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GETTING FROM WELFAKE TO WELL. AND FAIR

by Mark Jay Lefcowitz

The ongolng and ssemingly andless debate aovar
welfare poelicy has been rekindled by the <Clinton
Administration's “reforn® proposal. Once again the
ﬁmcriaan public is being subjectod 6 the same old
debate.

On one a2ide are the humanists (the "llberals”™) who
foous on the human suffering and the social costs caused
by poverty., ©n the other side are the moralists (the
"eopnserval ives™) who [ocus bolh on Lhe real dollar cosls
of welfare programs that nevar gesm [0 Wwork very well,
asd Lhe poor Lhuemselves who pevern swem Lo Lake personal
ay robisctive responsiniitty tnr fhe perpstnabion of
thelr own condition.

Nsth sidas hava tagitimane paints fo make, huh hoth
sides stubbornly refuse to acknowledge the reasocnable-
naszs of the other's polint of view. And g2 the debabte
goss on and on with no changs - ultimately - in the
fundamental welfars policy that is produced by this

goehatoe.

The Welfare Dilemma




let us Finally grapple with the sccial and moral
dilemmas lmplied by these twe sesningly incompatible
points of view and for once tackle their poelicy im-
plications unswervingly.

Fopr starlers, lel us admib Lhal o our complax
modern society there are both financlal winhers and
Clnancial losers. Among Lhe losers are Lhose who [or
Any number of reasons arse =0 disanfrarchised and so
dysfunctional vhar thay can't aven Compste: Lha poor.
Moraovar, et us acknowledge that ne poor do noh always
cause their own disenfranchisement, nor do Lthay always
parpetyuate thalr own dysfunctions: and even 1f in either
case they did exclusively contribute and perpetuate
thelr own needy clrcumstancss, our sense of jusiice
demands that we of for agsistance o thoese less fortunate
than curselves.

¢ the other hand, let us also agree that in our
@agerness to help the less foertunate, wour past efforts
have caupsed - throughk the law of unintentional
consequenyes - greal hapm Lo oLl souimly and Lhe pour
rhemsslves. ‘the theory which presunmes that any problem
Caiy e solved 1L vour Inlenlioas are pure souuah and 17
wn Rhrow e%c)ugh manay At 1 hag iong-since proved Lo be
false. 8¢, too, nas the postulate wﬁicb presumes that
altt  social itts are institutional, beayond the
capabilities of mere Ilndividuale to alleviate them for
themselves, through thelir own efforts and by thelir own
initiative. We know tharl the maternalistic axiom which

presumes the socially and sconomically disadvantaged to
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be individually and collectively powerless tc change
their own circumstances is often fals:.le.

Let us agree, as well, that thé tangled wel of
federal, state and local legislation_and regulations
which comprises our wellare syslem 1s colleclively
cumbersome, wasteful, often inconsistent, and sadly
tmpolenl. We can'l seewm Lo really help Lhe people who
really need help. Neither can we seem to prevent those
who desire to fraudulently enter the welfare system from
faking advantage of society's largess.

It 15 true: there is a great deal of welfare fraud.
And it is also true that those individuéls who do commit
fraud are almost never prosecuted beéause the legal
costs associated with the prosecution of welfare
checaters are often more cxpensive in recal dollars and
staff time than the cost of the fraud itself.

It iz an open secret that most welfare recipients
lie to one extent or ancther about thelr exact cir-
cumstances. Neither should it be very surprising that
Lhere exisl many more "inlacl™ wellare households Lhan
our welfare statistics might indicate. Also this
counlry's ifnceonsislenlk inunigrallon policles, mixed-up
and muddled weltare requlations, and ovérly interfering
yet at the same time remote judicial system has foolish-
ly encouraged the iﬁmigration of poverty and onft-and-out
fraud from cutside our own borders.

But in our haste to decry this fraud let us not
loose sight of the fact that the poverty levels used

today are so out of touch with reality that they almost
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invits fraud., We have bullt, plece-meal, & Cateh-3%
systen which encourages lying becanse telling the truth
almost alwayy makes an individual ineligible for its
benefits. Once the lie is teld, a great deal of effort
it needed Lo prevenl Lhe lle frowm ‘belung delecled.
instead of purting the bulk of their efforts into chang-
ing thelr circumsiances, wosl wellare reclulenls speod
most of their time in tha anrvivai tachnigque af eithaer
appearing dysfunctional enough Lo st:ay a#ligible for
waltara or hiding the triae tacis of the}'r CIroumstannss
to stay eligible for welfare...mors often bioth.

When placed in & survival sitvation, most people
most ¢f the tims will survive any wa? they can, with
whatever resources ate handy to them. Little is thought
is given te the impact or the censcquences of their
actions, hbeyond fulfilling thelr immediate need for
food, sheltsr, clothing, and zafaty. It is not
reasonable ner rational for us to expect that any
individual should cor would meekly do without theze bare
wanunllaly of human exislenve. :

Last, let us adimlt that what socisty givas the poor
iy owuslully  lpgdeguale  and  moslly  lusvprowiiale.
Programz dasigned fto give individvals a hand=-np as
opposed o a hand out have pratity much falled across ths
Board -~ with some notable excaphiona.  Neither are
there any rigorous standards ro really deternine whether
any particular program has "succesdad”, in those
programs that do succeed in moving fiamilies out of

poverty and into mainstream economic life, the mitigat-
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ing variable sesns to be the leadership of a single
individual at the local level, not the program iltself.

All too often the providers of welfars and human
services are the real reciplents of pur welfare system,
ol the cllenls who vome Lo Lhal syslen for Lelp.

Let usg agreg, Lo, that the primary reasen that our
wellaere svslem by ¢ [allure 1y because we never demand
its racipisnt® bto invesh vary much of hhem-seives info
it. We give services and penefits; we almost naver
rasi iy damand Lhat tne racintent give eftars and commif-
ment in rsturn.

Last, let us szgvae that soclsetyis financial anility
to help the poodr is extremely limited. Under pressent
political and economic clroumstances, benefifts ars more
Likely to be cut at the very time when they are ncedod
mest. The reality is: helping someone out of poverty is
often a long and always expensive undertaking. Unless

sonmething changes the situation, there is neither the
polivical will nor the financisl largess to accomunodatrs

Lie real needs of our pour and woerking poor.

B Pw Tlar Syslewm ol Wellare

Ta there a way tor the weltare system bo haka intn
account these opposing - seemingiy_coﬁtradietory -
points of view? The snswer is: Yes. There axisrs a
source of funding for welfare programs never considerad
bafore, presumed to he totally impossibls: the poor,
themselves.

Our notion of welfars is an cutmoded vestige of an

Page B 21 3t



era long-sinee past., It lacks diéﬁity, it lacks
flexiblility, it lacks accountabliiicy, and most of all it
doesn't work., Welfare need not be the meager gift of
crumbs from soclety-at-large's table in the grand
Lradition of noblesse wblige. Thatl Lradilion, Lhe
belief in the obligation of the privileged, comes Irom
a Line and place whose values and base gssumplions ous
sociaty has iong-since drscarded.  Rather, nsur ides)
socisfy is one in which all nave cguals opportunify and
all have aqual obligation ecocorging ho hheir abiiity.
We strive for a soclisty in which all have agual human
privilege apd 211 have amasl human rasponsibilicies -
peth to socisty and $o themsslves. It is only beczuse of
this ideal that sur socisty strives toward the smpower-
ment of the poworloss., Only with such cmpowsrmont can
we as a soclety truly demand accountakility and
respongibility from each of ito membefs. Quy pressnt
welfare systen does not veflect these ideals, and there-
fore does not promoute thess new, valued social goals.
As 4 resull, welldare ~ as pracliced itoday = iy ngitheo
excesdingly gratifving to the provider nor is it ex-
Lremely salisfving Lo the recliplent. ;

in the place of nobliesse obligs we shouid sobe
stituts a social model more in harmony with the goals
for which wa all atrive: tha good neighbor,

We are social anirzls. Becauss éf this all too
numan trait, it is right and propsr for sach of us to
axpect assistance from cur neighbors during times of

great need. But it is also right and proper for thoge

§
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nelghbors to expect repayment from us cf that very same
asoiotance once the emergency is past..It is no more un-
yeascnable for soclety at~largs ¢ demand repayment of
itg agpers from those 1t hao sided during thelr time of
nwwid,

Ly our society of bedroom communities and anonyvigus
pelalibors, thls is oa Lradillen worlh Lovipng Lo gave,

Nt how can we reach svaebh a goal?  Ths waltara
svstem we have created ls over-weighted with the heavy
and unwialdy baggage ot our overly !titigieus sociery.

We have bullt a jdustice system which acknowledges that

we all may appeal {0 2 higher authority when govarnmant
haw treated us unfairly. Through numerous ©liss a0UiGn
éuit& by wvarious welfare groups and litiéaaian by
scores of welfare recipients o body of adrinistrative
law and court decisions now exist which allows the
individual welfare recipients to aveld being dropped
From the welfare rolls almost at will.

The anower 12 & Iwe tier system of welfare: a high
mapd = LD vou will, Sillel migunon = crogram and & Low end
- peanut butter and 1elly ssudwich - program.

Cin Lhe upper level, Lue high end wellare program
woruld bhe voluntary, Tn wonid ofrar comprahansive
services: individual and group therapy, social services,
madical covaragae, honsing assistanca, job counseling and
training, oducsiicnal assistance, sic: averything thatv
anvane could possible nead to assist ther in moving from
poverty to msinstream economic iif@.; The preciss

proporticn of the pav-back toe be determined by ths

.

Pagu Ei 13


http:3ssistar.ce

recipient's c¢itlzenship status, state and local
municipallcy residency status, and the presence of 2
verifiable work history and history of taxpaying.

At the lower level, the low end program which would
ollsr oniy Lhe wosL miodmun of beaewllis; ool even waking
the gpretenge of glving of assisﬁiné people our of
voveriy, The low end prograse a siraighl focwsrd grunl
tor 3 imitad parisd of time. The highar and sysfem: a
1oan by soclety which would be repzid by the recipient
once toll-enpioymant had baen obtained %ﬁd wmune Ny Any
and ail banRruptey proceedings.  Each would provids
food, shelter and safety - perhaps not fancy, hut faad,
shelter and safely nongtheless - for sach recipient.

Tt is important o note here that in neither vase

would cither of the programs in this two tigred system

be a "free lunch”, Both programs would utilize heavy

intake scoreening procedureées to insure the accuracy of
All anformation yiven by the client on rtheir citizenship
status, state and locel residency otatus, sducational
angd amplovaent hilstory, pash financial cmnagemeni hilge
tory, #tc. Both systems would ragulre mandatory odme
munily service and/or pari-lLise emplovasnl as a condl-
tion of aliginility, exceph in i%%e{b@%?h vhraaraning
situationg. And each would be highly structured and
ramire orther traditional etigibility ragyirements
common  te current weifare programs. This would bs
particuiarly true with the high end program, which would
offaer conslderably greater benefits pxaﬁrams and oppor-

tunitises to the recipient than its less-comprehensive
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coamanion.

In beth programs, welfare recipilents could be
digscontinued from thelr benefits in the event that they
Tailed 1O cooperate with agency personnal or falled to
cumply willh agency regulalions, In Lhose lonslances
where the walfare ¢f children ware 1o be jeopardized due
Lo dowy el Doud, shelier oo salely because a parenl's,
specitied ralative's or lagal guardian’s failure to
cooparate or fallure to comply, child protective
sarvices wonlid be hrought into the case *o insure fhe

safery of the childres unnil such tims as cooparation or

compliance was re-established.

Teuch Love

The oblact of thle propessd two-ticred systom is
not be punitive. Instead, its purpose is to insist on
funcrional, ravional self-interest and self-help be-
havior vy the recipient's of welfare.

Mandatory community service ahdior part-time
quplovient would be s coodiiion of ellgibliliity, not
because such activity would invariably lead 1o full-time
suployienl bul because such aclivily is guod for Lhe
waltara recipient at a2 broad range of seit-image snd
social skills levels, A high degree of structure would
be Daposed upon recipients, not as a punitive wasns of
sgeial control but rather as means of requiring @ach
recipient to actlvely invest in themselves and their
families through functional and self-interest behavior.

Bond kast re-paynent of soclety's resources (depending on

...:9_



which program was opted for} would be insisted upon, not
to discourage participation in welfare programs but
rather to underscore and formalize the responsibilities
of the social contract which the welfare recipient is
enlLering inLo wilh his [ellow cillzens and neighbors.

In the Book of Genesis, Cain asks the question: "Am

i

I my brother's keeper?" Throughoul hislory, Lhe answer
to that basic human question has always been a resound-
ing: Yes. But it is also clear that our breothers and
sisters must also be their own keepers, as well. For if
they have no care for themselves, then any care they may
raceive from the hands of others will he wasted and
meaningless.

We must insist on a welfare system in which its
recipicents get well, and a system which is both fair to
the society at-large who is giving the assistance and
fair to the recipient who is receiving it. In the final
analysis, we must love our neighbors as we would
ourselves, and be tough enough to insist that they love

Lhemselves, Loo.

¥ & #

Mark Lefcowitz is a freelance writer specializing in
public welfare issues. He has served as a welfare
caseworker for over fourteen years; ten years with the
Pennsylvania Department of Publie Welfare, and sub-
sequently the Fairfax County Department of Human
Development, Fairfax, Virginia, where he is currently
employved.

Mr. Lefcowitz has testified of the affect of immigratien
on welfare before the United states House of Representa-
tives, Committee on Ways and Means, Subcommittee on
Human Resources.
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December 27, 1953

The Honorable Gerald Whitburn
sagretary of Health and Human Services
One W. Wilson Street

P.O. Box 785B¢

Madison, W1 S3707-6B850

Dear Secretary Whitburn:

All ©f us who have been following the efforts Governor
| Thompson and you have made to change welfare policies were
g : exhilarated by the news that Wisconsin has decided to "sunget" its
current system and put a new one in its place by 1999, 7This is
precisely the sort of bold step that must he taken if we are really
to do something about the problems coreated by our existing
programs. More tinkering -~ or more grandstanding -~ in Washington
will not do. As they have in education, the states must take
charge and those of us who know Governor Thompson are not surprised
to £ind Wisconsin in the lead.

‘ The purpose of this letter is to offer the services of Hudson
Institute in helping you to rethink and redesign your welfare
system. As you know, for over thirty vears, Hudson has specialized
in "thinking about the unthinkable," in producing unconventional,
yvet practical solutions to the largest and most difficult problems
policy-makers face. Recantly, we have developed a major foecus on
education, workforce, and otheyr human rescources issues and brought
onto our staff a talented group of researchers with considerable
academic and professional experience in these subldects. Ws not
only would regard working with you and your associates as an
exciting opportunity, but alsc believe we know how to accomplish
the daunting tagk ahead of you.

As I understand the legislation just enacted, you are charged
with putting together a blue-ribkbon working group to produce a new
welfare plan by 1995, Hudson Institute could assist you by serving
as the stalfl of -- or principal consultant to -- this committee.’
"In that role, we would help to produce consensus on the key
ohjectives for a new welfare system, translate these goals into
detailed program options, identify the critical transitional issues
{including those involving the Federal government), and provide a
plan for implementation. We could alsc help to analyze the costs
and impacts upon current welfare recipisnts of various

E alternatives.
@
Flermuet Fuha Conier
£.03, Hon 260019, Bsfumspssli, Indins 30226
ATRIS1000 - PAX M T.415.9008
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The Honorable wWhitburn Page Two

Three years ago, we undertook a similar exercise for & bluew
ribbon committee of Indiana business leaders, who wanted to develop
a completely new education policy f£or our state. The rasult was
the COMMIT plan, which has been widely praised as one of the nmost
comprehensive and detailed outlines for state-level school
restructuring ever put forth, It has influenced proposalis in
several states, including Michigan, and given Hudson the
institutional experience needed te help produce a new welfare
system £or Wisconsin.

our senior staff also has the wide range of expertise that
will be needed by your working group. In addition to me (8 writer
on and participant in welfare policy-making at the national and
state levels for twenty years), other members ¢of the Hudson tean
could inolude:

Anna Kondratas, former Assistant Secretary of Housing and
Urban Pevelopment, and a speclalist on food stamps,
homelessness, and community develaopment;

John Weicher, former Assistant Secretary of Housing and
Urban Development, and an expert on housing policy and
poverty;

Deborah Daniels, former U, B. attorney for Indiana, who
directed the "Weed and Seed” program at the Department of
Justice and is also an authority on c¢hild support
enfoyrcenent;

Pavid Weinschrott, a health egonomist, who has studied
Medicald and other medical programs for the low-income
population;

Sally Kilgore, forner director of the U. 5. Department of
BEducation’s Office o©of Research and a specialist on
education for the disadvantaged;

Arnold Packer, former Assistant Secretary of Labor and an
expert on employment and jeb-training programs.

I would also sxpect that the staff of Hudson’s new Competitiveness
Centar, which is chaired by former Vice President Dan Quayle, would
play a role in this project.

Not least important, we at Hudson share the vision Governor
Thompson and you have for a new welfare system. As the enclosed
articles indicate, we believe that our programs must strengthen
families, encourage self-sufficiency, and help build communities.
Moreovey, we also think that, if skillfully done, support for these
goals -- and the measures to achieve them ~- can be created across
the political spectrum,
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-7 T gather that Che legislation which colled upon vyou Lo
~astablish the blue-ribbon working group appropriated ng funds for
Sit.  IF Hudson were to sorve as 16 staff or wmr a consullant, wo

wwould undertake Co raiso the necessary money from foundations and
'COLpOrRtian. In view of the nnaltional interest In improving our
‘welfare prograns and the unigue situation in Wisconsin, 1 feal
ggcahonably confident of being able to do so.

SU . I realize it g somowhat presumptucus to make a propoasal like
wthis to you. However, the extraordinary opporiunity Governor
’V”hamp on and you have to deal with cur nation’s most intractable
’uﬁmehilu problem and our desire to be -- and confidence that we zan

“be —- of assistance ito you impel me. to do so. I hopa you are
‘interested in what T have suggested and I will be glad to come to
‘»Madzﬁen to talk further with youn about it.
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Welfare Policy:
Is There Common Ground?

By Anna Kondratas

Welltie policy has boen one of the most hotly dobafod ssugs sinee Presidesd
JSotuson declared "war” onpoverty buthe mid- [280s, Erely in the debude the lwes toers
dronart quite clogrly, Liberals emphasized the need for the federal government o help
less jorfuswate menders of socfety. Conservatives emphasized the high costs of welfare
Bty for taxpayors wuwd reciplents.

Thez voar on poverty failed. In fact, # coingided with a past increase injnonbers of
poor people acress e coundry, By the 1980s, 6 response to mournding evidence thet
Jederalwolfore programs had failed both daspayers and recipients, the una sides of the
debate begian to find anumber of points on whicht they had common ground. Both sides
agreed that oo many people were onwelfare; that the godl of welfare shovld be to help
reciptents become: independent of the state: theit devetopment of good character cunongg
recipients is eraclal; and thet welfare recipiaris should be verpdred (o worlc i possitde,

Henee e bipartisan drive_for welfare reform cosne ingo hoing, In the 1980s various
states begart implomenting wark programs, cad the foderal goveriunent affirmed e
trend i the Farntly Support Aot of 1088, which ruwde wolfire receipt contingent on
participation in employment and training prograens. Unjfortunaiely, saying that recipi-
enis shonkwork proved much casier St maichgt i heppen, becouse the past majorily
of teetfure vecipiends are single wormert with children, These refornis were fmmedictely

Solloreed by o huge ncrease in welfove caseloads, which rose by more thon 28 percent
i1 thue e elgddios wuld early nineties,

As ¥ became clear that work prograns alone ould not decrease welfure
dependency. stales began {o pass reforms intended to solve hehaviorad problems sucht
s fwing children oul of wedlocl, neglecting to obtain prenatad cove, ard falling to
ersure ot ong's children aliend school. More than half ihe states have proposed or
encted programs designed to change Tifestyles and life expectations of dwose on
welfare. These programs are likely to be more suceessfid tharr work programs dlone,
bt not much rore so. Policymakers ore becoming inercastngly vescre of the needd to
ireal the social arnd cconamie Jactors that help evende wwelfrre dependency,

Empenverment and assei-hasec welfore reform comprise the lidest approach, Both
Right el Lefl eggree that the government shonld use welfare to ermpowser people fo take
conired of thusdr Hoes, Grass-roofs activism (s an inportarn elpmend of the offert, i ihe
Clinton cedministrafiony remaing conpnitied o such an approach, S swdion il engoy
un unprecedenied opportunity to bring on “the end of welfare as we know #.°
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THE THREE KEYB TO HUCCESSFUL WELFARE REFORM

Since 1$81, the Unlitagd States has had eight prasidents. Their
priorities and views have differed widely, but on one issue, all of
them have agreed: that our welfare program is a disgrace and needs
to be replaced. Each of president Clinton’s predecessors made a
major effort to do so; none succeeded. To the contrary, the number
of families now receiving Ald to Pamilies with Dependent Children
(AFDC) exceeds 5 million, an all~time high.

Next year, President Clintoen will take his turn. S50 too will
Indiana Governor Evan Bayh and Indianapolis Mayor Stephen
Goldsmith. What have we learned in the last three decades that
might help them fashion a program that will lower the number of
public assistance recipienta? Not as much as we should have, but
three important conclusions are clear:

First, only work works. The primary approach of welfare
reformers in the past thirty years has been to rely on sog¢ial
services, education, and training to getl welfare recipients into
the labor force. Unfortunately, while gonme efforts have ¢laimed to
be successful, the evidence that this strategy will make much of a
dent in the weifare rolls is not persuasive.

This is partly because such services are extremely costly and
time~consuming, and depend upen having many more skilled
caseworkers and trainers than we currently have. As a result, they
are hard to provide on a large scale. In addition, these kinds of
programs require participants who are strongly motivated to get off

welfare, a group not always in large supply. Finally, even with
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additional education and training, many welfare recipients are
unable to gualify for jobs that pay much more than their combined
welfare, housing, food and other benefits.

In the last few years, another approach has begun to gain
favor among both liberals and congservatives. It emphasizes placing
welfare recipients directly in Jjobs, leaving social serviceas,
education, and training to a secondary role. Often coupled with
this are limits (or sharp reductions) in welfare benefits.

The initial evidence, particularly from California and
Wisconsin, suggests that this strategy is more successful than one
relying more heavily on social services. Likewise, America Works,
a for-profit firm that operates as an employment agency for welfare
recipients, claims a high rate of job placement and retention. (It
has just opened a branch in Indianapolis.} President Clinton’s
endorsement of limiting welfare recipients to twe years on AFDC
indicates he accepts a work-oriented approach and may include a
version of it in his proposal.

To be sure, finding jobs for people on welfare may not be easy
or inexpensive {(especially if the public sector becomes the
employer of last resort}. Nor will they pay high wages, at least
initially. But if what welfare recipients really need most are
incentives and opportunities to enter the labor force at any level,
the direct route may be the best.

Second, welfare is & family affair. When AFDC was established

in 1935, the typical recipients were expected te be coal-miners’
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widows, who had not yvet qualified for social security survivors?
benaefits. Now, the welfare rolis consist overwhelmingly of wonman
{with children) who have been divorced or deserted by their
husbands, or who were never married to the fathers of the children
at all. Indeed, because AFDC eligikility depends chiefly on the
absence of a husband from the home, many experts believe the
program actually contributes to the break-~up ¢f famllies.

Whether or not this is the case, the growth in illegitimate
births in the United States has clearly fueled the increase in the
welfare rolls. In Indiana, for example, 15.6 percent of all births
occourred to unwed mothers in 1980; in 1991, this fiqure was 28.3
percent, (The comparable numbers for Marion County are 26 percent
and 38.3 percent. Ffor non-whites, they are nearly twice as large.)
A large proportion of these women and children wind up on welfare
and tend to stay there for long periods of time.

with family planning and other Xkinds of social services
seemingly having little impact in lowering the number of single-
parent houssholds, policy-makers have increasingly turned toward
attempts to promote greater parental responsibility for children.
The most notable of these (especially in Indianapolis, where then-
county prosecutor Goldemith was at jts fovefront} has been a much
strengthened effort te collect child support payments from absent
fathers. In addition, as evidenced by the growing number of
yoeungsters in foster care, the courts have become increasingly

inclined to take custody of children whose parents have been
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unwilling or unable to provide proper supervision.

While such measures send the important message that tweo people
should not start a family until ready to do so, they are more
reactive than proactive, If we really want to reduce the number of
single-parent families ({(and thereby, the size of the welfare
rolls), we need to lock for ways to favoer marriage, such as by
giving married couples larger children’s tax deductions or
tightening divorce laws. And our Ileadexrs -~ especially in
government, the wmedla, and religious bodies -~ ghould be constantly
underscoring the importance of the two-parent family, while
avoiding the kind of trendy relativism {seen, for example, in this
month’s hit movie, Mrs. Doubtfire} that sees no kind of family as
generally better than any other,

Finally, communities count. Holding 2 job or raising a family
is hard enough under the best of circumstances. In neighborhoods
where crime and violence are prevalent, schools are wastelands, and
jobs have disappeared, the difficulties are much greater, And
reforming welfare is much harder as well, not least of all because
social resources (like role-models or worthwhile community groups)
are hard-pressed or in short supply.

To deal with neighborhood problems, a variety of efforts are
now underway, ranging from better policing to "enterprise zones" to
far-reaching plans for school reforn. They share a desire to
*ampower® local yvesidents to take control of thelr own communities,

rather than depend upon new government programs to "renaw® them.
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Ag a ra&ul;, they complement efforts at welfare reform and their
success will, in turn, contribute to the latter’s. Policy~makers
would do well to build on this connection.

Whather they will or net remains to be seen. The history of
welfare reform attempts is replete with grand designs that have
amounted to nothing. Will the effort we are about to begin be
different? It could be if we heed the legsons about welfare policy

thirty years of trying have taught us.

Leslie Lenkowsky is president of Hudson Ingtitute. 1080 words.



January 22, 1994

MEMORANDUM FOR BRUCE REED
FROM: DIANA YIN
SUBJECT: EX-WELFARE PROJECT

I wanted to make sure you knew that I have discontinued the welfare
reform project. I did not know you wore reluctant to continue with
the proiect yourself,

Ohviously, I regret that the project was postponed, as my master’s
degres presumed its completion. However, I understand that the
broader political assessments of the Administration vary with
changing contexts. Shelving welfare reform for the year may have
heen the most astute decision at thig time.

Nevertheless, I believe that you are personally comaitted to
reforming the welfare systenm, and I’'m sorry that your attention has
also been disproportionately diverted to some of the days’ other
salient issues.

Finally, you may be relieved to Xnow that I have found another
project to fulfill my thesis reguirement. Moreover, I do not
regret the time I aspent thinking about how to gell welfare refornm
to the states and appreciate the opportunity to ald your efforts.
(However, I must confess that I am again disillusioned with the
possibility of combining politics and pelicy.}

Thank you again for your time, and good luck.

Dluca
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To:

From:
Subiect:

Date:
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Mary jo Bane
David Ellwood
Bruoce Reed
Wendell Primus
Kathi Way

Teremy Bea-Ami
Revisad General Talking Points snd Q and A's

January 4, 1994

Attached are two versions of general welface reform wlking points (one-page and three pages) and a
set of our Jatest Q and A's on several welfare reform lssues. Melisss Skolfield and I have worked
twgether to develop tese for gensral use by Working Group members, and staff at the White House
and other ageacies. We get feequent calls for “the jatest talking points™ and would like 10 give these
fairly genaral distribution within the administration.

Please review these materials and give us your comments by Friday, January 7.

Thanks,

¢¢: Meligsa Skolfield
Mary Bourdente
Joka Monahan
Arnn Rosewater
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FROM WELFARE TO WORK: THE CLINTON WELFARE REFORM PLAN

Nearly Evervone Agrees: Current Welfare System Is Broken
- people who work are often worse off than those on welfare
- system does not help people become independent
- noncustodial parenty provide little support w their childres
- single parent families get help that two parent families can’t ger

Broad Consensus for Change
« across ideological lines
- biggest critics are the very peopie systen is supposed o be helping

Reform Must Build on and Support Core American Values of Work and Responsibility
- work should pay
- welfare systam should provide access 10 education and waining 80 work is possible
- those who can work should work to suppors their family
- promote more responsible decision making regarding childbearing
- both pareats should be responsible for supporting their children, not just the custodial parent

Fundamental Transformation of the Culture and Mission of the Welfare System
- cutrent system: solely focussed on sligibility determination, checkwriting
- our vision: a system focussed on helping people become self-sufficient, independent

To Get There, We Must:

- must iman&ify effcm :a raducc tcen pregnamy
- encourage two-parent families
- must do better &t sending message about responsibilities that come with parenting

] EIT{Z - $21 bfﬁmx c:x;}azzs:{}n, must it Outmm regularly
- Child care ~ expand access for those who work and those in education and training
~ Health care -~ universal access undec health care reform critical

- Bz.z%é en ?amiiy Szz;;;m Acz syszm sizczzzé he iaaseé on zzzzmzai obizgaueﬁs

- expand JOBS « build weifare system seound JOBS, not checkwriting

- Cash assistance for those who can work canngt go on forever

- There will be work for those who capnot find a private sector job within two years

B -S:reﬁgfy conve}f that both pacents are responsible for supporting their children
- upivergal paternity establishment and improved enforcement

. Slmphfy streamlme mlas and requicements across programs
- Attack waste, fraud and abuse by better coordination across programs, technology
- Basing federal oversight on performance, not process
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FROM WELFARE TO WORK; THE CLINTON WELFARE
REFORM PLAN

NEARLY EVERYONE AGREES: CURRENT WELFARE SYSTEM IS BROKEN

Peopiz who work are often worse off than those on welfare
- lose their health care
- take home less money
- can't gee child care
Welfare system does not help poopis w work, support their families
« driven solely by eligibility rules, henefit calculations, writing checks
- provides little help in getting education, waining, skills
Noncustodial Parents are not held accountable for supporting their childrea

Single parent families get benefits, services unavailable 1o squally poor two parent families

HUGE CONSENSUS FOR CHANGE
ALTOSS panty lines
Across the counmy, reform efforts are being tried by state and local eaders

System most despised by the very people it is supposed to be helping ~- the recipient

REFORM MUST BUILD ON, NOT UNDERMINE
CORE AMERICAN VALUES OF
WORK AND RESPONSIBILITY

We Must Fundameatally Transform the Culture and Mission of the Welfare System
Sysiem focused on income maintenance must shift to one promoting and supporting work

Workess focused on chgntnlar.y deze:mmation &nd cke::iwritmg muost shift to promoting

Build on the Family Support Act and its foundation of mutual responsibility between government
snd those seeking assistance,
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FIVE AREAS OF CHANGE IN CREATING
A WORK-BASED SUPPORT SYSTEM

1. Promote Parental Responsibility and Prevent Teen Pregaancy

Must prevent people from going onto welfare in the first place «
if we are to end jongterm welfare dependency.
- outof-wediock births have doubled In 15 vears
- pearly one of three babies in Amerks borm o unwed mother
- poverty rate in families headed by unmarcied mother is 63 percent

We must send strong signals that
~ young people should not become parents until they are able to support their children
- children who heve children face fremendous obstacies to self-sufficiency
- parents have 10 accept responsibility for supporting their children

We must restructure 2 system that currently favors single parent families so that we do not discourage
marviage and family.

We must intensify our efforts 10 reduce teen pregnancy.
2. Reward Those Who Work by Making Work Pay
Three key steps to Make Work Pay

1. EITC
- dramatic $21 billion expansion is already in place
- now must focus on how 10 gee it out to people more regularly

2. Health Care
- President’s health care reform plan will provide universal sceess to health care - ensuring
that no one will have 1o stay on welfare 10 maintain health coverage for their family

1. Child Care
- We can't expact single mothers to participate in education and training and then go to work
vrless they have care for their children

3. Make Welfare s Transitional Assistance Sysiem that
- provides acvess (o education and fraining,
- time Hmits eash assistance for these who can work,
- and provides work opportunities for those who cannot find work

Expand the JOBS program -- the centerpiece of the Family Support At

- good program, but serves 1o few people
- we will increase funding and the federal match and demand that many more participate
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All those seeking agsistance will be put on 2 track toward work immediately

- everyone will sign a social comtracy
~ everyone will develop an individeal plan gpecifying how they will move toward self-
sufficiency

All those who can work will be expected to work to support thelr families
« ¢ash assistance will be time limited for those who can work
- everyone will be expected 1o seek work before the time lims
- bast time fimit is onc that no one reaches

When cash assistance ends, those who have not found work will be offerad work opportunities w
aliow them 10 support their familics

- ernphasis oo finding people iobs in the private sector
- community service work if jobs oot available

4. Enforce Child Support

In current system, paternities are not established, child support orders are not being entered and
updated, and orders are not being enforced,

Key steps:

1. Eseablish paternity for 2l out-of-wediock hirths .
2. Simplify systam for establishing and updating support orders

3, Improve enforcement :
4. Explore ways of ensuring that single parents can count of regular child support NO

&, Reinvent Government Assistance

« multiple programs with conflicting rules
- complexity Jeads to waste, froud, abuse

Kev Steps:

1. Simplify, streamline rules, requirements across programs
2. Maximize use of wechnology 10 combat waste, fravd, abuse
3. Give states fiexibility

4. Fosus federal oversight on performance, not process
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WELFARE REFORM QUESTION AND ANSWERS
TIMING

car? Doeg

g ;g; o | aﬁ welfare : gm seens to be slippi gg, g you
wWnty ”;hmﬁ; n thi

Welfare rveform is a top priority for the President and for
the administration. The President’s Working Group is
developing a plan for the President’s consideration that
will be ready early this year. The Group is actively
consulting with members of Congress, state and leccal
officialg, advocacy groups and welfares reciipients to refine
its proposals. Passing health care reform remaing tha
administration’s top priority, however, and the exact timing
¢f the introduction of welfare reform legislation will
depenrd on the progress of the health care initiative.

COST/FINANCING
The Working ] ime i{ plan will be deficit
gaat;gl‘ ve g i ;g g}l; ng for exgmnded gﬁgcatlgg and
- .8 1b] TOQranm., How doas

The budget rules require that every new proposal <emply with
*pay-as-~you-go® financing rules. Therefore, any new
aexpenditures to reduce welfare dependency will have to be
financed through savings in other programg. HNo decisions on
financing have been made yet,

Jné nave put the cost of w gzggga reform as high
g§ ﬁgg ;;L; 1 g year.., Why does reforming welfare cost
b l 2

=]
athe

None of ocur estimates are anywhers near as high as the
figure you mentioned. We currantly spend $22 billion a year
on a system that traps and fosters dependency in the very
people it is supposed to help. There is universal agraement
that training pecople to work, and providing them with
supports such as child care costs more than simply providing
people with checks. Even the Republican hill is estimated
by CBO to <all for $12 killion over 5 years in new spending.
Over the long run, these investments should pay off in
reduced caseloads and welfare spending.
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WHERE ARE THE JOBS

Clearly the best time limit is one which no ene raaches.
Right now, 70 percent of new applicants for welfare legave
the rolls within twe years. A major problem is that many of
them lose their johs and retwrn to welfare. A major focus
of this effort will be to help people keep their jobs.

Furthermore, the entire focus of the revamped welfare systam
will ke getting people intec jobs in the private sector
within the fwo years. We anticipate that the package of
reforms we introduce will mean that relatively few people
actually reach the time limit without finding a job.

Wa are committed to providing those who cannot find a dob
with the opportunity to work to support their families.
Here again, our focus will be on working with the private
sector to arrange on-the~job training opportunities or
community service work if necessary.

in roeziding cagh
5 Lo give dobs to

We are looking at a wide range of strateygies for providing
opportunities for able~bodied adults on welfare to work to
gupport their families. We have net made any decisions on
hew best to structure such a program, but we are committed
to finding ways to employ people in the private sector.

PARTICIPATION OF WELFARE CLIENTS

gident’s Working

The President appointed a Working Group consisting of his
top administration staff to recommend a welfare reform plan.
He clearly charged them, however, with soliciting input from
and invelving a wide range of people affected by the welfare
systemn, particularly current AFDC recipients. To that end,
the Working Group has held hearings, conducted focus groups
of welfare recipients, and sought opinions from a wide range
of sources including people who raceive public agsistance
and who work in the welfare system. The input of state and
local governnents and members of the House and Senate has
been vitally important te the Working Group.
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Republican Plan
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We are pleased that the Republicans in the Housa of
Representatives have entered the debate on welfare reformn.
We are looking clesely at their legislation as we work with
cengress and the states and locvalities to continue the
devalopment of the administration’s plan. Many of their
proposals address the Presidentts vision for reform, which
stresses work, family, opportunity and responsibility.

Clearly there is broad consensus throughout the country and
across party lines for fundamental change in the welfare
system. The emphagis in the Republican plan on work and
parental responsibility is very much in keeping with the
President’s goals.

While we applaud their emphasis on work, some elements of
the plan ceoncern ug, such as the cap on the Earned Income
Tax Credit -~ a powerful work incentive which has bipartisan
support -- and the across-the-beoard cuts in cost-effective
nutrition programs which are likely to shift costs to the
states.

We look forward to working with Congress on a bipartisan
pasis to develop a plan which fulfills the President’s
vision of a welfare system which truly helps people to work
and become self-sufficient.

ation will take

No. Our approval of demonstration projects shows that the
¢Clinton aduministration is serious about providing states the
flexibility to test inngvative approaches to solving
difficult problems. The President is very committged to
providing the states flexibility to experiment, but these
waivers do not necessarily indicate anything about the
dirvegtion we are heading with welfars reform generally.
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Welfare Reform Questions and Answers

Parents who play by the rules should have an income at or
above the poverty threshold., They should not have to make a
choice between work and mceess to health care. The enhanced
BITC provisions enacted under QHRA 23 and the
Administration’'s Health Care Reform package will go a long
way in helping working families continue to work and
adequately support their families,

We will improve child support and make both parents
reaponsible for supporting thelir children. Both parents
have a responsibility to support their children, yet only
about one-third of potentially eligible custodial parxents
receive any court-ordered support. One parent should not

L -bave to/do theworkiof two, | I¥-all eligible -single-parent

. ‘famiYies received sdequate and vpdated awards, it would cut

welfare rolls, lift families out of poverty and contribute

to controlling goverament expenditures and reducing the
debt.

We will make work possible and provide education, trainisg
and other pervices., A rational economic world may not he
enough to bring all welfare reciplents into the labor
market. Some have deficlenciles in human capital or face
other personal and social barriers. Education, training,
and support services need to be available to ensure that
recipients are prepared to succeed in a competitive labor
market. Existing training programs need to be expanded,
improved and better coordinated,

Onee we realize the other objectives, a time-limited
transitional system of income support followed by work will
be created., Welfare without work will not longer be an
entitlement. At the end of the transitional periogd, those
who don*t find private sector jobs will be expected to
pupport their families through public sector work opportuni-
tiesn.

The President is committed to developing 2 welfare reform
proposal that pravides people with the skills and sexvices
they need to get and hold & job in the private sector. We
anticipate that most of the people in a transitional
assistance program would in fact find 2 job before they
reach the time limit for theiyr benefits,
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For those who do reach the time limit, we are committed to
providing them with the opportunity to work either in the
private sector, for a nonw-profit, or if necessary in the
public sector. We do not anticipate this becoming a massive
workfare program.

We are looking at a wide range of strategies for providing
opportunities for able«bodied adults on welfare to work to
support thelr familles. We have not made any decisions on
how best to structure such a program, but we are committed
to finding ways to employ people in the private sector.

The plan will be deficit neutral and it will be phased in
gradually, fully-funded by offsets and savings, Moreover,
nothing is more expensive than the current system in texms
of keeping pecple out of the work force. Thie alse has
encrmous psychological costs for these familiea, We will
have a time limit, We do believe that welfare should be a
transitional program,

e ik = LR ‘-

We have approved welfare reform demonstrations in Georgia,
Xllinois, Yowa, Vermont, Virginia, Wisconsin, and ®Wyoming.
Requests are pending from 15 other states.

No. Our approval of these demonstrations shows that the
Clinton Administration is seriouvs about providing states
with the flexibility to test innovations. We remain
committed to allowing states to experiment with welfare
demonstrations.

Do_you thin

Axi:
hat Vi

k_the Republican plan bears any resemblance to
1l be pronasing?

(3338

The President has made no decisions on the nature of his
welfare reform plan., We appreciate the Republicans’
interest in helping the President carry out his campaign
pledge.
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Qur approach will be based on the four values of work,
family, opportunity and responsibility, and we’‘re encouraged
by the degree to which the Republican plan mirrors those
goals. BHoweveyr, we seek a plan which emphasizes, rathex
than limits, efforts to make work pay such as the Barned
Income Tax Credit., We believe much more can be done o
exrack down on parents who do not pay child support. Most
importantly, we want & plan which doez more to help people
become self.gufficient?

HOW GO

Aishment?

The Working Group has not reached any conclusions or

presented -any options to the President -on any specific
-agpects of the plan., It will be a while before we willl be

able to comment specifically on any such proposals.

with its plan

We are continuing our work according to our original
timetable, and will have proposalg ready for the President’s
consideration later this year. President Clinton has been a
leader in welfare reform for almost a decade, and we want to
present & bold, comprehensive plan that will truly end
welfare as we Know it, Already, we have taken three
important steps with the expansion of the EITC, the
introduction of health care legislation and new legislation
mandates which require all states to have programs which
provide opportunities to establish paternity at the time of
the child’s birth,

We also believe it is important to consult with governors,
members of Congress from both parties, people within the
welfare system, and others before we make any final
decisions., ¥We have recently completed a series of five
regional hearings in Chicago; Washington, D.C., Cranford,
New Jersey, Sacramento, and Memphis,
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Fact Sheets

The following fact sheets are in use:

AFDLC

AFDC~-UP

EITC

Chilé Support Enforcement
Child Care Prograns

LN 0 2% 3N 2

The fellowing are new drafts:

* JOBB ~- the original sheet is being revised to be included
in this secticn.
* Waivers

Please let us Xnow fbur couments, changes, or additions that
should be included in this list,



Fact Sheet

ADMINISTRATION FOR
CHILDREN AND FAMILIES

DRAFT

OFFICE OF FAMILY ASSISTANCE

Aid to Families
with Dependent Children Program

Aid 1 Families with Dependent Childres (AFDC) provides financial assistance to needy
families with dependent children, Federal and state governments share in its cost. The faderal
government provides broad guidelines and program requirements. Responsibility for program
formulation, benefit determinations, and administration lies with the states. Eligibility for benefiis
varies by state and Is based on the state’s standard of need as well as the income and resources
available to the recipient.

Eligibility Requirements
I order w0 be eligible for AFDC, & family must have a dependent child who is:

- Under age 18 {A state may elect to extend the age limit 10 include 1B-year-olds who are
expected to complete secondary school or the equivalent level of vocational or technical
training befors turning 18.);

o Deprived of parental support or care because of a parent’s death, continued absence,
incapacity, or the unemployment of the principal family earner in a two-parent family under
the AFDC-Unemployed Parent (UP) progranm;

- Living in the home of a parent or other specified, close relative;

- A resident of the state; and

- A U.S. citizen or an alien permanently and lawfully cesiding in the U.S.

Along with the dependent child, an application for AFDC includes any eligible natural or
adoptive parent and any eligible blood-related or adoptive sibling with whom the child is living.

o Departiment of Health and Fuman Services

g Administration for Children aad Familics
{ 370 U’Enfant Promenade, S.W., Washingtog, D.C. 20447
%
¥,
P

Phone: (202) 401-9215 W April 1993
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Income and Financial Need Considerations

Each state sets its own need standard for determining eligibility. The term "need standard”
refers to what g state dersemines chat a particular size family needs to live, A state takes into
wnsideration the needs as well as the income and resources of all individuals in the assistance unit.
The state “disregards” some family income, thus permitting it to be retained along with AFDC
payments.

The determination of income eligibility is 2 two-step process. First, the gross income of the
assistance unit, after appiicable disregards, cannot exceed 183 percent of the state-determined need
standard. The disregards include the first $50 per month of child support received by the Tamily and
optional earned income Jisregards for certain students,

Second, the family income ig compared to the state’s need standard. In zddition 10 the
disregards described above for the 185 percent test, the state must disregard the Earned Income Tax
Credit EITC) and the following amounts of earned income:

- $50 per month for work expenses for individuals employed full- or part-time;
- For an individual whe received AFDC in at least one of the prior four months:

a) all of the monthly earned income of & ¢child who is a full-4ime student or who s a
part-time student and not employed full-time;

b} 330 2nd one-third of such person’s remaining income for the first four consecutive
months, and $30 for each of the ¢ight subsequent months;

- For full<ime workers — actua! expenses for dependent care up 0 $175 per month for each
dependent child who is at Jeast age two or each incapacitated adult, and up to $200 per month
for each dependent child who is under age two. (For part-time workers, a lesser amount may
be applicable at swate option.}

Resource Limitations

The faderal statute sets 2 maxbuum limit of §1,000 i resources per assistance unit.
Resources include such things as stocks, bonds, and real property. The family’s place of residence,
burial plots, and funeral agreements valued up to 51,500 are excleded from this resource limit ag is
that amount of equity in an automaobile. The state may set lower dollar mmounts for total resources,
funeral agreements, and the automobile, and may also exclude from consideration household

necessities, ‘
Benelit Calenlations

Each state establishes its own payment standard o determioe the assistance unit’s benefit
amount, The payment siandard may be lower than the nead standard and is generally the amount
which the state actually pays to a family for assistance. The state determines the benefit amount by
considering the countable income of all persons included in the assistance unit and applying it against
the state’s payment standard. Income disregarded in determining eligibility is also disregarded in
calculating benefits.




Work Program Requirements

The Family Support Act of 1988 established 2 Job Opportunities and Basic Skills Training
(JOBS) program and revamped the requirements for state-operated welfare-to-work programs. All
states have JOBS programs in place. The program provides training, work experience, and education
opportunities for AFDC recipients. Unless otherwise exempt, AFDC recipients are required to
participate in JOBS as a condition of eligibility. The goal of JOBS is to promote self-sufficiency,

n

Program ()pemtion'

AN 30 States, the District of Columbia, Puerto Rico, the Virgin Islands, and Guam participate
in the AFDUC program. American Samoa is suthorized under the Family Suppoit Act of 1988
operate an AFDC program. States muse submit plans and plan amendments to the Department of
Health and Human Services for approval.

Federal Financial Participation

The federal government reimburses the states for operating an AFDC program with matching
funds. Federal financial participation is provided to the states at different rates for various activities.
Administrative and training costs are matched at a 50 percent rate; optional fraud control activities at
75 percent; and statewide automated information systems at 90 percent. AFDC benefit payment costs
are matched under a formula which takes into account 2 sfate’s per capita income relative to national
per capita income, The federal matching rate for AFDC benefits may cange from 50 percent for
states with the highest per capita income to 83 percent for the state with the lowest per capita income.

Caseload and Expenditures « Fiscal Year 1992

AFDC Caselond
Average No. of Monthly Families ———— 4,768,495
Aversge No. of Monthly Recipients ———mmmm 13,625,342

Benefit Expenditures

Total $21.9 bitlion
Average Monihly Benefits (per Family)— $383.45
Average Monthly Benefits {per Recipient) $134.20
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A¥DC Unemployed Parent Program

The Ald to Familiss with Dependent Childrea-Unemployed Parent (AFDC-UP) program
provides assistance to families in which a child is deprived because one of the parents in the
household is unemployed. Under the provisions of the Family Support Act of 1988, the program is
mandatory in all states,

The Family Support Act of 1988 allows certain states to limit the period of assistance,
However, these states must provide eligible families with AFDC-UP benefits for at least six months a
year, AFDC-UP covers families in which both pareats are fiving in the housshold and the principal
earner, whether the father or the mother, is unemployed.

Eligibility Requirements

In order to be eligible for AFDC-UP, a family must meet all of the regular eligibility
requirements for AFDC. A family must have 2 dependent child who is:

under age 1§;

tiving in the home of both parents;

2 resident of the state; and

a U.S. citizen or alien permanently and lawfully residing in the US.

LI BN R

In addition, eligibility is based on the unemployment of the parent who is the principal earner,
The principal eamer is whichever parent eaned the greater amount of income in the 24-month period
immediately preceding application for aid,

Before a family can receive 4id, the principal earner must bave been unemployed for at least
30 days. As defined in regulation, a person who works less than 100 hours a month is considered to
be unemployed, .

The principal earmer must demonstrate a recent attachment 10 the labor force by having ()
six or more quarters of work in any 13-calendar-quarter petiod ending within one year priot o
application for aid, or {b) received (or quatified for) ynemployment compensatiop within one year
prior to application for aid.

Department of Health und Human Servives



A principal earner may establish quariers of work in the following ways: DR AFT

. Regeive $50.00 or more of earned income in a calendar quarter;
. Qualify for & quarter of coverage under the Social Security program; or
. Farticipate in the Job Opportunities and Basic Skills Teaining (JOBS) program.

At the option of the siaie, a principal eamer may establish up to four of the six requirad
guarters of work io (he following ways:

L Auend an glementary school, a secondary sehool, or a vocational or technical training course
fuli-time that is designed to prepare the individual for gainfil employment; or

- Participate in an education or tratning program established under the Job Tratning Partnership
Act (JTPA), -

If qualified, the principal earner must apply for and accept unemployment compensation.
Work Reguirements

In any month, including the 30-day period prior to receipt of aid, the principal eamer cannot
refuse, without good cause, a bona fide offer of employment,

If the pringipal earner is exempt from participating in work or training activities because of
living too far away from the JOBS program location, that individual must register with 2 public
employment office in the state,

At least one parent io 3-family must participate for at least 16 hours a week in 3 work
supplementation program, a comnwnify or other work expecience program, on-the-job training, or a
state-designed work program,

If a parent is under age 25 and has not completed high school, the state may require the
parent to participate in educational activities directed at attaining 2 high school diploma (or
equivalent), or in another basic edugation program,

If the principal earner {ails to meet the work and training requirements, and the second parem

is not panticipating in JOBS, the needs of the principal earner and of the other parent will 5ot be taken
ints account in determining the family's need for assistance and the amount of its assistanee payment,

Caselond sngd Expenditures ~ Fiscal Year 1992

AFDC.UP Caseload
Average Monthly Familiegirrns 21,7
Average Monthly Recipients —rrrr—o 1,347,755
AFDC-UP Benefit Expenditures
{Federal and State) s $2.1 billion

AFDC-UP Average Monthly Benefits
Per Family $550.46
Per Recipient $131.42
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Contrary to popular understanding, work is not a gusrantes to
agcaping poverty. In 1991, 9.2 million vorkers wers poor,
2.1 miliion of whon worked full-time, year-round. FPully 5.5
million people livad in poor familles with children which
contained one full«time, year-round wvorker.

The Earned Income Tax Credit {BITC) is 2 refundable tax credit
designed to help ths working poor. The <redit offseta the tax
liakility of low-income hesdi of houashold and is paid as a
percentage of ssrnings to a certein maximum,

The recently~passed reconciliation dill includes a waior
expanasion of the RBITC which would achiesve Presgident Clinton's
goal of enabling families of four with a full-time worker to
-reach the poverty linea. The five-year cost of this expansion is
$20.8 billion, with §7.0 billion spent in fiscal yesar 15%8.

Undar the provision, working poor familiss with two or more
children would recaive a $4 wage supplenent through ths EITC for
every $10 of the first $8,42% they earn. X family of four with
full~timae, full-ysar minimus wage earnings would yroceives the
maximunm credit of $3,370. ’

For famillies with two or aore c¢hildren, the credit phasss out at
a rate of 21 cents for each dollar earned above $11, 800,
Eligible tax f4ilers making up to $27,000 in esarnings will still
racalve & credit.

For the first time, a credit will alsc be avallable for low-
income workers without children. A childless worker would
recaive & maximum credit of SI06 based on earnings betwean $4,000
angd 25,000, Hearly five xmillion workera without children who
have very low incomes (less than $3,000) and are between the ages
of 25 and 64 would alsc bensfit.

Compared to thes situnation with no EITC at all, thas enacted
lagialation would amount o a 40 percent higher retwrn fronm
working for low<income fanillies with children. Compared to
current law, a two-parsnt family with two children and one wage-
earner working fuall~time at ainizom wage would got $1,375 pors
paxr year. In affect, this raises the pay for such s parson by 16
percent over the situation under prior law.
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*The expanaion will substantially increase the anti-poverty

affectivenoss of government tax and welfare policy. Iin 1994,

_ when the enscted legimlation is fully implemented, approximately
X.5 million people will be remoyed from poverty, aeven if no more

pecple go to work, And we expect more people to go to work.

Enactment of the axpanded EITC (s an fxportant first step in the
welfare refors eXfort. Ons of the major principles in reforwing
welfersa is to "uake work pay.*® 7The expansion of the EITC
signifticantly incrsases the return frowm work and increases the
incantive to begin work. It lays & =o0lid foundation for the
Administration's welfare refors plan-—anticipated later this
year-~to make work a more viable copticn than walfare.




Fact Sheet

ADMINISTRATION FOR
CHILDREN AND FAMILIES @RAFT

OFFICE OF CHILD SUPPORT ENFORCEMENT

£

Child Suppert Enforcement Program

The goal of the Child Support Enforcement (CSE) Program, which was established in 1975 ;
under Title IV-D of the Social Security Adt, is to ensure that children are financislly supported by
both their parents, Recent laws, including the Family Support Act of 1988, provide for strong child
support enforcement measurss to assure thar parental responsibility is met.

The CSE program is usually run by‘state and focal human services departments, often with
the help of prosecuting attorneys, other law enforcement agencies, and officials of family or domestic
relations courts.

Child Support Enforcement services are available automatically for families receiving
assistance under Aid to Families with Dependent Children (AFDC) programs. A family receives up
to the first 350 of any current child support each month without 3 decrease in the AFDC payment,
Any remainder relmburses the state and federal governments for AFDC payments made to the family.
AFDC recipients must assign {o the state any rights © suppon that they or eligible children may have,

Child support services are also availzble to families not recgiving AFDC who apply for such
services. Child support payments that are collected on hehalf of non-AFDC families are sent to the
family, For these families, states must charge an application fee of up to $25, but may pay such fee
from state funds. Some states may also charge for the cost of services rendered.

The mast recent census data show that in 1989 approximately 10 million women were raising
a total of 16 million children under age 21 whose fathers wers not Hving in the household. Of these
women, only 58 percent, or 5.7 milion women had been awarded ¢hild support. Among the women
due child support payments in 1989, half received the full amount due, 2 quarter received partial
payment, and a quarter received nothing, Of the total $18.3 billion owed for child support in 1989,
$5.1 biilion was aof paid.

During FY 1992, almost $§ billion in child support payments was collected under this
program. Paternity was established for more than 515,000 children that year, clearing the way for
the establishment of child support orders and other vital links between the children and their noa-
custodial parents.

PN Department of Health and Human Services
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There are four major services provided by the Child Support Enforcement Program:

i. Locating Absent Parents

2. Establishing Paternity @ R AFT
3. Establishing Child Support Obligations

4. Enforcing Child Support Orders

1. Locating Absent Porents » Child support enforcement officials use local information and resources
of State and Federal Parent Locator services to locate parents for child support enforcement, or 10
find a parent in pargntal kidnappingfeustody disputes.

These resources includs:

State: Federal:
Motor Vehicles/Drivers Licenses Internal Revenue Service
Employment/Unemployment Records  Department of Defanse
Stte Ingame Tax Social Security Administration
Pubiic Assistance Records Veterans Adninistration

Selective Service System
Fesleral eivilian persopnel records

About four million cases are processed annually by the Federal Pavent Locator Service, The
FPLS provides an address in approximately 80 percent of the cases submitted.

2. Establishing Paternity - Estzblishing paternity (legally identifying a chiid’s father) is a necessary
first step for ohtaining an order for child support when children are borm out of wadlack.
Establishing paternity also provides access to:

. Social security, pension and retirement benefits;
. Health insurance and information; and
1 Interaction with members of both parents” familiss

Many fathers volumarily acksowleige paternity. Otherwise, father, mother, and child can be
required 10 submit {0 genetic tests. The results are highly accurate. States must have procedures
which allow paternity to be estabiished at least up & the child’s sighteenth birthday.

3. Establishing Support Oblipations - States must have guidelines to establish how much 2 parent
should pay for child support. Support agency staff can take child support cases to count, or to an
administrative hearing process 1o establish the order. Health insurance coverage can also be ordered.

4. Enforcing Child Support Orders - A parent can be required to pay ¢hild support by income
withbolding ~ money beld out of the paycheck by the emnployer and sent to the child support office or
court, Qverdug child support can be collected from federal and state income tax refunds. Liens can
be put on property, and the property itseif may even be sold with the proceeds used to pay child
support arrearages. Unpaid child support san be reported (o credit bureaus so that 4 paregt who owes
child support may have trouble making purchases on credit.
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CHILD CARE PROGRAMS

‘The Administration for Children and Families (ACF) administers a variety of programs to
belp low-income famities obtain child care services. ACF child care services focus on assisting
individuals in low-income families who are employed, or are in training for employment, and who
need <hild care 1o achieve or sustain self-sufficiency. Child care assistance is available through the
states in the following four programs: the Child Care and Development Block (rant; At-Risk Child
Care; Child Care for AFDC Recipients; and Teansitions! Child Care.

Child Care and Development Block Grant (CCIRG)

The Child Care and Development Block Grant provides low-income families with the financial
resources to find and afford quality child care for their children. In addition, CCDBG increases the
avatlability of early childhood development and before- and after-school care services. Fuods are
available to states, Indian Tribes, and territories 1o provide grants, contracts, and certificates for ¢hild
care serviges for low-income families. To be oligible, a family must need ¢hild care either because &
parent is working, attending 2 training or educationul program, or because the family receives or
needs o receive protective services,

This program emphasizes the role of parents in choosing the care that best meets their
family's child care neexds. Parents may choose from a variety of child care providers, including
center-hased, family child care and in-home care, care provided by refatives, and sectarian child cire
providers.

Grantees must ensure that ¢child care providers meet minimum health and safety requirements
and set procedures. In addition, during normal hours of operation, parents must have unlimited
acoess to their children and the providers,

FY 1992 funds were awarded to 261 grantees, including 52 states, 4 territories, and 205
indian Tribes,

Since September 1991, ACF has provided states with more than $1.5 billion in CCDBG,
funids. For FY 1993, almost $893 million is available. No state matching funds are required.

Pl N Depuriment of Health and Human Services
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At-Risk Child Care

The At-Risk Child Care program gives states the option of providing child care 10 low-income
working families who are not receiving AFDC, who need child care in order to work, and who would
be at risk of becoming dependent on AFDC if they did not recsive child care assistance. Families
must contribute to the cost of care according to their ability © pay,

The central point of program planning, design, and administration with the state welfare
agency. In this way, stale agenciss, which also have the responsibility for providing weifare,
employmeat, and related services under the Job Opportunities and Basic Skills Training (JOBS)
program, <an ¢oordinate child care with these services,

States miay provide ¢hild care in the following ways: D R AFT

Directly,

By arranging care through providers by use of purchase of service contracts or
vouchers;

By providing cash or vouchers in advance to the family;

By reimbursing the family,

By adopting such other arrangements as the state agency deems appropriate,

All child care providers must meet applicabls state and local standards and allow for parental access,

Congress appropriated 3300 eniflion for this program for FY 1993, State maiching funds are

required.

Title 1V-A Child Care

Title IV-A Child Care provides funds for AFDC applicants and recipients through the AFDC
and I0BS programs. This financial support allows them to pursue empioyment or work training and
approved education which will help them 10 become economically self-sufficient.

Congress appropriated $371 million for FY 1993, State matching funds are requirsd. In FY
1991, 154,720 families, including those receiving transitional child care, were served.

Transitional Child Core

Transitional child care continues child care aszistance for up to 12 months afler 2 recipient
leaves AFDC as a result of inereased work hours, higher wages, or the loss of earned ncome
disregards, Congress appropriated §78 million in foderal funds for FY 1993, State matching funds
are required. For FY 1992, a monthly average of over 60,000 children were served,

Other ACF Child Care Activities

Several other ACF sctivities play 3 vital role in the delivery of child care services:

*

AFDC Child Care Disregards support AFDC recipients’ efforts 1o work by providing
offsets against income from work for a portion of recipients” child care costs,

The Head Start program, while not specifically targeted to provide child care, offers
comprehensive services to enhance the development of low-income pre-school
children. Head Start and the CCDBG can develop mutually beneficial arrangements



© provide extended day child care for Head Start children who need it due to their
parents’ work or waining schedules, or to provide CCEDBG recipients with a Head
Start experience,

Dependent Care Planning and Development Grants are made o states t0 pay 75
percent of the planning and development costs for establishing information and
refersal systems and school-age child care,

The Social Services Block Grant (SSBG) enabled states to provide social services
which are best suited to the needs of its residenmts. Services can include child care.

Child Welfare Services are available to states to provide child care and 10 help child
care centers mset Hcensing requirements, In addition, as 3 complement to the state
grant program, the Temporary Child Care/Crisis Nurseries program awards grants o
public and non-profit agencies for research, demonstration, and training.

DRAFT
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WELFARE WAIVERSB

In February of 1993 President Clinton met with the nation’s
governors to talk about his commitment to welfare reform. As part
of this process the President made it olear he wanted to encourage
state creativity and flexihility in the administration of public
assistance programs. In the past year 4 state waivers for welfare
reform programs have been approved. !

GEORGYIA ~ Gaorgia has created a program known as the Pargonal
Accountability and Responsibility Proiect, The program provides
family planning and parenting services and allows the state to deny
increases Iin benefits for familles that have additional c¢hildren
after they have been receiving welfare for two years.

The waiver allows Georgia to reduce welfare payments when an able
bodied adult refuses an offer of full~time employment or quits a
job without a cause 1f they are not caring for children under the
age of 14.

The waiver was approved on Hovember 1, 1993,

IOWA - Under Jowa’s welfare demonstration prolect AFDC recipients
will be encouraged to take jobs and accumulate assets through a new
program of Individual Development Accounts. Funds deposited in the
accounts will not be counted as ordinary income and c¢an be
withdrawn only to pay for education, training, home ownership,
business start-up or family emergencies. :

AFDC recipients will be encouraged to take jobs under a new formula
which disregards 50 percent of their earnings in the calculation of
welfare payments. During the fist four months of employment, all
income will be disregarded for individuals whe d¢ not have
significant work histories.

The current law limiting each family’s assets to $1,000 will be
substantially changed o enable each member of an AFDC family to
possess up o §8,000 in assets. ‘The vehicle asset celiling will
© alsc rise from §1,5080 to $3,000 per automobile.

The waiver also allows for the creation of a Family Investment
Program for AFDC pavents. They will be eliglihle for enhanced
training and support services in exchange for an agreement that
welfare receipt will be temporary or time time~limited.

The waiver was granted on August 8, 1953 and the demonstration will
run for five years.

VERMONT -~ Vermont’s ¥“Family Independence Project® (FIP) will
encourage AFDC families to work by enabling them to Xesp more
incorme and accusulate more assets than is normally allowed.



The plan also regquires that most people who have received AFDC for
a certain period cof time be reguired to participate in public or
community service jobs {30 months for single parent families, 1S
months for families participating in the uneaployed parent
component. ¢f AFDC)., When people stay on welfare for more than 30
menths the state will be able to restrict the way they can spend
their welfare checks and bar them from choosing cash for food
stamps.

FIF allows c¢hild support payment to bypass the state and go
directly to the custodial parent entitled to receive thenm.

The demonstration was approved on April 12 and will run for 7 years
and be rigorously evaluated by using experimental and control
groups. .

WIBCONEIN - On November 1, 1893, Wisconsin was granted a walver to
gperate a welfare demonstration program called "Work Not Welfare®
in twe counties. The program includes several significant and
caontroversial provisions.

* The program will limit the receipt of AFDC benafits to two
years in a four-year period., Once benefits are exhausted,
recipients will be ineligible for 36 months. Exceptlions
will be made under certain conditions, such as a lack of
appropriate jobs in a depressed econcomic area.

* Tha progran requires people on AFDC to work or look for
jobs.

¢ The program provides case management, employment activities
and work experience to faclilitate employment.

¢ The program allows child support payments to bypass the
state and go directly to the custodial parent entitled to
receive then.

The demonstration will be carefully evaluated and will run for 11
years.
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December 6, 1993

Mr. Bruce Reed *
Deputy Assistant o the President for Domestic Policy -
Domestic Policy Council

The White House

1600 Pennsylvania Avenue, N.W.,

Washington, DC 20500

Dear Mr. Reed:
The enclosed new memo by Dir. Amitai Etzioni may be of interest

regla‘rding the current debate about subsidizing private firms 1o place
wélfare recipients, such a8 America Works.

Sincerely,

27, . ps P o

Alyssa Quails |
Research Assistant

Enclosure: o ‘ '
"A Note on the Limits of America Works and Company”

THE GRLMARN Lisgany » KOOM 74] © 2140 H STRERT, NW. « WasineTron, DC 20652
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A NOTE ON THE LIMITS OF AMERICA WORXES aAND COMPANY

Recently the press has been full of laudatory reports on
profit making companies that have succeeded 1n placing welfare
recipients  in  well-paving and lasting dobs, Iz is  very
understandadle that such placements would be very atiractive for
all concerned. It alsc firs intoe the thinking of those who £ing
privatization ideologically attractive. Bub before one -Zumps to
conciude that such efforts can ke a major part of the drive o
plage hundrad thousands, Lf not millions, of welfare clientz in

paying jobs, please notsa:

1. As far as I can determing 3o far, these endeavors have not been

tndependent rigorous svalusrion which

pther programs have besn subject to.

2. Press reporrs on the success ¢f thege efforts lgnore the very
small number of weifare racipients cthat actually have been placed.
Thus, America Works veports that it placed ‘“approximately 740
welfare recipients” but the data cited about the fact that Chase
previous welfare reciplents continue to work where they have been
nlaced, the pay they receive, etc., etc. -~ is based on 341, &

roval of 250 who actually were reached.

3. Greaminag is extremely likely to have taken place. Profit making

companies would act againgt thelr most elementary sgli-interest if

r_l



they did not seek to place first those easy to place, few of which
exist in  any population. Th available reports provide no
informacion on the relevant attributes of those placed {e.g., are
they high school graduates? with previous work experience? age?
ecc. ).

The ¢laim that these companies can train welfare recipients
within gne week to be effective emplovees strongly suggesgs that
chogse few they did place are not typical, let alone hard-core,

welfare recipients but atypical wembers of the program.

4. There ig no evidence whatscever, and ng attempts where made O
collect dava, if the welfare ¢lientg hired {for which those who

hire them ave subsidized] did not zimoly digglace’others.

In c¢onclugion: We need urgently to have an independent
svaluation of these efforts. They may wall be of some service, bub
ro make them & main building stone of welfare reform may well turn

put e build con shaky foundations,

Memo by Amital Etzioni
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November 18, 1983

Mr. Bruce Reed

Deputy Assistant to the President for Domestic Policy

Domestic Policy Council
1600 Pennsylvania Avenue, N.W,
Washington, DC 20500

Dear Mr. Reed;

The enclosed memo by Dr. Amitai Etzioni may be of interest
regarding welfare reform.” It argues, among other points, that there is

no reason to wait for two years.

Sincerely,

Alyds

2 ii& }

TWALRINGTON O

Research Assistant

Enclosure; i
"Curbing [llegitimacy”
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CURBING ILLEGITINALY

THE PROBLEM:

Illegitimate births are undesirable in themselves AND increase

the hard-core welfare populaticon. The problem is well known, and

hence iz not further discussed here other than to note that if
illegitimate birth rates could be reduced, this would significantly
decrease the number of those on welfare and especlally those most
likely to stay longest on welfare {(high school dropouts with
children}). It is not enocugh to get people off welfare; we also must
curtarl the flow of new people into welfare., 7o reduce teen
pregnancy we best draw on two different strategies: changing the
teen culture and modifying the incentives and penalties that

influence illegitimacy.

HESPONSES ¢

it A soeial-change agent approachs

Human resource centers should be opened in public schools.
Schoel-based health care clinies and vocaticonal counseling should
bhe folded Lnto these centers, as well as family education
{including but not limited to wsex education). Some employment
preparation services may be added.

Staff should draw on peer counseling as the best available
method to encourage responsible behavior, Peers should be selected
from those most suited for the task, and may be a year or two oldex

than those they counsel. The counselors would be given the



requisite training and supervision. Studies show peer counselors,
which may inciude tesn mothers whoe "have been there", can speak
affectively t¢ the ill consequences of premature parenting. Studies
also report that being a counselor has a salutary effect on those
who do the counseling.

Such social-change agents, drawn from among the ranks of these
that must be reached, have been useful in the past. Tﬁe us
Department of Agriculture has used peers to encourage resistant
farmers to change theilr growing patterns. And in the 1%th centary,
YMCAs used vyoung men Lo socialize “rowdy" peers who receantly
migrated 1o the cities from rural communities, High school students
on welfare could be reguired to perform a similar service, as part
of their community service obligation under the Clinton
Administration’s “ending” welfare graqramf*

Human resource centers would be bast “extra~territorial”,
located in public schools but not subject to their command-ande
control, governmental, often highly bureaucratic structures and
rules. They may though draw on public funds as many not-fer-profit
arganizations do. The said centers may be staffed and supervised by
a new public (not-for-profit) agency; or administered in
conjunction ‘'with exiting bodies such as the YMCA; or run by a
variety of assoclations, to be chosen by each school from an
approved list which could include churches.

This social~change agent approach, which works on the cultural
side, is designed to augment rather than replace policy measures

that work directly on incentives and penalties.

2



2} Incentives and Penalties:

Prevention is typically better than treatment after the fact.
The hard core of welfare clients are teens who have had one or more
children while in sahoél, and who have not completed school as a
resuit. If one could significantly reduce the flow of these women
into welfare {(by having them complete high school and avoid
pregnancies) there would be many fewer new welfare clients. The
significance of deferring parenthood and completing high school is
highlighted by a finding of the Casey Foundation gquoted by wWilliam
Galston: 72% of unmarried high school dropouts are living in
paverty {(compared to 8% of married graduatesi}.

Twe policy changes, in addition to the approach discusgsed
above, would significantly contribute to the redress of this
problem. First, one should seek to discourage premature parenting
not only among teen women but also men. This can be done in part by
a enactment of the full package of measures contained in the

suggested faderal legislation to arrange for g¢hild support

insurance, including registration of fathers st birth and
garnishing part of the wages of theose who do not pay the child
support that 18 due. More is to be gailned here than the billlons
that now remain uncollacted leading mothers to dspend on public
welfare; such an insurance, especially if widely publicized, will
encourage young males to act more responsibly, the way shotgun
marriages used to work. Fathers who make less than $10,000 should
not be exempted (on the grounds that if they lived with their

children, they would share with them whatever income they had}. To



encourage the c¢ooperation of the mothers, part of the funds
collected should be turned over to them.

Second, welfare recipients who are minors should be required
te lLive with their parent (parents), This would decrease the allure
of independence afforded by AFDC, and encourage parents to urge

more actively their children to aveid pregnancies.

Comparison to the two-vears-training and oul approach.

The appreoach set forth here 1is designed 1o make welfare
unattractive and reduce the pool of welfare clients, without
dumping mothers with children into the streets.

Welfare clients whe cannot find private sector jobs should be
reguired to do community work now, This would make welfare less
attractive than would the approach currently considered by the
Clinton Administration, which ealls for two years of training.
Also, allowing for a transition out of welfare to community servine
now, 1f jobs are not available, would spare welfare clients the
grave disappointment sure to follow Lf after two vears of training
they are unable to find jobs. In addition, it would save the public
the billicons the Administration would spend on training. And it
would "end walfaye as we know it" ahead of schedule.

If there is a shortage of community service jobs, welfare
mothers who have infants (two years or younger) should provide
childcare for welfare mothers who have older children, thus (&}
helping reduce the costs of the total program and (b} keeping

mothers of infants with them. (There ig growing evidence that this



is very much in the child’s, parent’s and public‘s interest.)

A basic assumption behind the approach favored here is that
any plan that assumes that a significant pertion of welfare clients
can find private~sector 3jobs (that will pay enough to keep them off
of welfare), even after two years of trajining, is unyealistio. As
it is there are some 8,7 million Amerjcans ~- many trained, able-
bodied, and without children ~- looking for work and unable to find
it. Returning the economy to a job-rich pathway may well elude us
in the foresesable future. And the result of gpending large amounts
af money to place welfare clients in jobs is likely to be the
displacement of others, resulting in a higher unemployment rate.
Also imagine the anger of a working class person driven out of a
jobh (or a prospective one} by a government subsidized welfare
mether, less prepared for the job than the worker 1is, and
"pampered” with ¢hild care, transportation, and other services not

available to those merely unemployed.

Memo By Amital Etzioni

Amital Etzionl is a Unlversity Professor at The George Washington
University and the director of the Centar for Policy Research.

Possibly one could draw on the military to help staff these
centers. Many now in the miliary are particularly well suited
because they are from compatible sociological backgrounds and have
the proper experiences. The military might be encouraged to pick up
some of the costs involved on the grounds that it would benefit
from high school graduates who would be better prepared to serve
thair countyy.



THE WHITE HOUSE
WASBHINGTON

Septenber 17, 1993
KEMORANDUM FOR BRUCE RERD

From: Chris Lin
Subiject: Welfare Reform Concerns

During our most recent meeting on outreach for welfare, we
started discussing phase two of welfare reform —— i.e., drafting
policy papers and making decisions., Several red flags were
immediately raised. I thought them important encugh to break
them out inte a separate memo for you.

1. Policy ve. Politics

It was brought to my attention that the Welfare Working Group and
Isgue Group leaders were expected to draft options and proposals
by October. And that decisions and a final proposal to the
President were to be nade by late fall. I realize that &ﬁriat
deadlxnea have never baen set; howe I am e 4 _tha BY ¢

advocacy. groups and k : While the pwliay is mmving
guickly: subat&nﬁive aanaultation with groups are moving at a
slower pace. The advocacy groups and think tanks ars beling told
we are "beginning our dlalogue,® while issue groups are preparing
to draft policy documents. We need for policy development and
political consultation to go hand in hand. My fear is that once
there is paper, consultation will be "too little too late.®
Hopefully I'm just jumping the gun on this one. Perhaps I'm not.

2. Composition of Working Group Members and Steering Commitiee

As we move into "Phase 2% we are going to have to answer to the
question: who is making these decisions? My concern springs
from a comment made by Cong. Ford at the CBC meeting this week;
that the CBC would find it difficult to support pelicy decided by
a group {(the Welfare Working Group) so lacking in minority
representation. We need to think seriously on this comment. The
HHS folk are planning to hold a meeting on this issue this coming
Wednesday.

Both of these oncerns were discussed at the outreach group

meating, however, it might be helpful for you to address them on
a higher level from a White House Political standpoint....

ce: Alexis Herman



DEPARTHMENT OF THE TREASURY
WASHINGTOM

July 26, 1993

ABBIBTANT SECRETARY

MEMORANDUM FOR BRUCE REED
DAVID ELLWOOD
MARY JO BANE
Co-Chairs, Working Group on Welfare Reform,
Family Support, and Independence

From: Alicia Munnell

Assistant Secretdry for Economic Policy
Subject: : Where We Go from Here: Some Suggestions
Summary

The purpose of this memorandum is to follow up on my remarks at the meeting of
the Working Group on July 21, I general, the key building blocks of a respectable welfare
system are in place, pending enactment, or under active copsideration by Administration
working groups. To complete the effort, our group needs 10 focus on five particular issues:
coming up with a workable way to weave a two-year limit into the system, ¢oordinating with
health reform, coordinating with the Administration’s rethinking of housing programs, ‘
assigning priority to prevention, and defining the budget constraint.

Discussion

As outlined by Paul Dimond, we are much closer to being able to present a compre-
hensive statement of the Administration’s welfare policy than many may think. Consider the
elements of current policy and related proposals the President has already put forward or is
about ta:

® The Family Support Act of 1988, with its philosophy of mutual obligation, was a
genuine philosophical breakthrough. Its basic provisions provide a solid intellec-
tual context and statutory foundation for welfare reform under President Clinton.

-~ tougher child-support enforcement,

- fransitional child- and medical-care services for those who go to work and Jose
AFDC eligibility, and

- the JOBS program, providing services designed to qualify welfare recipients for
decent jobs and o assist them in getting hired,

w A substantially epriched EITC seems likely to emerge from this vear’s budget-
reconciliation process to help make work pay for low-incame families.

w Health care reform should effectively eliminate loss of medical care as a factor
discouraging welfare recipients from pursuing opportunities to become self-suffi-
cient in the job market,
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m The President’s has proposed movement toward full funding for Head Start and
WIC and payment for meals at Head Start centers.

» The School-to-Work initiative, though modest, is a promising step toward reduced
dependency in future generations, as will be a variety of other preventive initia-
tives currently under development.

® The Food Stamp Program provides nearly 325 billion per year of assistance to the
poor and the near poor, and the Administration is committed to the "Mickey
Leland” proposal to expand the program.

w Proposals for more efficient and better-targated housing assistance are being
developed by the HUD Economic Independence Working Group.

m The Administration has put forward proposals for augmented child-care services
to assist low-income parents in entering and remaining in the labor force.

Considering these elements, it is clear that we are 90 percent of the way tu a rela-
tively comprehensive policy that can be fairly characterized as ending welfare as we have
known it. In completing the mission of the Working Group, five particular issues deserve
priority attention:

{1}  The most important aspect of the President’s commitments that remains to be
incorporated inte a welfare-reform initiative is the two-year limit on the eligibility of most
recipients for AFDC benefits. As we build on the discussion of this issue that began at the
meeting on Wednesday, putting Bruce Reed’s draft proposal on the table for consideration
would be most helpful in focusing and structuring the deliberations.

{2)  Since health care reform will be a key piece of the President’s strategy for
dealing with poverty in America, Ira Magaziner should be invited 1o brief the Warking
Group. The objective would be to ensure that we clearly understand what is being contem-
plated for the future of Medicaid and other aspects of the health care system with particular
implications for low-income individuals and families.

{3}  Subsidized housing is an important element of the welfare system, but all the
benefits go to barely one-fifth of eligible families, and eligibility standards differ in signifi-
cant ways from those for cash assistance. Chris Edley's HUD Economic Independence
Working Group is addressing some of these issues, and coordination with the agenda of the
Welfare Reform Working Group will be very important as both groups progress oward
decisions on policy options.

{4)  Enabling and strengthening incentives for people to avoid welfare should be 2
major theme of our recommendations. Priority should be given to the newly constituted
Prevention Issue Group.

{S)  Finally, speaking as an economist, it would be very helpful to have some sense
of the budget constraint to which our deliberations are subject.

ce: Isabel Sawhill

ANE_WRSC W5 2. day 26. 1903
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Domestic Policy
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FAX: 456-7739
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May 14, 1943 LINIVERSITY PROFESSUR

Bruce Reed
FAX: 4567730

Dear Brucs:

This is fo follow our discussion. Attached is a list of people for your
consideration. A subset of these might be invited for an informal White House advisory
group on rights, responsibilities and welfare reform. For the group to work it is quite
naeessary for you o give it a launching brief on what you (or you and others you may
wish to designale from the Administration) see as the issues. Only with such a launch
can the group fee] that they would do their work, which they would do as volunteers,
not as ohe more study group but one that will be listened to (although, of course, not
necessanly heeded) in the highest circles. For the same reason [ sugyest that the first
meeting take place within your building if at all possible.

The list is longer than might be necessary. Some people might well not be ideal
for our purpose. (thers may not be able to make it The Jist includes Latinos and
African Americang, New Democrats and some others, even one GOP-leaning expert. We
did not identify an Asian American but would love to have such a person. Abave all it
is o list for discussion.

Several of the people I worked with before and they know the system from the
ground up and are most useful. Unfortunately they are from out of town, The question
of travel funds may arise. I am trying to resclve it. If you have suggestions they would
be appreciated.

I strongly believe that I could help this group to form a useful set of
recommendations. Let me hear what you think.

Sincerely,
(o

Amitai Etzioni

PO2



FAX 2029941639

ADMINISTRATION

David Ellwood
William QGalston
klaine Kamarck
Bruce Reed
isabel Sawhili

OUTSIDE

{Cordon Berlin
Manpcwer Demonstration Research
Cor?emtion

Dougias Besharov
American Enzergz‘isc Instituie

Cary Buriless
Bm;:zkings Institution

Ernesto Cortes J1.
Texas Industrial Areas Foundation,
Austin, Texas

Cushing Dolbeare
Washlngton, DC

Timothy W, Griffith
Department af Homan Resources
Maryland

Alan Houseman
Center for Law and Secial Policy

A. Sidney Johnson
American Public Welfare Assoctation

Michael Laracy

Department of Human Services
New Jersey

Sar Levitan
Center for Social Policy Studies

Will Marshall
Progressive Policy Institule

Milton Morris

Joint Center for Political arxl Economic

Studies

Richard P. Nathan

Rockefeller College, Albany, New York

Demetra Nightingale
Urban Institute

Franklin Raines
Washington, DC

Stanford Ross
Arnold & Porter

Audrey Rowe
Department of Income Maintainence

Connecticut

Kelly Thompson
Avrwserican Public Wellare Association
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June 7, 1903

Ms. Carol Rasco

Agsistant to the President for Domestic Policy
Executive Office of the President

The White House

1600 Pennsylvania Avenug, N.W.
Wiashingion, D.C. 20500

Dear Ms. Rasco:

[ am delighted to pravide you with the enclosed papar, A Business Approach 1o
Welfare Reform.

This paper describes some of the issues in our current system of public welfare,
outlines the social and economic costs of this system, and suggests a framework for
the business community’s involvement in its reform. [t does not attempt to answer
the many questions sure to be discussed during the debate on welfare reform.
Nonetheless, the paper raises the issues business believes are essential to welfare
reform efforts and discusses how those issees should be addressed. Fundamentally,
the paper proposes the need for a business approach to welfare reform, hecause
there can be no comprehensive attempt at reform without employer involvement,

For the past twenty-five years, the National Alliance of Business has worked with
business and all levels of government to help citizens with special problems obtain
training and fobs, In this, its 25th Anniversary year, the National Alliance of
Business is rededicating itself to serving as the nation’s catalyst for building an
internationally competitive workforce. This mission includes all Americans because
we cannot afford 1o lose the productive talents of any citizen,

Central to this mission, are the Alliance’s efforts to improve local welfare-to-work
programs and, thereby, our nation’s welfare system. NAB comes to this discussion
as the only organization representing the role of business in welfare-to-work
programs. Much of the Alliance's involvement has been aimed at increasing
participation by the private sector in the development of welfare-to-work programs,

$2H New York Avenuc, NW o Washington, D 200033917
02280 288K - Fax ZU2-249-1 303 DD 202 2802077
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Since August 1990, NAB has been the prime contractor to the U.S, Departments of Health
and Human Services, Labor and Education for the development and delivery of training and
technical assistance to state and local Job Opportunities and Basic Skills Training JOBS)
program operators,  This contract has given NAB hands-on experience in implementing
welfare-to-work programs at the vational, state, and local level, Additionally, through its
field offices, the Alliance has also been involved in numerous welfare-to-work projects that
entail providing technical assistance to states, Clearly, the Alliance has a great deal of firgt-
hand experience which it will contribute to the forulation of any weifare reform proposal,

Knowing of your deep commitment to providing education and trainiog opportumiics that
help disadvantaged citizens move toward seif-sufficiency, I want to share this paper with
you. [ hope that this paper will be of use to you in your deliberations about welfare reform.
[ look forward to hearing your comments and thoughts about this important issue.

Sincerely,

iiliam H. Kolberg
President
National Alliance of Rusiness
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A BUSINESS APPROACH TO WELFARE REFORM

Executive
Summary

Today there is widespread agreement that our welfare system
must be improved. Created to address economic problems of
the 1930s, Aid to Families with Dependent Children is no
longer suited to social conditions of the 1990s. Congress took a
maior step toward reforming the welfare system with passage of
the Family Support Act in 1988, Even so, welfare reform
continues to remain high on the public policy agenda.

Growing dissatisfaction with the system prompted President
Clinton's campaign piedge o "end welfare as we know it." To
fulfill this pledge, the President has outlined several principles
that will guide his welfare reform proposal. He would impose
time Bmits on the receipt of benefits, expand the Earned Income
Tax Credit, toughen child support, and increase education and
training opportunities for welfare recipients.

A comprehensive reform of the welfare system will require a
concerted effort by, and the active insvolvement of, both the
public and private sector. Because & strengthened and expanded
welfare-to-work program is widely recognmized as crucial to
reform, the business community must play a critical role in this
effort. As a business-led organization involved in welfare-to-
work programs nationwide, the National Alliance of Business
{(NAB) has developed this paper to provide a business approach
to welfare reform efforts.

The paper describes some of the issues in our current system of
public welfare, outlines the social and economic costs of this
system, and suggests a framework for the business community’s
involvement in #ts reform. It does not attempt 1o answer the
many questions sere to be discussed during the debate on
welfare reform. Nonetheless, the paper raises the issues
business believes are essential to welfare reform effonts and
discusses how those issues should be addressed. Fundamentally,
NAR proposes the need for a business approach to welfare
reform because we believe there can be no comprehensive
atempt at reform or any expectation of its success without
employer involvement.

@ NATIONAL ALLIANCE OF BUSINESS



Background

This approach to welfare reform recogoizes that any new or
reformed systern must be firmly rooted in and comnected (o the
local labor market. Any system of public assistance that is not
inextricably bound to local economic conditions and labor needs
will face significant barriers in helping to move its participants
to productive employvment and self-sufficiency.

Reforming the welfare system will be a large and complicated
undertaking. It will require addressing issues not only specific
to welfare but also related to child care. health care,
transportation, housing, job training and education. But if a2
reformed weifare system does not have at its core assimilating
welfare panticipants into the workforee, it will achieve only
limited success. American business shouid take part in the
welfare reform debate to ensure that the redesigned system
encourages work and assists participants in becoming proxiuctive
members of our society.

A brief scan of the current public welfare system reveals four
major weaknesses. First, welfare does not reinforce values most
Amgricans believe are important: work, family, individual
responsibility, and seli-sufficiency. Welfare mules penalize
savings, perpetuate dependency, discourage work, and isolate
recipients. In short, welfare often rewards failure not success.

Second, welfare often penalizes marriage and underwrites single
parenthood. Welfare rules have traditionally imposed a stiff
“marriage” penalty: women who marry 2 man with 2 job usually
excecd AFDC limits on household income and thus lose their
benefits. Couples who choose to live together instead of
marrying suffer no such loss of income.

Third, much of what the federal government spends on public
assistance to the poor is lost in an uncoordinated and inefficient
systom.  Because this money is dispensed through so many
separate programs and delivery systems with thelr own rules and
regulations, much of it is swaliowed up by an ever expanding
bureaucracy for delivering social services, and never reaches the

DOOT.

Finally, and most important from a business perspective,
welfare undercuts the incentive to work. The current system is

@ NATIONAL ALLIANCE OF BUSINESS



A Call for
Reform

replete with rules and regulations that have the etfect of
discouraging those who wish to work from doing so. For
many, staying on welfare is simply a matter of economics,
When cash assistance, medical, transportation, housing, and
child care benefits - many of which are cut for those moving off
AFDC - are considered, weifare often offers g more siable
income than work.

The costs of maintaining the current system must, then, be
measured in both economic and social erms. Currently,
Washington spends about $130 billion a year on 75 means-tested
programs for the poor. In addition, the indirect costs, in the
form of higher taxes to pay for remedial education, emergency
medical care. drug treatment, homeless shelters, police. courts,
prisons, etc, are an increasing burden on the economy and on
our society.

Even more significant, however, dre the costs of losing the
productive capacity of a large number of our citizens. Thisis a
toss of the productive potential of millions of citizens who '
cannat. for lack of education and/or skills, compete in a global
economy. Nor can these costs be measured simply in economic
terms. The costs of continuing with the current system will
drain our country of important human resources well into the
21st century.

A general consensus has been formed that there are deep
steuctural flaws in our public welfare system as it currently
operates. A closer look at common attitudes about welfare,
however, reveals two general and distinet points of view
regarding welfare recipients.  Recent studies have shown that
people generally view welfare recipients in one of two ways: as
jong-term, or "career,” welfare recipients and as temporary, or
"transitional,” recipients. A focus group study done in
California discovered that perceptions of welfare recipients
generally determined attitudes about the system as a whole.
Those who felt that most welfare recipients were long-term
dependents of the system generally had more negative
impressions than those who felt most welfare recipients were
temporary participants, The significance of these findings is
that while many people express general dissatisfaction with our
welfare system, what is most objectionable is the long-term
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dependency it allows and. at thnes, encourages. Thus any
significant attempt al welfare reform must seriously address the
long-term dependency that welfare encourages.

Welfare reform is certain to remain high on the public policy
agenda as several reform proposals are being discussed and/or
considered, President Clinton campaigned on the promise o
"end welfare as we know it." Legislation has not ver been
introduced, but the President has indicated the following
principles will guide deveiopment of his welfare reform plan,

.. First, welfare should be a second chance not 4 way of
life. Under the Clinton plan, most reciptents would have
two years after they completed a training program before
they would be asked o take z job either in the private
sector or in public service. The President would
guarantee that welfare recipients do not lose thelr access
10 health care and child care by moving imto the
workforce.

. Second, every American who works full-time with a
¢hild in the home should not live in poverty, The
centerpiece of this proposal is an expansion of the
Eamed Income Tax Credit (EITC). The EITC is a tax
credit for working families with incomes of less than
$22,370 and one child living at home. Under the
Clinten pian the income threshold would be raised and
the credit would be extended to poor workers who don't
have children,

. Third, federal child suppoert enforcement wounlid be
dramatically foughened. It is estimated that 15 million
children have parents who could pay child support but do
not. The President proposes having states estabiish
paternity at the hospital and using the Internal Revenue
Service to collect unpaid child support, His plan would
aiso establish a national databank to (rack down deadbeat
parents.

» Fourth, edocation and training opportunities for
welfare recipients would be expanded. This siep
wotild build on the Family Support Act of 1933, which
required states o move a portion of their weifare
recipients into training programs and jobs.

NATIONAL ALLIANCE OF BUSINESS 4




Business
Involvement in
Welfare Reform

Under the framework of the Clinton plan. statgs would be
accorded greater flexibility to experiment and design their own
approaches to welfare reform. The President has promised o
approve waivers to states for welfare reform programs that may
not directly reflect the policies of his Administration, provided
that there is an honest evaluation of gach program,

It is in the interest of all concerned that the business community
participate in any reform discussion so as to guarantee that any
proposal is premised upon the goal of moving welfare recipients
off public assistance and into productive employment.  Because
apy earnest atterapt at reforming the welfare system will include
eiforts 1o strengthen and expand successful welfare-to-work
programs, employers’ involvement is critical. Welfare-to-work
programs lie at the intersection hatween social service agencies,
gducation and training services, and the labor market,
Meaningful business involvement can improve program
efficiency and effectiveness and can significantly increase the
chances that program participants will ultimately become
independent from public assistance.

Welfare-to-work programs must be incorporated into our
national effort 1o build a world class workforce, At atime
when all resources of the naton’s Jabor markel must be better
utilized to keep pace with global economic competitiveness,
preparation of welfare recipients to meet the expanding human
resource needs of business is critical. However, employment
and training programs for welfare recipients will not be
sufficient in and of themselves unless they leverage the interests,
perspectives and resources of the business community.

Private sector employers know what job skills are needed in
their industries and in their geographic areas. They understand
local fabor market trends that can help to guide program designs
and training content. Just as business has a direct interest in
welfare-to-work programs as a means to building a better
workforce, so too does the nation need 10 develop the productive
capacity of groups previously considered 1o be outside the
miainstream of our economy to assure an adequate supply of
skilled workers. Training welfare recipients to fill job vacancies
in the private sector not only makes good social policy - we are
dignified by our work - it is sound cconomic policy. In shor,
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A Framework
for Welfare
Reform

Principle 1

the business community has a stake in the success of welfare-to-
work. The problems created by chronic unemployment and
dependency are well documented. Because these problems
demand the use of scarce resources, and because they contribute
to social tensions which affect productivity and the general
business climate, the public sector should be interested to have
business’s assistance in solving them.

Long-term welfare dependency and complex labor phenomena
are issues too large and impontant for any one sector of society
to address alone. Labor market and welfare issues are no
longer just government problems. A public/private partnership
based on the principles outlined below would bring the best
leadership. resources, and commitment to the table in each local
community to address the welfare issue.

Welfare reform should be an integral part of the
effort to develop a comprehensive workforce
development system that is firmly rooted in local
labor market needs and opportunities.

If the United States is to remain competitive in world commerce
in the 21st century, we need to invest in building the skills of
our current and future workforce, and we must actively engage
in partnerships to build a workforce development system that
includes all our citizens. We must realize the need for the
public and private sectors to collaborate on systems that
optimize the full potential of our human resources.

Experts agree that we lack a coherent system for setting human
resource goals and priorities at the community level and for
linking employment, training, and education programs together
with local employers to deliver services efficiently to meet these
goals and priorities. A broad-based workforce development
system would help to eliminate the inefficiencies in the current
use of resources for public assistance and welfare-to-work
programs. The system would be charactenized by: a common
point of intake; individualized assessment of clients to determine
their service needs; a form of case management to see
participants through the system; and a common system of
placement that employers could readily access.
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The lack of available resources at the state level has been a
barrigr to previous welfare reform efforts and to developing
effective weifare-to-work progmms,  State budgets, soverely
pinched by the recession, have not been able to provide
sufficient matching funds fo use all of the available federal
money. A comprehensive and well-coordinated workforce
development system would increase the probability that adequare
funding is available at the federal, state, and local level to meet
the needs of our current and future workforee.

Another barrier to improved welfareo-work programs is the
fack of coordination between different federal and state agencies
and the programs they administer. The result of this is more
often thar not an incoherem effort between different parts of the
system that do not work together toward complementary goals,
Welfarg-to-work program administrators have expressed a great
desire for 4 more integrated and better coordinated system.
Legislative changes would be required to correct some of the
problems, but with influence of the private sector, a workforce
development system could accomplish much administratively 10
improve coordination and reduce paperwork. Such a system
would provide the context for making decisions about investing
in our human resources today for the benefit of our future
eCONOmic competitiveness,

The crucial components of any welfare-to-work program are
education and job training. These components, however, are
also expensive. Viewed in the short term these services do not
seem to justify their costs. Viewed in the long term as part of
an overall effort to build an internationally competitive
workforce, they are a wise investment in our future. A
comprehensive workforce development system implemented at
the state and local level would serve clignts more efficiently.

The key component of a workiorce development system should
be a network of business-led Waorkforce Investment Councils to
be established in every labor market in the country. The
Councils would overcome the inefficiency of our current
fragmented and frequently duplicative approach 1o local labor
market program administration by overseeing the operation of a
more efficient, integrated sysiem of service delivery. In facy,
several states have utilized the existing Private Industry Council
system to serve this function,
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Principle 2

Within a framework of federal and state policy leadership and
support, the Councils would negotiate among existing federal,
state. and local training and work-refated education programs,

A restructured welfare program that is integrated into a larger
workforce investment system would provide a more efficient
way of moving participants into productive emiployment,
Education and fraining programs would be responsive to kxal
economic conditions and participants would be provided training
appropriate to those conditions. Suech a system would allow
welfare to return 10 is intended role of providing participants
with temporary assistance as they prepare to enter or reenter the
workforce,

Welfare reform should buiid on the Family
Suppart Act of 1988 1o expand education and
training programs that help welfare recipients
become job-ready and employed.

In 1988, Congress enacted the Family Support Act (FSA),

which established a2 new employment and training program for
recipients of AFDC called the Job Opportunities and Basle Skills
Training (JOBS) program. The purpose of JOBS is to assure
that needy families with children obtain the education, training
and employment that will help them avoid long-term weifare
dependence. JOBS requires states to set up welfare-to-work
programs. to fund the programs by matching federal dollars, and
to compel some welfare recipients o participate in these
programs. Through these programs, participants receive basic
angd vocational education, job skills and job readiness training,
on-the-job training and community work experience. They are
also eligible to receive support services, such as transportation,
child care and Medicare up to a year after they complete
training.

Perhaps the most significant aspect of JOBS is its emphasis on
panticipant responsibility. JOBS stresses that welfare recipients
have an obligation to pursue the oppornities and take
advantage of the activities presented to them. One of the
shortcomings of the current wetfare system is the absence of
expectations it places on paricipants. Ouly by moving towards
a policy which recognizes and rewards participants’ efforts to
help themselves will we eliminate the long-term nature of public
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assistance. To this end, the President’s proposal to impose time
limits on the receipt of weifare is 3 step in the right direction.
However, without continuing and strengthening this emphasis on
mutuzl obligation, as required under JOBS. time Hmits will oaly
be partially effective.

The foundation upon which to build welfare reform is already in
place. A coordinated, comprehensive welfare system can be
constructed with refinements to the existing structures and can
become an integral component of the workforce development
systemn, JOBS is the culmination of a great deal of welfare
experience and reflects what programs need, such as design
flexibility and the encouragement 1o coordinate with other,
appropriate agencies and community-based organizations. In
fact, most interested parties believe that the ingredients for a
successful welfare-to-work program are contained in JOBS.

Many observers also recognize that the potential for success in
an gxpanded Family Support Act and JOBS program lies in their
emphasis on individualized services and assistance, Many of the
gducation and training programs in states, however, are not
capable of addressing the unique needs of welfare recipients,
Target groups from welfare-to-work programs differ from those
that have traditionally been served effeciively by education and
tratning programs. When compared with other students in
education and training programs, welfare recipients have
generally been found to have lower average achievement, lower
average motivation, greater need for support services, and a
higher incidence of personal problems. Welfare-to-work
programs should be designed with the flexibility necessary o
address different needs.

Because of welfare recipients’ special needs, states and localities
have found it necessary to adapt existing education and traloing
programs. Many education providers have found that weifare
recipients by and large require more counseling than non-
welfare recipients, Others have adapted their established
curricula to meet the needs of welfare recipients. In some local
education agencies in California, for example, educators decided
to create classes expressly for adult welfare recipients. The Job
Training Partnership Act (JTPA} is moving toward a system
with an assessment process and an array of appropriate services
that succeed in matching services o the person. The effort needs
to be expanded to include JOBS participants.
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Principle 3

Another significant aspect of the JOBS program is #s emphasis
on providing work experience. Many JOBS programs use
Community Work Experience or Work Supplementation not as
ends in themselves but as components of a program designed
prepare participanis for work., As 4 component, work
experience is a way for the participant to make choices about
potential professions, become accustomed to the job readiness
skills that a permanent position requires, and to develop
additional skills. In addition. the program staff can use work
experience as an assessment tool of 4 participant’s training or
education needs.

The Family Support Act of 1988, and specifically the JOBS
program, lays the groundwork for reforming the welfare system,
The Act's emphasis on participant responsibility, the imponance
it places on the provision of employment and traimng services to
wellare recipients, and its encouragement of employment
programs such as Community Work Experience and Work
Supplementation. begin to move in the direction of a reformed
and improved welfare system.

Public service employment should be evaluated
by weighing the benefits it would provide agains:
the costs it would impose,

The idea of mandating some type of work experience is
controversial because it ingvitably leads to a debate about public
service employment. The President has said that under his plan
after two years welfare recipients would be asked 10 take a job
in gither the private or public sector,  Presumably, those unable
¢ find private sector jobs would be placed in some type of
public service emplovment. The questions associated with
public service employment are 00 numerous o be discussed
definitively in this paper, yet if is clgar that, however well-
designed and well-constmcted a public service employment
program is, it should not be a permanent alternative o
unsubsidized private sector employment. Additionally, public
service employment should not position welfare recipients
against unionized workers, dislocated workers, and existing
workers for jobs. In general an effective public service
employment program will nced to be carefully managed w0 avoid
pitialls of supplanting or replacing regularly funded private
sector jobs. The benefits of public service employment are the
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Principle 4 -

values and habits of work it instills, the sense of participam
responsibility it impans, and the skills and traloing it provides
participanis.

Welfare reform should preserve the flexibility
atlowed o the states and should encourage stoie
experimentotion with their own welfare plans.

The environment for welfare reform experimentation was
established by the Family Support Act of 1988 and by the
federal government’s response (o requests from the stares for
waivers. The states have used this flexibility and made major
changes to their weifare systems. For example, Wisconsin has
been g leader among states experimenting with welfare reform,
Widely known for its Leamnfare program, which reduces welfare
benefits for teenage truancy, Wisconsin has also proposed a
more aggressive child support coliection system than the one
found in the Family Support Act.

In Ohio. teen parents receive 3 bonus in their welfare grant for
being enroiled in a school program leading 10 4 high school
diploma or its equivalent and for meeting monthly attendance
requirements. Maryland has proposed cutting benefus for
recipients not receiving preveantive health care or not keeping
children in school. New Jersey is experimenting with denying
benefits 10 mothers if they have additional children. Michigan
has abolished its general assistance program, which provided
benefits to adults with no children. Recently, Wisconsin became
the third state to begin work on a time-limit plan, joining
Vermont and Florida. Vermont was granted a waiver {rom
federal rules to proceed with its plan, Florida will submit a
waiver request shortly, and the Wisconsin legistature will soon
vote on its time-limit proposal.

Much of the progress that has been made on welfare reform has
been the result of ideas like these developed, tested, and refined
at the state fevel. Almost every state has some experimental
innovative approach in its welfare-to-work program and
although many state experiments will be controversial, it is
through state flexibility and experimentation that widely
acceptable program solutions will be found. Allowing, indeed
encouraging, these demonstrations 1o continue should be a key
component of a reformed welfare system,

@ NATIONAL ALLIANCE OF BUSINESS ii




Principle 5

A Role for
Business

Welfare reform should preserve the safety net for
children and the disabled. Furthermore, steps
should be taken to address the root causes of
poventy and avert welfure dependency before it
begins.

The goal of all welfare-to-work programs should be 1o help
participants find productive employment and become
contributing members of our workforce and society. However,
programs should not be considered to have failed if gl)
participants in them do not reach this goal. There will sull
remain a egment of the welfare population which will have
great difficulty becoming self-sufficient. There are a number of
welfare recipients who cannot work because of age or disability.
In the efforts to reform the welfare system it is essential that we
not lose sight of our commitment to providing citizens a safety
net below which no one is allowed to fall.

Today, the business community is defining s role in public
policy by sceking greater involvement in school reform,
vooational education, dislocated worker training programs, job-
training for the disadvantaged, school-to-work and youth
apprenticeship programs. As the business comamunity continues
to provide input into these and other critical issues affecting the
quality of the American workforce, questions about long-term
welfare dependence will be addressed. Many of the flaws of
our welfare system today could be corrected by taking action
soorer and addressing problems before they occur.

Although the proposed framework for reform is primarily
addressed to public-policy makers, there is a distinet but closely
related role for the business community. As detailed carlier in
this paper, business has a critical stake in the success of our
welfare-to-work system. As this system is further integrated
into a workforce investment strategy, the business community's
stake becomes even higher and the benefit of having business
involved in the design and impiementation of weifare-o-work
programs is even greater,

Businesses can help ease the tansition from welfare-to-work by
adopting voluntary “family friendly” policies that recognize the
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barriers many welfare recipients face in gaining full-time
employment. Many of the hurdles welfare recipients face in
maintaining productive employment are only indirectly related 1o
income. AFDC recipients often have child care, transportation,
health care and other needs that prevent them from finding and
maintaining full-time jobs. Recognizing the interrelationship
between these issues and the welfare reform debate is a
necessary first step in constructing a more enlightened welfare
systern. These are issues {0 be addressed by both the public and
private sectors. There are, nevertheless, steps the business
community an take voluntarily to remove some of the obstacles
welfare recipients face on their path to self-sufficiency.

Many companies. large and small, have begun to adopt policies
that provide support for employees struggling to balance family,
health, transportation, and other concerns. Thess concerns are
often what keep welfare recipients from maintaining
employment. The exient to which businesses can address them
will be a critical factor in the success of reformed welfare
systen,

Additionally, employers have a key role 1o play at the local,
state, and federal levels in the design and implementation of
welfare-to-work programs and welfare reform strategies.

At the local level, businesses are often the best predictor of
labor market trends and needs. Businesses also know the skiils
required of the current and future workforce in their industries.
The business community can bring this knowledge and
experience (0 the development of effective welfare-to-work
programs, Local private sector leaders can serve an important
role as outside brokers, or barometers, for public programs
related to employment and training, Very often it is the
“neutral” business voluntcer who motivates public agencies and
officials to work more effectively and to coordinate resources
more efficiently toward a common goal,

At the state level. Many of the most innovative ideas on
welfare reform have emerged from state efforts to restructure
their programs, States will continue 10 expeniment with ideas
and a8 such it is at the state level where business can have an
irapact on overall policy direction. Critical to the success of
programs at this level is the ability 1o Coordinate statewide
public/private employment and training strategies.
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Sumnmary and
Conclusions

At a time of limited public resources. coordination among job
training and education programs is a critical common sense issue
for employers. Welfare-to-work programs should be
coordinated with other employment and training resources
available for similar population groups. This can be done
through comprehensive state-level coordination policies that
provide criteria for coordination in the local planning process.

At the federal level. AFDC has been and remains a federally
funded program. Overall policy decisions that impact welfare
programs will be made in Washington. The business
community can make us voice heard as the Administration, the
Congress and national organizations frame a redesigned welfare
system. Appropriate issues for the business community © raise
at the federal level include: increasing incentives for welfare
recipients to seek and maintain employment; creating incentives
for employers 1o hire welfare recipients; developing program
performance gvaluation criteria; and simplifying program
reguirements.

President Clinton has indicated that weifare reform will be
prominent on the domestic public policy agenda. There is
nearly universal agreement that the current system has several
fundamental problems and serves to perpetuate the conditions #
was designed to correct. The guestion is no longer whether
something needs t© be done but rather what can be done,

The business community can help to answer this question by
advocating policies that have productive employment as their
end results, The issues confronted in moving welfare recipients
into productive employment are directly velated to issues in
building a world-class workforce capable of competing in the
global economy. ‘

The debate on welfare reform will require that we address many
broad issues including the proper role and responsibility of
federal. state, and local governments, their relationship with the
business community, the reciprocal obligations of those
receiving public assistance, and the most appropriaie way o
empower those in poverty 10 take control of their own lives,

[g NATIONAL ALLIANCE OF BUSINESS - 14




APR-19-1993 22725  FROM ™ QUEGTISS  P.B1

Gave a ¢opy to Kathi Way

DEPARTMENT OF HEALTII AND ITUMAN SERVICES
ASSISTANT SECRETARY FOR PLANNING AND EVALUATION

.._.m-...,,.., NM

fé‘eﬁﬂw TRy

A 5"‘;“
/e Z
/. A
{2 §
1% feni
3\3; 5;
“-‘:‘ i ‘_..-*"’
s ‘5:‘: "
PH’O?&% @2)6993?94 FAX: {202)690-651%
Dates__5 /%
From:_ VY] ! hende] vo.__ e lred
Piviston: : . Division:
City & State: ’ City &:§m§:
Qffice Number: ‘ Qifice Number:
Fax Number: Fax Number: 4‘5 b~ ?’?3 ?

Number of Pages + cover 4,3

REMARKS:




APR-19-1533 22:28  FROM T0 S4SET?II

MEMORANDUM

oo

From: David T, Ellwond
Re: Delay of the UP Participation Requirements

Date: May 3, 1992

pP.az

Enclosed are a set of wlking points regarding the proposed rule change in the Family
Support Act. If you have questions feel free to call me (690-6443) or Wendell (690-
7409).
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Talking Points Regarding ‘I'wg Year Delay
in Implementation of Unemployed Parent Participation Kates

The Family Support Act of 1988 requires states 1o serve specified percentages of
the AFDC caseload under the JOBS program. (Eaxch month states must setve at Joast
11% of the non-exempted caseload in 1993, 15% in 1994, and 20% in 1995, In addition
to this overzll participation requirement, starting in 1994 there is an additional
requirement that a small ¢lass of cases~-parents in two parent families with an
unemployed worker {(AFDC-UP)--be served in even higher percentages. In effect this
creaics sub-targels within the larger @rgels, As part of meeting their overall participation
targets of 15% in 1994, states are aiso expected 1o serve 40% of the AFDC-UP caseload
each month.

¢ The delay in the U'P participation requirements in no way reduces the
expectations of states, it only givey them more flewibility in who they serve.
States strongly indicated that meeting the sub-targets for the AFDC-UP
program would force them to provide less service to the long-term recipients
who cost the system more and who need more service, Currently states direct
the bulk of their JORS resources w© the federally mandated groups which the law
currently requires to be served. These include families who have been receiving
AFDC for at least 3 years and parents under age 24 who have not completed high
school or limited work experience. This focus is supported by research findings
showing that these welfare recipients are at greatest risk for long stays on weifare,
Because of the imposition of rules to serve AFDC-UP participants in such large
numbers, states would be required to divert resources away from long term
recipients 1o UP cases, who do not have such long stays on welfare. Moreover,
the onentation of many stale programs would have (o be changed causing major
programmatic changes even as weifare reform is being developed,

¢ States are already having a difficult time secving the longer-term single parent
cases, and states are in the best positicn to decide which clients are boetter
served. The rise in caseloads brought ¢n by the recession and the requirements
that siate match Federat doliars have put severe burdens on state JOBS programs.
As 2 result, many siates have been having a hard time effectively serving the more
disadvantaged <ingle parent cases. The most recent figures show states have been
able to draw down only §0% of their JOBS funds. This rule change gives states
somewhat more flexibility 1o decide who to serve, but does not reduce the
numbers who must be served,

-
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o The UP program is only a small part of the AFDC cases nationwide (7%). Stil,
in same states with larger UP programs, the high participation requirements
would reguire & major shift in focus and further strain state capacities.

¢ The Administration is deeply committed to the Family Suppurt Act aud fo ity
focus on high participation on the part of states and welfare recipients. Then
Governor (linton worked closely with Senator Moynihas on the design and
development of the Family Support Act. The President regards it as a major
advance in welfare policy. The administzarion remains strongly committed o
eapocling partivipation on the part of recipients, The goal is to make the Act werk
better in light of the experiences of the States with the program to date.

The headline in the New York Times (Delay Saught in Law Meant to Trim Welfare) was
extremely misleading.” The administration did not seek a delay in the Family Support
Act at all. Nor did the administration scck to reduce ovemll participation requirements
on states and recipients. The only change is increased flexibility in who gets served, so
siates can serve longer term clients first if they feel that is mere appropriate.
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May 5, 1953

The Hon. Qonna Sholais

Socratary -

Ngpanment of Heaith and Human Sariosy
Hubert Humnphrey Bulldiing Ropm 815F
£00 ngopendency Avemiea SW
Wasghington 0.42.20201

Dear Sscralary Shalala:

(i behall of the sigle human servive depanmente, { wand 16 thank you to!
recommending that Congrasa delay for twa yoara the 40% panicipalion rate
roquiremant for two-parant families Undar the Job Opportunities and Basie Slilie
Tralning Program. Wea are ploasad that (he House Ways and Means
Subcommities on Human Rageuros spproved the Z-year 08iay. and anticipate
that mambers of the Ivll Ways and Moans Committae will understand tha
impentancs of thig artion 1or thair slates.

This action was racammsndod by APWA's Nationai Councii of State Human
Sqrvice Adminletraicrs ot a mesting in Dacember, and | ncloss a 0opy ofthe
resoiution aguptad at thel time.

Like the Clinton Administratlon, the Amencan Fublic Welfam Association s &
very steong gupporter of the Family Support Act of 1888, the JOBS Pragram, ang
the avarding gual of individual and lamily eslf-sutiiclency. Like you, thrsugh the
wurk of Qovermnor Cuome's task force, and ke Prasidant Clinton in his
leademwhip of the Natiuaal Govormons' Assacintivi, APWA was s loading
agvocate of the weilare reform embodied in the 1688 logisiation.

The 2-year dolay in the AFCC.UP participalion rate raqulremant s & small
changé. but a eAtleal bne 6 atatas committad 10 meeting tho goole of the Family
Suppont Azt Thig is nut & nw poaltion for statos 10 takw, 1 the 409% panicipation
r2ta cuntinuas in foree, aiitos will be orcad 10 maka AUTUCHIR) Chanpes in their
JOBS program o place grester smphasis 0n work plapgments for AFDC-UP
familias. This would undeicut the kind of gaing singlo parent housoholds «- hy ter
the Bulk Gi welfan reciplenta - hove made, an rasorde in stuxdles SUCh ag the
recant ropdrt on California’s BAIN program by the Manpower Demanatration
Rasearch Comporgtion,

Sl Finy St o), sudte 80 Wi Bidtgaeas, 1300 00 de 1 207 (210400 FANY L H 20 IR90H55S
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Afiodation bt resturaes conllnues 1o Lo a ontical issua for states. Dus pAmanly 16
tha projonged rovession, etatos hevy osun AFDT sassiDONs Grow by 32% sinoe
July 18€3. That amounts to neanty $200 millon a month in lighsr wtatd ooms. As
& resuit of the fignpl pressurag, many stiales have boen 9 10 hully funa thair
JOBS programs, Given continuing flssa! mralne and the santinuing strong
commitment 1u the JOBS progrems, states ead maximum fexiblity in
mashaling reasuroes. The 2-vear deigy In UP participation mias witl help sistes
oontinue 1 Strangiven ther JOBS programs 10 mest not just tha etar but the
wpil of the Family Suppon Asl.

We spprociats your lgatershilpy and that of Pravigam Clirton ity 30king this
ghange. The JOBS program io dlearly a pantnomhip batweosn thy facdleral
govemment and siats and local public waltare agencies, and we are gratoful for
your apprediation of the asminietiative issues involved.

Thank you.

Ragards,

A, Siﬁ& Johnogon i

Exbtutive Direolor

cc.  Tha Hon. Dan Rostuankowek
Tho Hon. Hozsi¢ Ford
The Hon. Rasar Mamy)
The Hon, Dantgl Patrick Moynikan
The Hon. 52b Dolo
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WHERRAS, the Family Support ACt of 1986 regquices that atatex
achiave a 40%F participation rate for the AFDC
wnezpieyed RParent vrogros beginning in Ootobor 1993;
and

WHEREAE, this gates incvosaus o 7XR in 1097) and

WEEREKAS, there ls no ompiricsl svidenca that high participation
rates will rasplt in laproved outcomoe foxy APLO-

participants; and .

WREREASL, in urder 40 moat thoume ratas states vill have to
fundamantally shift the psagurces and favus tha
direction of the JOBS program Lor AFOC recipionts to
sarve AYDL-UP parents; and

WHERRAR, there are confiicting snd {ncompatinia reguirezents fox
target group avpanditures, the oversll parxtisipation
rate raquirezent for 3038 and the participation rats
for AVRC-UPR that wiil saxe it impossible for statam to
gontinue te roceive snhanced funding:

THRREPORE BR IT KRAOLNYD that the Mational COuMNOLl of Btats Ruman
Servico Mministrators assk legisietion for a moratorius on
inplanentation of the AFOQ-UF participation rate rsguiremsnte.
The morsteyiup should ramain ia effect untll legielation
ambodying President-slest Clintonrs walfars plan can bw snacted
and lmplemontady and

AR IT FONMRER RESOLVED thAT AFWA proapuly conaunisats the

concerns of stakes relatod to thess igzues O the now
adzinlotyarion and ite transiticn teen.

Adopted by the National Counoll of Btats HumAn Service
Administratoras Decasbor 10, 1983. ’

Bi0 First Steger, PLE, Yulte SUN Washingion, DO, 20002-4267  (202) 6B2-0M0  FAX: (202) 7AD.655%
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Mr. Bruce Reed

Deputy Assistant to the President
for Domestic Policy |

The White House

1600 Pennsylvania Avenue, NW

Washington, D.C. 20500

Dear Bruce:

Rick Lesch passed on vour greetings to me. Congratulations to you on your
appointment 1o serve in the White House,

From my conversations with Jeremy Ben-Ami at the transition office, I understand
that the Administration is interested in following through on the Individual Development
Account Demonstration and microenterprise propesals that the President talked about
during the campaign. That is great news to all of us,

I am writing to'let you know that the experts that Tony Hall and I worked with--
Michael Sherraden, Bob Friedman, and Kathy Keeley--in developing our legisiation will be
in town on February 16, and the five of us would like to meet with you to discuss the various
dimensions of the proposals (legislative strategy, cost, current State initiatives, timing, etc).
I have enclosed summaries of our hills (H.R. 455 and H.R, 456) for your review,

We are all very interested in working with you and others at the White House on
these and other poverty alleviation ideas. Please call mo at the Select Committee on
Hunger at 226-5470 if you would like to get together on the 16th. Of course, if that day is
n6t good, Tony Hall and I could meet with you on ancther day.

Best of huck in your new job. 1 look forward to hearing from you,

Sincerely, A |
Jog Frehara

ara, Ir,
Professional Staff Member

! MARGE ROUNSMA. NPN JERIEY
O MORRKIION, SR RN TN
BEEIARIN &, QUi RERNE, HEW FORN
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January 6, 1993

Tony P. Hall, M.C,

Microenterprise and Asset Development Act

Mr. Speaker. As Chairman of the House Select Committes on Hunger, | am pleased
te introduce the Microenterprise ang Asset Development Act, This legislation removes the
penalties against those on AFDC who want to develop their own small business, or save for
job training, education, or a better place to live, I am pleased to introduce this legislation
with my eolleagues Fred Grandy, Cardiss Collins, and Hunger Committee Ranking Minority
Member Bill Emerson.

It should be noted that this proposal was passed by both the House and Senate last
year as part of HR, 11 (The Revenue Act of 1992), but was vetoed by the President. Iam
pleased to report that President-elect Clinton has voiced his support for this proposal.

This bill is the first of two “asset-development for the poor” proposals [ am
introducing today. The thrust of this legislation is to remove the restrictions on asset-
sccumulation by the poor. The idea behind the other bill--the Individual Development
Account Demonstration Act—-is to subsidize asset accurnulation for the poor, just as the
Federal Gavernment does for the non-poor.

Federal anti-poverty policy, Mr. Speaker, should support asset-building activities, not
penalize them, Becaose of the §1,000 asset limit in AFDC, we are teliing the poor that they
cannot save for their children's education, that they cannot start their own business, or that
they should sell everything they have just to get some temporary assistance. This traps
people on welfare--which Is both morally wrong and economically foolish. :

The bill has two parts, both effective October 1, 1993, The first--Disregerd of
Income and Resources Designated for Education, Training, and Employment--aliows
" recipients of AFDC to save up to $10,000 in qualified asset accounts (IRAs, escrow
accounts, taving bonds, etc.) that can be used only for; (1) education and training; (2) the
improvement of employability (such as through the purchase of an automebile); (3) the
purchase of 3 home; and (4) a change of the family residence. The bill also requires the
Secresary of Health and Human Resources to report to the Congress on the need to revise
the asset limit (presently $1,500) on sutomobiles, and on the extent to which such a revision
would increase the employability of recipients.

The second part-Disregard of Income and Resources Related to Self-Employment-
allows recipients of AFDC 10 sccumulate up 1o $10,000 of the net worth (assets reduced by
liabilizies} of a microenterprise (2 commercial enterprise which has S or fewer employees,
one or more of whom owns the enterprise). The bill also states that the net profits (gross
business receipts minus expenses relating to loan repayments, transportation, inventory,
capital equipment, taxes, insurance, and amounts reinvested in the business) of a
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microenterprise shall be taken into consideration in determining income eligibility. Both
the net worth and net profit provisions are gpplicable for a period of time not to exceed two
years. Finally, the bill stipulates that if at least three percent of the State's adult AFDC
population participate in microenteprise activities, then microenterprise training (business
counseling, marketing advice, help with securing loans, etc.) shall be offersd through the
JOBS Program; if participation Is less than three percent, then the State has the option of
offering such training,

. It is crucial, Mr, Speaker, that we allow the pour to receive assistance whilg they are
building up the assets they need to make it on their own--a small business, job training,
education, and a safe place to live. 1 urge my colleagues to support this important
legisiation,

—ra
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January 6, 1993

Tony P. Hall, M.C.

Individual Development Account Demonstration Act

Mr. Speaker, As Chairman of the House Sclect Committee an Hunger, I am plensed
to introduce the Individual Development Account Demonstration Act. This legislation
authorizes the Treasury Department to implement a fivesyear demonstration project that
would provide incentives to a person with limited resources w sccumulate enough savings
10! (1) buy his or her first home; (2) go to college or receive long-term job training; (3) start
a small business; or (4) set aside funds for retirement, I am pleased to introducs this
legislation with the Hunger Committee Ranking Minority Member, Bill Emerson,

I am also pleased to report that President-elect Clinton supports this proposal.

This bill is the second of two "asset-development for the poor” praposals I am
introducing today. While the thrust of the first bill--the Microenterprise and Asset
Development Act--is 10 remove the restrictions on asset-acenmulation by the poor, the ides
behind the Individua! Development Accoumt Demonstration Act is 1o subsidize asset
accurnulation for the poor, just as the Federal Government does for the non-paor.

Mr. Speaker, America needs 2 new way of thinking about welfare. Traditional pablic
assistance programs in America--which provide critically needed food, cash, health care and
housing sssistance--are humance and justifiable, and these important programs should be
improved and expanded. But while such programs have sustained millions of low-income
persons, too rarely have they made them strong. As & result, most low-income Americans
remain in poverty, which is a drain on the nation, 2 loss of human resources, and an assault
on buman dignity.

Poverty rates remain high and welfare dependency continues, in part, because current
welfare theory hay taken for granted that z certain level of income or consumption is
nacessary for one's economic well-being. However, very few people manage to spend or
sonsume their way out of povery. Economic wellwbeing does not come through spending
or consumption; rather, it is achieved through savings, investment, and accumulation of
assets, for assets can; improve economic stability, connect peopEe with & vigble, hopeful
future, and improve the weifare of offspring. f

The Federal government spends more than $100 billion per year to provide middle-
and uppar»mcome pertons many incentives to accumulate savings and assets {(¢.8, home
mortgage interest deductions and tax deductions for retirernent pension accounts), but such
incentives and benefits are beyond the reach of most low-income persons. Indeed, under
current welfure policies, poor families must deplete most of their assets before qualifying
for public assistance.

'
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Federsl anti-poverty policy should therefore, Mr, Speaker, promote, not pcrmli.;e,
asset accumulation for the poor. I urge my colleagues to support this important legislation.

For the benefit of my colleagues, I have included 2 summary of the major provisions
of the demonstration.

* e @ " » *

SUMMARY OF THE
INDIVIDUAL DEVELOPMENTY ACCOUNT DEMONSTRATION ACT

Purpose. Demonstration projects (conducted by private, non- and for-profit
organizations) will be established to determine: (1) the social, psychological, and economic
effects of providing individuals with limited means an opportunity to accumulate assets and;
(2) the extent to which asset-based welfare policy may be used 1o enable individuals with
low income to achieve economic self-sufficiency, !

Applications.” Grants shall be awarded on & competitive basis. Successful applicants

w;ii have received financial commitments from the State and private entities to carvy out the

prO] ject and will have demonstrated, in the judgment of the Secretary, an ability ta: {1} assist

jeipans in achieving self-sufficiency through the establishment and use of IDAs and; (2)

responsibly administer the project. Applications must be submitted no later than April 1,

1994. Approval will be no later than June 1, 1994, wzth the projects beginning on July 1 of
that year.

1DA Reserve f‘uz::i Each prc;acz participating in the demonstration wounld establish
an IDA Reserve Fund which consists of Federal, State, local, corporate, and private
¢ontributions as well as any funds originating from a non—dczigaated use of an IDA. From
the Resarve Fund, deposit subsidies would be made directly into an IDA

Persons Eligible to Participate. The participating organization shall determine who
may participate in the demonstration, but in all cases the individual selected will be &
member of a household whose income is not more than 200 percent of the Federal poverty
threshold and whose aet worth is not more thas §20,000. Net worth is defined as the sum
of the market value of assets owned by every member of the bouschold minus Labilities
owed by the household. Net worth {for purposes of this demonstration) excludes the first
§35,000 of home equity, equity ina vchiclc, and equity in personal items (furniture, clothing,
md jewelry),-

; Asset Tests in Other Programs. Funds in an IDA account (w}xxch are by definition
rcstnctezi} shall be disregarded in determining eizgzbzlzty for zll means-tested public
gssistance programs.

: General C%vmight. A panel (established by the Secretary) composed of Federal and
State officials, business leaders, and social policy innovators shall monitor the progress and
provide general oversight of all of the demonstration projects. The panel will also develop
general investment guidelines for amaounts in IDAs and IDA Reserve Funds,
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Evaluatlon. Anindependent research organization shall evaluate the demonstration
projects, individually and as a whole. The research firm will be selected by the panel,

Authorlzation of Appropristions. Not more than $100,000,000 for each of the fiscal
years 1994 - 1998 ara guthorized to be appropriated to carry out the project,

Definition of IDA.  An Individual Development Account (IDA) Is an optional,
earnings-bearing, tax-benefitted account in the name of one person. An IDA would be held
in a lcensed, Federally-insured financial institution. Amounts in 2n [DA c2n be withdrawn
without penalty only for the following designated purposes: (1) first-home purchase; (2) post
secondary education: (college\long-term training); (3) business development and; (4)
retirement. An IDA can also be transferred without penslty to nne's spouse or dependent
for the same uses.

Contributions and Tax-Beneflts. There is no limit on the smount of funds that may
be deposited into an IDA, and deposits may come from a variety of sources. The amount
allowable as a tax deduction for amounts paid into an IDA, however, shall not exceed $2,000
per year (indexed for inflation), and shall be permitted for anly the person in whose name
the account has been established, (Married persons filing jointly could each taks the full
deduction, provided each is eligible.) Earnings on deposits to an IDA would also be exempt
from taxation.

Withdrawals and Penalty for Non-Designated Use. Amounts withdrawn for a
designated purpose will not be included in the gross income of the person in whose name
the IDA has been established. Withdrawals from an IDA will be paid directly 1 the
institution providing the designated service (e.g., to the morigage provider for first-home
purchase, 10 the university for post-secondary education), Withdrawals for any non-
designated use (except in the case of death or disability) would: (1) trigger a 10 percemt
penalty; (2) require the inclusion in gross income of all amounts previously deducted or
excluded; and (3) require the forfeiture of all deposit subsidies.

Deposit Subsidies, In order to stimulate savings of about $2,000 per year per person
for any of the designated purposes, deposits into an IDA would be matched in sccordance
with the table below. All matching amounts would be deposited directly into an IDA and
would come from an'IDA Reserve Fund established by the project participating in the

demonstration.
Income** Matchine Ratio Maximum Match
S0% or less 910 1 {300%) $1,800
51% 10 85% 510 1 (500%) £1,650
86% 10 125% 210 1{200%) $1,400
1269 10 160% 1w 2(50%) S 700
161% 10 20%  1to 5 (20%) $ 350

** Income of the individual as a percentage of the Federal poverty threshold,
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March ¢, 1992

The President

The White House

160C¢ Pennsylvania Avenue, N.HW.
Washington, D.C. 20500~0Q02

Dear Mr. President:

¥ou have reguested that citizens submit cost-effective
suggestions to help solve domestic inner c¢ity problems. This
proposal focuses on some wf the military bases being considered
for sale. Granted they can be s50ld to wealthy land developers
who will mnost likely bulldogze and convert them into beautiful
country club complexes but that will be a national tragedy. A
unique window of opportunity exists now to convert selected bases
inte training and rehabilitation centers for the disadvantaged.
This could be developed and financed within a framework of ™adopt
a Base! corporate and individual fundraising and pro bono
valunteey support. It could also be related in part to yvour
National Service Progran.

The basegs would be designated MEAD Training Centers (MTC).
The acronym M.E£.A.D. stands for Motivation, Education, Attitude
and Discipline. M.BE.A.D. is the centerpiece and strength of this
plan. And within the MTC gates, it will permeate every hour and
every foot of space, to give new meaning and hope to inner city
citizens of all ages.

If you find merit in the MTC concept, I offer my services as
a volunteer. Hy education/emplovment background summary is
enclosed. Three pragmatic gqualifications are highlightesg for
your consideration: (1) I was raised in inner city L.A. during
the depression years when there was no welfare; (2} I served in
the Havy for thirty vears which included a tour as Commanding
Officer of the aivcraft carrier, Franklin D. Roosevelt, so I'm
familiay with military bases and the outstandimy training of
personnel based on MEAD principles; (3) I owe my country more
than I can ever repay but I‘d like to at least make a down
payment. ) '

I forwarded this proposal to President Bush but there was no
interegt ox resgponse. I1'nm trying agaln because you seem to have
assigned a higher priority to these donmestic problems.

Respecrfuliy
J«:;ﬁzﬁé? e

Gordon &. Hégééan
GSH: sdw

Enclosuras



Gordon §. Hodgson
P. &, Box 2128
Fallsg Church, VA 22042

Ph. 703/241~3780

EDUCATION AND CAREER HIGHLIGHTS

EDUCATION:
University of California B.aA., Economics
Stanford University ¥.A., EBducation
George Washington University M.A., Internaticonal affairs

Navy Postgraduate School

Naval War College

National War College

TWwo Honorary bBoctorates in Literature and Science

EXPERIENCE:

HAVY: SBEA DUTY:

1,  Jet Attack Squadron and Alr Wing Commands on aircraft
caryiers in Pacific and Atlantic

2. Ceommanding Officer, USS., Pranklin D. Roosevelt, Alrcrafy
Ccarrier

SHORE DUTY:

1. Director, Naval Aviation Personnel, Requiremsnts, and
Training

2. Senior Research Fellow, National Security Affairs, National
War College

CIV AN
BUSINESS: President, Wandell Phillips ©il1 Company

ARCHEOQOLOGY: Executive Director/Trustee, American Foundation for
the Study of Man

- Guiding Men as Well as Migsiles

- Peacetime Peril at Sea

- Role of National Defense in a Strategy for Peace

- Worldwide Energy Problems and Hational Security

- U.8, Baval Institute Annual Egsay Contest, Award Winner,
1985 and 1967

- Freedoms Foundation, Award Winner, 1%67

SPORTS: TENNIS
- Member, U.S. Junior Davis Cup teamn

- Navy Winner, Pacific Flget, Atlantic Fleet, Worldwide Seniors,
gingles and doubles



MEAD TRAINING CENTERS

The President has requested that citizens submit creative
initiatives to help solve domestic inner city problems. This
proposal utilizes military bases earmarked for closure. They
would be renamed MEAD Tralning Centers (MTC).

The WTC will provide academic education, training, job
skills and apprenticeship programs for the unsmployed with
emphaslis on disadvantaged youth without regard to race, creed or
cgolory. The acronym M.ELA.D. stands for Motivation, Education,
attitude, and Discipline. It encompasses Work Ethic, Self
Esteam, and Traditional values. M.E.A.D. is the centerpliece of
this proposal and the vital missing element in most education and
social welfare programs. Unlike many inner city public schools,
MTC education guldelines rejuvenate and augment the three Ris
with Rigid Rules and Respect. The essence of Mead Training
Centers is derived from successful nmilitary training programs,
especially the Marine Corps "boot camp™.

Selected bases can also provide facilities for Day Care and
Head Start, as well as provide rehabilitation and zaid for
juvenile offenders, the homeless and the elderly--in sum, all age
groups living in poverty situations. Entrance to this program
should be on a voluntary basis for all those who want the
opportunity to suceeed in the main stream of our socjety. It
focuses on self lmprovement and empowerment projects, k

Many of these programns have been implemented on a pilecemeal
basis but the nesd exists for a master plan. Thus far it has
been analogous to iron filings spread on a table. If the filings
are fused together we have a magnet with enormous power.

Present plans call for c¢losing a large number of federally
owned military bases. They will then ?robabl§ be sold to wealthy
developers who will convert many ¢f them into housing and golf
course complexes a la post World War IX. They will proceed to
bulldoze the outstanding training facilities, bage housing and
barracks, administrative office bulldings, medical/dental
departments, and extensive security systems. What a monumental
waste of invaluakle assets owned by we the people, the taxpavers.



Instead, selective bases should he dedicated to implementing
academic education and blue c¢ollar apprentice tralning programs;
and halping other disadvantaged groups escape from inner city
poverty, crime, drugs, and general hopelesaness. For example,
the bases have the facilities to house and feed and rehabilitate
the thousands of homaless, one third of whom are children. Isn't
that more cost effective than county welfare agencies renting
notel rooms in the ghettc areas for $2,000 & month? “he same
cost-effectiveness applies to Head Start, Day Care Centers, the
unskilled and unemployed, and juvenile school dropouts and
delingquents,. The cost-benefits of converting bases should be
compared to planned expensive expansions of juvenile detention
centers where the inmates sit around playing cards and rap about
refining their crime technigues.

Most of these teenagers, boys and giris and unwed mothers,
are not going to make it in the inner city environment no matter
how much money the government invests in thelr welfare, training
and summar dobs programs. Look at the record for the past thirty
vears., Hundreds of billions have been spent to improve the
underalass but the bottom lines have been mostly negative--nmore
unskilled, unemployed dropouts and homeless; more crime, drugs,
poverty and hopelessness. It’s like planting good grass and
flower ssedsg in a bad 8011 environment. The results are mostly
weeds., Buit, if you prepare the soll properly, the results can be
analogous to the Miracle Gro advertisements.

This is not just theory talk like you often hear at seminars
and conferences. For example, & high percentage of our military
enlisted personnel were raised in inner city areas and many were
high school dropouts with no skillsg and facing a bleak and
troubled future., But after several months of a rigorous boot
camp and a hard nosed 24 hours a day military digcipline and
training environment, their attivtude and motivation changes
dramatically. They are then ready and able te learn a military
specialty and go on to serve their country with pride and
distinction, All the experts agree that today we have the
finest, most professional and dedicated military men and women 1in
pur history.



We now have a unique opportunity to change the base training
missions from fighting wars overseas to solving underclass
domestic problems at home. Instead of training gourses o turn
out Gunner’s Mates, we can establish prep schoouls and "hands on®
apprenticeship courses, inter alia, in carpentry, electronics,
plumbing, landscaping, and infrastructure skills.

This plan calls for minimum goverrnment cost. Most of the
military basss planned for closure are still operational. It can
e a turn key operation. There are modern training, housing,
medical, athletic and security facilities in place now. Trainees
can provide base maintenance and other services as part of their
apprenticeship programg. Instructors and supervisors can be
recruited on a voluntary basis from retired wmilitary and civilian
ranks plus part time pro bono medical, legal, accounting, mentor
and motivational categories. We should also screen and retain
existing base military and civilian surplus personnel whose
strong suit is MEAD and reots are inner city. The main scurce of
dellar and in kind contributions can be solicited from regional
area large corporations who would have a major staks in hiring
highly skilled, educated and motivated M.E.A.D. graduates. They
are in short supply teday and the curve is sloping downward.

Some of the MITC’s could be classified as Prep Schoels for
spaecialized skills, For example, the Naval Aly Station, Moffett
Field, is located in the heart of Silicon Valley. This base
could be fadopted® and financed by local computer and biotech
companies such as Apple, Microsoft, and Hewlstt-Packard. They
would furnish instructors and the curriculum teo include a palance
of academic and "hands on" apprentice axperience in computer
science and biotechnology. They would also be a natural source
to provide jobs to successful MEAD graduates.

A special dividend of the MPC ls related to national
defense. The Cold War is over but that does not mean we
shouldn‘t keep our guard up and ocur powder dry. With the
immadiate availabllity of HMEAD personnel, especially the retired
military veolunteers, the MTC’s could be converted back rapidly to
meet crisis and war moblilization requirements.



another dividend ¢ould be the emergency availability of
especially trained MTC personnel for man made or natural
catastrophes such as the L.A. riotg and Hurricane Andrew.

The criteris for base selection should depend on factors
such as MTC adaptability, community support and, of primary
importance, c¢ost-effectiveness and financing. Ninety per cent of
the funding should come from coréarate; foundation and individual
dollar and pro kono contributions. Within the framevork of
"Aadopt a Base® programs, this assumes a personal interest and
invglvement from all concerned. For example, take the March air
Force SAC Base near Los Angsles. Tt night include Atlantic
Richfield and other Fortune 300 corporations in southern
California; military, defense, and teacher retirees living near
the base, the professional sports teams in the area; and
successful individual athletes, doctors, lawvers, and merchant
chiefs who were ralsed in L.A.7s inner c¢ity. They often make the
best role models and mentors and many are millionaires who would
want to contribute time and money to help the disadvantaged.

Getting this project started would not have to ba complex
and time consuming if implemented by the private veolunteer
sector. You could hegin by recruiting the services o¢f three
recently retired superstars in Business, Education, and the
Military., They can take it from there to kbring in their own team
of wolunteer assisztants and establish an MTC network and action
plan. At the other end of the spectrum, with z green light from
Secretary of Defense, Les Aspén, closure, bases should start now
to develop their own grass roots "Adopt A Bage" fundraising MTC
plan and cost analysis. The working committees should include
local and regional government and private sector representatives,
e.g., ARCO for March AFB, and Johnson & Johnson for McGuire AFS
in New Jersey.

The Fortune 500 Club is well aware that it is in theiy selfw
interest to support domestic projects of this nature, especially
when they are involved in academic education and apprentice
training under the MEAD umbrella,
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