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Tre Follow up to our convergation this morning, here’s what 1've found out:

Arl is working on @ better by Gingrich, Armey, Shaw and &mhm for
releuse todey wgiog the President to sign the W-2,

The Speaker’s office is working on 2 press conference tomorrow with the -
& Republican members of the W1 delegation on the W-2.,

They would like us to help drive the press on this, either through ¢ RGA Tsiter
to the Presidend and/or a news conferenze with Engler. Other thoughta are welcome. For
instance, | am sure the RNC would appreciate it if Governor Engler sould ¢ut an gs&.iunizty
today on the topic. {Teb 2*32{363 8550, usk for Seotl}

Archer s not in town until lute tuday; Shew is expocted around 2:30 pan., so there
is a possibility of a latc wews conference with Shaw and Engler.

The RNC is putting out talking points/Haley is going to do a statemont, asking
what kind of “new” Democrat is Bill Clinton? s he nnew Democrar, one that will join
the 60 Deres in the House who voted for W-2, or is he really an oid Liveral Democrat
who will fight reform?

Please el g know your zh;}ughis on tetier and/or news conference, Thanks!

o Murgaret Dwyer

10 P Swept, Sountoast « Wastineion, D.C. 20003 » (202)1863-8587 » FAX (L02)663-8658
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Presidext William J. Cliston

The White Houae

1600 Pennsyivanis Avegue

Washngton, D.C. 20500

Desr Mr. Pragidant:

We walcome your remsrdes consarniog the ianovative wellare relatms proposed
by Governor Tommy Thompson of Wiscomin, The Wisconsic propossl s very simitar
10 the Regublican welfire refirm Will you vetsed last yeaz, 50 we aze beartenad tha
your weifire position ey have changed oucs sgale.  However, thoomiase there wre
many differences detween your current aational welfare proposal end the position you
s 10 hrve mken yestwrdy cancerning the Wiscansin proposal, there {s xmple
ground 1o be conflad about where you stund on pational welfire reform,

mmzmmmmwmmw Nothing less thua
full approval of Wisconsin'y waiver propesel (s ite eifrety witl demonstrnte your
lusting commitment to welfare reform, In sddition, while your kind words conceraing
Wisconzin's propesal give the basrmaion you suppors walliee reftom, sa soalysis of
your et antions] weifare proposal shows tat whar's good ancugh fr Wisconsin is
"ot good encugh for the nation.  Your astional propossl runs in the oppestts direetion
of Wisccayin's walfase rafiones,

The nted for welfars refortn is cletr, The Amevicen people aro demanding it
and the pecple on welfkre must have it. We have slready lost too many psople to Qe
destructive cycle of weifsre wheye the average tay on the welfkre rolls i 13 yewss,
As & coouls of Qi3 cycle, far o many ablidres are & risk, powiag vp In fatherdtess
homes where they have nsver nowa 8 warking aful
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We all agree that wellsre relorn must bo acoomplished, snd whtle you have
vetond cur two previous welfire reform seopossis, we are willing 1o work with you
voce agaln on this Important issue. Only threugh continuous, open Exlogue caan we
begin w undersiand wach other's pasitions sad hopefully reach a2 agreement.

We have just completad n detallad analyxia of the national welfre reftrm

moposul oontained lo your 1997 budget plan, and we regret 10 say %at we are deeply
because your plan does not time limit welfhirs Senafits nor does it require

o adequate zumber of people 10 work for their weifire beaefits. " Your welfare reform
peoposal doss Tittle to encournge families t support themsalves, &t enceurges
mwm:wﬁmutmnmmwma
providing wellire to non-citizens, Your HMB aiso does nothing to stop the comupt
mafmwmmummdmmmmcmm Finally, your
bill's contimustion of inflexible fedems! contrals goarsntres tint the woret Satures of
mg;mwﬁmmmmw We have cutlleed below

Ot concerTs.

hmwwmmm@amm

1. Your welfxrs reform plas "p * u five-yaar tims imit oa eash welfere
benefits, but it hay 20 many axceplions fyw Bamilies would ever be affectad. In
addition, because of your mandstory voucher program, welfars will ramiin »
Hielong habit, Jmgt a3'it b today.

- 8mmp%wmwmm?mmavgfw
t Decsuse your plan provides so many exemptions, Yo jon fist s o

Mmmmmmmmmmmxm
ef&ﬁu&mmuwnﬁmmhnymm

r«mwawtyammmwmmwmmm
wellire entitiement xnd regulres States (0 peovide non-cask walfire voushons
indefinitaly. M. Prosident, you must coalize &t only by epplytng & real Sve-year
tirse Hmit can we trazsform weifhee into insurence agaiagt the worst of times, instssd
of the ilfstiow gustatec of unsezond besiin.

3 !ulm!afmuhh;mrkﬁrm”mmmmmﬂ
avold work for years and pluees shan "work rsquiremenss® on States.

Your plan requires States $0 30t up educetion and texining programs fur every
work-<ligible parersi who is ot warking within aos yeur of coming onts welfire,
Afer two years i Gese progruns, yo say that workers must or lose wreifire
benefits. The osich? This requitematnt doss not take efect uml]l October 2003, Mr,
Presidant, we pust act 50w {f we 20¢ t save the most peady In our sociaty, sot walt
aix of seven more yesrs by cresting 3 major loophole thet aliows Bumilics 1o collect
walfire without working.

+ i —— —
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In sddition, by counting families that have kot welfker snd &% now working &
Il on welfire, your bill artificlally inflstes siate progross In moving welfirs families
iote work, Under your plan, the saturs! flow of fenifics off weifire sonns thas Svaten
magically would be more than halfwey towerds mesting thelr required retes without
even [ifeg ¢ fingwr. You farther dicoursgs Statey frum meesy this goal by Biiling
o punish Stutes that don’t moet targets for moving fumilles off welfare and into work.
Thy reaul®? The Congressional Budget CfRcs has determined thet your bII woyld
sequire only half &8 many welfkrs femillen to work s LR, 4, the Congressional

PRl i} 0 g .S-; '*‘:‘4" f #7e ‘?.' 3 l-"'_.

waifire refym Yl you vetoed 1n January. Apcor

3 Your plan continuss the carrent yystem iz whish zoscithuns sud Klons cullect
waltere daspits our country's iaws snd traditions.

Everyons agreey that Anerics (s aad will rempin the lnnd of oppartunity for
imnnlgrants, 02 You would be to dnd suppert for allowing lomigranty
into the U.S. 10 go on weiliee. U L your mopxal wWoRld continue this
shuze of faxpayen’ and immigrems’ best interews. For axumpla, tha number of
noacitioens o Jupplemental Security Incomse oxpladod fam 127,906 in 1982 to
738,140 ia 1994, Whils you have propaied initistives that clxdm o cutd suck sduse,
your ples anly nlbbles sround the edpey: the Budget Office sntiates
your propass! would prevent 35,000 sencitizenm soliecting 831 benefits in 1998,
Iz contrast, HR. 4, the welfrs mfom bill you vetosd, Momors the promise noacitizens
made a0t to go on B dole, keeping more than 427,000 noncitizess fom collecting
SSI beoefis in the same your wxd sxving taxpayezs & tolal of $15 Mllisn more than |

your bill,
4 Your pluz maizteizs maximum Prdsral coptrol over Ststs weifure programs.

Even though your bl teploces Aid wo Familics with Dependers Childres
mmm’;mmmmmmmhmaﬁmu
“Tamporary Ernploymsnt Assisunce” (TEA) program, this i lergely & ssmemde
caeesise. mmmmmw&mawwm
to Statns ~ subject to State mach ~ w provids ceah wellirs bennfity 10 teedy familics.
Cortain new reatrictions would apply for individuals, s States wonld recelve mare
Fedars) . fundy If orore fumilies move omto welfire, matanpining the current perverse
oentive strustune assecixted with AFDC.
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Your pisn fudls to provide Stte fcxibitity o many other ways, wo. Unltke
R.R. 4, mder your ¥l Swmtzs would not have Sexibility o limit benefits to fewer than
fivo yeas, und States wowld be required 1o opersts a highly prescriptive fademt *work
fimt” (stxrting In FY 2004) Job training program. States weuld bo roquired to develop
individusl responsibility pians for every new weifure funily, detatling benefizs the
Sute would have W provide (o xsaist farnities in preparing for wirk Finslly, States
would have littic soihority to fimit Sate and local welfmro beneliss Gor poncitizons,

Mr. Prosident, we comaln bopefis! tial this yoar will be e nal vear of our
pation's fxiled welfere systeen. Surely, those Amedons whe have Rved o6 welfam
fom one generstlon t mnother doserve o chanee 1o o betller ond 0 achieve more,
Howevne, aficr consideriag soms of the Loy Nauves of your plan, 8 Is cvident, dospite
Wlddmg=mwhufﬁaimmywaommmmmm

- We lock Srward 1o tekisg action oa netions welfire refors this yeor and hope
15 Rave your support.

Sincesely,
Nowr Gingrich Tick AmBeY
Speaker of the House House Majority Leader
BTl Archer ' E. Ciay Sbaw, Jr.
Chatrman, FHouse Commines o Chairmman, Suboommiter oo
Ways and Meaxs o Humas Resoorces, House
( Committee on Wiys and Means
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“He're very c:lczse @;}, a yelfars deal and we strongly feel you
shouldn’tc 2:«191(:'{}i =y kiety o gwstzage £o ‘f]ii&agraemencg over
Medicaid.” Tfon,

o

! !::

\, "Our sprong message ig let’gs move forward on welfare, let’'s
et s-hq.ajggmg done, letb’s not hold welfare hostage to

- Medicaid and political games.”
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FR(: Robert Rector's testimomy before the House Subsz(x’mttee on Humart Resour £
Comnittee on Ways and Means, 3/12/96 068 of the

..

Iszsz T LOow FAMILY IhC{}ziﬁ: THE REAL Cazzss {}F PROBLEM
Bsmwaa’?

A common kiberal belief is that mogt sdcial and behavioral probiems are the ..
result, wot of collapsed family structure, bt of low family income, According to this
theory, crime and other dysfunctional behaviors emerge in young poople mised in single
parent homes, pot because of the absence of the biological father, nor because of the
sorms within the family, but simply becauss single parent homes, on average, have
tower incomes, Since a lack of money causes developrsent problems, such problems
can be reduced by providing ever larger welifare paynients to single mothers.

This belief can casily be refinied by applving historics] perspective. The typical
family in the 1950°s had ap ncome roughly half of that of similar famdly wday, afier
adiusting for mfimtion.  But no one wonld really expett children maised in the 1580's
exhibit grester oriminality, sexual promiscuity, and behavior problems simply because
their families had less income. Similarly, the typical family living in the 1920"s wag
“moeg™ by today's standards, adjusted for inflation. But lack of income did not gengrate
greater behaviorel problems among chifdren of this earlier period.

Two principles seem to epply. First, children benefit preatly from the presence of
8 biological father and mother umited in marriage. Second, in addition 1o family stracture,
it iy the nonns withino the family {and also with be pirounding comununily) yather than
income that make the difference in children’s lives.

Finally, there is no czedible evidence 16 support the belief thas srierapting 1o raise
the incomes of single parent home rough more generous welfzre bencfits will generate
positive suscomes in children’s development. Instsad, more generous welfire promotes
groater single parenthood and dependence, both of which have 2 sharply negative effect
o5 children's well-being. In order to help children we sust reverse the current national *
srend i which even greater numbers of children tre baing raised in welfare dependent
single parent hOmRE,

POLICY RECOMMENDATIONS

The primary goal of welfare reform must be 1o reduce Hiegitimacy and to save
marriage. This will not be easy. Our curvent welfare system is like B giant ocean liner
bound on & socially destructive course. 1t will take years to 510p the behemoth and

T reverse disection, For example, sven under the conforence welfare reform bill, passed by

Congress. the federal and state governments wolld spend nearly a half tritlion dollars,
over soven years, o subsidize and support illegitimacy and single parenthood through
mustiple welfare benefits, day-care, job training, and other services. Under the
Congrassional plan, government would spend $1,000 to subsidize single parenthaod and
illagitimacy for each dollar spent 10 reduce iliegititnacy.

However, the conference bili, enacted by Congress; did take some initial first
steps 1o combat illegitimacy. Congress should be commended for its leadership;
unfortunaiely the president vetoed that bill. I the funwe Congress should broaden snd
improve its offoris to deal with illegitimacy. Steps which should be taken include the
following.

1. Congress shondd clearly identify reducing illegitimacy a3 the key goal of welfare '
reform and should use the buily pulpit 1o publicize the issue.

., Mo 1063,

7 Roben Rector, “Why Congress Must Reform Walfie”,

[ PR TP R T
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PTH STORY of Level 1 printsd in FULL format.

Copyright 1996 The Heritage Foundation
Reritage Foundation Heporis

March 18, 1998
SECTIOH: BACKEROUNDER; Ro. 107§; 2q. 1 o
LENGTH: 3388 words
HEADLINE: WELPARR REFORM FRAUS ONCE AGARIN: EXAMINING THE NOA WELFARE PLAN
BYLINE: Hobert Rector, Senior Policy Analyst

BODY :
INTRODICTION

The Mariosnal Governers® Agscciation (NGA) ig proposing a neaw welfave reform
pian, and Congress has initiated hearings on Che governQrs® proposal.
Unfortunately, this proposal, crafted by NGA bursaucrats and borrvowing
significant slements from President €linron's welfave reform schemes, is another
Pilueprint for flaved welfara reform.

Mombrers of Congress should reallive that the NGA plan repudistes most of the
kay elemants of the Contract With America proposed by coneservatives in the fall
wf 1534, The Contract contained a solid, comprehensive welfare reform based on
three themes:

* A national goal of reducing illegitimacy and establishing a number of
madest natiomal policies to advance that geal;

* Naticnal work regquirements for AFDC iaid to Psmilies with Dependent
¢hildren) reciplents; and

* greater flexibility to state governments in the oparaéioﬁ cf welfare
programs. nil

n!l Newt Gingrich, Dick Armey, and the House Republicans, The Contract With
AMmerica, Republiican National Commlttee, 1994, pp. 65-77.

The Mouse/lSenate conference bill passed by Congress, and wvetced by President
£linton on Janvary %, retained these three hasis elements of reform, albelt with
the pro-marriage provislons weakened. But the HGR plan effectively eliminates
the first two principles of reform.

Daoision makers entiged by the NGA'6 *hipartisan® reforw package woeuld do
well to remember history. America supposedly ended welfzre jusi eighi vearg ago,
when Congresg in 1588 pagged » comprehansive *bipartisean® zeform which promisged
£o replace welfave with work., Thig so-called refczm, also predominantly shaped
ay the NGA, Curned oub to be a sham: Daycare spending scarved; welfare cameloads
skyroeketed; sven boday. slmost no welfare reciplients are reguired to wark. With
the NGA bureaucracy again in the lead, history is abaut to vepeat jteelf.

The KCGA plan is heavily flawed in four key aspacts,
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Heritage Foundation Reports, Mawsh 18, 1996

1} The pian abandons the welfare reform goal of raducing illsgitimacy. NGA
officials have completely misdefined cthe real goal of reform. Their plan
expiicitiy sbandeons the goal of saviny marriage and reducing illegitimscy, which
wag the number one welfarye reform piank In the Conoract With Amerisa; the shifs
is sn compiete that the governors' pelicy declaratisn does not mention rising
iliegitiwacy even as a minor accial problem, let alone propoase a veform
strusture £o dmal with ir.

2} The plan eliminates all woark requirements for AFDC recipients. The wplan
dravn up by the NGA buresucrcacy complefely guts the work reguirements from bhe
House~Senate conference bill and substitutes bogus reguirements designed to
deceive the public while pressrving the status guo. The work reguirgments in the
HGA plan are far weaker than those in the Democratic alternative bills supported
by President Clinmten, 8. 3117, introduced by Benstor Tom Dagchls (D-8D) in the
Senate, and the zmendment fo H.R. 4 intreduced by Representative Nathan Deal
{B-GA) in the House. In fact, under the NGA plan, neo welfare recipients will be
yagqulired to work.

3} The pilan has a pervazive anti-marriage biss. Since the HGA bureaucracy -
rejected reducing out~of-wedjock birth zates as a reform goal, it is not
surprising thav the plan ig indifferent, or effectively hostile, to marriage
throughsut, To the extent it modifies the gonferance welfare bill passed in the
House and Ssgnate, the NGA plan systematically discriminstes againgt marrisge.
Furrhey, it would penalime financially thess states which purgue a pro-marriage
weliare strateqy and rawvard thoss which concentrate on the narrow goal of
providing job-training and soployment to single mothers.

4%} The plan embodige the Clinten Adminigtrarien's "reform® gstructure. The NGA
plan incorporates many mator elements of Preaident Clinton’s anti-dependency
plang. As sush, the governorg' proposal encsurages ststes to pursue the least
effleient gtrategies for reducing welfare dependence and penalilzesn states that
purgue efficieny plans.

ABANDONTHG MARRIAGE

The most important element of any veform plan ig the goal. If the goal is set
properiy. ail othey alements eventuslily will fall inte place. If the nation seis
the wrong goal, no amount of tinkering will help. The number sne goal of
welfare reform wust he To gave maprriage and reduce izzegitimacy A1l elae is
sgenndary. Setting a gleay, pavamgunt goal of reducing iliegitimacy alsc serves
2 public education function: It frames the debate, alerts Amerisans to what is
wruly important, and establishes social sxpesctations.

The governors' proposszl is a-fallure bacause it sets the wrong goal. HGA
sEficlales declare that thers are three *orucia) elemeants® of real welfare
reform:

* Providing mere government-funded dayeara;

M 1
* Increasing ¢hild support payments from absent fatherse: and

*# fmposing time limits and work requirem. ents {with gaping loopholes? for
#elfare reciplents. nz

b — =
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n2 Statement on *Welifsre Reform” as adopted by the govermors on February 6,
1836,

The rise in illsgitimagy and the collapge of marriage do not sven meyit a
concernad oomment, let alone aggressive policiss, from the BSA. n3

13 In an PFebruary 29, 1586, article in the Washington Timeas, entitled "Can
¥eifare Refopm Survive Priendly Fire?" Robert Zarleson maintaing that the
National Governore' Association did not ignove the catastyophic rise in
illegitimacy. Carieson cites YEindings* contained in the welfare legislation
passed last year by Congress and vetoed by Pregident Clinton. The findings say
that illegitimacy is haymful. It is important to note, however, that thesa
findingz are merely rhetorical and are not linked to policy, It is true that the
NGA, as a practical matter, used the conference Hill passed by Congress as a
textual bass and amendsd it to produce ite own proposed palicy. But one can be
guite certaln that uno governor actually looked at the huge conference tome, and
it would be vary surprising if any governer was aware ¢f the few paragraphs of
legaliy irrelevand "findings® burled deep within the 650-page cunfersncs
document. Certainly no one at the NGR geems to have regarded these foriomn
paragraphe as lepovtant. ALl one nesd do ig lis*ten to the NGA's own words. In
its official statvement of polimy, reducing i{llegitimacy is not mentioned ag a
goal or “grucial element" of reform, and the REA, of courss, makes not the
slightest reference teo the *findings® on iliegitisacy.

Thus. ouar the lazt year. the focus ¢f fhe welfare debate has undergong a
radical metamcrphosis, from combating illsgitimacy to providing public support
gervices to an ever-expanding populabion of slngle mothers. Bachewing the issue
of illegitimacy, the NGA plan instead sppears as a preparation for a fuburs in
which marrviage plays a sharply diminighing role in BMmerica, znd the government
is heavily involved in mseating the needg of an ever-growlsy population of
single-perent familiem. The triumph of liberais on this aspect of the debate has
been complete: Pighting illegitimacy is "out,* and funding govermment daycvare im
xin #

The governors' plan, boryowing heavily f£rom the 'reform' gchemes of President
{iintom and other liberal proposals, dovetails ngarly with the inrerests of
America‘'s enormous welfare bureaucracy: an industry Lhat thyives on social
decay. While the plan will trim the growth rate in welfare spending slightly in
the near tersm, by falling to deal with ballooning rates of illegitimacy it sets
the etage for an unavoidable and explosive rige irn welfare and social gervige
gpending in the future.

Hor are the governors alone. Under its recently passed version of welfaxs f-*"‘
veform, the Republican-controlled Congress has committed ltaelf to spending
nparly nalf a wxillion dollars, over the next seven years to subsidize and
suppert illegitimacy and singls parsnthood through multiple welfare benefica,
daycasa, Job training, and other gervicss., Under bhe congreasslonal plan,
government will spend § 1,300 to subsidize single parenthood and illegitisacy
for each dollar spant to reduse illegitimacy. :

The NGA welfare reform plan will distort these priorities even further. When
the digk mertles on welfare rafarm, aven token efforts to fight illagivimacy
4111 have fallen by the wayaide.

The Crisisz of Iliagitia&ey
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But decisive azrion to deal with the collapss of the family 1s urgentcly
nesdad, Last yaar, aoearly one-third of Awmeriscasn shildren wers born out of
wadlock. Even worsse, the illiegitimste birth rate ceontinues te rige relentlesgsly
~« by about spe percentage peint each and every veay. Within the black
somgunity, the cut-of-wedliock birth rate (s now 69 percent. This figure asstounds
aven Senator Daniel Patrick mMeynihan (D-NY}, whoe filret issued hig prophetic
warnings about the erosion of marriage amory blacks in the sarly 19606.
Moynihan's warning was vilifled at the time, but the breakup of the black family
and the accompanying sozial calamitiss have far cutstripped his worsy
nightmares.

Ominsusly, the illegitimate birth rate smong whites now ls edging toward 25--
parcent -~ slmoat oxactly sgqualing the black rate when Moynihan first raiged his
alarm, The white family ig Ueelering on the same precipice, heading rapidly
toward the same lethal decomposition that devagtated black commugities in the
laze 1%€08 and 1570a.

The collspae of marviage and the concomitant rise in illsgitimacy togathar
form the number one probles facing America; family oollapse is the roob cause of
other aocial prablems, such as poverxty, ¢rime, drug abuse, and school fallure.

nd Bome reasons why:

* Children bom out of wedlock sye seven times more llkely to he paor than are
those born to couples who remain mayried, -

nd See Patrick F, Fagan., *Rising lilsgitimacy: Amevica‘'s Socisl Catastrophe,?
Heritage Poundation F.Y.T. Ne. 43, June 39, 1984, See also Patrick P. Pagan,
"The Real Rook Cavses of Vielent Crime: The Breakdown of Marriage, Family, and
Tommunity,* Haeritage Foundation Backgrounder No. 1626, March 17, 1995,

* Girls raised in single-parent homes on welfare ars flve vimes more likely ’
to give birth ont-uf wedlock themselves than are girie from intact non-welfare
familiesn.

* A boy from a single-parent home in the innmer city lg twice ag likely to
sngege in orime as a similar boy who is posy but living with a facher and a
mother,

Sowe would argue that fedeval actlon on illegitimacy is unneeded: 1f left
zione, the governers will tackle the prodlem on their own. Bur the governors®
ailance spesks velumen. Pew, if{ any. governors have made veducing illegitismacy a
central theme of raform; most are reluctant even to mentisn the tepis. By
vefusing to acknowledge or mention the collapse of marriage. the governors are
implicitly condening and (through inaction) ultimately promoting the
skyrocketing riee in iilegifimacy. They are embarked on a path wnieh will lead,
in the near future, to half of all c¢hildren being horn out of wedlock and raised
in government-zupporred daveare centers. This ls not reform. It is a national
digagier.

The goal of welfare reform must be to save marrisge. But the governsrs have
formally #tated thab promoting marrisge and reduging illegitimmey is not a
meaningful part of their reform plan. I¥ the House and Senate adopt the
governers' pian, they will have agreed wich them and wiil hzve abandoned even
token efforcs to stem the rise of illegitimacy and decline of marriage in
American society,

i oos

14
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THE NGA*S SHAM WORYX REQUIREMENTS

Rearly %0 parcent of Americans bellave that welfare recipienté should he
reguired to work for the benefits they recelve. In responss to this public
pregaure, the U.8, wellare establishment has a slmpis sclution: sham work
reguirgmenta that craate the illusion that beneficlariss must work while, in
fact, faw actually do. For exampie, a@ part of the 1983 welfare reform {the
Family Support Act} the public was teld that *welfare will be raplaced by work,®
Bubt the RNGA cpposed veal work ymeguiremente. As & conseguencs, the reform,
anacted by & nearly wnanimous Wipartiesan vote in the Senate, was a sham.. Daycare
funding exploded, AFDC cassload grew by some 308 peveent, and today only some 2
to I percent pf AFDC reciplents actually are requized te work. History is about
£s repeat itaeif,

A major provision of the conference bill passed by Congress is a reguirement
thar some AFUC recipientg must work, nS Segtion 487 of the bill regquires cartain
percentages of the AFDC caseload to work for benefits and provides a falrly
tight definition of work. However, even these work particlpation rgguirements
have loopholes. Por example, up to 20 parcent of those counted as working can be
in vooatlonal eduzation instead. né

n# fome of the "work? requirements in the confevence Bill are illusory; for
example, individuale whe have received AFNC for over two yvears are regulired to
#work, ¥ bul & state may count one hour of job seareh ner vear asg *working.®
Thase "requirsmenta" are very similar to the ceoswmebtic provisions of the shas
reform of 158B. However, the work provisions of Secticn 407 of the bill are
guite different, and for the £irst time in the history of AFNC, reguire a
cartain percentage of recipients actually to work

né Anothsyr ioophole permits states Lo subiract women with chiildren under zage
onie from the dencminator for purposesg of caleoulabing thelr work participation
rate. Such women sswpriss aboub: 10 parcent of the AFDC caselgad; excluding them
£rom the casslead gount effectively cuts the required woark participatiom vates
by 10 percent. '

The folloawing table shows the nominal work participation ratea in ths
conferenge bill and the real rates, once locpholes are taken indo vonsideration,
YEAR Nominal Participavion Rates Raal Participarion Rates

199¢ 15% 10, 5%
1987 20% : 14%
1998 , 25% 17.5%
19989 . 30% 21%
2000 35% 24.5%
2001 40% - 28% o
2002 50% 35%

Mareaver, in ths typlcal siaie, some 18 pergent of APBY recipients already
are emplaoyed, valuntarily, in part-time dobs and can properly be counted taward
the state work requirement rate. This meane that, in the typical state, only 25
percent of AFDC reciplents would be vemuired te work by 2002

Even this rate is far too high for the HGA. While the NGA proposal nominally
azoephs the work participation rates from the conference report, the plan
astually includes s cavernous loophole which effectively obliLerabes all work
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reguirements. The NCA praposes bo count rcutine caseload turnover towsrd the
wark participation rates, so any AFDC recipient who ever obtained work and left
AFDC could be counted toward the participation reguirement. It is important o
note chabt there alwayw has begn 4 considezable turnever in the AFRC zansload.
Hundreds of thousands of recipients obtain 4obs and leave APDY in any given vear’
As an efgual or greater number of persons anroll, This roufing hurnover gogurs
sven when total AFDC cassloads are rising rapidiy. The governors wish te he
given credit for this autgmatic turnover and to portray the BLatus guo as
successful reform. n7

n7 It is important to understand the discinction between routine casaload

" turnovey and net caseload reduction. With raseload turpover, a certaln number of
pergonas leave the welfare rolls but &n equal ox grester number enter; the toual
size of the caseload remains the sawme or increasss. With net caselisad reduction,
the actual number of persons o0 welfare declines due to & drop in envellments or
an increszge in exits which excssds new enyalimencs. Caselsoad turnover ia
pmnipresent and meaningless; it act a valid measure of succegy in reducing
dependence. Caseload reductlion 4s difficule to achieve and hag rarely ccocourved
in the history of AFDC. The goal of welfare reform is not Lo incrsagse the number
of persons cyeiad throuwgh the welfare system {although the welfars bureaucracy
weidd Xike such & goal); it is to reduce the level of dependence. Caseload
reduction is a proper measure of that goal. The House-Senste confersnce bill
established performance standards which gave states proper credit for
anti-dependency effarts which resulted in real caseload reduction, but net for
neaYs burnover.

By claiming crediv for individuals who have obtained & ok and lefr AFDC
during the last 2,4, months, a governor could autematicaliy obtain a work
*participation rate® of roughly 49 percent without in any way altering the .
existing welfare system. n8 Nearly all states would be able o meet thelr work
requirements £or the neXxt seven withoul the least change in the status quo.
Thus, the NGA Bill is almost a perfect repsat of the bogus 1988 reform. Once
agaln, compligated sham work reguirgments will be substiiuted for the real
thing.

ng NGA buresucrats in fact are demanding any individyal who has ever obtained
a job and left APLLC be counted toward the state's work participation rate. The
figqures become very complex since these individuals would be sounted in both
numerator and denominatey for purposes of caloulating the participation rate,
However, the bottom lise is simple: Bven if caseload turnover only for the prior
s#ix monktha is counted, the actual work standards iz the bill would be gutted, at
laast through the and of thig century.

Mot surprisingly. the Clinten Adminisrration ie enthusiastic about reunting
nermal caselsad turnover ag "work.® Very ginilsr foredlt for turnovepn
provisions played a key role in the Democratie alternative reform legislation
rejected sarliey this year in the House and Senate. Congressional Papublicans at
the time dencunced thege provisiong as a crude effort to deceive the voters. it
would he fronic if a Republican-controlied Congress now embraced the same
deceptinn.

BUT (8N'T ENDING AFDC ENTITLEMENTS THE XKBY TO REFORM?

tr im true that the NGA plan does end the entitlement status of AFDC and
eliminates many of the unnecessary restrictions in the existing AFDD cods,
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thereby giving greater Flexibilivy to the states. n? Replacing automavic .
entitlement funding with block.grantg alsge impodges greater fiscal discipline on
each stats. Under the current entitlement system, when a state expands ite AFDC
caseload, it gets an automatlc increase in federal AFDC funda. If a state
shrinks itg caseload, its federal funding is cut. If the ourrent automatic
entitlement funding mechanism were replaced by a block grant system, each state
would be given a fixed amount, Singe the block grant amount would not expand
automatically if a state's AFDC caseload grew, a block grant funding systen
would give states a graater incentive to curtail caselocad growth.

1% In particulay, the plan would eliminate the current JGBS program, which
hae made it &ifficult far sLates Lo operate serious workfare programs.

The ecurrent anfitzamaﬁt nature of AFDC is objectionabla and shonld be
eliminated. However, sliminating entitlement status alone ip not refors, or even
2 small part of reform. The ispact of eliminating the entitlement nature of AFDC
has been greatly overrassed. Under the ourrent funding systenm, grates must maitch,
fedaral AFDC funding in the state {(generally the state pays 40 o 54 pargent of
total AFDC coste within the state). Thus, states always have had & strong
financial incentive to gurtail APDC casslocad growth; this, howsver, has not
preventad the prograwm Irom swelling to the point where one cut of five children
receives benefits wagh yaay. .

Thers have baen recent efforts to exaggerate the imporcance of ending AFDRCU's

entitlement gtatus, Por example, it has bheen claimed that ending the @ntiﬁleme&t

status and "klock granting® were the wonly welfare goals of the Reagan .

Administraticen. This is misleading., A hallmark of welfare policy under Fresgident

Reagan wae the effort to establish naticnal work requirements for welfare
recipients. Bills to accomplieh this aim were 1ntroduced year after year during
the Reagan presidency.

in reality, elimipating APDC entitlements would have only a modest sffect on
reform. Qther far more gignificant factors in shaping refors at the stale level
are the overall framing of the welfare debate and the shaping of public
expectations;: Lhe astual goal of reform in the winds of deciaion makers: the
momantum of pazt policies; the vash influence of the state welfare
pureaucracies; and the expllicit geals, incentives, and requizenents established
by the faderal governmeni. nid .

#nid Howavar, aome proponante of the NGA plan- regard ending the sntivliement
nature of AFDC not only as the most important, but as the only acceptable
element of reforwm. Suchk individuals tend to adhsre to the philcsophy of *value
neutral vevenue sharing.” inder this doctrine, the federal government should
callect the revenue for the walfare system and hand it over o stats governments
with no reguirement ovher than thar the funds be spent to aid the poor.
According to this narrow doctrine, most of ths walfare provisions of the .
Contract Witk Americs (and especially thess dealling wirh work and {llegivimacy!
are not only unnecessary, but also highly cbkjectionable. From this perspective,
fguccess" in welfare reform necessarily means cpposing and sliminating most of
the Contract's welfare provigions as unwanted impediments on the gtates. Nut
surprigingly, the NEA plan draws very high praise from adherents of this viaw. )
However, this geems to he a perapective which is not widely shared.

CTHER PRCBLEMY NITH THE NGA PLAN

=

863
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The governors' plan would create & huge psrformance incentive fund, costing
roughly § & billion over the next geven vesrs, This fund -- a central feature of
the Clinton reform strategy -- would provide cagh bonuses to states which have
higher rates of AFDC mothers cbtaining jebs. This is a very limited and
illogical meagure =f sugcesg. For example, increassing marriage snd reducing
mir-ef-wedlosk births would have far more beneficial esffects on children and
society than merely increasing employmsnt of gingls mothars. Bul the FGA plan is
indifferent or hostile to the issues of {llegitimacy and marriage.

Even from ths morve limitad perspective of reducing welfare depsndence,. thé
KGA pian is illogical. Weifare dependence can be reduced by six neans:

- i

* Reducing illegitimacy;
* Reduclng divoroe;

* Incressing maxriaée among women who have had children out of wedlogk but
have not yer enryelled in weifare;

* gncouraging single mothersz to take jobs before they enter AFLT;
* Incresaing marriage among welfars movhers; and
* Having welfsre mothers cbiain jobs.

Employment of welfare mothere is, LIn fact, ths Igast effestive of thege six
meckanlsms for purposes of shrinking dependance, raducing child poverty, and
enhancing the well-being of children. However., employing welfare mothers ia the
mechanisy which least digrupts the ifdeclogical status gqus and ic is attracstive
toe the huge walfare burgaucracy, whose wnaterial interests requize a growing
population of welfare recipients needing more and more services, such ag daycare
and training. Bence, despite it lrrationaliny, the emplovment of welfarve
mothers remains the almest exciusive focus of the NGA plan.

The NGA plan thus is narrowly focused on the lsast sffective means of
reducing dependencs and the one which is least beneficial to children. Under ths
proposal, states which concentyabs on obher aspects of reform would bear a heavy
finangial penalty. But by ancouraging astates to focus on the least effective and
leagt degirable means of reducing dependence, the governor's plan actually will
s5low the reducticon of welfars dependenc=. nild

nli Iy could be argued reasonably thay the zewards and incentives provided in
the NGA plan sre lrrational buv that thia fact fe of lesgened importanze becauge
it im greatly outweighed by the impact 6f removing the APDC entitiement funding
mechanism. In this vigw, giving each state a2 fized-sum block grant creates as
fmplicit £iscael discipline which will drive suatves to pursue rational means to
reduce dependency, irrespesctive of the axplicit, contyary system of goals and
bonius incentives, However, in the experience of thig writer, expliuit geals,
reform concepts, and rewards play a very large role in shaping the sutlook of
gtate-ieval bureamucratsz and decisicn makers, a vole which greatrly outweighs any
implicit fiscal impetus.

Rewards for Bogus “Huccesg”

Zioin
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The BGA's foous om "exits fxom welfare,® borrowed Ifrom the Clinton
hdministyation, is illogical. The evidence indicatez that sericue work
reguirements have their strongest impact not by encouraging people to leave
gulfare, bur by reducing tha number of persons wha hother to apply for welfare
in the first plage. Similsrly, a stabe which restrictg welfare entxy to the
truly needy {thoge whs are the least able {¢ stpport themssives) almost
certainly will have proportionsally fewer ¥exitg® from the welfare caseload cthan
would states with more liberal entrance standards.

4

Trhe entire notion of measuring success in welfave by caseicad sexits makes no
gengse. Ir is lixe measuring success in the way on drugs not by a decline in drug
uge, bat by an increase in the number of persons pasaing through rehabllication,
or judging the nation's health by counting the number of guccessful exits from
hospitals -- a critserion which might be popular among hospital.administrators
but would maks no sanse for sosieby at largs. '

' Moreovar, there is 1ittis relationship between *gmployment exits* and the
level of welfare dependence or caseload aize. In the NGA plan, there is ne
requixement that *succesaful’ states actually lower paseloads. States would be’
rewvardad for "sucqess' even whan thelr casalioads were consistently growing. If,
for example, the NGA *performance incentive fund® had bessn created seven years
aus, states antomatirally would have been rewarded with billions for "success,”
wear after yvesay, while their AFDC cazeloads were growing betwesn 28 and 38
parcent. Unfortunataly, the creation of bogus measursuénts of suvceegsful reforn
ia no asccident -~ such measures are a key element in the welifare industry’a
strategy to forestall real change.

Anri-Marriage Bias

Even from the limited perspective of promoting welfare exits, the NGA plan is
ingonsistent. 'fhe MGA bureaucrats would reward states when a single mother gets
& job and lsaves welfare, but give oo rewayd 1f a mother marries and gets off
welfare -~ even thaugh the marriage is far more effective in reducing long-term
dependence and poverty. In keeping with the prevailing idsology of the nation’s
welfare establishment, the NGA plan is heavily hiaged against marriage and
focnsed on obbalning emplioyment for single mothers.

Fo Real Money for Reducing Tllegitinacy

The vetoed House-Senate confersnce bill did contain a fund v raward states
which reduced illegitimavy witheout increasing abortione, and the HGA plan
yatained this. Howaver, it is useful te sempare this illegitimacy reduction
bonue fund with the NGAa‘s *perfeormance incentive fungd,® which rewards the - - -
employment of AFDQ mothers. The perforzance ingentive fund rewards states on a
camparative or relstive scale; siates.would be ranked, and states wiih higher
employment records ralative to other states would be given gubstantial hbonuses.
Such a comparative rgward system createa automatic winners; cash incentives wiil
be pald out automartically under the plan even if the overall level of real
rerformance remains the same or deterisrates.

By contrast, the illegitimasy ratio bonus fund is linked to absalute -« not

relative -- performance, €0 a Brate must achieve 3 real reduction in its .
illegivimacy ratiec {the proportion of births walch ave cut of wedleck! in order "
fe receive a reward. The reguirements are very difficult o achisve -- so much

so that little or no benus money actually will be puld from this fund.

- o
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The HGA thus has adopted vaiy tough aksclute grandarda for rewarding
$llegitiracy veductiorn but lax comparative standards for rowarding smployment..,,.
Yet the latier standards guarantee winners. Consedquently, under the NGA plan,
littie or no money would be paid to reward states for sfforts to reduce
illegitimacy, while $ 8 billion in rewards would be given auvtomatically for
efforts to employ welfare mothers. Unce again, the NGA's relentless blas zgainst
prometing marrisge sod reducing illegitimasy is appareny.

Large Increases in Mandatory Day fare Punding

The House-Eenate conference bill increased federsl dayoave funding by 3 2
billion over seven years. The NGA plan would reguire ancther & 4 billion.
gversll, this mesans that federal daycare funding would be increased by a third.
Braves would be regulyed to gpend all the increased funds on daycarg even if
they would prefer to spand it on othsr seryvices to the posor.

T | it .

Family Tap.

‘the confarence bill prohibited states from using federal funds to give higher
welfare benefity to women whe have children cut of wedlosk while alrsady
enrellisd in AFDC; states could choose to Yopt out¥ of this restriction by
snacting spscific legislation. The governors® pian eliminates the family zap
provialon entirely. As under current law, stabes zould have a family cap if hhay
wigh, but there is no legal imp&taa for chem te do go. nis

- n12 Undex the current law, a state government must reguest a federal walver
to enact the family ¢ap. Under the NOA plan, a walver would no longer be neededrm™ -

The family cap i8 net only sound policy: it is widely supporited by the
public, Nearly nine sut of ten Americans “opmoge increasing a welfare mother's s
monthly welfare c¢heck 12 she has another child ocut-of-wedlock.? nl3 The
popularity of the family cap 18 8o great that the Olinton Administration dees
not publicly oppose the policy. NHor did the white House cite the inslusion of
the family cap provigion as a reasen for its vete of Uhe Keasa/Senatﬁ conference
“bill.

ni3 Family Research: Council pell conductad by Voter/Congumer Kessarch,
mid-Gotobexy 1995, The poll surveyed 1,000 ranéomly'selecﬁad Amsrican adults
about thely views on welfare and social ispues and has a margin »f error of plus,, | .
or minug 3 peropant. .

EECOMMENDATIONG

The Contract With America advanced three principles of welfars refors:
promoting marriage angd reducing illegitimacy, reguiring work, and increasing
state flexibility. The NGA plan abandons the first cwo of these principles
daspite the fact that they are supported overwheleingly by the public. Real
welfare reform must carry out the principles of che Contract.

Restoring a sensidle debate on marrisge snd illegitimacy is crucizl. This
ilggus has been trivielized or ignored by those pretending it is merely a
guestion of whether the fawlly cap provision in the House/Senote conférence billi™
abwould be retained or eliminated. In realiyvy, congervatives have proposed nesarly
a dozzn national meagures aimegd at reducing illegitimacey. Many were inzluded in
the Contract With America. But in each ¢ase, they have heen yesisted by the
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washingron eacablishnment and, one by one, they have been whittled away. What is
now reguirved is & complete reorientation of the debate back te the tepic of
illegitimacy. and the establishment of multiple measures te deal with the
sroblem,

In order to produce real refuorm, the fullowing ten steps are needed.

1) The leadership of the House and 3snate should assert publicly that
reducing lllegitimacy is the key goal in welfare reform and ahould commit £o an
ongeing effort to use the *bhully pulpit" to raise concern about the collapse of
marriage in society. g

2) The family cap proviaion of the conference hill {with che opt out ciauss]
should be retained in any fubure legiglation.

3} The illegitvimacy reduction bonve fund astablished in the conferense pill
is a govd idea and should be retained. Howsver, the criteria for successful
perforiance ars #o strict that even those states which make sericus attempts to
reduce 1llegltimacy will be uniikely to achieve them. 9f vourse, iucentive
bonugss which are nesrly unobtainable are not likely to Mavg mueh effect on
state plang and activivies. The succesge critevia for this fund should be
softened to glive srates a more reallistdic opportunity ¢ obtain the bonunes.

4} The NGA perfermange incentive fund rewards only employment by welfare
mothers, svean though thig is the least effective and leasy desiradle way of
reducing dependence. The fund gphould be altered to veward a composite score of
211 of the following: a reduged illegitimacy rate, reduced divorce vate, reduced
AFRC application rate, Iincreased APDU employment exits, and ingreased AFDO
marital exits. Moreover, states should be rewarded only if caseload and
illegitimacy actually are declining.

8} States should be given the option ¢f providing feod commodities rathey
than food stamp coupons to AFDRE mothers and retaining any regultant savings for
other anti-poverty efforis. By reduging the ativactivaness of the welfare
iife-style, this policy has the potential to greatly reduce future
gut-of ~wedlock births.

] The amsunt of funding in the conference bill's abastinence program saould
be increased from & 75 million to § 280 million per vyear in any future
legisiation.

7} Pach state should he reguired to submit & plan showing how 1t intends fo
redure illegitimacy.

8} wWithin the eximting AFLY program, s new sel-aside Jund should be
estarlished providing $§ 300 million per year for atates bto devise their own
programe teo reduce Lilsgitimaey withoutr dncreasming abeortion {with firm
gvaluations required}.

3} The work reguirementa in the conference bill should not be weakened or
uwndersined throuch the governors® proposal to count enployment exivs.
Parformance goals phould not be linked to exite in any way, since the best
reform schemes will reduce envollments rathey than increase exits. The hourly
work requirements for AFDO recipients, espesially APDC-UP fathers, sheuld not-be
reduced.
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10} Under the bill, daycare funde could be gpenc only for daycare even if ths
governors wish to use them for other =mervices for the poer. This “lock in® of
tha daycare money should be eliminated ip furure legislation.

CORCLUSION
On the erucial igsues of work and illegitimagy, the NGA plan resembles the
Democrstic alternative bills introduced in the Weuse and Senate much mors Lf/f

#ipgely than it does the original fontracst with America. Indesd, tha work
- regulremsnts in the NGA plan astually are wegaker than those in elthery Damgcovatic
»ill. : : .

The welfare *reform* proposed by the National Sovernore' Aspociaticn ifa. i
reality, an anti-reform. The KGA has abandoned the geal of gaving marriage and
reducing illecitimacy. Inetsad, NGA officiale ¢all for a magsive investment in
govarament daycare for an expanding popuiation of gingle-parent families. The
HGA seeks to abolish the work requiremente in the conference bill passed by the
House and Senste and to gubstitube sham reguirements in their place. The Bill is
blased againat marzisge. The NGA has adopted a reward and incentive system which
hag as its exciualvs goal the employment of single mothers deapite the fact Shat
this is the least effective seans of reducing dependence and improving
chiidren's well-being.

gham raforms such as that proposed by the NUA are vexy havmful, By ereating
che {ilusien of reform, bogus refors Teduces public pressure for change and
thereby helps to preserve the existing system. The bogus welfare yeformg of
1883, created in large part by the KEA, delayed action o real reform for neaarly
a decada, This sad wmistake should net be repeated.

Naothing written here is Lo be construmd as necessarily refiecting the views
of The Heritage Foundation or as an atiempt t¢ aid or himder the passage of any
»ill kefore Congress.
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Wo hope thut you will consider throughous your dlsaxssings aor streng belief thar s
separate welfors sefors T s e right teing 0 do.

W
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Cangress af the Mnited ftates \
T e

May 19, 1996

4

President William 1, Cliston
Ths White Hoaue

1600 Pomnaylvasis Aveame
Washdngton, DL, 30300

Dewr Mr. Pesgideny:

? r

We welcoms your seencics concgraiog the innovative wellys proposed
by Govepnor Tomumy Thompson of Whoeonsin, Ths Wikcousin propessl is very similar
w0 o Republions weluo refirm Bl you vetoed last yaus, 30 we aro hoartonsd that
your welfioe poaition may dave changed snse sgals. Howowa, boasiise Tere e

many diffencet batwotn your cumrent astonal walfire propousl and the poddes you
mwmmmmmwmmmmm
ground to by confinnd about where you stazd on axtionad walfrs reform.

Wo must redid you that scrions speak Jouder thim words. W!&M
mwxw’smmﬂkwwmmm
lasting comumimnest to weifsry reform. | hﬂm%mme
Wammmmmmmm an suntyels of
your Suiftont dntioond wrifire prosossl shows that whats good mengh fiw Wiscansio i
35t goud enough for the naticn, Yummmia%wm
of Wisovnsin's welfism rafoymns.

The sioed Sur weifars tofoem is clear. Ths American people ko demanding #
atd the pegple on welflre must have it. ' We have abeady logt too many pecplo 0 D

PEZATE AN oL WOt BZ:TT SBAT=GF-Ar
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mm@mmmmuwm%mme
vetond our twe pwvlous welluce sefopn proposats, W are willing 1o work with yau
ourt 4gain ¢o this laspartant lamse. Only through coutinuonk, e dislogue ses we
mmmmmmwwm&w

We bave Just comaleted 8 detallet anshysis of the nscional weliier: roftem
propossl oguiaingd b your 1997 bodpet plsn, and we regret o agy it we v deeply

dissppoluted because your plan does not thne Hamit weifieo bensfics new Gdes it tequire
;zmmm%@mmk‘vmmm
propassl encon/uge Reilics t RpRon themselveg, & encournges
comtinged welfire instoed of work, and B pevpotuntes the ruisguddod practice of
Roviding weifioe & son.citizma, Your bt sisy doox nothing o gop the conom
practica of paylng weifisy bonefits ty fulons sluing ts our nafion's jalls. Fimally, your
biii‘s contipuation of inflexinle fodaral gogtrols guaeniees B the worm foshas of
uxiey's Duilod welfive repims would continge indefinitely, Wo beve cutlinad below

oW |G conceras.

In ahart, Your WRIfRS propons] soamine oy el S, |
1 Your welfers reftires plan "propose® x five-sasr ths lmit on each welfars
keaafits, bt it hus 90 many tions few ftiiins worlf avor be affiend. e

 Undor your plan, few welfire reeipleots would sver roach te fve-vear Sy
E . ‘
of Sunilics o wellkeo would be considered mxempr i8 amy gives mooth,

F : )
Fer tione who scalally 4o reach O Bve-yeer HmiS, your hi2§ mikataine the
indefinitaly wmmm 2 & only by spplying 8 real Bvo-year
h aly. M. o , e
tizpe Hmit cra wo tamsfany weifioe (290 fopusson sgaI0N the worst of thmes, Instesd
of the litstime piarstve of unsarned by, :

r 4 W#MM&@&Mmmm fxmile B0
svoid work for years and places shuen Yooark reguirenests™ on States

‘ Your pisn regulses Sutes 9 st up chucetion ind training programs S svery
work-<ligitle paress who ip st werking within o year of onto weifery.

Afer vwo yetes in thise programs, you sky that werkers must or Jose welfhre
bensfits. The casch? Thin tequitenent doss mot ke sMct oniil October 3003, M.
Presidan, we pmust a2t oo iF v 2 & syve the most peody in oUT sOCinty, B0t walt
six or sven mote yaars by cesting & egioc Ioophuty tot sliows Mumiliss to collect

= e et A
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Your plan b to provide State Hoxibility fo many other ways, . Unitke
LR, 4, undet your bill Seates would sor huve 10 Hinit bemefits to fower than
fvo youm, wrd Suates would e required to opento a preseriptive fadevnl *work
fleat” (starting &z FY 20043 job wraining programs. Statan wecld be miguired ta develop

fndividusl rosponsibility plens fhr cvery new welfier fignily, henefite the
Btate wensid Save 10 10 psxipt faenilies in proparing fr wack,  Finally, $isies
would hve litde 1o Umit Stato srsd focad wollies: beseBts S ponciizons,

B, Provident, we remain hopetal that tils year will be the Yinal year of our
patlon’s fadled welfars system. Surely, thwac Americens wind have Rued on walfu:
foxn one ganerstion 1 antsher descyve ¢ chaoee 1o do betler 50 fo achieve mere,
Howoonr, afiex comsidiriag some of the bey Tstaires of your pha, 11 &y cvidient, despita
your radic address, thar ure i 30711 4 lang way 95 30 before your aciioms match your

We look Srwwed to aking scon oo sutions] welfae rofimm (is year and bope

10 have youor sppoRt. ,
Spesker of the Howse Hogne Malorlty Lesder

Bill Archer ' | E, Chay Shaw, 1.

Chatrman, Houm Clormmittes og Chuirman, idcenmsine ox

Ways and Moss | © o0 Fumen Resoorees, Honse

N ammm———c
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BRUCE REED DATE: May 31, 1996
Y
845 | Y Dan Este
p—
9:35 | Maura Cullen
9:44( N Marty Parrets in Cambridge
450 Mary Jo Bane
10:30
10:00 Whitney, WH Bulletin
10:01 Rahm
10:16 Janet Murguia P6/(b)(6)
Re: POTUS meme she's working on for his visig with House
Dem Govs next week -- needs to talk with vou for guidance on
WR
13:20 Frank Aukofer
13:45 Nicole Elkon, Advance & Scheduling Office
Re: POTUS Trip o Princeton
13:55 | Rob Shapiro
11:00 Chad
11:05 11:15 MEETING ON TEEN PREGNANCY IS POSTPONED
i -
b\ o 7 No s e
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Thomay R Carper WASHINGTON OFFICE %ﬁ?
Governer 443 North Capitol Street, NW, Suite 230 (} Q }7 $
J. Jonathen Jones Washingten, DC 20001
Fax: 202/623 - 5495
Muury ], Callen
Deputy Dirsctor FACSIMILE COVER PAGE
TO: / .
FAXS#:

\
FROM: ___mm—" , Office of Governor Carper, Delaware

DATE:

# OF PAGES: (INCLUDING COVER)
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Please note: The pages compruing this facsimile transmission contamn confidential
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1s intended solely for use by the individual entitly named 15 the recipient thereof. If
you are not the intended recipiear, be aware that any disclosure, copying, distribution
or use of the contents of this transmission is prohibited. If you have received this
transmission in error, please notify us by telephone immediately so we may arrange 0"
retrieve This transmission at no . cost 10 you.
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Cangress of the HUnited Htates S
Washington, BC 20515 S

hane 13,1896

The Honorabk Newt Gingrich : Thae Honorable Trent Lot
Speaker of the House Sepate Majority Leader
U.S. House of Representatives - United States Senate

The Capito! ‘ “The Capitol

Washington, DC 205 15 Washington, DC 20510

Dear Speaker Gingsich and Majority Leader Lott:

As the House begins to move forward in our promise 1o balance the federad budges and
contain the escalating costs of estivlement programs, we strongly believe it is in the best interest
of the American peoplz to send the Welfare Reform bill to the President separate from any other |
begistation, including Medicald reform,

Republicans and Democrats, governoss and legislators have overwhelmingly egreed on
the immediare need to pass welfare reform into law so that people can begin to it themselves out
of & cycle of perpeiual dependency and into the workforce. This reform ig critical 1o saving the
children being raised in the welfare state and to bringing relief to hard-working Amencany whose
tax dollars fund this dependency.

Welfave Reforais just tos importiant tg risk defeat due to its connection with other
legisiation that miay not be ag overwhelmingly supported. For those who do not support real
Welfare Reform, there shonld be nowhere 1o run 1o and nowhere to hide.

We stand ready 10 work with you to ensure that the President is gmn the chance to sign
of vero o seprrate Welfare Refoom bill.

' Sincerely,
John Ensign 2 ‘ Dave Camp .

FRPTED CH ARCYCLER Palmil

JUN-18-3596 18755 " g2x P22



Cangress of the {inited Htates o
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o Tonn 13, 1596 - _
The HanGrible Newt Cngrich The Honorabie Trext Loty
Spenkar of tho House Sezme Mejority Lendet
U.S. Houte of Represerantives Unitext Stetes Benate
The Capitsl : The Cophiol

Washingion, n;-mzs ' . Wihagian, DC 20510

Dear Spetier Gingrich and Majority Lasder Lot

As the Houxs hegins to movs foreurd ia our promias 1o balance the fodern! budget and
contam the escalating costs of entitemens programs, W stromgly beliove & s in the best Interes
of the Amorican peorls vo seud the Welfare Refoom bill to the President ssnsrgse Som xay ether
WMW&M

mmmmgowmwmm agrved oa
he Irmnaface seed to pass wetfiyre reform into bow 5o Mpmplwmbuanm LR themselves gur
of & cycle of perpetual dopendency and i the workfores. This pefiem is exitical to stving the
ehldren Dring ealsed i the welikes tate and to bringing refied to hard-working Americans whose
" tax dolars R thls deponidency.,

Welfare Reform is Just ton kmportact 66 riske defeat cue o its comnection with atber
tagislption that may not he my overwhelmisgly nuonortad, For those who do not suppoct real
WMWWN&M%MWMW&M

Wo stand resdy ta work with yog to m&nmmnmmmwm
wmam&:?fmmﬁﬁ.

- Sincerely,

L]

Deve Camgp

Nt L
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Thomus K. Carper WASHINGTON OFTICE
Lisvernor 448 North Capite! Street, NW, Syuite 238
1. Jonathen Joues Washingren, DC 20003

Phone: 200/624 - 7724

Plrggior
Fax: 703/624 - 2488
Maura J. Cullen
Deputy Director FACSIMILE CCVER PAGE
r;? *
TO: 5 Vel /)(zf:{i‘/
FAX#: 4 57 ””5%‘5 7
FROM: f%@{l{(tﬁ-» , Office of Govemer Carper, Delaware

DATE: ﬁe/,%{::‘/ Gl
)

# OF PAGES: - (INCLUDING COVER)

NOTE:

Please note; The pages compnsing this facsimile transmission coarain confidearial
information from the Washington Oiiice of Covernor Tom Carper,  This information
is intended solely for use by the individual entitly named as the recipient thereof. If
you are nor the intended reciplent, be aware thar any disclosure, copying, distribudion
‘or use of the contents of this transmizsion 15 prohibited.  If you have received this
transmission in error, please noufy us by telechone immediately so we may arrasge 10
retpieve this transmission at 0o €Ost 0 you.



I 8085, BB rrov senaTE PER. SALLERY 2222283489 P23

»

0B/257%8  BR:20 TIRABRASKY %I L¢ OFFICE +++ SPEAXER'S OFFICE @eoz/tos
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RepugiicaN GOVERNORS ASSOCIATION
NOW AMERICA'S SHAJORITY
Juna 25, 1998
The Honorable Trent Lott ‘ \ Tha Eonorable Newt Gingrich
Semate Majarity Leadar ' Speaker of the House
$230 .8, Captal -+ H233U.E, Capitel
Washingtan, D.C. 20510 Washingtan, D.C. 20515

Dear Mr. Leader and Mr, Speaker

Iin Fabm&ry the nation's governors wnanimouxly agreed on a strategy to
reform the federal cash welfare and Medicald proprams. This blpart:s:a.n reform
plan is cwrrently making its way through Cengress.

Yo belisve strungly that welfaro cannet e reformed mthout addressing
critical concerns regarding Medicald Wo are wancerned, however, that
legislation might maove fuorward without provisions to v an overly complicated
Medicaid systern that is f2iling the very families it is mzppose& to help.

Thore ia po question that thess fwo izruss ore inextricshly Lnked a.::zd
cannot be seperated. In f&iﬁiz continued rigidity in one program diminizhes the
value of Hexibdity in the othar. Medicald snd cash welfars sre wutually
dependent, and failure to reform both will wean the fallure to reform either,
Neither the states por the people we rvpresent can sﬁ‘zmi ts fail, Too many
fawilice are depanding oo vsl

Thick of those i3sues o ansthey way. 1 you went to the doctor com
of chest pains and 8 broken leg, you would expoct the doclor to-treat both problems.
However, if the Congress only sddresses welfare and not Medicaid, it would be
b.}.e seiting the ‘amkm leg and izmoring the heart problem.

For example, many families bezome dapandent on welfars mnmly because
they need the health cars coverage provided by Medicaid, At the gams time, &
barrier W leaving the welfare rolls is the prospest of lczsm.g Medicaid coverage.
Under the currant sysiem, stalss 3¢ saverely Lmited in their ability to address
this Catch-22 that perpetuates dependence.

310 Fesy ﬁ*ta?r Soumieasy « Hasumorey, DO, 30007 {20’2%8&3 ~BHET » FaXx [292!863»855&
- . Pl foe by the Sepvblivan Govertors Ansochs i
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R&fammg the Medicaid systers means removing burdm&me federal rules
and giving wore flexibility to the states te solve this problem and to design
inmoavative ways to deliver services thal reack more people. A5 a result, the states,
the federal government and clignts will be able to share the cost of providing
Medicaid coverage to more working familiss. In additioxn, states will be able to
run the program more efSclently and ¢ choase the types of covaraga that halp
peopie wbs:t need help the mnsL

We beliave that removing Mediczid from the reform package will lend
credence to invalid eriticems of qur pian. Cootrary $o the defenders of the status
quo, the truth is that tha Medicaid %smmmmg Act protacw ‘m}zaembla
Arpericans hy

» guaranteeing eligibility for low income progaant women, chﬁdrm,
elderly and the dsabled;
* providing a gerercus comprehensive medical benefit pad:age,
limidng prmuz:. and mmsi-sharine charges,
.* retaining cwren! law Durdng home standards and regpient
protections; and,

* increasing Medicaid s;md.ag substestially — an increxse of $5.5% over
the pext six years. .

By wide margms the Amuricen zzwp supparﬁ reforming the walfare
system by requiring work and persenal responsibility. If we den’t include
Medicaid in our reform plon now, public pressure to address this issue will fade,
and an historic opportunity will be lost.

" The bottom line is this: If ovr geal is independence for more stroug, healthy
familting, Congress must reforw both welfars and Medicaid

Sincersdy, |
Jobn Engler ’ _ éw%w
Goverbor of Michigan . © Governor of New Hampshre i

Chairman ‘ Vice Chazm:an

¢¢;  Senator Roth
Copgressman Elley
Congressman Axckar
Copgressman Shaw

TEfinfirde -
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By MitsEy Haus

Many copservatives seem o thiok that
2 Washington based cabat of Hbern! b
regucrais and aclivists seerelly piols o
mainiain an unpopular, fallod wellare sys-
ieen. After a decade wilthing the welfare
beal, I think 'd know i gueh 3 conspiraey
veally existed. And | can agsure veu #
does. Sorna of my best friends are mem-
bers. They're prefiy good-humeored these
days because, in the eplc batte aver wel-
{are refarm, the left i5 on the verge of
achieving a stunning vigiory: {he preser
vation of wetfare™s stalus o until at teast
1997. When they aren'{ conspiving, my
friends have staried to chockle about how
they've snookered the right again.

Gnly lour monihs ago, radies) weifare
refarm looked insvilahie, The House and
Sensate had passed bils fuming the basie
welare program, Ald lo Familios With De-
pendent Childoen, over 1o the states {n the
form of a bloek grant, President Chaton
kad actuaily endorsed (e Senale plan.
The pro-welfare eonspitary was demoral-
jzed ta the point of dusperation. Al that re-
mained was for the Republicans to merge

the Senate and House bills, avotding pro- .

visions that woutd give Mr. Chinton an ex-
cuse 1 change his mingd,

An Excuse

But the Republicans {and 3 leaked 2d-

ministration stuty ciaiming the Senats bill
would pish 1.2 million ohiidren into
poverty} gave him that excuse. Mr. Clin-
ton has opw veioed the GOP thck grant re-
e twice, without a nolicesble sutery
frem the press of public. My libera itfends
are increasingly ronvinced that no legisia-
titn will be signed befors the November
election. “There is nothing so exhilarating
as te be shot gt and missed,”™ gloats Sen.
Daniel Patrick Moynthan (D., N.Y.), whe

‘strangely has emerged a8 AFDC'S leading

delender. |

How can the Il be se confident —espe-
ciaily since Mr, Clinton has pointedly kept
open the possibility of signing 4 $weetened
block gramt B, and the nations” governors
recently proposed fust sach a plan? Be-
cause the [ knows B can rely on Hs Dest
iriends in this welfare batiter Washingion
Republicans, Repubficans, sapecially con-
servatives, seem slmost determined nof to
reach a welfare deal, thus leaving in place
the system they claim to despise, They've

talked themselves into this perverse posk- -

tian with twp sords of arguments: one Lacll-

cal, the other sybslantive.

The sow-Tamitiar {acticad arpument as
sumes thal welfave i 8 part of the prest
dentint rhess maieh boetween President
Ciintan and Senate Majorily Leader Boh
Bole. I Sen. Dole puts snother weifare Bl
on Mr. Clinton's desh, (he srpument goes,
it won't be ane the president can sctually
sigen andd Bike credit for, Instead, Sen, Pole
ad bis steategists will snginesr a bl they

Phle "iet's make a veto” strategy may not
work very well. Me. Dole, remember, is 2t
ready tarred 88 & partisan cyale; s it a
ghod cyrdeal calcutation for him Mo make

such an obvionsly cynical caleulation? My,

Clinton, dur his part, moy be surprisingly
suepessit defending a velo, aspooiatiy §f
he's velutng & package that inpludes Med-
leaid changes, which have proved anpips-
lar in the past. And being able (o say "wp

Republicans, especially conservatives, seem almost de-
termined not to reach a welfare deal, thus leaving in place.
the system they cawm to despise,

ke will produce 4 vete, probably by fink-
iy It fo controversisl changes in the Med-
icalid program. Sen, Doie can then use M,

Chintny's veto $ “sharpes” the “contrast? -

between the garties, blasting the president
a5 & talker who sald he'd reform welfare
amd didn't.

TOF course, thete 15 one smaﬁ drawbazk
to this strategy, as Journal columsist Payl
Gigot admity, evén while urging it on M7,
Dole—it means “ending any hope that [Re-
publicans] can ged anything meantngful
scoomplished this yeur.” In other words,
the gncient conservative poalof abolishing
the AFDC entitierment s ta be sacrificed in
the gynicat mursuil of trahstiory elecionsl
advantagn,

Naturaily, my conspirmiorial fberal
frizsods privately applsud this brililam
strategle catoulstion, They now that das
year was the vonservatives' best chance tn
butl & century to transform welfare, They
know Ehat the history of weliare is the his-
tory of dramutic reforms that were almost
enactedd, put off untl] “the next Cohgress,”
gnd that somehow never happened,

They &now, tog, thal even if Mr. Dale

© pulls Bis vetobaiting stunl, Mr. Clinton is

gtill jikely 1o be reeelected-and what
chance wil & conservative block grant
pian have then, with & lame duek Democ
Tatie prevident fraed from the peed toshow
ha's tough on weltave lo please the elog-
torsie? They know that even i Mr. Bole
Hoes win, he, too, is far less lkely i book
kindly on a block grant bill in 1997, when
he wilt be tempiad to distance himseif
pregidentizlly from Newt Gingrieh's con-
gressional Republicans. By all means,
they nod, wait till next year. Heh, heh,
The trony is that, for all its cunning, a

reformed welfare™ would certainly help
Repubticans hold on to the House.
« What most terrifles my Hiberzd sequnin-

tanees i e pospibliity that the Repabil-

cans will suddenly wise up, make g fow
mesre cotcessions, and cat a deal with Mr,
Chntoy {het preserves the essence of their
reform, which is'the end of the AFTY enti-
ﬁmem. But, my friends note contentedly,

there Is little xign of this happening. Soy
attempt fo reach such a compromise will

" run Into a second, substantive, argurment

tavored by the Republican right: that the
GOP slready has given away o much that
welfare reform i5 simost not worth doing.

memtzmymmwrmmmm}?
weifare deal, after all, is the governors'
Mvgmm;zm Y&Raberti{m:,tham«
figandinl wellare snalvst of the Heritage
Foundaiion, charges thal . this plan &8 5
“sham” that “biithely igmores - Amearica’s

Mo, 1soelaiproblem:thecaastirophinvisent

Hlegltimacy.”Mr. Rector'scompinintshave
beentakenspby the ChristianCoatizinn and
by oonservative House Repubileans sueh as
Jim Talagnt gnd Tim Hutchinson,

. But wait a minute. For decades conser-
vatives have argued, plagsitly, that e
githnery is subsidized by the “$iberal wel-
fare giste,” malnly by AFDC payraents to

unwed mothers, The govermors bioek

grant scheme abolishes AN, States
soidd slash wellare paymenis, fsrminale
ihem alter bwa years, or doaway with oash
#d entirely. They could deny benedits to
umwed mothers or o tewn mwthers. They
eouid diseournge patential welfzre moth-
#r§ by Imposing strimgent work refpiire-
ments, The block grant system even stacks
the deck in a righlward direction: Gover-
nore will have a powerful incentive to

Preserving Welfare As We Know It

compete al making their states intun-
pitable to patential recipients (the “race to
the bottorw ™),

Thig watldd be a revolulionary, radical
change, wiich is why liberals are apoplec..
fi¢ sbout . I8 more radical, in some re
specis, than the wellfare plan in the Con
trant With America, which dide’t mandals
APDE bloek grants.

in compuarisen, Mr. Rector's complaints
are insigmificant. His eone substantisl
gripe, that the governors' plan doesn’t
pmurdate 2uy work, will almost certainiy be
audressed by congressional modifivations
aceeptable to Mr. Clinton., Congress is alsy
planning to add the right's precious “fam-
iiy cap.” which would eneourage states to
deny eatra payments 10 welfare mothers
who have sdditdonat children while on
AFDC, But even the family cap IS & el
therly mudest innovation, affecting only
the $56 or §50 2 month sxirs 3 mother typ

jeally gels if she has anather ¢MIE, not the

several-hundred doliars she gets for i’m
imitint child, .
Pltlably Triviaz

Thie rest of the chznges that Mr. Rector
deviares "would be fiecessary for me to say
{t was a good biH™ amount to g pitiably triv-

" i8] “mnti-illegitimacy™ wish Hst, He wants

3125 milion mare for an “abstinence pro-
gram.” A new $300 milfion “set-aside tund”
for “siates to devige their own programs lo
reduce llegitimacy.™ A public declyration
that “reducing Hiepitimacy isthekey poal.”
Neadless 1053y, the fiberal pong

ate delighted to see the Repudiionn tight

{hreaten to kill welfare reform over such
wispy concerns, (o fact, they have beon g’
etly egging the Republican “antiillegiti-
maey” [action on. When welfare refarm
$lis, I half expect o see Marfan Wright
Edelman send Robert Rector a biz bouguet,”

Imagine that, two years ago, you'a told
vonservatives that in 1996 they would have
& chanee to end the AVIXD entitiemnenl ond
seould throw i gway. Histortans of the fu-
ture may produce volumes expisining how
Mr. Gingrich ang Mr. Dole suceeeded in'
snatching defzgl on wellare Irom the jaws
of vietory. On setond thought, | take that
back. FHstoriang, like volers, tend to pay
attention fo politicisns winr actunlly ac-
comptish m&hiﬁxg

Mr. Kaus, quther of ":f‘!w Bud of Equaz‘

ity™ {Basic Books), Is a condributing editor

of The New Repubfic,

!
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Steve Yokich, 2 3-vear union man who
too¥ the helm at the United Automoebile

Workers fasl year, claimed fo be hallbent’

an reversing the UAW's shrinking mem-
bership, arganizing the Hondas and
BMWs, dad bringing the indusiry's
nonnion parts supplers back vnder col-
lsetive hargaining. Mr, Yokich, in short.
has whistled a jof of dixie.

Wheh the crunch comes, the union has
Adways swallowed sitsourcing and layofis
for these net Blessed with saniority. That
has seersed the better part of valor than
accepling pay cuts or allowing younger

| Business World
By Holman W. Jenking }r.

workers i come aboard a% g8 than the
union wage. The result Is plainly vistble in
the industry’s skewed dimographics., Even
& downsizing Big Three will have 10 hire
235,850 fresh bodies gver the next six years
beecause of the unnafurg! rate al which its
UAW work force s aging. Ironically, sec-
ond anly {o job securily, the biggest issue
in the Daylon sirike way the sirenvous
pace of wark. Playing cost cateh-up with
its rivals means Gengral Molors has o
wirk its graybeards havder and fonger.
iy the union’s swn reckonlng, the av-
prage age bl ity nuto workers i3 49, Half
are five years or less from a pension un-
der the “3B-years-and-oul” provision, ne-
gotiated after the iast big strike in 1978, In
- the next few years, tens of thousends of
gutoworkers wit be retiring at 50-59% of
fulf pav, many while stii} in thelr early
805, Necessarily, the UAW's tactics have
teen shaped in the agenda of these older
workers, which is fo  defendt ‘their
endgame benafils at all costs.
Cutsourcing was the Issue in the Lond-
stown sfrike four years agn, when again g
handfud of UAW old-timers exploited theiy

What Price Job Security?

strategic pesiftony in 2 parts factory to

. shut down some of GM's hestselling lines.

The outcome was hasieally the sams, 88
got ity way on cutseurcing but promised o
save 241 jobs so the usion could dole them
it on the basis of seniority. In Dayion,
GM was allowed to transler work lo &
nonunton suppiler in South Caroling, Oth-
ers jobs will be found for the existing
UAW staff, amd each will alsy get 3L700
for unspecified “grievances.” With 3,500
workers at Local 688, the agreement was
watified by a 9% vite of only 739,

Now, working in an sute plant is pe-
body's idea of day st the besrh, and i
woukd e chierdish to begrudge some griz-

zled veteran 3 fow more years i the job

-that“is pusting his kids through colliege

ard, in another year or twd, {he pension

that wilt detiver him {0 8 Becure reiire-

ment. Bot depending on whether GM o
the UAW is doing the taikiag, the number
of jobs saved in Dayton was 128 or 290
This, at & cost of per-
haps $1 bitilon o for-
gone profits at GM,
fayoifs of 178000
workers, and untold
pain o hundreds of
companies that du
business with Gen-
eral  Molnrs. The
Commere
ment estimates thaz
the cost of thﬁ stri%g K
was appeoaching
pillion. With all due P Yokich
sympathy for the grizzied vetersn, the
orice for his “job seonrity” is prelty steep,
For most Americans, the way io eco-
piomwe security has to come thyoupd an up-
grading of thelr skifls, not (he {hreat of
wreaking financial haver on thelr employ
ers and the economy. And part of the dead
is that, sometimes, yoi have 1o take your
Tumps as compandes are downsized, foltled
or leave town, The victims aren't happy, of

~

couree, hut most peaple soeepd Lthat 2 job
uitimately hag to pay its.way {n a compet-
ttive pconemy. And & job that doesn'tis go-
ing to be a precarious proposition at best,
GM's North American operationg lost a -
stupendous $32 biflon in the early 1960,
and we have the benchmark of Chrysier
and Ford, whose per-car cost 18 §2,000 lower .

A19

gradually surresdering the aulo indusiry
{0 Japanese Yransplants and nenunion
parts suppliors, Al the while, an ever-
smaiier, ever-grayer cadre of AW mem-
bers has been retrerting imio 3 high-wage
redoubt within the Big Thiee.

It there’s 2 lewson here, it may be that
the only Htmg worse than no job soourity

. than GM's because ey Nommrwoi iismas {1 the wrong kind of job
outsouree more work, We "%mg?}%’"‘,ﬁ“s%- ok securily. The right of
also have the Hondas, Toy- ; émé%%}“ﬁ%@gﬁi“ haem ] workers to assemble and
otas and Niszans who have 4 w}wm "fé“ V)| speak  collectively iy
set up f{actories here, and ﬁbg’ﬂmt {1y ’“”anf guaranteed in the Constl-
bt B g ) Bl R o
ing so. Thanks 1o the pro- |1} yab agggrzty £ tlon of an employer 10
duetivity of American work- g}?é“f mné«;}g'ﬁd bargain “in good faith"
ers, our Infrastruciore, and b’ R | with 2 labor  union,
our domestic market, the ﬁw Sg,,cggggi}’%% : whether or not the e’ -
1.8, 15 the place Yo assem-

bl cars these days—as long as yoi're not
saddied with g UAW werk foree,

Those jobs that GM slolied to phase sut
in Dayton are devoled fo turning out &
texknologically outmoded brake at a labor
cost three fimes hgher (han the braking -
syslems made by workers at the Bosch
plant in South Ceroling. In any of the In-
gustries that have popped up in the fast 30
yaars to dominate the. soonomy, this
wouid have been an open and shuf case,
But for OM, it meant belling the com-
pany. And-yet the UAW's hatf-nelson on
the aute bustness (5 an secident of his-

, & eresiare of New Deal lahor legis-
, the esspace of which wos to feach
yafonized workers fo depend on the strike
rather than on their skills and productiv-
ity o fustlfy thelr jobs and wages,
“The Wagner Act was passed in 1995,
Within 18 months the UAW was dorn and
gonchnded 3z firgt collective bargaining
agreement with Ceneral Molors. Less
than 17 years jaier, private sechy sndon-
{sm: had peaked and has been a disap
pearing force in Americs ever since. The
UAW iself has survived st the price of

plover wants 1o, and the

“whote panaply of administrative faw that-

enforves Hus ebiigation, is something slge.
And at best, this has been 8 gilded cage
even for the supposed benefictaries.

. “Freedom of c¢ontracht” afler i, &
miore than just 2 Hbertarian fetish: s s
powerfid incentive for workers to Seek the
skils thut will aliow thens &3 remaln viable
in the muarkstplace. This I8 why Congress
excluded supervisory personned ffomn cov-,
erage of the Wagner Act. When ihe law
was being avnended in 1947, one supparier
said, “H seems wroag, and §tIs wrong, io
subjest people who have demonstrated
thelr initiative, their ambition and their
ahility to go ahead, to the fevelling process.
of . ., anfenism,” [ngvitavly, the granting
of speciai rights {u a group of people just ©.
herause they ¢all themselives & labor zzzz!zm :
has only served Lo trap them,

If you would know why teng of thou-
sangds of the nation’s grondtathers are
stifl busting thelr bunions on ar auto as
sembly line, and holding the rest of us’
hostage while they huff and puf! thelr way
to thelr pensions, the simple answer i3
that the labor laws made it that way.
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HIATE OF NEVADA
EXECUTIVE CHAMBER FELEPHONE
Gaphrol Carplan . _
YOB MILLER Cxzscn City, Newwda 89710 x s
March 14, 1996

FOR IMMEDIATE RELEASE

Contact: Jim Mulhall, Gov, Bob Miller's Office, Nevada, 70R-687-5670
. Charlis Salem, Gov. Lawnm Chiles' Office, Flurids, 504-488-2272
Jim Carpenter, Gov, Xoy Romer’s Office, Colarado, 303-866-2471

Republican Governors ‘Jump the Gun!
* ¥ Demecratic Governors Reffirm Bipartisan Support Jor Medicaid and Welfare * ®

The three Democratic members of the National Governars' Association Medicald Task
Poree were disasppolnted and concerned taday by the asnoupecment of their Repablican
oolieagues and Speaker of the Houss Newt CGingrich that an agreement has been yeached on
substantive and procedura! issues for handling Medicuid and welfare refarm.

) *They’re geiting u little shead of temsaives. We still have serioys substantive concarsa
a3 well as procodural conczmg on the Medicaid proposal,” aid Nevads Gov, Bab Miller, NGA
vicechalr, "We have betn working in good faith and today’s announcement was uofortunats
and extremely premature.  Recent history should tell ys one impartant lesson ~— if we want o
get things dase, wo teed 0 work topether -- bmnmmuhnmmmaz
Gm’m:mandmcﬂpimm,

“We still want to work togather, tut there must be bi-partisan participation at every step
of the way, not just when it seemy to sw ons party,® ssid Gov, Miller. *We have not given
wﬁawmq&wmsoutmmﬁwm&mbmmém Thess programs
afe 100 important to the states and the people they belp.*

“Hi-partisan fmeans lwo parties, not Republican governors and Republican I:gmtams
deciding things. Moum«mwwmamumm The Republizans®
recent actions threaten thad very bhi-partisanship,” said Gov. Laweos Chiles (D-Fla.), “Bi-
pardsanship means Democygtic and Republican govemors and Demccratie and Republican
members of Congress working wgeiher with the White House to pass a bill ws can all support.

*Passage of Modicaid reform Jepisiation this year will not be successful unless it is
drafied, sponsored and passed in « bi-partisan way, There is mere work to be done,” said Gov.
Roy Romer (D-Colo.). MORE.. \

[k ]
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*We have yet to agres 10 4 final draft of the Jegislation, incloding specific language on
2 hast of lssuss,” said Gov. Chiles. ™ No Demineratic governor, no Democratic member of
Congress nor the President have seen the so-called ‘Governary’ BUI' in a final form.*

*We are very disappoinied the Bepublican leadership in Congress and the Republican
governory chose 3 partisan sctting wday to comment on the ‘sorkdn-progress® that is the NGA
Madicaid proposal,” said Gov, Romer. *Moreover, Democrstic and Republican governors have -
fot yet agreed that the pasage of wellire and Madicsid should be Hnked.

“The nations govemors were fightly pradsed when we agreed en an outline for Medicaid and
welfare reform in February. It would be a shame if that pealse turnad to criricism because of
ﬁmtﬁmm,.iﬁd%.ms *

Qver the pant several months, 2 task fores of six govemors have come together o
negotiate op behalf of all the nation’s governon with the Faderal govemment on the issues of
Medicaid and welfare reform. Those govermnos inglode Tommy Thompson (R-Wiss.), John
Engler (R-Mich.), Michael Leavitt (R-Utah), Miller, Romer, and Chiles. The governors met
as recently as last Tuesday in Chicago to iten out differenses and talk sbout legislative strategy,

*39"'
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RNC WELFARE AD IS WRONG - Geghos

The Republican National Committee s running a television advertisement on the
issue of welfare reform in four markets, The RNC's ad is ontstanding — in it's utter
disregard for reality, Presideat Clinton’s 1996 Balanced Budget plan (Fiscal Year 1997)

incinded comprehensive welfare reform legislation.

RNC Staterment: “{President] Clinton, what he says and what he does are two diﬁémﬁt rhings Casze m
Point. We have to wnd welfare are we know . (President Clinton)’ But be off - n, gy feg
{Empbasis added) . :

THE FACTS:
’ 1996: President’s Welfare Reform Plan.

Pregident Clinton's 1996 Balanced Budget plan (Fiscal Year 1997) incladed comprehensive welfare
reform legislation. Tum 20 page 69 of the President's Balanced Budget Plan (Fiscal Year 1997 Budget).
The secton is nded “Making Work Pay.” The President's plan is outlined in these pages ~- the Jegisiation
includes: tough work requitements; more funding for child care; incentives 10 reward States for placing
people in jobs; strict tme limits {3 rwo vear time limit on benefits and a five yoar lifetime Limit), makes
deadbeat parents pay child support; and other child protections {maintaing the school lunch program,
safeguands Medicaid covernge for poor children, and protects disabied children). [FY97 Budget Report]

In 1554, President szﬁon s Work and Responsibility Act was Amﬁuced bom in zizz Hcmsc and Senate
(H R. 45035 axd 8. 1228). Congress did vot finish work on the legislation before the end of the 103nd.
However, the child support enforcement provitions in the current Republican welfare reform plan were
taken from the President's 1994 Wark and Responsibility Act,

Throughout the 104th Congress, President Clinton and the Administration have been working closely with
Democrats and Republicans w produce bipartisan welfare reform legisiation.

At the begmnmg of szdcnt Clm s .&&muustnnon, be tcici the Nm:zai Govmws As&or:uuon
"{Wje need 10 encourage experimentotion in the swates. ¥ will say again what you know so well: There
are many promising initiatives right now at the siate and local level, and we will work with you o
sncourage that kind of experimentation,” {2/2/93}

And the President has done exactly that, Over the past three yoars, the President has given 37 states the
Sexibility to initiate welfare reforms on their ows — more than any other Administration in histary.

RNC Statement: “In foct, [President Chinton] vetoed weifare reform not once but fwice.*

THE FACTS:

Prmdeu: Cim vctoeﬁﬁa Rapnbl:can wzifam hﬂls tbr 4 good reasor. They did too lile 1 move people from
welfare 1o work and too jittde to protect children.
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On Dec. 6, 1995, President Clinton vetoed Republican welfare reform which they also included in their budget
plan (H.R 2491). And on Jamuary 9, 1996, the President vetaed the GOP's Personal Respomsibility Act (H.R. 4).

*

President Clinton Was Clear About Why HLR. 2491 Was Wrong: “Americans Inow we have (o reform
the broken welfare sysiem, but cwtting child care that helps mothers move from welfare to work, curting
help for abused and disabled childven, cutting school lunch, that's not welfare reform. Real welfare
reform should be tough on work and tough on responsibility, but not tough on children or tough on
porents who are responsible and who want io work., We shouldn't love this historic chance to end
welfare as wa know it by using the words ‘welfore reform' as just another cover to violate our values.”
{Rzmarks by President Clinton on His Ve of the Republican Reconciliation Bill, 12/6/95)

~And Agsin Ststed Why Their Welfare Reform Conferencr Bill (H.R.4) Way Wroag: Prosident -
Clinton agais stated bis objections plainly: “The current welfare system is broken and must be replaced,
Jor the sake of the taxpayers who pay for it and the people who are trapped by 12 But H.R 4 does o
listls to move people from welfars fo work. It is burdensd with deep budget cuts and strucreral changes
that foll short of real reform. I urge the Congress 1o work with me in good faith to produce o bipartisan
welfore reform agreement that is tough on work and resporsibilily, but not tough on childrer ard on
parenis who are responsible and who want to woerk™  [President’s Letter to the House of Representatives
Re: Voo of H.R. 4, 1/9/96]

Some Republicans Agreed With The President, Voted Agsinst GOP Plan. Some Republicans agreed

_with the President.  Representatives Bunn {(R-OR), Diaz-Batart (R-FL), Campbell (R-CA} and

Ros-Lebtinen (R-FL} in the House and Seastors Campbell {(R-CO) and Hatfield (R-OR) voted against the
GOF confercuce mport, '

All 30 Governors Said GOP Wellare Bill President Vetoed Needed Changes. All of the nation's
govemnors gathered in Waskington in February 1956, And the one thing they agreed op? The GOP's
welfare reform bill - the onc President Clinton vetoed - nceded 2o de improved.

RNC Statement: “Clinton is blocking efforts to repiace weifare with work ... ond is preserving o system that
rewards tilegitmacy and dependency.”

THE FACTS: |

L]

WELFARE CASELOADS DOWN -- Because he is working with the states while strengthening the
cconomy, the President’s actiony have reduced welfare caseioads by 10 percent « from 14.4 million
12.9 million recipients.

FOOD STAMP ROLLS DOWN . Participation in the food stamp program has dropped by one million
people {from October 1994 w0 October 1955) - & savings of over $800 mitlion o taxpayers.

REQUIRING WORK - 9.9 million weifare rocipients arc now in houscholds in which the parents are
[eguired to wark or take more rwspoasibility for their ¢hildren aad themselves.
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WELFARE REFORM
RESPONSE TC REPUBLICANS

Suggested response to Republican critigue of administration on
welfare reform:

The President’s Work and Responsibility ACt is the smartest, most

conp

rehensive plan ever drafted to change the nature of the

walfare system:

A comprehensive strategy to attack teen pregnancy

The

%

Real

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 z2ll sectors of society
Requiring teen mothers on welfare to live at home, go to
school and prepare for work £0 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 pregrnancies in the first
place.,

toughest child support enforcement program ever
Universal paternity establishment
Strict enforcement of orders including wage withholding and
guspension of licenses
Simple, regular ypdating of child s ort awards

ke ;LE;. é§§§ ?ﬁi%ﬁ;*oqwméﬁt Ehp& Y-
The Repubklican proposal is neither as comprefensive Or as
tough.
work, Not Workfare ’
The administration proposes & program in which after two
years people on welfare get jobs where they get pald for the
hours they work '

The Republican plan would have reciplents continuing to get
their welfare checks, requiring elaborate sanctioning
processes to amtuaily reduce benefits for those who do not
WOrK,

Support for low-income hard-working Americans central to the

Admi

-

nistration's welfare reform plan
The dramatig &xpansicn of the Earna& Income Tazx Credit i
1993 L7-7= 8% & Joti i e, witl o zrish'ﬁ“\h’“"l
The administration has been flghting for health insurance ed
for all working Americans. 4‘}“?(‘_“

The Republican plan makes no effort to reward hard-working Ldéi:fb
families who play by the rules but can’t get ahead.

ot o ol Hose e St vebed apnist
PN 3 M..,Qﬁf:f -



Answers to Republican charges:

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

¢
ﬂ;’! Je The

The Act funds school and community based teen pregnancy
programs

it funds programs to require parents to work to support
their children and t¢o provide them with the training and
services to get that work

Minor mothers ¢an no longer establish their own households
to get benefits {except in cases of abuse)

States can limit welfare henefigs for children born intgo
families on welfare

The Republicans, in contrast, would simply punish young
gingle mothers by denying them assistancs.

Clinton plan contains a real end to welfare

Continued assistance under the Clinton plan is avallable o
people who work hard and play by the rules and are willing
to take available jobg, States are allowed to limit
participation £or those who live in areas where there are
jobs that match their skills or who have been uncooperative
with the reguirements 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 thelr skills.

Dam. Racord
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PRESS LONPERENCE ON REPUBLICAN WELFARE REFORM | ﬂwﬁ

% //,f”"/
Thursday, January 27, 1994 4l 11:30am
Dele, Srown, O'Amato, Burne, and Hutchison

i
Wa wan} to get our plan sut thera, let the American
pecpls know we have one. Too many people need walfare.
We agrees with Sen. Moynihan, there is a crisls.

Generations have been blocked in poverty. Thiw kill ie
to change the focus of welfare, help to get people out
of poverty. .
Some provigions: repeals ineligibllity of taking vacant
joba, ‘makes clear illegal aliens &re not saligible for
walfare beneflis, changes cxemptions from work of thase
cn welfsre from 40% to 30%.
8imilarivies w/ Clinton ideas: both have interest in
upping the work raguirement, both want to impzove the
enforcement of c¢hild support across state boundaries.
Diffmvence: Tha WH talks nf a pubeidy progiam Lo woyk
for joba, Qur program allews one to take & voucher for
faod étamps and tyade that for a job. The smployer wmust
pay the rediplent at least double the value ©f rche
voucher. This bensfits everyone. The employer gets &
new enploves to train, The employse gets a job as weall
as at least double the amount from the voucher. The
government would have te apend the monsy on the
vouchérs anyway, but they aleo get the income £rom the
taxes on the salary provided.

!
The xﬁuga Bill hae 162 vosponsors. We have 16
cosponsors cn the Senate side, There avre sevaral
additionml provisions being worked on now, one is to
increase the work requiremsnt, another cne is ro deal
with bverall caps.

We haven’t a cost estimate yet. CBO assigns & <osb for
every persen who tskes a Job, Thersfore, it costs more
when 1L 1s mora successful. I¥ that is how CBO counte,
we will have offssts.

1 kope we can have a bipartisan effort. I not this
exact bill, then atleast kay components of it. I am
going to lock to enlist Sen. Maynihan.

I am not surprised that B man of Heymann’'s qualifications is
regigning from working for someone who ig Only qualified for the
original amatedr nour. [mentions examples of Reno’s performance
in Wace, the sppeointment of gpecial counsel, and Crown Heighte),
I don’t have any confidence and I think the Amsrican peopls are
losing confldencs in this Justice Depaxtmens. It should not be
politiciyed but iv has and zhat is why I'm nor suyprigsed avmenns
like Heymann has resigned.
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No. 967 The Heritage Foundation « 214 Massachusetts Avenue, N.E. » Washxngton DC 20002-4999 (202) 546-4400 - Telex:440235

The Cultural Policy Studies Pro]ect

" December17, 1993 o o | ’
- PRESIDENT CLINTON'S COMMITMENT |

- TO WELFARE REFORM:
- THE DISTURB]NG RECORD SO FAR

INTRODUCTION

Prcsxdent Bill Clinton has prom1sed to “end welfare as we know it,” and his Adminis-
tration is drawing 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 has failed. 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 trillion on welfare since Lyndon Johnson launched
his “war,” an amount greater than the cost of defeatmg Germany and Japan in World
War I

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, roughly 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 bom to single
mothers ‘

One reason why this trend is 50 destrucnve 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 school. 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

o

Note: Nothing written here is to be construed as necessarily refiecting the views of The Heritage Foundation or. asan attempt
lo aid or hinder the passage of any bill before Congfess




tual ability by one-thlrd when compared with nearly identical low -income children not [
\:onwelfarel : _ S e

Single-parent farmhes also impose staggering soc1a1 costs on the commumues around
them. Young black men raised without fathers on average commit twice as much crime
as young black men raised in similar low-income families with both a father and mother
present. The threat of violence. that makes.most Americans. afraid to' walk at nightin . .
, major U.S. cities is a dlrect result of famﬂy dlsmtegratlon engendered by the welfare
: . state. ,

. Itis 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 existing work requirements for

“welfare rec1p1ents

Specifically, the Clinton Adnumstratlon thus far has

- - Proposed a huge increase in conventlona| welfare spendmg After promising 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 Chﬂdren Food Program (WIC) pubhc housing, and
energy assmtance

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 that if the government is to require
- welfare recipients to work in exchange for benefits, extra funds must be provided to
administer such work programs.

' 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
“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 Pre31dent 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 Demographlc Aspects of Intergenerational Relauons, Santa Momca
California, March 1992.

2. M.Anne Hill and June O’Neill, Underclass Behawors in the Umted States Measurement and Analysis of Determmants,
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 recxpxents to leave the rolls. However, even if this occurs, the amount of money specifically devoted
to operating the work proorams must be increased. :




Attempted to reduce current work requirements. Far from promoting workfare programs,
the Clinton 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 system while little or 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 serious. 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 a jobs program.”
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 passé. 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, spendmg had surged to
$305 billion (both figures are in constant 1992 dollars)

4  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.” A
slightly greater number were required to search for a job 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 explam the dlsmal results of the 1988 leglslatlon the conventlonal
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.” There was a shortage of requirements, not a shortage of
money.

Significantly, Congress poured billions of dollars into expandi ng 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.”

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.

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.

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.



. 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 for recent policy pronouncements, Clmton states the gov-
ernment should:

. ..After two years, require.those who can work to go.to work, either in the
private sector or in community service: [the government should] provide
placernent assistance to help everyone find a job, and give the pe é)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 problenus.1 1Insisting that welfare

10

11

Governor Bill Clinton and Senator Al Gore, Putting People First: How We Can All Change America (USA: Times Books,
1992),'p. 165.

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

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.

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



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.

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-
gests that Bill Clinton intends to deliver on all of the “carrois” 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 programs on the
grounds that welfare was cut back during the Reagan and Bush years. In reality, federal,
state, and local welfare spending (measured in constant 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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large numbers of wel- ‘
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



Clinton budget contained emergency funding requests for other initiatives such as Na-
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

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 Arherely 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 billion-per annum under current law. Clinton’s proposed
expansions to the Food Stamp program were $2 billion in FY 1995 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. Al.

..alone.could have quadrupled future funding for JOBS/workfare. 1 By procrastinating on . . .


http:JOBS/workfare.12

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%%t to postpone the AFDC-UP
work requirement effective date from FY 1994 to FY 1996. " 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. !5 The Administration claimed lamely that it was trying to postpone work re-
-| “quirements ori 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.”” 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.l?.

Since these proposed regulations deliberately and clearly violated the law, they drew a
firestorm of protest. Among the critics, Senator Alfonse D’ Amato (R-NY) declared,
“Now that they can’t delay any longer, the Administration is trying to water down these

‘requirements: It is clear that this Administration is evading welfare reform.” ® 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 number 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-UP parents 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
“| “Washifigton, D.C:"He Has thus proposéd td*foster state experimentation in welfare policy
by granting state governments waivers from federal law in operating some welfare pro-
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...I do 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.... Mx view is that we ought to give you more elbow room to
experiment.

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.”

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 commumty service jobs to those who
stayed on welfare over two years.

The response of Clinton’s HHS was predlctable Despite the President’s exphcxt
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 who remained on AFDC over two years the right to

18
19

20
21

Ibid.

Contrary to common conceptions the U.S. welfare system is almost totally federal, con51st1ng of over 75 federal programs.
State governments merely contribute funds 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.

Clinton, op. cit.

Ibid.
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community service jobs. This would have converted the Thompson proposal froma
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 request.was, granted without crippling 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 ail
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 of all single mothers on AFDC to perform
community work service for benefits by 1996.

12



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.for these groups, those single mothers 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 mothers.

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.”” 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 certamly result in a sharp and substantlal drop in
teenillegitimacy. T '

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 piovide 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 suggest 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.

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

PreN

23 Leon Dash, When Children Want Children: An Inside Look at the Crisis of Teenage 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. A 50 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. 88ASPE201A, 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 2the father of the child in order to receive AFDC, public houéing, or Food
Stamps.”” 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.not.equal half the cost 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 thelr masculinity by
fathering children they have no-intention to support.

6) Reduce welfare’s marncge 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 fundmg for absﬂnence educahon

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 been reduced by over 40 7percent when com-
pared with girls who have not taken the sex abstinence classes.” 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

27

28

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 chnldren born in
1994 and after.

U.S. Department of Health and Human Services, Office of Adolescent Pregnancy Programs, Final Report O.A.P.P.
#000816-05, 1985-1990, p. 8.

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.

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 system must.be put.on a diet. The_future growth of federal means-tested welfare
spending 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.”>

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. '

29
30

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 of federal spending on

-that program. These percentages change little over time.

Medicaid could be exempted from the cap.

For example, a Gallup poll conducted between March 30 and April 5, 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 polis by other organizations show almost identical resuits,
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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 of bogus reform which will have
the following features: :

4 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.

¢/ While the Administration will claim that vast numbers of welfare recipients will

“be required to perform community service work under its proposed legislation,
few will 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.

v/ 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.”

v/ 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.

¢/ The false notion that hu ge numbers of welfare mothers have been required to
work will be used to justify creating a federal day care system for middle class
families.

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

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

¢/ The entire Clinton reform will be swaddled in tough, conservatlve 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 Progroms from
"A Vision for Change for America”
The Clinton Administration Budget Proposal, FY 1994

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 of Change for America. ! 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 of Change for America (Washington D.C.:
U.S. Government Printing Office, February 17, 1993).
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HHS/Head Start Childcare Feeding:
Pay for meals of children attending the expanded

Head Start summer program. - Cost: $56 million
Immunization: '
Buy vaccines for low-income children. : Cost: $300 million

Summer Youth Employment:

. Finafice more than 700,000 simmer jobs

for low-income youths. - ~ Cost: $1,000 million
Worker Profiling:

Provide funds to identify workers that need

job placement help. . Cost: $29 million

Community Service Employment for Older Americans:
Provide added funds to expand participation of senior citizens

in community service projects. : Cost: $26 million
Extend Unemployment Compensation: Cost: $4,000 million
National Service Program: '

Pay “volunteers” to perform community service. Cost: $15 million

Urban Development and Housing Initiative

Accelerate Public Housing Modernization:
Accelerate a “backlog” of funding for
improving public housing. : S-year cost: $1,035 million

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. 5-year cost: $2,536 million
Supportive Housing:

Expand funding for homeless shelters. 5-year cost: $423 million
Environment/Energy |

Increase Weatherization Grants:
Expand grants to encourage state
weatherization programs for low-income people. 5- year cost: $47 million

Rebuild America—Infrastructure

Business and Community Initiative:
Provide federal assistance to low-income rural
residents to raise their standard of living. 5-year cost: $1699 million

Increase Weatherization Grants:
Provide more federal money for low-income

people to insulate their homes. 5-year cost: $375 million |
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Community Development Block Grant:
Provide more funds for low- and moderate-income :
residents to improve their communities. S-year cost: $430 million -

Enterprise Zones (tax incentive):
Invest in “enterprise zones” in poor areas. 5-year cost: $4,119 million

Community Development Banks:

" Creiite banks fhiat would provide goverriment loans

. for business and housing purposes in low- and

moderate-income areas. - * 5-year cost: $468 million -
Housing Vouchers: ' :
Expand housing subsidies to more Americans. _ 5-year cost: $1,370 million

Preservation and Restoration of Assisted Housing:
Provide funds to upgrade government :
rental housing. 5-year cost: $1,377 million

Supportive Housing Program:

Increase funds for homeless. : 5-year cost: $424 million
Distressed Public Housing:

Increase funds to repair and restore public housing. 5-year cost: $373 million
HOPE Youthbuild:

Provide added spending on young people. S-year cost: $106 million

Lifelong Learning

WIC (Special supplemental food program for women,
infants, and children):
Expand food aid to families with young children. 5-year cost: $3,634 million

Parenting and Family Support:
Provide funds to government programs to teach low-
and moderate-income parents how to raise children.  5-year cost: $1,450 million

Head Start: , _ ,

Increase Head Start funding. ' 5-year cost: $13,846 million
National Service:

Employ “volunteers” for community service. 5-year cost: $9,430 million
Worker Training Initiatives:

. Add to funding for training low-income workers. 5-year cost: $14,910 million

Rewarding Work
EITC: :

Expand refundable tax credits to

low-income working families with children. 5-year cost: $26,787 million
Unemployment Extension: 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.
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Each year, the U.S. Census Bureau reports 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 living 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 feod clothmg, 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 caplta income of the average American household in 1960, af-
ter adjusting for mﬂauon

Actual Living Standards

~ The following are facts about persons defined as “poor” by the Census Bureau. Data are taken
.from various government reports: '

¢/ 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.

v Over three-quarters of a million “poor” persons own hornes worth over $100 000;
71,000 “poor” persons own homes worth over $300 000.3

By 16/93

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 Statistics of the United States,
Part I (Washington, D.C.: U.S. Bureau of the Census), 1975, pp. 297 and 301.

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

3 ibid,p.120. : , .

Nothing written here is to be construed as necessarily rcﬂectmg the views of The Heritage Foundation’
or as an attempt to aid or hinder the passage of any bill bcforc Congress.



v Only 8 percent of “poor” households are overcrowded. Nearly 60 percent have more
.than two rooms per person : .

v/ As Chart 2 shows the average “poor” American has twice as much living space 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 )

v Nearly 60 percent.of “poor” households have air conditioning." By contrast, just
twenty years ago only 36 percent of the entire U.S. population enjoyed air condition-

ing.
v Sixt)/?-four percent of “poor” households own a car; 14 percent own two or more
cars. : S N g

v Fifty-six percent own microwave ovens.®

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

v Ninety-one percent have a color television. Twenty-nine percent own two or more
color televisions.

¢/ “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.

v/ The “poor” are far from being chronically hungry and malnourished. In fact L, poor
" persons are more likely to be overweight than are the middle-class persons.

v/ Poor children actually consume more meat than do higher-income children and have
average protein intakes 100 percent above recommended levels.
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Only 7.5 percent of poor households have one room per person or less. /bid., p. 42.

Robert Rector, “How the Poor Really Live: Lessons for Welfare Reform” Heritage Foundation Backgrounder
No. 875, January 31 1992, pp. 12, 13. : : '
American Housing Survey for the United States in 1991, p. 50.

Ibid., p. 50. '

U.S. Department of Energy, Energy Information Administration, Housing Characteristics 1990 (Washington,
D.C., Department of Energy, May 1992). Ibid., p. 112.

American Housing Survey, op. cit., p. 44.

Housing Characteristics, op.cit., p. 114.

U.S. Department of Energy, Energy Information Administration, Housing Characteristics 1990 (Washington
D.C., Department of Energy, May, 1992), p. 115.

Robert Rector, Kate Walsh O’Beirne, Michael McLaughlin, “How Poor Are America’s Poor?” Heritage
Foundation Backgrounder No. 791, September 21, 1990. .

Robert Rector, “Food Fight: How Hungry Are America’s Children?” Policy Review, Fall 1991.

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.




v/ AsTable 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 as a Percentage of
cases is well above recommended norms.'> Poor Recommended Daily Allowances
children today are in fact super-nourished, grow- for Children Under Age 6 in 1985
ing up to be on average one inch taller and ten Family Income Famlly Income
pounds heavier that the GIs who stormed the ?,?';?X,Zi; Abo ,vai?g%
beaches of Normandy in World War I1.'6 Threshold  Threshold
‘Protein 21 213
Comparing Spending with Income Vitamin 812 211 164
The Census Bureau counts as poor any household with a \TIZSZ:A 1:2 ;22
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 149 168
the incomes of less affluent Americans. Other government " Niacin 138 145
surveys consistently show that spending by low-income Phosphorous 120 127
U.S. households greatly exceeds the income which Census Vitamin B-6 113 133
claims these households have. - VitaminE 113 102
As Chart 3 shows, in 1991 Census claimed that the low- | e oa’ o
est income fifth (or quintile) of U.S. households had an av- Zine 78 " 73
erage “income” of $7,263. In the same year, the Consumer
Expenditure Survey of the Department of Labor showed Soures:See foomote 15

that the average household in the same lowest income quin-

tile spent $13,464. The Labor Department and the Census Bureau data dlrectly contradlct 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 mcluded the total expenditures of the average household in the bottom in-

come qumtﬂe rise to $17,804.17 This nmeans less-affluent households spend $2.45 for every $1.00 of
“income” reported by Census.
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Low Income Women 19-50 Years and Their Children -5 Years, 4 Days, op.cit., pp. 12-73.Women 19-50 Years
and Their Children 1-5 Years, 4 Days, op.cit., pp.64-65.

Based on a comparison of males in their late teens. Bernard D. Karpinos, Height and Weight of Military Youths
(Medicat 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 Bxammanon
survey.

This calculation assumes that lhe 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 Populauon Survey, and the Survey of Income

and Program Participation.


http:17,804.17

Errors in the Census Bureau’s Poverty Measurement

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

2)

3)

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 determining family’s income, the Census Bureau deliberately ignores all non-cash welfare
benefits received by the family. For example, if a family received $4,000 in Food Stamps and
$5,000 in housing a1d 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
not counted 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.

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

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. :
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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.

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 acar 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. Studies reveal that the biggest effect of current welfare spending is not to raise in-
come, but merely te 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 figureslack 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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Standards of Low-Income Households Today

Iving

L

Exceed Average Household in 1960

Constant 1991 Dollars

480

$7

o

s

e
s R
Shanel
ST

o

SR

SRda
A
R
SRR
S

,

S
S

s

i

L

$8,000

6,000

4,000
2,000

Per Capita
Expenditure of

Average Family The Lowest Income

Per Capita

Income of

Fifth of Households

1960

in

1991

In

Heritage DataChart

Source: See text.




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:
Spendmg 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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- ties on recipients who refuse

‘tablish paternity for their l
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HUMAN SERVICES

GOP s Two-Year Welfare L1m1t
Sends Message to Clinton

House Republicans, seek-
ing a leading role in over-
hauling the nation’s welfare
system, unveiled a proposal
Nov. 10 to impose stiff penal-

to work within two years of |
receiving benefits.
Thelegislation (HR 3490},
sponsored by Minority Lead- -
er Robert H. Michel, R-1I1,,
also would sanction welfare
beneficiaries who do not es-

children. It would deny any
benefits from the govern-
ment’s major welfare .pro-
gram, Aid to Families with
Dependent Children.
(AFDC), to most non-citi-
zens, And it would combme 10
food programs into one. block grant
and cut costs by 5 percent.

Leaders of the effort said net sav-

ings from the bill would be $19 5 bil-
lion over five years. - -~
Although the bill is cosponsored by

" 160 of the 175 House Republicans, it

has little chance of passage in the
Democrat-controlled House.

The main legislative vehicle for
welfare revisions will ‘be President
Clinton’s plan, which he expects. to
send to Congress early next year. Clin-
ton pledged during the 1992 presiden-
tial campaign to “‘end welfare as we
know it” and to require recipients to
work within two years of receiving
benefits. (Weekly Report, pp. 2321,
2265, 1813, 1420, 458)

But the GOP bill lays. down an
early marker for Clinton. Because
some liberal Democrats may balk at
imposing a two-year limit on welfare
benefits, Clinton probably will need

. bipartisan support for his plan.

“No Democrat can pass a meaning-
ful welfare reform without the assis-
tance, the votes and the work of Repub-
licans,” said E. Clay Shaw Jr., R-Fla., a
member of. House Ways and Means
Human Resources Subcommlttee, the
starting point for welfare revisions.

Subcommittee Chairman Harold
E. Ford, D-Tenn., criticized the GOP
effort. “The problem is not that wel-

« Rl Tal

their children,”

Initiative, but
about such elements as across-the- '

By Jeffrey L. Katz

R. MICHAEL JENKINS

Ata Nov‘ 10 news conference, Rep. Nancy L. Johnson
said welfare mothers should name fathers to ensure
that they share in parental responsnbshtres

" fare recxplents choose not to work but
‘that welfare recipients do not have the -

job skills to get jobs that will support
he said.

Clinton’s chief welfare adv;sers
said they welcomed the Republican
expressed concern

board cuts in nutrition programs..
Clinton’s plan probably will include

" - less severe penalties for welfare recipi-

ents who do not work and more social
services to help them enter the job mar-
ket. The Democratic view on denying
benefits to foreigners is less clear.

But the House voted Oct. 15 to -

rastrict recent. legal immigrants’ abil-

- ity to collect Supplemental Security

Income (S8SI) payments, which go to
poor people who also are aged, blind
or disabled. (Weekly Report, p. 2816)

The Two-Year Plan ‘

At a Nov. 10 niews conference, Re-
publicans were unstinting in their crit-
icism of the existing welfare system.

Rep. Gary A. Franks, R-Conn.,
who said that he has relatives on wel-
fare, added, “I see parallels between
slavery and generation after genera-
tion of welfare-dependent people.”

The GOP bill would enable recipi-
ents to collect AFDC for two years — or

less at states’ option — while participat-.
' . ing in education and training programs.

The two-year limit would be cumulative
throughout one’s lifetime.

Rec1pxents who could not find a
private sector job- within two years

- would be required to participate in a

community service assignment or a
government-subsidized private sector
job to earn their benefits.

The first time that participants
failed to meet the training and work
criteria, the combined value of the
family’s AFDC and food stamp bene-
fits would be reduced 25 percent. By
the third violation, the parents and
children would lose’ AFDC benefits, .
though they still would be eligible for

.food stamps and Medicaid, which pro-

vides health insurance for the poor. -
Short-term exemptions from these
sanctions would be granted when a

* child was born and if recipients were
- deemed incapacitated.

The bill would provide about 310
billion to assist states in providing
mothers with jobs, including aid for,
child care. States could drop AFDC
benefits to anyone who had partici-
pated in a work prograr for three years
and had not found a private sector job.

To promote parental responsibil-
ity, the bill would require mothers
who apply for welfare to identify the
child’s father in order to receive bene-
fits. Mothers would receive a reduced
AFDC benefit until patermty was le-
gally established.

Rep.-Nancy L. dohnson, R-Conn.,
stressed the importance of compelling
welfare mothers to make fathers take
partial responsibility for a child. Un-
der the bill, Johnson said, “you will
not have the right — nor will- you be
supported in the irresponsible action
- of not naming the father.”

In addition, states would be re-
quired to stop ‘increasing welfare
checks when recipients have more
children ahd t¢ stop paying welfare
benefits to parents under 18 years old.

All welfare benefits — other than
emergency Medicaid assistance —
would be -eliminated for non-citizens,
except for refugees and certain perma-
nent resident aliens.

The bill would combine 10 food
and nutrition programs — including
food stamps and the program for
Women, Infants and Children (WIC)
— into a single block grant to states.

To further control anti-poverty
costs, the bill also would cap the an-
nual outlay growth at 2 percent plus
inflation for the following programs:
AFDC, S8I, public housing and subsi-
dized private housing, food stamps
and the earned-income tax credit,

_which provides tax rebates for the
.working poor. =

CQ NOVEMBER 13, 1993 — 3131



BOB INGLIS

2 . .. COMMITTEES:
it . BUDGET

4TH DisTRICT . - .
SOUTH CAROLINA - . JUDICIARY
CONGRESS OF THE UNITED STATES
4 "HOUSE OF REPRESENTATIVES k
'WASHINGTON, DC. 20515
November 4, 1993

Mr. William A. Galston .
Deputy Assistant to the President for Domestlc Policy
The White House :
Washington, D.C. 20500
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."

truly yours,
ob4nglis
Member of Congress
cc: Vin Weber

Empower America

1776 Eye Street, N W.

Suite 890

Washington, D.C. 20006 .

202/452-8200
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(202) 225-6030 SUITE 108 . SUITE 101 UNION, SC. 2939
" FAX (202) 226-1177 . SPARTANBURG, S.C. 29301 ’ GREENVILLE, SC. 29601 (803) 427-2205
’ ’ (803) 582-6422 R (803) 232-1141 FAX (803) 429-8879
FAX (803) 573-9478 FAX (803) 233-2160 .

PRINTED ON RECYCLED PAPER.



Inglis

RECLAIM CONGRESS

Inglis for Congress Committee « Post Office Box 361 * Greenville, South Carolina 29602

4

PRESS RELEASE

2

FOR IMMEDIATE RELEASE ON TUESDAY, APRIL 28. 1992 .

Inglis Supports Workfare; Joins in National Press Conference

Congressional candidate Bob Inglis announced today’his

' support of a sweeping welfare reform proposal at a press confer-

ence at Greenville County Republican Headquarters. The proposed
legislation requires welfare recipients to work for their bene-
fits. The legislation is also designed to overcome what Inglis
descrlbed as "disincentives to work." -

"The Work and Family Responsibility Plan allows recipients
to begin working without a reduction in benefits. That extension
eliminates a crippling disincentive. Under the lousy welfare
system we’'ve got now, you get worse off when you take a job "
Inglis explained.' . '

"This workfare plan has the right approach to welfare
reform. It’s got a carrot and a stick. The carrot--the incen-
tive--is the extension of benefits and the elimination of the
penalty for taking a job. The stick--the thing that will get the
less motivated moving--is simple to understand: you don’ t work,

you don’'t get welfage benefits,” Inglis continued.

.Inglis announced his commitment to workfare as part of a
nationwide press conference held simultaneously by more than
fifty Republican challenger candidates in twenty-five states,
each of whom pledged to support the workfare plan as part of a

"one hundred-day agenda” Republicans will push through Congress
next Spring. The nationwide announcement was organized by
Republican Congressmen Newt Gingrich, Vin Weber and Clay Shaw,
and Senator Hank Brown, who led a kickoff press conference at the
National Press Club in Washington to describe the plan.

-- more --

Spartanburg - Greenville « Union

Authorized and paid for by Inglis for Congress Commitiee.
' Contributions are not tax deductible. .
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** PAGE TWO **»

Likening welfare reform to the need for reform in Congress ’
itself, Inglis said, "The tragedy in the welfare area is that so
few are committed to change. While the professional politicians
fiddle with their re-election ¢ampaigns, more and more of our
citizens fall into the poverty trap. They become enslaved to
programs that create incentives for family breakup and which .
penalize work. That’s qot to stop.

"My hope is that this year we can 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 bhe
about recreating the Opportunity Society in America.”

y -

FOR FURTHER INFORMATION, CONTACT: Bob Inglis  242-6440 (work)

233-4281 (hqme) .
420-9571 (mobile) '
Jeff Pa:ker 281-0876- ' ’

" ATTACHMENT: OPENING STATEMENT . (3 pages)

$#



QPENING STATEHENT )
PRESS CONFERENCE ON TUESDAY, APRIL 28, 1992
BOB INGLIS )
OPPORTUNITY AMERICA: WORKFARE.
Today represents a change of gears for my campaign for

Congress. Up until now, I‘’ve been talking about reform iﬁ

‘Congress, and I will continue to talk about reform in Congress

because that is the issue of this.nagz?”ﬁ
Butkit’s important thatAI go-beydnd simply talkiﬁg abouﬁ
reform in Congress and talk about,£he spbstantiye iséues on my
agenda. S§ over the nexghsé§era1 mbnths. I will be describing a
posiﬁive agenda aimed'at refo#ming Congress and add;eSSing—-head
on--the challepges'that we face as a nation. ﬁnlike the profesa
sional politicians whoinun'Washington.hI intend to state that
agenda, state it élearly and state it boldly. I also intend to
answer your questions, directlx‘and succincily; | .
oh our campaign videotape, I talk about recreating the
Opportunity Society. And I say on the tape that in social
programs that means making sure that the incentives flow the
right way to encourage work and self-réliapce. Today, I am
excited to ad& specificitytto that statement‘bj joining with
challengers across the country in support of the Work and‘Family
Responsibility Plan. .
‘That plan is désigned.to break'the cycle of dépendency‘and
déspaif that are the hallmarksof the bureaucratic welfare state.
The Work #n@ Family Responsibility Plan involves both "car-

rots” (incentives for bettering oneself) and "sticks® (conse-

" quences for miséing those opportunities). Specifically, the Work



and Family Responsibility Plan provides for the tolldwing:ﬁ
v . N N

Carrots ' ' -

-'sxteﬁds benefits.after reciéient takes job so as to
avoid the current diéiﬁcencivé of a reduced standard of
living after takin§ a job;

+ Rewards mérriage by éontinuing benefits ratﬁer thaﬂ
reducing‘benéfits after marriage . (would continue for_
two years provided family’s income'is below 150‘percent
of the poverty level).

Sticks | |

o/ Moves recipients into an A?DC,Transition Program aftér
one year of benefits; l |

. Requi}es all récipients in the t ansition program to
work or go to sch;oi islnﬁf%ygggeg;s 6£ children‘unde%

. ’ three years of age wouid be exémptvbut women Qho have
.children while in the transition program'would have to -
repurn to wqu two months following birthj};

. Establishes a four year lifetime cap on benefits.

Ydu've heat@ me say bveﬁ the pastvséveral months that the
real tragédy‘of‘the House b;nking scandal ié~that it showS'that
‘there are éo‘few in Congress“that are committed to reform. vThé
’facﬁ is onl§ sevenVfi:st—yéar‘Républicgn Congressmen were williﬁg
to take on the House Bank.u . |

>The‘tragedy in th; welfare area is, again, that>s6'few are
committed ﬁo change. .while the prcféssipnai politicians fiddle
with their re-election campaigns, more and;mbré of o@r citizens

fall into the poverty trap. They become enslaved to lbusy



prograhs that.create incentives for faﬁily-b:eakup and which
penalize work. ‘That's goi to gtppl

My hope 15 thaﬁ this year we can have real'change in ¢0n-
gress. I could be a member of the largest freshman class in the
‘_history of dk}(tongrl With.that k1nd of\changeAin.cOngress
and with the cqoperation‘among challengefs youAhgve witnessed
here todéy.;we één‘fix welfare. And we can be'abﬁut recreating
the Opportunity Society in America. | |

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



SUMMARY OF LEGISLATION RECOMMENDED BY THE
REPUBLICAN TASK FORCE ON WELFARE REFORM
OCTOBER, 1993 ‘

I ATTACKS THE TWO FUNDAMENTAL CAUSES OF WELFARE

' CAUSE 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 AFDC 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 optlon) to partlcxpate in educatlon training,
_work experience, and job search to prepare for a position in the private economy; if they do not ﬁnd 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 they receive welfare

- Mothers applying for welfare must participate in a }ob search program whlle theu' apphcauon is bemg
processed

- Mothers who refuse to work have their benefits reduced and then tezmmated states failing to ensure
that parents work suffer serious financial penalties :

CAUSE 2: ILLEGITIMACY

- lllegitimacy has risen w:ldly in recent years; now 2 of every 3 black children and 1 of every 5 whlte
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
govemment spendmg (both are up), but by increased illegitimacy :

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

- All mothers applymg for welfare must identify the father or they will not rece:ve benefits

- Mothers receive a reduced benefit until paternity is legally established

- Adolescent mothers must live at home, thus preventmg them from using an lllegntxmate birth to establish
their own household

- States must increase their patemlty estabhshment rates over a perlod of years to 90% or suffer stlff
penalties '

- States are required to stop increasing welfare checks when families on welfare have additional chlldren
_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



Page 2 _ : , ,
II._SLASHES WELFARE FOR NONCITIZENS

THE PROBLEM: TOO MUCH WELFARE FOR TOO MANY IMMIGRANTS
(
- Hundreds of thousands of i rmmngrants come to the United States to collect welfare
- A recent study by the Social Security Administration shows that more than 11% of all recnplents and '
20% of elderly recipients of Supplemental Security Income are noncitizens
= Noncitizens also qualify for Aid to Families with Dependent Chlldren 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 70 to receive welfare :

: Continue the benefits of current noncitizens receiving welfare for 1 year

' III. EMPHASIZES 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 thelr chlldren are
immunized and attend school regularly

- Allows states to require AFDC parents to pamclpate 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 PROBLEMg:

- 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 dlscretlon
over spending; funding for the programs is reduced by 5% : '

- Provides states with much greater control over 75 welfare programs so they can coordinate and streamlme
welfare spending

- Encourages states to provide ﬁnanc:al incentives to induce mothers on welfare to work and marry

- Allows states to let welfare recaplents ‘accumulate assets to start a business, buy a home, or attend college

V. ACCOMPLISHES ALL THE ABOVE IN A BILL THAT |

~ The training and mandatory work provisions of the bill cost nearly $12 billion over 5 years

- The patemnity establishment, job search, parental responsibility, block grant, and immigration provisions of
- the bill save about $31 billion over 5 years.

- Thus the net impact of the bill is to reduce the budget deficit by almost $20 billion over 5 years.

1.



Republican Welfare Reform Bill

‘Summary of Preliminary CBO Estimates
September, 1993

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

rounding.

*Assuming half éhe,atate participate in each option.

to

'Provision , . 94 95 96 97 98 Total
A. Savings |
Immigration
Food Stamps - 0.4 0.8 0.8 .0.8 2.8
AFDC -, 0.1 0.3 0.3 0.3 1.0
SSI o o -""1.2 2.5 2.7 3.0 9.4
‘Medicaid . - - 0.9 2.1 2.4 2.7 8.1
Paternity 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 4.8 7.5 8.0 8.5 31.1
B. Spending o
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
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Executive Summary

Is America afflicted by unparalieled social problems? Yes, according to many, who argue

that unfair tax policies and severe cuts in social programs are the culprits. The evidence, 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 wrll have to take these facts into account, otherwrse
" they will not be directed at genuine problems. -

Careful study of avanlable data on the nation’s domestrc problems leads us to the following

conclusrons

) Unnl the recession year of 1990 poverty dechned and average real wages increased every' |

‘Vear after 1983;

- Most government social prOgrams haveenjoyed increased funding during the Reagan-Bush

years, and they continue to be effective at transferrmg money and in-kind benefits to the

C vnatxon s poor and near-poor;

Not only are federal tax recerpts far above the levels of a decade ago but also the f ederal’ AV :

mcome-tax system is more progressive than it was at the beginning of the 1980s;

Choices ‘made by individuals, especially regarding marriage and work, are 'a major
contrrbutmg factor to poverty rates and the desultory growth. of income in the bottom of the -

income dxsmbunon

We do not use this mixed pxcture to endorse the status quo. - Rather we use it to clanfy the.

problems we believe are the ma jor causes of poverty:

Dram - The number of female-headed

have diffi 1culty rearing thexr chxldren

Low ggmmn;ment to work gmgng 1 e _poor: - Poor families seldom have a full tlme year-
round worker. Few families, however, remam in poverty when there is a full-time, year-
round worker; :

§tagnant or geclmmg wages: Despxte the overall increase in f amnly and per caplta income,

~wages at the bottom of the income distribution are a problem. Low- mcome families with

children have not enjoyed the income gains enjoyed by other families, and, in many cases,

: \have expenenced actual dechnes

Our program to help the chromcally poor is grounded in a new social covenant in which all

those in a position to help the poor agree to meet new responsxbxlmes The covenant requires
specific groups of citizens -- government, national and local commumty leaders, parents, and the
poor themselves -- to change their rhetoric, as well as their actnons and behavior:

Governments at all levels must desrgn innovative programs to help the poor escape

- dependency and must direct appropriate levels of resources to these initiatives; in some cases,

the federal government must - -remove regulatory barriers that stand in the way of new

approaches -- we recommend ‘a series of demonstrations to see what works; and, the federal
government must also enforce all existing civil rights laws;
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»  Teenagers and young adults must be accountable for the decrsxons they make about educatton.

work, pregnancy, and marrtage. o o

-« National and commumty 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 reécreation. .

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

mili

'+ Congress must oversee the 1988 Family Support Act both to ensure it is competeotly'
o 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 benefrts and .would test child support
assurance programs.

»  Congress must use the welfare system to hold AFDC parents accountable for the preventzve A

' health care of their children.
"« - Congress should fund a demonstration program to convert the three funding streams for
foster care and adoptron into a single entrtlement wrth greater state flexibility. :

Yggng Mglgg

Congress must continue to pass legrslanon to help state and local off rcrals deal ef f‘ectwely :
: with crime and its aftermath.

_» Congress should consider demonstration programs to make young males eligible for the
EITC; provide financial rewards for high school graduatron evaluate the effectiveness of
providing education and job-training to low-income junior and senior hrgh schoolers in

‘ resrdenttal facilities; and expand programs that foster entrepreneur:a] activity.

ngsmg

+  Congress should establish a variable-rate housmg voucher demonstration program that would ‘
complement extstmg polrcy and should recruit states to try it. :

Ije'alth

+  Congress should cons:der legrslatron mtroduced by Wednesday Group members Nancy
Johnson and Rod Chandler to help the nearly two-thrrds of the umnsured who are in families
-~ with a full-time worker. :
» - Congress should seek changes in state regulatrons that hmtt msurance coverage
«  Congress should permit a state to convert Medicaid to an allowance-based system to help
wrth the purchase of health msurance the Wednesday Group is developmg a proposal

'Educanog
. Congress and the Presrdent should use ‘the *bully pulprt to promote parental chorce in.
schools, though education remains primarily a state and local responsibility.
. Congress should expand the Natronal Assessment of Educatronal Progress. -

Degategorrzed Services

. Congress should allow greater state flexibility in spending social welfare .dollars. .
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INTRODUCTION

Mdﬁn'g Ahead: Initiatives for Expanding
' Opportunity in America

Opportumty abounds in America. Even so, Americans are constantly under a barrage of
information to the effect that the country is falling apart while the government. stands 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 a- number of the natxon s leading social problems are actually in decline.

Our intent in preparing this report is not to mmumze national problems. The 1990-1991

recession 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 probl'ems are perennial; they may intensify ..

during recessions, but, as recent experience shows, they remain formldable, even during economic

expansions. In our view, an accurate portrayal of the nation's economic and social conditions permits’

'some optimism, and a sustamed 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:

'1983. 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 1983" ‘

A review of government expenditures on a wide range of social programs, mcludmg those
aimed specifically at children and families, shows that government spendmg is not a major part of
the answer. Indeed, government social spending has increased dramancally in recent years... These
increases indicate that the federal government maintains a'strong commitment to action aimed at

reducmg poverty and amehoratmg its effects. Moreover, an extensive examination of federal

mcome tax policy reveals increasing progressivity during the 1980s.

;‘ Re jecting reduced federal spending and regressive tax policies as explanations of poverty,
we turn 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 commitment 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,
:zcluda?g 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.
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While calhrig attention to the impressive commitment the federal government has already
made to helping the poor, we also f ind that some programs are ‘misguided and may actually aggravate
the problems they were. mtended to 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
comang 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’ expenments that will m.prove ‘our understanding of both the
problems and their potentnal solutions. -

4 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 without a-trace. The major reason is
that reports are wonderful devices for diagnosing problems and, somewhat less often, for proposing
solutions. But proposing, enactmg, and’ xmplementmg social polncxes are separated by chasms that
are seldom crossed ‘

Unlike the authors of previous repons on socxal problems, the Wednesday Group is not
~ limited to 'proposing. Our members are in posmon 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 desxgned to test new ideas about solving the
~ nation’s most serious socxal problems : ,

We have formed a series of work groups that ‘using this report as a startmg point, ‘will
develop legislative proposals that will be introduced during the 102nd Congress. We expect that

some of the work groups will enjoy bipartisan participation and that some of the proposals stand a
good chance of passage. In any case, we intend to keep the dust off this report for several years.

- The following Wednesday Group members have 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 Purséll ~~ °  Fred Upton
S " Nancy Johnson Jim Ramstad " Vin Weber

Leaders of ngjgg;d ay Qrgug wg'rk grgung'

'Bill Gradxson Health-Care Work Group
Paul Henry, Educauon Work Group :
Nancy Johnson, Work Group on Families at Risk of Abuse or Neglect
Jim Kolbe, Housing Work Group
Carl Pursell; Comprehensive-Services Work Gmup
Clay Shaw, Welfare-R,eform Work Group



SECTION 1

" The Economy and Family Well-Being

Over the past several years there has been a deluge of studies, books. and media
Stories purporting to show that Americais afflicted by unparalieled domestic problems,
including high rates of poverty. crime and drug use. The culprits, according to these
works, are declining family income, increased unfairness in the tax code, and a
tattered "safety net” for the poorest Americans. Careful review of the evidence,
however, shows that family income and human resource spending by the federal
government have increased during the past decade, while the federal income tax system
has become more progressive. Falling wages. family dissolution, and nonwork are, we
find, better explanations for high poverty ra:es and stagnatmg fam:ly 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 $5.5 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
thatb lilluminate 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 move 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 wages for workers with a hxgh school education or less, the increase in single-parent families, and
the decrease in labor force partxcxpatxon by young families in general and young male workers in
pagucullar. Detailed examination of these problems leads inexorably to consideration of the
- underclass. : .

oo How Large a Problem?

After reachmg 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 1,
Column 1). If the poverty rate in 1989 had been the same as that in 15683, 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.




Table 1 Poverty Rates Computcd by Vanous Definitions and Inflation Indices and for
Various Demographlc Groups, 1970-1989 ‘ g :
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: 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 rate declined to 19.0 percent. Although still too high, if the poverty rate had
remamed at its 1983 level, nearly 1.8 mllhon more children would have been poor in 1989 ;

- As Patricia Ruggles of the Urban Instltute 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
o conceptual problems in its defmmon because of numerous measurement issues, and because of



: problems in accountmg for mflauon We do not want to minimize the importance of clanms that the

official poverty index underestimates poverty, especxally because the index adj justs over time only
for inflation and does not take into account the growth in average family consumption. Nonetheless,
_ we would like to emphasize two flaws in the current method of calculating poverty that seem lnkely
to render the official index an over-estimate of the true poverty rate.

First, for many years the Census Bureau mnscalculated the inflation 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 1 and 2 in Table 1). In 1989, for example, the corrected inflation index
(called the CPI-U-X1 by the Bureau) reduces poverty by about 3.6 million people from 12.8 to 11. 4
percent.

Second, the offi icial poverty rate considers only cash government benefits, primarily Aid to

Families thh Dependent Children, Supplemental Secunty 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 gain some idea of the scale of this omission, consider
that in 1989 none of the $14 billion in housing programs, $17 billion in nutrition programs, $20
billion in education, training, and social service programs, or $138 billion in heaith programs were
included in the poverty computation. Consider also that some of these programs, particularly the
housmg and health programs, grew rapidly during the 19705 and 1980s; 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.

Despxte the continuous declines in poverty between 1983 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 States. Whether the actual number is 32 million or 26 million,
too many Americans are poor. ‘Moreover, despite years of prosperity and falling unemployment,
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 13.8 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 'I‘r nds Duri

"One frequent answer to this quesuon 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 $29 billion per year to address the social deficit.

When the actual budget numbers are consulted, however, the surprises begin immediately.
First, in constant 1989 dollars, federal spending grew $218 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 $1.9 trillion dollars (adjusted for inflation) above the 1981 level of federal spending

and borrowing, about $1.1 trillion from revenue increases and $.8 triliion from borrowing.

It is true that defense spending grew rapidly dunng the decade, but the growth in spending

on social programs, which was much higher to begin with, was also substantial. ’I’he broadest

5
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Table 2 Real Spending on Programs That Include Children and Families, 1981, 1989.
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‘measure of federal social spending is the budget category called "Human Resources." Between 1980
and 1991, spending in this category increased from $562 to $692 billion in constant 1990 dollars, an
increase of $130 billion or nearly 25 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 medncal care to the poor. By thns definition,
in constant 1990 dollars, spending grew from $54.9 billion in 1981 to $64.3 billion in 1989, $70.5
billion in 1990, and $79.4 billion in 1991; these represent increases of 17 percent, 28 percent, and

15 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 $4 billion, from $39 billion to $43 billion between 1981 and 1988.

The nonpamsan Congressional Research Service has recently pubhshed budget data on all
federal programs that provide benefits for children or families. Table 2 shows the constant dollar
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 substantxally 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 | percent, the federal government increased its spending on programs A

that include children and families by 18 percent.

Nor has the spendmg on social programs been 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 $23 billion over the next five years.

Combined with the $91 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 $114 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 pohcy are summarized in’
Table 3 Over the next five years, the federal government will spend 2 minimum of $82.8 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
spendmg A

If overall spendmg on these programs mcreased durmg the 1980s, it is unreasonable to claim
that reduced government spending was a major cause of the slow progress against poverty,
part:cularly 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 Spendmg 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 Estxmated Five-Year Spendmg on Social Programs Created or Expanded During
the 1980s.

Program 1991 1992 1993 1994 1995
S RS T (billions of dollars)

--JOBS - . . '$0.62 $0.77 $0.81 $0.90 $1.07
- Child Care Transition 006 010 014 0.4 -0.15
©JOBS Child Care .~ 021 023 027 030 034

267 346 447 502 566

0 1230 4l
140 -
020

837..0.84 .
-+ 0.30 .
:0.02 .

See: Office of the President Euticmal Dmg Control Stmtem Budggt Summgg :
‘Author, 1991, p. S .

from the’ Ntmon-l Anocxanon of State Bud(et Ofﬁcen

Distribution of Income; Wages, Taxes, Social Securi

Income and Wages. Democratic members of the Ways and Means,Committee recently
pubixshed 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 economic expansion. This claim is echoed in other recent reports from the Joint
Economic Committee, the Ways and Means Committee, the Democratic Study Group, Citizens for
Tax Justice, and several other sources, all of which hold that because of static wages, declining
government benef its, and hngher taxes, low-income famnhes have .lost ground to wealthy families.

" These cla:ms should be evaluated in light of several considerations. . First, the
inflation-adj justed cash income of families in all income groups, including the lowest, have increased
every year since 1983. In fact, as shown in Table 4, all except the bottom 20 percent (qumnle) of
families have achxeved their highest income ever. Even families in the lowest quintile of the income
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Table 4: - Mean Pretax Family Income by Quiﬁﬁlé in Constant 1989 Dollars, 1970-1989.

Income Quintile » =
Third Fourth Highest -

29,412 39,674 - 68,224 - - -
20331 39123 68419 -
30,799 42,059 72,945 -

31,370 | 423872 73,557

30,783 - 42,172 72,121

30,153 41288 70,541

31017 42379 . 72440

310394 43325 - 740276

32,319 - 44,530 . 76,566 ;.

32,657 .. 44970 - 77.922.

31,588 - 43,828 - 75,049.
30916 - 43411 74,419
:30,381.. = 43,093
30634 . 43668 -

310985 45845

| PP R

L 48,30]‘. o
- 48,524
923

dzstnbunon 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
percent. ‘ ,

: These increases in family income are supported by a recent report from the Congressional
Budget Office. According to CBO, between 1970 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 stnkmg 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,
partxcularly those who have chxldren out of wedlock and those who do not work, do not experience
the same ﬁimmatxc increases in income as married-couple families. :

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 consultmg 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

o distribution are growing so slowly and that political orientation usually dictates the theory. On this

as on 50 many other important polmml 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 fam:ly incomes at the bottom of the distribution are a problem.

9
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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 (15 million of them between 1983 and 1989), France, Italy, the
Netherlands, Sweden, and West Germany added a combined total of about 3.5 million JObS and Japan
added only about 9 million. While the unemployment rate in many European nations and England
“was growing to double digits, the U. S. declined from 7.5 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 flippers.

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 rendntnons 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 1, 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 ]947 and 1989. : T

‘l‘he 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 ca_pita s

Figure 1: Trends in Four Measures of Real Pay: Average Weekly Eammgs. Average Hourly
Earmngs 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 1980s look like a superb period of economic expansion.

By contrast, average weekly earnings paint a miserable picture of the 1980s. After steady

- growth until the early 1970s, weekly earnings have fallen into a silump. Remarkably, even when the
~ economy took of f 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 1970s, 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 1970s 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 aimost a full hour since 1979.

By contrast with weekly and hourly earnings, and similar to GNP per capita, compensauon
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 1 pose an obvious question: how is it possxble 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 nonsupervisory workers comprised less than 65 percent of all workers. More to the
point, the 35 percent left out are, on average, workers with higher incomes such as supervisors and
executives. Not surprnsmgly, trend lines 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
conclusion they favor. If analysts want to show low wages to draw the conclusion that the 1980s
were unfair, they use wages of nonsupervisory workers and exclude fringe benefits. If analysts want
to show “Increasing wages to draw the conclusion that the 1980s were good for all classes of workers,
they include supervnso:y and other hxghly-compensated workers and select a measure that includes
employee benefits.

We think it reasonable to recognize the economic achxevemems of the 1980s -- 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 thhm a dxstnbutxon

Perhaps the most comprehensxve picture- of changes in wages along the entire mcome
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 1
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Flgure 2: Companson of Growth Rates in Real Wages for Males, by‘Various Income Groups in
1967-1979 and 1979-1987. o ' :

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 f ell for
the bottom 40 percent of workers during the 1980s seems inescapable.

The Burtless data does not suffer from tlle‘ﬂaw of bemg confined to only production and
nonsupervisory workers. - On the contrary, by using Census.data .on.a représentative sample of the
American work force, the wage information in Figure 2 represents perhaps 95 percent of all workers. .
On the other hand, employee benef its 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 bad as portrayed by the
Burtless data: -Unfortunately, such data are not available.

“Even if 4they wére our guessA 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 exammmg wage data in the first place was
to help understand the trends in family income summarized in Table 4. After extensive analys:s we
have found that the best data on wages mirror family income data: the overall pncture is good but

1s nonetheless marred by problems at the bottom of. the dxstnbutxon
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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 workers 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 mcome of
those with 16 or more years 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 expenencmg wage stagnauon and dechne.
both males and females with college educations have been expenencmg steady increases in hourly
wages smce 1980 A .

Here is a ma _|0l' explanat;on of stagnauon at the bottom of the wage distribution, whxch in
turn plays an important role in explammg stagnation in family income. As Gary Burtless puts it, the
problem 1s not as much lousy jobs as it is poorly educated and untrained workers. N

Taxes. The role of taxes is another consideration in determmmg ‘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 Instxtunon. 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 pavroll
and sales taxes than mcome taxes; the former tend to be more regress;ve than the latter. :

The federal tax system, and especially the income tax system, is strikingly progressivé. Even
so, based on recent publications by the House Ways and Means Committee, many commentators are
claiming that the tax system became less progresswe under Presidents Reagan and Bush because the’
rich paid a lower percentage of their mcome in taxes. As shown in Table 5, 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 ‘

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




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 Washington 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 a8 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 | 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 S percent of earners paid 46 percent of federal income

- taxes, up from 35 percent over the same period. Surprisingly, the bottom 50 percent of taxpayers
cg%ned just 6 percent of the federal income tax burden, down i‘ rom- the 8 percent they carr:ed in
1981 R '

: 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 1 percent by the average income tax payment by taxpayers in the bottom 50 percent. As a
measure of tax: fairness, the burden 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 expenenced
_continuously increasing federal income taxes between 1981 and 1987 In fact, the burden ratxo more
than doubled during the 1980s, from $118 to $240 . '

: What we have here, or course, are two enmely dxfferent ways of lookmg at tax changes
durmg the 1980s: Effective tax rates on the rich declined while those on lower-income families

Table 6: Percentage of Federal Income Taxes Paid b); Various Income Groups, 1981-88.

- Income Group
" Top.  5Ist-95th

t Beonornic Committee, fRzpubhun ‘Staff, 1990
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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 vnews be reconcnled?

The standard explanatnon 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
* 1980s. On the other hand, the incomes of families in the bottom two or three qumttles stagnated or
_even declined. Thus, even though they paid a high percentage of their income in taxes, the absolute
dollars paid dnd not keep up with the increased tax payments by the rich.

There i is abundant evidence that incomes of the rich increased during the 1980s. 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 i insurance, or other forms
of tax—exempt income. Lindsey’s analysts seems to show that if the tax rate on income is lowered,
so is the- mottvatlon to take earnings in a t‘orm that minimizes taxes. .

.,?l‘he mo jOl’ tax reform legnslatnon 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 shelters, 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 whnch had been
income all along but which became visible only af’ ter the 1986 tax ref orms were enacted.

) i
The base broadenmg and rate reductnons of the 1980s did exactly what they were desngned \

to do -- maintain, even increase, the level of federal revenue from taxes while mcreasmg tax:

- 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:
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. . L

It is no surprise, then, that IRS tax return data for 1988, the latest avaxlable year, show that
. income tax payments were up $55 billion or 15 percent in constant dollars as compared with 1980
- It is, however, a surpnse -- ngen the emphasis on effective tax rates by those claiming the 1980s'

was a decade of growmg tax inequity -- that the income taxes paid by the upper | percent increased -

- from $66 billion in 1980 to $106 billion in 1988, an increase of over 60 percent. The increase for
the top 10 percent was from $177 billion to $237 billion, an increase of 34 percent. Meanwhile, the
remammg 90 ‘percent of taxpayers actually paid $5 billion less in 1988 than in 1980.

A recent study by the Congress:onal Budget Office shows that the equxty 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 opposxte would be
true for the rich. .

CBO‘s results, presented in Table 7, can be summanzed 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: Eﬂectwe Federal Income Tax Rates in 1992 Under 1980 and Om'em Tax I.aws

e

Income © = " .Under 1980 Under Current ~  Percent DIff. -

Group . Tax Law : Tax Law 1980 and Curr. o
Lowest Quintile "~ " 17 28 - -263.6
Second Quintile - 13 - R X oo -64 L
- Middie Quintile 7 17 . . 463 -
Fourth Quintile - -8 G 442 o
Highest Quintile S ’ ’ . B T =352 ¢

Top 1% .. o 9 . ‘ - =302

- "V',Eot Ineo are p or 1903 by thc'Conpmiona'l Bu:déet Otﬁu ‘t'u".lhedel‘; (uni{iq; ‘with sero or
negative incomes are c:cluded from the bottom qumhh e R R S ,
M Gontrmond Bud(ﬁt 'Offxcc ‘ srEo - T .

-t~ -~ -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 pohcy durmg the 19805 are
: especxally good for the poor.

Third, underlining the remarkable progressxv:ty of tax code changes in the 19805 the f ederal

_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 chnldren In 1992, about 11.5 -
million famnlnes will receive nearly $9.5 billion f rom the EITC. ,

Tax legnslat:on passed by Congress as part of Iast 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 $20,000. while ‘decreasing effective rates for those
: .yvithvincomes under $20,000. The increase in effective rate is-around 2 percent for taxpayers-with
incomes between $20,000 and $200,000. ‘Above $200,000,:the -effective’ rate increases rapidly,
reachmg 8 percent for those above $1 million. - Thus, the tax code promises to become even more
progressive in the years ahead as federal revenues continue to nse

Socul Security Not every type of federal tax is as progresswe 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 $53,000 (in 1991) for the old
age, survivors, and disability benefits and $125,000 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 progresswe than income taxes. Critics argue that because Social Security tax rate
increases enacted in the late 1970s were actually implemented durmg the 1980s, the tax became even
less progressnve and added substantnally to the overall regresswnty of federal taxation.

But social secunty tax rates were not all that changed durmg the 19805 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 $125,000. 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. Accordmg to a recent CBO analysrs. the net effect of all these changes was
to reduce shghtly progressivity at the bottom of the income distribution but to increase substantially
progressivity at the top .

Even more 1mportant Soc:al Secunty taxes are vastly dif’ ferent from most taxes. In exchange
for paymg this tax, workers get the followmg direct benefits:

. dnsabrhty insurance, from ‘which about 4.1 million American workers and their dependents :

- mow receive benefits;

« . health insurance when they reach age 65, the value of which now averages about $3, 000 per
year per recipient; ‘ , .

. generous retirement benefits, w,hich now average around $32,000 per year for a ivorker and

srspouse.

s

;A worker retmng at age 65 in 1989 who had enjoyed average earnings throughout hxs life

. would:have paid payroll taxes which, had the money been in a bank accumulating interest, would

have amounted to $52,302. The monthly retirement benefit for this worker would be $720 ($1,080
-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 windf all from his

payroll tax investment. Moreover, the benefit payment system is highly progressive; low-wage -

workers enjoy a much higher ratio of beneﬁts-—to-comnbunons than other workers.

Though Social Security benefzts relative to investments wrll 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;ﬂ .

to recover the value of their contributions than high wage workers.

Even though the Social Security system is progressive when benef its as v.ell 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. B;panded-
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
$1,000. 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 10 million families received a total of nearly $6 billion
through the 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 substantially by the EITC expansions passed by Congress in 1990. For some families in the

llog\;gst qumtrle, EITC subsidies will expand from the 1990 maximum of $1,000 to nearly $3,000 by

In short Socral Secunty appears to be a reasonable mvestment especnally 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 pard 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 Socral Security tax is a wise
- investment and thexr major source of wealth. '
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A This overview of the federal tax system leads us to emphasize its considerable strengths and .
increasing lairness 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 p,owerf u!,progressivity effects of last year’s EITC reforms. The

federal tax system plays httle or no role in the persnstence of poverty. In fact, there is every reason
to believe that federal taxes in general, and the EITC in. parncular, are mcreasmgly important tools

o in f nghtmg poverty and low income. : : , : . ,

. 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 compamons are now sustained in large
" part by the explosion of female-headed families, the remarkable decline in work among low-income
f am:hes, and as we have already seen, the stagnation of wages among low-income workers.

oo The poverty rate for female-—headed famnhes with: chxldren has averaged around 44 percent
since 19?0 By contrast, the poverty rate for marned-couple families has hovered around 6 or 7
percent in most years. So the risk of being poor is increased by a factor of at least six for persons
living in female-headed families. It follows that if relatwely more families are headed by females
) the poverty rate will increase. Sl ‘

.-

Tablgi 8 Di\'zorccs, Out-of-Wedlock Birﬂ'as,' and Female-Headed 'Famiiies, 1960-1988.

tes, 1990 (1

el —————-—_—o——_—_-d—_ it
Wuhmgt,n,D“C‘f 0. 8 Govemment Pnntmg Office, 1990, Tables 8? 90, 126 33..:National Center.
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Unfortunately, m 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 | 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 that 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 eff ects, 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, househoods 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 w:thout 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 every 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 div’orce

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

from the Current Population Survey for 1970 and 1989, they studied the impact of changes in age,

race, education, household type, work experience, and 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 families (over the 20-year period, the

- percentage of married-couple households dropped from 70 to 56 percent of all 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 fi igure of $28,900, the bottom qumnle
of families would have had 10 percent higher income than it actually had, the rise of income
inequality would have been reduced by more 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 f: amxhes
and children have paid for the parents’ decision to create female-headed fam:l:es

The unfortunate nexus between single parenthood, poverty, and poor outcomes for children
hxghhghts 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 Prgsggfigx -

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 educatron beyond high school, get married and stay marned and get a
job and keep it. , ; . :

The hnchpm of these mterrelated prescrtptrons is’ work For most Americans, wtthout work
a decent income is impossible;' without a decent income, life tends to be bruttsh ~*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 hke thts had been seen before How did it happen?

Stmple Policymakers took the direct -approach, Poverty being defrned 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 Consumer Price Index increased
268 percent, Social Security benefits increased 349 percent. :So generous was the. system that the
average retired worker saw her benefits increase more raptdly than the average active worker saw
her wages increase. In constant dollars, the average recrptent enjoyed about a 40 percent increase
in benefi 1ts
We could do the same thing for the nonelderly poor. If the government sxmply grves 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 bnng every poor famnly in Amenm above the poverty
, lme and have money left over. .

: The ma jOl’ reason we don't follow thts course is that Americans thmk adults should provrde
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
(mcludmg many poor people) think such a pohcy would be detrimental to the poor themselves. Some:
~ economists even predict -- and they have an impressive amount of evidence on their side --- that

. giving.money to those:who don t work would induce lots of people to reduce their v.ork eff ort

The objecuve of social polrcy for the able~ bodxed is to help them become self —supportmg

- 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 qurntrles of
-American households were $9,43]1 and $92,663 in 1989 (see Table'9). This large dtscrepancy is often
cxted as evidence of the unfarrness of the American economy. , .

Simple computauons 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, full-time workers, the average household in the bottom quintile had less than .2 workers.
In other words, on average only l.of 5 households in the bottom quintile had a year—round full- trme -

© worker.

Grven this relationship between work and household mcome lt is not surprising that level
of work also-has a substantial impact ‘on poverty. Table 9 shows the poverty rates for various
demographrc 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 relatxonsth 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.

Demographic DidNot  Part _
Group ~ Work " Year

.- All Persons - - 207 .. - 135
<7 All Family Heads 234 . 190 -
_-... Female Heads : 537 . 436

---i‘,j;;"Unrelated Indzvnduals 3.0 o 280

P Mg Dm are forpooph 15 and over.

- ﬁggm_T .l:‘nd L: Poverty in the United States. 'r.;zmy before the Joint Economic Committes, 26 Jul
1081 . 2. T I o

- 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; if 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 qumtxles 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,

. Table 10: Number of Full-Txmc, Year-Round Workers in Vanous Family Typcs by Income
* Quintile, 1970, 1980, and 1986.

1ghcst Qm_ntll »
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- the average famdy in the mndd!e and top quintiles had 1.06 workers and 1.42 workers respectwely
Families in the top mcome 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 a8 simple one: families with

workers have money; f amilies with lots of workers have lots of money; families thhout workers have
. little money. . :

" A second conclusxon supperted 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 care while other adults work either way, the
'presence of two adults raises the probability that at least one will work. , e

Perhaps the most arresnng 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 qumnle was .61. Notice
also that the average number of families with a year-round, full-time worker in the bottom quintile -
declined from .42to .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 lowest quintile. The
explanation for this paradox is that there were relatively more single-mother families in the bottom
" quintile in 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 ennre quintile declined substantially:

“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, we would not expect
anyone to be surprised by the finding. What could be more elemental than the claim that most
_people get money by working or that work is the single best insurance agamst 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
Amencans would work consistently throughout their adulthood seems reasonable

‘But the prediction is false. Umvemty of Chicago economists Chinhui Juhn, Kevin Marphy,

and Robert Topel have provided illuminating data on the long-term trend toward nonwork among
Amerncan males. Table 11 shows the remarkable trends in unemployment and dropping out of the

. Table 11: Nonwérk AmcngA Adult Malcs During Selected Years, 1967-1988.

percentage dtbe year spend
hu'ty Fears o{hbor fom expev
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labor t‘orce among male workers If we compare the nonrecession years of 1969 and 1988, both the
increases in unemployment and out-of-labor 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 nonwork
of a startling 80 percent.

' Though the decline in work occurred among all demographic groups, the decline among
blacks is especially notable. In 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 flip side of these
figures is that in 1980, nearly 3 of 10 black 18 year olds, and more than 1 in § black 35-36 year
old males was unemployed, out of the labor force, or in Jml

The declme in work among young black males is extremely troubling. Little comfort is to
be found in more detar!ed 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 thh 7 years or less
education to 4 percent for those with 16 or more years; the average across all education grouprngs
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 t:mes ‘greater than those for whites, ,

Unfortunately, these trends have continued during the 1980s. Although unemployment'j
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 mcreased by
nearly 18 percent.

_ - Many economists believe that the high demand for labor typrcal 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
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 2! percent. Although one might feel some disappointment in the inability of extremely low
unemployment levels to make labor force nonpamcmauon fall below 20 percent, the finding of a -
25 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 § percent, labor force nonparticipation hardly dropped
at all. Even worse, in cities with § 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 males back into the labor force, there is little prospect for a reversal of the historic
pattern: of increased labor force absence by these young men.

: 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 ma Jor cities with 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 men in cities fighting for a shrinking number of high-paying
manufacturmg jobs. They do not work, in other words, because jobs are not available.

‘The second tenet of the spatial mismatch theory is that most of the. hngh 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 services, finance, and similar fields. These new jobs, however, require
much higher Ievels 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 apanal mnsmatch theory has a good deal of vahdlty On the other hand, as. Larry Mead
of New York University and Marvin Kosters of the American Enterprise Institute have argued, the
‘evidence on the theory is not as’ persuasnve as the reasoning. Three of the more nmportant arguments
that have been offered in opposntnon to the theory are: people have left the gnner-cxty at a greater
rate than jobs, thereby leaving a net increase in the jobs-to-population ratio; many cities -~ such as
New York and Washington, D.C. -- have never had a very big manufacturmg base and yet suffer

from the same high levels of nonwork as Detroit and Chicago, where manufacturing jobs used to be
~ plentiful; and many cities -- again, New York and Washington, D.C. are examples -- have efficient

transpormtxon to the suburbs, where jobs are pient:f ul, ,

: Even more compelling than these arguments, however, is information given to the Census

Bureau by nonworking males themselves. - About 22 percent of all men, 50 percent of poor men, and
65 percent of poor black men did not work at all in 1987. Census Bureau interviewers asked these
nonworking men why they did not work. Only 5 percent of all nonworking men, 14 percent of
nonworking poor men, and 16 percent of nonworking poor black men said the main reason they did
not work was because they could not fi ind a job. . :

"Taken together, 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 mner-—cnty. Once
‘again, the :mportance of skills and education in accounting for labor force problems is evident.

Marriage and work are the cornerstones of American society. ‘Both have suffered greatly in

" *“the past several decades.. The precipitous increases in divorce of the 1960s and 1970s 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 nonformation and dissolution, like the rates of nonwork,
are unacceptably high, Even more to the pomt, both nonwork and illegitimate births have dnrectly
undermmed progress agamst poverty, low income, and income mequahty .

ngmgry

The evidence rei/iewed above leads us to five conclusions:
_‘ » “ Until the recess:on year of 1990 poverty declined and average real wages mcreased every
year after 19837 : :

¢ Most govemment social programs have enjoyed mcreased f undmg during the Reagan-Bush
years; in real dollars spending on social programs other. than Social Security increased by 20
percent between 1981 and 1989 and spending on safety.net programs incréased by nearly 435
~percent between 1981 and 1989; federal social programs continue to effectwely transfer
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.,bui also the féderal
income-tax system is more progressive than it was at the beginning of the 1980s.
AT : . S

- Despite the overall increase in family and individual income, wages at the bottom of the
income distribution are a problem and low-income families with children have not en joyed
‘the income gains enjoyed by other famnlnes :

- Individual choices, 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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SECTION II

- The Undefcléss: Hélplcss and I;iopcless? )

Studies that follow families over a period of many years show that there is .
~substantial movement within the income distribution, including into and out of poverty.
- Similarly, studies show that hundreds of thousands of families move onto and off the
welfare rolls every year. Despite this movement, which in itself demonstrates the
. - opportunities available in the American economy, there is nonetheless a substaniial
. igroup of poor individuals and families who remain mired in poverty year after year.
. “Even more important, members of this subgroup can be distinguished from the majority
wof -poor citizens by their behavior: they drop out of school, have babies outside
-imarriage, work less, remain on welfare longer, and engage in criminal behavior, These
behavioral tendencies represent a serious, but not insurmountable. barrier to 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: ma.skmg 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 economnc progress on those at the bottom of the great Amencan job
and income machme :

In recent years, the academic community, the media, and policymakers have become

' mcreasmgly 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 partxcular subset of the:

poor is of specxal concern and should be a focus of social policy.

. The essential characteristic of this subset of the poor is behavior that is inconsistent thh 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, bnrths outside marriage, dependence on

. welfare, drug use, and crime.

c~4§

Semmal work on the underclass has been done by lsabel 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 thmughout the.nation that have exceptionally 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 f rom 752,000 in
19?0 to 2.5 mllhon in 1980.

Underhnmg the importance of Sawh.d]’s f mdmgs is recent demographxc 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 ma)or 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
famxlxes increases, these neighborhoods become transformed into “physically deteriorated areas of
h’nlgh 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 optlmism All is not
bleakness and despair. Even so, the underclass problem in many of the nation’s central cities 1s
serious and policies adopted thus far have not been very effective. )

Begm with crime. Despite the media drumbeat about drug-related killings and rapidly
escalating crime rates, the national pattern is more complex: ancreasmg rates of crime unti! 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 increase at a somewhat
moderated pace until it 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 doubled; 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 well below the 1980 level.

: Although demographxc factors, especxally aging of the population, undoubtedly play some
‘role in:these trends, the high crime rates in some of the nation’s major cities 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 surpnsmg Since 1975, researchers at the University of -
chh:gan 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 51 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 tempered by measures of drug --

. particularly crack -- use in the inner c:ty The numerous reports of:crack abuse by pregnant women

_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 natxonal declines mask

actual increases among vuinerable subgroups -- the same pattern we observed in the case of crime.

. Even so, there does seem to be some decline in drug usé 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, droppmg from about 50 percent to about 25 percent. The rate among
black Americans is even more 1mpress;ve. droppmg from over 80 percent to about 35 percent.
"Although dropout rates for Hispanics and inner-city schools remained high, during this penod the
median years of school completed by all students increased from lO 610 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 cdllege enroliment 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,

Years of schooling, of course, is not the only measure of educatronal progress Equally

important is what children are learning while 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 typxcal Between 1971 and 1988, white

children in the three age groups showed vrrtually 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

b, - National Assessment also showed that the biggest gains were scored by disadvantaged urban cluldren
- and children whose parents had not graduated from high school.

: Scores on the scholastic Aptitude Test taken by high school seniors also demonstrate the
E pattern:of stagnant or declining scores of whites 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
achtevement are tmprovmg their scores and simultaneously closing the gap with whites.

v

Another of the great myths of conventional wisdom is that the earnings of black Amencans
have fallen 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 1987 dollars) mean annual wage 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 {:’
e " 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:
‘ and achieve each additional step on the education ladder from high school graduation to graduate™
T .~ work or professional school, they can expect to reap the financial rewards attendant to- thetr
educattonal achievement. s

3
3
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A Celebratmg the great movement toward wage equality and equal returns to schoohng between

, ~ blacks7and whites is not a way to endorse the status quo. Far from it. Capitalist economies are

_— always® dynamnc The skills needed on some production lines even 2 decade ago are now outmoded.

; - Numerous private-sector and government reports of recent years have emphasized the need for a

i : flexiblé“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 tnterplay 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 requtrements
“production processes, and workmg environments will be left behind.

And here we arrive at a problem that should attract great attention from polrcymakers in the
years ahead. Many of the nation’s high schools do a reasonable job of equipping their graduates to
g0 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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P reach. partty wrth those ol’ wlute Amerrcans unless, among other thmg, the qualrty of urban schools L
/ 1mproves : : , : o .

The problem of a srgmf icant portton of Amerrca s youth bemg unprepared to enter

- productive employment has alreddy started. After the solid economic progress by minorities in the
- decades leading up to 1980, continued rmprovement during the economic expansion that began in

- 1983 might have been expected. But the opposite happened. From 1980 to 1985, the wage gap .
‘between black and white workers actually widened for those under age 35. Older black workers held‘
the garns they had achreved earlter. but new: entrants into the labor force did poorly L

As drsturbmg as these wase developments arc, a balanced messment of opportumty requrres

. Us to examine the economic progress of young adults 'who follow basic rules of citizenship such'as

- completing school, avoiding parenthood before marriage, and working. Charles Murray has analyzed

o _data from surveys conducted between 1970 and 1980 at the University of Michigan to show that- :

. whtte males who completed high school had about a 1 percent ‘chance of living in poverty. Even
“more. remarkable, given that the 1970s were a decade in which the black poverty rate never fell
_ below 30 percent, married black males wrth a hrgh school degree ‘had-less than as percent chance

of hvrng below the poverty line. _‘ L c I, S ALy

Mere recent data from the same Mrchrgan survey - allou us to examme the economic

' consequences of following rules of cmzenshnp in greater detail than ever before. Have the economic '

“rewards for 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 :1973 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 1llegrtrmate child.. Consistent with Murray's earlier study, . ‘
: followmg the rules allowed young females to be quite successful in-avoiding poverty during all three
. time periods. For white females in all three cohorts, only around 3 percent of those who followed .
- the rules were poor at age 25; for black females the figure was higher, around 13 percent but still

_ far below the average poverty: fi igures for all blacks in each time perxod ' . %

Now consrder what happens to those who did not f ollow the rules For those who quit school
‘or had-an illegitimate birth as a teenager, the consequences were severe and increased .dramatically
. over the period. For white f emales, 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 astounding ---
from 25 percent to 48-percent. These numbers suggest that the American economy protects those:
who follow the rules and pumshes those who don’ t and that the retrrbutxon xs more serrous now than
m the past : A o ‘ e

) : We are greatly concerned about the dramatic increase in: poverty among young adults ‘who
qutt school or have babies out of wedlock, but many Americans would probably hasten to pornt out
-that the result is not altogether unexpected However, even:critics -who emphasnze the justice of

., rewarding those who follow rules and punishing those who-don’t are certain to be uncomfortable .
-about additional information depicting the economic history of these cohorts of young women. We

have seen that most 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 black females are downright discouraging:

~ in inflation-adjusted dollars, their -average family incomes declined from over $26,000 to under
‘$18,000, 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 $25,000 declined precrpttously from 51 to 36 percent Remember these are young‘ :
- ' women who followed the rules ~ , R : f - _

. “At ieast tnost of the rules 'I‘he rule omitted from the Untversxty of Mrchrgan data 13 get .
-married and stay married. Unfortunately, the Michigan data published thus.far do not include
' mformatton on whether women who remam mamed contmued to do well economrcally Abundant
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information from other sources, some of which was reviewed above, indicates clearly that staying
- married is still an effective way not simply to avoid poverty but to achieve a substantial family
income.

Unfortunately. the probabxhty of bemg married declined during the 20-year penod covered

by the Michigan data. For whites, the percentage of women aged 25-29 who were living with a

spouse declined from 83 percent in 1967 72 to 61 percent in 1986-88. For blacks, the decline might .

be compared to falling off a cliff -~ from an already depressing 60 percent in 1967-72 ‘to the

‘astonishing level of 35 percent in 1986-88. To make matters worse, the percentage of black 25 29
_year olds who had never been married rocketed from 19 to 50 percent.

. Mamage or lack of it, isa cntncal piece of the problem we are pursuing. lf mamage is so
_ important for avoiding poverty and gaining affluence, why don’t more young women marry? 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 -- from $16,000 to $10,800. Note that black males with
- & high 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 Il

A Social Covgnant for the 1990s -

The nation’s most serious domestic problems are tied to three complex and
stubborn trends.: declining wages for low-income workers, increasing rates of family
dissolution, and falling rates of work. The latter two problems in turn reflect a

,fundamental breakdown in the obligations of personal rectitude and citizenship.
“Reconstructing these values cannot be done by government programs alone. Rather, in
“~addition to new and more successful government programs, we must call upon every
. .8roup of citizens implicated in the poverty problem to modify their behavior. As there
“is plenty of blame to go around, so should responsibility for solving the problem be
distributed. We propose a new social covenant that specifies the responsibilities of
policy makers, teenagers and young cdults themselves, parents, and national and local
community leaders. Only the simulianeous efforts of all these actors will lead the'
‘nation toward serious progress against our most 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 individual advancement, that government spending’
provides both a springboard for those who would achieve and a safety net for those who fall, 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 individuals, 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 laws 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 Health 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. ‘

31




" Naivete has had its day. - Scholars, govemment officials, reporters. and pundnts 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 '
Supplemental Food Program for Women Infant and Children (\VIC). 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
less should they lead us to a new apprecxanon for the years of patient effort that w:ll be required to
find and 1mplement ef fectxve anti-poverty polxcnes }

Durmg 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. des:gned to test
potentml solutions to these problems by conducting large-scale demonstratnons ‘

“We are now in the process of' organizing work groups that'wpll fully develop'legislative
proposals in each of several areas and then lobby for passage of legislation during the 102nd
- Congress. In accord with the fiscal realities imposed by the 1990 budget agreement, each work
group will be responsible for 1dent:fymg potential sources of money (either revenue mcreases or
rednrect:on of current spendmg) to fund its recommendauons

4
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- ‘policymakers should be with taxpayer dollars.

.welfare. The final bill did both. The major innovation of the Act was to put real teeth into the®

SECTION 1V

Policy Recommendations

In calling for a "New Social Covenant,” we recognize the critical role Congress
must play in solving poverty. To help fulfill the Congressional responsibility, members
of the Wednesday Group are forming work groups to address key aspects of the poverty
problem: welfare reform, young mcles, families at risk, housing, health, education,
and decatagorized services. Over the next two years, we will develop, introduce, and
~uwork for passage of legislation designed to attack these domestic problems.

FOr N
Y

L open : r Famili

- -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: generousi

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’ &5
[ Ay
Democrats who wanted to increase welfare benefits and Republicans who wanted also to strengthen: . =i/

the requirement that welfare parents actually work toward self-support and mdependence from-

requ:rement for job preparat:on by compelling states to involve a Specxf ied percentage of AFDC
parents in job preparation, jOb search, and work programs.

As always, whether the 1988 Act signals a real change in welfare policy depends on.

: xmplementanon and, in the longer run, on subsequent legislation. For the first time, the law now’

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 spendmg On the other

_hand, unless the new approach to requiring behavioral changes in welfare parents is strengthened,

it can be expected that before long welfare will again recede in the direction of a mere income
mamtenance program--with all that means for entrenched dependency.

The pamc:pauon reqmrements of the Family Support Act are actually a log:cal 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
important, 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 doubled between

- 1981 and 1985, from about 400,000 to about | million. Solid 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 to 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 f orce and
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€arn more money than snmnlar mothers who drd not partlcrpate in the programs. Long term f ollow-
up showed that the employment ‘and earnings gams persisted for ‘at least three ‘years after the -
programs ended. And in an outcome of some interest to those concerned about government
spendmg, most of the pro;ects actually saved government money. - ‘ ; .

There i is every reason to believe that the 1988 Act has created an opportumty for state and
local officials to bring the benefits of work, and even mdependence from welfare, to hundreds of

" thousands of welfare families. In short, welfare policy is on the nght track. Policymakers can now

. take several steps to move the nation’s welfare polrcy f urther in the rrght direction and thereby
. provnde tangrble help to poor mothers. i

Flrst Congress must do somethmg borrng and thankless it must ensure that the 1988 Actis -
. competently unplemented This will require strong and imaginative Congressronal oversight,
' partncularly by the committees of jurisdiction-~the Ways. and Means Committee in the House and the
Finance Commxttee 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 vrsrtmg work programs-in their area and keeping in touch 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 requrrements through changes in the regulatnons that govern rmplementatron of the Act o
Lor changes in the statute xtself _ S : : ;

Coa R

Second Congress should caref ully monitor the effects of the huge Earned Income Tax Credrt el

(EI’I‘C) expansion enacted by the 101st Congress If work requirements are a kind of stick. desrgned

- to push .welfare clients into work, the EITC is a carrot designed to make work more attractive.

.‘Caprtalrzmg on efficient administration by using the tax.system, until 1990 the EITC provided a

. maximum of $1,000 in cash.wage supplements for low-income working families with children. ‘The

EITC expansion’ enacted by Congress last year will increase the basic credit from 14 to 23 percent .

" over a four year period and provide an additional 2 percent to families with two or more children,

. another.5 percent for families that have a child under age 1, and still another 6 percent for families

‘that use the money to purchase health insurance (the maximum wage base in 1991 is $7, 140)." By

- 1394 some families will recexve income supplements of nearly $2, 900 or more: than one- thrrd of K
~' t err wages . . .

' Thrs level of income supplement through the EITC should provnde substantral incentive for
welfare famrhes to take jobs:in the private sector. A mother with two children, one of whom is
.under age I, who leaves welfare for a $5.00 an hour job will receive a wage supplement of about

$2,400 per year. In addition, because of provisions in the 1988 welfare reform bill, she will be able ‘

Lt 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 child. care subsidy for

~ at-risk families and the new block' grant child? care-subsidy-.enacted: by*Congress last year In
- addition, she will be eligible for about $400 through the EITC to- purchase health msurance

As wrth the Famxly Support Act, the new EITC legrslatnon should remmd us that
.. Congressional responsnhrhty for good policy does not end with the mere passage of a bill. We know .
- from years of experience that thousands of ehgrble families do not know about the EITC. Further, -

. we know that although workers-are eligible to receive the EITC in their paychecks, where: it will do

more good than a lump-sum payment at the end of the year, less than | percent actually get their
. money this way. In short, implementation was a problem even before Congress expanded the EITC

... last year. Now the ‘Committees of jurisdiction as well as Administration officials should take the
o steps necessary to insure effective rmplementanon of thrs splendrd leg:slatton ’

Wrth the welfare reform bill of 1988 the EI‘l‘C expansrons of 1990 and the numerous;

‘ _expansions of Medicaid since 1984, Congress has created a system in which single mothers can accept .. .-

. a modest starting job and enjoy income of around $12,500 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 ehgable for
housing assistance, and her children would be eligible for free school lunches and a number of other

‘federal and state benefits. From the perspectrve of 3 mother on welf’ are, the life beyond dependency
could begin to look f: atrly decent.

Nor have we included in this enumeration of income and benef its any money from child

" support. As several 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 $16,000 per year. If even $2,000 of the
. father’s earnings were paid in child support, the mother and children would have around $14,500 per

year in cash. The point: between the pnvate economy and the nonwelfare government programs, we

. have created an economic environment in which poor mothers 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 chrld support enforcement are rmplemented vrgorously

«Not all poor families will caprtahze on the opportunity provrded by these programs People

" who have finished school, avoided irresponsible parenthood, gotten and stayed married, and tried -

conscientiously to work do not wind up on welfare for five or ten years. Long-term and potentnally
long-term welfare mothers are not simply a cross-section of the American populanon or even of the

- poor. They are, in large part, people who may not be highly motivated to take actions that would
lead to self support. Given that around 2.6 million of the 4 million mothers on welfare at any given-
o mgment will eventually collect benefits for 8 years or more, the system needs a fundamental
'*-.'A_re esign. © . L » . . o :

Thus, our next recommendatton for Congressronal action is to place statutory lrmtts on the

'flength 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; -
’ _ the time limitations now being discussed vary between 2 and 7 years. After the fixed period has

expired, the parents’ cash benefits will begin to decline unless they show substantial progress toward:

.. independence by completing high school, taking a part-trme job, or entering a trade school. If the”
- cash benefits begin to decline, the famxly 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 snmlar plans, although they believe government sponsored T
- jobs must be guaranteed. - , , ae

| [N o . PR N

‘This simple reform would convert welfare from a cash assistance program to a job

' preparation program almost overnight. Taken in combination with the 1988 Family Support Act and"

the. expanded EITC, the reformed welfare program would be much more likely to serve as a
would no longer serve as a warehouse for parents who cannot earn enough-to support their families:
rather, it,would serve as a backup to temporarily assist parents who, for one reason or another, fail

. tobe hfted toward economic success by the normal route of high school completron post-secondary
- .trammg or edumnon a.nd early Job experience. :

, This step toward self -relrance by welf are f amrlres should be accompamed by additional steps
toward increased parental responsibility for their children's health. Recent years have seen
disturbing indications that preschool children do not receive all their immunizations. A 1985 report
from the American Public Welfare Association showed that around 25 percent of preschool children

" had not been vaccinated for measles, rubella, mumps, polio, or diphtheria. The APWA report also -
 reviewed survey data showing that poor children in central cities were up to 20 percent less hkely R
to have appropnate vac:cmatrons than other children. : S

The possrble consequences ot‘ missed rmmumzattons are illustrated in dramatxc 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 byA the - ‘Department of -Heaith and Human Services found that up 'to 90 percent of
unvaccinated preschool children.were in federal social programs, including AFDC. In Mrlwaukee :
for example, 86 percent of unvacemated children were in the AFDC program.

- Holding AFDC parents accountable for the well-bemg of their children seems reasonable.
~In the President’s 1992 budget, the Centers for Disease Control suggests that welfare.benefits be
contingent on timely immunizations. Given that the basic objectrve of AFDC is to provide support
for children, making sure that parents accept responsnbrhty for immunizations seems to be a step
toward fulfxlhng 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 penods 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 mechanrsm f or momtormg fulfillment of the vaccmatron requnrement could be a simple
¢ard, stamped in some way by the dgency admnmstenng 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 time: as evrdence of trmely rmmumzanons was
,submntted o g ‘ : : - '
In keeping with the social covenant outlined above, these attempts to increase parental
*re‘sponsibihty should be accompanied by a stronger federal commitment to increasing the economic
- security of female-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 $2,000 to all custodral parents, with perhaps an additional $500 per child for
every child after the first. The benefit is funded erther by child support pard by the noncustodnal
parent or, if that fails, by the government.

The nation currently has af ederal-state child support enforcement program in whrch about
13 million families pamcxpate 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 $6 billion is collected by the program. An important goal of the new
child support assurance policy would be to improve the ef’ fectiveness of the current child support
system in order to reduce the costs of the assured benef it.

‘ , From our perspecnve, child support assurance has several attractive f eatures First, it is not
~ welfare. The benefit would be universal; all single-parent families would be eligible for the assured
benefit of around $2,000. For most families, the noncustodial-parent-would pay more than the
-, assured benefit; the government would then recapture its expenditure- and.- the rest would be
forwarded to 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 commrtment to guarantee at least a gnven level
of cash support to all custodxal parents., S .o :
'I"he assured benefrt can also be seen as a program that encourages mdependence In
combrnatron with moderate wages and the EITC, it increases the odds that single mothers can
provrde 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 welfare. Equally important, .
~ unlike welfare payments, the assured benefit may have the attractive feature of minimizing work
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 earmngs . 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 benef it,
-however, is kept at the same level regardles of whether and how much custod:al parents earn.

On the other hand, the assured benefit has a number of potential flaws. The most :mportant
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 spendmg cannot be controlled until entitlements are curbed. Creating a

o new entitlement program flies in the face of this concern.

; Another powerful argument against child support assurance is that it may provxde an

" incentive for family breakup and illegitimate child bearing. This perverse incentive lies in the fact

- that only single parents receive the benefit. Opponents of the assurance program argue that such a

: benefit rewards both divorce and out-of -wedlock 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 degree. 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 smgle
=, : parentmg before we could support a universal assured benefit program.

w : -We have already pomted to the possibility that, because it does not dechne with income, the

o - 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 addntxonal income may reduce the need to work. Reduced work by single mothers might-have -
some positive effects, but greater economic security is not one of them.

In addmon to child support assurance, another faxmly benef it now commandmg attention - el

. in Congress is tax breaks for families with children. Two major types of tax breaks are being o

- considered: increases in the personal exempuon 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 $600 had kept -
pace with inflation, its value today would be nearly $3,500. Some. analysts argue that even $3,500 -
is too low; if the exemption had kept up with per capita income growth as well as inflation, its value "

L " today would be around $8,000. Whatever its value, any decline in the personal exempnon hits -~
, families with children hardest because they are blgger and therefore get more exemptions-than -
families without children. For the same reason, any increase in the exemption’s value would provnde

, greater benefits to families with chnldren than f amxhes or households without chxldren

kg o

e

b R 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
prov:de :no0.help at all to poor families. Here's why. A married couple thh two children and an
income 6f $20,000 pays an effective federal income tax rate of 15 percent; a similar couple with
earnings of $80,000 pays at a rate of 31 percent. The tax rate, of course, is applied to income after
. deductions have been remoyed One of these deductions is the personal exemption. In effect, then,
I the exemption to a family in the 15 percent bracket is worth only. 15 percent of the exemption’s
c.. : 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 $3,500, its value to the poorer family would be .15 x $3,500
or $525; its value to a family with higher income would be .31 x $3,500 or $1,085. Moreover, a
workmg t‘axmly with two children and an income of $14,000 or less would receive no money from
< the exemption because such families do not earn enough under the current system to pay taxes (they
2 receive 4 personal exemptions worth a total of $8,600 and a standard deduction of $5,700; their total
- deduction of $14,300 is more than their total earnings so they have no taxable: mcome) Clearly,
- expanding the personal exemption would reduce the tax code’s progressmty Not everybody thinks
this is a great idea.
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. Enter the chxld tax cred:t. Unhke an exempuon \vhxch is applied to mcome, a tax credit is
taken dnrectly off taxes. Thus, any family that pays taxes is helped by a credit and the face value
of the credit is its actual value to'every famxly 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 reduce) Anyone wantmg to use tax breaks primarily to help
poor and low-income families will criticize the exemption and praise the cmd:t especnally 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 $1,000 per
child. Under this proposal, a 17-year-old never-married mother with two children who had never
worked would receive $2,000 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
makmg the credit dependent on earnings or by reducmg ‘its snze for families thhout earnmgs. .

 Given the interest in tax breaks, the chnesday Group intends to devote- f urther. attention
to these various alternatives. However, all of the plans are extremely expensive 1o taxpayers -- the
cost of one personal exemption proposal now before Congress is about $15 billion per year; the cost
. of -a $1,000 per child tax credit is around $20 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:well along in developing and xmplementmg some of the less expensive, but no less

- .1mpcrtant ant: -poverty propsals outlined in this section. . ) .

"This package of changes in federal welfare law is consistent wnth the socnal covenant set f orth -
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 of economically
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 tov»ard self
suff 1cnency, and meet the obligation of pohcymakers to the Amencan taxpayer 3

However, in light of the uncertainties associated with both chnld support assurance and
time-limited AFDC, we recommend that several million dollars be authorized. by the Ways and
Means Commnttee to finance large-scale demonstrations of these two new programs. The history of
welfare reform is replete with good ideas 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
- 1ncome, work effort, welfare exits, and welfare expenditures. If the demonstrations.on child support
~ assurance and time- lnm:ted AFDC show the 1mpacts to be posxtnve, we can move ahead with full
- implementation of what works. This strategy requlres patience, but it protects taxpayers against
_expensive mistakes brought about by policymakers acting. on the basis of inadequate information.

Young Males: Tough Chall

" 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 traxmng programs, and many have simply
dropped out of the workforce. Further, their high rates of crime, vaolence and 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 for $5.00 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 cnty, 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 reestabhshed and the good guys once again
control the streets. ‘

But we need also to think of ways to increase the returns to md;vndual et‘ fort. 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 will 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 jpercent of"

fathers of children on welfare make formal child support payments. Congress felt that the-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 successf ul;‘

_ The Manpower Demonstration Research Corporanon 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 success 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, f md‘
: jObS and then pay child support, an even more fundamental step will have been taken

Second, the Federal government should mvesngate the long-term effects of prowdmg,~
substantial rewards for inner-city and low-income youth who graduate from h:gh school. Isabel
Sawhill:of the Urban Institute and others have proposed that the nation create a training account of,
- say, $10;000 that every low-income youth could use as a kind of voucher for post-high school

: educanon trammg, 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 that 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 provxdmg education and job training to low-income youth of Jumor-hlgh and senior-high school
* age in small, residential centers located around the nation’s ma_;or 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 allow policymakers to evaluate the effects on youth. development of radical changes in the
educauona] and hvmg envxronment

Fmally, programs that foster entrepreneurtal actmty 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 Wednesday Group- members Rep. Fred
Grandy and Rep. Andy Ireland. There are currently several dozen programs of this type in the
nation’s major cities, most of them surviving a rather precanous financial existence. Two' examples
will illustrate the types of programs we have nn mind. : :

. The Edncatnon Training, and Enterpnse Center (Ed’l‘ech) in Camden New Jersey operates
two take-out sandwich shops and a plant store. Initiated with. money from the Summer Youth
Employment Program (part of the Job: Training Partnership Act), the business 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, the program has now beenin existence for over
a decade. A measure ot‘ 1ts success 1s that it: recently WOn.8. contract to manage a cafetena at the
county hospntal :

Another . example of these entrepreneunal programs is Youth" I—‘utures in aneapnhs
‘Minnesota. In operation since 1982, the program works with kids between the 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 in.basic economics; busmess math, recognizing employment opportunities, and so f orth

Pohcy proposals on entrepreneurxal programs suffer from two shortcomxngs. 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, ef fects .

A second problem with these programs is that they are dnverse and dnf ficult 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 f it local cxrcnmstances. many
observers have been calling for more autonomy at the state and local level and 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 gmde to policy. When

_the points of light all have different wattage and different sources of power, it is difficult to select
.the ones 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 a fair proportion"ot"failures among the SUCCESSes. -

, Nonetheless, . the idea of more flexibility in fi undrng and more federal support’ t‘or
neighborhood groups is so attractive that we want to examine more of these programs in detail.
part of this study, we want to explore the use of enterprise zones as a possnble way to help strmulate
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, provide them with greater federal support, and ‘assure that the federal

support is flexible enough to be usef ul

Our proposals for assrstmg poer t‘amxhes are varied and complex. Even so we thmk it wise
to pursue as many of these strategies as possible, at least with large -scale demonstrattons A group
of our members will help plan these demonstrauon proposals in detarl and wnte the necessary
legrslatron o « : o RS
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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 foster care is one of the fastest
growing types of federal social spending. Though recent data on state expenditures are not available,
8 1990 report from the American Public Welfare Association seems to document a rapid rise in state
expenditures as well. T . - :

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 of 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 and 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 slowly or declined since the early”

1980s. Meanwhile, funding for the open-ended foster care and adoption entitlement program has” S
exploded from around $400 million to more than $1.9 billion in constant 1990 dollars and is expected*: T
- to grow to $4.5 billion by 1996. - ' ' ' S

B
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_The House Ways and Means Committee, the Senate Finance Committee, and the House Select’
Committee on Children, Youth, and Families held hearings on these matters during the 101st
‘ Coqgress. 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. Downey’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.
Takq Florida as an example. In 1990, Florida received around $10 million from the Child Welfare
Services program, about $16 million from the Title IV-E foster care program, and about $5 million
from the Title IV-E adoption program. Taken together, Florida had $31 million to conduct all three
programs. . .
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Although Flonda officials have great flexibility in how the SlO million in service dollars can

. be spent, they have little flexlbnhty in spending the foster care and adoption money. The advantage
of the demonstration approach is 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 more 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
adopnon 'I‘hns demonstration program would accomplish several goals. First, it would allow a
number of states to expenment with innovative approaches to helping families with serious problems.
If the job training experiments conducted by states in the 1980s are a precedent, we can expect to
learn a great deal simply by encouraging state initiative. Equally important, the field of child
-welfare would begm to accumulate quality data on the effectiveness of specific practices used by -
socsal service agencies to help problem families. , .

- For example, ‘a major focus of the demonstratxon programs would be preventing: famrly
breakup In recent years, most states have implemented new programs designed to 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 identify
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 not yet supported by appropriate
evaluat:on studies. The demonstratron program we propose can provide the needed evaluations.
There is an equally pressing need for information on how to quickly reunite families once a chtld
has been removed and how to terminate parental rights in a- nmely fashnon o . .

Variable Rate Allowan

S One of the most fundamental ways to help families is to design pohcxes 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 -- since 1980 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
million since:1980; and the average benefit is higher than ever.

. Although advocates and the media put the number 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. est:mate shows that good poltcy might actually produce good ef’ fects

Homelessness has many causes but lack of decent housmg 15 not: always the most 1mportant.
Whrle 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. Asshown 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 crowdmg has
reached an ali-time low : :

- ' Desprte these successes, all but obscured by medra stories that herald the nation’s housmg
) woes there is unease among the scholars, officials, and pundits who are knowledgeable about federal
. housrng policy. Assume that good housing pohcy would reflect three criteria: efficiency, equity,

" . and market compatibility. Even a cursory review reveals that f ederal housmg DOlle has plenty of

room for improvement on each of these three cnterza R RS
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Accordmg toa recent housmg newsletter, by 1988 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,

Vzolanons of equity are quieter than blow:ng up bmldmgs But they are equally serious.
None of the federal housing programs are entitlements. When the 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 effi ncxency and equity are sccounted 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 Housmg Authomy (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 benefxts that flow from unfettered competition
for housmg dollars.

: . Moreover, even the voucher programs are not alwsys consnstent with f ree market principles.
Vouchers:allow 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 safé and affordable housing on their own:
- Hence the need for housing regulations. There may be political reasons for regulanon 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, Not

-in My Backvard, recommends a new balance in the economic costs and benefits of federal housing:
« regulations. Meanwhile, we conclude that even when federal policy attempts to mimic market forces,

the result often proves that half-way measures produce half -favorable results.

Housmg vouchers have expanded f rom 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 dramatxcally, 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 50 percent of their income on housing. Others spend much”
less, ptefernng to spend more on food, a better car, better education for their children, or any of-

a host of other consumer goods or investments. A e

i Despite thzs diversity of needs and desires, the federal government gives vouchers that can
only be ased for housing that satisfies a 20-page list of federal standards. As a result, around 40
percent.of .people who recewe 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, low 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
housmg stock is now at an all-time high.

ST y As Irving Welfeld of the Department of Labor has argued in his widely acclalmed book,

W 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 mxmrmze 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 housing. 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 i income, families would recéive a higher percentage subsidy for each additional percentage point
of their income they. are willing to spend for housing. Above 25 percent, each marginal percent of
income receives a smaller marginal percentage subsndy. : .

Consnder an example A family with a.minimum wage income of around $9, 000 per year
would be able to spend $150 per month if it wanted to spend only 20 percent of its income on
housing. Under the revised voucher program, families would receive a subsndy of $18 per month for
each percentage point increase between 20 and 25 percent of family income, $15 for each point
between 26 and 30, $12 between 31 and 35, and zero above 35. ’I‘hus. under the new system, this
same family would receive an $18 subsidy if it spends 20 percent of its income for housmg, $108 for
25 percent, $183 for 30 percent, and $243 for 35 percent or more. Instead of $150 in purchasing

- power, the family could now enter the market with up to $393 if it is willing to spend 35 percent .
of its income on housing. Not bad for a famnly witha monthly income of $750

The advantages of thxs program are legmn Fxrst, 1t would be relanvely easy to 1mplement A
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-page table,-designed specifically for
their income and size, that tells 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 the:r expenditures, -
.and thelr *refund” checks begin immediately. : : : '

, Second the federal government wnll save  some money, enabling the same level of
approprlauon to assist more families. Large-scale housing expenments 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 recxpxents of public subsidies, who are now forced to get "better” and
more expensive housmg in order to receive federal housing benefits, taxpayers save money. Or even -
better more money is Iet‘ t over for another deservmg family. , . L

Th:rd ‘the effncnencxes of the market remain intact. Competition, even for low-mcome

housing, encourages landlords to maintain presently detenoratxng property. *Good enough" housing . .. :

_will not be forced off the market'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.

. Finally, the vanable rate vouchers permit landlords to maintain, or even bring back to
acceptable quality, the bottom end of America’s housing stock. :Particularly 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-income;units., We now -have more housing 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 purchasnng 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 recent 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.
W% bﬁl{n)m the housing voucher demonstranon we propose would be a useful complement to HOPE

" an A i, . .




Health: Allowances for Buving Insurance
.. If the nation’s housing market has serious problems, the nation's health care system is on the
critical list. According to Census Bureau data, in an average month in 1988 around 32 million
citizens, disproportionately 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 inflation. Between 1950 and 1988, while the consumer
price index for all items increased 400 percent, medical inflation ran at 839 percent. The

Department of Health and Human Services recently released data showing 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 .inflation rates would be merely alarming. But health spending is the third largest type of
household expenditure, ranking behind only food and housing; it is also a rapidly growing portion
of government and business spending. In 1988, Americans spent an average of over $2100 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 figure had jumped

to nearly 12 percent. v ‘

".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 § 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.of medical

- costs is paid for directly by those using the services. In 1986, only 25 percent of the $458 billion in

medical expenditures was paid directly by consumers. By contrast, Medicare, Medicaid, and other.
government programs paid 41 percent of the bill and insurance companies paid somewhat over 30

percent. ’ i

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. -

) 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 billion annually. While this law has helped

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 treated entirely as taxable income or, at least, should be provided only a partial tax subsidy. Yet,
as 1n the case of housing vouchers, political opposition to a change of this magnitude is too strong.
‘We tl}xné( it will be several years before Congress seriously considers policy 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 af:fordab!e 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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rnanaged care and copayment structured plans (and rmpose a temporary moratorium on state action
to inhibit the development of managed care).

Second, changes are neé’ded in the state regulations that, according to the Economic Report
- of the President (1991), cause around 9 million people to be uninsured. State laws contain over 800
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 substantrally to the cost of health insurance. Hrgher costs make it difficult for companies,
particularly small businesses with tight profit margins, to afford health insurance for their.
employees. 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 forcmg small businesses not to offer health insurance. Unfortunately, low-wage, -
employees are the ones most likely to have jobs that offer no health insurance. We intend t6°do

everything possible to urge state legislators to 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 .Insurance Incentive Actof 1991 does.

- The third and primary initiative we will pursue is to convert Medncatd into a fmancmg
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 cornponents . . .

e Congressr would write legtslatron specrf ying what health services should be covered by any
" insurancé. .company, health maintenance organization (HMO), or other entrty that would
compete for participation in the program. Congress must resist the temptatxon to make the

* basic insurance package prohibitively expensive. oy .

. Eligible individuals and families would be given an allowance with a value proportional to

- famrly size and inversely proportional to income; special emphasis would be placed on

-creating an allowance- program that can be mtegrated with the current system of
employer supported health insurance; . . .

. Once health frnancrng entities were certified as eligible for participation, they would be free . . .

" to recruit eligible individuals and families to purchase coverage usmg thetr health allowance
: (as well as -individuals not*usmg allowances)...

Thrs basrc outlme of the health allowance plan leaves many issues unresolved partrcularly
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: regulanons at the state level.. In addition,. we want to find .ways to
facilitate participation in the insurance plans.by small busmesses perhaps by retargetmg 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 evaluation of the health allowance plan in order to
maximize the knowledge garned from state demonsmttons and thereby pave the way to nanonal
rmplementatron. s

tion: Promot 1 Choi

Since the pubhcatron of A Ngtrgn at R;;k in 1983, the problems of Amencan educatron 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, partrcularly among black students, but
performance is still below the levels established by students in the 1960s. In international
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comparisons among industrialized nations, American students as & whole finish somewhere near the
bo;tom in achievement. Worse, our best students perform significantly worse than top students from-
other nations. )

z .~ 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 $1,900

per pupil, the average teacher salary was about under $20,000 (both in 1988 dollars), and the average

teacher had around 11 years of experience. All these figures rose steadily until 1988, at which point

o ~ they were $4,600, $28,700, and 15 years respectively. In short, we more than doubled the resources
. going into education at the same time that educational performance fell so disastrously.

These facts should make Congress somewhat dubious about-calls for fixing education by
s - pouring in new resources. Word sometimes gets around slowly, but at least since the seminal
< - Coleman report in 1966, data has continued to accumulate showing that there is little relationship
betwe_e'ii??educational 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
moneyf’gjong will result in better educational outcomes. .

“ If the answer to poor schools is not increased spending, what is it? Although the_nation
- @ppears to be in the early spring of a reform movement that may provide a persuasive answer to this
qQuestion, 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
.o~ and experience bear little relation to student outcomes, there are nonetheless identifiable .
‘e .+ characteristics of successful schools and teachers. Research now shows that successful schools are -
5 .+ those led by strong principals who provide teachers with great autonomy and by teachers who-work " o
e T together as a team and have high expectations for students; these schools also have the necf:ssary.;.mf
: autonomy from central administration to make most educational decisions at the building ‘level,*** -
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. '

A Ve o4
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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 past 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.
| : Eyen 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 Atﬁ'embers, superintendents, assistant superintendents, and union leaders.

. ﬁﬁerhaps 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
g 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
o - promoted by enterprises other than the public schools nor has there been any market discipline -
“w .-« bringing rewards to schools that operate well 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. »

o C In this environment of rigidity and mediocrity, a "new" idea seems to be gaining hold.
& ‘Several states, cities, and school districts around the country are permitting limited competition
" 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 programs are half measures. If traditional school systems with no parent

. choice provide schools with complete protections from the market-like forces of competition, the
‘limited choice plans now being nmplemented open schools to only the 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 snmply ‘be another
initially promnsmg idea that is captured and smothered by the public schools.

So we are now in the beginning stages of a battle for publicly-supported education. Given -

the nation's tradition of local and state autonomy in 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. : By discussing -the idea:and its advantages
seriously in their districts, and particularly by ‘figuring- out ways-to-bring these ideas before local
educational forums such as school boards, campaigns for school bond issues, and-candidate forums,
. Members can hasten the day when the value of competition reaches the public schools. .

. Chmce will not, by xtself produce the needed revolution in educational achxevement by
American students. Given both the diffuse nature of educational goals and.the technical nature of

. much of the enterpnse parents and:students will need straightforward information about school
. performance if they.are.to make good. choices. Markets cannot work efficiently without 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 :mproved achievement and to
provide parents with the information they need to effectively use their emerging nght to select the
 best education f or their child. -

Thus our second recommendatxon is. to connnue the quxet reform of federal educatxcmal
. statistics that began under President Reagan. More specifi xcally, 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 ,the ~smgle most reliable source of mformatxon about learning by American

‘“students R

| The Nauonal Assessment 153 nauonal treasure. But despite its many strengths it was created
by Congress with serious defects. Chief among-these are prohibitions-on-achievement compansons
across or within states. However, as the National Assessment began to earn wndespread recognition
for its fairmess and effectiveness in providing straightforward:: information about student
achievement, fear of its misuse gradually declined. - By 1988, Congress -was able to change the
.enactmg legislation and make it optional for states to participate voluntarily in state-level
' comparisons. To date, 35 states have agreed to participate. This unexpectedly high number of states
. wzl]mg to subject themselves to comparisons with other states shows that we are begmmng, as a

. nation, to face up to the bad news that testing sometimes brmgs in order to maxntam pubhc
: 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: identif ying 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 agréed 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 econozmcal 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 wnth the tools necessary to f ulfill their new obligation to select the 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 learmng 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

way to create this foundation of effectnve 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 102nd Congress to dramatically expand the
NAEP. Another objective will be to evaluate the Chapter I program and to consider the applicability
of usmg it as a model for chonce

D ized Servi
) For the past year or twb. the Administration and Congress have been interested in something
variously referred to as "decategorization of services" or "comprehensive services." The Assistant
Secretary-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.

-Similarly, the Council has asked the American Enterprise Institute to conduct a yeai::lqng

~ ‘consultation involving background papers and a national coaference on comprehenéxve services.

Several foundations have agreed to put up money to fund these activities. Further, Bill Emerson,

a Repubhcan Member of the Agriculture Committee, authored a provision in last year’s farm bill .

““that 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, anticipated 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 =
Dg_p_a&d_gn_gx in 1985 there were 59 federal programs that spent over $132 bxlhon to address social - .y er-

issues.
Each program as well as the new social programs enacted since 1985, has its own rules and
procedures. Often, the rules and procedures seem to work at cross purposes. Moreover, the
programs are admmxstered by a host of cabinet departments, divisions, and agencies. within the
federal bureaucracy. Similarly, funding and oversight of the programs are divided among dozens of

"~ committees and subcommittees in the House and Senate. To address this maze of separate funding

streams, “Reagan s report recommended doing away with categorized programs, giving states the
money in'the form of a large block grant, and letting states decide how ‘best to spend the money to
solve socxal problems ;

‘ Gmng states all or even most ot‘ 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
Congressnonal Committees. It would be safer to step on Superman’s cape.

On the other hand, it may be poss;ble to provide states with more flexibility by modifying
the Reagan proposal’in two ways. First, rather than trying to change national policy in one fell
swoop, it would be more practical to start by conductmg 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 waivers 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 good example of this approach. Coordination of three
or four of the more than forty federal job training programs would also be a good place to start, A
third example is provided by HUD's family self-sufficiency program, in which housmg vouchers are
contingent on a famrly 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 agencres to
provide the family with transportation, child care, job training, and similar services. .

Closely akin to the idea of providing states with more flexibility in allocating money is the
idea of more effectrvely coordinating services at the state and local level. Pr'esumably. 8 major
" underlying reason for giving states fewer categorical 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 $35 billion to spend.on-these.programs over the next.five years.

Given that a major purpose of these programs is to facilitate day care for. families, 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 admmrstratwe 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 tradmonal and worthy concept. Hopefully, the current interest in decategorized
services will shed some light on whether state ef forts to better coordmate servxces 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 decategqrization is offering comprehensive services in single programs. The new
Comprehensive Child Development Centers now being conducted as part of Head Start.provide a.

concrete. example.: About 100 programs have been funded to work with. the same group of poor..

families over a 3 to § year period. As we have seen, despite several decades of poverty programs, -
the strategy of gmng families a host of categorical benefits such as cash, health insurance, and
housing has resulted in neither the elevation of f amxlres from dependency to mdependence nor to
a substantxal reductxon in poverty levels :

‘ " The intention- of the Comprehensrve Child Development Centers, very much in accord with
the recommendations of Lisbeth Shorr’s book, Within Qur Reach is to overcome this categoncal
" approach by combrnmg many services at one location. At.a. minimum; the families receive Head
Start, job training and counseling, and parenting education at the same, locauan In addition, to
‘ address special problems such as drug abuse, :f amxly violence, or emouonal problems, fam:lres are .

referred to other services available rn the community.’

As often happens with new polrcy ideas, there seems to be a tendency to claim too much for
the accomphshment's and ‘promise of decategorization. No one can be opposed to better, more -
efficient program administration or coordination, but proponents should be cautious in clarmmg 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 original fervor. Unified services
for children, for example, has a long and checkered history, and some remarkable prolects have tried
to 1mplement thrs concept. : : '

Perhaps the most notable were the Parent Chrld Development Centers of the 1970s. Three
centers were f unded wrth federal dollars subsequently, three more centers, each paired wrth an
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ongmal center, were funded. Parents were involved in an elaborate set of activities dcsxgned to
improve their parentmg skills. They were also offered a wide array of support services (health,
social, and medical services; transpormuon, day care for the child and siblings; clothing) and were
paid a stipend for their participation. Evaluations of the projects, mcely 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 benefns of decategonzatxon we
believe there is potentially a great deal to gain from greater state flexibility in how social weifare
dollars are spent, from efficient program administration, and from comprehensive services for
“children and parents

- Waivers

‘“ILewis 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

- reform? The landmark welfare reform bill of 1988 was preceded by nearly a decade of intense state

expenmentatxon 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, fi ind, 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 Demonstration

Research Corporatxon showed that many welfare mothers looked for and accepted employment, 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 observers
believe the MDRC experiments were one of the two or three major reasons welfare reform was

o enacted in 1988

" The growmg tendency for states to ‘demonstrate and evaluate their reform ideas is an

~ extremely positive development. Every member of Congress has had the experience of voting on .

proposed programs without the benefit of solid information on what effects the programs mnght

~ produce and whether these effects were worth as much as the cost of the programs. A primary
~solution to initiating untested programs is to implement and evaluate demonstratxons that provxde .

Congress mformanon before it decides to spend large sums of money. , . i

The major recommendations in this document are to perform large-scalewaéinonstfétzon

~ programs, particularly on time-limited AFDC, child support assurance, residential programs for

'xnner~cxty adolescents, 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 bureaucranc 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 the authority to implement these new ideas without vxolatmg a host
of federal rules.

Consider two-examples. In the course of our work on this project, we met with Governor
‘I‘ommy Thompson of Wisconsin. It is an understatement to say that we were impressed by the
variety of reform programs he was anemptxng to implement in Wisconsin. These included the
Learnfare program designed to provide incentives for teenage welfare rec;pxents 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 provnde valuable inf ormation for pohcymakers, regnrdless 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 seemingly endless hassles Governor Thompson endured before he could obtain enough flexibility
from federal rules to try his reforms. We wondered how. many other governors wanted to attempt
innovative reforms but were defeated by the sheer height of barriers 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 58 percent affirmative vote,
with citizens in 35 of 36 counties approvmg 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 regulattons that will be necessary to actually implement the project. In brief, what Oregon
wants to do is use resources now supporting AFDC, food stamps, and unemployment insurance to
provide jobs for parents ehgnble for benefits under any of these programs. Wages for the jobs are
- guaranteed at $740 per month, a figure that compares quite well with the average AFDC and food
stamp benefit of about $560. Moreover, if both parents worked, a family could earn $1450 per
_.month or nearly $18,000 per year. All these:families would be eltgtble for an additional $1,000 or
s0 under the Earned Income Tax Credit; many.would be eligible.for medicaid. benefits; and all would
- be eligible for several federal and state day care programs. Moreover, partnctpants in the program
- keep all their welfare benefits nntxl they actually begm a job and start receiving earned income.

o -In our judgment, ustng money now bemg spent on welfare to operate a program that helps

* families escape. welf are and achieve financial tndependence through work isa sound concept. The.
“effort to do s0,, “however, has verified the old saying that "the devil is in the details." So t'ar, the
citizens group trying to establish the project has made nine trips to ‘Washington, at least five times
‘that:number to ‘the state capital in Salem, and has spent about $750,000. Their major objectxve is

to obtain the waivers 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 .
$200,000 to $300,000, will be expended before the pro,lect even begins. Worse, there is a real -
possnbxhty that the project will never be 1mplemented :

As these examples demonstrate, the system of statutes and regulauons created by the f ederal‘
government, and usually by ‘state governments as -well, constitutes a serious obstacle to reform

- experiments, Wé think two actions should be taken. First, wherever possible the Administration . -

"~ should use ‘existing waiver authornty to help states and localities initiate social experiments. The

" major conditions.for granting waivers should be that the demonstration not cost federal taxpayers
“additional money and that the project be carefully evaluated so that other states can learn from the
results,

. Happily, Sectxon 1115 of the Social Secunty Act contains provisions that allow the Secretary

of HHS to provide waivers from the statutory requirements of several.of-the main 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. In fact, we encourage the Administration
to take steps to inform states of the ﬂenbtltty HHS is w:lhng to grant if they undertake well planned
, demonstrauons on xmportant social issues.

Second, we encourage Congress to place broad waiver authortty in legxslatton that estabhshes
new social programs. In addition, we recommend that committees of jurisdiction for extant major
federal social programs -- Txtle I of the Elementary and Secondary Education Act, housing
legislation, medicaid, child nutrition, food stamps, and the various trarmng programs being operated
by the Department of Labor -- consxder placmg waxver authority in exxsttng laws,

"We expect that over a period of years waiver authonty wxll encourage 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 money 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 winners. -
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CONCLUSIONS

Capxtahst societies give free reign to individual initiative and abnhty The results can beseen ..

~in every sphere of private and public life; namely, substantial differences between the top and
bottom in the distributions 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 taxing the rich and giving to the poor. The
second is to invent ways to provxde the poor with the tools necessary to improve their status.

The results, never very sansfymg, now seem to defy logic. Despite the bxllnons 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 nexghbors The door
to opportumty needs to be widened for these citizens. .

» “To date, pubhc policy has had only modest success in movmg these Americans into the

~mainstream of the nation's economic and social life. But we have at least learned that unconditional
guarantees of cash and other government benefits have the effect of perpetuating the very condmons
they were desngned to reduce. lt now seems reasonable to try a new approach. :

The socxal covenant and accompanymg pohcy 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 emphasss on the mutual obligations:
inherent in public benefits, and a renewed attempt to provide poor citizens with the tools necessary
to help themselves. This redxrecuon of the social policy our nation has 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 pnvate 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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About the 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 Wednesday Group 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
Kutler, Wednesday Group Executive Director, at (202) 226-3236.
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SUBJECf D | | Taiking Ptoi‘nts‘ on House GOP AWelf'are Reform Plan |

On chncsday, Novembcr 10, House Republicans w111 hold a prcss 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 Adr_mmstratlon 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 proposal 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 worklng with membcrs
‘of Congrcss 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 welfare in order to keep their health bcneﬁts

The Administration has granted welfare reform waivers on a blpartlsan basis fo 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 the Prcsuient latcr
thls year, with rcform Icglslatlon likely -early next year. : :

3. Many elements of the Republlcan 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

togethcr with leadcrs 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 are pleased that the Republxcans 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 respon31b111ty :

Clearly there is«broad consensus throughout the country and
across party lines for fundamental change in the welfare
system. The emphasis in the Republ;can 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 the cap on the EITC - a
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
February 17 address. to Congress, "in the end, we want people
not to need us any more."

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
‘~and become self-sufficient."



SUMMARY OF WELFARE REFORM LEGISLATION
'SPONSORED BY HOUSE REPUBLICANS
© Fall, 1993

I ATTACKS T FUN AUSES OF WELF

" CAUSE 1: NONWORK

- Less than 10% of welfare mothers work -
- Although many mothers jeave welfare within 2 years, many stay for 8 years or more; today there are
more than 3 million mothers on AFDC who will remain on welfare during 8 years or 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 35 hours per week for their benefits; mothers do not lose their benefits if they
work in community or private sector jobs arranged by the state

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

- Provides states with an additional $10 bllllon to provide welfare mothers with employment scrvxm,
including day care

- One adult in two-parent families on welfane must work 32 hours per week and search for & job 8 hours,
per week starting the first day they receive welfare

- Mothers applying for welfare must participate in a job search 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 pmnts work suffcr serious financial penaltm

CAUSE 2: ILLEGITDMCY

- Illegmmacy has risen wxldly in recent years, now 2 of every. 3 black children and 1 of every 5 'white
children are born out of wedlack —~ and the rates are still rising
- Of illegitimate babies bom to teen mothers, & 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 spending (both are up), but by mcrused 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

- After identifying the father, mothers receive a reduced benefit until patemity is legally established "
- Mothers who are minors must live at their parent’s home, thus preventmg them from using an
illegitimate birth to establish their own household

- States must mcmse their natemlty establishment rates, over a period of years, to 90% or suffer stiff
penalties

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

- States are required 1o 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

(OVER)
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Page 2 .
| 1L SLASHES WELFARE FOR NONCITI

THE PROBLEM: TOO MUCH WELFARE FOR TOO MANY IMMIGRANTS

- Hundreds of thousands of noncitizens are added to the nation’s welfare programs each year :
- 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 mﬁ: Dependent Children, Food Stamps, Medicaid, housing,
and other welfare benefits

THE SOLUTION: STOP WELFARE FOR NONCITIZENS

- Simply ead 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 current noncitizens receiving welfare for | year

EMPHASIZE L RESPONSIBIL

- Reqmm mothers' who are minors to live at thezr parent’s home
- Requires states, in most cases, to stop welfare payments to unmarried 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 welfnm benefit of families that do not essure that theu children
attend school regularly

- Allows states to require AFDC parents 10 Mclpatc in parenting classes and classes on moncy
-management - :

- Allows states to dlscourage parents from moving to a new school district during the school yw

Iv. A’I‘TACKS SEVERAL ADDITION LWELFAV ‘ BLEM

- 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

- Converts 10, major food programs into a block grant that provides states with aimost complete
discretion over spending; funding for the programs is reduced by 5%

- Caps spending on Supplemental Security Income, Aid to Families with Dependent Children, Food
Stamps, Public and Section 8 Housing, and the Earned Income Tax Cred:t to inflation plus 2% per
year

.~ Provides states with much gmucr control over means-tested programs so they can coordinate and

streamline welfare spending

- Encourages states to provide financial incentives to induce mothers on welfare to work and marry
- Allows states to let welfare recipients accumulate assets to start 2 business, buy a home, or attend

college '

- Allows states and local bousmg authorities 1o use more generom income disregard rules to promote

work incentives
- Requires addicted recipients of Supplemental Security Income benefits to submit tn drug testmg, ends
SSI benefits fer those wctang positive for 1llegn.| dmgs .

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 $12 billion over § years

- The patemity establishment, job search, parental responsibility, block grant, and immigration pmws:ons of
the bill save about $31 billion over 5 years.

" - Thus, the net impact of the bill is to reduce the budget deficit by almost $20 billion over 5 years.
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