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DRAFT: 
>IOT E'OR P:J.BLICA7:::0N OR (TO'IA'IION 
,:!THO:;! \-'RITT!:i< PER>IISS:CN'. 

GETTING FROM WELFARE TO WELL. AND FAIR 

by !'-{ark Jay Lefcowitz 

Tbl? ongoing ii'.:r:d seemi:r:gly p..!'!d1'T''Ss cl~bate ov~r 

h~lfare policy has been rekindled by the Clir:~on 

Administration's nreformn proposal. Once again the 

l\mcricnn public is being subjected to the smnc old 

debate. 

focus on the human suffering and th€: social costs caused 

by poverty. On the other Dide are the rnorali~t::; (the 

c: wel:are p::cgralt'.s tl:a':: never see:n to work very Well, 

their own condition. 

sides stubbornly refuse to acknowledge the reasonable-

goes on and on with no change - ultima.tely - in the 

fundat;\eiltal welfar~ l;:>clicy that is produc~d j;:>y this 

debate. 

The Welfare Dilemma 



L~t us finally grapple with the social and moral 

dilemman implied by the3e two oeemingly incompatible 

points of vierw and fCJ1- onc€:' tack::'~ their policy in:

p:icatio~o unowervingly. 

ru,;:: ::>~a!'LH;;'l:If leal u::; acimll l!l.{;\l ill Vl~r cvmphD'~ 

modern society there are both financial winners and 

:my Y"wnh""Y' ()t "'f':Jl."wn:<: Rrp. ."'0 ("ll :'iAr:trAr:cri fH'')O RT'O .">0 

dysfur.ctional '::hat t:hey can f t even COli'.pete ~ the poo~. 

Moreover l let: lJ;::; nf:knowlp.dq~ th?l:t. triA poor do not; R IWRyS 

caUSe their own disenfranchisement, ~or do thgy always 

pli:rp€>tuat.:- th~il- own dysf;.mction~; and ~ven if in <?itheor 

case they did exclusively contribute and perpetuate 

thei:: 0",,1':. needy circc:rtstan;:;es, ocr sense of j1.:.,Sti;:;e 

dcmo.ncts that we offer nssistc.ncc to those less fortun.:ltc 

than ourselves. 

On the other hand, let liC a100 agree that in ou~ 

have caue;ed thLough the law of unintentional 

';;UH!$.,,;qu,;W;":"':;': - qreal h,cU:m lu bOUi ;:;,;,,)(,,:.;,);lv awl lll", pOOL 

themselves. The theory which presumes that any p~oblern 

(;<:ia be .'::;>Qlv;;u .i.[ your.:· IlllBilL.i.QBi;: at".,,; PUt',," blllUUqh anu .i.f 

yO'l ",rrow p..no;lg') T;C)'"1f':Y A:t i", hAf> IO"'1r;-sinr.p. pr-ovP.CJ ;,(") hI'< 

false. so, too, has the postulate \-"hich presUTrces that 

."Io<:i rt I ills nr~ i n~t. i tut ) ('lti rt I, 

capabilities of mere individuals to alleviate th~m fOL 

:b!!!:nsBlv~sF throug:" ~hE':"~ OlN'n f:!'ffo:~t.s ;:;nd by tneir 01A~ 

ir:.itiativ$. We know t::tat the maternalis;:ic 3y.:'or:l1.'lhich 

presu:il<?s the socially and economically disadvantaged to 
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be individually and collectively powerless to change 

their own circum~tance~ i~ often fal~e. 

Let us ag1"e8, as well, that the
l 

tangled web of 

federal, ~tate and local legiGlation and regulationG 

cumbersome, wasteful, often inconsistent, and sadly
I 

.impuLl:;;llL. WI:;; <.:all'L !:il:;;l:;;m Lu l"l:;;ally h!:::llp Lh!:::l p!:::lupl!:::l whu 

rA."Illy nAAo hAir. NAit.hAr .. <'In WA !'>AAm to prAvAnt thO.9A 

who desire to fraudulently enter the welfare system from 

It is true: there is a great deal of welfare fraud. 
, 

And it is also true that those individuals who do commit 

fraud are almost never prosecuted because the le'gal 

costs associated witb the prosecution of welfare 

che~ters ~re often more expensive in re~l doll~rs ~nd 

staff time than the cost of the fraud itself. 
, 

It i~ an open oecret that moot welfare recipientG 

lie to one extent or another about their exact Ci1"

cumGtanceG. Neither ohould it be very ourprioing that 

our welfare statistics might indicate. Also this 

<'Ina mlJririlAri wAlt<'lrA rAl}lJI<'Ition!'>, <'Inri oVArly intArtAring 

yet at the same time remote judicial system has foolish-

Iy Anr:01Jr<'lI}Ao t.hA immigr<'lt,ion ot povArt,y <'Ina (1)t,-<'InO-()1Jt, 

fraud from outside 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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invit.~ fraud, Ne bav.:; built, piece-n:eal, a Catch~22 

:::yotern which encourage::. lying becau::;e tel2..i::iq the truth 

almost always makes an individual ineligibl€:i :01' its 

benefitn. Once the lie i~ told, a great deal of effort 

1::;; W::IC::Id'old L0 r.>r'l;;lv~!lL Lh<cl ll~ [r·UJll l.H,.. lw:.l d(:)Lec.:ll:H.l. 

instead of putting the bulk of their efforts loto chang

appeari:1g dys functional enough to st'ay eligible for 

to stay eligiblB for welfare .. ,more often both. 

v::hen placed in a surviv-3.1 sit1..\at~f)n, most p€'t."!pl~ 

most of the time will survive any wsy they can~ with 

whatever resources are handy to them, Little is thought 

is givcn to the irnptlct or the consequencos of thei r 

actions, beyond fulfilling their immediat'!l need fOJ: 

food, ahelter, clothing, and ~afeLY. It in not 

:ceasonab2.e nor rat:io!ial fo).: us to €;'xp€tct tbat any 

i::idividual ohould or Vlould meekly do without thece bare 

t:<~!H'UlLla.l!:\ o[ hUH:aH exl~LBIH..:e. 

Last, let us admit that what society gives the poor 

li:1 w;.,ll;:l[ullv l11auBqu<iLi:.l and HlQ!fLly iaaIJpro;.lriale. 

opposad 1".:0 a hand OUt :-.tave pre:::.:y much failed across "the 

oo,'I'"'d -- wi t;h .5orr:e notah I e ex<:~pr.lon~, 

t:-.tere any rigorous standa:ds to really determine ~Jhethe[" 

any particlIlar program has ".'SltCCf?l?dl?d" , ::;:n "Cho.se 

progr:ams that do succeed in moving families out of, 
poverty and into mainstream eco;J.orCcic life, the mitigat
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ing variable S$i;l'.)S to be tho: leadership of a single 

individual at the local level, riot the program it!Jelf, 

All tvv of:€:n :he pl'ovid€tl's of wBlfa~e ar~d hL:clle:.l) 

:>e::,vic€c are the rea: recipient::: of 0',.1:' welfare ::;Y::i'::e1r., 

Let us sQree, too, that the primary ::eaSO!1 that: our 

it;;;: r~cipientfl: b:j invest very much or t:h~m-;;;:A!V€,:~ into 

it. We give services and benefits; we almost never 

Ir,ent in retl.:rr.. 

Last f lo?t liS .agl·,,*~ that r;)oci~ty' s financial abi.lity 

to ::-telp the poor is ex::::-emel::r' limi'::ed. Under p:teser.~ 

political a!.ld economic ci::,::cul'r'stances, benefits a::.::e IDQl-e 

likely to be cut nt the very time when they orc needed 

most. The rea.lity is: helping someone dut of poverty is 

often a long and alway~ expen~ive undertaking. Unle~~ 
, 

som6!tbing chang€:ts th€i Situation, thel.-e is n~itht;!l- thE! 

pol:t:cal w~l: ~or ~he fina~cial Large33 to acco~~odate 

account these opposing seemingly contradictory 

source of funding for welfare programs never considered 

before, presur.<ed to be totally impossible: the poor, 

themselves, 

0'.1::: r.o::ion of welfare is a:l c,utlv::de-:i vs,stige of an 
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era long-s,:':.1ce past. It lacks dignity, it lacks 

flexibility, it lackc accountability, and C;to::;t of all it 

doesn't work. Ww1fa:.:e !1€:!€td not b* the me age::: gift of 

crumb:::; from cociety-at-large'~ table in the grand 

L I:aui. L .LUll of novll,l!3!:>'G! olJLiql,l, ThaL' LL'i:idlLlu/l, Lilt;;! 

belief in the obligation of the privlteged, comes from 

society is one in which all have eq:.tal' oppo!:"t:l::1itY a:'id 

We strive for a society in which all have equal human 

both :0 societ::1 and to therr,selves. ::t is only because cf 

this ideal ::hat oLlr soci!::'y strives ::.oward the emp:::wcr

ment of the powerloss . Qr,ly witt such CBpOh'Crrncnt CiA::1 

we as a society truly d~~land accountability Ci:'id 

re::;pon:::;ibilicy from each of it!) membero. Our preoent 

w""lfal.-';; ;sv:st~m dOElS not reflect these ideals/ and thG:l'~-
" , 

fore doeo not pran-,ate the:::;e newT valued ::Iocial goalo. 

exceedingly gratifying to the provider nor is it ex
, 

Tn the plR<:e or noblp.ssp. obligl': W~ :-;hould 1'>1l0

stitute a social model mora in harmony with the goals 

tor wh1(".n we nt I ~trive: the qood neighbor. 
, 

We are social a~imals. Because ~f this 311 too 

human trait. it i$ right and proper for each of ~s to 

expect assistance from our neighbor~ duri~g times of 

great need, But it is also right and proper fo~ thOSB 
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neighbors to expect repayment from us of ~hat very same

a::;::;intance once the e:nergency io pa~t. :It ic; no more un

,re.a$cnabl€< fot: society at-large to df::nand n;j.)aYll~ent of 

it;") a;J;:;et;J from. t;1.00e it ha:: aided during their ti:ne of 

lHJI:HL 

1n oar society of bedrocm conmunities and anonymous 

ot)..i.qbba.cs, Lt.!::> i;;; ~ Lr.adl.L~cn w0L.l~ L.::v:~~q Lo save. 

nllt. how l":;m idA ,Anr:h I'!nr:~ A gOA I? 'i'~A WA) rtll'''' 

system we have created is over-weighted with the heavy 

And l:f"dif:!ldy hn<J<}R<]P. ot (')\1'" oVArly j~t~g~('J\L"l ~()C;B'I"'.y. 

We have built a just:'ce system which a~knowledges that 

we all may appeal to ~ higher authority wh$n government 

has treated us unfairly. Through numerous class action 

suits by various welfare groups and litigation by 

scores of welf~ro recipicnr:s J. body of administrative 

law and court decisions now exist which allows the 

individual welfa:o:-e rec:pient::.; to avoid being dropped 

from the welfar~ 1'0::5 almost at will. 

The an:::;wer io a two tier oy::;tem of welfare: a lligh 

liHlU - If yuu ;.jill, £111 ... L 11I1qsw!I - pL'uqnun aud a luw .. ltd 

- peanut butter and Jelly sandwich - p~ogran. 

WOll!n hp. vnlllnt.Ary. Tr, W(')\I!O nttf':: C",nmpri'!h;:;n~ivp. 

services: individual and group therapy, social services, 

rh:''H'~'',q "-:()VP'r"fliJa/ h()m'l~ng i=':"l~~st?ln::'":p., jnbcDl;r"H',lin<; ;:;;nrl 

training, educational 3ssistar.ce, etc; avery:t.ir.g that 

anyona co\lld po,ssiblE> n"""",d to assist th~l1I in moving from 

poverty to mainstream economic l.ife. The precise 

ptoportion of the pay-back to be determinec by ::l:-a 
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recipieno:. 1 S citizenship sta'Ct:.5, state and local 

municipality reoidency otatuc, and the preGe~ce of a 

verifiable work history and histvry of taxpaying. 

At the lower level, the low end program which would 

t:le p::;etence of givir.g of assis::'!1g people out of 

:JUV81'ly. Tho;:; luI'.' i;;!:wi proqnl.n: d !;ll;:\C:llqhl [ocwa.ni qranL 

tor n i~mit~d period ot time. '7'h~ high~r ~rd sys .... f'tm: R 

loan by society which would be repaid by the recipient 

nn::e tll I I -fltmp! nymemt. hAd M~n nht.R i np.o rtnd i mmllnf>:: to Rny 

and all bankruptcy proceedings. Each would providG 

food, sh':l:lt>?-r a!ld safety - perhaps not fancy, but food, 

shelter and safety nonetheless - for each recipient. 

It is important to note he~e that in neither case 

would either of the programs in this two tiered system 

be a " " Both programs would utilize heavy 

i~take ocreening procedureo to insure the accuracy of 

a..';.l info.t.1hation giver~ by tt..; c:li8rlt on their citiz~n:ship 

::tat:1C, ::;::o.'.:e and local residency .:>tatuD, educational 

aad ~!!!ploya!~HL hl~L().;:'y, pas~ [1J:a;ic':'al ,~!a:lC:ltj\:H:!<d:IL 111:;:;

tory, etc. both systems wo;;.ld requ::e ma:1dato:y com

HlunlLy ;:;i::,Cvlci;;!: aHd/ur.' p.nl-li.me 1:.H!lplOYil!l:tllL ;:to; a (';ol1t11

tinn of Rligibi lity, ~xcept 1n lite/hAAfh rhrearAning 

situations. Alld each would be highly stl.:'uctured and 

rfH11lire nt.hAr trAri-it:inn<'l1 ~!i<Jihi lir,'j rRql)ir~mf':f\t:q 

COmr.lO!1 to current welfare progr:arns. This would be 

p:artic.ul.aJ:ly true with tne high end program, which 'Ht.H.:ld 

offer considerably greater benefits programs and oppor

tunltiltis to the recipient than its less-comprehensive 
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cQr:t;?anio:1, 

::1 both pi:'ogramo, welfare recipient::: CoUld be 

disconti:;.ued from their ben6!fits in the ~vent that th8Y 

failed to cooperate with agency perGonnel or failed to 

cumplv wllh aW:lUGy L~qul.aLi.UIlS. tIl lh()~1d lut;Law..:e::; 

where the we.:.fare of chl:dren were to be jeopardized due 

lu d lUi:;:lj uf [uud l i:;:h.~l'--t:l.:' u,:: 1$i;t[",:..y U(;:H':i3,lJ,,':;B a par'81ll t!:i, 

I'lpf'!(:itif'!d n:'!!~t"V""fi or IB{j11 :J1:;:,/oii=l'1'."l t.M~ lijr;:: tn 

cooperate or failure to co~ply, child protective 

5A;V)(';e~ wOllld be br01HJht: into t;"oR r.R.""c.; "Xj 1nf'lllrp. th~ 

safety of the children until such time as coope::-at:'on or 

complianc€' was re-e5tablisned. 

The object of this proposed two-tiered sys:c~ is 

1.0:: be pt:r.i:=ivo? IYlstead,. its purpose is to insist on 

func'tional, rational ::;elf-intere::;t and ::;elf-help be

haviol." by :.he recipient:' 5 0: welfare. 

l-1andacory conmunity oervice and/or part-time 

~1UF>l()yJll~Ul.- wuuld OH d (,,;.oadlUull uf \:lllqlblllLy, noL 

because such activity would ir.v8:-:'ably lead to full-time 

I;;lllf,)lo ylll(:;ln L bu L b",ua~:;", ::; ~i,.;:l c::': _1 v i.L v 1:::> 400U [0::' Lhe 

wAltArl=l 'rf'H":ipiAnt. At. A b'f'(]!i(j rnn:)? co. .sp.:t-~n;;!lJ? Rna 

social skillS levels. A high deg~ee of s:rcc:cre wot:ld 

h~ i'r11p<'1~i!!ti llpon r~(;ipi?nt.f!, not. rtf! A plJrdt;'iv.;;: TrR"nR ot 

social control but rather as means of requiring ~ach 

reC'-ipi~nt to activ€ly invest in themselves and th.:;:ir 

falr.iliGis >:hroug!i functional and self-~nterest Dehavior. 

And last l"-?-paY'r.leat of soci>;>ty' s resources idependin.g on 
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which program was opted for) would be insisted upon, not 

to di!Jcourage participation in welfare program!J but 

rather to underscore and formalize the responsibilities 

of the 30cial contract which the welfare recipient i3 

I:wLI::H"illt.j luLu wiLli his [I:::lluw c..:iL.i."L:"ll~ CI.!l(..i Il.. .i.qh:Dur"s. 

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

illY tn"uLhl::lr"ts k"l:::pl:::r"?" Thr"uuqhuuL h~~Lur"y, UtI::: all~Wl:::r" 

t"o t".h<'lt". h<'l!"ii c: h1JmAn ({1lest". i on h<'lR <'Ilw<'ly!"i heen <'I resc)1Jnd

ing: Yes. But it is also clear that our brothers and 

Ri Rr"p.rR mllst <'I l!"io he t".hei r O"\r;'Tl kep.pf'!r!9, R!9 we I I. i"or it 

they have no care for themselves, then any care they may 

rec.eive from the hands of othel~s will be wasted and 

meaningless. 

We must insist on a welfare system in which its 

recipients get well, Qnd a system which is both fair to 

the society at-large who is giving the assistance and 

fair to the recipient who i8 receiving it. In the final 

analysis, we must love our neighbors as we would 

our8elve8, and be tough enough to in8i8t that they love 

# # # 

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 Public Welfare, and sub
sequently the Fairfax County Department of HUman 
Development, Fairfax, Virginia, where he is currently 
employed. 

Mr. Lefcowitz has testified of the affect of immigration 
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, 1993 

The Honorable Gerald Whitburn 

Secretary of Health and Human Services 

One W. Wilson street 

P.O. BOl( 7850 

Madison, WI 53707-6850 


Dear Secretary Whitburn: 

• 

All of us who have been following the efforts Governor 
Thompson and you have made to change welfare policies were 
exhilarated by the neWs that Wisconsin has decided to flsunset" its 
current system and put a new one in its place by 1999. This is 
precisely the sort of bold step that must be taken if we are really 
to do something about the problems created 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 find 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 years, Hudson has specialized 
in "thinking about the unthinkable,·' in producing unconventional f 
yet practical solutions to the largest and most difficult problems 
policy-makers face. Recently, we have developed a major focus on 
education, workforce, and other human resources issues and brought 
onto our staff a talented group of researchers with considerable 
academic and professional experience in these subjects. We not 
only would regard working wit.h you and your associates as an 
exciting opportunity, but also believe we know how to accomplish 
the daunting task ahead of you. 

As I understand the legislation just enacted, you are char.ged 
with putting together a blue-ribbon working group to produce a new 
welfare plan by 1995. Hudson Institute could assist you by serving 
as the staff of -- or principal consultant to -- this committee.' 

-In that role, we would help to produce consensus on the key 
objectives 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 also help to analyze the costs 

• 
and impacts upon current welfare recipients of various 
alternatives . 

!h:lm:m Kahil (.:n1<:1 

I'J ), II" \ ~I).'I 1'1. Imli<l'lall"Ii,>. hHli,lI!;! .lfl:!:!r, 
\I i· :;·l:'i_ll)(lO· FAX .\1 7.,.1~.%,N 

• 



The Honorable whitburn Page Two 

Three years ago l we undertook a similar exercise for a blue •
ribbon committee of Indiana business leaders, who wanted to develop 
a completely new education policy for our state. The result was 
the COMMIT plan, which has been widely praised as one of the most 
comprehensive and detailed outlines for state-level school 
restructuring ever put forth. It has influenced proposals in 
several states, including Michigan, and given Hudson the 
institutional experience needed to help produce a new welfare 
system for wisconsin. 

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

Anna Kondratas, fortner Assistant Secretary of Housing and 

Urban Development, and a specialist on food stamps, 

homelessness, and community development; 


John Weicher; former Assistant secretary of Housing and 

Urban Development, and an expert on housing policy and 

povertYi 


Deborah Daniels, former U. S. attorney for Indiana, who 

directed the IfWeed and seed" program at the Department of 

Justice and is also an authority on child support 
 •
enforcement; 

David Weinschrott, a health economist, who has studied 

Medicaid and other medical programs for the low-income 

populationj 


Sally Kilgore, former director of the U. S. Oepartment of 

Education's Office of Research and a specialist on 

education for the disadvantaged; 


Arnold Packer l former Assistant secretary of Labor and an 

expert on employment and job-training programs. 


I would also expect that the staff of Hudson's new Competitiveness 
Center. which is chaired by former Vice President Dan Quayle, would 
playa 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. 
Moreover, we also think that, if skillfully done, support for these 
goals -- and the measures to achieve them -- can be created across • 
the political spectrum. 



: 
,r,'nH.!. Ilonoe",ble Wh i tbl1l::n 
'.:,/ 
'/.: 
.. I"· 

.; I gather that the lwgi.c;lation which C<1J.lcd upon you to 
establish the blue-ribbon wod~iny group appropriated no funds ·Cor 

\'it. If Hudson wore- to SCU'VC •.15 j b:; [':{;/11.1 or fi;) 8 C;)lWU I taIli:" we 
";\WOIl 1d UndGl,-tnke to ra i se the lwccssary money from [ouna,'ttlons and 
":.'coz:porations. In view of the. nntional interest jn improving our 
:),wc\fare progrnr:'ls and the unique 'situation in wh~consinl I f(:cl 
·"~'-cca:"onably confident of bc i ng ;"bIe to do so. 

"', I realize it ia :;;omcwhnt prcGumptuouG to make a p("opcC'.nl like 
:~:\this to you. However, the cxtr<:l.Ordinary opportunity Governor 
·':.'~'honpson and you htl.v-c to deal with our nation's most intrnctahlc 
,;;-,tomcutic problem and our desire to be -- and confidc:1cc that we can 
")je. '-- of assistance to you impel me, to do so. I hope you are 
/intercstcd in what I have suggested and I will be gl.:\d to come to 

,t.MadiGon to talk further with you about it. 
~~~J '. 
','-.
.',<':
, : ' 

Zht:~LeSlie~~WSk~~ 
President ; / 

,,,.. 
~':)'Enclosures,.
-'v 
'(,.," . 

'-.' 
"(" 
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Welfare Policy: 
Is There Common Ground? 
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By Ann" Kondratas 

W"!I</rlJ poUGl} hcts Ix'Cfl one qr Ihe rnos! hoii~J ddXifr:ri issues since President 
Johllson ciec/c;rcQ "war~OH[XJueri.y in themfd· 19605. Early III theliclJafcthellrws wem 
drawn <Illite clcurlu. Ubemls t-'fnphn':'ized til£.' lll?t.'dfor thej(.:ylerH/gol!emmm/ 10 help 
(essJiJrf!1J !ille HlClnhers Qfsociety. Omscroalives eml'fwsi:tA:d the Illgll co..<;:is qfwel(arc 
hothJor to..'qmucr;:; find n:cipicnls. 

'f1lC war OH povertyJailt}d. Injacf. it coincided with« IlaSl inCfCw;e in ntllnb(:~rs qf 
poor [){.'!)ple across tile cmmill/. By lilt: 19805, In response 10 mowlting evide.m:e lliat 
JeriemJ luc!fare {If[J!'lrarns Itu-rl./aiiL-'( 11;0111 Lmpo.l)L'rs and rcc/pic, ItS. II Ie lwa sirles qfl]le 
debate began UJjinci (l nwnocrOjpoilltS 011 whlclt they Itad commorlgroltnd.13olil sirles 
«greed Owl IOU mWly people we/eOll welfare; {/Wf lite goal q{we!f(lrl:: shmdd he (0 help 
mCipicnls bl...'Corm: l11flcpenricl1/ q{l/!c strife: t/lnf development qlfJorxi cilanu:rer among 
recipients /$ crt/ciol: anrilflal welfare recipicrll.s s/!O/lld be requin:.-'(t /(J u..:orki(possilJle. 

llenc(1 ({ blpW11sWl dripc:Jor we{fure rejonn cnnte intn Qt!ing, III the 1980s pmious 
slates bl/[Jalt impkmenfiflg work pmgrwlts, nml theJ<:demi f}!)!)1:rflmCnl qll!rmed tile 
jrE/1C; in jlle F'amity Support Act a)' 1988, which made welfHre r('Ccipt contingent an 
paritc.tpalion in empioyment arid lwfning programs. Ut!(ortunatc1u, satJing that rccipi· 
enl.'> should work prolX?d fHw:ht'xtsierti!(1tl makfllfl it hnppcll, becrtllSe the !XIS! maj0ti1!) 
(ifweUnJ'C redpients ore slligle womefl with cilildren. TIICs!: n::j(mns tvere immediately 
Joilou.'(.'{I btJ a hllf/!1 iHcrcosc in we!fitrc (''!L»eloo.ds. whidl rose by Inore Ihcm 25 'Jero:.~ Ii 
fll the lale eighties and early ninefies. 

As 11 became c/<.'flf /I1(lt wade Iwq}fWHS alone would nOI decrea5(~ welfare 
uepemlenCtj. staws begw! to pass ~fojffn.<; intended to solve behauiorol prohlems such 
as /uwmg cllifdnm OUI q[tL'edlock. nC[J!ccti:tf) 10 oblWllprenafn/ core, andJa/ling 10 
(;.'JlSHrC 111m one's cllikln:rl nHelld school. I\>[O/,C I/WI1 h(~!r {/u: stedes IuniC proposed or 
ell{lctc<i programs designed to cfWII!JC nreslulcs Clnd l!fi! expectations OJ'lftosc Oil 
wc:lj(r(e, 'f1wse plO[wvns (In: likely /0 Ix: mom slIccestiJltlthan work programs alorlc. 
fJtJ( nol f/tuch more so, Policurnakers (lrc becoming tl1(T(xlsingtu «(r!Cin; ojtile rlc(.;>fi' to 
i/~:(lilhe social WId cr.onomic.plc/or,,> Ihm hdp Cf(.'fIle Ice.ljhre fU:pCmU:flC!). 

/<;mpowcTTttcnt and usseJ·1Jnserl welfare reJOnTl comprise the ieliest C1.pl)((}{.dL Both 
Right (Out Lq}tQ(I"!& tlmt file 9()L'CnW1Gfll shollitI tl.se wef/rUt: lOemp:ntier ptJO[lie 10 take 
(.'oll(mJ oj iJu.:ir lives. Gr(tss-mo/s nc{iuL"Hl is WI fmpm!Wll d.:menf q{Ute c,llilfl. lfilw 
Clin10n {ujmiffi$lmfioTt remqins {Y)Inmitlt:d 10 such w1 approach. Ow HHtiOll will enj{l!J 
WI wlpreo.:demed OjJJ1OHWlity to hlillY Of! ~lhtJ. end q{we!!are H,'S we know U." 
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THB THREE KEYS TO SUCCBSSFUL WBLFARE RBFORH 


Since 1961, the Unite.d states has had eight presidents. Their 

priorities and views have differed widely, but on one issue l 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 I the number 

of families now receiving Aid to Families with Dependent Children 

(AFDC) exceeds 5 million, an all-time high. 

Next year, President Clinton will take his tUrn. So 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 recipients? 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 social 

services I education J and traininq to get welfare recipients into 

the la.bor force. Unfortunately t while some efforts have cla.imed to 

be successful, the evidence that this strategy will make much of a 

dent in the welfare rolls is not persuasive. 

This is partly because such services are extremely costly and 

time-consuming, and depend upon 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 qualify for jobs that pay much more than their combined 

welfare t housing, food and other benefits. 

In the last few years, another approach has begun to gain 

favor among both liberals and conservatives. It emphasi2es placing 

welfare recipients directly in jobs, leaving social services, 

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, sU9gests that this strategy is more successful than one 

relyinq more heavily on social services. Likewise l 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 two years on AFDe 

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 lahor force at any level, 

the direct route may be the best. 

Second, welfare is a family af.tair. When AFDC was established 

in 1935, the typical recipients were expected to be coal-miners' 
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widows, who had not yet qualified for social security survivors' 

banef!ts. Now, the welfare rolls consist overwhelmingly of women 

(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 eligibility depends chiefly on the 

absence of a husband from the home, many experts believe the 

program actually contributes to the break-up of families. 

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 

occurred to unwed mothers in 1980; in 1991, this figure was 28.3 

percent. (The comparable numbers for Marion county are 26 percent 

and 39.3 percent. For 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 kinds of social services 

seemingly having little impact in lowering the number of sinqle

parent households, policy-makers have increasingly turned toward 

attempts to promote greater parental responsibility for children. 

The most notable of these (especially in Indianapolis j where then

county prosecutor Goldsmith was at its forefront) has been a much 

strengthened effort to collect child support payments from absent 

fathers. In addition, as evidenced by the growing number of 

youngsters in foster oare, the courts have beoome inoreasinqly 

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 two people 

should not start a family until ready to dQ 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) t we need to look for ways to favor marriage, such as by 

giving married couples larger children's tax deductions or 

tightening divorce laws. And our leaders especially in 

government~ the medial and religious bodies -- Should 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 a 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 qreater. 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 tl to 

far-reaching plans for school reform. They share a desire to 

"empower" local residents to take control Of their own communities, 

rather than depend upon new government programs to "renaw" them. 
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As a result, 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~ 

Whether they will or not remains to be ssen. 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 lessons about welfare policy 

thirty years of trying have taught us. 

Leslie Lenkowsky is president of Hudson Institute. loaD 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 were reluctant to continue with 
the project yourself. 

Obviously, I regret that the project was postponed, as my master's 
degree 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 
been the most astute decision at this time. 

Nevertheless, I believe that you are personally committed to 
reforming the welfare system, 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 know that I have found another 
project to fulfill my thesis requirement. Moreover I I do not 
regret the time r spent thinking about how to sell welfare reform 
to the states and appreciate the opportunity to aid your efforts. 
(However, I must confess that I am again disillusioned with the 
possibility of combining politics and policy.) 

Thank you again for your time, and good 
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To; Mary Jo Bane 
David Ellwood 
Bruce Reed 
Wendell Primus 
Kathi Way 

From: Jeremy Ben-Ami 

Subject: Revised aeneral Talking Points and Q and A's 

Date: lanuary 4, 1994 

Attached are two versions of general welfare reform talking points (one--page and three pages) and a 
set of our latest Qand A's on several welfare "'form issues. Melissa Skolfield and I have worked 
rogether to develop those for general USe by Working Group members, and Staff at the White House 
and other agencies. W. get frequent calls for "the latest talking points" and would like 10 give <hose 
fairly general distribution within the administration. 

Please review these materials and give us your comments by Friday~ January 1. 

Thanks. 

ce: Melissa Skolfield 
Mary Bourdette 
10hn Monaban 
Ann Rosewater 
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FROM WELFARE TO WORK: THE CLINTON WELFARE REFORM PLAN 

Nearly Everyon. Agr...: Current Welfare System rs Brok<m 
- people who work: are often worse off than those on welfare 
- system does not help people become independent 
- noncustOdial parents provide tittle support to their children 
- single parent families get. help that two patent families can"t get 

Broad Consensus for Change 
.. across ideological lines 
- biggest critics are the very people i15t& is supposed to be helping 

Reform Must Build on and Support Core Amerl.." Val.... of Work and Responsibility 
- work should pay 
- welfare system should provide access to education and training so work is possible
- those who can work should work to suppon their family 
.. promOte more responsible decision making regarding childbearing 
- both parents should be responsible for supporting their children, nO! JUS! the custodial parent 

Furtdamental Transrormation or the Culture and Ml~sion of the Weltare System 
- current system: solely focussed on eligibility determination, checkwriting 
~ our vision: a system focussed on belping people become self..sufficiem, independent 

To Ge! Th..... W. Must: 

1. Promote Pauma, Responsibi1i\Y and Prnvcm Teen Pregnancy 
- must intensify efforu to reduce teen pregnancy 
- encourage tWQ-parent famJlies 
- must do better at sending message about responsibilities Liar: come with parenting 

2, R~w.rd Those Who Gn to Work hi: Making Work Piy 
.. EITe .... $21 billion expansion; must get it out more regularly 
- Child care - expand act:ess for those wllo work and those in education and training 
.. Health care -~ universal at:t:ess under health care reform critical 

3. ftm:Wfe AccesS to Education and Ttajn11li. fumose lime Limit<;, and E'lCD@ct Work 
• Build on Family Supp<)n Act; system should be based On mutual obligations 
- expand JOBS - build welfare sy"em .round JOBS, not cheekwriting 
w Cash assistance: for those who can work cannot go on forever 
- There wm be work for those who cannot find a private sector job within two years 

4, i;nforce Chjld SURQOlt 
- Strongly convey that both parents are responsible for supponing their children 
~ universal paternity establisnmeo[ and improved enforcement 

S. Reinvent GQvernmem Assistapce: 

.. Simplify, streamline rules and requirementS 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 WELF 
REFORM PLAN 


NEARLY EVERYONE AGREES: CURRENT WELFARE SYSTEM IS BROKEN 

People who work are often worse off than those On welfare 
• los. their heal'" care 

.. take home less money 

~ can't get child tare 


welear. system does not help people", work, ,upport their famili", 
~ driven solely by eligibi1ity rules t benefit calculations. writing cbecks 
~ provides little help in getting education. training. skills 

Noncustodial Parents are not held accountable for supporting their children 

Single parent families get benefru, services unavailable to equalJy poor tWQ parent families 

HUGE CONSENSUS FOR CHANGE 

Across party lines 

Across the country. reform efforts: are being tried by state and localleadexs 

System mo.. despised by ~"e very people it is supposed to be helping •• the recipient 

REFORM MUST BUILD ON, NOT UNDERMINE 

CORE AMERICAN VALVES OF 

WORK AND RESPONSIBILITY 


We Must Fund.menflilly T""nsform the Culture and Mission of the Welfare Syslem 

System focused on income maintenance must shift to one promoting and supPQrting ~ 

Workers focused on eligibility determination and cbeekwriting must shift to promOting 
self-sufficienCY And economic indeoen4tnce 

Build on the Family Support Ad and its foundation of mutual responsibility between government 
and those seeling assistance. 
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FIVE AREAS OF CHANGE IN CREATING 

A WORK·BASED SUPPORT SYSTEM 


1. Promot. Parental R<sponsibllily .nd Prevent T .... Pregnancy 

Mus' prevent people from going onto wellllre in the first place· 

if we ace to end long·term welfare dependency. 

• outooof-wedlock births have doubled in 15 years 

~ nearly one of three babies in America born to unwed mother 

• poverty rate in families heeded by unmarried I)l(lther i. 63 percen, 

We must send strong signals that: 
• )'OUng people slWUld not become parents until they are able to support their children 
~ children who have children face tremendous obstacles to self-sufficiency 
- parents have to accept responsibility for supporting their children 

We must restructure a system that currently favors single parent families so that we do not discourage 
marriage and family, 

We must intensify our effons to reduce teen pregnancy. 

1. Reward Those Who Wor' by Making Work Pay 

Three key steps to Make Work Pay 

L ElrC 
- dramatic $21 billion expansion is already in place 
~ now must focus on how to get it out to people more regularly 

2, Health Car. 
- President's health care reform plan. will provide universal access fa health care - ensuring 

that no one will have to stay on welfare to maintain health coverage for their family 

3, Child Care 
- We can"t expect single: mothers to participate in education and training and then g.o (0 work 

unless they bave care for t.1)eir children 

3. l>1ake Welfare a Transitional Assistance System that 
• provides access to education and training. 
• time limits cash assistance for those who an work1 

... and provides work opportunities rot' those who cannot rind work 


Expand lbe JOBS program - the eerlterpi&e of the Family Support Act 

- good pmgram~ but serves too few people 
- we will increase funding and the federal match and demand that many more participate 
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All those seeking assistance will be put on a track toward work immediately 

• everyone will sign ... social cOntract 
~ everyone will develop an individual plan specifying how they will move toward self

sofficiency 

AU those who can work will be expected to work to sUPpOrt their families 

.. casb assista..'lce will be time limited for those who can work 
• everyone will be expected to seek work before the time limit 
• best time limit is one: that no one reaches 

When cash assistance ends. those who have not found work will be- offered work: opportunities to 

allow them to support their families 

- emphasis on finding people jobs in the private sector 

- community service work if jobs not available 


4. Enfor.. Child Support 

Both parents are r~pons.ible for supporting their cbUdron 

In current system, paternities are not established. child sappan orders ar.e not beIng entered and 
updated, and orders ate not king enforced. 

Key stops: 

I. Establish paternity fOf aU outooOf-wedlock births 
2. Simplify system for establlshlng and updating support orders 

3, Improve enforcement ~ ~ 


4. Explore w'ys of ensuring that single parents can tOunt~ child s~ f'J 0 

S. Reinvent Government Assfstance 

CUfIem System is CotnpIR. Frustrating fN Workers and Clients 

.. multiple programs with conflicting rules 
- complexity leads to waste. fraud. abuse 

Key Steps: 

J. Simplify, streamline rules, requirements across programs 
2. Maximize use of technology to combat waste, fraud. abuse 
3. Give states flexibility 
4. F~"'U~ federal oversight on performante. not process 
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WELFARE REFORM QUESTION AND ANSWERS 

TIMING 

Q: 	 The timing of welfare ~eform seems to be slipping. Do you 
~nticipate introducing a plan this year? Does welfare 
refOrm remain a priority? 

A: 	 Welfare reform 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 he ready early this year. The Group is actively 
consulting with members of Conqress , state and local 
officials I advocaoy groups and welfare reciipients to refine 
its proposals. Passinq health care reform remains the 
administration's top priority, however, and the exact timing 
of the introduction of welfare reform legislation will 
depend on the progress of the health care initiative. 

COSTIFINANCING 

Q: 	 Ina Working Group has claimed that its Plan will be defici~ 
aeutral. yet it is calling for expanded edycation and 
trainipg. child cart, and a public Work prQgram, How does 
it plan to pay for these things? 

A: 	 The budget rules ~equire that every new proposal comply with 
'tpay-as-you-go" financing rules. Therefore, any new 
expenditures to reduce welfare dependency will have to be 
financed thrQugh savings in other programs. No decisions on 
financing have been made yet. 

Q: 	 Some estimates have put the cOit of welfare reform as high 
as S3Q billion a year. WhY dogs reforming welfare cost 
mgney ratbgr than save it? 

A: 	 None of our estimates are anywhere near as high as the 
figure you mentioned. We currently spend $22 billion a year 
on a system that traps and fos~ers dependency in the very 
people it is supposed to help. There is universal agreement 
that traininq people to work, and providinq them with 
supports such as child care costs ~ore than simply providinq 
people with checks. Even the Republican bill is estimated 
by esc to call for $12 billion 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 


Q: 	 Hbtre will the iobs come f~m tor welfare recip1ents who 
reach thg time limit. WonJt this require. a Passive new 
~~eli~ ~~c~~ jobs program? 

A: 	 Clearly the best time limit is one which no one reaches. 
Right now, 70 percent of new applicants for welfare leave 
the rolls within two years. A major problem is that many of 
them lose their jobs and return to welfare. A major focus 
of this effort will be to help people keep their jobs. 

Furthermore I the entire focus of the revamped welfare system 
will be getting people into jobs in the private sector 
within the two years. We anticipate that the package of 
reforms we introduce will mean that relatively few people 
actually reach the time limit witnout finding a jOb. 

We are committed to providing those who cannot find a job 
with 	the opportunity to work to support their families. 
Here 	again, our focus will he on working with the private 
sector to arrange on-the-job trainin9 opportunities or 
community service work it necessary. 

Q: 	 Do§s this meant that ypu art con~~dering providing cash 
subsidies to private sector employers to g~ve iobs to 
welfare recipients? 

We are looking at a wide range of strategies for providing 
opportunities for able-bodied adults on velfare to work to 
support their families~ We have not made any decisions on 
how best to structure such a program, but we are committed 
to finding yays to employ people in the private sector. 

PARTICIPATION OF WELFARE CLIENTS 

Q: 	 Why is there no one on welfare OD the President's Working 
GroURf 

A: 	 The President appointed a Workinq Group consisting of his 
top administration staff to recommend a welfare reform plan.
He clearly charged them, however, with soliCiting input from 
and involving a wide range of people affected by the welfare 
$ystero, particularly current AFDC recipients. To that end l 

the Working Group has held hearings, conducted focus groups 
of welfare recipients, and sought opinions from a wide range 
of sources includinq people who receive public assistance 
and who work in the welfare system. The input of state and 
local qovernments and members of the House and Senate has 
been vitally important to the Working Group. 
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Republican Plan 

Q: 	 What is the Administratign/s rea~tion to the plan introduced 
by Hpuse R,publi~ans? 

A: 	 We are pleased that the Republicans in the Housa ot 
Representatives have entered the debate on welfare reform~ 
We are looking closely at their legislation as we work with 
Congress and the states and localities to continue the 
development of the adrninistrationls plan~ Many of their 
proposals address the president's vision for reform, which 
stresses work, family I opportunity and responsibility. 

Clearly there is broad consensus thrQughout the country and 
across party lines for fundamental change in the welfare 
system. The emphasis in the Republican plan on work and 
parental responsibility is very much in keeping with the 
President's 90als. 

While we applaud their emphasis on work, some elements of 
the plan concern QS, such as the cap on the Earned Income 
Tax Credit -- a powerful ~ork incentive which has bipartisan 
support -- and the across-the-board cuts in cost-effec~ive 
nutrition programs ~hich are lik~ly to shift costs to the 
states~ 

Q! 	 Do YQu think you will be able to wort ~ith the Republicans 
to oreate a bipartisan Gonsensu~ in light of this elan? 

A: 	 We look forward to working ~ith conqress on a bip~rtisan 
basis to develop a plan which fulfills the president's 
vision of a welfare system which trQly helps people to work 
and become self-sufficient. 

WAIVERS 

Q: 	 /In the waive!;" Riling appr(t>,eg by ,til!! Mmini.stJ:l!tioD 
indigati¥e QLtn§ girectiQO tbe Administ{aSLon will t~ke 
with its welfar§L.t:tfgrn Q"c)q~ge.? 

A: 	 No. Our approval of demonstration projects shows that the 
Clinton administration is serious about providing states the 
flexibility to test innovative approaches to SOlving 
difficult probl~ms. The president is vQry eommitteed to 
providing the states flexibility to experiment, but these 
waivers do not necessarily indicate anythinq about the 
direction we are hQading with welfare reform generally. 
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Welfare Reform Questions and Answers 

0: 	 What shape will welfAre reform take? 

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 access to health care. The enhanced 
EITe provisions enacted under OBRA 93 and the 
Administration's Health Care Reform pacXage 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 
responsible for supporting their children. Both parents
have a responsibility to support their children, yet only 
about one-third of poten:ially eligible custodial parents 
receive ~ny court-ordered support. One parent should not 
·have .to:do· t:he,-ivork··of···._. : Ii: ·all.. ·...elig1ble '.single-parent 
'families :received adequate and updated awards, it would cut 
welfare rolls, lift families out of poverty and contribute 
to controlling government expenditures and reducing the 
debt. 

We will make work possible and provide education~ training 
and other pervices. A rational economic world may not be 
enough to bring all welfare recipients into the labor 
market. Some have deficiencies 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. 

Once 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 period# those 
who don~t find private sector jobs will be expected to 
support their families through public sector work opportuni
ties. 

Q: 	 Where will the jobs. be for welfare recipients whQ reach the 
t~me limit. WOn't this require a massive ngw public sector 
jobs., program? 

A: 	 The President is committed to developing a welfare reform 
proposal that provides people with the skills and se~ices 
they need to get and hold a job in the private sector. We 
anticipate that most of the people in a transitional 
assistance program would in fact find a job before they
reach the time limit for their benefits. 

\ 
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• '" For those who do reach the time limitl we are committed to 

providing them with the opportunity to work either in the 
private sector, for a non-profit, or if necessary in the 
public sector~ We do not anticipate this becoming a massive 
workfare program. 

~oes 	this mean that YQu are considering providing cash 
subsidies to private sector employers to give jobi.~9 
~lfare reoipients? 

A: 	 We are looking at a wide range of strategies for providing 
opportunities for Able-bodied adults on welfare to work to 
support their families. We have not made any decisions on 
bow best to structure such a program, but we are committed 
to finding ways to employ people in the private sector. 

, ':,"0' '. <:CWOlIld' 't!Iis'''version ·of 'refoxm Ullll l!IO!ln ox: COlIt I!!OXe money? 

A: 	 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 terms 
of keeping people out of the work force. This also bas 
enormouB psychological costs for these families. We will 
have a time limit. We do believe that welfare should be a 
transitional program. 

Q: 	 !bleb states have had waivers approved by the Clinton 
Al!nIini~tr..tiQlll 

A: 	 We have approved welfare reform demonstrations in Georgia,
Illinois, Iowa, Vermont, Virginia, Wisconsin, and Wyoming. 
Requests are pending from 15 other states. 

Q: 	 A[.e the approved demonstrations indicative of th~ di'rectioo 
~he Administration will take? 

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

, 

Q: 	 po yOu think t.tl~ Republican plan bears any ht}~emblance to 
what VOU will be proposing? 

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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OUr 	approach will bo based on the four values of work. 
family, opportunity and responsibility, and we're encouraged 
by the degree to which the Republican plan mirrora those 
goals. However, we seek a plan whieh emphasizes, rather 
than 	limits, efforts to make work pay such as the Earned 
Income Tax Credit. We believe much more can be done to 
crack down on parents who do not pay child support. Most 
importantly, we want a plan which does more to help people 
become self-sufficient? 

0: 	 Bow do you react to sucb suggestions as family cAPs. an end 
to ben~fits for immigrants. or mandatory paternity estab
lisbment? 

A: 	 The Working Group has not reached any conclusions or 
..pr_d......y.·~.to· ..tbe l'reddentcon· any specific 
··aspecta.of the plan . It will be" while before we will be 

able to comment specifically on any such proposals. 

Q: 	 WhY hasn't the Working Group como forward with its plan yet? 

We are continuing our work according to our original 
timetable, and will have proposals 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 a 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 
reqional hearings in Chicago; Washington f D.C., Cranford. 
New 	 Jersey, Sacramento, and Memphis . 

.. 
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t, 	 Attachment III 

Fact Sheets 

The following fact sheets are in use! 

• U'DC 
• AFDC-1l1' 
• RlTC 
• Cbild Support Enforcement 
• cbild c~re Programs 

The following are new drafts: 

• 	 JOBS -- the original sheet is being revised to be included 
in this seetion.

* Waivers 

Please let us know your comments, changes, or additions that 
should be included in this list. 
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Fact Sheet 

ADMINISTRATION FOR 
CIDLDREN AND FAMILIES 

, 

OFFICE OF FAMILY ASSISfANCE 

Aid to Familles 

with Dependent Childnm Program 


Aid to Families with Dependent Children (AFDC) provides financial assistance to needy 
families with dependent chUdren. Federal and state governments share in its cost. The federal 
government provides broad guidelines and program requirements. Responsibility for program 
formu!ation~ benefit determinations. and administration lies with the states. Eligibility fur benefits 
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 Requirenents 

In order to be eligible for AFDe, a fumily must bave a dependent child who is: 

Under age 18 (A state may eleet to extend the age lim.it to include 18-year-old, who are 
expected to complete secondary s<:ticd or the equivalent level of vocational or technical 
training before turning 19.); 

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 twn-parent family under 
the AFDe-Unemployed Parent (UP) program; 

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 residing in the U.S. 

Along with the dependent chUd, an applitation for AFDe includes any eligible IllIIUraI or 
adoptive parent and any eligible blood-related or adoptive sibling with whom the child is living. 

Il<pa.rtment of lIealth and II...... Serrits 

Administration for Qilld.n:n and Families 


370 L'Enfut Promewule. S.W.• WashiAgton. D.C. 20447 

Phone; (202) 401-9215 II April 1993 
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Income and Fmancial Need Considerntions 

Each state sets its own n~ standard for determining eligibility. The term -need standard" 
refers to wbat a state deti!rmines that a particular size family needs to live, A state takes into 
oonsideration the needs as well as the income and resources of all individuals in the assistance unit. 
The state -disregards· &arne family income, thus permitting it to be retained along with AFDC 
payments. 

The determination of income eligibility is a two«Step process. Fitst, the gross income of the 
assistance unit. after applicable disregards) cannot exceed 185 percent of the state-determined need 
standard. The disregards include the first 550 per month of child SUpP,ort receivoo·by tile family and 
optional earned income disregards for certain students. 

SecQnd. the family income is compared to the state's need standard. ]n addition to the 
disregards described above for the 185 percent test, the state must disregard the Earned Income Tax 
Credit (EITe) and the following amounts of earned income: 

$90 per month for work: expenses for individuals employed fult~ Qr part~time; 

For an individual who re¢eived AFDC in at least one of the prior four months: 

a) aU of fr.e monthly earned income of a child who is a full-1ime student or who is a 
patt-ti1ne ,ruden! and not employed full-time; 

b) $30 and one-third of such person's remaining income for the first four consecutive 
months, and $30 for each of the eight subsequent months; 

For fu11-time workers - actual expenses fOf dependent care up to $175 per mo~th fOf each 
dependent child who is at least age two or each incapacitated adult, and up to $200 per month 
fot each dependent child who is under age two. (For part-time workers, a lesser amount may 
be applicable at state option.) 

Resource Limitations 

The federal statute sets a maximum limit of $1,000 in resources per assistance unit. 
Resources include such things as stocks. bonds. and real proJWl1Y. The family's place of residence, 
burial plots, and funeral agreements valued up to $1,500 are excluded from this f<:SOurce lim.it as is 
that amount of equity in an automobile. The state may set lower dollar amounts for total resources, 
funeral agreements, and the automobile" and may also exclude from consideration household 
necessities. 

Benent Calculations 

Each state establishes its own payment standard to determine the assistance unit~s benefit 
amount, The paymtnt standard may be lower than me need 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 swats payment standard. Income disregarded in determining eligibility is also disregarded in 
calculating: benefits. 
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Work Progrnm Requirements 

The Family SuppOrt Act of 1988 established a Job Opportunities and Ba.sk Skills Training 
(lOBS) program and revamped the requirements for state-op",ated welfare-to·work programs, All 
states nave JOBS programs i:l plal:e. The progtam provides training, work experience, and education 
opportunities for AFOe 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. 

Prognun Operation 

All SO States~ the District of Columbia j Puerto Rico, the Virgin Islands, and Guam participate 
in Ille AFDC program, American Samoa is authorized ander Ille Family Support Act of 1988 to 
operate an AFDC program. States must submit p!am and plan am~ments to the Department of 
Heallll and Human Services fur approvaL 

Federal Fmancial Participation 

The federal government reimburses the states for operating an AFDC program with matching 
funds. Federal financial pa."ticipation is provided to the states at different rates for various activities. 
Administrative and training costs are matched at a SO percent rate; optional fraud contro! 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 a state's per capita income relative to national 
per capita income, The federal matcbing rate for AFDC benefits may range from SO percent for 
states with the higbest per capita income to 83 percent for the state with the lowest per capita income. 

C.seload and Expenditurt'S - FIscal Year 1992 

AFDC Caseluad 

A verag. No. of Monthly Famili.. --- 4,768,495 
Average No ••f Monthly Recipients --- 13,625,342 

Benefit Expenditures 

Total-------- $21.9 bUll.n 
Average Monthly Benefits (p«' Familyll-- $383.45 
Av....g. Monthly Benefits (p«' Recipient}l--- $134.20 

" 
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ADMINISTRATION FOR DRAFT
CmLDREN AND FAMILIES 

OFFICE OF Fk\ULY ASSISfANCE 

AFDC Unemployed Parent Program 

The Aid to Famili.. with Dependent Children-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. Uoder the provisions of the Family Support Act of 1988. the program i, 
nundatory in aU states. 

The Family Support Act of 1988 allows certain ,mt.. to limit the period of as,i'tance. 
However, these stares mUSt provide eligible families with AFDC~UP benefit$ for at least six months a 
year. AFDC-UP covers families in which both parents are living in the bousehold and the principal 
e3ttler. whether the father or the mother, is unemployed. 

EUglblllly Requir<ments 

In order to be eligible fur AFDC-UP, a family must meet all of the regular eligibUity
( tequirements for AFDe. A family must have a dependent child who is: 

• under age 18; 
• Hving in the home of both parents; 
• a resident of the state; and 
• a U.S. citizen or alien permanently and lawfuHy residing in the U.S. 

In addition, eligibility is based on the unemployment of the parent who is the principal earner. 
The principal earner is whichever parent earned the greater amount of income in the 24-month period 
inunediate!y preceding application for aid. 

Before a family can receive aid, the prindpa) earner must have been unemployed for at least 
30 days. As defined in regulation, a person wbo worb less than 100 hours a. month is considered to 
be unemployed. 

The principal earner must demonstrate a r""eot attachment to the labor force by baving (a) 
six or more quarters of work in any 13-<::alenda,r..quaner period ending within one year prior to 
application for aid. or (b) received (or qualified for) unemployment compensation within one year 
prior to application for aid, 

Department af Health and Human Senices 



A pdncipal earner may establisb quarters of work in the foHowing ways: DRAFT
• Receive $50.00 or more of earned income in a calendar quarter;

• Qualify for a quarter of co.... erage under the Social Security program; or 

• Participate in the.lob Opportunities and Basic Skill, Training (lOBS) progmm. 

At the option of the state. a principal earner may estabHsb up to four of the six required 
quarters of WOI'k in the following ways: 

• 	 Attend an .elementary school. a s'econdary school, or a vocational or technical training: course 
full-time that is designed to prepare the individual for gainful employment; or 

• 	 Participate in an education or training program established under the Job Training Partnership 
Act (ITPA). 

If qualified, the principal earner must apply for and aceepl unemployment compensation. 

Work Requirements 

In any month, including the 3O-day period prior to receipt 'Of aid, the prim:ipal earner cannot 
refuse. without good cause, a bona fide offer of employment. 

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

At least one patent in a-family must participate for at least 16 hours a week in a work 
( , \ supplementation program, a community or other work experience program, on-the-job training, or a 
\ st.a1e-iiesigned work: program, 

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

If the principal earner fails to meet the work and training requirements. and the second parent 
is not panicipating in JOBS, the needs of the principal earner and of the other parent will not be taken 
into account in determining the family's need for ass.istance and the amount of its assiuanee payment. 

Caseload and Expenditure; - FI5<aI Year 1m 

AFDC-UP Casdoad 

Avecage Monthly Famili"'----  321,771 

Average Monthly Recipients ---- 1,347,755 


AFDC-UP _t &pendi_ 
(Federal and Slate) ----	 $2.1 billion 

AfiDC.UP AY"",e Monlhly _Is 

Pe, Family -------  $550.46 

Per Recipient -------- $131.42 
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u.s.. DI!PARTMaHT 0" HIALTN AU KUMAN ...ViCD 

Auquat, 1993 

A Bri,t Oyvyi." of the 1m Ud ••lfar. Refog 

Contrary UJ' popular understan4inq I work 1a not a quarantee to 
fUl-c&p1ng povarty~ In 1991, 9.2 million workers were poor, 
2.1 million Dt wI10m worke<! full-tiu, year-rounc1. Fully 5.5 

.HUon people 11va" in pear famil1a.. with children which 

contained one tul.l....ti:me, y.a.r-rOUN! worker. 


The Earne<! XncOlM T"" credit: (BrreJ is .. refundable tax crec11t 
desi911e<! to belp the worltillll poor. The credit off.eta the tax 
liability ot low-income head. of houaebold and is paid a8 a 
pereen~ge of earnlf\9& to 11 certain maxi.mua. 

The racently-paaee4 reconciliation bill includaB .. major 
expansion of the EXTC whiCh would achieve President Clinton'. 
qoal of eno.blil\ll f-.111_ of four with a full-time work.... to 

-re.dl tbe poverty line,. The tive-year cost or this expansion 18 
$20.8 billion, with $7.0 billion spent in fiscal year 1998. 

'Onder the provision, working poer families with two or more 
children would receive a $4 waqa BUppleaent througb the EITC tor 
every $10 of the firat $8,425 they earn. A t .... Uy at four with 
full-tim., full-year minimum WAge earn1nqs voul4 receive the 
maxi»WI credit ot $3,370. ' 

For tamilies with. two or .ore Children, the credit pbas8s out at 
11 rate ot 21 cent. tor each dollar earned above $ll,OOO~ 
Eligible tax tilers making up to $27,000 in earning. vill still 
receive a credit. 

For the firat time, a credit will also be availablo tor low
income workera without children. A dbildlens worker would 
receive a lUlXimum credit ot $306 based on earnings between $4,000 
«nd $S,OOO~ Nearly tiv. million workers without children who 
haft vary low incomets (leas than $9,000) Ilncl Are between the age. 
ot 25 and ~4 would also benefit. 

CCIlIIpared to tha situation with no = ..t all, tha _eted 
1691alation would amount to a 40 percent higber return ~rom 
working' for lov-lnc::c::mte ~6l1tl1ie. with ahilc!ren5 compared to 
current law, a two-parent tADily with two children and one wag.
earner vorkil\ll tull-time at minimum wage would qet $1,375 more 
par year. In effect, this rai... the pay tor such a paracn by 16 
percent over the altuation under prior law. 
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'The expanQion will 5ubQtantially increase the anti-poverty 
effectiveness of government tax and welfare policy. In 1994, 
when the enacted legielation is ~ully implemented, approximately 
1 .. 5 .1Ilion people will be remoyed from poverty, avan if no more 
people go to work:. And we expect lIOr& people to go to work. 

lnact=ent o~ the a¥panded ElTC 10 an important ~lrst step in the 

welfare ref'orm et'fort. One of the 1I4jor principles in retorming 

welfare Ie to -make vor~ pay.- Tbe expansion ot the EITC 

significantly increases the return from vqrk and increasee the 

incantive to beqin ""rk. It lays .. "",lid roundation for the 

Administrationts welfare reform plan--anticipate4 later this 

year-to make -work II. :.ore vil!l..ble option than weltere. 
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,, ADMINISTRATION FOR DRAFTCHILDREN AND FAMILIES 

OFFICE OF CmLD SUPPORT ENFORCEMENT 

Chlld support Enfon:ement Program 

The goal of the Child Suppert Enforcement (CSE) Program, whicil was estlhlished in 1975 
under Title lV-O of the Social Security Act, is to ensure that cilild,en are financially supperted by 
both their parents, Recent laws, including the Family Support Act of 1988, provide fo, strong cilild 
suppott enforcement measures to assure that parental responsibility is met. 

The CSE program is usuatly run by state and loea! 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 (AFOe) programs. A family .....iv.. up 
to the r"" SSO of any current cilild suppert each month without a decrease in the AFDC payment. 
Any remainder reimburses the state and federal governments for AFDC paymentS made to the family. 
AFDC recipients must assign to the state any rights to support that they or eligible cbildren may have. 

Child support services are also available to families not receiving AFDC who appJy for such 
services. Child support payments that are collected on behalf 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 most recent census data show that in 19&9 approximately 10 million women were raising 
a total of 16 million children under age 21 whose fathers were not Uving in the household. Of these 
women, only 58 percent, or 5,' mUlion women had been awarded child support. Among the women 
due child support payments in 1989, half received the full amount due, a quarter received partial 
payment, and a quarter received nothing. Of the total $16,3 bUlion owed for cilild suppert in 1989, 
$5.1 billion was !lOt paid. 

During FY 1992, almost $8 billion in child suppert paymenl$ was collected unde, this 
prognun. Paternity was estlhlisbed fur more than SIS,IlOO cilUdren that year, clearing the way for 
the establishment of child support orders and other vital links between the children and their non~ 
custodia! parents. 

llepm1m<nt of Health and Hwnan _ 
Administration for Children and Families 

370 L'EnliuI! Pro_, S.W., W~, D.C. 20447 
Phooe: (202)401-9115 II April 1993 



There are four major services provided by the Child Support Enforcement Program: 

1. Locating Absent Parents 
2, Establishing Pau:mity DRAfT3, Establishing Child Support Obligations 
4, Enforcing Child Support Orders 

t. Locating Absent Pnrents ~ Child support enforcement officials use local information and resources 
of State and Federal Parent Locator services to locate parents for child support enforcement, or to 
frnd a parent in parental kidnapping/custody disputes. 

These resources include: 

State: Federal: 
Motor Vehicles1Drivers Licenses Internal Revenue Service 
Employment/UnempJoyment Records Department of Defense 
State Income Tax Social Security Administration 
Pub!ic Assistance Records Veterans Administration 

Selective Service System 
Federal civilian personnel records 

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

2, Establishing Paternity - Establishing paternity Oegally identifying a child'. father) is a necessary 
first Step for obtaining an order for child support when children are born out of wedlock:. 
Esublishing paternity also provides access to: 

• Social security. pension and retirement benefits; 
• Health insurance and infonnation; and 
• Interaction with members of both parents' families 

Many fathers voluntarily acknowledge paternity. Otherwise. father. mother. and child can be 
required to submit to genetic tests. The results are highly accurate. States must have procedures 
whlcb allow paternity to be established at least up to the child', eighteenth birthday, 

3. EstilbUshing Support Obllgations ~ States must bave guidelines to establish how much a parent 
should pay for child support. Support agency staff can take child support eases to court, or to an 
administrative bearing process to establish the order. Health insurance coverage can also be ordered. 

4, Enforcing Child Support Ord .... - A parent can be required to pay child support by income 
withholding - money bald out of the paycheck by, the employer and sent to the child support office or 
COurt, Overdue child support can be -ooJIected from federal and state income tax refunds. Liens can 
be put on property, and the property itself may even be sold with the p~ used to pay child 
support arrearage>. Unpaid child support can b. reported to credit bureaus so that a parent who owes 
chiJd support may have trouble making purchases on credit. 
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ADMINISTRATION FOR 
DRAFTCIDLDREN AND FAMILIES 

CHlLD CARE PROGRAMS 

"'ibe' Administration for CbUdren and Families (ACF) administers a variety of programs to 
help low~income families obtain cbild 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 <:biId care to achieve oc sustain self-sufficiency. Child care assistance is available through the 
,",'os in the following four programs: the Child Car. and Developmeol Bloelt Or;lll'; At-Rislt Child 
Care; Child Car. for AFDC Re<ipients; and Transkional Child Care. 

Chlld C .... and Development lliock Grant (CCDllG) 

The Child Care and Development Block Grant provides low-income families with the financiai 
resources to find and afford quality child care for their children. In addition. CcnBG increases the 
availability of early childhood development and before- and after-school care services. Funds are 
available to states. Indian Tribes, and territories to provide grants, contracts t and certificates for child 
care services for low-income families. To be eligible. a family must need chUd care either because a 
parent is working, attending a training or educational program. or because the family receives or 
needs to receive protective services, 

This program emphasizes the role of patents in choosing the care that best meets their 
family's child care needs, Parents may choose from a variety of chiJd care providers. including 
center..tlased, family child care and in·home cate, care provided by retatives, and seetarian child care 
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 bave unlimited 
access to their children and the. providers, 

FY 1992 funds wete awarded to 261 grantees, including 52 states, 4 territories, and 205 
Indian Tribes. 

Since September 1991, ACF has provided s","", with !DOre than $1.5 billion in CCDBG 
funds. For FY 1993, almost S893 million is available. No state matclling funds are required.· 

Depamn..t of Health and HIIIlIlID _ 
Administration for Children and Families 


)10 L·Enf ... Pta_, S.W., WashinglOn. D.C. 20441 

Phone: (202) 401-9215 II April 1993 




/' 
{, 

.•, 

At-lUsk Child Cere 

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

The central point of program planning. design, and adminJstration with ihe state welfare 
agency, In this way, state agencies. which also have the responsibiHty for providing welfare, 
employment. and reiat<'<! services ander the Job Opportunities and Basic Skills Training (JOBS) 
program. can eoordinate child care with 'these services. 

States may provide child we in the following ways: DRAFT 
• 	 Directly;
• 	 By arranging care through providers by use of purchase of service contracts or 

voucbers; 
• 	 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 applicable state and local standards and allow for parental access. 

Congress appropriated 5300 talllion for this program for FY 1993. State matclling funds are 
required. 

Titl. IV-A Child C .... 

Tid. TV-A Cbild Care provides funds for AFDC applicants and recipients througb the AFDC 
and JOBS programs. This financial support allows them to pursue employment or work training and 
approved education which will help them to beeome economically self-sufficient. 

Congress appropriated $371 million for FY 1993. State matching funds are required. In FY 
1991. 154.720 families. including those receiving transitional child care~ were served. 

Transitional Child Care 

Transitional child care continues child care assistance for up to 12 months after a recipient 
leaves AFDC as a result of increased work hours, higher wages, or the loss of earned income 
disregards. Congress appropriated $75 million in federal funds for FY 1993. State matcbing funds 
are required. For FY 1992, a monthly average of over 60,000 children were served. 

Other ACF Child C .... Activities 

Several other ACF activities playa vital role in the delivery of child care services: 

• 	 AFDC Child Care Disregards support AFDC recipients' efforts to work by providing 
offsets against income from work for a portion of recipients' child care costs. 

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



to provide extended day child care fur Head Start children who need it due to their 
parents' work or training schedules. or to provide CC&DBG recipients with a Head 
Start experience.

• 	 Dependent care Planning and Development Grants are made to states to pay 7S 
percent of the planning and development costs for establishing information and 
referral sYstems and school~age child care. 

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

• 	 Child Welfare Services are available to sta,es to provide child care and 10 help child 
care centers meet licensing requirements. In addition~ as a CQIDplemem to the state 
grant program, the Temporary ChUd Care/Crisis Nurseries program awards grants to 
public and non-profit agencies for research, demollStration, and training. 

" 
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WELFARB WAIVERS 

In February of 1.993 President Clinton met with the nation's 
governors to ~alk about his commitment to welfare reform. As part 
of this process the President made it clear he ~anted to encourage 
state creativity and flexibility in the administration of public 
assistance programs. In the past year 4 state waivers for welfare 
reform programs have been approved. 

GEORGIA .. Georgia has created a program ~own as the Personal 
Accountability and Responsibility Project.. The program provides 
family planning and parenting services and allows the state to deny 
increases in benefits for families that have additional children 
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 if they are not caring for children under the 
age of 14 ~ 

The waiver was approved on November 1~ 1993. 

IOWA - under Iowa's welfare demonstration project AFOC 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 can be 
withdrawn only to pay for education, training, home ownership, 
busin~ss start-up or family emerqencies. 

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 emploYDent~ all 
income will be disregarded for individuals who do not have 
significant work histories. 

The current law limiting each family's assets to $1 1 000 will be 
substantially changed to enable each member of an AFOC family to 
possess up to $5,000 in assets. The vehicle asset ceiling will 
also rise from $1,500 to $3,000 per automobile. 

The waiver also allows for the creation of a Family Investment 
Program for AFOC parents. They will be eligible for enhanced 
training and support services in exchange for an agreement that 
welfare reoeipt will be temporary or time time-limited. 

The waiver 'Was qranted on August 8, 1993 and the demonstration will 
run for five years. 

VERMONT - Vermont's "Family Independence Project" (FIP) will 
encourage AFDe families to work by enabling them to keep more 
income and accumulate more assets than is normally allowed. 



DRAFT 
The plan also requires that most people who have received AFOC for 
a certain period of time be required to participate in public or 
community service jobs (30 months for single parent families, 15 
months for families participating in the unemployed parent 
component of AFDC). When people stay on welfare for more than 30 
months the s~ate will be able to restrict the way they can spend 
their welfare checks and bar them from choosing cash for food 
stamps. 

FIP allows child support payment to bypass the state and go 
directly to the custodial parent entitled to receive them~ 

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

WISCONSIN - On November 1# 1993 , Wisconsin was granted a waiver to 
operate a welfare demonstration program called "Work Not Welfare" 
in two counties~ The proqram includes several significant and 
controversial provisions. 

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

• 	 The program requires people on AFDC to work or look for 
jobs. 

• 	The program provides case management, employment activities 
and work experience to facilitate employment. 

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

The demonstration will be carefully evaluated and will run for 11 
years. 



·." . '. 
", ' 

." 

December 6, 1993 

Mr. Bruce Reed 
Deputy Assistant to the President for Domestic Policy 
Domestic Policy Council 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, DC 20500 

Dear !'vir. Reed: 

The enclosed new memo by Dr. Amitai Etzioni may be of interest 
rcga!ding tl)e. current debate aoo~t subsidizing private firms to place
welfare reCipients. such as Arnenca Works, 

Sincerely, 

~ 

Alys," Quails.. 
Researcli AssiStant 

Enclosure: 

"A Note on the Limits of America Works and Company" 




A NOTE ON THE LIMITS OF AMERICA WORKS .lIJ>JD COMPANY 

Recently che press has been full of laudatory reports on 

profit making companies that have succeeded in placing welfare 

recip::...ents in well-paying and lascing jobs, Ie is very 

understandable that such placements would be vary attractive for 

all concerned. It also fits into the thir.king of those who find 

privat.ization ideologically attractive. But before one jumps to 

co~c:ude ~hat such efforts can be a major part of the drive to 

place hu;;.dred thousands, if not: ~::...llions, of welfare clients in 

paying jobs, please note: 

1. As far as I can determ1ne so far , these endeavors have not been 

submitted to any outside independl,:mt__ rigorous evaluation which 

other programs have been subject to. 

2, Press reports on the success c: these efforts ignore the very 

small number of welfare recipients :.hat ac::.:a:ly have been placed. 

Thus, America \\'orks reports that it placed "approxi;nately 740 

welfare recipiem::s" but ::he data cited about the fact that these 

previous welfare recipients continue to work where they have been 

placed, the pay they receive, etc., etc. - - is based on 34 ~, £! 

total of 290 who actually were reached. 

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

co~panies wculd act against their most elementary self-inteyes~ if 

~ 
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they did not seek to place first those easy to place, few of whicr. 

exist in any pop~lation. The available reports provide no 

information on the relevant attributes of those placed (e.g., are 

they high school graduates? with previous work experience? age? 

et.c. ) 

The claim that r.hese companies can crain welfare recipients 

within one week to be effective employees strongly suggests that 

chose few they did place are not typical, let alone hard-core, 

welfare recipiencs but a~ypical members of the program. 

4. There is no evidence whatsoever, and no attempts where made to 

collect dac8, if the welfare clients hired {for which those who 

hire :.:hem are subsidized) did not simply displace others. 

In conclusion: We need urgently to have an independent 

evahlation of ':.hese efforts. They may well be of some service, but 

to make them a !.lain bt;.i2.ding stone of welfare reform :nay well turn 

out to build on shaky :oundations. 

Memo by Ar.1itai 2tzioni 
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November 18, 1993 

Mr. Bruce Reed 
Deputv 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 Walt for two years, 

Sincerely, 

A~ 
Research Assistant 

Enclosure;
"Curbing llIegirimacy" 

., ,r _ .' .. ,,' 
, ,. , , " "- -' , " '~. 

. ,-. , 
, ,~ ,., . .. -' . ,.., . ," 

THY. GELMAN LTaR.... Ry· ROOM 714) • 21.W II STREET, N.W.• \X~SIllNGroN, DC 2(1052 



CURBING ILLEGITIMACY 

THE PROBLEM. 

Illegitimate births are undesirable in themselves AND increase 

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

hence is 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 especially those most 

likely to stay longest on welfare (high school dropouts with 

children). It is not enough to get people off welfare; we also must 

curtail the flow of new people into walfare. ':::'0 reduce teen 

pregnancy we best draw on two different strategies: changing the 

teen culture and modifying the incentives and penalties that 

influence illegitimacy. 

RESPONSES. 

11 A social-change agent approach; 

Human resource centers should be opened in public schools. 

School-based health care clinics and vocational counseling should 

be folded into these centers, as well as family education 

(including but not limited to sex education). Some employment 

preparation services may be added. 

Staff should draw on peer cQunseling 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 older 

than those they counsel. The counselors would be given the 

1 
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requisite training and supervision. St~dies show peer counselors, 

which may include teen mothers who "have been there" t can speak. 

effectively to the ill consequences of premature parenting4 Studies 

also report that being a counselor has a salutary effec~ on those 

who do the counseling. 

Such social-change agen~s, drawn from among the ranka of those 

that must be reached, have been useful in the past. The US 

Department of Agriculture has used peers to encourage resistant 

farmers to change their growing patterns. And in the 19th century, 

YMCAs used young men to socialize "rowdy" peers who recently 

migrated to the cities from rural communities. High school students 

on welfare could be required to perform a similar service, as part 

of their community service obligation under the Clinton 

Administration's "ending" welfare program~ * 

Human resource centers would be best "extra-territorial", 

located i~ public schools but not subject to their command-and

control. goverrunental, often highly bureaucratic structures and 

rules. They may though draw on public funds as many not-for-profit 

organizations do, The said centers may be staffed and supervised by 

a new public (not-far-profit) agency; or administered in 

conjunction 'with exiting bodies such as the YMCA; or run by a 

variety of associations, 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 school, and who have not completed school as a 

result. If one could significantly reduce the flow of these women 

int.o 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 hi9h school is 

highlighted by a finding of the Casey Foundation quoted by william 

Galston: 79\ of unmarried high school dropouts are living in 

poverty (compared to 9% of married graduates}. 

Two policy changes, in addition to the approach discussed 

above I 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 federal legislation to arrange for child support 

insurance, including registration of fathers at birth and 

garnishing part of the wages of those who do not pay the child 

support that is due. More is to be gained here than the billions 

that now remain uncollected leading mothers to depend on public 

welfare, such an insurance, especially if widely publicized, will 

encourage young males to act more responsibly I 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 

3 
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encourage the cooperation of the mot;hers, part of the funds 

collected should be turned over to them. 

Second, welfare recipients who aro minors should be required 

to live with their parent (parents). This would decrease the allure 

of independence afforded by AFDC, and encourage parents to urge 

more actively their children to avoid pregnancies. 

Comparison to the two years-training and out approach~ 

The approach set forth here is designed to make welfare 

unattractive and reduce the pool of welfare clients, without 

dumping mothers with children into· the streets. 

Welfare clients who cannot find private sector jobs should be 

required to do community work now. This would make welfare less 

attractive than would the approach currently considered by the 

Clinton Administration, '",hich ca.lls for two years of training ~ 

Also, allowing for a ~ransition out of welfare to community service 

now, if jobs are not available, would spare welfare clients the 

grave disappointment sure to follow if after two years of training 

they are unable to fi~d jobs. In addition, it would save the public 

the billions the Administration would spend on training .. And it 

would "end welfare as we know it" ahead of schedule. 

If there is a shortage of conununity service jobs, welfare 

mothers who have infants (two years or younger) should provide 

childcare for welfare mothers who have older children, thus (a) 

helping reduce the costs of the total program and (b) keeping 

mothers of infants with them. {There is growing evidence that this 
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is very much in the child's, parent's ~nd public's interest.} 

A basic assumption behind the approach favored here is that 

any plan that assumes that a significant portion of welfare clients 

can find private-sector jobs (that will pay enough to keep them off 

of welfare), even after two years of training I is unrealistic. As 

it is there are Borne B.7 million Americans -- 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 foreseeable future. And the result of spending large amounts 

of money to place welfare clients in jobs is likely to be the 

displacement of others I resulting in a higher unemployment rate. 

Also imagine the anger of a working class person driven out of a 

job (or a prospective one) by a government subsidized welfare 

mother, less prepared for the job than the worker is, and 

"pampered" with child care, transportation, and other services not 

available to those merely unernployedw 

Memo By Amitai Etzioni 

Amitai Etzioni is ~ university Professor at The George washington 
University and the director of the Center 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 
their country. 

5 



THE': WHITE HOUSE 

WASHINGTON 

september 17, 1993 

KBHOaANDUK POR BROCB BBBD 

Fro~: Chris Lin 
Subject: Welfare Reform Concerns 

During our most recant 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 
i~diately raised. I.thought th~ i~ortant enough to break 
them out into a separate memo for you. 

1. Policy vs. Politics 

It was brought to my attention that the Welfare Working Group and 
Issue Group leaders were expected to draft options and proposals 
by October. And that decisions and a final proposal to the 
President were to be made by late fall. I realize that strict 
deadlines have never been set; however I am concerned that there 
is an expectation that we churn out the policy before we have 
sufficientl¥ laid the grQundwork for our outreach to the Congress
(especially the Congressional Black and Hispanic Cauouses), to 
adyocaov groyps. and bUsinesses. While the policy is moving
quickly; substantive consultation with groups are moving at a 
slower pace. The advocacy groups and think tanks are being told 
we are "beginning- our dialogue J II while issue groups are preparin-g 
to draft policy documents. We need for policy development and 
political consultation to go hand in hand. My fear is that onoe 
there 1s paper, consultation will be "too little too late." 
Hopefully I'm just jumping the qun on this one. Perhaps I'm not. 

2. Composition of Working Group Members and Steering Committee 

As we move into "Phase 2" we are going to have to answer to the 
question: who is ~king these decisions? My concern springs 
from a comment made by conq. Ford at the esc meQting this weeki 
that the CSC would find it difficult to support policy 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 
meeting, however, it might be helpful for you to address them on 
a higher level from a White House political standpoint •••. 

co: Alexis Herman 



DEPARTMENT OF THE TREASURY 
WASHINGTON 

July 26, 1993 
ASSISTANT SECRETAI'iY 

MEMORANDUM FOR BRUCE REED 

DAVID ELLWOOD 

MARY JOBANE 

Co,Chairs, Working Group on Welfare Reform, 


Family Supporl, and Independence 

From: 	 Alicia Munnell ".\ ~ 

Assistant Secre~for Economic Policy 


Subject: 	 Where We Go from Here: Some Suggestions 

Summary 

The purpose of this memorandum is to follow up on my remarks •••he meeling of 
the Working Group on July 21, In general, the key building blocks of a respectable welfare 
system are in place, pending enactment. or under active consideration 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. coordinating with 
health reform. coordinating with the Administration~s rethinking of housing programs. 
assigning priority to prevention j 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 Ihe Administration's welfare policy Ihan many may think. Consider tbe 
element' of current policy and related proposals Ihe President has already put forward or is 
about to: 

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

tougher child·support enforcement, 

transitional child- and medical-care services for those wbo go to work and lose 
AFDC eligibility, and 

- the JOBS program, providing services designed to qualify welfare recipients for 
decent jobs and to assisl them in gelling hired, 

• 	 A substantially enriched EITC seems likely to emerge from this year's budgel
reconciliation process 10 help make work pay for low-income families. 

• 	 Health care reform should effectively eliminale los> of medical care as a factor 
discouraging welfare recipients from pursuing opportunities to become self-suffi
dent in the job market. 



• 	 The President's has proposed movement toward full funding for Head Start and 
WlC and payment for meals at Head Start centers. 

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

• 	 The Food Stamp Program provides nearly 525 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. 

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

• 	 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 to 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 into 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 to brief the Working 
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 toward 
decisions on policy options. 

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

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

co: Isabel Sawhill 
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TO: 
Bruce Reed 
Domestic Policy 
The White House 
FAX: 456-7739 

FROM: 

Amitai 'Etzioni 
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May 14, 1993 L'NIVEMJrY PftOFrnoJl 

Bruce Reed 
FAX: 456-7739 

Dear Bruce: 

This is to follow our discussion. Attached is a list of people for your 

consideration, A subset of these might be invited for an Informal White House ,dvisofY 

group on rights, responsibilities and welfare reform, For the group to work it Is quite 
nocessary for you to give it a launching brief on wh.t you (or you and others you may 
wish to designate from the Administration) , ... as the issues, Only with such. I.unth 
can the group feel that they would do their work, which they would do as volul1t",·rs, 

not as one more study group but one that will be listened to (although. of course, not 
necessarily heeded) in the highest eirel,,", For the same 'eason I suggest that the first 
meeting take place within you, building if at all possible, 

The Jist Is longer than might be necessary. Some people might well not be Ide;'!1 

for our purpose, Others may not b. able to make it. The list includes Latinos aod 
African Amerians, New OemtlO'll!s and some others, eYen one GOP·l."ning ex perl. We 
did not identiiy an Asian American but would love to have such a person, Ahov. all it 

is n list for discussion. 

Several of the people I worked with before and they know the system from the 

~round up and are most useful. Unfortunately they af. from out of town, The question 
01 travel funds may arise, I am trying to ,.solve it. If you have stlg~estio"s they would 
be appreciated, 

I strongly believe that I could help this group to form a useful set of 

,e<:ommendalions, Let me h••r what you think, 

Sincerely. 

Amitai Etzioni 
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David Ellwood 
William Galston 
elaine Kamarck 
Bruce Reed. 
Isabel Sawhill 

ruM;un,,-----------------------
OUTSIDE 

Gordon ~rJin 
Manpower Demonstration Rcse.l.rch 
Corporation 

Douglas Be&harQv 
American Entel'pl'1se lnstltuLr 

Gary 8llritess 
Drookinif' lnstituUon 

Emuto Cartes Jr. 

TeX..,!> Industrial Areas Foundation.: 

Austin.. Tex~s 


Cushing Dolbwre 
WashIllgton, DC 

Timothy W, Griffith 
Dp.partmlP.nt of Human RP:f;C'l1lrt"P' 
Maryl{lnd 

Alan Houseman 
Center for Law and Social Policy 

A. Sidney Johnson 
American Public Welfare Association 

Michael Laracy 

Department of Human Services 

New Jer,sey 


Sar Le'Vitan 

Center for Social Policy Studi .. 


Will Marshall 

Progressive Pollcy InSlitul. 


Milton Morris 

Joint Center for Political and Economic 

Stuui~ 

Richard P. Nathan 
Rockefeller Coliege, Albany, New York 

Demett. Nightingale 
Urb.1.f\ lnsHtute 

Franklin Raines 
W.uhmgton, DC 

Stanford Ross 
Arnold" Porter 

Audrey Rowe 
Oepartmi"nt of rn('omt" M"inti'lit'lf'nt"t' 
ConnetUCUl 

Kelly Thomp<on 
American Publi<: WeUafe Assod.'HIOI*t 

http:Dp.partmlP.nt
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June 7, 1993 

k·T,,,,, !~",,,.,.,,,.t h" 

'I bmw<> k II~\!,J,. 

,.I>_;n I'. (:....".'<:U 
'~",I"." .. r....,"........ ~,I, Ms. Carol Rasco""U,,,,:,,..,,," 
';n:c"~,.,,,,,.,,, Assistant to the President for Domestic Policy 
'l.k"lm II- ';hu,,<).J,. 
1"1><,,, S" ....tll.ol ••<1 Executive Office of the President 
I "",I;..",f""' 

r"h<> I.. ':h·,,~<o.~ The White House 

11d;",,,,,I, "'~I.~""'" 


'1,.... "..11<,0 .." 1600 Pennsylvania Avenue, N,W, 
,-""",., ,>".',,,.',. 

Washington, D,c' 20500" ...... 'h';.1>",'.. 
1',;"" \\,,,,,,,,,"... 

W ........"nduolli 

.,.\1'1\: Dear Ms, Rasco:l<",,,,,H,';,,...m,,,, 
;.:,.,. he""",\I«h.I\:.~'" t",·. 

"~~jh.""... 
Ij.."",~lm,.,,,,,,~,,,,i I am delighted to provide you with the enclosed paper, A Business Approach to 
j,.,ic...,. ...... he. 

.kh~J. IkiJ,,,'k Welfare Reform • 
),.1".........",.. ,. 

W.~I_~<I H. U..... 
\"O.'~·'I....'"'" This paper describes some of the issues in our current system of public welfare. Ilonjom,.. II,~,•• 
:o.'.\,\CI' outlines the social and economic costs of this system, and suggests a framework for 
["''',,. ';'''1'''''"''' the business community's involvement in its refoon, It does not attempt to answer 
r;.'J' JD"".W1 
E ... rkn.... S .. ",••lj"h the many questions sure to be discussed during tile debate on welfare refonn. 
..;,.""'"~~"""'."" 
IIt<mJ"U~ Nonetheless, the paper raises the issues business believes are essenlial to welfare
,*.... »1.,'" ~"'.""c 

';I..... I!.J"~... reform efforts and discusses how those issues should be addressed. Fundamentally, 
Jod"~ h","u.hk, k, 

the paper proposes the need for a business approach to welfare refonn, because,:"""". ,"".", ""It 
I .... \;." ... I.~,\w< ",.... I, there can be no comprehensive attempt at refonn without employer involvement. 
" ...d \1, I ..... '"'K"",,,..,.'·..,,d.,.,,',,..!.,!,! , 
\1.....,1"' ..., 1M,,, ll, For the past twenty-five years. the National Alliance of Business has worked with.'0',,,,,....1 !',",,,,,,." .\..."'... ~'" 
P.'~M". '''010 business and all levels of government to help citizens with special prohlems obtain 
,;".",'L. , 

J,'~.-II J.( ,,,,n II, ':.1'" training and jobs. In this, its 25th Anniversary year, the National Alliance of 

:-""",,",1 (:..,1,,,·,, ·f I'~' 
IH.,l \I,'m••". :",. Business is rededicating itself to serving as the nation's catalyst for building an 
I"<h.'~! .. ~~....II" 
,\,,11•••\ ,"'...... II w. internationally competitive workforce. This mission includes all Americans because 
>.__..1.:,:>1,001< 

we cannot afford to lose the productive talents of any citizen.
'~'"''I''''' "H'''. ,... 
C'W','" " 

;"Irn H. !"'. 

I;'" 1\1 (~."""'" I.~""P'''' CentraJ to Ihis mission) are the Alliance's efforts to jmprove local welfare~to-work 


! '.e I'" ""~ I :""NcI;', programs and. thereby. our nation's welfare system. NAB comes to this discussion 
;!".o.. ,:,P".... ,,'.J•. 
'.le!,: ",h""~, "." ..~"" as the only organization representing the role of business in welfare-to-work 
Itkn.nl r,~, 1"..1«" 
I',ol","'fi' I.,~I>< 1 ' ..""""'" programs. Much of the Alliance1s involvement has been aimed at increasing 
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Since August 1990. NAB has been the prime contractor to the U.S. DepattmeO(, of Health 
and Human Services, Labor and Education for the development and delivery of training and 
t""hnie.1 assistance to state and local Job Opportunities and Ba,ic Skills Training (JOBS) 
program operators. This contract bas given NAB hand.s~on experience tn implementing 
welfare-to-work programs at the national. state, and local level. Additionally, through its 
field offices) the Alliance bas also been involved in numerous welfare~to-work projects that 
entail providing technical assistance to states, Clearly. the Alliance has a great deal of first
hand experience which it will contribute to the formulation of any welfare reform proposal. 

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

Sincerely, 

illiam H, Kolherg 
President 
National AUiance of Business 
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A BUSTh"ESS 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 1930" Aid to Families with Dependent Children is no 
longer suited to social conditions of the 1990" Congress took a 
major step toward reforming the welfare system with passage of 
the Family Suppon Act in 1988, Even $C, welfare refonn 
continues to remain high on the public policy agenda. 

Growing dissatisfaction with the system prompted President 
Clinton'S campaign pledge to "end welfare as we know it." To 
fulfill this pledge, the President has outlined several principles 
that will guide his welfare refonn proposal. He would impose 
time limits on the receipt of benefits I expand the Eamed Income 
Tax Credit. toughen child support. and increase education and 
training opportunities for welfare redpients, 

A comprehensive reform of the welfare system will require a 
concerted of ron by, and the active involvement of, both the 
public and private sector, Because a strengthened and expanded 
welfare-to-work program is widely recognized as crucial to 
reform. the business community must playa critical role in this 
effort, As a business-led organization involved in welfare-to
work programs nationwide, the National AUiance 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 

involvemem in its reform. It does not attempt to answer the 
many questions sure to be discussed during the debate on 
welfare refonn, Nonetheless. the paper raises the issues 
business believes are essential to welfare refonn efforts and 
discusses how those issues should he addressed, Fundamentally, 
NAB proposes [he need for a business approach to welfare 
reform because we believe there can be no comprehensive 
attempt at refum or any expectation of its success without 
employer involvement. 
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Background 


This approach to welfare refonn recognizes that any new or 
rcfooned system must be finniy TOOted in and connected 10 the 
local labor market. Any system of public assistance that is not 
inextricably bound to local economic conditions and labor needs 
wiH face significant barriers in helping to move its participanls 
to productive employmem and self~sufficiency. 

Refonning the welfare system wiU be a large and complicated 
undertaking. It wiH require addressing issues not only specific 
[0 welfare but also related [0 child care, health care. 
transportation. housing, job [raining and education. But if a 
refonned welfare system does not have at its core assimilating 
welfare participants into the workforce. it will achieve only 
limited success. American business should take part in the 
welfare reform debate to ensure that the redesigned system 
encourages work and assists participants in becoming productive 
members of our society. 

A brief scan of the current pubUc welfare system reveals four 
major weaknesses. First, welfare does not reinforce values most 
Americans believe are important: work, family. individual 
responsibility, and self-sufficiency. Welfare rules penalize 
savings. perpetuate dependency, discourage work, and isolate 
redpients. In short, welfare often rewards failure nor success. 

Second. welfare often penalizes marriage and underwrites single 
parenthood. Welfare rules have traditionally imposed a stiff 
"marriage" penalty: women who marry a man with a job usually 
exceed AFDC limits on buusehold income and Ihus 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 
system. Because this money is dispensed Ihrough so many 
separate programs and delivery systems with their own rules and 
regUlations, much of it is swallowed up by an ever expanding 
bureaucracy for delivering social services. and never reaches the 
poor. 

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

replete with rules and regulations that have the effect of 
disoournging 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 considere<i, welfare often offers a more stable 
income than work. 

The costs of maintaining the current system must, then, be 
measured in both economic and social terms. Currently. 
Washington spends about $150 billion a year on 75 means-tested 
programs for the poor. In addition, the indirect costs, in the 
fonn of higher taxes to pay for remedial education, emergency 
medica! care, drug treatment, homeless shelters. police. COUrts. 

prisons. etc. are an increasing burden on the economy and on 
our society, 

Even more significant. however, are the costs of losing the 
productive capacity of a large number of our citizens. This is a 
loss of the productive potentia! of millions of cilizens who 
cannot. for lack of education andlor skills, compete in a global 
economy. Nor can these costs be measured simply in economic 
tenns. The costs of continuing with the current system will 
drain our country of im}Xlrtant human resources wen into the 
21 Sl century. 

A general consensus has been formed that there are deep 
structural flaws in our public welfare system as it currently 
operates. A closer look at common attitudes about welfare. 
however. reveals two general and distinct points of view 
regarding welfare recipients. Recent studies have shown that 
people genetally view welfare recipients in one of two ways: as 
long~tenn, or "career," welfare redpients and as temporary, or 
"transitionaL" recipients. A focus group study done in 
California discovered that perceptions of welfare recipients 
generally determined attitudes aboul Ihe syslem as a whole. 
Those who feIt that most welfare recipients were long-tenn 
dependents of Ihe system generaUy had more negative 
impressions than those who felt most welfare recipients were 
temporary panicipants, The significance of these findings is 
that while many people express general dissatisfaction with our 
welfare system, what is most objectionable is the Jong-tenn 
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dependency it allows and. at times, encourages. Thus any 
significant attempt at welfare refonn must seriously address the 
long-tenn dependency that welfare encourages. 

Welfare refonn is certain to remain high on the public policy 
agenda as several refonn proposals are being discussed andlor 
considered. President Clinton campaigned on the promise to 

"end welfare as we know it." Legislation has not yet been 
introduced. but the Pn!sident has indi""ted the following 
principles will guide development of his welfare refonn plan. 

• First, welfare should be a SKond chance not a way of 
life. Under tbe CHnton plan, most recipients would have 
two years after they completed a training program before 
they would be asked to take a job either in the private 
sector or in public service, The President would 
guarantee that welfare recipients do not lose their access 
to health care and child care by moving into the 
workforce, 

• Sec.:ond. every American who works fun~time with a 
child in the home should not live in poverty. The 
centerpiece of this proposal is an expansion of the 
Earned Income Tax Credit (BITC). The BITC is a tax 
credit for worldng families with incomes of less than 
$22.370 and one child living at home. Under the 
Clinton plan the income threshold would be raised and 
the credit would be extended to poor workers who don't 
have children. 

• Third, federal child support enforcement would be 
dramatically toughened. It is estimated that 15 million 
children bave parents who could pay child support but do 
not. The President proposes having states establish 
paternity at the hospital and using the Internal Revenue 
Service to collect unpaid child support. Ifis plan would 
also establish a national databank to track down deadbeat 
parents, 

• Fourth, education and training opportunities for 
welfare recipients would be expanded. This step 
would build on the Family Support Act of 1988, which 
required stales to move a ponion of their welfare 
recipients into training programs and jobs. 
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Business 
Involvement in 
Welfare Reform 

Under the framework of the Clinton pl.n. states would be 
accorded greater flexibiHty to experiment and design their own 
approaches to welfare refonn. The President has promised 10 

approve waivers to states for welfare reform programs that may 
not directly reflect the policies of his Administration, provided 
[hat [here is an honest evaluation of each program. 

It is in the interest of all concerned that the business community 
participate in any refonn discussion so as to guarantee that any 
proposal is premised upon the goal of moving welfare recipiems 
off public assistance and into productive employment. Because 
any earnest attempt at reforming the welfare system will include 
efforts to strengthen and expand successful welfare~to~work 
programs. employers' involvement is critical. Welfare~to~work 
programs lie at the intersection between social service agencies, 
education and training services. and the laoor market. 
Meaningful business involvement can improve program 
efficiency and effectiveness and can sjgnificantly increase the 
chances that program participants wiJI ultimately become 
independent from public assistance. 

Welfare~ur-work programs must be incorporated into our 
national effort to build a world class workforce, At a time 
when all resources of the nation's labor market 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 """'s. They understand 
local lahor market trends that can help to guide program designs 
and training content. Just as business bas a direct interest in 
welfare-to-work programs as a means to building a better 
workforce. so too does the nation need to develop the productive 
capacity of groups previously considered to be outside the 
mainstream 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 economic policy, In shon. 
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A Framework 
for Welfare 
Reform 

Principle 1 

the business community has a slake in the success of welfare-to
work. The problems created by chronic unemployment and 
dependency are well documenred. Because these problems 
demand the use of scarce resources, and because they contribute 
(Q 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-tenn welfare dependency and complex labor phenomena 
are issues too large and important for anyone 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 refonn should be an integral part of the 
effort to develop a comprehensive work/orce 
development system thal is finnly rooted in local 
labor market needs and opportunities. 

If the United States is to remain competitive in world commerce 
in the 21 st 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 characterized by: a common 
point of intake; individualized assessment of clients to detennine 
their service needs; a fonn of case management to see 
participants through the system; and a common system of 
placement that employers could readily access. 

I~I NATIONAL ALLIANCE OF BUSINESS 6 



The lack of available resources at the state level has been a 
barrier to previous welfare rcfoon efforts and to developing 
effective welfare-lo-work programs. Stale budgets, severely 
pinched by the recession, have not been able to provide 
sufficient matching funds to use all of the available federal 
money, A comprehensive and well~coordinated workforce 
development system would increase the probability that adequare 
funding is avaUable at the federal, state, and local level to meet 
the needs of our current and future workforce. 

Another barrier to improved welfare~to~work programs is the 
lack of coordination between different federal and state agencies 
and the programs they administer. The result of this is more 
often than not an incoherent effort between different parts of the 
system that do not work together toward complementary goals, 
Welfare~to-work program administrators have expressed a great 
desire for a more integrated and better coordinated system, 
Legislative changes would be required to correct some of {he 
problems, but with influence of the private sector, a workforce 
development system could accomplish much administratively to 
improve coordination and reduce papenvork. 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 teon these services do not 
seem to Justify their costs. Viewed in the long tem as part of 
an overall effon to build an internationally competitive 
workforce, they are a wise investment in our future. A 
comprehensive workforce development sysrem implemented at 
the slale and local level would serve clients more efficiently. 

The key component of a workforce deveJopment system should 
be a network of business~led Workforce Investment Councils to 
be established in every labor market in the country, The 
Councils would overcome the inefficiency of our current 
fragmenled and frequently duplicative approach to local labor 
market program administration by overseeing the operation of a 
more efficient, integ:ra.ted system of service delivery. In fact, 
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~retated 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 employment. 
Education and training programs would be responsive to local 
economic conditions and participants would be provided training 
appropriate to those conditions. Such a system would allow 
welfare to return to its intended role of providing participants 
with temporary assistance as they prepare to enter or reenter the 
workforce. 

Welfare reform should build on the Family 
Support Act of 1988 to expand education and 
training programs that help welfare recipients 
become job-ready and empwyed. 

In 1988. Congress enacted the Family Support Act (FSA). 
which established a new employment and training program for 
recipients of AFDC called the Job Opportunities and Basic Skills 
Training (JOBS) program. The purpose of lOBS is to assure 
that needy families with children obtain the education. training 
and employment that will help them avoid long·tenn welfare 
dependence. lOBS requires states to set up welfare-to· work 
programs. to fund the programs by matching federal doliars, and 
to compej some welfare recipients to participate in these 
programs. Through these programs. participants receive basic 
and vocational education, job skins 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 afler they complete 
training. 

Perhaps the most significant aspect of lOBS is its emphasis on 
participant responsibility. JOBS stresses tbat welfare recipients 
have an obligation to pursue the oPJX)rtunities and take 
advantage of the activities presented to them. One of the 
shortcomings of the current welfare system is the absence of 
expectations it places on participants. Only by moving towards 
a policy whk:h recognizes and rewards panicipams' efforts to 
help themselves wiH we eliminate the long-lenn nature of public 
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assistance. To thIs end. the President's proposal to impose time 
limits on the receipt of welfare is a step in the right direction. 
However. without continuing and strengthening this emphasis on 
mutual obligation, as require<! under JOBS, time limits will only 
be panially effective. 

The foundation upon which to build welfare refonn is already in 
place. A coordinated, comprehensive welfare system can be 
constructed with refinemenls to the existing structures and can 
become an integral component of the workforce development 
system. JOBS is the culmination of a great deal of welfare 
experience and reflects what programs need, such as design 
flexibility and the encouragement to 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 sllccess in 
an expanded Family Suppon Act and JOBS program lies in their 
emphasis on individualized services and assistance. Many of the' 
education 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 effectively by education and 
training programs. When compared with other students in 
education and training programs~ we)fare recipients have 
generaily 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 wi,h the flexibility necessary to 
address different needs. 

Because of welfare recipients' special needs, states and localities 
have found it necessary to adapt existing education and training 
programs. Many education providers have found that welfare 
redpients 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 locaJ 
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 assessmem process and an array of appropriate services 
that succeed in matching services to the person. The effort needs 
to be expanded to inclnde JOBS panicipants. 
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Principle 3 


Another significant aspect of the JOBS program is its emphasis 
on providing work experience. Many JOBS programs use 
Community Work Experience or Work Suppiementation not as 
ends in themselves but as components of a program designed to 
prepare participants for work. As a component, work 
experience is a way for the participant to make choices about 
potential professions. become accustomed to the job readiness 
skills that a pennanent position requires. and to develop 
additional skills. In addition, the program staff can use work 
experience as an assessment toot of a participant's [raining or 
education needs. 

The Family Support Act of 1988. and specifically the JOBS 
program, lays the groundwork for refonning the welfare system. 
The Acfs emphasis on panicipant responsibility. the imponance 
it places on the provision of employment and training services to 
welfare 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 ben,fos is would provUk against 
the costs it would impose. 

The idea of mandating some type of work experience is 
controversial because it inevitably leads to a debate about public 
service employment. The President has said that under his plan 
after two years welfare recipients would be asked to take a job 
in either the private or public sector. Presumably, those unable 
to find private seetor jobs would be placed in some type of 
public service employment. The questions associated with 
public service employment are too numerous to be discussed 
definitively in this paper. yet it is clear that, however well
designed and well-constructed a public service employment 
program is. it should not be a pennanent alternative to 
unsubsidiz-ed 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 to avoid 
pitfalls 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 participant 
responsibility if imparts. and the skiUs and tmining it provides to 
participants. 

Welfare relonn should preserve the flexibility 
allowed 10 Ihe stales and should enc()umge stale 
experimentation with their own welfan plans. 

The environment for welfare refonn experimentation was 
established by the Family Support Act of 1988 and by the 
federal government'S response to requests from the states for 
waivers. The states have used this flexibility and made major 
changes to their welfare systems. For example. Wisconsin ilas 
been a leader among srates experimenting with welfare refonn. 
Widely known for its Leamfare program, which reduces welfare 
benefits for teenage truancy. Wisconsin has also proposed a 
more aggressive child support collection system than the one 
found in the Family Support Act. 

In Ohio. teen parents receive a bonus in their welfare grant for 
being enrolled in a school program leading to a high school 
diploma or its equivalent and for meeting monthly attendance 
requirements. Maryland has proposed cutting benefits for 
recipients not receiving preventive health care or not keeping 
children in school. New Jersey is experimenting with denying 
benefits to 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 
Vennont and Florida. Vennont was granted a waiver from 
federal rules to proceed with its plan, Florida will submit a 
waiver request shortly. and the Wisconsin legislature 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 leveL 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 to continue should be a key 
component of a refonned welfare system. 
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Principle 5 


A Role for 
Business 

Welfare reform should preserve the safety net for 
children and the disabled. Funhermore. steps 
should be taken to address the root causes of 
paveny and avert welfare dependency before it 
begins. 

The goal of all welfare-te-work programs should be to help 
participants find productive employment and become 
contributing members of our workforce and society. However, 
programs should not be considered to have failed if !!ll 
participants in them do not reach this goal. There wlll still 
remain a segment of the welfare population which wiH have 
great difficulty becoming self~sufflcient. 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 faU. 

Today> the business community is defining its role in public 
policy by seeking greater involvement in school refonn, 
vocational education. dislocated worker training progrnms. job
training for the disadvantaged. school-to-work and youth 
apprenticeship programs. As the business community 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 (:ould be corrected by taking action 
sooner and addressing problems before they occur, 

Although the proposed framework for reform is primarily 
addressed to public-policy makers, there is a distinct but closely 
related role for the business community. As detailed earlier in 
this paper. business has a critical stake in the success of our 
weifare~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 desjgn and impiementation of weifare~towwork 
programs is even greater. 

Businesses can help ease the transition from welfare~to~work by 
adopting VOluntary "family friendly" policie, that recognize the 
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barriers many welfare recipients face in gaining fuH~time 
employment. Many of the hurdles welfare recipients face in 
maintaining productive employment are only indirectly related to 
income, AFDC recipients often have child care. transpona.{ion. 
health care and other needs that prevent them from finding and 
maintaining fuil-time jobs. Recognizing the interrelationship 
between these issues and the welfare refonn debate is a 
necessary first step in constructing a more enlightened welfare 
system. These are issues to be addressed by both the public and 
private sectors. There are. nevertheless. steps rhe business 
community can take voluntarily to remove some of tbe obstacles 
welfare recipients face on their path to seJf~sufficiency, 

Many companies, large and smaU, have begun to adopt policies 
that provide support for employees struggling to halance family, 
health, transportation, and olher concerns. These concerns are 
often what keep welfare recipients from maintaining 
employment. The extent to which businesses can address them 
will be a critical factor in the success of refooned welfare 
system. 

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

At the local level. businesses are often the best predictor of 
labor market trends and needs, Businesses also know the skills 
required of the current and future workforce in their industries. 
The business community can bring this knowledge and 
experience to the development of effective welfare-to-work 
programs, Local private sector leaders can serve an imponant 
role as outside brokers. or barometers. for public programs 
related to employment and training. Very often it is the 
"neutral" business volunteer who mocivates 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 refonn have emerged from state efforts to restructure 
their programs. States will continue to experiment with ideas 
and as such it is at the state level where business can have an 
impact on overall policy direction. Critical to the success of 
programs at this level is the ability to coordinate statewide 
public/private employment and training strategies, 
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Summary and 
Conclusions 

Ar a time of limited public resources. coordination among job 
training and education programs is a critical common sense issue 
for employers, Welfare-te-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 tlte 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 its voice heard as the Administration. the 
Congress and national organizations frame a redesigned welfare 
system, Appropriate issues for the business community to raise 
at the federal level include: increasing incentives for welfare 
recipients to seek and maintain emploj'ment; creating incentives 
for employers to hire welfare redpients~ developing program 
performance evaluation criteria: and simplifying program 
requirements. 

President Clinton has indicated that welfare refonn w1U be 
prominent on the domestic public polley agenda. There is 
nearly universai agreement that the current system has several 
fundamental problems and serves to perpetuate the conditions it 
was designed to correct. The question is no longer whether 
something needs to be done but rather what can be done. 

The business community can help to answer this question by 
advocating policies that have productive emp10yment as [heir 
end results. The issues confronted in moving welfare recipients 
into productive employment are directly related 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 includlng the proper role and responslbiHty of 
federal. state, and local governments. their relationship with the 
business community. the reciprocal obligaHons of those 
receiving public assistance, and the most appropriate way to 
empower those in poverty to take control of their own lives. 

I~I NATIONAL ALLIANCE OF BUSINESS 14 
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MEMORANDtlM 

From: David T. EllwOU<.! 

Re: Delay of the UP Participation Requirements 

Date: May S. 1m 

Enclosed are a set of tallcing poinlS 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 !Cegarlling Two Year Delay 

in Implementation of Unemployed Parent Partkipation Rale> 


The Family Support Act of 1988 requires slates to serve specified percentages of 
the AFDC caseload under the lOBS program. (Each month .\al<:> IlIU'! ""V~ a,l.,.." 
11% of the non-exempted caseload in 1993, 15% in 1994. and 20% in 1995). in addition 
to this overall participation requirement, starting in 1994 there is an additional 
requirement that a small class of caseg..-parents in two parent families with an 
unemployed worker (AFDC-UP)--be served in even higher percentages. In effect this 
creates sub--targ~L:; within the larger targets. As part of meeting their overall participation 
targets of 15% in 1994, states are also expected to serve 40% of the APOC-UP caseload 
each month. 

o 	 The deJay in the UP participation requirements in no way reduces the 
e,,-pettations of states, it only gives them mor'C flcxibility in who they serve. 
States strongly indicated tb.t meeting the sub-tallets 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 stales direct 
the bulk of their JOBS resources to the federaUy mandated groups which lhe law 
currently requires to be served. These include families who have been receiving 
AFOC for al least 3 years and ParelllS under age 24 who have not completed high 
school or limited work experience. This focus is supported by resean::h findings 
showing that these welfare recipients are at greatest risk for long st:lys on welfare. 
Because of the imposition of rules to serve MOe-Up participants in suoh large 
numbers, stu:es would be requited to divert resources away from long te'rm 
recipients to UP cases. who do not have such long stays on welfare. Moreover. 
the orientation of many state protrams would have to be changed causing major 
programmatic changes even as welfare reform is being developed, 

o 	 States are already haVing a oifficult timp. $Elning the innger..tenn single parent 
cases, and states are in tbe best position to decide which clients are better 
served. The rise in caseloads brought on by the re<:ession 'and the requirement> 
that state match Pederat doJlan have put severe burdens on state JOBS programs. 
As a result, many states have been having a hard time effectively serving the more 
disadvantaged ,ine1(", pluf"_'1r Cl\,~lI;. The most recent figures show states have been 
able to draw down only 60% of their JOBS funds. This rule change gives states 
somewhat more flexibility to decide who to serve, but does not reduce the 
numllers who mu,t be SClYed. 
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o 	 The UP program is only a SlllaU part of tbe AFDC case; nationwide (7%). Still. 

in ,orne <tate. with larger UP programs. the high participation reQui:-ements 
would require a major shift in focus and further strain state capacities. 

o 	The AtlmlolsIratJon Is deeply cummltted to the Family Support A~I and I .. It.> 
fotlLS on high participation 00 the part of stales and welfare recipients. Then 
Governor Clinton worked closely with Senator Moynihan on the design and 
development of the Family Support Act. The President regards it as a major 
advance in welfare policy. The administration remains strongly committed to 
tll\p~till~ particjpa:.ion 011 the piU1 of recipients, The goal is to make th'C Act work 
better in light of the experiences of the Stales with the program to date. 

The headline in the New York Times (Delay $aught 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 th~ administration seck to reduce ovcmll participation mquirements 
on 'tates and recipients, The only change is increased flexibility in who gets served, so 
states can serve longer term clients first if they feel that is more appropriate. 
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On behall Of 1118 tJtBtu human .orvtoe dtpGnmtJnI •• t W8f'ti 10 1h""k you 10r 
rocommending 1hlltCone_ dtlay for two y••'" lI1e 4IlV. paIIloIpet)on "". 
requlre",.nt fo' "".·PI"''' t..,,,I.. under tho Job Oml1llnld .. and a_ SI:lIlo 
T,alning proQ",m. We .,., pI_thai tM Ho_ Weya and Mo.n. 
SUllcOmmm•• on HUman Ra,OlJrc.. 6pp1l)1/f(I th4 2-yaar~"'y, and antidpllt. 
that mambl'" 01 the '-11 Ways and 1.4.... commlne. will ulldoll>,and lII. 
Imponano. of thllJ. ar:tion for thalf Dtatee. 

Thil action was FOogmmendod CV APWA's NatIOnal CoonaU of Slale Human 
6QNi<lo Admlnlli,ra'o," at. mUllng In O•••mber, and I .n..... a copy of.tho 
,...olutlOlloooptld at th81 tim,. 

Uke the Cfinton Admlrmt.tlon. th. AJMncan Public Welfat9 AMooIation 1, a 
vO'Y ..rong oupportar ot 111. famlly sVpport ACI ~ 1988, tho JOBS Program, and 
til. ""art1Olng 1llJlI.' lnOIvklual ""d tamlly eoif-llUfficlonoy. Uke you, through til. 
work of Gov.mor CUQInO'tt tuk force, and IIkA President C!lml;Hl in his 
I._hlj> of Jl1. Natk>nRl Gov.rna,..' AIII"'IIII.'~ APWAw...I_n~ 
a(M)eate 011he wettere reform embodIed In tho '088 lopkltlon. 

Tho a-yew 0011'1)' in the AFOC·UP PartlOipallon 1'819 requhttm9nt 10 a 6mall 
change. but a tfllJtal one fOr etafas wrnmitted to meeting tho goa!c of tho Family 
suppOn 1\eI. Tnlsl. ""I. new poshl.n for .toto. to lako. It tho «l% partlclpallon 
rate cominun In 1oroo. matou win be forood to mekA atrueturaJ changes In their 
JOBS pmgrarn .. pI..,. Qro.tor .",phoslS on ",,11< plaoamanta for AFOC-UP 
famfllM. ThiA woulG undefcu1 the lUnd of seine (N"tlglo'parunt houaonotd.c u by te, 
the bUlk ul w$lfare ~nta .. I\o.vo mad•• u rOCQrtild in studies sUCh as thO 
rec.ant report on Catifomhl'u GAIN pmoram by ttle Manpower Demonstration 
RQ"arcm C"...orpomtion. 

http:requlre",.nt
http:Shlll.lA


" 

• 

AllOOatlctl m faaoufoas conttouvo to be .. ~ i$8uo for ate8. au. p~ml!U1tY to 
thO J)f'OiOOgod f80$68lon, ,!at" haY" '."n AFDC CU8!oadI grow by 3~-'not 
July 1089, Tho! amoum. It> MAny $200 million a month In hlQl\O, __ 001II8. Ao 
a Nault Of the fls:c".B;1 ptUaUr8B. many Itata have boon unabfe to fullV ttJM tnllr 
JOBS PftlQram8. Giv<ln conDnuing fleoa! IMIin" and thO _U1ng strong 
oommltmont to the JOSS progra"", oIato...d maxlmum ft••lbIIlly In 
......halling '''.U",,", The 2.year de1l!y In UP p~ raIbtl will hOI!> ow.. 
oontinUfi to atl'O:nOUWl1 their JOBS programeto mMt not just tl'lQ tensr bUt the 
.!lirtl 01 thO Fe",'1y Suppoll ...... 

w. appr6Cl..o your I_...hlp end thai of "'_m ono\Olll. _g t"1I 
chatJ;1e. The JOBS _rem 10 otoarly a _hlp_on th. faderal 
govomment "no otola and _I p"blie wallar_ &gin","", and wo.,. g~1 for 
your appr.aatlon Of tne acmlllMtiUMl168uea iMOlvod. 

Thank you, 

cc; 	 TtHt Hem. Oon-RoIMnkowoki 
Th. H.n, HarOld Ford 
Th. Won. Ro:b4rt Mataul 
Tne Hon. Daniel Petrick MoynlNt.n 
ThO Hen. Bob 001/1 



P.4hf 

• 

U6 ....11y 8UN\e>ft ACt or 1I&a ~.tC'U 1:bat .t:.t.. 
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th."o i. no 0JIIPh:1oal 6vldanc:. that. hi,fJb ptltt.iQl.potlon 
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pal~lclpanta; And 

,Ln Qrder to laOQt· t15a•• rau. .tat-•• .,111 bII~ t.o 
fllrulaontU.LY abUt the :t:6JK[tUrOCU' aM tOCUG th. 
411"e:ct1on of the .:rotS provro rot A,OC r.c1plcntll to
••rv. AfDC-UP pa~.nt., an4 ' 

there arQ ~ontlLot!n, ~ tneo.patibl. requ1reaonc. ro~ 
t.rv01! troup Gwpan41tur•• , the ov...U ,.S"tloipat1o.n 
rate f<aqUlrQ.4mt tar JOU and tha p6'tt101J&tion rata 
for AVOC-UP ~t vill .... it 1~a1~10 lo~ .tatea to 
~ntln~. t~ rOQ&!~ .~.ne.d tun41~J 

ftD.IPOU sa IT a,uorNJCD ~.t the National cQ\lnOll ot Stat_ J:t\Dwkn 
Serv100 Adatnlvt~.tor.. .&eX lat101atlon tor A ~r.~oriua on 
implamantat10n at tb,f,'I M'OQH31" "l't1elp.~1.an reU requ.i.4o..nt•• 
Tho .or.to~l~ .honld ra.ain 1ft erteet until l.,t.latlon
tabodyinq rr••i4.nt-.loot cllnto~'. veltare plan can ~ enacte4 
tm6 l.,l...nt.cll and 

u. rt IUId'IlD lUIBDLVBD th.~ Al1fA prollpur ooaau.n.!.at.. the 
concern. Gt atate_ related to th... i • .u.. to th. new 
Qd.ln~str.t1cn and its ttane1tlon team. 

Mopte<l II)' u.. If.U_l _U <If _tAl -.. -..1_ 
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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: 

ruck Leacll passed on your greetings to me. Congratulations to you on your 
appointment to serve In the V..-hite House. 

From my conversations v.ith Jeremy Ben-Ami at the transition office. I unde!'!!tand 
that tbe Administration is interested in follov.iog through on the Individual Development 
Account Demonstration and microenterprise proposais that the President talked about 
during the campaign. That is great news to e.l1 of us. 

I am writing Wlet you know that the experts that Tony Hall and I worked with
Michael Sherraden, Bob Friedman, and Kathy Keeley-in developing our legislation will be 
in town on February 16, and the five of us would like to meet with you to discus. the various 
dimensions of the proposals (legislative strategy. cost, current Slate initiatives, timing, etc.). 
I bave enclosed sunttnarles of our bills (H.R. 455 and H.R. 456) for your review . . 

We are all very interested in working v.ith you and others at the White House on 
tbese and other poverty alleviation ideas. Please call mo at the Select Committee on 
Hooger at 226-5470 if you would like to get together on the 16th. Of cou!'!!e, if that day is 
not good, Tony Hall and I could meet with you on another day. 

Best of luck in your new job. I look forward to hearing from you. 

Sin~", o. J,c... /iY'(l'"fl\..1AJ c 
Ramon .:"'~ara, Jr. 
ProfeSSional Staff Member 
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Tony P. Hall. UC. 

Mlcroenterptlse and Asset ne...lopment Act, 

Mr. Speaker. As Cbairman of the House Select Committee on Hunaer. I am pleased 
to introduce the Microenterprise and 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 bener place to live. I am pleased to introduce this legislation 
with my eolleagues Fred Grandy, Cardin Coillru, and Hunaer Committee RankIng Minority 
Member Bill Emerson. 

It should be noted that this proposal was passed by both the House and Senate last 
year as pan of H.R. 11 (The Revenue Act of 1991), but was vetoed by the President. I am 
pleased to repon that Pr.sidect-elect Clinton has voiced his support for this proposal. 

This bill is the first of two 'asset-devel.,pment for the poor" proposals I am 
introducing loday. The thrust of this legislation is to remove the restrictions on asset· 
ll.cumulation by the poor, The idea behind the other blll··the Individual Development 
Account Demonstration Act-is to subsidize asset accumulation for the poor. just as the 
Federal Government does for the non-poor, 

Federal anti-poverty policy, Mr. Speaker, should support asset·building activities, not 
penalize them. Because of the $1,000 assetllmit ill AFDC, we are telling the poor tbat they 
cannot save for their children's education, that they cannot start their own business, or that 
they should sen everythlng they have just to get some tempotl!J}' assistance. This traps 
people on welfare--wbich is both morally wrong and economically foolish. 

The bill has two parts, both effective October 1. 1993. Th. [Int·-Disregard of 
Income and Resources Designated for Education, Training. and Employment-allows 

. recipients of AFDC to save up to SlO,OOO in qualified asset accounts (IRA!. escrow 
accountS. saving bonds, etc.) that can be used only for; (1) education and training; (1) the 
improvement of employability (such as throujjh the purchase of an automobile); (3) the 
purchase of a home; .and (4) a change of the family residence. The bill also requires the 
SecretllIY of Health and Human Resources to repon to the Congress on tbe need to revise 
the asset limit (presently $1,500) on automobiles, 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 reoipients of AFDC 10 II<:cumul.le up to $10,000 of the net worth (assets reduced by 
liabilities) of a microenterprise (a commercial enterprise which has 5 or fewer employees, 
one or more of whom owns the enterprise). The bill also states that the net profits <sross 
business receipts minus expenses relating to loan repayments, transportation, inventory, 
capital equipment, taxes. insurance, and amounts reinvested in the business) of a 

http:II<:cumul.le
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mieroenterprise shall be taken into consideration .in determining income eligibility. Both 
the net worth and net proDt prOllisioll$ are applicable for a period of time not to exceed \Wo 
years. Finally, the bill stipulates th.t if at least three percent of the State'S adult AFDC 
population participate in mieroeilleprise activiti... then microentetprise training (business 
eouD&eling, marketing advice, belp with securing loans. ete.) .ball be offered through tbe 
JOBS Program; if participation Is less than three percent, then the State bu the option of 
offering such training. 

It is crucial, Mr. Speaker, that we allow the poor to receive assistance ~ they are 
building up the assets they need to ntalce it on their own--. small business, job training, 
education, and a safe place to live. I urge my colleagues to support this Important 
legislatiOn. 
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Tony P. Hall, M.e. 

Individual Development Account OemollStr&t!on Act 

Mr. Speaker, As Chairman of the House Sel«l Committee on Hunger, I am pleased 
to introduce tbe Individual Development Account Demonstration Act. This legislation 
authorizes the Tre3llury Department to implement a five·year demonstration project that 
would provide incentives to a person with limited resources to a_mulat. enough savings 
10: (1) buy his Or her first bome; (2) go to coUege or receive long-!ermjob training; (3) stan 
II. small business; or (4) set aside funds for retirement. I am pleased to introduce this 
legislation with the Hunger COmmittee Ranking Minority Member, Bill Emerson. 

1 am also pleased to report that President·elect C)jl1ton supports this proposal. 

This bill is the second of twO "asset-development for the poor" proposals I am 
introducil18 today. While the thrust of the firsl bill··the Microenterpme and Asset 
Developmem Act·-Is to remo.e Ibe restrictioru; on asset·accumulatiOl1 by the poor, the idea 
behind the Individual Developmenl Account Demonstration Act Is to subsidize asset 
a_mulation for the poor, just as the Federal Govermnent does for the non·poor. 

Mr. Speaker, America needs a new way of thinking about welfare. Traditional public 
assistance programs In America··wbich provide crlti~aIly needed food, cash, health care and 
housing asslstanoc··are bumane and justifiable, and these imponant programs should be 
improved and expanded. But while such programs have sustained mUlIons of low.income 
persons, 100 rarely have they made them strong. As. result, mosllow·incomc Americans 
remain in poverty, which is a. drain on the nation, a loss of human resources, and an assault 
on human dignity. 

Poverty rales remain high and welfare dependency continues, in part, because current 
welfare theory bas taken for granted thaI a cortain level of income or consumption is 
necessary for one's economic well·being. Howe••r, very few people manage to speru:! or 
consume their way out of poverty. Economic well.being does not come through spending 
or consumption; rather, it is achieved throuJh savings, investment, and acoumulation of 
assets, for assets can; improve economic stability, connect people with a viable, hopeful 
future, and improve the welfare of offspring. ' 

The Federal government spends more than S100 billion per year to provide middle
and upper.income persons many incentives to accumulate savings and assets (e.g., home 
mortgage interest deductions and tax deductions for retirement pension accounl.), but such 
inunti... and beI1efits are beyond the teacb of most low-income persons. Indeed, under 
current welfare polides, poor families mllSt deplete most of their assets before qualifying 
for public assistance: 

http:BY:S.I.et
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Federal anti-poverty policy should therefore, Mr. Speaker, promote, not penalize. 
wet a=mulation for the poor. I urge my colleagues 10 suppon this imponantlegislation. 

For the benefit of my colleagues. I have included. SUIlUl1&ry of tbe major provisions 
of the demonstration. 

SUMMARY OF THE 
INDMDT.iAL DEVELOPMENT ACC01J1lo'T DEMONSTRATION ACT 

Purpose. Demonstration projects (conducted by private, non- and for-profit 
organizetlons),.;u be established to determine; (1) the so~ psycholOgical. and econolllic 
effeClS of providing individuals with limited means an opportunity to accumulate assets and; 
(2) Ibe extent to which asset-based welfare pollcy may be used to enable individuals with 
low Income to achieve econolllic self.sufficieftcy. I 

. Applications. Grants shall be awarded on a competitive basis. Successful applicants 
;';11 have received financial commitments from the State and private entitles to cony out the 
project and will have demonstrated, in the judgment of the Secretaf)', an ability to: (1) assist 
~clpants in achieving self-sufficiency through the establishment and use of IDAs and; (2) 
responsibly admillister the project. Applications must be submltted no later than April 1, 
1994. Approval wIIl·be no later than June I, 1994, with the projects beginnlng on July 1 of 
Ihat year. . 
, 

IDA Reserve Fund. Each project participating in the demonstration would establish 
ljn IDA Reserve Fund which consists of Federal, State, local, corporate, and private 
~ntrlbutions as well as any funds originating from': non.cesignated USe of anlDA. From 
lb. Reserve 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 a 
member of a household whose ineome is not more than 200 percent of the Federal poverty 
threshold and whose net worth is not more than $20,000. Net worth is defined as the sum 
~f the market value of assets owned by every member of the household IlIinus liabilities 
owed by the household. Net worth (for purposes of this demonstration) excludes the first 
~35,OOO of home equity, equity in a vehicle, and equity in personal items (furniture, clothing. 
and jewelry). . 

Asset Tests In Other Program •. Funds in an.IDA account (which are by definition 
restricted) shall be disregarded In determining eligibility for all means-tested public. ,
IISslStanee programs. . 

. Ceneral Oversight. 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 amounts in IDAs and IDA Reserve Funds. , 
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Evaluadon. An independent rese<U'ch organization shall evaluate the demonstration 
projeClS. individually and as a whole. The research firm will be sele<:ted by the panel. 

, 
Authorization orAppropriations. Not marc than $100.000.000 lor eaoh of the fiscal 

years 1994 - 1998 are authorized to be appropriated to earlY out the project. 

DelIIIltlon ot IDA. An Individual Development Account (IDA) is an optional, 
earnings-bearing, tax-benefitted account in the name of one penon. An IDA would be held 
in a licensed, Federaliy-iruured financial institution_ AmOWltS in an IDA ean be withdrawn 
without penalty only for the following designated purposes: (1) flrst-bome purchase; (2) post
secondary education· (conege\long-term training); (3) business development and; (4) 
retirement. An IDA ~ also be transferred without penalty to one'••pouse or dependent 
for tbe same uses. 

Contributions and Tax·BellenlB_ There is no limit on the amount of funds tbet may 
be deposited into an IDA. and deposits may come fi:om a veri"ty of Soutces. The amount 
allowable as a tax deduction for amounts paid into an IDA. however, !bali not exceed $2.000 
per year (indexed for inflation), and sball be permitted for only the person in wbose namll 
the account has been established. (Married persoru filing Jointly could each take 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. Amount, 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 direotly to the 
ill$titutiOll providing the designated ,e!vice (e,g., to the mongase provider for first-bome 
purchase, to the university for post-secondary education), Withdrawals for any non
designated use (except in the case of death or disability) would: (I) trigger a 10 percent 
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 Subsidie., In order to stimulate savings of about $2,000 per year per person 
for any of tbe designated purposes. deposits inlO an IDA would be matched in accordance 
wilh the table belo~.. All matching amounts would be deposited directly into an IDA and 
would come from an' IDA Reserve Fund established by the ptoject participating in the 
demonstration. '., 

Income~· Matcbing Ratio Maximum Match 

SO% or less 9 to I (900%) $1.800 
51% to'85% 5 to 1 (500%) $1,650 
86% to 125% 2 to 1 (200%) $1,400 
126% to 160% I to 2 ( 50%) $ 700 
161% to, 200% 1 to 5 ( 20%) $ 350 

•• Income of the individual as a percentage of the Federal poverty threshold_ 
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3/10/93 
Gordon Hodgson 

Mr. Bruce N. Reed 
Deputy AssiBtant for Domestic Policy 

Forwarded for your information 
and possible interest and support, 

Very respectfully. 
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GoRDON S, HODGSON 
P,O, BOX 2136 

fAl~S CHURCH, '/laGiNIA 12041 

7Q3/141-3780
March 9 1 1993 

The President 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500-0002 

Dear Mr. President: 

You have requested that citizens submit cost-effective 
suggestions to help solve domestic inner city problems. This 
proposal focuses on some of the military bases being considered 
for sale. Granted they can be sold to wealthy land developers 
who will most likely bulldoze and convert the~ into beautiful 
country club complexes but that will be a national tragedy. A 
unique window of opportunity exists now to convert selected bases 
into training and rehabilitation centers for the disadvantaged. 
This could be developed and financed within a framework of II Adopt 
a Base*' corporate and individual fundraising and pro bono 
volunteer support. It could also be related in part to your 
National Service pr<:igrarn. 

The bases would be designated MEAD Training centers (MTC). 
The acronym M.E.A.D. stands for Motivation, Education, Attitude 
and Discipline. M.E.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 f 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. My education/employment background summary is 
enclosed. Three pra9matic qualifications are highlightsd for 
your consideration: (1) I was raised in inner city L.A. during 
the depression years when there was no welfarei (2) I served in 
the Navy for thirty years which included a tour as Commanding 
Officer of the aircraft carrier, Franklin D. Roosevelt, so I'm 
familiar with military bases and the outstanding training of 
personnel based on MEAD principles; (3) lowe 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 
interest or response. 11m trying again because you seem to have 
assigned a higher priority to these domestic problens. 

Re~~l'!.?HUllbI I '" 
./ . //7$;; ~<' -'C..... 

"- .,'"
Gordon S. HOdN'sonv' 

GSH;sdw 

Enclosures 
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Gordon S. Hodgson 
P. O. Box 2136 
Falls Church, VA 22042 

Ph. 703/241-3780 

EDUCATION AND CAREER HIGHLIGHTS 

EDlJCATION: 

University of california B.A., Economics 
Stanford University M.A., Education 
George Washington University M.A., International Affairs 
Navy Postgraduate school 
Naval War College 
National War College 
Two Honorary Doctorates in Literature and Science 

EXPERIENCE: 

NAVY: SEA DUT¥: 

h 	 Jet Attack Squadron and Air Wing Commands on aircraft 
carriers in Pacific and Atlantic 

2. 	 Commanding Officer, USS. Franklin D. Roosevelt, Aircraft 
carrier 

SHORE DUTY: 

1. 	 Director l Naval Aviation Personnel, Requirements/ and 
Training 

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

CIVILIAN: 

BUSINESS: president, Wendell Phillips Oil Company 

ARCHEOLOGY: 	 Executive Director/Trustee, American Foundation for 
the study of Man 

WRITINGS: 

- Guiding Men as Well as Missiles 
- Peacetime Peril at Sea 
- Role of National Defense in a Strategy for Peace 
- Worldwide Energy Problems and National security 
- u. S. Naval Institute Annual Essay Contest, A\'iard Winner I 

1965 and 1967 

- Freedoms Foundation f Award Winner, 1967 


- 'Member r U.S. Junior Davis Cup team 
- Navy Winner, Pacific Fleet, Atlantic Fleet, Worldwide Seniors, 

singles and doubles 



MEAD TRAINitlG 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 Training Centers (MTC). 

The MTC will provide academic education, training, job 

skills and apprenticeship progra~s for the unemployed with 

emphasis on disadvantaged youth without regard to race, creed or 

color. The acronym M.E.A.D. stands for Motivation, Education, 

Attitude I and Discipline. It encompasses Work Ethic, Self 

Esteem,. and Traditional Values. M. E. A.D. is the centerpiece of 

this proposal and the vital missing element in most education and 
social welfare programs. Unlike many inner city public schools, 

MTC education guidelines rejuvenate and augment the three R;s 
with Rigid Rules and Respect. The essence of Mead Training 

centers is derived from successful military training programs, 

especially the Marine Corps I!boot campll. 

Selected bases can also provide facilities for Day Care and 

Head Start, as well as provide rehabilitation and aid for 

juvenile offenders, the homeless and the eldecly--in sum, all age 
groups living in poverty situations. Entrance to this program 

should be on a voluntary basis for all tho'se '''ho want the 

opportunity to succeed in the main stream of our society. It 

focuses on self improvement and empowerment projects. 

Many of these programs have been implemented on a piecemeal 

basis but the need 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 closing a large number of federally 

owned military bases. They will then probably be sold to wealthy 

developers who will convert many of them into housing and golf 

course complexes a la post World War II. They will proceed to 

bulldoze the outstanding training facilities, base housing and 

barracks, administrative office buildings, medical/dental 

departments, and extensive security systems. What a monumental 

waste: of invaluable assets owned by we the people, the taxpayers. 
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Instead, selective bases should be dedicated to implementing 

academic education and blue collar apprentice training programs; 

and helping other disadvantaged groups escape from inner city 

poverty, crime; drugs, and general hopelessness. For example, 

the bases have the facilities to house and feed and rehabilitate 

the thousands of homeless t one third of whom are children. Isn't 

that more cost effective than county welfare agencies renting 

motel rooms in the ghetto areas for $2~OOO a month? The same 

cost-effectiveness applies to Head Start. Day Care Centers, the 

unskilled and unemployed, and juvenile school dropouts and 
delinquents. 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 techniques. 

Most of these teenagers, boys and girls and unwed mothers, 

are not going to make it in the inner city environment no matter 

how much money the government invests in their welfare, training 

and summer jobs programs. LOOK at the record for the past thirty 

years. Hundreds of billions have been spent to improve the 

underclass but the bottom lines have been mostly negative--more 

unskilled, unemployed dropouts and homelessj more crime, drugs, 

poverty and hopelessness. It's like planting good grass and 

flower seeds in a bad soil environment. The results are mostly 

weeds. But, if you prepare the soil properly, the results can be 

analogous to the Miracle Gra advertisements. 

This is not just theory talk like you often hear at seminars 

and conferences. For example, a high percentage of our military 

enlisted personnel were raised in inner city areas and many were 

high school dropouts with no skills and facing a bleak and 

troubled future. But after several months of a rigorous boot 

camp and a hard nosed 24 hours a day nilitary discipline and 

training environment, their attitude and motivation changes 

dramatically. They are then ready and able to 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 wooen in 

our history. 
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We now have a unique opportunity to change the base training 

~issions from fighting wars overseas to solving underclass 

domestic problems at home. Instead of training cobrses to turn 

out. Gunner's Mates, we can establish prep schools and 'Ihands ontl 

apprenticeship courses, inter alia, in carpentry, electronics, 

plumb'ing, landscaping, and infrastructure skills. 

This plan calls for minimum govern~ent cost. Most of ~he 

military bases planned for closure are still operational. It can 

be a tUrn key operation. There are modern training! housing, 

medical, athletic and security facilities in place now. 'rrainees 

can provide base maintenance and other services as part of their 

apprenticeship programs. Instructors and supervisors can be 

recruited on a voluntary basis from retired military 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 roots are inner city. The main source of 

dollar and in kind contributions can be solicited from regional 

area large corporations who would have a major stake in hiring 

highly skilled, educated and motivated M.E.A.D. graduates. 'rhey 

are in short supply today and the curve is sloping downward. 

Some of the MTC's could be classified as prep Schools for 

specialized skills. For example, the Naval Air Station f Moffett 

Field, is located in the heart of Silicon Valley. This base 

could tie tladopted fl and financed by local computer and biotech 

companies such as Apple, Microsoft, and Hewlett-Packard. They 

would furnish instructors and the curriculum to include a balance 

of academic and "hands ontl apprentice experience in computer 

science and biotechnology. They would also be a natural source 

to provide jobs to successful MEAD graduates. 

A special dividend of the MTC is related to national 

defense. The Cold War is over but that does not mean we 

shouldnlt keep our guard up and our powder dry. With the 

immediate availability of MEAD personnel! especially the retired 

military volunteers t the MTC's could be converted back rapidly to 

meet crisis and war mobilization requirements. 
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Another dividend could be the emergency availability of 

especially trained MTC personnel for man made or natural 

catastrophes such as the L.A. riots and Hurricane Andrew. 

The criteria for base selection should depend on factors 

such as MTe adaptability I community support and, of primary 

importance, cost-effectiveness and financing~ Ninety per cent of 

the funding should come from corporate, foundation and individual 

dollar and pro bono contributions. Within tho framework of 

I1Adopt a Base" programs, this assumes a personal interest and 

involvement from all concerned. For example, take the March Air 

Force SAC Base near Los Angeles. It ~ight include Atlantic 

Richfield and other FortUne 500 corporations in southern 

California; military, defense, and teacher retirees living near 

the base~ the professional sports teams in the areai and 

successful individual athletes, doctors, lawyers I and merchant 

chiefs who were raised in L.A.~s inner city. 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 be complex 

and time oonsuming if implemented by the private volunteer 

sector. You CQuid begin by recruiting the services of three 

recently retired superstars in Business, Education, and the 

Military. They can take it from there to bring in their own team 

of volunteer assistants and establish an MTC network and action 

plan. At the other end of the spectrum, with a green light from 

Secretary of Defense, Les Aspin, closure,bases should start now 

to develop their own grass roots "Adopt A Base" fundraising MTC 

plan and cost analysis. The working committees should include 

local and regional government and private sector representatives, 

e.g., ARea for March AFB/ and Johnson & Johnson for McGuire AFB 

in New Jersey. 

The Fortune 500 Club is well aware that it is in their self

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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