality research 

now makes it undeniably clear that being reared in a single-parent family is bad for children. On 

almost eyery outcome studied so far -- including delinquency and crime, school achievement, and 

college "attendance, to name a few -- children raised without fathers are worse off than children 

raised with both parents. Moreover, these children perpetuate the very cause of their predicament 

because they have a higher probability of never marrying or ending their own marriages by divorce. 


, A recent study by Census Bureau researchers Gordon Green. Paul Ryscavage, .and Edward 
Welniak dramatizes the impact of family dissolution on economic well-being. Using income'data 'I· 

from the Current Population Survey for 1970 and 1989, they studied the impact of changes in age, 
race, education, household type, work experience, anq type of job of household' heads on changes 
in the distribution of income over the 20-year period. Along with the shift in employment from 
goods-producing to service-producing jobs, the most important factor in accounting for increased 
income inequity was the rise in incidence of female-headed famities (over the 20-year period, the 
percentage of married-couple households dropped from 70 to 56 percent of aU households). If 
married-couple households had been as prevalent in 1989 as in 1970. the average income of 
households would have risen to $32,132 rather than the actual figure of $28,900. the bottom quintile 
of families would have had 10 percent higher income than it actually had, the rise of income 
inequality would have been reduced bymort~ than half, and the poverty rate would. have fallen nearly 
20 percent, from 12.2 to 10.1. These results show the enormous price American low-income families 
and children have paid for the parents' decision to create female-headed families. 

:The unfortunate nexus between single parenthood, poverty, and poor outcomes for children 
highlights the fundamental issue of American social policy in the late Twentieth Century. 
Government programs are important, but the behavior of individuals is crucial. Destroying the small 
civilization. that is a family or denying a fundamental tenet of citizenship by having a child out of 
wedlock.. carries serious consequences for everyone involved, but especially the children. When 
enough individuals make the wrong choices, the fabric of American society is weakened and the most 
that can be expected of public policy is partial amelioration. 

Work and Prosperity 

In addition to single parenthood. an important underlying problem facing American social 
policy is nonwork. Though many analysts are in the habit of measuring the progress of social policy 
by the number of families removed from poverty by government transfer programs, perhaps a more 
fundamental measure of successful social policy is the number of families that escape or avoid 
poverty through their own efforts. The problem of ·own efforts· brings us to the bedrock issues that 
define our current predicament. The timeless injunctions of parents to their children turn out to be 
the keys to economic success: stay out of trouble, don't have a baby before marriage, finish high 
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school. get some training or education beyond high school, get married and stay married, and get a 
job and keep it. 

The linchpin of these interrelated prescriptions' is work. For most Americans, without work 
a decent 'income is impossible;' without a decent income. life tends to be brutish. "The major 
exception proves the rule. and provides insight to why government social programs are at best only 
partially successful in helping the poor. 

Consider the aged. Progress against poverty among the aged has been spectacular. Between 
1970 and 1987. the percentage of the elderly below the poverty level fell from nearly 25 percent to 
under 12 percent. If in-kind benefits such as food and health care are included and if the imputed 
value of homes is taken into account. the poverty rate among the elderly is now around 6 percent. 
Nothing like this had been seen before. How did it happen? ' , 

Simple. Policymakerstook the direct approach. Poverty being defined as the shortage of 
cash, the Social Security system was used to give more cash to the elderly and thereby reduce their 
poverty rates. Between 1965 and 1988, a period during which:the'€onsumer Price'lndex increased 
268 percent. Social Security benefits increased 349 percent. :So generous was ,the, system that the 
average retired worker saw her benefits increase more rapidly 'than the average active worker saw 
her wagesincrease~ In constant dollars, the average recipient enjoyed about' a 40 percent increase 
in benefits. " , ' , 

.. , ",~ 

We could do the same thing for the nonelderly poor. If the government simply gives them 
enough cash. they will no longer be defined as poor. In fact, according to Up From Dependency, 
a 1986'report from the'Office of the, President, we already spend'enough on social programs that we 

,could convert them to cash, use the cash to bring every poor family in America above the poverty 
line. and have money left over. ' 

" , 

The major reason we don't fpllow this course is ,that Americans think adults should provide 
for themselves and their families. Moreover, Medicare and Social Security, the major programs that 
help the aged, are based, in part, on insurance principles: recipients are owed the benefits because 
they have previously paid into the program through their Social Security taxes. ,By contrast, it seems 
unfair for taxpayers to indefinitely subsidize those living on welfare. Furthermore, most Americans 
(including many poor people) think such a policy would be detrimental to the poor themselves. Some, 
economists even predict -- and they have an impressive amount of e\'idence on their side --' that 

, giving',money to those:who don't work would induce lots of people to reduce their work effort. 

The objective of social policy for the able-bodied is to help them become self-supporting. 
, And yet, there are several indications that precisely the opposite-is happening. As.discussed above. 
a great deal has been made of the growing gap between families with' the: lowest and highest incomes. 

,Census Bureau data show that the respective mean incomes'of,~the lowest-and highest quintiles of 
,American households were $9,431 and S92.663 in 1989 (see;Table:9)~ This large discrepancy is often 
cited as evidence of the unfairness of the American economy. 

Simple computations performed on numbers contained in a 1988 Census Bureau report, 
however. reveal an interesting fact. Whereas the average household in the upper quintile had 1.2 
year-round, ful1-time workers, the average household in the bottom quintile had less than .2 workers. 
]n other words, on average only I ,of 5 households in the bottom quintile had a year-round. full-time' 

, , worker.' ' 
, , 

Given this relationship between work and' household income. it is not surprising that level 
of work also, has asubstantial impact 'on poverty. Table 9 shows the poverty rates for various 
demographic groups by the amount of work they perform. Consistent with previous tables, the risk 
of poverty is strikingly different for different demographic groups. Single mothers, in particular, 
are at the greatest risk of poverty no matter how much they work. Even more striking is the strong 
inverse relationship between amount of work and poverty for every demographic group. To take 
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Table 9: Poverty Rates for Various Demographic Groups by Amount of Work, 1989. 

Worked 
Demographic Did Not Part Full Full Year 
Group Work'v . Year Year Fun Timc" ., 

AU Persons 20.7 13.5 3.1 2.4 
.....•.•.. AllFamilyHeads 23.4 19.0 3.S 2.9 

. . Female Heads 53.7 '43.6 10.3 : . :1.1 . 
. Unrelated I.ndividuals· 35.1 '.28.0 4.6 . 2.S 

,
.:: . lmu:!i!: Mead,L; P0¥Vt7ia UM UD.i'-d s,.,..>,...UmoftJ ber. ,he JolDt Eeooorie Commit'", 25J~Jy.}" 

. 1V91, Tabl. 2.. " . . ' . . .. " ... 

,ltff< 

. female:~,heads as an example. the poverty rate for those who did not work at all was a startling 54 
percent~ Even working for only part of the year caused the poverty rate of female heads to decline 
by about a fifth to 44 percent. Working full year caused a dramatic decline to 10 percent; jf the 

. . work· was full time, the decline was to 7 percent. Although the numbers vary, the same pattern of 
more work, less poverty holds for every demographic group. .' ~ 

The same trend is evident if we examine information on the proportion of families that have 
, full-time workers. Table 10 presents the average number of year-round, full-time workers in 

families with children in the bottom. middle. and top income quintiles for selected years. ,Consider 
':

. the numbers for 1986. Here we see that the average family in the bottom quintile had only .27 ,~!.,~ 

year-round. full-time workers. In other words. roughly 3 of 4 families had no worker. By contrast, !'r

" Table 10: Number of Full-Time, Year-Round Workers in Various Family Types by Income 
Quintile,'1970, 1980, and 1986. .1, 

~ 
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. the average family in the middle and top quintiles had 1.06 workers and 1.42 workers respectively .. 
Families in the top income quintile- had well over five times as many year-round. full-time workers 
on average as families in the lowest Quintile. The message here is a simple one: families with 
workers have money; families with lots of workers have lots of money; families without workers have 

, little money. ' 

. A second conclusion supported by the table is that families headed by single mothers in each 
Quintile are less likely to have workers than married-couple families. In part. the lower number of 
workers in female-headed families is attributable to the presence of fewer adults in these households. 
Additional adults can either work or provide child,carewhile other adults work; either way, the 

, presence of two adults raises the probability that at least one will work. . 

PerhapS the most arresting data in the table is that for the bottom Quintile. Very few single 
mothers in the bottom income Quintile work year-round. full-time; in 1986. the average number 
of families with a year-round. full-time worker was only .03. By contrast. the average number of 
married couple families with a year-round. full-time worker in the bottom Quintile was .61. Notice 
also that the average number of families with a year-round, full-time worker in the bottom quintile ' 
declined from .42 to .27 between 1970 and 1986. Paradoxically, work levels declined little for either 
the married-couple or the single-mother families-that together make up, the 10w~stQuinti1e. The 
explanation for this paradox is that there were relatively more single-mother families in the bottom 

. Quintilein 1986 than in 1970. As the composition of the bottom quintile shifted. more and more to 

. ,female-headed families with their exceptionally low number of workerS, the average number of 
workers per family in the entire Quintile declined ~ubstantiany~ , 

The connection between work and income is perhaps the strongest and most reliable finding 
produced by economic studies of family income and poverty. Of course, ",;e would not expect 
anyone to be surprised by the finding. Whar could be more elemental than the claim that' most 

_	people get money by working or that work is the single best insurance against poverty. It seems. 
reasonable to expect that Americans would learn this basic law of economic life during childhood 

. and arrive at adulthood ready to join the labor force on a full-time basis. Given the dramatic 
increase in the number of jobs generated by the American economy over the past two decades, and 
the basic understanding by Americans that work cures poverty. the prediction that more and more 
Americans would work consistently throughout their adulthood seems reasonable. 

•But the prediction is false. University of Chicago economists Chinhui Juhn. Kevin Murphy. 
and Robert Topel have provided illuminating data on the long-term trend toward nonwork among 
American males. Table II shows the remarkable trends in unemployment and dropping out of the 

Table 11: Nonwork Among Adult Males During Selected Years, ·1967;.1988. 

····4.16 
3.74 
6.68 · 

",4.83 . 
'8.81 

.4.66',. 
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labor force among male workers. If we compare the nonrecession years of 1969 and 1988. both the 
increases in unemployment and out-of-Iabor force are well over 2 percentage points. For 
unemployment. this increase represents more than a doubling of the rate; for out-of-labor-force. 
·an increase of over 50 percent. Combining the two measures yields an overall increase in non work 
of a startling 80 percent. 

Though the decline in work occurred among all demographic groups, the decline among 
blacks is especially notable.tn 1940, about 83 percent of black 24-year-old men were in school. 
in the military. or working. By 1980 this figure had declined to 72 percent. The nip side of these 
figures is that in 1980. nearly 3 of 10 black 18 year olds, and more than I in 5 black 35-36 year 
old males was unemployed, out of the labor force, or in jail. . 

The decline in work among young black males is extremely troubling. Little comfort is to 
~ found in more detailed examination of the problem. Among males aged 36-45, between 1970 and 
1980 the dropoff in labor force. participation ranged from 12 percent for those with 7 years or less 
education· to 4 percent for those with 16 or more years; the average across all education groupings 
:was 5.6 percent..The dropoff for black males aged 46-54 was even more precipitous, averaging 
nearly 10 percent. For both age groups and all levels of education. the declines for blacks were three 
or four·timesgreater than those for whites. 

.
Unfortunately. these trends have continued during the I980s. Although unemployment: " 

declined for black males during the decade, particularly after 1982. the percentage in prison haS 
increased by nearly 40 percent and the number dropping out of the labor force has increased by 
nearly J8 percent. . 

. . .. Many economists believe that the high demand for labor typical of tight labor markets would 
halt or reverse the trend toward dropping out of the labor force. Charles Murray of the American', 

;. .Enterprise Institute has examined this possibility using data on unemployment and dropping out of . 
"1-' :;. ,'"the labor force by young, out of school, black males with 12 years or less schooling. The' 

distinguishing characteristic of Murray's analysis is that he studied labor force behavior as a response' 
to varying levels of unemployment in major urban areas. He found that in cities with an' 
unemployment rate under 4 percent, the proportion of young blacks out of the labor force fell from, 
28 to 21 percent. Although one might feel some disappointment in the inability of extremely low . 
unemployment levels to make labor force nonparticipation fan below 20 percent, the finding of a . 
2S percent reduction in nonparticipation is encouraging. But the encouragement is short lived when' 
we turn to cities with unemployment rates above 4 percent. In cities where the unemployment rate· 

. ~; 	 declined to the very respectable figure of 4 to S percent, labor force nonparticipation hardly:dropped 
at all. Even worse, in cities with S to 6 percent unemployment, although unemployment' among 
young blacks dropped by more than one-third, labor force absence actually rose. The conclusion?· 
If only'super-heated economies with unemployment levels of 4 percent or less are capable of pulling 
young black maJes back into the labor force, there is little prospect for a reversal of the historic 

" 	 pattern:ofincreased labor force absence by these young men. . . 
'I'J~'" ~ 	 «' 

A word is in order about a well-known explanation for the growth of nonwork among young 
.. 	 males in America's cities. Known as the spatial mismatch hypothesis, and presented in compelling 

detail by William Julius Wilson of the University of Chicago and John Kasarda of the University of 
North Carolina, the theory has two essential ingredients. First, in the old days a young man living 
in the nation's major cities wi,h a high school degree or less could get a manufacturing job and earn 
enough money to join the middle class. Over the past two decades, however. these good 
manufacturing jobs have fled the inner-city for the suburbs, for small towns, or for foreign lands. 
Thus, we wind up with lots of young Dien in cities fighting for a shrinking number of high-paying 
manufacturing jobs. They do not work, in other words, because jobs are not available. 

The second tenet of th.e spatial mismatch theory is that most of the high-paying jobs in cities 
require high levels of education or skill. As manufacturing jobs left the cities, new jobs were created 
in medical services, business servic~s, finance, and similar fields. These new jobs, however. require 
much higher levels of education than the old-fashioned production line jobs~ Again, inner-city 
residents with high school degrees or less are left out. 
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,." . ". The spatial mismatch theory has a aood deal of validity. On the other hand, as Larry Mead 
of New York University and Marvin Kosters of the American Enterprise Institute have araued. the 
'evidence on the theory is not as'persuasive as the reasonina. Three of the more important arauments 
that h~ve been offered in opposition to the theory are: people have left th~ inner-city at a areater 
rate than jobs, thereby leavina a net increase in the jobs-to-population ratio; many cities -- such as 
New York and Washinaton, D.C. --have never had a very bia manufacturina base and yet suffer 
from the same biah levels of nonwork as Detroit and Chicaao. where manufacturina jobs used to be 
plentiful; and many.cities -- aaain~ New York and Washinaton, D.C. are' examples -- have efficient 
transportation to the suburbs. where jobs are plentiful. 

Even more compelling than these arguments, however. is information given to the Census 
Bureau by nonworking males themselves .. Abou~ 22 percent ofall men, SO percent of poor men, and 
6S percent of poor black men did not work at all in 198? Census Bureau interviewers asked these 
nonworking men why they did not work. Only S percent of all nonworking men, 14.percent of 
nonworkina poor men, and 16 percent of nonworking poor black men said the main reason they did 
~ot work was because they could not find a job. . . 

. Taken toaether, these considerations cause us to question the .tenet 'of the; spatial mismatch 
theory which emphasizes the unavailability of jobs in American cities. On the other hand, as we 
argued earlier in our discussion of wages, the importance of skills and education in the ability of 

. young men to find high-paying jobs seems closely related to the mismatch theory~s emphasis on the 
shortage of.high-paying jobs for poorly educated and unskilled workers in the inner~city. Once 
again. the importance of skills and education in accounting for labor force problems is evident. 

. Marriage and work are the corne.:s'tones of American society. Both have suffered greatly in 
. the past several decades .. 'lJle precipitous increases in divorce of the I 960s and 19705 appear. to.have 
leveled off, but out-of-wedlock births continue to .increase and births to teenagers are once again 
on the rise. In short. the rates of family non formation and dissolution, like the rates of .nonwork, 
are unacceptably high. Even inore to the point, both nonwork and illegitimate births have directly 
undermined progress against poverty, low income, and income inequality. . .. 

Summary 

The evidence reviewed above leads us to five conclusions: . 	 .~ 

: .::Until the ~icesi:ion year of J990, poverty declined and average real'wage~ increased every 
. 	 .. year after 1983;' . . . ." ' 

• 	 Most government social programs have enjoyed increased'funding during.the Reagan-Bush 
years; in real dollars spending on social programs other, thanSOCialSecuri~y increased by 20 
percent between 1981 and 1989 and spending on safety.net, programs increased by nearly 4S 
percent between 1981 and 1989; federal social programs continue to effectively transfer 
money and in-kind benefits to the nation'S poor and near-poor; 

• 	 Not only are fedeiat, tax receipts far above the levels of a decade ago, but also the federal 
income-tax system is more progressive than it was at the beginning of the 1980s. 

\ 	 ~ 

• 	 Despite the overall increase in family and individual income, wages at the· bottom of the 
income distribution are a problem arid low-income families with children have not enjoyed 

. the income gains enjoyed by other families; 

• 	 Individual ~hoices, especially regarding marriage and work, are a major contributing factor 
, ,to poverty rates and the desultory growth of. income, in the bottom of the ,income distribution. 
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,The Underclass: Helpless and Hope]ess? 

Studies thlll follow families over a period of many years show thill there is 
'substantial movement within the income distribution. including into and out of poverty. 

'. Similarly. studies show thlll hUlfdreds of thousands of families move 0",0 and of/the 
welfare rolls every year. Despite this movement. which in itself demonstrllles the 

. opportunities available in the Americ.an economy. there is nonetheless a substaniial 

..'::group of poor individuals and families who remain mired in poverty year after year . 
. ~;Even more important. members of this subgroup can be distinguished from Ihe majority 

.ofpoor citizens by Iheir behavior: Ihey drop out of school. have babies outside 
~'marriage. work less. remain on welfare longer. and engage in criminal behavior. These 
behaviorallendencies represent a serious. but nol insurmountable. barrier 10 progress 
against poverty. 

Most of the discussion above has focused on averages -- average income, average taxes, 
average government benefits. But averages have the inherent problem of masking developments at 

. the extremes of a distribution. We should take comfort from economic growth since 1983 because" 
on average people have been better off each year. However, we should not be too comfortable until' 
we have examined the impact of economic progress on those at the bottom of the great American job 
and income machine. . 

In recent years. the academic community, the media. and policymakers have become 
increasingly concerned about a group of Americans called the ·underclass". Though a few scholars 
and advocates have dismissed this label as simply the latest version of blaming the victim, there', ' 
seems to be widespread agreement that all the poor are not alike and that a particular subset of the: 
poor is of special concern and should be a focus of social policy. '.' ..:. 

. The essential characteristic of this subset of the poor is behavior that is inconsistent with the 
values accepted as fundamental by the'rest of society (and ironically. perhaps by members of the 
underclass themselves). More specifically, the underclass is composed of poor Americans with 
multiple·; behavioral problems including school dropout. births outside marriage. dependence on 

. welfare';~drug. use, and crime. . 

. Seminal work on the underclass has been done by Isabel Sawhill of the Urban Institute in 
Washington, D.C. Sawhill's approach is to identify census tracts in which residents are characterized 
by high rates of school dropout, female-headed families, welfare dependency, and joblessness. She 
finds 880 tracts throughout the. nation that have exceptionaJly high levels of these problems. About 
2.5 million people live in these neighborhoods. of which somewhat less than half are poor, about 
one-third are children. nearly three-quarters are members of a minority group, and about two-thirds 
of the adults fail to graduate from high school. Perhaps the most disturbing finding from Sawhill's 
work is that the number of people living in these underclass neighborhoods grew from 752,000 in 
1970 to 2.5 million in 1980. . 

Underlining the importance of Sawhill's findings is recent demographic work by Douglas 
Massey of the University of Chicago. Professor Massey shows that. due in large measure to housing 
segregation, American blacks are increasingly isolated in America's central cities. Higher and higher 
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percentages of the black population living in the nation's major cities reside· in hypersegregated· 
areas. Worse, increases in black poverty rates lead to a dramatic increase in the concentration of 
poverty when it occurs in these hypersegregated areas. As the concentration of poor, single-parent 
families increases, these neighborhoods become transformed into ·physically deteriorated areas of 
high crime, poor schools, and excessive mortality.· They become, in short, bad places to raise 
children.. 

Though the size of the underclass appears to be growing, a careful examination of the 
problem reveals several surprises. The picture of distress and hopelessness within our inner cities 
must be hung on a wall of national social statistics that leaves some room for optimism. All is not 
bleakness and despair. Even so, the underclass problem in many of the nation's central cities is 
serious and policies adopted thus far have not been very effective. . 

Begin w~th crime. Despite the media· drumbeat abOut drug-related killings and rapidly 
escalating crime rates, the national pattern is more complex: increasing rates of crime until around 
1980, followed by stabiliZation and decline until 1985, then another increase for some measures but 
not others. In 1973, after a decade of rapid increases, the victimization rate for crimes against 

· persons and households stood at 124 per 1,000. The rate continued to incre~e at' a somewhat 
moderated pace untiUt reached 131· in 1977. ~ It then began an ,uneven but substantial .decline, 
reaching 96 by 1986. After 1987, the rate. began to increase again, reaching 100 in 1988. It then 
declined to 98 in 1989 and. though the final number is not yet ,available. declined again in 1990. 
Murder'rates show a similar pattern. from 1960 to 1970, they nearly qoubled; from 1970 to 1980 
they increased by another 30 percent. But then between 1980 and 1985 they plummeted to their 1970 
level. The rates then increased again. but in 1990 were still we)) below the 1980 level. 

.. - ,. 
Although demographic factors, especially aging of the population, undoubtedly 'play some 

rc;Je inlthese trends, the high crime rates. in some of the natio,n's major c,ities apparently do not 
extend to other sectors .of society. Although crime remains a serious problem, for most types of 
·crimes, the nation is better off now than it was in 1980. ,..' .,' 

Patterns of drug use are even more surprising. Since 1975. researchers at the University of . 
Michigan have conducted an annual survey of a nationally-representative sample of .high school 
seniors. The Michigan survey reveals that drug use among high school students peaked in 1981 when 
over 65 percent of seniors had tried one or more illicit drugs. Drug use has declined every year 

· .since then, and the 1989 level of 5I percent is the lowest recOrded since the survey began. Similarly, 
a measure thought to represent use of more serious drugs (other than marijuana) has also declined; 
at 31 percent in 1989. it too is at its lowest level since the survey began in 1975. Use of cocaine is 
also in decline. . 

. ,These felicitous' developments, however.· must be temper:ed,.' \>y me~ures of drug - 
particularly crack -- use in the inner city. The numerous reports of,crack abuse \>y pregnant ~omen 
and the high level of drug violence in many metropolitan areas demonstrate that drugs are still a 

. major national problem. Given the stark contrast between the reliable results from the Michigan 
survey and the relentless. headlines on drug killings, it seems possible that national declines mask 
actual increases among vulnerable subgroups -- the same pattern we observed in the case of crime. 

· Even so, there does seem to be some decline in drug use in the inner city within the last year or two. 
, Recent statistics show modest declines in both emergency room drug admissions and the percentage 
of male arrestees with cocaine in their urine. Not enough data is yet available to support strong 

, conclusions, but a number of experts are claiming that drug-use in the inner-city has peaked,. 
. . , 

Education presents a mixed picture. The most dramatic development is in high school 
completion rates. Between 1960 and 1987, the percentage of American youth failing to complete 
high school was cut in half. dropping from about 50 percent to about 25 percent. The rate among 
black Americans is even more impressive. dropping from over 80 percent to about 35 percent. 
Although dropout rates for Hispanics and inner-city schools remained high, during this period the 
median years of school completed by all students increased from 10.6 to 12.7;'for blacks the increase 
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was from 9.8 to 12.4. leaving them only slightly behind whites. Turning to college enrollment of 
blacks, we find that although by some measures there has been a recent dip. there are still five times 

.as many blacks enrolled in college as in 1960 and nearly twice as many as in 1970. ' . 

". Yean of schooling. of course. is not the only measure of educational progress. Equally 

important is what children are learning "'hile in school. Since 1971. the National Assessment of 

Educational Progress has been tracking the school achievement of representative samples of 9, 13. 

and 17- year olds. The results on reading proficiency are typical. Between 1971 and 1988. white 

children in the three age groups showed virtually no change in scores. By contrast. all three age 

groups of black students showed substantial improvement. Children in the oldest group. for 

example,improved their scores by about 15 percent over the period. Although the black-white gap 

remained large. on average across the age levels. blacks closed the gap by well over 50 percent. The 

National Assessment also showed that the biggest gains were scored by disadvantaged urban children 

and children whose parents had not graduated from high school. 


Scores on the scholastic Aptitude Test taken by high school seniors also demonstrate the 
pattern<of stagnant or declining scores of "..hites and increasing scores by blacks and other minorities. 
Black scores on the verbal portion of the test increased by 20 points from -332 to 352 between 1976 
and 1990 while scores for whites were declining from 451 to 442. On the mathematicS portion of 
the test; blacks increased by 31 points from 354 to 385 While whites declined from 493 to 491; 
Without question. blacks headed for college. though still considerably lower than whites in SAT 
.achievement. are improving their scores an,d simultaneously closing the gap with whites. 

Another of the great myths of conventional wisdom is that the earnings of black Ameticans;' 
have (allen further and further behind the earnings of white Americans. By almost any measure of 


. economic progress. blacks have made huge strides since the World War II era. In 1940, the $5.000' 

(in 19,87 doUars) mean annual Wlge of black men was only 43 percent of the average white male' 


. wage. But by 1980. the average black male earned $20,500, about 75 percent of the average wage· ... 
for white males. Moreover, this progress occurred at every point along the income distribution" 
except the very bottom. If the wages of black and white males are arranged from highest to lowest' 
and the raw amounts in 1950 are compared with those in 1980 at each point in the distributions, 
blacks reduced the wage gap at every point of comparison except the lowest 10 percent. Even more 
telling. the return to schooling (higher pay for more years of schooling completed) for blacks has. .. 

., . nearly reached equity with the return to schooling for whites. Thus, as individual blacks aim at· .," 	
I 

and' achieve each additional step on the education ladder from high school graduatipn to graduate'=
work or professional school, they can expect to reap the financial rewards attendant to::·their; 
educational achievement. . " S. . 

Celebrating the great movementtolJO"3rd wage equality and equal returns to schooling between 
blacks!~nd whites is not a way to endorse the status quo. Far from it. Capitalist economies are 
always~dynamic. The skills needed on some production lines even a decade ago are.now outmoded. 

.. 	 Numerous private-sector and government reports of recent years have emphasized the need for a 
~: 	 flexible'f:workforce, one that can adapt to what are expected to be increased trajectories of 

technological change in the years ahead. We can expect a continuing and complex interplay between 
skills. skill development. and economic growth. A corollary to this conclusion is that even in the 
face of economic growth. workers who fail to adapt to new technologies. skill requirements, 
production proce~ses, and working environments wilJ be left behind. 

And.here we arrive at a problem thauhould attract great attention from policymakers in the 
years ahead. Many of the nation's high schools do a reasonable job of equipping. their graduates to 
go to college or take a productive place in the American economy. But what about the thousands 
of inner-city schools that have a difficult time even maintaining order? If employers need workers 
capable of being trained to become productive, then the schools must provide them with young 
adults who have the reading. writing, speaking. and mathematics skills. as well as the level of . 
personal responsibility~ requisite to this task. The earnings of black Americans will probably never 
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, reachl)arity with those of white 'Americans unless, imongotherthing, the quality 9f urban schools .
improves." ... .'. , . . 

. . . ". \ . 

The problem of a significant' portion of America's youth being unprepared to enter 
productive employment has already, started: After- the solid economic progress by minorities in the 
decades leading up to 1980, continued improvement during the economic expansion that began in 
1983 might have been expected. But the oppositehappe'ned. From 1980 to 1985. the wage gap 
between black and white workers actually widened for those under age 35. Older black workers held 
the gains they had achieved earlier, but new'entrants into the labor force did poorly. ' 

As disttir~ing as these Wage developments are, a balanced assessment of opponunity requires 
,us to examine the economic progress of young adults'who follow basi~ rules of citizenship such as 
completing school, avoiding parenthood before marriage, and working. Charles Murray has analyzed 

.. data from surveys conducted between 1970 and 1980 a~ the University of Michigan to show that· 
: white males who completed high school had about a I pereenfchanee of living in poverty. Even 
',more remarkable, given that the 1970swere a decade in which the black poverty rate never fell 
below 30 percent, married black males .with a high~~hool:degree·had·less ,than a 5 percent chance 
of living below the poverty line." . .' . . ".,' . : ~.: '" ..' ;. ,:,' ~: .' ,.' 

. , 

More recent data tro~ .the sam~ Michigan surveyallo,,- 'u~:toexamine the economic 
consequences of following rules of citizenship in greater detail than ever before. Have the economic' 

"rewards -Cor good behavior changed in the last 20 yearS? Consider three ,groups of young ,women 
reaching the age of 25: those who did so between 1967 and 1972~ between ,973 and 1979, and' ' 

,between 1980 and 1985.. Now divide each of these three age cohorts into two groups: those who ' 
followed the rules by completing high school·and not having a baby out-of-wedlock and those who, 

. ,.either dropped out of school or had an illegitimate chlId., Consistent with Murray's earlier study,.' 
· followipg the rules allowed young females to be quite successful in avoiding poverty during all three 

tiine.periods. For white females in all three cohortS, only around 3 percent of those who followed 
the rules were poor at age 25; for blackfe'males the figure was higher, around 13 percent, but still 
far below the average poverty figures for all blacks in each time period. '," . ' ,,, . 

., . ' .. , . Now conSider. what happens to those who did not follQw the rules .. For those who quit school 

. orhad·an illegitimate bfrth as a teenager, the consequences were severe .and increased .dramatically 

over the period. For white females, poverty increased from 6 percent in the earliest period to 22 

percent.in the five years ending in 1985; for black females, the increase,was equally astound~ng - 

from 25 ,percent to 48-percent. These numbers suggest tha.t the American economy protects those 

who follow the rules ,and punishes those who don't, and that the retr'ibution is more serious now than 

in the past.. . . " ......', ..... .'. . ' . •. . .' . '. 


:' We ~e greatly concerned about the dramatic in~reasein ,pov~rty.an1ong y~ung adults'.who 
quit school or have babies out of wedlock, but many Americans would probably haSten to point out 

· that the '.result is not altogether unexpected. However; evem·ctjticstwho emphasize the justice of ' 
, rewarding those who follow rules and punishing those who don't are,certain to be uncomfortable, 
,about additional information depicting theecqnomic history of these cohorts of young women. We 
have seen that plost of those. who followed the rules during their teen years were able to avoid 
poverty, ,but several.other economic measures show that the.fortuneS of even those who follow the' 
rules declined substantially over the period. The data for blackfemaJes are downright discouraging: 
in inflation-adjusted doIIars~ their average fainily incomes declined from over $~6,OOO to under' 

. '518,000, their probability of living in a family earning less. than $10,000 actually'increased from' 19 
, to 22 percent. and worst of all, their 'chances of joining the middle class by living in a family that 


earned over 525,000 declined preCipitously from SI to 36 ,percent. Remember, these are young 

women who followed the rules. '" ~ '. 


. At least most"of the rules. The rule omitted from the 'University of Michigan data is: get 
· married and stay married. Unfortunately. the Michigan data publisbed thus. far. do not include, 

. information on whether women who remai~ married continued to do welleconoJriically. Abundant 
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'inCormation Crom other sources. some oC 9o'hich 90"85 reviewed above. indicates clearly that staying 
~arrie~ is still an eCCective way not simply to avoid poverty but to achieve a substantial Camily 
Income . 

. UnCortunately. the probability oC being married declined during the 20-yearperiod covered 
by the Michigan data. For whites. the percentage oC women aged 25-29 who were living with a 
spouse declined Crom 83 percent in 1967-72 to 61 percent in 1986-88. For blacks, the decline might· 
be compared to falling oCC a cliCC -- Crom an already depressing 60 percent in 1967-72 'to the 
astonishing level oC 35 percent in 1996-88. To make matters worse, the percentage oC black 25-29 
year olds who had never been married rocketed from 19 to 50 percent. 

Marriage, or lack oC it, isa critical piece oCthe problem we are pursuing. IC marriage is so 
. important Cor avoiding poverty and gaining .cOuence, why don't more young women many? The 

answer brings us full circle. In 1969,black men aged 25-34 without a high school degree earned 
. $14,000 (in 1984 dollars). In 1984, they earned $6,500. Even those with a high school degree 

experienced a marked decline in earnings --Crom $16,000 to $10,800. Note that black males with 
. a bigh school degree in 1984 earned almost 25 percent less than black males without one in ·1969.. 

The point black women have tightly constrained. economic choices .in looking for husbands. 
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SECTION III 

:, ..... 

A SoCia] Covenant for the 19905 

The nation's most serious domestic problems me tied to three complex and 
stubborn trends: declining wages for low-incpme workers. increasing ro.tes of family 
dissolution, and falling ro.tes of ",'ork. The lo.tter two problems in turn reflect 0. 

;fundamental breakdown in the obligo.tions of persono.l rectitude and citizenship. 

':~econstructing these values cannot be done by government programs alone. Ro.ther. in 

-<addition to new and more successful government programs. we must call upon every 


.~ ,.group of citizens implico.ted in the poverty problem to modify their behavior. As there' 

. '-;;s plenty of blame to go around. so should responsibility for solving the problem be 

distributed. We propose 0. new sodo.l covenant tho.t specifies the responsibilities of 
policy makers. teenagers and young adults themselves. parents, and national and local 
community leaders. Only the simultaneous efforts of all these actors will lead the", 
no.tion toward serious progress against our mOSI telling domestic problems. 

Surveying the evidence on poverty and the underclass leads us to conclude that the American 
economy continues to provide a firm basis for individuaJ advancement, that government spending 
provides both a springboard for those who would achieve and a safety net for those who faJl, and 
that millions of individuals have taken full advantage of these conditions. But too many are left 
behind. Again, most of our analyses show problems at the bottom 'of the income distribution - 
higher crime, more drug use, wage stagnation, and lower economic rewards for good behavior. 
Rather than quibble about whether individuaJs, the American economy, or government programs are 
at fault, we should recognize that the nation has a problem of substantial dimension, that we have 
the resources and will to reduce the problem, and that all the major actors must change their 
behavior. What is needed now is a new social covenant with four provisions: 

State and federal legislators must protect and appropriately direct the resources going into 
human. investment programs, particularly those that are shown to work. ,The federal 
government must also demand strict accountability to civil rights law~ in education, hiring, 
and housing. . 

-Teenagers and young adults must make renewed efforts to follow the rules: don't break the 
law, don't have babies outside marriage, don't drop out of school, get married and stay 
married, get a job and keep it; 

• 	 National, state, and community leaders must stop offering excuses for unacceptable behavior; , 
the rhetoric of poverty, as Dr. Louis Sullivan has argued so eloquently since becoming 
Secretary of the Department· of HeaJth and Human Services, should be self improvement 
rather than excuses or blaming others; 

- Parents and community organizations, especially the schools and religious groups, must renew 
their commitment to helping youngsters have opportunities for moral development, learning, 
and recreation. 
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. 'Naivete has had its day.' . Scholars, government officials. reporters, and pundits of all 
persuasions used to believe that 'a year-long preschool program would spur a child to overcome· 
poverty, that additional federal money would significantly improve the school achievement of 
inner-city children, that a summer job program for high schoolers would bind them to the labor 
market, and that a little parent training would work wonders for children's development. Most of 
these hopes have been dashed by nearly three decades of government programs that have not always 
produced the positive outcomes expected. To be sure.' some programs -- Head Start, the Special . 
SupplementaJ Food Program for Women Infant and Children (WIC). Job Corps. prenatal care, 
immunizations -- have been moderately successful. But these exceptions should lead us to a new 
appreciation of the complexity of human behavior, and for the difficulty of inducing change. No 
tess should they lead us to a new appreciation for .the years of patient effort that will be required . to 
find and implement effective anti-poverty policies. 

During the course of the 102nd CongreSs the House Wednesday Group intends to work 
toward fulfillment of the Congressional portion of the four-part covenant outlined above. In doing 
so, we intend to form alliances with Democrats and advOcacy groups whenever possible. Our 
purpose, as outlined in detail below, is to pursue a series of policy initiatives, designed to test 
potential solutions to these problems by conducting large-scale demonstrations. " . . . '. ~ 

• . r • 

·Weare now in the process of organizing work groups that' will fully develop 'legislative 
proposals in each of several areas and then lobby for passage of legislation during the 102nd 

. CODgress. In accord with the fiscal realities imposed by the 1990 budget agreement, each work 
group will be.responsible for identifying potential sources of money (either revenue increases or 
redirection of'current spending) to fund its recommendations. . . , 

.. , 
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SECTION IV 

Policy Recommendations 

In calling lor a -New Social Covenanl: we recognize lhe crilical role Congress 
mUSI play in solving poverly. To help lulliIUhe Congressional responsibilily, members 
ollhe Wednesday Group are lorming .'ork groups 10 address key aspeCIS ollhe poverly 
problem: wellare relorm. young nu:Jes. lamilies al risk. housing. heallh. educalion. 
and decalagorized services. Over Ih~ nexllwo years. we will develop. inlroduce. and 

.~>l.work lor passage ollegislalion designed 10 allack Ihese domeslic problems. 

Poor families 

-One· of . the major problems highlighted in this report is the growing number of~ 
female'-headed families living in poverty. In the past, social policy.consisted chiefly of giving these 
families money and other benefits; politics consisted chiefly of arguments about how'generous; 
policymakers should be with taxpayer dollars. 

However. Congressional passage of the Family Support Act of 1988 may have signaled the \ 
beginning of a new era in welfare policy. In one sense. the bill was a typical compromise between ~ 
Democrats who wanted to increase welfare k-enefits and Republicans who wanteQ also to strengthen~· 
the requirement that welfare parents actually work toward self-support and independence from'; 

. welfare. The final bill did ix>th. The major innovation of the Act was to put real teeth into the 1 
requirement for job preparation by compelling states to involve a specified percentage of AFDC . 
parents in job preparation. job search. and ~'ork programs. 

As always. whether· the 1988 Act signals a real change in welfare. policy depends on, 
.. 	 implementation and. in the longer run. on subsequent legislation. For the first time. the law nowt 
requires a fairly substantial percentage of welfare parents to work or prepare for work. Despite the. 
fact that these work programs are moderately expensive, good research shows that this step alone can 
be expected to help some people leave welfare and thereby reduce welfare spending. On the other' 

. hand. unless the new approach to requiring behavioral changes in welfare parents is strengthened, 
it can b¢ expected that before long welfare will again recede in the direction of a mere income 
maintenance program--with all that means for entrenched dependency. 

The participation requirements of the Family Support Act are actually a logical extension of 
a direction adopted by Congress at least as far back as 1967 when mild work requirements were first 
written into welfare law•... _These requirements were emphasized even more by the Reagan .. Administration in 1981. Although funding for many work-related activities declined under Reagan • '!..' . 

the various types of work programs states could use with welfare families were expanded. Most.. '.'::. 

imponant. states were given great flexibility to design and implement their own programs. As a 
result, participation· in employment programs by families on welfare more than <,toubled between 
1981 and 1985. from about 400.000 to about 1 million. SaJid evaluations of these programs in seven 

. states. performed. by the Manpower Demonstration Research Corporation (MDRC) and reviewed 
. recently by Judy Gueron and Edward Pauly of MDRC. showed that welfare mothers were willing 

to work and that they thought it appropriate w·work. Meeting the highest standards of social science 
research and evaluation. the MDRC studies also showed that employment programs could help 
welfare mothers. including those with poor education and work histories, enter the labor force and 
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earn more money than similar mothers who did not participat~ in the programs.' Long .... term (ollov.:

up showed that the employrrient'~and earnings gains persisted for at leaSt three 'years after the 

programs ended.' And in an outcome of some interest to those concerned about government 

spending, most of the projects actually saved government money. " 


There is every reason to believe that the 1988 Act has created an opportunity for state and 

local officials to bring the benefits of work, and even independence from welfare, to hundreds or 

thousands of welfare families. In short, welfare policy is on the right track. Policymakers c,an now, 

take several steps to move theliation's welfare policy further in the right direction and thereby 

provide tangible 'help to poor mothers. ' 


, 'First, Congress must do something boring and thankless; it must ensure that the J988 Act is ' 
,competently implemented. This will require strong and imaginative Congressional oversigh't, 


particularly by the committees of jurisdiction--the Ways,and Means Committee iii the Ho,use and the 

Finance 'Committee in the Senate. IndiVidual members'of Congress can also inform state and local 

officials in their home states of their interest in the Act being implemented; they can make their 

intent especially evident' by visiting work programs ,in their area' and keeping in to:uch with the 

administrators of those programs,' Even better, Members can' sponsor hearings in their district to 

bring public ,attention to attempts by local officials to help welfare families achieve independence 

through, work. Above all, Members' of Congress must resist the mounting pressure to weaken the 

Act's work requirements through changes in the regulations that govern i",plementation of the Act 


,or changes'in the statute itself.' ' 
\ " <,",

~:\'" 1., ,T > ..,~.,_ 

, .,'," • Second. tongtess should carefully monitor the effects of the huge Earned Income'Tax Credit 
(EITC) expansion enacted by the IOlst Congress. If work requirements are a kind of stick ,designed 

,to push, welfare clients into work. the EITC is a carrot designed to make work more attractive. 
Capitalizing on efficient 'administration by using the tax, system, untiJ 1990 the EITC provided a 

, maximum of SI,OOO in cash,wage supplements for low-income working families with children. The 
EITC expansion~ enacted by Congress last year will increase th~ basic credit from J4to 23 percent 

,',over a, four year period and provide an additional 2 percent'tofamilies with two or more children, 
, ano,ther,5 percent for families that have a child under age I, and still another 6 percent for families 

that use the money to purchase health insurance (the maximum wage base in 199,1 is S7~140):' By 
1994, some families will receive income supplements of nearly $2,900 or more than one:...third of' 
their wages. "" 

rhis)~i~1 of income s'upplement through the EITC should provide substantial incentive fot 

welfare fal1ljlie,~ to take jobs'iin the ,private sector. A mother with two children,' one of whom is 


,under age I~ who leaves welfare for a S5.00 an hour job will receive ,a wage;supplement of about 

S2,400 per year. In addition, because of provisions in the 1988 welfare reform' bill,she will~ be able 

to keep both her Medicaid health insurance and her child care,subsidy:for':up:,to one'year after' 

leaving welfare. Then after one year, she will be eligible for, both" the, new cl)i1d care subsidy for 

at-risk families and the new block'grant childz,care .. subsidy·enacted.:by:-:Congress last year. In 

addition, she will be eligible for aboutS400 through theEITC to purchase health insutanc~.. 


As with the Family Support Act, the new EITC legislation should remind us that 
Congressional responsibility for good policy does not end with the mere passage of a bill. We, know 


"from years of experience that thousands of eligible families do n'ot know about the EITC. Furt,per. 

, we know that although workers'are eligible to receive the EITC in their paychecks, where· it will do 


moz:e good than a lump-sum payment at the end of the year, less than 1 percent actually get their , 
money this way. In short, implementation was a problem even before Congress expanded the ~ITC 

, ' last year. Now the' Committees of jurisdiction as well as Administration officials should take the . ," 

,steps necessary to,insu're effective implementation of this splendid legislation. ' 

With the welfare reform bill of 1988, the EITC expansions of "1990, and th~ numeroUs, 

. expansions of Medicaid since' 1984, Congress has created ,a system in which single mothers can accept . ' , 


a modeststartingjob and enjoy income ofaround S12,500 per year with full health inSurance and 

, ' 
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child care for at least one year. Further, in most parts of the nation she would still be eligible for 
housing assistance. and her children would be eligible for free. school lunches and a number of other 
federal and state benefits. From the perspective of a mother on welfare, the life beyond dependency 
could begin to look fairly decent. 

Nor have we included in this enumeration of income and benefits any money from child 
support As se:veraJ studies have now shown, it would be a serious error to assume that the fathers 
of women on welfare have no money. On the contrary, according to Irwin Garfinkel of Columbia 

. University. they tend to have earnings that average about S16,000 per year. If even S2,000 of the
'1· c. 

father'S earnings were paid in child support, the mother and children would have around SI4,SOO per0',' rt- ... 
'~ . ~~ year in cash. The point between the private economy and the nonwelfare government programs, we 

have created an economic environment in which poor ~others have a decent shot at achieving· 
. economic independence. Congress must now insure that we learn everything' possible about .the 
. effects of these new EITC and child care provisions on poor and low-income families, and that the 
new laws on child support enforcement are implemented vigorously • 

. ' ·d~ot all poor families witl capitalize on the opportunity provided by these programs .. People 
who h~y'e finished school, avoided irresponsible parenthood, gotten anI:! stayed married. and tried 
conscientiously to work do not wind up on welfare for five or ten years. Long-term and potentially 
long-term welfare mothers are not simply a cross-section of the American population or even of the 

. poor.' They are. in large part. people who maynot be highly motiVated to take actions that would 
Jead to selfsupport. .Given that around 2.6 million of the 4 million mothers on welfare at any given' "

; 

moment will eventually collect benefits for 8 years or more, the system needs a fundamental 
· ,,' redesign. , " :: 

.,.' 

',' ',. Thus, our next rec~mmendation for Congressional action is to place statutory limits on the~' 
· ... length of time a welfare family can receive full benefits. Able-bOdied parents should be told when~ 

_,: "they first enter the welfare system that they will receive full benefits for only a fixed period of time;f'. . 
. the time limitations now being discussed vary between 2 and 7 years. After ,the fixed period hasl 

expired, the parents'cash benefits will begin to decline unless they show substantial progress towar& 
.~ .' . 

, . ~,f.-'· ,.'independence by c.ompleting high school" taking a part-time job. or entering a trade school. If the~ 
'cash benefits begin' to decline, the family would remain eligible for Food Stamps, Medicaid, and': 

· similar benefits. : Welfare scholars such as David Ellwood of Harvard and foundations such as the';' 
'Ford Foundation have recently proposed similar plans, although they believe government sponsored:!
, jobs must be guaranteed. . ' ,:;; 

>.~~:. ~ \ 

. ,This simple reform would convert welfare from a cash assistance program to a job 
preparation program a..!qlost overnight. Taken in combination with the 1988 Family Support Act and' ' 

.j', 

the. expa,nded EITC, the reformed welfare program would be much more likely to serve as a 
· transiti<?J!81 program that helps poor and unskilled parents achieve economic independence. Welfare 
w~uld D.9.longer serve as a warehouse for parents who cannot earn enough to support their families; 

}\,' ,rather, i~".\1I{q:uld serve as a backup to temporarily assist parents who, for one reason or'another, fail 
. to be lif~edtoward economic success by the normal route of high school completion, post-secondary 
, training or education, and early job experience. . .' . ..' 

This step toward self - ~eliance by welfare families should be accompanied by ,additional steps 
toward increased parental responsibility for their children's health. Recent years have seen 
distu,bing indications that preschool .children do not receive aU their immunizations. A 1985 report 

''I.. 

from the American Public Welfare Association showed that around 2S percent of preschool children 
had not been vaccinated for measles, rubella. mumps, polio. Of diphtheria. The APWA report also -,, . 
reviewed survey datasbowing that poor children in central cities were up to 20 percent less likely . 
to have appropriate :vaccinations than other children. 

. . 1)e posSible consequences ~f missed immunizations are illustrated in dramatic fashion by 
· . recent information from the Centers for Disease Control, which shows that 60 children died from 

measles last year, the highest level in two decades. The National Vaccine Advisory Committee 
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appointed by the· Department of;· Health and Human. Services found that up to ·90 percent of 
unvaccinated preschool children(~.Yere in federal social programs, including AFDC.ln Milwaukee, 
for example, 86 percent of unvaccinated children were in the AFDC program. . 

. Holding AFDC parents accountable for the well-being· of their children seems reasonable. 
In the President's 1992 budget, the Centers for Disease Control s\iggests that welfare· benefits be 
contingent on timely. immunizations. Given that the basic. objectiye of AFDC is to provide support 
for children, making sure that parents accept responsibility for immunizations seems to be a step 
toward fulfilling this goal. The immuniZations are paid for by numerous federal programs, 
particularly the Public Health Service's Immunization Grants and the Maternal and Child Health 
Block Grant. although parents may have to make appointments and wait for long periods in public 
facilities when they take their children to be immunized. Though we do not wish to ignore this 
inconvenience, it does seem a small price for parents to pay to assure their children's health. 

The mechanism for monitoring fulfillm~nt of the vaccination requirement could be a simple 
card, stamped in some way by the agency administering the immunizations, and sent by mail to the 

· welfare agency. Penalties for failing to keep the'immunizations-up to date could include a reduction 
in the adult portion of the AFDC grant until such :timeas eviCJence'oftimely immunizations was 
submitted. :",' .. 

In keeping with the social covenant outlined above, these attempts to increase parental 
· responsibility should be accompanied by a stronger federal- commitment to increasing the economic 

". securitY.,ofJemale-headed families that try to leave or avoid welfare .. In recent years, scholars such 

as Irwin Garfinkel of Columbia· and David Ellwood of Harvard, as well as the recently released 

Rockefeller'Commission Report, have advocated for a major new program called child support 

assurance. The basic benefit of a child support· assurance system is a minimum child support 

payment of perhaps S2,OOO to aU custodial parents, with perhaps an additional S500 per child for 

every child after the first. The benefit is funded either by child support paid by the noncustodial 

parent or, if that fails, by the.government. . 


'. ' The nation currently has a federal-state child support enforcement program in which about 
13 million families participate,' . The major purposes of· the program are to locate noncustodial 

· parents, establish paternity if necessary, establish child support awards, and collect and distribute 
payments. Currently, about S6 billion is collected by the program'. An important goal of the new 
child support assurance policy would be to improve the effectiveness of the current child support . 
system in order to reduce the costs of the assured benefit. 

, . From our perspective, child support assurance has several attractive features. First, it is not 

welfare. The ·benefit would be universal; all single-parent families would be eligible for the assured 


. benefit of around S2,OOO. For most families, thenoncustodial'-parern:'would pay . more than the 

.' . assured benefit; the government would then recapture itsexpe'nditure· and the ·rest would be 

f orwardedto the custodial parent .. For families in which the -noncustodial parent did not pay at least 
the amount of ' the assured benefit, the government would-pay the amount guaranteed to the custodial 
parent and then attempt to recoup its outlays by vigorous child support enforcement. One way to 
think of the assured benefit"then, is government's commitment to guarantee at least a given level 
of cash support to all custodial parents., 

; The assured benefit can also be seen as a program that encourages independence.' In 
combination with moderate' wages and the EITC, it increases the odds that single mothers can 
provide adequate financial support for their families without relying on welfare. The assured benefit 

, iS,a blanket of insulation between a single mother and dependency on we'Ifare. Equally important, 
'. unlike welfare payments, the assured benefit iDay have the attractive feature of minimizing ~ork 

disincentive. Most welfare benefits are inversely proportional to earnings-- as adults on welfare 
earn more money, their benefits decline. The amount·by which benefits are 'reduced can be thought 
of as a. kind, of tax on earnings. . Like any other tax, benefit reduction has, the unintended 
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consequence of reducing work effort by reducing the level of reward for work. The assured benefit, 
.however, is kept at the same level regardlC'SS of whether and how much custodial parents earn. 

On the other hand, the assured benefit has a number of potential flaws. The most important 
is that it is a new entitlement program. Huge entitlement programs like Social Security, Medicare, 
and Medicaid provide benefits that are nearly impossible to control because any.citizen who meets 
the Qualifications for the program must be given the benefit. Money that does not need to be 

. approved by Congress year after year is much easier to spend. An argument made frequently on 
Capitol Hill is that federal spending cannot be controlled until entitlements are curbed. Creating a 
new entitlement program flies in the face of this concern. 

. . Another powerful argument against child support assurance is that it may provide an 
incentive for family breakup and illegitimate child bearing. This perverse incentive lies in the fact 
that only single parents receive the benefiL Opponents of the assurance program argue that such a 
benefit rewards both divorce and out-of-'iIo-edlock birth. On the other hand,to the extent that child 
support assurance increases the certainty of the noncustodial parent paying child support. fathers 
would likely have additional incentive to get and stay married. These two effects may be offsetting 
to some·~egree. Given the dramatic problems associated with the increasing number of single-parent 
families~':we would need good evidence that child support assurance does not increase rates of single 
parenting before we could support a universal assured benefit program. 

. .... •We have already pointed to the possibility that. because it does not decline with income, the'll· 
· assured benefit could minimize the work-reduction effects associated with welfare. On the other· 

.... 	 hand. in what economists call an income effect, the assured benefit could reduce work effort because ". 
the additional income may reduce the need to work. Reduced work by single mothers might.>have 
some positive effects, but greater economic se~urity is not one of them . 

. " In addition to child support assurance, another family benefit now commanding attention 
· in Congress is tax breaks for. families with children. Two major types of tax breaks are being 

. ..,. '" 
· considered: increases in the personal exemption and a new tax credit for families with children. The .\ ." 

, case for'increasing the personal exemption is straightforward. Since 1948, relative to inflation, the' 
value of the personal exemption has declined dramatically. If the 1948 exemption of 5600 had kept ; 
pace with inflation, its value, today would be nearly 53,500. Some analysts argue that even 53,500 . ~ 
is too low; if the exemption had kept up with per capita income growth as well as inflation, its value . 

. . today' would be around 58,000. Whatever its value, any decline in the personal exemption hits .~', 
families with children hardest because they are bigger and therefore get more exemptions"than .',.. 
families without children. For the same rea...~n, any increase in the exemption's value would provide 

, greater benefits to families with children.than families or households without children. :' 

.' 	 " Many analysts are critical of proposals to increase the personal exemption because a bigger 
.,~. exemption would help wealthy families more than low-income families and, in many cases, would 

providemo.help at all to poor families. Here's why. A married couple with two children and an 
income :of 520,000 pays an effective federal income tax rate of IS percent; a similar couple with 
earnings of 580,000 pays at a rate of 31 percent. The tax rate, of course, is applied to income after 
deductions have been removed. One of these deductions is the personal exemption. In effect, then, 
the exemption to a family in the IS percent bracket is worth only, IS percent of the exemption's 
value whereas the same exemption is worth 31 percent of its value to a family in the 31 percent 
bracket. If the exemption were set at 53.500, its value to the poorer family would be .15 x 53,500 
or 5525; its value to a family with higher income would be .31 x 53,500 or 51,085. Moreover. a 
working family with two children and an income of 514,000 or less would receive no money from 
the exemption because such families do not earn enough under the current system to pay taxes (they 
receive 4 personal exemptions worth a total of 58.600 and a standard deduction of 55,700; their total 

. deduction of 514,300 is more than their total earnings so they have no taxable income). Clearly. 
, expanding the personal-exemption would reduce the tax code's progressivity. Not everybody thinks 

this is a great idea. ' .. 
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. Enter the child tax credit. Unlike an exemption, which is applied to income, a tax credit is 
taken directly off taxes. Thus, any family that pays taxes is helped. by a credit and the face value 
of the credit is its actual value t~"every family regardless of income. Further, for those who want 
to use the credit to help poor families, even families that owe no taxes can get assistance if the credit 
is made refundable (under this procedure, families are sent a check equal to the value of the credit 
even if they have no tax liability to re~uce). Anyone wanting to use tax breaks primarily to help 
poor and low-income families will criticize the exemption and praise the credit, especially in its 
refundable version. . 

The refundable tax credit suffers from a feature that is troubling to anyone concerned about 
the incentive effects of government programs. The recent report of the National Commission on 
Children, for example, recommended that families receive a refundable credit worth SI.Ooo per 
child. Under this proposal. a 17-year-oldnever-married mother with two children who had never 
worked would receive S2,ooo per year until her children reached age 18. Many observers. including 
some members of Congress, are concerned about the incentive effects of providing a guaranteed 
income of this type. It should be noted that this feature of the credit can be minimized either by 
making the credit dependent on earnings or by reducing :itssize·;for.families without earnings. ' 

. -; 

. Given the interest in tax breaks, the Wednesday Group intends .to devote~further attention 
'to these various alternatives. However, all of the: plans are extremely expensive to taxpayers -- the 
cost of one personal exemption proposal now before Congress is about SIS billion per year; the cost 
-of-a SI,ooo per child tax credit is around S20 billion per year. In the current fiscal climate, price 
.,tags of this~magnitude are likely to delay action on these plans for several years. By this time, we 
hope to be~welJ along in developing and implementing some of the Jess expensive.' but no less 
important. !Dti:poverty propsals outlined in this section.. . . ...' . 

. .' This package of changes in federal welfare law is consistent with the social ~ovenant set forth·· 
above. In part, it depends on and even requires that welfare recipients -- both mothers and fathers 
-- accept 'new responsibility for their personal development and behavior. But in return. the 

. proposals offer concrete federal support to increase the short-term financial status ofeconomically 
vulnerable families. Adopting these balanced reforms may improve the condition of children, and 
parents on welfare, shorten the length of stays on welfare and. thereby move people toward. self 
sufficiency.. and m~et the obligat~on of policymakers to, the American taxpayer. ",':' 

., '.However, .in light of the 'uncertainties associated with both child. support assurance and 
time-limited AfOC, we recommend that severaJ million dollars be. authorized. by the Ways and 
Means Coin!Ditt~e to finance large-scale demonstrations of these two new programs. ,The history of 
welfare reform is replete with good idea,s that turned sour upon implementation. " As the Income 
Maintenance Experiments of the 1970s showed so clearly. we can learn a great deal about the impact 
of our reform ideas if we first undertake demonstrations.! In,.the'case"at: hand;:~we need to plan 
demonstrations that examine the impact of child support assurance :on family· composition. 'work 
effort. welfare expenditures. and child support payment levels:by,noncustodial parents. Similarly, 
we need to plan demonstrations on time-limited AFDC that provide reliable information on family 
income, work effort. welfare exits, and welfare expenditures. If the demonstrations,on child support 
assurance and time-limited AFDC show the impacts to be positive, ,we can move ahead with full 
implementation of what works. This strategy requires patience, but it protects taxpayers against 

. expensive mistakes brought about by policymakers acting. on the basis of inad~quate information. 

Young Males: Tough Challenges 

In direct contrast with our optimism about policy initiatives for females and children. we are 
less sanguine about our ability to design effective policies for young, especially minority. males. 
Males have generally not responded well to work and training programs, and many have simply 
dropped out of the workforce. Further, their high rates of crime, violence,. alld drug use do not 
make them ideal subjects for policy initiatives. 
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Although even a clear diagnosis of the problem is bound to be controversial, we think the 
review above shows that low wages for young. especially minority, males is a significant factor. 
Though we are not aware of persuasive evidence on the point. the returns to petty crime and the rise 
of a lucrative drug trade may have convinced many young males that they could do better dealing 
'and stealing than working forSS.oo per hour. As entry level wages decline. especially for unskilled 
, workers. and as highly paid manufacturing jobs depart from the cities. the incentive to earn income 
from illegal activities may increase. Combine these factors with the almost complete breakdown of 
family authority in the inner city, and the recent lethal developments in urban life seem almost 
predictable. ' 

A two-part strategy seems in order. The first part is to continue passing strong federal 
legislation designed to help state and local officials deal effectively with crime and its aftermath. 
The Congress has taken a number of steps along these lines in recent years, and further steps seem 
certain. Little can be expected until authority has been reestablished and the good guys once again 
control the streets. , ' , ' 

, ';;:But we need also to think of ways to increase the returns to individual effort. Federal funds 
should be made available to support four approaches on a demonstration basis and to carefully 
evaluate the results. The first is already funded and "'iIl soon be underway. As part of the Family 

,Support~'Act in 1988. Congress authorized five demonstration programs on new ways to help fathers 
of children on welfare prepare for and find employment. More than nine out of ten of the single; 
parent-families on welfare are headed by mothers. For over a decade now, federal policy has 
emphasized the responsibility of these mothers for becoming independent through work.' But what" 
about the fathers? Although they are legally responsible for doing so, only about 10 'Percent of
fathers of children on welfare make formal child support payments. Congress felt thai ,tlie"policy~" 

, of emphasizing the responsibility of mothers for achieving independence from welfare without at', 
.'. least some focus on the responsibility of fathers was one-sided. The five demonstration projects are' 

, 'an attempt to discover whether systematic approaches to involving welfare fathers can be successful: 

The Manpower Demonstration Research COrpOration is helping plan' and evaluate these'" 
projects. Given the potentially critical role of fathers in contributing to the independence of;' 
mothers and children from welfare, ,the su.:cess of these projects deserves careful oversight by the~ 
Ways and Means and Finance Committees. If methods can be found to persuade fathers earning·: 
money to pay child support, an important step in the direction of welfare independence will have;~ 
been achieved. If methods can be found to help unemployed welfare fathers prepare for jobs, find t 
jobs, and then pay child support, an even more fundamental step will have been taken.:' ,::,' , ...~ 

, . ~: ' 

Second, the Federal government should investigate the long-term effects of providing" 
substantial rewards for inner-city and low-income youth who graduate from high SChool. Isabel 
Sawhiltof the Urban Institute and others have proposed that the nation create a training account of, 
say, SlO.,Ooo ,that every low-income youth could use as a kind of voucher for post-bigh school 
education~' training, or relocation to accept employment. Modeled along the lines of similar programs 
supported by private funds in the past decade, there 'is some reason to believe thilt low-income youth 
will respond to the availability of fundS for self investment. One problem with these training 
accounts is that a majority of low-income, inner-city youth manage to complete their education and' 
join the productive economy. Since these youths too would receive the benefit, much of the money 
would be used to get adolescents to do things they would do anyway. Hence, unless better targetted, 
the training account would have to produce very dramatic effects to be cost-effective. Because of 
this and similar uncertainties with the training account, the federal government should fund several 
demonstration programs and carefully study their effects before proceeding with this policy. 

Third, following the successful model of the Job Corps, we should evaluate the effectiveness 
of providing education and job training to low-income youth of junior-high and senior':"high school 
age in small, residential centers located around the nation's major cities~ Though residential centers 
are 'expensive, if well run they can eliminate the competing attractions of street life that now 

,interfere with education in the, inner-city and provide youth with the discipline and knowledge 
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required to enter the mainstream economy. Within a decade, 20 or so demonstrations of this type 
would alJow policymakers to evaluate the effects on youth. development of radical changes in the' 
educational and living environment. " ' 

. 	 . I 

. -',: 'l~ ~ .:' '. " " .<' ".:' ,.: " \. .,.' j • " ..':"" 

Finally, programs that foster entrepreneurial activity among young men and women in the 
inner-city should be expanded. Support, should also be given to initiatives to encourage micro
enterprises for those currently on welfare. as in bills by Wed,n~day Group· members Rep. Fred 
Grandy and Rep. Andy Ireland. There are currently several dozen programs of' this type in the 
nation's major ~ities, most of them surviving a rather precarious financial existence. Two examples 
wiU illustrate the types of programs we have in mind. . . . .' . 

,The Education, Training, a'ndEnterprise Center (EdTech)'in Camden, 'New Jersey operates 
two take-out sandwich shops and a plant store. Initiated with, money from the Summer Youth 
Employment Program . (pari of the Job' Training' Partnership Act),. the bu.siness trains youth the 
old-fashioned way, by involving them directly in running a business. In one form or another~ and 
drawing on a variety of federal and local resources. tht;! program has now been' in existence for over 
a decade. A measure of its success is that it rrecently"won .. a,:contracttomanagea cafeteria at .the 
county hospital. 	 ' . 

Another example of these entrepreneurial programs is Xouth Futures in Minne_polis. 
Minnesota. In operation since 1982•. the program works with kids between~he ages of 14 and 20. 
a . majority of whom have juvenile court records. Like EdTech. Youth Futures specializes in fast 
foods. ,selling' hot dogs and health foods from carts. The program also runs a courier service. In 

, general. the. approach 	of Youth Futures has been to combine direct. business experience with 
education iii basic economics~ business math~ recognizing employment opportunities. 'and so forth. 

. . 	 .'.'. ' 

" Policy. proposals on entrepr4meurilil programs suffer "froni two shortcomings. Almost none 
of these programs has been carefully evaluated and almost nothing is known about their long~term 
effects on youth development. Although the literature on programs like EdTech and Youth Futures 
makes the concept of youth enterprise look promising., the· history of social intervention programs 
is littered with examples of programs that generated laudatory early evaluations but were later shown 
by careful study to produce only moderate, if any, effects." 

" 	 . 

A second problem with these programs is that they are diverse and difficult to,describe. The 
most fundamental argument for local control is that social. economic, and political conditions vary 
so greatly in a 'large country,such as ours. To design programs to fit local circumstances. many 
observers have been calling for more autonomy at the state and local level an.d for giving a larger 
share of existing program money to indigenous. often non-professional. groups that have the 
potential to work at the street level. A thousand points of light offers ,only a guide, to policy. When 

, the points of light all have different wattage and different sourcesof·power. it is difficult ,to select 
. the ont;!s that are lighting the way from those ,that generate little. more than heat.. In this regard. it 
seems worth speculating that programs trying. to· help inner~city youth become . entrepreneurs are 
bound. like any entrepreneurial activity. to count'afair proportion of" failures among the successes .. 

Nonetheless. the idea of more flexibility in funding and more federal support' for 
neighborhood groups is so attractive that we want to examine .more of these programs in detail. As 
patt of this study. we want to explore the use of enterprise zones as a possible way to help stimulate 
these private ventures. If detailed study of these entrepreneurial activities reveals them to be' even 
half as successful as· the anecdotal information now available. we want to .think of good. ways to 

, select promising projects. pro:vide them with greater federal support. and 'assur:~ that the federal 
support is flexible enough to be useful. 

Our proposals for assisting poor families are varied and complex. Even so. we think' it wise 
to pursue as many of these strategies as possible. at least with large-scale demonstrations. A group 
of our members will help plan these demonstration proposals in. detail and write the necessary 
legislation. . 	 . 
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Families'at Risk Cor Abuseo[ Negiect State Flexibility in Foster Care Funding 

Most Americans are hardly aware of the existence of an elaborate system of public agencies 
, that try to help children whose families fail to protect them. Last year. this system of public 

. agencies was responsible for the care of about 400.000 children who had been abandoned or removed 
. from their families because authorities judged the children to be at risk for serious abuse or neglect. 

" . 

The commitment of federal. state. and local officials to helping these families is substantial. 
At least $2 billion in federal funds and $3 billion in state funds are spent each year on child welfare 
services. Even more impressive. federal spending on children in (oster care is one of the fastest 
growing types of federal social spending. Though recent data on state expenditures are not available, 
a 1990 report from the American Public Welfare Association seems to document a rapid rise in state 
expenditures as well. 

Despite all this new money. the federal approach to child welfare has a major flaw. There 
are two~types of federal programs designed to help these children and families. The first type is 
grant· programs. especially those under Titles IV and XX of the Social Security' Act. These grant 
programs provide states with a fixed amount of money each year to fund services for children and 
families;"" The second type is entitlement programs. also in the Social Security Act. which are 
designed to help pay the expenses o( poor children once they are placed in foster care or adoption:, 
If,states remove a poor child from her family and, place her in foster care (or adoption), the federai~" 
government will pay an average of 55 percent of the cost of medical insurance and maintenance fees" 
(the'level of which is established by state government and averages around $370 per month)~ These" 
federal payments are open-ended ana guaranteed. By contrast. federal funds to help families solve' 
their problems through the grant programs that provide counseling, drug treatment. and employment" 
services are both fragmented and capped so that they have been tightly controlled through the 
appropriations process. 

As a result of these differences in type of funding. federal appropriations for helping~ 
families avoid or treat potentially lethal problems have grown slo ...... ly or declined since the early:" 
19S0s. Meanwhile. funding for the open-ended foster care and adoption entitlement prosram has" 
exploded from around $400 million to more than $1.9 billion in coos'tant 1990 dollars and is expected~' 
to grow to $4.5 billion by 1996. ' " 

ii. 

The House Ways and Means Committee. the Senate Finance Committee, and the House Select l 

Committee on Children. Youth, and Families held hearings on these matters during the 10ist 
Congress. Both the House and Senate considered legislation. and the House actually passed a bill 
calling. for additional spending of around $5 billion over 5 years. Owing to funding problems:' 
however:;~Congress did not take further action. This year, Senator Bentsen. with support from 
Senators~;Mitchell and Moynihan, has introduced foster care legislation in the 102nd Congress. Mr. 
Downey. Acting Chairman of the appropriate subcommittee on the House side. and Mrs. Johnson, 
a Republican Member of the same subcommittee. have introduced similar legislation. and a Ways and 
Means subcommittee has approved an amended version of Mr. Dov.'Uey·s bill. 

We propose that final legislation include a demonstration program in up to ten states that 
could be implemented for around $50 million per year. States would volunteer to participate; once 
they had volunteered. a contract would be signed for a five-year program. 

. 'The fundamental idea of the demonstration is to convert the three current programs dealing 
with foster care and adoption into a single entitlement grant with much greater state flexibility. 
Take Florida as an example. 'In 1990. Florida received around S10 million from the Child Welfare 
Services program. about $16 million from the Title IV-E foster care program. and about SS million 
from the Title IV -E adoption program. Taken together. Florida had $31 million to conduct aU three 
programs. ' 
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. Although Florida officials have great flexibility in how the S I 0 'million in service dollars can 
be spent. they have little flexibUity in spending the foster care and adoption money. The advantage 
of the demonstration approacJiiS that Florida would get approximately the same amount of money 
as they would get under current law (actually. they would get a· little more as a bonus for' 
participating in the demonstration). but they could spend the money with much greater flexibility. 

, The expectation is that this flexibility would be used to spend relatively less money for foster care 
and relatively ~ore money helping families avoid or Quickly solve lethal problems that might cause 
removal of children, to help families quickly reunify if they do need to be separated to protect 
children, and. when necessary. to expeditiously terminate parental rights· and place .children for 
adoption. This demonstration program would accomplish several goals. First. it would allow a 
number of states to experiment with innovative approaches to helping families with serious problems. . 
If the job training experiments conducted by states in the 19805 are a precedent. we can expect to 
learn a great de~1 simply by encouraging'state initiative. Equally important, the field of child 
welfare would begin to,aec;umulate quality data on the effectiveness of specific practices used 'by . 
social service agencies to help problem families. . 

For example, 'a major focus of the demonstration" programs would be preventing' family 
breakup. In recent years, most states have implemented 'new programs 'designed tQ provide intensive 
services to families .that suffer from major problems such ·as·abuse·,or-neglect .. drug use, economic 
destitution, or mental health problems. The major objective of these programs is to identiC)' 
problems such as these that may lead to removal of the child and then to provide immediate and 
intensive services to address the problems. Although many researchers and welfare administrators 
claim major. positive results from these programs, these claims are nofyet supported by appropriate 
.evaluation, studies. The demonstration program we propose can provide the needed evaluations. 
There is an equally pressing .need for information on how to quickly reunite families once a child 
has bee,n removed and how to terminate parental rights. in a timely fashion. , .. '.. 

. ' ~ . 

Housing; Variable Rate Allowances 

:: . One of the most fundamental ways to help families is to design policies that promote decent 
and stable housing. Despite the conventional wisdom about· the deplorable state of American 
housing, Americans. have never been better housed and the federal government has never helped 
more families. Federal expenditures on housing are at an all-time high -- sinceJ980 outlays· have 
more than doubled in constant dollars to $17.3 billion; more people are receiving assistance than at . 
any time in the past -- the number of assisted, households has increased about 40 percent to 5.5 
~illion s~Jlced980; and the average benefit is higher than ever. . 

. Although advocates and the media put the Dumber of homeless at 2 or 3 million, no 
competent study produces a number larger than 400.000. We deplore homelessness, particularly 
among families, but find it counterproductive to exaggerate serious social problems -- if for no other 

. reason than an accurate,estimate shows that good policy might actually,produceigood effects .... 
t ' 

. , .Homele~sness has many causes, but lack of"decenthousingi isnot:always, the most important. 
While it is true that some of the nation's cities suffer from shortages of low-income housing, the 

. nation's housing stock nonetheless includes nearly 3 million vacant apartments. As shown by recent 
surveys conducted by the Department of Housing and Urban Development, the average quality of 

, the residences in which Americans live has reached an all-time high while the index of crowding has 
reached an aU-time low .. 

, , 

Despite these successes, all but obscured by media stories that herald the nation's housing 
woes, there is unease among the scholars, officials, and pundits who are knowledgeable about federal 

. housing policy. Assume that good housing policy would reflect three criteria: efficiency. equity, 
, , and market compatibility. Even a cursory review reveals that federal housing policy has plenty of 

room for improvement on each of these three criteria. '" '. ,,'., , '". . ' ..: ".;' ,.,., '.' . 
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, Accordina to a recent housing newsletter. by,I988 Newark. New Jersey had destroyed about 
a third of its public housing units. most by implosion. At the same time, the waiting list for 
housing stood at about 11.000. Spending millions of dollars on buildings that last less ,than 20 years 

, is inefficient by anybody's definition. ' " 

Violations of equity are quieter than blowing up buildings. But they are equally serious. 
" ,None of the federal housing programs are entitlements. When ~he appropriated, funds are spent, 

families and individuals still in the queue are simply out of luck. Today about 12 million households 
meet the income criteria for receiving housing benefits; less than one in two get any help. 

At bottom. violations of efficiency and equity are accounted for by violations of the third 
criteria, market compatibility. To put the matter starkly. federal housing policy is often anti-market. 
,The Department of Housing and Urban Development and the local Public Housi"g Authority (PHA) 
decide where to build public housing, how much to spend per unit. how to maintain it. who lives in 
it, and so forth. Even when the federal government contracts with private builders, all sorts of rules 
and regulations combine to deprive the units of the benefits that now from unfettered competition 
for housing dollars. " , ' 

," 
..... . :Moreover, even the voucher programs are not always consistent with free market principles . 

Vouchers'allo\1l,' families to select their own housing. but only if the housing meets federal standards. 
, Most Americans are capable of selecting their own housing. However, Americans who receive public 
,subsidies are often considered to be incapable of selecting safe and affordable housing on their own: 
Hence the need for hoUsing regulations. There may be political reasons for regulation of housing that 
can be supported with'federal dollars, but these should be balanced against the impact of regulations' 

, on efficiency and equity. The Department of Housing and Urban Development's recent report. N21 
, in My Backyard. recommends a new balance in the economic costs and benefits of federal housing' 

" , '\ regulations. Meanwhile, we conclude that eyen when federal policy attempts to mimic market forces; 
the result often proves that half-way measures produce half-favorable results. 

Housing vouchers have expanded fro~ zero to nearly half a million since the beginning of
the Reagan Administration. Vouchers make the recipients of public help similar to other consumers:' 
it gives them purchasing power to enter the market and satisfy their needs and tastes. Because needs 
and tastes differ so dramatically. markets tend to produce goods that vary greatly in quality. utility; 
appearance. and cost. So it is with housing. Some Americans buy the most expensive house they can';' 

, afford; they may spend 30.40. or even SO percent of their income on housing. Others spend much" 
less. preferring to spend more on food, a better car. better education for their children-, or any or· 
a host of other consumer goods or investments. ' '" 

" ~spite this diversity of needs and desires, the federal government gives vouchers that can 
only be ·used for housing that satisfies a 20-page list of federal standards. As a result. around 40 
percento(..people who receive vouchers are unable to use them because they cannot find housing that 
meets federal,standards; in New York City, around two-thirds of voucher recipients cannot, find 

, housing"that meets standards. No doubt, 10\11,' vacancy rates and rent control exacerbate the situation 
: in New.York and many other cities, but the strict federal standards further limit the usefulness of 

vouchers. And this despite the 'fact that there is virtually no evidence that low-income people know 
less about selecting housing than the federal government and that the overall quality of America's 
housing stock is now at an, all-time high. 

, As Irving Welfeld of the Department of Labor has argued in his widely acclaimed book. 
, Where 'We Live. it is 'possible to combine the best features of vouchers with those of consumer 

'". , preference satisfaction if we change voucher policy in two respects. First, drop all federal 
regulations. Give eligible citizens a voucher and let them find the best housing they can -- juSt as 
other Americans do,- If dropping regulations turns out to be impossible, then at least minimize the 

" number of regulations that families using vouchers must face. ' 
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Second. to maximize the quality of housing selected by voucher recipients. voucher policy 
should provide financial incentives for better h,ousing. Eligible families selecting housing for which 
the rent is less than 20 percent of their income would·'receive no subsidy., Between 20 and 25 percent 
of income. families would recejve a higher percentage subsidy for each additional percentage point 
of their income they, are will,ing to spend for housing. Above 25 petcent. each marginal percent of' ' 
income receives a smaller marginal percentage subsidy. ' '" " 

Consider an example. A 'family with a minimum wage income of around S9.ooo per year 
would be able to spend SI50 per month if it wanted to spend only 20 percent of its income on 
housing. Under the revised voucher program. families would receive a subsidy of SI8 per month for 
each percentage point increase between 20 and 25 percent of family income, SI5 for each point 
between 26 and 30. SI2 between 31 and 35, and zero above 35. Thus. under the new system. this 
same family would receive an SI8 subsidy if it spends 20 percent of its income for housing.,SI08 for 
25 percent. ,S183 for 30 percent. andS243 for 35 percent or more. Instead ofSI50 in purchasing 
powert the family could now enter the market with up to S393 if it is willing to spend 35 percent, 
of its income on housing. Not badfor a family with a monthly income of $750. 

. . . ,~ , 

The advantages of this program are legion. First, it would be relatively easy to implement 
and administer. The family would present itself. to the local Public Housing Authority and would' 
document family size and income. The family then receives' a 'l-pagetable.'designed specifically for 
their income and size. that teUs them how much -refund" their voucher will allow them to receive 

·•... ,..for, rents ,of various amounts. ,They look for an apartment. make their own arrangements on closing 
a deal •.send their rent ,contract to the housing authority to document the size of their expenditures.· 
,and th~ir, "refund" ~hecks begin immediately. . ' " .':: ,," " , ' ' 

~" . I' .~ ,." '. " 

, Second. ' the' federal government will save' some money. enabling the same .level of 
approp~iation to assist more .families. Large-scale housing expe,riments ,have shown that some people 
elect to live in below-average housing (half of America lives in such housing) and are willing to pay 
less to receive less. For these recipients of public subsidies. who are now forced to get "better" and 
more expensive housing in order to receive federal housing benefits, taxpayers save money. Or even 
better. more money is left over for another deserving family. ' 

Third, the efficie~cies of the market remain intact. Competition. even for low.;. income 
housing. encourages landlords to maintain presently deteriorating property. "Good enough". housing, 

,will not be forced off the markef'by 20-page government inspection standards., Moreover. subsidy 
recipients are not tied" to a particular location; they can move whenever and wherever their taste, 
dictateS and pocketbook allows. Both landlords and consumers must be alert to, new possibilities~ 

, ,F'inally. the variable rate vouchers permit landlords to maintain. or even bring back to 
acceptable quality. the bottom end of America's hO,using stock. ':F.ar.ti~ularly in.:cities such as' New 
York, which have low apartment vacancy rates. ,this outcome cOUld, prove to, be especially beneficial 
as the vouchers stimulate supply of low-incomeiunits., We now·ha:ve·morehousillg per capita than 

, ever before;, in most cities the problem is not building new housing<but assuring the efficient ,use of 
that which already exists. Increasing the purchasing power and freedom. of buyers is the best -
perhaps the only -- way known to allocate the nation's resources so that taxpayers, buyers. and 
landlords simultaneously maximize their own interests.' ,', ' , ' " 

Particularly in view of the housing voucher experiments of the 1970s and rece~t increases 
, in the number of federal housing vouchers. the federal government now has enough experience with 
vouchers, and enough good research has been done on the condition of America's housing stock, that 
the nation is fully prepared for radical departures from its current housing policy. The HOPE and 
HOME projects that Secretary Kemp is now implementing are good examples of ,such departures. 
We believe the housing'voucher demonstration' we prowse would be a useful complement to HOPE 
and HOME. ',' 

" 
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H(aJtb: Ano~llnc:es (or BUYing Jnsunncc 

If the nation's housing market. h3.S serious problems, the nation's health care system is on the 
critical list. Accordina to Census Bure:au data, in an averaae month in 1988 around 32 million 
citizens, disproportion:ately children, had no health insurance. But lack of health coverage is only 
a painful symptom of a sick .health system. Perhaps the most significant problem underlying our 
health care difficulties is the rate of medical innation. Between 19S0 and 1988, while the consumer 
price index for all items increased 400 percent, medical innation ran at 839 percent. The 
Department of Health and Human Services recently released data sho""ing that health care inflation 
ran well ahead of the Consumer Price Index again in 1990. . 

. 	 If medical expenditures were a minor item in the typical household and business budget, 
;~ 	 these .innation rates would be merely alarming. But health spendina is the third laraest type of 


household expenditure. ranking behind only food and housina; it is also a rapidly arowinaportion 

of government and business spending. In 1988, Americans spent an average of over 52100 per capita 

on medical care. Moreover, medical expenditures are rising rapidly as a percentage of all consumer 

spending~~. In 1950, about 4 percent of GNP was medical spending; by 1990 this fiaure had jumped 

to nearly 12 percent. 


. . .The factors driving medical costs are numerous and diverse -- an aging and wealthier society 
. that demands more health care, use of expensive advanced medical technologies, a malpractice 
system that leads to defensive medical practices estimated to boost· costs anywhere from 5 to 20 
percent, and disturbing public health trends, notably the AIDS epidemic. Perhaps even more 
important. unnecessary spending is encouraged by the fact that only a small percentage';o( medical 

· costs is paid for directly by those using the services. In 1986, only 25 percent of· the 5458·:billion in 
medical expenditures was paid directly by consumers. By contrast,Medicare, Medicaid, and other. J' \ ~ 

government programs paid 41 percent of the bill and insurance companies paid somewhat over 30 
percent. 

i~ .~ ." 
...... ~ It· 

It does not take an economist to understand that if people do not pay directly out of their 
'.~ ,.pocket for a valued commodity, they have every incentive to over-consume. The basic problem with· 

the health care market is that supply and demand are not regulated by price because the people 
buying are not the ones paying. Under such circumstances, consumers often have little 
understanding about prices; hence both consumption and prices have a tendency to get out of hand.,. i.~ t , 

If Congress were made up of economists, federal tax laws affecting health care)would be 
different. Presently, employer-paid premiums for group health insurance are excluded from taxable 

· income, thereby providing a tax subsidy of around $50 bi1lion annually. While this law has helped
'e'.", .. expand':private health insurance to cover about 75 percent of American citizens. it has also 

encouraged the purchase of expensive health plans that do not require the insured to pay much out 
of their'own pocket when they receive health care. Economists argue that health benefits should 
be treate<Jentirely as taxable income or, at least, should be provided only a partial tax subsidy. Yet, 
as in the lease of housing vouchers, political opposition to a change of this magnitude is .too strong. 
We think it will be several years before Congress seriously considers poJicy changes of this 
magnitude. 	 . . 

Meanwhile, there are several worthwhile policies Congress should consider to prepare the way 
for major overhaul of the nation's health care financing system. First, Rep. Nancy Johnson and Rep. 
Rod Chandler of the Wednesday Group have introduced legislation designed to expand access 
through expansion of public health centers and reform of the small group insurance market. Nearly 
two-thirds of the uninsured are in families with a full-time worker, and the Health Equity and 
Access Reform Today Act contains reforms for the small group insurance market that would lead 
to more affordable health insurance for small business. Helping small businesses and the self
employed is especially important because they employ most of the full-time workers who are 

· uninsured. 	In addition, the HEART Act begins the process of changing tax code incentives to spawn 
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. managed care and copayment structured plans (and impose a temporary moratorium on state action . 
to inhibit the development of managed care). 

Second, changes are neeHed in the state regulations that, according to the Economic Report 

of the President (1991), cause around 9 millionpeople to be uninsured. State laws contain over gOO 

mandates that require employer-sponsored health insurance to cover specified types of services, 

health care providers,or beneficiaries. While some of these mandates have merit,they nonetheless 


. add substantially to the cost of health insurance. Higher costs make it difficult for companies, 
particularly small businesses with tight profit margins, to afford health insurance for their. 
ell.lployees. State regulations also serve as barriers to cost management reforms such as utilization 
review, managed care, and cost sharing. The impact of state regulations on coSts often has the 
perverse effect of forcing small businesses not to offer health inSurance. Unfonunately, low-wage 
employees are the ones most likely to have jobs that offer no health insurance. We intend to""Clo"'" ,,' . 
everything possible to urge state legislators t,o review and trim the number of state mandates on 
·employers providing health insurance. Where mandates cannot be repealed. we will urge that state 

legislators exempt small businesses that band together to buy health insurance for their employees,· 

as the Johnson and Chandler Small Employer Health Jnsurance .Incentive Act,:pf J99J does. 


The third and primary initiative we will pursue is to convert Medi(;ud into a fina":'cing 

system that helps individuals and families purchase health insurance: The proposal, which will be 

discussed in detail in a forthcoming Wednesday Group paper,calls for a sliding scale health 

allowance. The plan involves three major components: 


Congress: would write legi~lation specifying .what health serviceS should be covered by' any 
· insurance..company, health maintenance organization (HMO),: or other entity that would 
compete for participation in the program. Congress must .resist the temptatio.n to. make the 

~ basic insurance package prohibitively expensive. . 

• 	 Eligible individuals and families would be given an allowance with a value proportional to 
family size and inversely proportional to income; special emphasis would be placed on 

· creating an allowance' program that can be integrated with the current system of 
employer-supported health insurance; . . '. .... . 

• 	 Once health financing entities werecenifiedas eligible for participation. they would be free, 
· to recruit eligible individuals and families to purchase coverage using their health allowance 
· (as well as 'individuals not:using allowances};.. . 

.. This' basic outline of the health allowance plan leaves many issues unresolved, parti~uJarly 

whether the value of plans could vary across states and how the current differences across states in 

expenditures on Medicaid would be integrated into the new system ..There is also a need to alter 

insurance and other health regulations at the state level.. In addition;,we .Want to find .ways to 

facilitate participation in the insurance plans. by small businesses. perhaps by ,retargeting state and 

federal tax deductions. 	 . '. . . . 

We are forming a work group to develop these strategies in more detail. Our. legislative 

package will include funds for third-party evaJuation of the health allowance plan in order to 

maximize the knowledge gained from state demonstrations and thereby pave the .way to national 

implementation. . . '. . ,',. 


Education: Promote Parental Choice 

. Since the publication of A Nation at Risk in 1983, the problems of American .education have 

been well known to professionals. politicians. and the American public .. For many years beginning 

in the late 1960s. standardized test scores at every grade level declined, some precipitously. In recent 

years. here has been a slight recovery of' test scores, particularly' among black students, but 

performance is still below the levels established by students in the 19605. In international 
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Comparisons among industrialized nations, American students as • wbolefinish somewhere near the 
bottom in achievement. Worse, our best students perform significantly wone than top students from' 
other nations. 

Less well know is the fact that this decline' in educational performance, occurred 
simultaneously with a huge outpouring of financial and human ,resources into the educational 
enterprise. Imagine a giant -X-. If the leg sloping downward from left to right is educational 
performance, the leg sloping upward is educational inputs. In 1960, the nation spent about SI,900 
per pupil, the average teacher salary was about under S20.ooo (both in 1988 dollars). and the average 
teacher had around II yean of experience. All these figures rose steadily until 1988. at which point 
they were S4.6OO, S28.700. and IS years respectively. In short, we more than doubled the resources 
going into education at the same time that educational performance fell so disastrously . 

• j" 

" 

". These facts should make Congress somewhat dubious about· calls for rimg education by 
", 

pouring in new resources. Word sometimes gets around slowly. but at least since the seminal 
,. Cole~. report in 1966. data has continued to accumulate showing that there is little relationship 

between2educational inputs and outputS. This is not to deny the disparities in school financing that .... do exist; particularly between urban and suburban districts. But there is no evidence that more 
money:iJone will result in better educational outcomes. 

, If the answer to poor schools is not increased spending, what is it? Although th~ ~aiion 
appean to be in the early spring of a reform movement that may provide a persuasive answer~to this 
question, it is not too 'early to claim that deep reform rests on several interrelated factors. Evidence

.' has been accumulating for well over a decade that although per pupil expenditureS and teacher pay '\~, . 

, , and experience bear little relation to student outcomes, there are, nonetheless identifiable ' .. 
,:' Characteristics of successful schools and teachers. 'Research now shows that successful schools are .,,~. 
.. , those led by strong principals who provide teachers with great autonomy and by teachers who'work ',:~ 

together as a team and have high expectations for students; these schools also have the nec~ssary::~~ , 
autonomy from central administration to make most educational decisions at the building ~Ievel.'i"'.;' " 
require students to take many courses in basic subjects such as English, math, science. and history...... ' " ' 
require substantial homework. and maintain a lively but orderly school atmosphere. ;. .,... .' , 

j ... l"~ ,:. .1t. lo 

, As John Chubb and Terry Moe have argued in their recent book, Politics. Markets~ and 
..... ." 

~ 
,'\... .. America's Schools, these characteristics of successful schools and teachers are precisely those least 

, likely to flourish under our system of bureaucratic control of public education. Over the p,ast several ,-, 
, , decades, America's public schools have evolved into a rigid. hierarchical system that stifles flexibility '~', 

at 'precisely the two locations where it is most needed -- the school building and the classroom. 
Even the movement for school-based management that was popular in many states during the 1970s 
did little to free the school building itself from the control of an army of state legislators.'''school 
board members, superintendents, assistant superintendents, and union leaders. , 

, ~Perhaps the single most fundamental characteristic of the American public school system is 
that it has a monopoly on use of tax dollars for educating American children. Though there has 
always been pressure on public school performance from parents, business groups, reformers. and 
intellectuals. there has been neither an education, market showing how student learning might be 
promoted by enterprises other than the public schools nor has there been ,any market discipline 
bringing rewards to schools:that operate .'ell and punishment to those that don't. Indeed, bad 
schools are often precisely the ones that get the most attention and the most resources, as the 
education establishment tries to cure problems with more spending. ' 

. ' In this environment of 'rigidity and mediocrity, a ·new· idea seem~ to be gaining hold. 
'Several states, cities. and school districts around the country are permitting limited c::ompetition 
among public schools by giving parents some choice in determining which school their children will 
attend. For the first time, these choice programs are providing parents and children with the ,right 
to attend the public school that best fulfills their own preferences and needs. 
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But these limited progra~s are half measures. If traditi~nal school systems with no parent 
. choice provide schools with cOlI)plete protections from the market-like forces of competition. the 
. limited choic.e plans now being i.pplemented open schools to onJythe slightest effects of competition. 
For most of the plans now being tried·· permit choice only among the public. schools. If market 
forces are to induce the changes necessary to promote student achievement in America. they can only 

·do so if the comPetition for students is completely open and free.·Students and their parents, in other 
words, must be allowed to select any school that meets minimal ·state standards. Unless, substantial 
changes on the supply side are induced by choice, this school reform .too will simply be another 
initially promising idea that is captured and smothered by the public schools. 

So we ~re .now in the beginning stages of a battle for publicly-supported education. Given 
the nation's tradition of local and state autonomy iii education, the federal government cannot be a 
major player in this unfolding drama. It does not, however, follow that Congress must be completely 
passive. As President Bush and Secretary Alexander have shown, the bully pulpit is an excellent tool 
that can be USed to· promote educational innovation. We.strongly recommend that Members of 
Congress play precisely the same role within their own districts and states. Choice, particularly if 
it extends to private enterprises, is still a radical ,idea,r ,By dis,cussing :the idea<.and its advantages 
seriously in their districts, and partic'Qlarly by~figuring· outways'.to..br,il)g::these. ideas before local 
educational forums such as school boards, campaigns for school.bond·jssues, and~,candidate forums. 

· Members can hasten the day when. the value, of competition reaches the public schools. 

....Choice will not, by itself. produce the needed revolution in educational achievement by 
American students. Given both the diffuse nature of educational goals anct the technical nature of 

· much of the enterprlse~ parents and, students will need straightforward information about school 
performance if they:-are~' to make good. choices. Markets cannot work efficientlywitho~t· good 
information about the value of gOods and services~ But as matters now, stand, there is no unified 
data baSe that permits comparisons of schools across or within states'and districts. The nation needs 
such a system .both, to· accurately gauge our national, progress toward improved achievement .and to 
provide parents with the information they'need to effectively use their. emerging right to select the 
best education for their child. 

Thus, our second recommendation is. to continue the quiet reform of federal educational 
statistics that began under President Reagan. More specifically, we intend to devise a plan to expand 
the National Assessment of Educational Progress.,Started in 1969, the NAEP tests representative' 
samples. of students at ages 9. 13, and 17 in a variety of academic subject areas. Its reports over 
the 'years constitute ithe·;single most reliable source of information about learning by. American 

· students. .~.,' .~ . 
.... ~.-"" 

. The National Asse~sment is a national treasure. But despite its many strengths. it was created 
by Congress with serious defects. Chiefa..mong·,these areprohibitio"s.onachiev~ment comparisons 
across or within states. However, as the National Assessment began to earn ~idespread recognition 
for its fairness and effectiveness in providing straightforward:'; informatic;m about student 
achievement, fear of its misuse gradually declined .. By 1988. Congress ·was able to cbange the 

. enacting legislation and make it optional for states to participate voluntarily in state-level 
, comparisons .. To date, 3S states have agreed to participate. This unexpectedly high number of states 
, willing to. subject themselves to comparisoDs with other states shows that we are beginning, as a 

nation, to face up to the bad news that testing sometiJ;lles brings in order to maintain public 
knowledge of how well our schools are performing. . .. 

There are two major reasons to develop a plan to nurture this progress toward universal 
'. assessment of school achievement. First. the President and Governors have committed themselves to 
the first and necessary step of educational reform: identifying goals for American education. But 
goals are useless unless accompanied by a means of assessing whether they are achieved.· Since a 
number of the goals agreed to by the President and governors refer to student achievement, we must 
have quality data on achievement. Expanding the NAEP is the most reliable and economical way 
to obtain this information', . . - . . 
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Second, as the nation moves toward increased educational choice by families, we must help 
equip parents with the tools necessary to fulfill their new obligation to select th;e best school for their 
child. A major ingredient in the decision of most parents will be whether the schools they are 
considering maintain high levels of student learning relative to other schools in the district, state, and 
nation. Sad to say, the great majority of schools in the nation cannot supply parents with this most 
basic piece of information. Again, expanding the NAEP to the building level is the most efficient 

'.1 	
way to create this foundation of effective parental choice. 

One goal of our work group will be to devise a plan for overcoming opposition in the House' 
so that we can create and. pass legislation during the I02nd Congress to dramatically expand the 
NAEP. Another objective will be to evaluate the Chapter I program and to consider the applicability 
of using it as a model for choice. . . . . . 

Decategorized Services 
''1':'' • 

" 
For the past year or two, the Administration and Congress have been ·interested in something 

variously referred to as "decategorization of services" or ·comprehensive services." The Assistant 
Secretart'for Program Planning and Evaluation of HHS, for example, is chairing a task force of the 
Administration's Domestic Policy Council which will publish a report on services integration this fall. 

. 	 'i" 

Similarly, the Council has asked the American Enterprise Institute to conduct a year:':long 
consultation involving ,background papers and a national conference on comprehensive services. 
Several foundations have agreed to put up money to fund these activities. Further: .BilI Emerson. 
a. Republican Member of the Agriculture Committee, authored a provision in last year's farm bill 
tliat requires study of the barriers to closer coordination of a wide range of welfare programs': 

Decategorization appears to mean different things to different people. At least three distinct, 
albeit related, policy ideas can be distinguished in the current rhetoric. The first, anticipate~ by 
President Reagan's domestic policy report, Up from Dependency, is that states should have greater 
flexibility in how they spend their federal social welfare dollars. According to Up from '.: __ 

pependency, in 1985 there were 59 federal programs that spent over SI32 billion to address s,ocial·Yl.~:.:;r:: '.,
Issues. 	 ' 

. ..' Each progrllm, as well as the new social programs enacted since 1985, h~ its own rulei:and 
procedures. Often, the rules and procedures seem to work at cross purposes.., Moreover,' the 

,,, 	 programs are administered by a host of cabinet departments, divisions, and agencies .. within the 

federal bureaucracy. Similarly, fun~1ing and oversight of the programs are divided among doz~ns of 

committe.es and subcommittees in the House and Senate. To address this maze of separate funding 

strealils~~Reagan's repOrt recommended domg away with categorized programs, giving states the 

money irnhe form of a large block grant, and letting states decide how 'best ~o spend the money to 

solve sOCial problems. 


. Giving states all or even most of the money now spent on social programs in a block grant 
is not politically feasible. As those who tried to implement Reagan's recommendations quickly 
discovered, converting categorical social programs to a block grant would challenge the role of many 

;, ' 	 Congressional Committees. It would be safer to step on Superman's cape. 

On the other hand, it may be possible to provide states with more flexibility by modifying 
the Reagan proposar'in two ways. First, rather than trying to change national policy in one fell 
swoop, it would be more practical to start by conducting demonstrations in several states. The only 
legislation necessary, to take this step would be to give the Secretaries of cabinet level departments 
the authority to grant ~'aivers under specified circumstances. Second, rather than using the funds 

. from all or most social programs, it seems more practical to start with a few, closely related programs 
-- perhaps only programs under jurisdiction of the same Congressional Committee. Our proposal 
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on child welfare programs outlined above is a Sood example of this approach. Coordination of three 

or four of the more than forty federal job trainins programs would also be a Sood place to start. A 

third example is provided by HVQ's family self-sufficiency prosram. in ~hich housing vouchers are 

contingent on a family's agreement to work toward economic independence. A written plan is then 

agreed upon. the major purpose of which is to coordinate the efforts of several local agencies to 

provide the family with transportation. child care. job training. and similar services. 


Oosely akin to the idea of providing states with more flexibility in allocatins money is the 

idea of more effectively coordinating services at the state and local level. Presumably. a major 

underlying reason for giving states fewer catesorical restrictions on social programs is that they could 

achieve greater efficiencies through improved coordination. But combining money from social 

programs is not the only way to ensure coordination at the state and local level. Take day care as 

an example. There are dozens of federal funding sources for day care. The five major sources are 

the Dependent Care Tax Credit. Head Start, the Child· Care Food Program, the JOBS welfare 

program. and Title XX. Legislation passed in 1990 has added two new day care programs. the Child 

Care Block Grant and the At-Risk Families grant. Taken together. states, localities. and families are 

expected to have around S3S billion to spend:on-these.prqgramsover ,the next/ive years. 


Given that a major purpose of these prbgrams isto'(acilitate dayeare (ot. (amilies~ states may 

be able to help more people more effectively by centralizing the ,administration of all or. most of 

them. Several states have already created subcabinet agencies to coordinate their day care programs. 

In some states, this attempt at unified administration carries through to the cities and counties. 

Whether these administrative changes have actually produced benefits remains to be determined. But 

efficiency -- more coverage and higher quality for the same cost -- through unified or coordinated 


. administration is a traditional and worthy concept. Hopefully. the current interest in decategorized 
services will shed some'light on whether state efforts to better coordinate services such as day ,care 
have actually produced benefits. . ., . . 

In addition to combining funding streams and achieving better state and local coordination, 
a third aspect of decategorization is offering comprehensive services in single programs. The new 
Comprehensive Child Development Centers now being conducted as part of Head Start .provi~e a 
concrete example.: About '100' programs 'have been funded to work. with. the same group. of; 'poor .., 
families over a 3 to S year period.· As .we have seen, despite several decades of poverty programs, . 
the strategy of giving families a host of categorical benefits such as cash, health insurance, and 
housing has resulted in neither the elevation of families from dependency tQ independence nor to 

. a substantial reduction if! poverty levels. . ' . 

'. The intention:of1heComprehensive Child Development ·Centers. very much in accordwith 
the recommendations of Lisbeth Shorr's book, Within Our Reach, is to overcome this categorical 
approach by combining many services at one location. "At.a, minimuin~ the f~ilies receive Head 
Start, job. training and counseling. and parenting education at the sameJocation. In addition, to 
address special problems such as drug abuse. ~fami1y v,iolence. or emot.i9Ila.1· p~1>blems, families are . 
referred to other services available in the community.' ..... '" . 

As often happens with new policy ideaS. there seems to bea tendency io claim too much for 
the accomplishmentS and 'promise of decategorization.. No one can be opposed to. better" more' 
efficient program administration or coordination. but proponents should be cautious in' claiming that 
decategorization will solve social problems until they have evidence that at least one actual problem 
has been solved. Further. administrative reforms are perennial. They are usually announced with 
great fanfare, only to die a quiet death after a few years. In other cases. the outcomes are actually 
evaluated and the evaluations provide only tepid support for the orig1nal fervor. Unified services 
for children. for example, has a long and checkered history. and some remarka.ble projects have tried 
to i,mplement this concept.' . . ' '. , . " . . . . " . .. '. . 

. Perhaps the most notable were the Parent Child. Development Centers of the 1970s .. th~ee 

centers were funded with federal dollars; subsequently. three more centers, each paired with an 
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original center,were funded. Parents ,..-ere involved in an elaborate set of activities designed to 

improve their parenting skills. They ~re also offered a wide array of support services (health. 

social. and medical services: transportation; day care for the child and siblings; clothing) and were 

paid a stipend for their participation. Evaluations of the projects. nicely summarized by Paul 


. Dokecki of Vanderbilt UniverSity, showed modest. sometimes temporary, gains by mothers and their 

children. The new Comprehensive Child Development Centers sponsored by Head Start may differ 

from the Parent Child Development Centers. but research on the former suggests that program 

impacts will be modest.' 	 . . . . 

Though we wish to be cautious in our claims about the benefits of decategorization. we 
believe there is potentially a great deal to gain from greater state flexibility in how social welfare 
dollars are spent. from efficient program administration. and from comprehensive services for 
children and parents. . . . 

waivers 

:~~Lewis Brandeis once remarked that the states were laboratories of federalism. In recent 
years~ We have seen examples of state innovation and evaluation that led the way to national policy 
rerorm~\;.-The landmark welfare reform bill of 1988 was preceded by nearly a decade of intense state 
experimentation with welfare-to-work programs. When Congress took up the issue of welfare 
reform in 1987. states came forward with concrete examples of how welfare mothers could be helped 
to qualify for. find. and accept jobs. As Judith Gueron and Edward Pauly show in their recent'book 

.. 	 on the state experiments. evaluations of these programs performed by the Manpower. ~monstration 
Research Corporation showed that many ""elfare mothers looked for and accepted eml?lQyment; that 
the mothers thought it was appropriate for states to require them to work; that there'were welfare 
savings produced by work: and that the effects lasted for at least three years. Many obs~~vers 
believe the MDRC experiments were one of the two or three major reasons welfare refor~ was 
enacted in 1988. . .:. ·_:::1~.1: 

.... ::.. ...:. .. 
The growing tendency for states to -demonstrate and evaluate their reform iqeas.is an "".';' 

extremely positive development. Every member of Congress has had the experience of voti~g on .', 
proposed programs without the benefit of solid information on what effects the programs might ,;,., .....,c,. ',. 

produce and whether these effects were ""orth as much as the cost of the programs. A prjmary'.;::·,~r. . 
solution to initiating untested programs is to implement and evaluate demonstrations that prpvide_,':·:::'~·.:~ 
Congress information before it decides to spend large sums of money.;,I. __,~~~':: 

The major recommendations in this document are to perform large-scale' 'de:fnonsttation 
programs. particularly on time-limited AFDC. child support assurance, residential programs for 
inner-city adolesce~ts. the individual training account, the variable-rate housing voucher. and the 
health' care 'voucher. We have little doubt that many cities. counties, and' even entire states would 
be willing ·to try these new approaches if they receive adequate federal support and if they are not 
subjected to a thousand bureaucratic rules. 

In authorizing the scores of social programs that now supply cash and in-kind benefits to 
millions of children and families, Congress and the executive branch have created a maze of statutes 
and regulations that limit the. flexibility of those who implement the programs. In few if any cases 
do states and counties now have th.e autnority t9 implement these new ideas without violating a host 

:? '. 	 ). of federal rules. -, . . 

Consider two· examples. In the course of our work on this project, we met with Governor 
Tommy Thompson of Wisconsin. It is an understatement to say that we were impressed by the 
variety of reform programs he was 'attempting to implement in Wisconsin. .These included the 
Learnfare program designed to provide incentives for teenage welfare recipients to attend school, 
the Parental and Family Responsibility initiative to provide financial incentives for teen mothers 
on welfare to marry. and the Milwaukee experiment in educational choice. It is not necessary to 
agree with these particular programs to understand that carefully designed tests of their underlying 
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ideas would provide valuable information' for policymaken. regardlesS of their philosophical 
orientation. As in the case of welfare reform. reliable information on how programs work can often 
have the effect of mitigating deep political disagreements., And yet. we were disturbed to hear of 
the seeming1y endless hassles Governor Thompson endured before he cou1d obtain enough flexibility 
from federal rules to try his reforms. We wondered how,many other governon wanted to attempt 
innovative reforms but were defeated by the sheer height of barrien that would have to be scaled. ' 

A second example is taking place as this report is being written. In November of 1990. the 
citizens of Oregon enacted the 'Oregon Full Employment Program by a 5g percent affirmative vote. 
with citizens in 35 of 36 counties approving the initiative. For nearly a year now. a group of Oregon 
citizens. operating entirely on private funds. has tried to obtain the exemptions from federal rules 
and regu1ations that will be necessary to actually implement the project. In brief. what Oregon 
wants to do is use resources now supportingAFDC. food stamps. and unemployment insurance to 
provide jobs for parents eligible for benefits under, any of these programs. Wages for the jobs are 
guaranteed at 5740 per month, a figure that Compares quite well with the average AFDC and food 
stamp benefit of about 5560. Moreover. if both parents worked. a family could earn 5) 450 per 
month or nearly $18,000 per year. All these'~families would. be. ~ligible for atl additional 51.000 or 
so under the Earned Income Tax Credit; many:wouldbe'e1igible.rormedicaid~nefits; and all would 
be eligible for several federal and state day~re programs. Moreover. particjpants in the program 
keep all their welfar~ benefits until they actually begin a job and'start receiving earned income. 

, . ,In our judgment, using money now being spent on welfare to operate a program that helps 

families escape,.:welfare and achieve financial independence through work is a sound concept. :me 

effort to do so.~bowever. has verified the old saying that Wthe devil is 'in 'the details.w So far. the 

citizens group trying to establish the project has made nine trips to ,Washington, at least five times 

'thatnumbei to ~tJie,:state capital in Salem. and has 'spent about $750.000: Their major objective is 

to obtain the waiven from federal rules and regulations necessary to conduct their innovative 


. project. They are making headway. but it-seems likely that at least another year or two. and another, 

5200,000 to 5300,OOO~ will be expended before the project even begins. Wone, there is a real 

possibility that the project will never be implemented. 


As these example~ demonstrate, the system of statutes and regulations created by the. federal 
government, and . usually by state governments as 'well; constitutes a serious obstacle to reform 

, experiments. We think two actions should be taken. First.. wherever possible the Administration t. 

, should use 'existing waiver authority to help states and localities initiate social experiments. ,:rhe . 
, major conditions for granting waiven should be tliat the demonstration not cost federal taxpayers 
,additional money and that the project be carefully ~valuated so that other states can learn from the 
results. ,. .":. . 

, Happily. Section 1115 of the Social Security Act containsprovisipns diat allow the Secretary 

of HHS to provide waiven from the statutoJ:Y requirements of sev~.ral'_9(- the!Dain titles of the Act. 

This type of general waiver authority is all too infrequent-in federal~statutes•.,.but such authority as 

does exist should be fully exploited by the Administration. 'hi fact', we encourage the Administration 

to take steps to inform states of the flexibility HHS is willing to grant if they undertake well planned 

demonstrations on important social issues. 


Second. we encourage Congress to place broad waiver authority in legislation that establishes 
new social programs. In addition. we recommend that committees of jurisdiction for extant major 
federal social programs -- Title I of the Elementary and Secondary Education Act. housing 
legislation, medicaid. child nutrition, food stamps. and the. various training programs being operated 
by the Department of Labor -- consider placing waiver authority in existing laws. . 

.We expect that. over a period of years, waiver authority will enc~u~ge an ever increasing 

number of innovative social programs at the state level. . Experience shows that some of them will 

fail; in these cases taxpayers will have saved mo'ney if broader implementation of flawed programs 

is avoided. Some will succeed; in these cases both taxpayers. and more important. the families 

participating in the programs themselves, will be winnen. ' . . ' 
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CONCLUSIONS 

Capitalist societies give free reign to individual initiative and ability. The res~lts can be seen 
, in every sphere of private and public life; namely, substantial differences between the top and 


bottom in the disttibutions of achievement and reward. In response, Democratic governments have 

invented two broad strategies to take the edge off capitalism. The first is to artificially lower the 

top and raise the bottom of the income distribution by tax,ing the rich and giving to the poor. The 

second is, to invent ways to provide the poor with the tools necessary to improve their status. 


. ' . 
The resultS,' never very satisfying, now seem to defy logic. ~spite the billions spent by 

American government to sustain and to stimulate the nonelderly poor ,we find that a small but 
growing ,group of a few million citiZens continue to make decisions. that have major negative 

. consequences for themselves, their families, their neighborhoods, and society. Ironically, the greatest 
. victims of their behaviors are those closest to them -- their children and their neighbors. The door 
to opportunity needs to be widened for these citizens. . . 
.. '. . 

- "To date, public policy has hact only modest success in movi~g these Americans into' the 
mainstream of the nation's economic andsocial1ife. But we have at least learned that unconditional 

. guarantees of cash and other government benefits have the effect of perpetuating the very conditions 
they were designed to reduce. It now seems reasonable to try a new approach.' . 

, . 
The social covenant and accompanying policy initiatives we have proposed are not a complete 

break with traditional approaches to poverty. Rather, they emphasize a reordering of government .. 
priorities: . less unconditional government largesse, a greater emphasis on the mutual obligations: 
inherent in public benefits, and a renewed attempt to provide poor citizens with the tools necessary' 
to help themselves. This redirection of the social policy our nation bas followed for the last two or' 
three decades cannot be expected to' produce immediate' results. However, if accompanied by a' 
continuing search for successful social programs that balance private responsibility and public~ 
benefits, we can expect gradual progress in reducing the number of citizens whose very way of life 
jeopardizes their own and the nation's future. . ' " 
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AboUl tile Wednesday Group 

The House Wednesday Group is a Republican organization founded in 1963 in the U.S. House 
of Representatives. It provides a forum through which its members discuss politics and policy. 
develop legislative proposals. and advance their knowledge on issues of shared concern. 

The thirty-seven WednesdayGroup members, chosen by invitation and representing a diverse 
range of geographical and ideological backgrounds, meet every week to discuss their ideas. The 
Group, whose chairman is Congressman Bill Gradison of Ohio, is supported by a professional staff 
that arranges seminars with leaders in the policy community, conducts research for reports on major 
issues. and works with the members to develop legislation.· . 

-:....-

If you have questions about the Wednesday Group poverty project. please contact Edward 
Ku.tler, Wednesday Group Executive Director, at (202) 226-3236. 
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November .9, 1993 

MEMORANDUM FOR CIRCULATION 

FROM: BRUCE REED 

SUBJECf: Talking Points on House GOP Welfare Reform Plan 

On Wednesday, November 10, House Republicans will hold a press conference to 
announce their welfare reform plan, which is based on the President's campaign. pledge to 
require' welfare recipients to work after 2 years. The Administration's reaction is spelled out 
in the attached HHS press release. The key points to stress are: 

1. Welfare reform is a bipartisan issue, and we welcome the Republicans' effort 
to help the President pass' a plan. Many elements of the Republican propos~l are consistent 
with the President's vision, including their emphasis on parental responsibility and a two-year 
time limit followed by work. There is widespread consensus across party, class, and racial 
lines that the current welfare system is broken. We look forward to working with members 
of Corign~ss and governors in both parties to fix it. . . . 

2. The President has laid the groundwork to make good on his promise to end 
welfare as we know it. His economic plan included a dramatic expansion in the Earned . 
Income Tax Credit, which will move people off welfare by rewarding work and make good 
on another campaign promise -- that no one who works full-time with a family at home 
should live in poverty. The Administration's health reform plan will remove the incentive in 
the current system for people to stay on w~lfare in order to keep their health benefits. 

The Admini~tration has granted welfare reform waivers on a bipartisan basis to several 
states, including Iowa, Georgia, and Wisconsin. The Administration's Welfare Reform 
Working Group has held a series of hearings around the country (including one this week in 
Memphis) with state and local leaders, people in the welfare system, experts, and citizens 
who support reform. The Working Group ,will present policy options to th(: President later 
this year, with reform legislation likelyeariy next' year. ... 

3. Many elements of the Republican plan are consistent with the President's 
. approach; other elements raise some concerns. We want to do everything we can to 

reward work, family, and responsibility. Some provisions in the Republican plan raise 
concerns -- such as capping the EITC, a powerful work incentive with bipartisan support, . 
Moreover, while we believe that welfare reform can save money over the long run by moving 

. people into independence, we are concerned that some of the savings claimed in the . 
Republican plan could shift considerable spending to the states. Finally, we would like to do 
more in the .area of child support enforcement. But we are confident that we can work 
together with leaders in both parties to develop a welfare reform plan with bipartisan support. 

If you have any questions, feel free to call me at 456-6515. 
. .' 
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'DRAFT STATEMENT RESPONDING TO REPUBLICAN PLAN 

Mary Jo Bane, David Ellwood. and. Bruce Reed, co-chairs of 
President Clinton's Working Group on Welfare Reform, issued'the 
following statement today' in response to the release of the, 
welfare reform legislation by House Republicans: 

"We .re pleased that the Repu~licans'in the House of' 
Representatives have entered the debate on welfare reform'. 
We will certainly be looking closely at their legislation in, 
the weeks ahead. as we work with Congress and the states and. 
localities to continue the development of the 
Administration's plan. ,Many of their proposals address the 
president's Vision for reform, WhiCh stresses work, family, 
opportunity and responsibility. 

Clearly'there i~broad cons~nsus throughout th~ country and 
across party lines for fundamental change in'the welfare 
system. The empho.sis in the Republican plan on work and 
parental responsibility is very much in keeping with the 
President's goals. ' . 

While we applaud their emphasis on work, some elements of 
the plan concern us, such as ~he cap on the EITC - <!, 

'powerful work incentive which has bipartisan support - and 
the across-the-board cuts in cost-effective nutrition 
programs which are. likely to shift costs to the 'state. Much 
more can and should also be done to crack down on parents.
who fail to pay child support. Most importantly, we want a 
plan that focuses both on opportunity and responsibility, to 
ensure that Americans can and do work and become self
sufficient in the work force. As the President said in his 
Febru.ary 17 address. to Congress, .. in the end, we want people 
not to need us any more. u 

We look forward to working with congress on a bipartisan. 
basis to develop a plan which fulfills the President's 
.vision of a welfare system'which truly helps people to work 
~nd become self-sufficient." 



SUMMARY OF WELFARE REFORM LEGISLATION 
SPONSORED BY HOUSE REPUBLICANS ' 

FaD, 1993 

I. ATTACKS ~HE TWO FUNDAMENTAL CAUSES OF,WELFARE 

CAUSE 1: NONWORK 

- Less than IOO/O of welfare mothers work 
- Although many mothers leave welfare within 2 yearS. many stay for 8 yem or more; today there are 

, more than 3 million mothers 011 AFDC who will remain 011 welfare during 8'yem ~ more 

THE SOLUTION: MANDATORY WORK 

• When fully implemented, the Republican bill requires 63% of mothers who have been on AFDC for 'at 
least 2 years to work 3S hours per week for their benefits; mothers do DOt lose their benefits if they 
work in community or private' sector jobs ananged by the state 

- Mothers must use the first 2 years 011 AFDC (less at state option) to participate in education, training, 
work experience, and job search to prepare for a position in the private ecollomy; if they do not find a 
job within that 2 yem, they must participate in a community work job in order to continue receiving 
welfare benefits ' 

• Provides states with an additional S10 billion to provide welfare mothers with employment services, 

including day care 


• One adult in two-p.vent, families on welfare must work 32 hours per week and scarc:b for a job 8 bouts, 
per Week starting the first day they receive welfare ' 

- Mothers applying for welfare must participate in a job scarc:b program while their application is being 
processed ' 

• Fathers of children on welfare who do not pay child support must also participate in work programs 
• Mothers who refuse to work have their benefits reduced and then terminated; states failing to ensure 


that parents work suffer serioUs financial penalties 


CAUSE 2: ILLEGITIMA.CY 

• Illegitimacy has risen wildly in recent years; now 2 of every 3 black children and I of every S 'white 

children are born out of wedlock -' and the rates are still riSing , 


• Of illegitimate babies born to teen, mothers, a shocking 8oo/o will be on welfare within S years 
- Teen mothers are the most likely to stay on welfare for many years without working 
" Most of the increase in poverty and welfare in recent years is caused, n~t by a poor economy or reduced 

government spending (both are up), but by increased illegitimacy 

THE SOLUTION: ESTABUSH PATERNITY, RESTRlCI' WELFARE, CRACK DOWN ON 
DEADBEAT DADS 

• All mothers applying for welfare must identify the father or they will not receive benefits 
• After identifying the father, mothers re'ceive a reduced benefit until paternity is legally established ' 
• Mothers who are minors must live at their parent's home, thus preventing them from using an 


illegitimate birth to establish their own household ' 

• States must increase their paternity establishment rates, over a period of years, to 90% or suffer stiff 


penalties 

• States ate required to stop increasing welfare checks when families onwelf~ have additional children; 

states can avoid this requirement only if they pass a law exempting themselves 
• States are required to stop paying welfare benefits to parents under 18 yem of age; states can avoid 


this requirement only if they pasS a law exempting themselves 

• Deadbeat dads with children on welfare are required to pay child support or work 

(OVER) 
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II. 'SLASHES WELFARE FOR NONCITIZENS 

THE PROBLEM: TOO MUCH WELFARE FOR TOO MANY IMMIGRANTS . 
• Hundreds of thousands of noncitizens are added to the Dation's welfare programs each year 
• A recent ,study by the Social Security Administration shows that more than J I% of all recipients and 

200A of elderly recipients of Supplemental Security Income are noncitizens 
~ Noncitizens also qualify for Aid to Families with Dependent Children., Food Stamps. Medicaid, housing. 

and other welfare 'benefits 

THE SOLUTION: STOP WELFARE FOR NONCITIZENS 

• Simply end welfare' for most noncitizens 
• Allow refugees to receive welfare for only a fixed number of years unless they become citizens 
• Allow noncitizens over 75 to receive welfare' . 
• Continue the benefits of cwrent noncitizens receiving welfare for I year 

III. 'EMPHASIZES PARENTAL RESPONSIBILITY 

• Requires mothers who are minors to live at their parent's home 	 . 
• Requires states, in most eases, to stop welfare payments to unmamed parents under age 18 
• Requires states to terminate the cash welfare benefits of families 'that do not have their preschool 

children immunized . 
• Encourage states to reduce the cash welfare benefit of families thai do not assure that their children • 

attend school regularly . 
• Allows states to require AFIX: parents to participate in parenting classes and classes on money 

,management 
• Allows states to discourage parents ~m moving to anew School district during the school year 

IV. ATIACKS SEVERAL ADDITIONAL WELFARE PROBLEMS 

• Requires adults applying for welfare to engage in job search before their benefits start 
• Requires addicted recipients of welfare to participate in treatment programs or lose their benefits 
• ConvertslO,major food programs into a block grant that provides states with almost complete 

discretion over spending; funding for the programs is reduced by S% 
• Caps spending on Supplemental Security Income. Aid to Families with Dependent Children., Food 

Stamps, Public and Section 8 Housing, and the Earned Income Tax Credit to inflation plus 2% per 
year 

• Provides states with much greater .control over means-tested programs so they cali coordinate and 
streamline welfare spending 

• Encourages states to provide fmancial incentives to induce motha, on welfare to work and marry 
• Allows states to let welfare recipients accumulate assets to start' a businesS, buy a home, or attend 

college , . ' , 
• Allows States and local housing authorities to use more generous income disregard rules to promote 

work incentives 
· Requires addicted recipients of Supplemental Security Income benefits to submit ttl drug testing; ends 

SSI benefits for~ose tespng positive for illegal drugs 

V.. ACCOMPLISHES ALL THE ABOVE IN A BILL THAT 
REDUCES THE DEFICIT BY 520 BILLION OVER 5 YEARS 

- The training and mandatory work provisions of the bill cost nearly SI2 billion over S years 
• 	The paternity establishment, job search, parental responsibility. block grant, an4 immigration provisions of 

the bill save about S31· billion over 5 years. 
• Thus, the net impact of the bill is to reduce the. budget deficit by almost 520 billion over 5 years. 
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