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!'IE: state data on AFoctFS 

,
and I'missed each other's phone calls yesterday. 

me 1MB had obtained a moael that CBO has been usinq and 
l<>old.ng it over. 

pretty satisfied with the structure of my little spreadsheet 
m~~~t~~n~(:B.ased on a admini&trative data about first-time 
a and total caseload, and Donna Pavetti's Gxit and return 

l;Jsnerates a steady state case-load of about the right 
Assuming about the same exemption and participation 

par~I.~1~el's ASPE has been using; a two-year transition periog
(1 haven't moaeled the balf-time 

year of work is just the AFOC 
cos. of CWEP estimate. 

I 

Th~el several big uncertainties about the estimate at this 
stoige.i Tile housing VOuchers really need to be done 
st~te~by-state. At this point a national vouoller is in the model. 
The half~time minimum wage may raise the cost. No behavioral 
eftecta are modeled, although they could be easily.

I I
Ma~belmore importantly, implementation would have up-front costs 
because the savings come from the in-kind safety net while the 
co~tslcome f.r:om the transition program and the CWEP. 

. I . 
onith, othar"hand j some other potentially large savers, 
pa~ticularly ending federal matchinq for children with no 
paternity established. are not modeled either. 

, I
!, ,I I . 
I 

I 
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NEW JOBS FIRST 


Job IIJob (+EITC + Training Credits)Supervised 
Job Search (+EITC) 

(3-6 Weeks) ­
~Training or 


Work experience 

(12 to 18 months) 
 Publici Private- Jobs Consortia
Mandatory Job Search (Up to 1 year)
(3 months) 

Childrens Allowance 
- Food StampsRefusals/ 
- Housing VoucherDropouts 
- (25-50% benefit 

reduction, all in 
kind) 
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JOBS PROBLEMS: K, L, and M 

K) end of the time limit for graduates without employment. 

This is substantially different from two other work problems: 

L) ongoing job search and placement efforts at the 
baginning and throughout the two years. 

M) providing a "work for benefits" arrangement as 8 last 
resort to the walking wounded or other who don't cut it in 
the employment and training programs. 

Private Sec~tor Jobs Consortia as a solution 

Jobs Consortia can be a screening mechanism at the end of the two 
years to identify problem K. It provides for i) job offer 
commitments from employers or placement companies using subsidies 
and bounties; and 1i) commitments from recipients to work with a 
guaranteed job offer. 

This is not the sort of arrangement you want to offer before 
the two years (problem L) because it is too expensive, 
administratively cumbersome, and heavy handed. You don't want to 
offer it for the walking wounded (Problem M) because you will 
undermine the employer commitment to the program. You are asking 
the employers to do the dirty work by either firing or keeping 
the walking wounded. 

Other Solu1:ions to Other problems: 

It seemS like the solutions to problems Land M are just 
common sense: Provide good job search earlier on with bounties 
and subsidies if you have $$. Don't expect to guarantee jobs or 
create a major checkpoint before the time limit. Only provide 
PRIVATE SECTOR jobs guarantees as a reward f9r people who live up 
to rigorous expectations. For dropouts, PUBLIC SECTOR job 
guarantees will have to be the checkpoint if at all before 
hitting the bottom line. (Self-initiated volunteer work is nice. 
You CQuld get a letter of reference to help with job search I but 
SELF-INITIATED VOLUNTEER WORK IS NOT ENOUGH TO EARN A GUARANTEED 
JOB IN THe PRIVATE SECTORl! You have to work for benef~ts or do 
well in school to get a real job offer at the end.) 



WRNOTES 
SUMMIT 11.1.93 

EITC/Cbild Care 
-- No open-ended cntiHcment 
-- Revolving loan fund (Weodell) 

-- Train welfare recips to be child care workers (Wendell) 


Job Search 

-- Howard1s sanction: 50% wIno offset in FStHousing for failure to cooperate w/job search 

or turning down/quitting job 


CSE 

-- no minimum monthly payment 

-- CSA demos must include work reqt 
-- no mandated staff floors 

-- Paternity IxmperaHon across gOY! programs: AFDe, housing, child care, and children's tax 

deduction 

-- NCPs should work off their obligations j not be given full time min. wage jobs (Wendell is 

wrong) -- GOP proposal 

-- 100% PIE goal 


Transition 

-- Use existing E&T programs ope" to all (David) 

-- Pcrfonnance incentives for panicipation. placement, yrs on AFDe 

-- Flexible training dollars 

-- Private sector placemenl agencies (David) 

-- combine funding from FS E&T program (Wendcll) 


Time Limit/Jobs Program 

-- 8 hrs/wk of job search during post-transitional job (Howard) 


-- or every 3-4 mos (David) 
-- 10% cap on supervision & admin expenses (Jeremy) 
-- Reduce state match after 2 yrs (David) 
-- NO grace periods 
-- Fired = whole family sanction (Wendell) 
-- We need inventory of job opps (housing projcctsj C.cart, etc) 
-- performance incentives for job placement/creation (Wendell) 
-- SWIM k':pt costs low ($1500/yr) by lelling community agencies supervise; coordinating 
work schedules w/school hrs so no C.carc 

ExemptionslExtensions 
-- no easy out for 4-yr college 
-- % cap? 
-- make the exemptions stale options 
-- NO big loopholes for substance abuse 



-- Sanction FS + AFDC (GOP) 

Phase-in 
~- New applkants, then mothers w/kjds over 6, etc 
-- begin work program in 96 

REGO 
-- Eliminate rules (sec Howard_ 
-- Fraud Elimination Data Base 

-- Mass. Fraud ideas (Wendell): fraud hotlinc 



The F Plan 

l. Consensus areas -­

Social ContraCt: signed by all 

Parental responsibility: no minor cases, paternity mandatory 

Child support enforcement improvements, anti-fraud. 

Working family support: EBT, special treatment for working families on AFDe before and 
after two years, 

Two year transitional program -- As in other plans with the following principles: 

i) Supervised job search in first 3 months for all able bodied. 
This should reduce the enst of the program in budget terms. 

Make the job search component part of an emergency assistance package. 
Encourage preventative job search by waiving the means tests for services. 
Provide income support during the initial job search phase only if necessary. 

il) State flexibility with accountability. . 
Perfonnancc standards and incentives for placement rates, recidivism, and tenure, 
Match rate. decline over time: e,g. 70% for initial job search, 55% up to 3 y'" 
and 30% for four or more yean!. 
Let states choose workforce attachment mudel, education model, or any other as 
long as they are held accountable for success. 

iii) Everyone does something with rew exemptions. 
Exempt for disability or temporary medical condition 
Caring for disabled relative or child under 1 can be a recognized activity if 
performed up to a standard. 
Self-initiated volunteering should be encouraged as a community building 
~Ictivity. 

iv) All new applicants must participate. 
(_load. 

Phase-in schedule needed for current 

v) Exempt those who meet a standard for recent work history from rigorous 
oversight. 
Saves cost of intensive case management for "cyclers, II 

Provides recognition for those who are trying to be independent. 
Access to services such as job search or training allowed, but not mandated. 



vi) 	 Months 21 to 24 should be reselVed for job search. 
Individuals should be notified when their time-limit is about to expire. 

II. 	 I' plan options 

Jobs of last resort 

i) 	 Allow every state or locality to form a board to oversee competition for 
contra<:ts to provide jobs for welfare recipients. Governance board establishes 
the eligibility of each organization to participate hosed on tbeir performance 
record. 

ii) 	 tet recipients choose at the end of three years: e.g. use a placement service, 
take a PSE job for 1 year or take a subsidized private sector job for one year. 
Each locality must provide recipients with at least three choices. 

iii) 	 Money follows AI'DC recipient . . 
iv) Block grant the full year of funding for job or placement to the local board. 

Ultimate safety net 

After 3 ylll: Child allowance, low state match rate 

No child assurance 
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PubliclPrivate Partnerships for Welfare Reform 

Investing in people should pay alT. Not just in an abstract, long-term way, but in 
immediate, bottom-line dollars. 

Federal, state and local governments currently spend billions of taxpayer dollars to 
support families on welfare. We would all be better off--especially the families themselves­
-if these families could support themselves with employment instead of welfare. It makes 
sense for the government at all levels to team up with the private sector, to harness the 
entrepreneurial spirit, and to pull families from welfare to work. It makes sense that the 
reward for saving taxpayers billions of dollars should be a share of the dollars saved--not 
just a good citix.enship button. The federal government could share the financial benefits of 
reduced welfare rolls with state governments, non-profits, profitmaking entrepreneurs and 
even welfare recipients. 

For too long, those who tried hardest to save taxpayer dollars were not rewarded. 
Companies who hired welfare recipients face a complex, paper intensive process to collect 
their tax rebates. States who put in the extra effort to reduce their rolls received no extra 
funds from Washington--despite the fact that the federal government would be the biggest 
winner. Contractors who trained welfare recipients would receive about the same payment 
regardless of whether or not the training led to a job and self-sufficiency. Caseworkers who 
are exceptionally good at helping recipients might be rewarded with a heavier caseload. 
Individuals who try to get jobs are often sabotaged by a system which cuts their supports, 
during the first wobbly steps forward. 

Local ingenuity and entrepreneurial spirit can tackle the goliath of welfare dependency. 
So far, local ideas, individual motivation and the entrepreneurial spirit have been buried under 
endless systems, budget procedures, and bureaucratic regulations. When investing in people 
pays off--we will all be bettcr off. Help us understand how to unleash and reward creative, 
local solutions. 

It 	 WHAT WORKS? What are the strengths and weaknesses of the examples listed 
below? Do you have other ideas? Can you develop these ideas more fully? 

.. 	 WHAT IS TIfE FEDERAL ROLE? What is needed to support the development of 
pUblic-private partnerships for welfare employment? Grant diversion authority? 
Block grants to public-private partnerships? Competitive partnership grants? 
Regulatory Changes? What legislative framework is required to support many different 
arrangements? 

• 	 OUTREACH. How can we encourage business leaders and associations to formulate 
and support such a proposal? 
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Examples: We have received numerous proposals for publiC/private partnerships. Such 
partnerships could be~implemented statewide or on a local labor market basis. They could be 
managed by private councils, government entities or PICs. We would like your feedback on 
the ideas we have heard. 

• 	 Jobs Consortia. A smali pooi of temporary jobs (6-12 months) could be provided by 
a local consortia of public and private employers. Employers would commit a certain 
number of jobs in exchange for wage subsidies or benefits coverage. Administrative 
overheads can be minimized by pooling resources for hiring. screening, and providing 
initial orientation level training. The summer jobs challenge is a good example of a 
joint effort to create temporary jobs. Many companies--non-profits and profit ­
based--have expressed an interest in forming consortia for hiring, training, and 
recycling funds invested in welfare recipients. 

• 	 Employer Partnership: An employer partnership could also be formed without 
requiring commitments for specific numbers of jobs. The purpose of such a 
partnership would be to negotiate a local agreement on the inducements necessary to 
attract local employers to the welfare hiring system. Rather than blanketing the 
country with a one size fits all tax incentive, the federal government could provide 
block grants and allow state and local governments to negotiate with employers at the 
local ievel. ' 

Just as in the Job Consortia model above. the partnership can provide 
incentives for companies through subsidies of wages Of benefits. In addition, 
overheads can be reduced by coordinating recruiting, screening, and initial orientation 
services. If the partnership helps to manage the employees in the pool of tempofarY 
jobs, th(:n effectively the partnership is acting as a temporary help service. 

• 	 Employee Consortia: The federal government could provide seed money for a 
revolving fund to place welfare recipients. Bounties for successfully placing welfare 
recipients are paid out of this fund. The individual must repay the bounty payment on 
an income contingent basis. Governor Wilder already has requested permission to set 
up a revolving trust fund which could provide a menu of rewards to employers 
including tax breaks, reimbursements fOf training, or one year of health insurance 
payments. 



Social Contract: consensus? 

Parental Responsibility: not consellSUS. 
a) Paternity, minors 

Working family support: 
a) EST 
b) FUI 
c) Cash-out of safety net 

Job seanoh first: consellSUS? . 6W1"1" "±..... \ \ .__ .... ~"" /' , ...«\.t" 'Y~ 
C . ;)0"•• "'- 1--\. ~ll, • 

JOBS participation options: Consensus? --... \ .". ~.:. - 1: '" "d",i,(;:, j, d--. ,.«(:. 
a) All inclusive -- evcryone does something "',....,." " ct..1J -.J., .......... 
b) two tier. -- high expectations v drop-outs & social service 

Job creation 
..'!llimits on cost of jobs through time-limit ~mn. 

QDshift cost to states over time 
c) how to test whether job is available? 

• d) For those who rail off the edge--mandate henefils, optional, or reduced value? 

SanctionS/ultimate safety net -All ,~k,~j - "5,, .C Mt<c, ff 
a) &--~,/l.. ,\...\'. 
b) child allowance - "e~ \...)\,,-,-'Sot..., 

Re-go, anti-fraud: consensus? 

Child support assurance 
a) pick one model and have a national phase-in plan 
b) allow several state-wide demos of different models 
e) Cfr.ate a state option for all states if their collections are high 
d) allow one or two state demos with no phase-in plan 

0) nO allowance demos 

Models: Cadillac, camel's nose, and from the beginning with time-limits? 


Other ~hild support issues: consensus'! 



KEY OPTIONS DECISIONS -- WR SUMMIT 

Soc1al Contract 
Parental Responsibility options 
EITC/FS!Working Family Support 
Job Search First 
JOBS participation options 
Job Creation and development options: private & public 
Sanctions/ultimate safety net 
Reinventing govt issues, performance stds 
Child support assurance 
Other child support issues 
Child care 
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• Placem"nt Spedallst Consortia: Rather than trying to attract private employers, the 
government could try to auract those who are in the business of attracting employers, 
If the federal and state governments put up the cash rewards for placing welfare 
recipients in long-term jobs, private investment capital will fonn companies to invest 
in people and lind jobs:, As a result, placement speeialislS will work with employers 
to screen employees and package incentives for their needs--one on one. Employers 
will hire based on relationships with placement specialists instead of direct contact 
with the gnvennnent. EVen ITPA or non-profits such as Project Match could compete 
for the reward money, 

• Employ•• Bonuses: The federal government could off.r welfare recipients a bonus 
for finding their own job and staying in it. Thus, we could he more sure that they 
would try to hunt for a job in earnest. In addition, we would know that individuals 
would try to find tbeir own job before going to a placement speeialist (headhunter), If 
the government paid less to an individual tban a headhunter for the sam. tenure (I.•. 
stays in job for 180 days), w. could be confident that we were saving money whoa we 
paid to individuals. 

• Investment Partnership: The federal government could provide block grants for 
localities to invest in businesses which commit to hiring welfare recipients. This 
follows the canadian HRDA model. It is different than other types of consortia in 
that the government provides investment capital not wages or operating costs. The 
companies are then owned and managed by a publkjprivate investor partnership and 
committed to hiring welfare recipients insofar as possible. 

• Government contractors partnership: The federal government could support states 
which choose to require government contractors tD the state to hire welfare recipients 
(i.e. 2 percent) to undertake the work. 
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Plan F 

• 
Post Transition Model [ 

Jobs guarantee program 

• 	 Supervised job search first (during last three montbs of the 2 year program) 

• 	 If a private sector job cannot be found (strict test, as in Wis. plan) the individual is 

eligible for • one ye4r job. 


• 	 Sllltes may opt to require graduation from a short work-orientation program or a drug 
test before offering subsidized private Or public jObs. 

• 	 States will receive enough money at the appropriate match rate (60%) to fund enough 
jobs at the minimum wage for 20 hours or up to a capped level determined by 
formula. States are required to competitively bid contracts to administer the jobs (See 
lobs consortia, helow). If the demand for jobs is greater than tbe supply, individuals 
will be able to uodertake self-initiated volunteer jobs while waiting for a job slot to 
open up. States will pay a larger share of the cost for individuals on the waiting list. 

. • Individuals can stay in job slots up to tbroe years if no one is on the jobs waiting list. 

Safety net: Cblld oDowanee. 

• 	 After the two year program and One to three years of job guarante.. families will 
receive less federal assistance. A package of in-kind assistance (e.g. health, food, 
housin.g) will be offered which ranges from 50% to 95% of the previous benefit level. 
States 	wishing to add mOre to the package may do so. 

• Individuals who drop out or become ineligible for the two year transitional program 
may receive the child allowance. 



• 

Public-Private Partnersblp Proposal: Jobs Consortia 

States will be required to form a quasi-private corpomtion which will put out an RFP for the 
requisite number of jobs in each community where they wiU be required. Non-profits, temp 
agencies. public employers and private employers will be allowed to respond to lbe bid with 
contract to hire a specific number of workers in exchange for a fixed amount of money. 
Employers may specify in Ihe contract thaI refened employees pass • lesl for nteracy. drugs. 
or other basic skills. Federal guidelines governing termination or replacement of employees 
will be developed. Exact rules should be set locally or by state in the contract. 

To tbe extent possible. individuals should be given a choice between seveml employers; 
finns also should be able to choose between several employees. The corporation should have 
the right to oversubscribe the contracts in order to.provide'choice to the workers. 

If sIales or loea!ities wish to do SO. public-private councils such as PIes can be set up to 

oversee the job corporation and encourage business participation. 


If no employers are interested in contracting for employees at any price below the equivalent 
of the minimum wage) the jobs corporation must administer the jobs directly, Job 
corporations will be eHigible for cheap government loans to create more meaningful jobs 
which earn enough money to COver costs. 

Publlc-Prlvale Partnersltlp Proposal: Inveslmenl Challenge 

Here's the challenge: 

• 	 Provide low interest loans to states or localities for development of jobs Or for 

building a state of the art. child support enforcement system. 


• 	 Have a bonuslreward program for states which use the loan to meet specific targets 

such as significant employment gains for welfare recipients or 75% paternity 

establishment. If targets are met. some or all of the loan is paid off. 


• 	 Result: states and loea!ities which are willing and able to take full responsibility and 
accourrtabiHty will get extra resources. 
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November 4, 1993 

MEMORANDUM FOR ISABEL SAWHILL 

FROM: Richard Bavier 

SUBJECT: ·One·pager" on current prevention initiatives 

The attached ran onto twO pages, even with a small font. I can try chOpping some 
mora II you want. 

NOls that the Head Stan paragraph represents Sec. Shalnls's requast. 

I'm trying \0 flna out whethsr a Job Corps expanSion is in the Dol request, and, If so, 
will add something about It. 
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NovJjmbor 4, 1993 

Currtm\ IPiliK1ivHS wilh & welfare plevEmiion [.!Dtcolial 

Early pr8\lent!on 

Hea!l~~l!L~~: Thf) Pft;l~;deql's he81lh Cure lefonn proposal provides fet Unl'.'efsal aCCOS5 to 
health services, inc;lw;ling hlmily pl$nnil1Y :.ervicl:fS, prenai~! Cat(1, and pfl!lVenli\le tWd:lth $¢rJices 
essential to early l;.hild d.,.".efopf11ut!~. In 1992, nWillly ~;ghl m;l!ion childrC'n. in tsn;iH!::l$ W(fre nol coveted 
by any health ins:Jriln~ at'any time dllnP!.l"l:l: yO::fJl, 2.4 million urltli}f the age 01 :r.i~. 

fillrlli preserJation and sUPP9~!.~.f III 19E'<I, HHS will ltr1p!l;llnel1! th~ ;lev: sub-pari ot HUa IV·6 of 
tho SOClill Security Act aUlho(i:!ing a capped an!n!?:nent for 1I'1rnil}' prtlsE'IYdli!m ~'Fjd suppv:l sorvicc$, 
By 1998, those grer.ts will grow 10 $2~5 mlllv..>l\ and Clre intended to avoid fU:-:>11;!1 Gl1Ie, Stletlglhen 
famili~s, and j~ti'JVe prucntlng $klll5o IhrJ\ re'$et'tfch has shown o.re clitical10 development in children of 
trust and character, 

hHIHJ 8laft: S~t(;tarl Shalal61 has ploposed to in£feasEi funding for children, anu family services 
pmUtHlns, illcluding Head Stati, hom $3.3 billion in 1994 outlays 10 $7.2 billion in 1990. Evaluation of 
Iho PeffY PtE/school Pwglam estoolishod iht,t ::.lIch ""rly interventions call MVI;:I welfare prav&ntion 
etfti!CI$. The Iep<)rt of Uw S~cretary's Head $1~rt Advisory CO!11Initt~e is expeC~(!d to provk!tt gultlnncl!" 
on closing the grip bclwC'cn the Pfpmh;e (.If Perry PrescMoJ and the perfortnaoco of Hoar! Shtrt. 

Ch!lvt~! 1: The pt'oflle o~ adofesc.Gln1s most pHisk of le~nage pa'lt!llhood and subs&querrt wal~me 
dependency Includes eat!y 6codemic and bchav[orQI problems in ~.;;hool. ihe AdminIstration's 
":rnpfQving Amedee's Scl.ools Act of 1993- (IASAj would incrQ/.lso 1he educ1,\lion~1 oppot'\t!llity of 
Q\$(tdvantagtJu childf~fl by $l::lldill!J IfvJ/tt tlf tl,e &vailabl& funds 10 the schools thaI need it m05't 
Schools with the highest poverty lavels among thair SiUUftllh. would ~e a 15 percelll ir.cleass In 

Chapter 1 funding. Bu1. as evaluations have consistent~· shown, to impfOY6 H\luCHtioru:d outcomes, &11 
studenls must be $ubjoct to higher expec!atfol'ls, and pateros must become morq involved in Ihe 
C:dUC3tJonal progress .of 1heJr scms and daughters. lASA promotes both lhose objocti'if:t~ by re,t4\Jirlng 
!;tates to develop content ,and performance standards ann measure &ehools and lOCAl BUw:;atiOfi 
agencies against them, and by encouraging parental !fwotYemeol in schoul policy dewloJ.J!f1I!'tll and 
schoOf-pare". compacts settirlg OUI 11:6 rer::.ponsibilities of paren~s in reach/ny p!,rlon:t<i!lt;~ SlAlltiftfdt>. 
For 1993. Chaptet 1 compensatory education grants reached $6.9 billion in olltmyl'. 

Sevara! other AdministHltion eNorts will contribute to gleaier educalional nod economic opporl.uflhy Jor 
(llder chllllHi!) and youth, To prevent under·fundin!J of mldtlle- and high-schools, IASA would fCqUirO 

Charier 1 funding bo nvnil:.ble to AU school!; with !<hJriAnl pov"rt)' rt:tle5 uf ut leas! 15 percsnt before 
funding other whools, 

"School'!o·WOI~..Q..QQQrtun~le~ A¥I.of 19:r~:; The Adrnini~:ralion'$ $chool-l0·wurK VI!! ptO'litJ&s ~ve-ntwe 
caplfal" tQ stales 10 develop $ChooHo~wQrk systoms built 8fOI)!1d school-based Iwmir,g, wvrk·bnsed 
leatning, and CQnl)Qcting activities, rile Iransflior. ftom scrux,I-!o,work IS cl:tical lor all youth. nol jl,l!>t at­
risk youth. However, speCial grants wJjj bG cwaUable for UfbM tlnd tUfal mOM Ch<l1UCt~ri7ed by high 
unemployroenl and poveny. For 1 1}95, $300 fT'~Ulon is requested for the wholo ~hoo!--to-work initiative, 

New JIPA Y2,Y!h !itte H·C; Year-found trajnlng and employment services will be available to 
diMdvantaged youlh under the new Inte !I-e or the Job Training Partnership Act Amendments in 1992 
set aside half tt-,e funds fo, drop"Ouls. who I""\'& b~en found 10 be hard to seN., "lIect[yftly. 
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.Qf16:S!Op CartU:lf CillIttm;; TIl~ fJI0p..)~!i1 would H1&k& It rnuch 1ll0ftt likely Ih&1 at-risk youth, end Qlhers. 
would 5uct.:ess!ully negotiate lhe tMgla of gO\(ernmenl program rull1!1S to il,itmlify :~lld ubltilll 111Ie 
education and training opportuniljes must I.\ppropriat& for them. OuUays tHO: t'roposi:'d 10 ;tNH.:1\ $(150 
million 17)1' 1996 (most IU!'lds for operation would come from appfOj)rhtions for employment services, 
J'fPA, EC\'v'AA. nnd the oomprehencive dislocated \'lOrke( ptogwm). The cent€'ls would provide easy 
scees!! 10 custQm&>drivetl e,etvi:;:.es end informalfor'l on eduootlon and treinlng resources, jobe, lobor 
m~vkot inforrn3tbn, and ;::C\r<Jor plann:ng, ~nd job search 5ervices. Coverage .....(:1.11>1 00 universal. AU 
Inui'lieJuE.ds end 1'111 f;lmplo:ren1 would b~ ~vlC'(!Ha! (;U:stcll)Crs. 

P2DY2j.tlC!sed and ~d~9Hinkeg clinics: The Prosident's he",!:t") reform bill im:luuut: .fiu{horilbtiOll for $50 
mlllior) per year for trw [1'1(1131 CO$t$ of plMning and establishing $I.t~wide cornprtlhen!.<ive $Chool heal!h 
cducntion pfQgtams and urnounls incroasing jrom $too million in 19$0 to $400 m:lIlon in 1999 tor the 
deyel¢pmenf and opera!ioo of sc~!ool·ra!aioo health seIVices programs. 

Elf!fJOWllfll1liJll lQ?l6~: Onl;!. I)j Ihl;!. HJ{J$l wit.ltlly 11I:ltJ tm!it!Js tlUQut {t:&flflgf;d c:luldbti"iiling Is IhElt Itlck of 
m;()f)orrnc opportunity is &n importmll contrihuiiou f~clo(. EtrlJ)1vymerli o)JIJurtufdHttS wlU!ln SOrtle af the­
mosl disadvanlaged urban nelghborhood~ v.';l)} C()Il(;Sfltrl1licns ot tfl'rj:>k youlll WI!! btl' ~xp&nded by the 
allthorii!atior. 01 nine empowerm!;r;1 zones ,and over 100 lass-richly funded enterprise r.:orrununltlt+s), 
including six urban zone$ (each 'Alt11 n pc.fJiJlatlon 01 no more than 200,000 and & poverty laia of 01 
leas! 20 percent ill each cel1Sus trR~1} !tIt'll wi!! ~{:jCh recejve $50 mlllion block gral\ls In each of the first 
two yeafs of dosignEllion. They also wi:1 Shi'lrQ most of $2 billiorr ill lax ill(,;cJjtive~ CV\;ri tile (lr$1 five 
ye;tts of operation, and gradui'lly de<:lining In,; incentives oyer the fomaindf;lf ollheir lilfl ytfars' 
duration. Undor tho IElf9051 tax. inccn1ivo, cmrJ10ycrs Iocaiing witt'lin a: ZunO' will rcce-ke up \0 $3,000 II' 
lax credits fOI each zone resident employed. (it is E!llpeclod thaI mo'Sl ot Ihe C"rnplo:t~es covered Ly the 
crQ"dil will not represen! nel ompto)'ment guin" for the ndghborhood.) 

A medium-sized urban zone of 1 00,000, w~h a poverty mte of 25 plJrcent, ra!9h1, over thc firs-t five 
years, leceive $300- million in 91en1~ find 1:It:tdlIS, or S3,000 per persvn, 01 S1~,OOO for Qvery poor 
person. Atthough the Il1temal distlibulicHl ,,1 these funds wm vary from lone·to·zCllii? clemly, 
f1mpoweun8nt lones have the jJotElIlIi&1 to pro"lidfl' & UM:! largf: infusion 0/ pll';sle capilf:l: and 
empluymenl slbs:idies into iWlfH..diy flulgllburhwds Whtlftt 10(;&1 ~nlJluytfUlffll 0fJtJOrluliitles &Ie V"filly 

limned bnd fll!bch'Mllt to the rugu!ar il"llJor fmet>! itt: nol b1runy. 

To be designated an empowe!me.nt zona, an area must submil a slri.ltegic plan that describes the 
coordina.ted economic. human, community, and phy$I~1 developll\~tfi propo$ed tor I~e zone, 
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E X E CUT I V E OFF ICE o F THE PRE SID E 


12-Nov-1993 09:58am 

TO: Bonnie L. Deane 

TO: Bruce N. Reed 


FROM: 	 Isabel Sawh;ll 
Off;ce of Mgmt and Budget. HRVL 

cc: 	 Wendy C. New 

SUBJECT: 	 Here is a crack at this. Feel free to change. 

Model I: posttransitional Jobs 

o The basic principle is that everyone who has successfully 
completed training will be assured a job offer in either the 
public or private sector. 

o Anyone who turns down such an offer will be terminated from the 
program and will be eligible for Food Stamps only. 

o States will be given a block grant to help participants'£ind 
jobs. The block grant will be distr;buted by a formula that 
reflects local labor market conditions and performance 
(placement~ retention l and wage levels). 

o The funds may be used for supervised job searchr job 
development r wages or wage subsidies, microenterprise grants or 
loans, work support, or temporary stipends (up to 6 months) for 
those participating in job search or unpaid community service. 
States will be encouraged to contract out these activities to a 
variety of profit and not-far-profit groups with a good track 
record of success in working with this population. 

o Up to 10 percent of the funds may be used for social services 
or supervised living arrangements for the most disadvantaged 
portion of the caseload (not eligible for 5S1). 

o The block grant could be set at any funding level. For 
starters, we suggest that it be no more than the annualized 
amount now spent on AFDC for each partiCipating cohort~ (For most 
participants, it will be assumed that job offers can be generated 
in the first year but there is no time limit in this plan~ only a 
funding limit. The higher costs of serving those who are more 
difficult to place should be offset by the lower costs of serving 
the easiest to place~) 

o Those who lose their jobs may cycle back through the program at 
least once (more at state option). 



o Stipends and wages (in subsidized jobs) will be geared to the 
minimum wage in each state. Health care and child care will be 
provided to those who need it while searching for a job and for 
at least the first year on a new job (longer at state option). No 
one will remain eligible for AFDC. 



6, Post-Transitional 

Work Program: States should have the option to put a time limit on community 
service work (including self-initiated community service as well as work slots), 

Job Search: Require continuous job search for people in work slots and especially in 
self-initiated community service. 

Work Supplementation: We believe employer incentives -- work supplementation, 
OlT. etc -- are essentia1 in order to find enough private sector jobs, The provisions in the 
Republican bill arc a start l but we should look for others. 

Private Sector: We should do more than "encourage states to involve the private 
sector in the operation· of the work program"; we should require cooperation with the private 
sector and community organiz.ations -- as we did with Empowerment Zones. 

State Match: We favor a declining federal match that goes dO\vn the longer 
individuals are in the program, 

Administrative Costs: There should be a cap On administrative and supervision costs. 

\ lobs: We should develop an inventory of job opportunities available through existing 
.\ federal initiatives -- housing, child care) pubUc safety, empowerment zones, etc. Perhaps we 

/ could require that a certain percentage of new child care funds (for example) go to hire 
people off welfare. 



·c. . 

Summary Outline 
JOBS First 

October 15, 1993 DRAFT 
TITI.E I: THE NEW SOCIAL CONTRAcr 

1. All applicants will be required to sign a social contract that makes clear up front the 
terms of their assistance -- wbat they can expect from govenunent and what responsibilities 
will be e.peeted of them in return. 

2, The contract will state the basic principles of OUf plan. including: 1) Everyone who 
receives benefits can and will do something in return; 2) People wiH receive paychecks for 
participaHon ,lnd performance, not welfare checks for staying home; 3) We'It make sure that 
any job is bener than welfare. but in return, anyone who is offered a job must take it; 4) 
People who bring children into the world must take responsibility' for them, because 
governments don't raise children, families do; and 5) No one who can work can stay on 
welfare forever, 

3, States will be required to teach these principles to every teenager. 

4, AS!iistancc can include job search, job placement, education, training. child care, 
community service, parenting, and family planning. Responsihilities can include a 
commitment to participate in an agreed-upon plan of job search, training, high school, drug 
treatment) parenting classes, community service, deferred childbearing~ and work. 

TITI.E 11: PARENTAL RESPONSIBILITY 

1. Child Support 

a, Several of the reforms recommended by the Child Support issue group, but 
not full-scale child support insurance. 

b. States can require non~custodial parents with children On AFDC to pay up 
or work off their obligations. Any child support insurance demonstrations must 
have this component. 

c. Stafe.~ can also make payment of child support a condition of other 
government benefits. 

2. No AFDC for Minors: No one under the age of 19 will be eligible to receive 
AFDe as a caSe head. Minors will be expected to live wi~b their parents or in other 
supervised settings. 

1 



3, Parenting; States will have the option to require parents On welfare to fulfill their 
parental responsibilities, including enrolling in parenting classes, attending parent-teacher 
conferences, and ensuring that their children (including adolescent children) arc immunized 
and receive annual checkups. 

4, Pregnancy Prevention 

a. Schools receiving Chapter r concentration grants will be required to establish 
school-based Or schooHinked health clinics that provide counseling, health 
screening, and fami! y planning services to adolescents. 

b, Older welfare recipients who went on welfare as teen mothers will be 
recruited and trained to serve as counselors as part of their community service 
assignment, 

c. Support will be provided to non-profit community-based organizations to 
fosler responsible attitudes and behavior. 

d, Family planning services will be made available for adults. 

5, Paternity Establishment 

a. States will be required to establish as many paternities as possibte at the 
time of birth, regardless of welfare or income status. Voluntary in-hospital 
programs and civil procedures that offer multiple opportunities far voluntary 
consent will be strongly encouraged for all out--of-wedlock births, States will 
have the option to make acknowledgment of paternity mandatory for all births 
paid for with public funds, and/or allow hospitals to require blood or saliva 
tests for every o~t-of-wedlock birth. 

b, We should seek 100% paternity establishment by the year 2000, After that 
date, states will lose funds for failing to meet the target, and will have the 
option ta restrict government benefits to tho.~ with two legal parents. A 
national media campaign will be used to emphasize the benefits of paternity 
establishment. 

c, No child born one year after the enactment of this law will be eligible for 
MDe until paternity has been established, In cases where paternity has not 
been established, mothers will be expected to cooperate in identifying tbe 
father, and a prcsumplive detennination of paternity will be made at the time 
of application, except where the putative father appears. for a blood or saliva 
test and can prove otherwise. Emergency assistance will be provided in cases 
where the determination of paternity is deJayed for reaSons beyond the mother1s 
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control. Exceptions will be made for cases of rape, incest. or endangerment of 
tbe mother and child, 

6, Family Limits: States will bave the option to establish family caps for parents who 
have additional children while on AFDG 

TIlLE III: JOBS F1RST 

L All new applicants will be required to do supervised job search (potentially through 
the Labor Dept:s One-Stop program) for 90 days before receiving benefits, Emergency 
assistance and other support services will be avai1able if necessary during that period. (States 
have the option to relax a'iSet ndes for emergency assistance.) 

2. After 90 days of job search, applicants: may receive benefits, but everyone must do 
something in return -- work, educationl training, job search, community service, etc. States 
can choose from a variety of models: 

3. Everyone Does Something: Under this option, the definition of activities can 
be loose~ but everyone has to do something for 2{)-30 hours a week. 

b. Work First: States may instead put recipjents to work immediately in 
community service jobs", where they can earn generous training credits. 

C. Work or Train: States can aSSeSS each individuars needs. and assign 
recipients either to training or community service. 

Under each of these options, job search, job placement, and work support must be 
available at any time, Training programs should require a high school degree or lead to a 
high school degree, 

3. After 21 months on AFDe, every able person will receive notice that they are 
approaching the time limit and must begin three months of job search. (States will have the 
option to require work and/or job search sooner.) 

4, Anyone sli!! on AFDC after 2 years muSt apply to tbe local public-private jobs 
consortia for a private sector or community service job. 

a. A jobs consortium will bave broad flexibility to find and create jobs: 

-- One-year orr vouchers lhat would pay employers 50% of wages and 

training up to $5,000, provided the employee is still working after one year, 

~- Private employers receive one-year health care subsidy for new employees 

they hire through the jobs consortia. 

-- Work supplementation or grant diversion. 
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-- Performance-based payments to private companies, non-profits, and state 
welfare agencies for successful placement in private sector jobs. 
-- Block grants to jobs consortia for child care and other work support 
services, so that a consortium can use the social service funds to create 
community service jobs. Community organizations, churches, and other non­
profit institutions wllling to provide community service jobs can compete for 
block grants andlor jobs consortium slatus. Perhaps use national service state 
councils to help identify community service employers, 
-- Strict limits on administrative costs, based on national service legislation. 

b. All community sm'i"" jobs will be on a pay per hour basis; 20-30 hours 
minimum (state option). If no job stot is available; state must pay recipient to 
do supervised job search~ and will receive a lower federal match. 

c. Community service jobs will be limited to one y.ear. At the end of thai time, 
states have the option to reduce Or eliminate benefits. They will receive a 
reduced match for anyone still on the rolls. 

d. States have the option to block grant AFDC for the post-transitional period. 
They would receive one year's worth of benefit payments (at a reduced federal 
match) for every able-bodied recipient on the rolls after two years j provided 
they guarantee those recipients a private or community service job for a year, 

e. States have the option to contract out the entire post-transitional period to a 
statewide public-private consortia or an organization like America Works, 
along Ihe same tenus as the block grant. 

5. Sanctjons/Refusals: Anyone who refuses to show up for required activities during 
the two-year period, refuses to work at the end of the time limit, or reaches the end of the 
one-year po~t-lransitjonal community service job will no longer receive AFDC cash benefits, 
Instead, the-iT children win be eligible for an in-kind Children's Allowance -- food siamps 
and a housing voucher which together represent no more than 50-66% (state option) of their 
pre-sanctioned benefits. 

TITLE IV; REINVENTING GOVERNMENT 

I. Welfare Simplification: Adopt APWA regulatory and legislative proposals, 
including application, redctennination, and reporting streamlining (one 
income/asset/verification requirement). 

2, Performance Incentives: Move 10 a performance-based system in which states are 
reimbUrSed for clear performance measures) such as the number of people moved off welfare 
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into private work; reduction in rate of leen or out-of-wedlock births~ EITe payouts; 
percentage of children immunized; rate of paternity establishment; etc. 

3. Fraud Reduct;on: Expand EBT to include AFDC payments, and crosscheck benefits 
against W-4 wage withholding records. 

4. Community Empowennent: Use existing social service funding streams to create 
jobs and stimulate economic development in communities with high welfare populations. 
Give microcnlerprise grants to new or expandjng businesses that agree to hire half or more of 
their new employees off of welfare. Require public housing authorities to spend a portion of 
their housing rehab money to hire welfare recipients. 

5, State Flexibility; Allow waivers for states to consolidate employment, trainjng. and 
JOBS resourccs. 

5 
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Summary Outline 

JOBS Plu. 


October 15. 1993 


TITLE I: TIiE NEW SOCIAL CONTRACT 

I. All applicant. will be required to sign a social contract that makes clear up front the 
terms of their assistance -- what they can expect from government and what responsibilities 
will be expected of them in return. 

2. The co1!tract will state the basic principles of OUf pJan. including: 1) Everyone who 
receives benefifs can and will do something in return: 2} People will rec.eive paychecks for 
participation and perfomlance, not welfare checks for staying home; 3) We'U make sure that 
any job is bener than welfare, but in return, anyone who is offered a job must take it; 4) 
People who bring children into the world must take responsibility for them, because 
governments don!t raise children, families do; and 5) No one who can work can stay on 
welfare forever. 

3. States will be required to teach these principles to every teenager. 

4. Assistance can include job search, job placement, education j training. child care, 
community .service, parenting, and family planning. Responsibilities can include a 
commitment to participate in an agreed-upon p1an of job search. training, drug treatment. 
parenting classes, community service; deferred childbearing, and work. 

TITLE II: PARENTAL RESPONSIBILITY 

1. Child Support 

a. paul's reforms. but not child support insurance 

b. States can require non-custodia1 parents with children on AFDC to pay up 
or work off their obligations, Any child support insuranc.e demonstrations must 
have this component. 

c, States can also make payment of child support a condition of other benefits, 
including access to health insurance. 

2. No AIDC for Minors: No one under the age of 19 will be eligible to receive 
AFDC as a case head. Minors will be expected to live with their parents or in other 
supervised settings. Good cause exceptions will be permitted, 
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3. Parenting: States will have the option to require parents on welfare to take 
parenting classes.. attend parent-teacher conferences, and ensure that their children are 
immunized, (use HIPPY funds??) 

4. Teen Pregnancy Prevention 

a, All schools receiving Chapter I con""ntration gIants will be required to 
establish school-based health clinics that provide counseling. health screening. 
and family planning services to adoles""nts, 

b. Older welfare recipients who went on welfare as teen mothers will be 
recruited and trained to serve alO counselors as part of their community service 
assignment. 

c. Support will be provided to non-profit community-based organizations to 
foster responsible attitudes and behavior. 

5, Paternity Establishment 

a, States will be required 10 establish as many paternities as possible at the 
time of birth. regardless of welfare or income status. Voluntary in-hospital 
programs and civil procedures that offer multiple opportunities for vo)untaty 
consent will be strongly encouraged for all out-of-wedlock births, States will 
have the option to make acknowledgment of paternity mandatory for all births 
paid for with public funds. andlor anew hospitals to require ~lood or saliva 
tests in every out-of-wedlock birth, ' 

b. We will expect 100% paternity establishment by the year 2000, After that 
date, states will lose funds for failing to meet the target, and win have the 
option to restrict government benefits to those with two legal parents. (A 
national media campaign will be used to emphasize the benefits of paternity 
establishment) 

c. No child born one year after the enactment of this law will be eligible for 
AFDC until paternity has been established. In cases where paternity has not 
been eS1ablished, mothers will be expected 10 cooperate in identifying the 
father, and a prcsumpiive determination of paternity will be made at the time 
of application. except where the putative father appears for a blood test and can 
prove otherwise. Emergency assistance win be provided in cases webre the 
determination of paternity is delayed for reasons beyond the motber's control. 
Exceptions will be made for cases of rape~ incest, or endangerment of the 
mother and child. 

6, Family Umits: States have the option to reduce benefits, increase work 



requirements (on both parents), or sborten time limits for parents who have additiona1 
children while on AFDC. 

Title Ill: JOBS PLUS 

I, All new applicants will be required to do supervised job searcb through tbe Labor 
Dept.'s One-Stop program for 90 days before receiving benefits. Emergency assistance will 
be available in special cases during that period, (States have the option to relax asset rules 
for emergency cases,) 

2, After 90 days of job search, applicants may receive benefits, but everyone must do 
something in return -- education, training, job search, work, community service, etc. The 
definition of activities can be loose. but mandatory participation is essential. Benefits will be 
paid in the fonn of a paycheck for hours of activity; the number 9f required hours will be 
benefits divided by the minimum wage, Additional JOBS funds will be provided in the form 
of a highcr match to slates that meet high panicipation targets. lob search and placement win 
be available at any time, 

(Phase in '" new applicants???] 

3. After 21 months on AFDC, every able person will receive notice that they are 
approaching thc time limit and must begin three months of job search. (States will have the 
option to require work andJor job search sooner.) 

4, Anyone still on AFDC after 2 years must apply to the local public-private jobs 
consortia for a private sector or community service job. 

a, A jobs consortium wilt have broad flexibility to find and create jobs; 
-- One-year orr vouchers that would pay employe", 50% of wages and 
training up to 55,000, provided the employee is still working after one year, 
-- Private employers receive one-year exemption from health care mandate (or 
increased small business SUbsidy) for any new employee they hire through the 
jobs consortia. 
-- Work supplementation or grant diversion. 
-- Performance-based payments to private companies, non-profits, and state 
welfare agencies for successful placement in private sector jobs, 
~- Block grants to Jobs consortia for child tare and other work suppon 
services, so that a consortium can use tbe social service funds to create 
community service jobs. Community organizations. churches, and other non­
profit institutions willing to provide community service jobs can compete for 
block grants and/or jobs consortium status. Perhaps use national service state 
councils to help identify community service employers, 
-- Strid limils on administrative costs, based on national service legisiation, 

3 



. .• 

b. AIl community service jobs will be on a pay per hour ba.'iis; 20-30 hours minimum 
(state option). If no job slot is available, state must pay recipient to do supeIVised job 
search, and win receive a lower federal match. 

c. Community service jobs will be limited to one year. At the end of that time. states 
have lhe option to reduce or eliminate benefits. They will receive a reduced match for 
anyone still on the rolls. 

d. State. have the option to block grant the entire post-transitional period. They 
would receive one yearls worth of benefit payments (at a reduced federal match) for 
every able-bodied recipient on the rolls after two years, provided they guarantee those 
reCipients a private: or community service job for a year. 

c. Stales have the option to contract out the entire post-transitional period to a 
statewide pUblic-private consortia or an organization like ~erica Works, along the 
same terms as the block grant. 

5, SanctionslRefusals: Throughout the process1 sanctions will be imposed on tbe 
whole Camlly. In cases where this endangers children, they will be placed in foster care or in 
group homes, Anyone who can work who refuses to work at the end of the time limit -- or 
refuses to show up for required activities during the two-year period will no longer receive 
cash benefit.. They will still be eligible for an in-kind Children's Allowance -- food stamps 
and a hOUSing voucher which logether represent no more than 50-66% (state option) of their 
pre-sanctioned benefits. 

Title IV: Reinventing Government 

.. EBT anti-fraud 

.. Welfare simplication 

• Performance incentives. Move to performance-based system . 
.. Require % of money to go into community 
• Waiver ideas: 

Tide VI: Financing 

.. Existing funding streams: Title XX, ITPA, PeU, etc. 

• Welfare for aliens 
• Prop school crackdown 



Welf... Refonn Ideas 

September 13, 1993 


Welfare Prevention 

• Require hospitals (and pre-natal care) to ask paternity ((2..,..,..... p-.j.,..,.'7r • ..w.' f;.­
• LEAP-style reward/sanction pmposals '" II o/~ .,,,ft,,) 
• Require parenting agreements for divorce (and desertion) 
" No AFDe for teens under 18 (state option) 


-- require to live in household -- or get married 

• No second-generation AFDC: if your mother1s on AFDC, you can't 00. 
" Noisy public service campaign re: EWAWKl 
.. Birth control for adults over 18 
.. Drug treatment plus permanent (5-year?) loss of eligibility for going back on drugs 

Cutting Edge: 
• Phase out AFDC at 8-10 instead of 18 (for o/w?) 
• Phase out AFDC for o/w binhs in states that have aggressive teen pregnancylbirth 

control campaigns 
II' Make other federal programs conditional on avoiding unwed pregnancy 

h2~ . n er . l~w(..l>j·!1llJ_-

Reforms 

.. ReGo title: 

-- Simplification of rules. paperwork, manuals, forms; 

-- re view programs to redeploy caseworker overlap 

-- broader waiver authority for Labor, Glher programs 

• Lifl asset rule 
• Change CS pass-through 
• Reduce work & marriage disincentives 
• EBT anti-fraud initiative 

Welfare-fo-Work 

• Two tracks: fasl-track off in 6 mos.; work support off in 2 yrs. 
• Social contracl (work plan): 
-- Acknowledge paternity 
-- Agree to immunize, attend parent-teacher confs, keep kids in school 
-- Sanction jf your kid drops out for no good reason, or has a child of her Own 
-- Parenting classes 
-- Stale has right to reduce benefits if you have more kids 



• Give Slates the option of either: i'\' I'wv iJ. (JM..I'\'~ 
1. Work Supplementation p~o guarant.e that we'll pay half your salary and 

pro"'ide He for a year if you take a ~ sectOi minimum Watte job. (Saves employer 
$7,500Iyr.) 

-- Only available after 6mos-lyr on ArnC Has to be opening or new job, 
-- If you quit or are fired for cause, you can't go back on AFOC. If youIre laid off, 

you can get U[ andlor CWEP, 

2, OR states can use same money ($4,000) for America Works-style bounty so long 
as majority in program are LTers and stay in job 6 mos. or longer. 

~ Amend E-zone jobs credit to give preference to AFDe? 

• States have option to cut off CWEP job after 2 yrs. 

, Mandatory participatjon, phased in by county 

'" Children!:; allowance or deduction? (only if paternity established; only if 
working/earning?) 

'" Sanction: No work, no He?? (or other benefits?) 

" One-stop shopping Welfare-to-work training card 

Cblld Support 

• No CS, no HC (or no health seeurity card) 

" No CS, no drivers license, professionals Jiccncc1 credit card 

• Require states to reinvest CS incentive $ 
• mandatory wage with.holding 
• Limils On lawyers fees in divorce eases 
• State registry 
• No one who ean pay should be able to leave family on AFDC (or make fathers with 

kids on AFDC liable to pay govt back) 
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Summary Outline 
JOBS First 

October IS, 1993 DRAFT 
TITLE I: TIlE NEW SOCIAL CONTRACf 

I, All applicants will be required to sign a social COntract tbat makes clear up front the 
tcnns of their assistance -- what they can expect from government and what responsibilities 
will be expected of them in return, 

2, The COntract will state the basic principles of Our plan. iDc!uding: 1) Everyone who 
receives benefits can and will do something in return; 2} People will receive paychecks for 
participation and performance, not welfare checks for staying home; 3) We'll make sure that 
any job is better than welfare, but in return, anyone who is offered a job must take it; 4) 
People who bring chHdren into the world must take responsibility' for th(;m, because 
governments don!t raise children, families doj and 5) No One who can work can stay On 
welfare forever. 

3, States will be required to teach these principles to every teenager. 

4, Asslslance can include job scarchl job placement, education, training. child carel 
community service. parenting, and family planning, ResponsibHities can include a 
commitment to participate in an agreed-upon plan of job search, training, high school, drug 
treatment, parenting classes, community service, deferred childbearing. and work. 

llTI,E II: PARENTAL RESPONSIBILITY 

L Child Support 

a, Se"eral of the refonns recommended by the Child Support issue group, but 
not full-scale child support insurance, ' 

b. States can require non-custodial parents with children on Arne to pay up 
or work off their obligations, Any child support insurance demonstrations must 
have this component. 

C, States can also make payment of child support a condition of otber 
government benefits. 

2, No AFDC for Minors: No one under the age of 19 will be eligible to receive 
AFDC as a case head. Minors wilJ be expected to live with their parents or in other 
supervised settings, 

I 
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3. Parenling: Stales will have lhe oplion 10 require parenls on welfare to fulfill their 
parental responsibHities. including enrolling in parenting classes, attending parent-teacher 
conferences, and ensuring that their children (including adolescent chHdren) are immunized 
and receive annual checkups, 

4. Pregnancy Prevention 

a, Schools receiving Chapter 1 concentration grants will be required to establish 
school-based or school-linked health clinics that provide counseling, health 
screening, and family planning services to adolescents. 

b. Older welfare recipients who went on welfare as teen mothers wiH be 
recruited and trained to serve as counselors as part of their community service 
assignment. 

c. Support will be provided to non-profit cornmuni·ty-based organizations to 

foster responsible atdtudes and behavior, 

d. Family planning services will be made available for adults. 

5. Paternity Establishreent 

a. States will be required to establish as many paternities as possible at the 
time of birth, regardless of welfare or income status, Voluntary in-hospital 
programs and civil procedures that offer rnuttiple opportunities for voluntary 
consent will be strongly encouraged for all oUl-of-wedlock births. States will 
have lhe option to make acknowledgment of palernity mandatory for all bir1hs 
paid for with public funds, andlor allow hospitals 10 require blood or saliva 
tests for every out-ni-wedlock birth. 

b. We should seek 100% paternity establishment by the year 2000. After that 
date, states wUl lose funds for failing to meet the target, and \\rill have the 
option to restrict government benefits to those with two legal parents. A 
national media campaign will he used to emphasize the benefits of paternity 
establishment 

C. No chiJd bom one year after the enactment of this law will be eligible for 
AFDC until paternity has been established. In cases where paternity has not 
been established, mothers wil1 be expected to cooperate in identifying the 
father, and a presumptive detennination of paternity will be made at the time 
of application, except where the putative father appearS for a blood or saliva 
lest and can prove otherwise. Emergency assistance will be provided in cases 
where the de1ermination of paternity is deJayed for reasons beyond the mother's 

2 
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controL Exceptions will be made for cases of rape, incest, or endangerment of 
the mother and child. 

6. Family Limits: States will have the option to establish family caps for parents who 
have additional children while on AFDe. 

TITLE Ill: JOBS FIRST 

I. All new applicants will be required !O do supervised job search (potentially through 
the Labor Dept.', One-Stop program) for 90 days before receiving benefits. Emergency 
assistance and other support services will be available if necessary during that period, (States 
have the option to relax asset rules for emergency assistance.) 

2. After 90 days of job search, applicants may receIve benefits, but everyone must do 
so~ething in return -- work, education; training, job search. community service, etc, States 
can choose from a variety of models: 

a. Everyone Docs Something: Under this option, the definition of activities can 
be loose, but everyone has to do something for 20-30 hours a week. 

b. Work First: States may instead put recipients to work immediately in 
community service jobs, where they can earn generous training credits, 

c. Work Or Train: Stales can assess each individual's needs, and assign 
recipients either to training or community service. 

Under each of these options, job search, job placement. and work support must be 
available at any time. Training programs should require a high school degree or lead to a 
high school degree. 

3. After 21 months on AFDe, every able person wiU receive notice tha.t they are 
approaching the time limit and must begin three months of job search. (States will have the 
option to require work and/or job search sooner.) 

4. Anyone sti!! on AFDC after 2 years must apply to the local public-private jobs 
consortia for a private sector or community service job. 

a. A jobs consortium will have broad flexibility to find and create jobs: 

-- One-year OJT vouchers that would pay employers 50% of wages and 

training up to $5,000, provided the employee is still working after one year. 

-- Private employers receive one-year heruth care subsidy for new employees 

they hire through the jobs consortia, 

-- Work supplementation or grant dIversion. 
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-- Perfonnance-oosed payments to private companies, non-profits, and state 
welfare agencies for successful placement in private sector jobs, 
-- Block grants to jobs consortia for child care and other work support 
services, SO that a consonium can use tbe social service funds to create 
community service jobs, Community organizations. churches, and other non­
profit institutions willing to provide community service jobs can compete for 
block grants andlor jobs consonium status. Perhaps use national service state 
councils to help identify community service employers. 
-- Strict limits on administrative costs, based on national service legislation. 

b, All community service jobs will be on a pay per hour basjs~ 2(}-3O hours 
minimum (state option). If no job slot is available, state must pay recipient to 
do supervised job search, and will receive a lower federal match. 

c. Community service jobs will be timited 10 one y.ear. At the end of that time, 
states have the option to reduce or eliminate benefits, They wHi receive a 
reduced match for anyone still on the rolls. 

d. States have the option to block grant AFDC fur tbe post-transitional period, 
They would receive one year's worth of benefit payments (at a reduced federal 
match) for every able-bodied recipient on the roUs after two years~ provided 
they guarantee those recipients a privale or community service job for a year, 

e. States have the option to contract out the entire post-transitional period to a 
statewide public-private consortia or an organization like America Works; 
along the same terms as the block grant, 

5. SanctionslRcfusals: Anyone who refuses to show up for required activities during 
the two-year period, refuses to work at the end of the time limit, or reaches the end of the 
one-year post-transitional community service job will no longer receive AFDC cash benefits. 
Ins.tead, their children will be eligible for an in-kind Children's Allowance -- f{}(}(f stamps 
and a housing voucher which together represent no more tban 50-66% (state option) of their 
pre-sanctioned benefits, 

TITLE IV: REINVENTI:-IG GOVERNMENT 

1. Welfare Simplification: Adopt APWA regulatory and legislative proposals, 
including application j redetermination, and reporting streamlining (one 
income/ass.et/verification requirement). 

2. Performance Incentives: Move to a perfonnance-based system in which states are 
reimbursed for clear perfonnancc measures, such as: the number of people moved off welfare 
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into private work; reduction in rate of teen or out-or-wedlock births; EITC payouts; 
percentage of cbildren immunized; rdtc of paternity establishment; etc. 

3. Fraud Reduction: Expand EBT to include Arne payments. and crosschc<:k benefits 
against W-4 wage withholding records, 

4, Community Empowerment: Use existing social service funding streams to create 
jobs and stimulate economic development in communities with high welfare populations. 
Give microenterprise grants to new or expanding businesses that agree to hire half or more of 
their new employees off of welfare. Require public housing authorities to spend a portion of 
their housing rehab money to hire welfare recipients. 

5, State Fle:dbility: Allow waivers for states to consolidate employment. training. and 
JOBS resources. 

5 




Summary Outline 

Work First Option 

October 15, 1993 


Principles
* No more welfare checks~ only paychecks
* Governments don't ra~se children; parents do 
* Any job is better than welfare
* No federal benefits for parents who refuse to work 

Title 1: The New Social Contract: O-R-C
* Everyone required to sign sOCial contract 
* Welfare Prevention: Belle's list plus immunization, 

school attendance, parenting classes ~~~ ---..it .. tA<i ...., .. ,I f1.f~. tu,."
* Sanctions/rewards for behavior 't', L tJ : iJ '-"" " ..tt ,:. H~I 

sj...\~ "~,,,,,,, 

Title II: Parental Responsibility
* No CS w/o paternity
* Required work/boot camps for ncps w/kids on afde ,,,1, ",1""".1., I.; 2<vo
* Eliminate federal benefits for nops [cost savings?] f 

Title Ill: Work First 
* 3-6 mos. supervised job search before entering JOBS 

program. Paycheck for hours of search. [Budget savings]
* 12-18 mos. in JOSS. States have option to base JOSS 

around training, work/ etc. Pay for performance
* Phase-in: begin with new applicants.
* States can designate up to 10% disabled 

Title IV: Job Banks
* After 2 yrs, all who can work must work. First# 3 mos. 

supervised job search. Must take private job if offered.
* Remaining recipients must take job for 1-2 yrs. from 

pub11c-private jobs consort1a~ States can run or contract out to 
America Works. Give pools money for child care. OJT vouchers 
for up to 1 yr. or wage supplementation.

* If no jobs available, they can receive pay for supervised 
job search. 

* Dropouts and refusers receive in-kind Children's 
Al lowance r which cannot exceed 75% of pre-offense benefits~ 

Title V: Reinventing Government 
* EST anti-fraud 
* Welfare simplication
* Performance incentives. Move to performance-hased system.
* Require t of money to go into community 
• Waiver ideas 

Title VI: Financing
* Existing funding streams: Title XX, JTPA, Pell, etc. 
• Welfare for aliens
* Prop school crackdown 
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Title I: prevention 

Minor Parents 

- No one under the age of 19 will be eligible to receive 
AFDC as a case head. Minors will be expected to live with their 
parents or in other supervised settings. Good cause exceptions 
will ba permitted. 

Paternity Establishment P""~'f...( <I,,,, 
- states will be required ~~Qstablish as many paternities 

as possible at the time of birth, regardless of welfare or income 
status. Voluntary in-hospital/programs and civil procedures that 
offer multiple opportunities for voluntary consent will be 
strongly encouraged for all out-of-wedlock births. The benefits 
of paternity establishment will be emphasized, including the 
restriction of most government benefits in the future to those 
with two legal parents. A media campaign would be used to 
disseminate this message. S;..J, .plh- _ --/.J.., L f"1i«t., i:JJ'.It" 

- No child born one year after the enactment of this law 
will be eliqible for AFDC or other federal benefits until 
paternity has been established. 

- In cases where paternity has not been established, mothers 
will be expected to cooperate in identifying the father, and a 
presumptive determination of paternity will be made at the time 
of application, except in cases where the putative father, upon 
notification, appears for a blood test and an immediate hearing 
to prove otherwise. 

- Emergency assistance will be provided in cases where the 
determination of paternity is delayed for reasons beyond the 
control of the mother~ 

- EKceptions will be made for cases of rape, incest, or 
endangerment of the mother and child. 

A New Social contract 

- All parents applying for AFDC will be required to sign a 
contract specifying the types of assistance to be provided and 
their obligations. Assistance can include job placement, 
education, training, child care, social services including family 
planning, and community service opportunities. Obligations can 
include a commitment to participate in an agreed-upon plan of job 
search, training, drug treatment, parenting classes, community 
service, and deferred childbearin9~ )--tr 1;.....1­

- states that do not live up to their part of the plan will i 
be required to provide benefits without obligations. Individuals 1 
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I 
that do not live up to their part of the plan can be sanctioned 
(denied benefits). 

- Sanctioris will be imposed on the whole family. In cases 
where this endangers children, they will be placed in foster care ? 
or in group homes. 

At-risk Teenagers 

- All schools receiving Chapter I concentration grants will 
be required to establish, in conjunction with the Public Health 
Service (1), school-based or school-linked health clinics that 
provide couselling j health screening, and family planning 
services to adolescents. 

- Older welfare recipients who began a welfare spell as a 
teen mother will be reoruited and trained to serve as counsellers 
and aides in the clinics as part of their training and community
service assignment. 

- Funding for these services will be provided so that they 
can be made available free of charge to everyone attending a 
Chapter I concentration school~ 

- Support will also be provided to nonprofit community-based 
organizations that establish innovative programs that use peer­
group activities to foster responsible attitudes and behavior 
among this group. 



E X E CUT I V E OFF ICE o F THE PRE SID E N T 


l2-0ct-1993 04:57pm 

TO: Sara B. Walters 
TO: Stacy L. Dean 
TO: Richard B. Bavier 

FROM: 	 Isabel Sawhill 
Office of Mgmt and Budget, HRVL 

CC: 	 Keith J* Fontenot 
CC: 	 Barbara S. Selfridge 

SUBJECT: 	 welfare reform 

I have set up a meeting on Thurs. at HHS at 3 p.m. (details to 
come from Wendy) with the cost estimating staff. 

In the meantime. you may want to ponder the following plan as one 
that I would be interested in costing out in a rough way and 
discussing tomorrow. (I realize you would need much more time and 
many more details to get a decent estimate; I'd just like to make 
whatever progress we can.) 

1. No AFOC for anyone under age 19 (although a new baby can become 
part of the grandparents' grant# if she is on AFDC). 

2. No AFDC 	 for anyone for whom paternity is not established. 

3. Structured job search assistance for all new applicants before 
they are accepted on to the rolls. (Note the estimates and sources 
in DOL memo on worker profiling which I will send over.) This 
should reduce the "entry rate." 

4. Education, training. and CWEPS for up to two years for those 
who do not find a job -- similar to JOaS but funded more 
generously (can use different assumptions here). Requirement that 
everyone reenroll in structured job search at the end of the two 
year period (or earlier if appropriate). 

5. No AFDC after two years; guarantee of one year of a minimum 
wage job at an average of 30 hours a week for all those who reach 
the time ~imit without finding a private sector job. Health care 
and child care provided (if necessary) but 00 EITC. 

6. Beyond three years, an in-kind package (equal to 75% of average 
AFDC benefit for the country as a whole) including Food Stamps and 
a housing voucher. Some social services and health care would also 
be available (but not paid for in this plan). 



E X E CUT I V E OFFICE o F THE PRE SID E N T 


12-0ct-1993 06:03pm 

TO: Bonnie L. Deane 
TO: Bruce N. Reed 
TO: Kathryn J. Way 

FROM: 	 Isabel Sawhill 
Office of Mgmt and Budget, HRVL 

SUBJECT: 	 welfare reform 

FYI, Itm having my staff try to cost out the attached. It can be 
amended once we have a basic plan to work from . 

• 



E X E CUT I V E OFF ICE o F THE PRE SID E N T 

21-sep-1993 11:23am 

TO: Isabel Sawhill 

FROM: Isabel Sawhill 
Office 	of Mgmt and Budget, HRVL 

SUBJECT: welfare options 

Responsibility options 

1. 	Minor mothers should live under adult supervision 
I~. mandate states to require 
b. eliminate AFDC eligibility entirely for this group 

2. Require participation by teens in education I training, work, 
school, parenting education immediately 

3. Make time limits simple, predictable, and certain 

4. Prvide strong incentives for paternity establishment 
a. lower federal match rate for cases without 
b. lower benefit levels for cases without 
c~ carrots (instead of sticks) for both of above 

opportunity options 

1. Family Planning (including abortion/adoption) 

2. Enterprize Zones 

3. Head start, Education, Training Initiatives 

4. Jobs Program similar to YIEPP 

5. I Have A Dream Type Programs (Rewarding success not failure) 



October 4 

A Wish list: Bold indicates topics discussed so far 


I. Change the universal social contract: Responsibility and opportunity. 

• 	 Universal, opportunity/responsibility framework with a specific contract 
for recipients of cash assistance 

• 	 Sign the conlract. (Mother, Father, Children?) 
Outlines individual responsibilities, gOY't responsibilities 
Obtain samples from MI, NJ 

• 	 National campaign to infonn people of new contract, c::sp teens 
Use rap singers, movie stars, peer groups 

II. Responsibilities: 

Prevention 

• 	 Free birth control for all adults over 18. 

• 	 Parenting requirements: immunization, schooJ attendance, drug free home, etc. 

• 	 Minor mothers canoot receive welfare; an adult must supervise and apply on their 
behalf. (do tccns gct welfare if parents make $100,00(1) 

• 	 Require teens to participate from day one in a employment, home management or 
parenting activity immediately as a condition for receiving benefits. (progress or 
participation requirement?) 

~w~ftMtiQns on fV2admother heading case 
cut d.ycare if teen drops out of school 

. er participation in job or school ~) 
sst.f!Side sumIne f'-P'lY-(e~~y 
require state to enforce school attendance, eg. limH dnver'STlcense 

• 	 Paternity and child support payments should be errecUvely mandatory. 
AU federal aid programs inVOlving children must ask paternity at application time. 
~ objectives and let states choose the path: 

~!t . Sticks: No match funds for cases with no paternity establishment 


7:tt'Vt~ e'<~[~L= :"coup retroactive match when paternity is established. 

\ 

. Options: States can~e judicial to administrative procedure 
-!foNd ~ States can lower/deny benefits to individuals with no paternity. 


~~/-IJ', Medicaid babies must have DNA paternity establishment in hospital.

'f/j.eJfffhtJ Streamline determination and modification of child support payments. 


_ /J J :M./I. Fathers can be supocnacd for spit test 
;:-~ Provide separate checks for child support and AFDC 



Fathers can be penalized by withholding Health security card, drivers 
Jicencet credit reporting agency 
States should re-invest inccntive dollars 
Wage withholdingfState registry 
Limits on divorce fees 
Require child support plan for every divorce 
Fathers liable for entire cost of AFDC1 

• 	 Marriage disincentives: Single parents should not have preferential treatment, 

We should focus on learning through waivers and experimentation, 

~ Refundable child care credits for working parents are preferable to child 

support assurance for single parents, UI for child support payers (split between 

parent and child) is even more preferable as an insurance scheme. Work 
related, no marriage penalty. 

Workable 

• Family Unemployment Insurance (FUn: If you have worked recently and are now 
looking for work you have met your responsibility and should receive jncome support. 
OMBIDOUNEC to develop 3 options: deficit neutral, ideal and mid~range, 

If you have nol recently worked, getting your first two years of welfare should be like 
a public job, You show up and GET PAID ONLY FOR TIffi HOURS YOU PUT [N, 

Parents are given two years of initial opportunity for a "Public Job" which helps them 
to become more employable. You may be asked to watch children, job hunt, do 
community servi~~ or get training. 1/ea-­

. 	 LC 
If you are not capable of performing to expectations in ~P"~ hour pro~ you 
have much less freedom: residential boot camp, in-kin assistance only, or otber 
remedial options, No able bodied person can collecl cash and walch TV nil week, 

No pay for providers of E&T services until after placement in a job lasting 90 days 

Make time limits simple, predictable, certain, (Different limits for different people?) 

If you do nol take a lemp job from the Jobs Consortia afler the time Iimir, then", 

What happens aftcr the time limit: state choice, national minimum? 

Disabled permanently. or temporarily 

Differenl expeclalionsfsyslem for the temporarily or permanently disabled, Don't have 
to work, but can try to work wilhout punishment Need different program with better 
disreg~ardS?Co~Z revie~ of eligibilily, 

- '&it£. --T'fl)"."'j 
r 1-- - ~·:::::=,.<t.~4..14 -/-v.."") U.J;t':> 
SST e' ,:<~WtI ~CS'J"'-"~ w~ _~ DVO(ti~,+uJ,iit'·..;l~) 
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III. Opportunities: 

In the h-elfare program 

60-90 day reprieve from assel limits wilh slrong job search (family UI program? Give 
generous cash assistance, with job search, few olher strings to those wilh a work history?) 

Raise and index asset limits for many current opportunity programs. 

Up to six months of an intensive program (residential, comprehensive family~ crisis 

intervention~ etc.) for adults who drop out of the mainstream, 2 yr, pay per hour program. 


Team based approaches to community service work requirements, other services. 


Pay bounties for placing am~ keeping welfare recipients in jobs (America Works, Project 

Match, welfare department. ..) 

Offer employers one year of welfare check as a wage supplemenl 

Consortia: Small pool of public, private and mixed jobs. For end of time limits 

Outside ot the welfare program 

Family planning (abortion, adoption, norplant) 

Jobs program similar to YIEPP, I have a dream type programs (Reward success not failure) 

Enterprise Zones 

One stop shop for employment and training assistance 

Head Start, Education, Training Initiatives (School to Work) 



A Wish list: Is this inclusive? Can we prioritize it? 

I. Change the social contract: Responsibility and opportunity. 
- offer second chance in exchange for commitment to use it. 
- get new applicants to sign tbe <ontract. 

- national campaign to inform people of new contract, esp teens. 


11. Responsibilities: 

Minor mothers cannot receive welfare; an adult must supervise and apply on their 
behalf. (I think we all strongly agree on Ibis one--it was on everyone's list.) 

Require teens (why not everyone without UIl) to partieipate from day one in • 
employment, home management or parenting activity immediately as a condition for 
receiving benefits. Pay for bours worked only. 

If you are not capeble of performing to expectations in a pay per hour program, you 
have much less freedom: residential boot camp, in-kind assistance only~ Or other 
remedial options. No able bodied person can collect cash and watch TV all week. 

Single parents should not have preferential treatment. 
- Child support payers should be eligible for re-employment plan, EITC and 
other supports. Where are all tbe marriage penalties? 
- A parental UI system should not have a marriage penalty. 
- Refundable child care credits for working parents are preferable to child 
support assurance for single perent.. UI for child support pey"'" (spHt between 
parent and child) is even more preferable as an insurance scheme. Work 
relatedJ no marriage penalty. 

Community service requirements may be a condition of benefits. 

Parenting requirements: immunization, school attendance; drug free borne; other? 

Make time limits simple, predictable, certain. (Different limits for different people?) 

What happens after the time limit: state choice, national minimum? 

Provide for petemity and child support payments should be effectively mandatory. 
lower match rates and benefit levels for cases with no petemity. 
carrots [or both states and individuals with paternity. 
medicaid babies require paternity establishment. 
administrative process for gearing support payments to income level. Make it 
easier for men & women to do the right thing. 
100% of peymellls to children (unless benefits are bigh in 2yr program?). 



m. Opportunities: 

60-90 day reprieve ti:om asset limits with strong job search (Is this similar to the family UI 
program? Gjve generous cash assistance, with job search, few other strings to those with a 
work history?) 


Raise and index asset limits for many current opportunity programs. 


Up to eight months of an inten,ive program (residential, comprehensive family, ensis 

intervention, etc.) for adults who drop out of the mainstream, 2 yr, pay per hour program. 


Pay bounties for placing and keeping welfare recipients in jobs (America Works, Project 

Match, welfare department. ..) 


Offer employers one year of welfare check as a wage supplement 


Small pool of public, private and mixed jobs. 


Family planning (abortion, adoption, nOlplant) 


Enlcrprise Zones 

One stop shop for employment and training assistance 

Head Start, Education, Training Initiatives (School to Work) 


Jobs program similar to YIEPP 


I bave a dream type programs (Reward success not failure) 


Team based approaches to community service work requirements, olher services. 
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A Wish list: Is this inclusive? Can we prioritIze it? 

I. Change the social contract: Responsibility and npportunity. 
- offer second cban~ in exchange for commitment to use it 
- get new applicants to sign the contract:, _{,••k,,· \(. 

,,- national campaign to infonn people of (lew contractt esp teens. - R....r .s~rs 

D. Responsibilities: 

.. PREVENTION 

Minor motbers cannot receive welfare; an adult must supervise and apply on their 
behalf. (I think we all strongly agree OD this o ••--it was O. everyone'. list.) 

Provide for paternity and child support payments should be effectively mandatory. 
lower match rates and benefit levels for cases with no paternity. 
carrots for both states and individuals with paternity. 
All (medicaid) babies require paternity establishment in hospital. 
administrative process for gearing support payments to income level. Make it 
easier for men & women to do the right thing. 
100% of payments to children (unless benefits are high in 2yr pmgram?). 

",,_1'<-"-+ _t.l..ti _ ",""c 
Require ~nS/''to participate from day one in a employment, borne management or 
parenting activity immediately as a condition for receiving benefits. (wI LEAP-style 
reward/sanctions.) 

Single parents should not have preferential treatment. 
- Child support payers should be eligil:>le for re-employment plan. ElTC and 
other supports. Where are all the marriage penalties? 
- A parental UI system should not have a marriage penalty. 
- Refundable child care credits for working parents are preferable to child 
support assurance for single parents. VI for child support payers (split between 
parent and child) is even more preferable as an insurance scheme. Work 
related, no marriage penalty, 

WORKABLE 

If you have worked recently and are now looking for work you have met your 
responsibility and should receive VI or a special family VI support. 

If you have not recently worked, getting your first two years of welfare sbould be like 
a public job. You show up and get paid for the hours you put in. Parents are given 
two years of initial opportunity for a 'Public Job" which helps them to become mOre 
employable, You may be asked to watch children, job hunt) do community service, or 
get training. 



If you are not capable of performing to expectations in a pay per bour program, you 
h.ve much less freedom: residential boot camp, in-kind assistance only, or other 
remedial options. No able bodied perllon can collect cash and watch TV all week. 

Parenting requirements; immunization, school attendance. drug free borne, other? 

Make lime limits simple. predictable, certain. (Different limits for different people?) 

If you do not lake a temp job from tbe Jobs Consortia after tbe time limit. then ... 

What happens after the time limit: state choice. national minimum? 

DISABLED PERMANENlLY OR TEMPORARILY 
Different expectations/system fOf Ihe temporarily or permanently disabled. Don~ have 
to work, but can try to work without punishment. Need different program with better 
disregards? Continuing review of eligibilily. 

m. OpportuniHes: 

Jt In the welfare program 

60-90 day reprieve from asset limits wllh strong job search (family UI program? Give 
generous cash assistance, with job search) few other strings to those with a work history?) 


Raise and ind!:x asset limits for many current opportunity programs. 


Up to six months of an intensive program (residential, comprehensive famity~ crisis 

inlervenlion, elc.) for adults who drop out of Ihe mainstream. 2 yr. pay per hOUf program. 

Team based approaches to community service work requirements. other services. 

Pay bounties for placing and keeping welfare recipients in jobs (America Works, Project 
Malch. welfare departmenl...) 

Offer employers one year of welfare check as a wage supplement 

Consortia: Small pool of public, privale and mixed jobs. For cnd of time limits 

Outside of tb. wclfare program 

Family planning (abortion. adoplion, oOtpl.nl) 
Jobs program similar to YlEPP, I have a dream type programs (Reward success not failure) 
Enterprise Zones 
One stop shop for employment and training assistance 
Head Start, Education, Training Initiatives (School to Work) 

L 
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AFDC AS A REEMPLOYMENT SYSTEM 


Famllv Unemployment 
1!l$\ll'l!nct 
Parents earn 1 week for 3 
weeks worked; 6 monthsP 
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ReemploYment Program 

Private Sector 

Jobs 


+ 

EITC 


.. Participants paid up to 20 hm at minimum wage for eligible activities; 
- Supervised job searchlJOb Club; employment, training or education 
- caring for kids in Job Club; Head Start volunteer 

• Up to two years of eligibility (New ctock after 8 years) Public & 
Private' 

Temporary 
. Jobs 

Consortia 

RHf1lpJoyment OroP:Outs 
• 	No shows directed to intensive counseHng 

- ResKlentiai boot camp 
- Family crisls intervention 
- Referrals to disability program 

(misdiagnosis) 

Work-Friendly SSI Program 
• Rehabsfdryout 
• Work incentives 
• Continuously review eligibility 
• More generous disregards 
• Objective Disability Criteria 

-	 First child under 3 years 
Caring for disabled 
Physical disability 
Substance abuse 

~ Chaperoned living for !,lnwed mothers 
- Minimal benefits for parents who are 

irresponsible or refuse to parncipate 

Jobs, marriage 
parents. retirement 



September 30, 1993 

MEMORANDUM FOR BONNIE DEANE 

FROM: BRUCE REED 

SUBJEcr: Comments on NEe Jobs Group Draft [ssues Paper 

Here arc a few written suggestions to add (0 my general praise of your group's 
recommendations, 

J like your basic approach at the front end of focusing on immediate reemployment. 
My suggestions cnncem what happens at the hack end. 

A. Jobs Consortia 

1. You should highlight the Jobs Consortium ide. (p. 13) as a recnmmendation, not 
one of two options. This jobs bank is not an alternative to creating public sector jobs; itls a 
way to make sure that those jobs arc meaningful, well-run~ and a last resort It's as big an 
idea at the back end as FUI is at the front end. Put it in capital letters so people will take 
notice. 

2, You should stress that as Paul Dimond and I learned this week, community service 
jobs should be administered through non-governmental organizations wherever possible and 
should have minimal administrative costs -- jusl wages and child care. (National Service 
actually makes community organizations pay 15% of wages.) 

3, You might raise the possibility that we could make challenge grants directly to the 
Consortia, based on the number or percentage of people they place in jobs (esp. private sector 
jobs). The Consortia could also be given a lump sum to cover child carc, and usc the funds 
to create jobs for chUd care workers. 

B. Job CrealloD and Incentive. 

I wish you wouldn't come down so hard on employer incentives (pp. 17-18). The 
1'J1'C hasn't worked, but the idea has never been coupted with a work requirement before. 
The basic argument against employer incentives -- that they're stigmatizing -- is beside the 
point here: Anyone who has been On welfare for 2 years will have to overcome that stigma 
anywaYt and some kind of incentIve might help. You don't have to endorse the idea, but you 



shouldn't devote your strongest language (in bold on p, 18) to denouncing an idea we might 
need later. 

I like your suggestion of paying wage subsidies. to employees. I would phrase the 
"less than minimum wage" option another way: Tell long-term recipients that we'll pay up to 
half their salary for a year if they gct a pennanent private sector job (the ""p could be half 
the minimum wage for' 40 hours a week, which would equal the average AFDC grant in most 
states). 

We also may have a powerful tool we never had before: the ability to exempt 
employers from the health care mandate for a year if they hire people off AFDC. 

It's not fair to characterize these incentives as a windfall to employers: if they work, 
they're a windfall for governmcnt, whjch doesn!t lose anything because it would be paying to 
support the same people anyway, (Besides, jf we think these incentives arc a windfall for 
employers, why did wc just ask for $2 billion in employer incentives in Empowerment 
Zones?) 

Your suggestions on private groups and on performance bonuses are very good. You 
might give America Works a more ringing cndorsement. 

Thanks for all your hard work, You havc done a remarkabIe job on the toughest 
assignment. 



THE WHITE HOUSE 

WASHINGTON 

October 14, 1993 

MEMORANDUM FOR DISTRIBUTION 

FROM! BONNIE DEANE 

,_ 
Please critique the attached draft for possible inclusion in Bruce's Welfare 
option. Thank you. ' . 

Distripution 

cPaul:Dimond:::::> 
Judy Greenstone 
Belle Sawhill 
Doug Ross 
Kathy Way 
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AN END TO WELFARE As WE KNOW IT 


In your campaign, you set forth two ideas with the potential to transform the

I
. 

, 	 .lives of minions of Americans: that people who work shouldn't be poor, and that no 
one who can work should stay on welfare forever. 

I 
These ideas represent a sweeping political, economic, and moral imperative for 

your Administration: to reward work and family, demand personal responsibility, and 
build broad and lasting support for programs that empower people and break the cycle 
of dependence. . . 

We know the problem: over most of the past three decades, Washington has bur­
dened the poor with social policies that penalize work and reward failure, economic 
policies that favor the rich and punish the poor, and a welfare system that saps initia­
tive and undermines personal responsibility. The Los Angeles riots last year proved 
that the greatest risk of all is doing nothing. 

In other chapters, we address empowering the poor by improving the communi­
ties in which they live: community development banks, tenant management of public 
hOusing, community policing to put 100,000 cops on the beat fighting crime. This chap­
ter is about what the Ctinton Administration can do to make work pay, inspire personal 
responsibility, and end welfare as we know it. 

Political Background 

During the campaign, you put forward an empowerment agenda that is pro­
family and pro-work, including pledges to expand the Earned Income Tax Credit 
(EITe), make affordable health care available to all, crack down on child support 
enforcement, and reform the welfare system to educate and train people, and require 
them to move from welfare to work within two years. 

Many of these proposals wili be well received in the Congress, where there is 
much support for an expanded BITC and tougher child support enforcement. The cen­
terpiece of your welfare reform plan - the two-year time limit - win be more contro­
versial. . 

Four years ago, even though both the Reagan Administration and the congres­
sional Democrats supported welfare reform and organized opposition was scarce (the 
Senate vole was 97.1), the issue tied up Congress for over a year. This thne the task will 
be more difficult. Public employee unions and most advocacy groups oppose work 
requlrements, and some on the Hill share that view. These opponents will not attack 
the new Administration directly if they can help it, .but behind the scenes they wiU 
work to expand the exemptions, weaken the sanctions, and undermine the work 



, , 

requirement. 

Due to Ihese impediments, Ihe support of Ihe states will be critical - even more 
important than it was in 1988. Gov. Romer has offered his help, and Carol Rasco has 
asked Ihe !\IGA to set up a working group to help us develop a billihey can support. 
Sen. Moynihan and Rep. Matsui (lhe new head of Ihe Ways & Means subconunittee) 
have told us Ihey support this strategy of enlisting state support. 

Significantly, Ihe Republican members of Ihe Ways and Means Conunittee are 
drafting a welfare reform bill that implements major parts ,of Ihe Clinton proposal. 
These Republicans are actually prepared to spend some real money on Ihe program ($3 
billion a year in the out years), so it should be possible to develop a bill wilh bipartisan 
and nationwide support. 

Strategy 

We believe the'key to building public support for fundamental reform is time­
limited welfare. The key to getting Ihe political support necessary to pass time-limited 
welfare is to expand the mc and strengihen child support. And the key to making 
sure time-limited welfare work is to support and encourage flexibility, creativity, and 
innovation at the state level. 

We bdieve Ihat you have an opportunity to enact the most sweeping changes in 
poverty policy since the 193Os: a series of reforms !hat over the next 5-10 years wili 
replace welfare wilh work. We envision a plan !hat takes effect in stages: first, by mak­
ing work pay, eliminating work disincentives, and strenglhening child support enforce­
ment; second, by giving people on welfare up to two years of education, training, and 
job search assistance; and finally, by requiring allihose who can to work, either in the 
private sector or community service. 

In Ihe meantime, we would be building Ihe pillars across Ihe country to support 
this system: a national service program wilh community service placement councils at 
the local level; a health care system Ihat makes affordable care available to all who 
work; fully-funded early childhood intervention, nutrition, and health prognams Ihat 
make sure all children, regardless of income, can come to school ready to learn; housIng 
prognams Ihat give families a stake in how and where they live; and a child support 
system Ihat enforces personal responsibility through Ihe tax code, not the courts. 

That, at least, is Ihe vision, Here are the hard realities of how to get Ihere. 
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EXPANDING THE EARNED INCOME TAX CREDIT TO 

MAKE WORK PAY 

The guarantee that no one who works lull time should have to raise their chil­
dren in poverty involves two variables - the minimum wage and the earned income 
tax credit. On the one hand, the higher the minimum wage, the smaller the EITC needs 
to be in order to bring fun-time workers and their families up to the poverty level. But 
the EITe is a much more effective tool to fight poverty than the minimum wage. While 
a larger EITC may cost more in direct outlays, its cost to the economy - and to poor 
people - is much less. 

With indexing of the minimum wage at 1992 levels, it will take a $4 billion 
increase in the EITC to lift an working families of average size out 0/ poverty. If the 
minimum wage is not indexed, it will cost another $500 million. This is a smal1 price to 
pay compared to the effects of an indexed minimum wage. 

A National Crackdown on Deadbeat Parents 

The Family Support Act of 1988 required states to 1) ask unwed mothers for both 
parents' Sodat Security numbers; 2) begin mandatory withholding; and 3) establish uni­
form state guidelines for child support payments, The law is working, so far as it goes 
(collections are rising 10%. but the system is still. mess: Wages are withheld in 

One absent parent in iOuYlS a deadbeat. it· 
down a deadbeat, and even then he may not 

pay. 

The Bush administration has been slow to carry out the 1988 law. The federal 
enforcement bureaucrary is a nightmare - one state complained to Congress about 
cases it had referred to the IRS for collection in the late 19705 that still had not been 
eniorced. 

We propose the follOWing these steps to follow through on your campaign 
pledge to "do almost anything to get tough on child support enfcrcemenl" and restore 
the notion that governments don't raise children, people d~. 

IRS Collection a/Unpaid Support 

The current eniorcement system performs poorly, and federalizing it would cre­
ate a unified system in place of the current fragmented one which iitvolves every 
branch and level of government. But turning the existing child support system over to 
the IRS would be a massive, costly, and unpopular undertaking. Even the staunchest 
advocates of full federalization believe it is years away, They recommend that we fix 
the problems with the current system before considering lull federal control. 
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As an interim step, we recommend keeping most enforcement activities at the 
stale level, but asking child support agencies to report unpaid child support obligations 
to the IRS al the end of the year, to be collected through the tax system. We should 
probably limit IRS intervention to interstate cases, where the states are least successful. 

Tom Downey and most child support advocates would support expanding the 
IRS role, but some think that going halfway would further fragment an already 
unworkable bureaucracy. (David Ellwood, for instance, prefers experiments in child 
support assurance, as described below.) The argument for moving toward IRS collec­
tion is that it has enonnous long-term potential, and any additional enforcement would 
be better than nothing. 

Other Child Support Reforms 

In O:tober, Congress passed one of your camp.ugn proposals into law, making it 
a felony to cross state lines to avoid paying child support. But much more needs to be 
done. We recommend the following changes, which should attract bipartisan support: 

• 	 Requiring states to report deadbeat parents to major credit agencies. 

• 	 A national registry which would allow st.tes to find non-custodi.l par­
ents who h~ve moved to other jurisdictions. 

• 	 National guidelines so that child support awards do not differ markedly 
from state to state. 

• 	 A streamlined paterrdty process involving paternity determination in hos­
pitals, use of • simple affidavit, and use of the administrative process for 
contested cases. 

• 	 Tougher enforcement of medical support, including elimination of the 
existing statute that allows self-Insured companies to avoid providing 
health coverage for the non-custodial children of their employees. 

• 	 A requirement that all states have central registries of all child support 
orders and a central mechanism for collecting and disbursing payments; 
also, employers should be required to report all new hires to the child 
support agency; and 

• 	 Eliminating the current confusing incentives system, with money used for 
this purpose folded into the regular 1 child support match 
so that the federal government picks up 85 percent of administrative 
costs; at the same time, requiring states to spend their federal child sup 
port enforcement funds on child support enforcement, instead of using 
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them to subsidize other programs. 

Child Support Assurance De,monstration Projects 

Many experts, including Ellwood, believe that time-limited welfare will work 
only if it is linked to some form o,f child support assurance, which would guarantee that 
single-parent familles receive a certain amount of money per child, in return for identi­
fying the missing parent and helping track him down. 

The advantages of child support assurance are clear: It would help the thou­
sands of children who go hungry when their fathers don't pay, and it would glve wel· 
fare mothers a greater lnoentive to cooperate in seeking child support orders. 

But the drawbacks are also clear: A national system of Child support assurance 
would be expensive ($2·5 billion a year), and we don't know whether it will work. 
Many argue that fathers will be even less liksly to meet their child support obligations 
if they know that governmenl will provide for their children whether they payor not, 
and that child support assurance' could encourage parents to have children or families 
to break up in order to receive money In any case, government shouldn't promise to 
make child support payments until it proves it can collect them. 

We recommend a series of demonstrations to see whether child support assur­
ance works before committing to a national program. At the same time, we can mea­
sure how much our other initiatives do to improve child support enforcement. 

I 

ENDING WELFARE As WE KNow IT 

The heart of your promise to those on welfare is: a radical transformation of 
AFDC from a program that provides income maintenance to one that provides transi­
tiona! support and work. This proposal has three components: (1) everyone who needs 
help can get up to two years of transitional assistence fjob search, education, training, 
child care) aimed al getting them off welfare; (2) caah benefits will be limited to two 
years; (3) after two years, aU those who can work will have to work. 

Below, we outline three possible ways to fulfill the vision laid out in the cam­
paign. You should judge them on. alleast four criteria: . 

1. Feasibility - Can the ststes make the program work in the time frame demand­
ed, under the constraints imposed and within the available funding? This is no small 
challenge; as many as 1.5 million AFDC recipients could be required to work under this 
program, and even CETA at its peak never topped 800,000 participants. CWE:P, the 
work component of JOBS, currently has only 13,000 participants nationwide. 
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2. Results - Does the reality match the rhetoric? Have we ended welfare as we 
know it? The reforms have to have wide impact to satisfy public expectations of a real 
chartge and to prevent criticism of the program as ineffective. Many will judge success 
by the toughest standard: the number of people who have moved from welfare 10 work. 

S. Cost - Can we afford it? Can the states afford it? And what will we really get 
for our money? 

4. Flexibility - It is up to the states to prove that time-limJted welfare can work. 
Surprisingly little research has b~n done on the overall effects of work requirements on 
AFDC recipients. Any national program must encourage all manner of experimenta­
tion at the state level. 

OPTIONS FOR TIME-LIMITED WELFARE 

Option 1: Universal Work/are 

The most literal implementation of your promise would be to seek an immediate 
two-year limit on all AFDC benefits and to mOve as rapidly as pOSsible 10 implement a 
nationwide work program for those who pass the limit. Stales would be required to 
provide two years af education and training to all wha need it, and comply with a rela­
tively rapid limetable for phasing in a work program that wauld apply to all AFDC 
recipients after two years, subject mast likely to current JOBS exemptions. 

Advantages: The best argument for this approach is thai it would be a shock 10 
the system, and send a clear, immediate signal that you're serious about ending wel­
fare. Some reformers, including Mickey Kaus, believe thai a two-year limit is itself too 
lenient, and that phasing it in over a long period of lime wiD dilule any impact. This 
option would affect the largest nlimber of people most quickly, and would give you the 
best chance 10 point to large numbers of people moving from welfare to work. The cost 
per person would also be lower, because most states would tum to workfare rather 
than public jobs programs. . 

Disadvantages: This approach would require a massive, rapid phase-in 01 a pro­
gram with which the slates have little successful experience. The faster the implemen­
tation and the larger the number 01 participants, the higher the COSI and the greater the 
odds that the program will be plagued by poor implementation, the appearance of 
make--work, and so on. 

This approach would also have a chilling effect on state experimentation with 
creative welfare reform. The more the program demands of states, the less they wiD be 
able to take on other challenges. Finally, because of the large scale programs, il would 
be very expensive - at leasl $4 billion a year by 1995 on jobs programs alone - and the 
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federal government would have to pick up most of the cost. 

Perhaps the most compelling argument against universal workfare is that it 
moves us no closer to your real goal, which is to move people from welfare to real 
work, not just make them work for their welfare. 

Option 2: Demonstration Projects 

David Ellwood initially proposed a modest transition to time-limited welfare, 
starting with ambitious experiments in a handful of states and gradually adding more 
states over time as we learn what works. He fears that moving too qulckly to • two­
year time liniit nationwide will discourage innovation, overwhelm the capacity of the 
syslem, and ultimately lead to workfare, which he opposes. He has outlined a more 
cautious strategy: . 

1. Choose a dozen states that are eager to reform their welfare systems, and requlre 
them to design policies that will reduce the fraction of recipients who receive welfare 
for more than 2 years by 25% without cutting benefits. Give the states considerable lati· 
tude to experiment and redirect existing funds, so long as their plan clearly encourages 
work and independence. 

2. Require participating states to design a system that can track recipients' partici­
pation in employment and training. A comprehensive evaluation plan will have to 
accompany the state proposal. 

3. Require participating states to adopt some form of time-limited cash assistance 
for those who can work. Some s.tates could adopt CWEp, whJle others could try time­
limited welfare followed by a public/private jobs program. ,, 

4. ReqUire all 50 states to d~amatically improve their chJld support enforcement 
system. Some wouid be encouraged to adopt chJld support assurance; all would have 
to move rapidly to adopt a series of major reforms. 

5. Enlice states to participate by offering a high federal match - 90% or mOre. 
Eventually, all states would be requlred to participate. In the meantime, we could enact 
other changes that will help reduce the welfare rolls and make work pay: an expanded 
mc, tougher chJld support enforcement, and national health care. 

Advantages: This approach has some appeal. It will encourage stale experimen­
talion, produce useful results, and perhaps build both a political and academic consen­
sus for further actinn. It avoids the risk of creating a CETA-style workfare program that 
could tum welfare reform into a national embarrassment - and it couid be achieved for 
a lot less money ($500 million to $1 billion) and very little political capital. Ellwood 
believes that the best time-Iimited,welfare system is one where no one reaches the limit, 
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and it would be a mistake to focus aU our attention on making people work instead of 
moving them off welfare. 

Disadvantages: There are obvious drawbacks to any effort to slow-dance the 
problem. First, asking a few states to conduct experiments in 'welfare reform without 
enacting a two-year time limit will not end welfare as we know it. Many observers will 
consider this issue the key test of whether you are willing to take on the status quo, and 
pilot projects will be viewed as at best a broken promise and at worst a concession to 
narrow interests. More important, without a two-year time limit and a work require­
ment, the Clinton Administration will put off progress in the majority of states and 
won't move many people from welfare to work. , , 
Option 3: Phased-In Time Limits 

This is the "modified demonstration" option. Some aspects of the program 
would be universal; .11 AFDC recipients would be guaranteed up to two years of edu­
cation and training, and .11 new AFDC cases would have to go to work after two years. 
But sweeping welfare reform experiments would be funded in a handful of states most 
interested in reform while phasing in national implementation of time limits for .11 
recipients over the next decade. , 

Here are the key elements: 

1. All AFDC recipients would be guaranteed education and training services dur­
ing the first two years of welfare receipt , . 
2. As of the effective date of the legislation, aU individuals coming onto the AFDC 
rolls would be subject to a two-year time limit, after which they would have to work (in 
other words, the time limit would apply to all new cases). 

3. A handful of states would be funded to run five-year demonstration projects to 
test and evaluate ways of implementing the work requirement and creative welfare 
alternatives that are breader in nature. As in Ellwood's plan, states would be allowed 
to redirect existing funds for AFDC, food stamps, and other aid so long as the plan 
encourages independence without reducing the incomes of most recipients. Rigorous 
evaluations would be required, and the results 01 these would be made available to ail 
other states for use in designing their programs. 

4. Five years after the legislation becomes effective, all other states will submit 
plans to the Secretary of HHS for phasing in the work requirement for those long-term 
recipients already on the rolls on the bill'. effective date. This phase-in must, in all 
cases, be completed by year 10. 

Advantage.; This option gl,ves states more time to gear up for the work require­
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ment. Rather than forcing states to find work for 1.5 million people in a short time 
frame, applying the requirement only to new applicants would affect • much smalier 
group, according to unofficial COO estimates: 

Year 3 179,214 

Year 4 422,9~ 

YearS 609,543 


nus option establishes tha prinCiples of time limits and work requinements. It 
fulfiJIs your campaign commitment, since in time all AFDC recipients will be subject to 
the work requirement. ; 

Disadvantages: nus approach will cost more than Ellwood's option - $4 billion 
a year by 1997. As with Option 1, states will still be hard pressed to find meaningful 
work for large numbers of AFDC recipients. 

Summary 

We favor Option 3 as the best way to encourage experimentation while requiring 
broad participation. We believe this proposal can attract a wide range of support from 
academics like Ellwood, policymakers like Senator Moynihan, and reform-minded gov­
ernors ac:ross the country. The detalis of such a compromise option may be tough to 
figure out, but we would like to explore these options and others in more depth with 
the NGA and state welfare directOrs. : 

OTHER ISSUES 

Whichever option is chosen as the overall framework for welfare reform, a num­
ber of thorny design issues will confront us in drafting a bill and affect how labor, the 
states, and liberal advocacy groups ultimately view the program. Some of these issues 
are mentioned below. 

Should education and training during the first two years be mandatory? 

Some will argue that the goal of welfare reform should be to increase human 
capital investment. They advocate making lOBS participation mandatory during the 
first two years. This would be expensive and increase the burden on states. 
Furthermore, as many as 30 perc~nt of new AFDC recipients leave the rolis within the 
first six months, so a mandatory program would spend resources on individuals who 
are in the process of leaVing welfare anyway. We recommend leaving it up to the states 
to decide whether participation should be mandatory for particular groups, although 
we should consider mandatory participation for teen mothers. We also urge job search 
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programs, on the grounds thai job placement is better than training. 

What form. should the work program take? 

There are numerous models for work programs, and no definitive research as to 
which is best. We recommend maximum state flexibility in designing the work pro­
gram. Options would include: , 

Community Work Experience (CWEP), or workfare, which involves working in a 
community job for a number of hours determined by dividing the welfare grant by the 
minimum wage. CWEP is relatively cheap and easy to target, but is unpopular with 
public employees and advocacy'groups. . 

Public Service Employment (PSE), in which those who work are paid an hourly 
wage, and those who do nol work get nothing. Some allowance would undoubtedly 
have 10 be built in to continue proViding for the children, but AFDC itself would end. 
PSE feels more like a real job, and is more popular with labor. It's aiso more expensive, 
as labor will likely push for atle~st 125% of the minimum wage. 

, 
Subsidized private seclor employment would clearly be the preferred model. 

For years, AFDC law has permitted diversion of welfare grants to employers who hire 
recipients. While states have never taken to this approach (employers complain about 
the administrative burden), groups like America Works have been very successful in 
moving people off welfare into private sector jobs. 

We recommend letting states decide for themselves which kind of work program 
to use for those who remain on the rolls after two years - Community Work 
Experience (CWEP); Public Service Employment; subsidized private sector employ­
ment; or a combination. That will"..sure a range of evidence for researchers to study. 

Where will we find 1.5 million new jobs? 

As with the national service program, community service jobs for AFDC gradu­
ates should not displace existing public employees. A Ford Foundation study in 1986 
identified some 3.5 million potentiallabo,..intensive jobs that could meet urunet public 
needs. But it still won't be easy to find jobs for welfare recipients. We will work with 
AFSCME and service organizations to identify the types of work that should qualify, 
and develop guidelines for dealing with the difficult issues of displacement that will 
come up consistently throughout the countcy. 

To reduce bureaucracy, the same local councils described in the national service 
chapter could be asked to find community service work for welfare recipients. One 
day, it may be possible for those who are eaming their national service vouchers and 
those who have moved off welfare into pubUc sector jobs to work side by side. 
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How much work will be required? 

Currently, in low-benefit states, the CWEP work obligation is so short as to make 
the program of little value (in some states it's under 10 hours a week). As a result, 
about half the states have eliminated the program altogether. We :recommend adding 
. the value of food stamps to the AFDC grant in computing hours of wot~ or setting a 
floor on the number of hours recipients have to work. While this will be highly (:()ntro­
versial, it will also result in a more meaningful work obligation in all states (for mothers 
with children under six, the work obligation would still be 20 hours/week, as under 
curren! law). . 

What is the sanction for not working? 

The sanction for not working after two years needs to be more meaningful than 
under the present CWEP structure. 1n Ohio, for instance, the average recipient assigned 
to CWEP is supposed to work 80 hours per month. If she doesn't, she loses $60. Since • 
third of this is made up by an increase in food stamp benefits, the net loss is around 
$40. 1n effect, for every hour she misses, she loses 50 cents. We recommend thet the 
states be required to design mOn! meaningful sanctions, perhaps in the range of 3().50 
percent of AFDC benefits. This should probably be designed as an automatic reduction 
in benefits rather than a sanction to make the program less unwieldy to administer. 

Who should be exempt from work requirements? 
, 

The Family Support Act currently exempts mothers with children under 3, pn!g­
nan! women in the last two trimesters of pregnancy, and several other smaller cate­
gories from JOBS participation. We recommend exempting these same groups from the 
new work requirement with two exceptions: mothers who have an additional child 

' while on welfare would only be exempt until the child is one, and teen parents should 
( be exempted as long as they I!!main in school and an! under 18 (it makes little sense to 

force a 17 -year-old welfare mother to drop out of high school because she has been on 
AFDC for two years so that she can go to work). Finally, the two year grace period 
ought to be a one-time matter - recipients would not get another two years every time 
they return to the AFDC rolls. 

How should federal funding be structured? 
I 

Welfare reform of the magnitude being discussed will cost around $4 billion 
when fully phased in - plus another $4 billion to expand the EITe. We can hardly 
expect slates to provide much of thai welfare money when they have only been able to 
spend two-thirds of the funds available to them in the existing JOBS program. One 
option, of course, is to provide 100% federal money, but this reduces the states' incen­
tive to manage the money carefully (or so it is said). A ,\,orkable funding strucluI!! 
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• should be the subject of a working group with representatives of the states (NGA & 
APWA) prior to submission of legislation. 

, 
Should sfates be allowed to impose their own time limits on 
community service? . 

Some Republicans may propose taking your idea one step further, by calling for 
a time limit on public works programs as well. They will argue that our community 
service proposal will prove to be a disincentive to working in the private sector, and 
that instead of moving people off the welfare rolls, we will simply be paying them to 
stay there. We can rebut this argument by making sure that mandatory job searches 
are a component of any works program . 

. 
Other Empowerment Initiatives 

We should raise the AFDC asset limit from $1,000 to $10,000 for assets retained 
for improving the education, training, or employability of family members, or for the 
purchase of a home or change of residence. in particular, the value of an automobile 
that AFDC recipients are permitted to own needs to be raised from its present $1000. 

You may also want to consider some kind of experiment in Individual 
Development Accounts to help the poor save - either Tony Hall's demonstration bill 
($100 million in federal matching funds for "the poor man's IRA"), or a more conserva­
tive pilot project that allows welfare recipients who lose benefits when they go to work 
to keep some portion of those benefits in an escrow account that could be used for an 
education or first home. 

Finally, we can begin to reduce the marriage penalty, by allOWing mothers to 
keep a portion of their welfare benefits when they get married (but only for the two­
year time limit). 

A Note on Budget Estimates 

We assume that these policies will result in roughly an 8 percent reduction in 
AFDC payments by the fourth year. This is in the range of reductions that have been 
experienced in other welfare reform demonstrations, particularly those administered by 
MORe. Some will argue that there is no evidence that work requlrements, as such, 
reduce welfare caseloads. On the other hend, tha Clinton program includes a range of 
policies that goes well beyond simply mandating work. indeed, this is a more ambi­
tious set of policy changes than has been attempted previously. 

t 
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BUDGErARY EFFECTS 
(In Billions) 

, WELFARE REFORM 

PROGRAM FY93* FY94 FY9S FY96 FY97 FY98 94-98 

Expanded EITC .700 1.000 2.000 4.000 4.200 4.400 15.6 

Expanded JOBS 0 .600 1.500 2.600 3.800 4.000 12.5 

CIlJd Support 0 .200 300 .400 .500 .600 2.0 

Caseload Reductioo 0 0 ·.400 ·.Boo .2.000 .2.200 ·5.400 

WELFARE SUBTOTAL .700 1.800 3.400 6.200 6:soo 6.8 :14.700 
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W.lf.... Reform Optl..: The Hill 

One Page Summary Description 


We """ provide an increasing incentive to move from welfare to work by slowly 
reducing tbe benefit levels over time after the first two years. In lieu of the cash benefit. 
eligible recipients will be entitled to an equivalent level of investment in their human capital. 
State. could organiu: variou. investment options (as they do now) such as job scareh. work 
experience: or on the job training. Over time, recipients would be forced to invest more in 
themseh'" if they have not been able to get off welfare. Those who are employable will 
have a greater in",,"!;ve to take advantage of the "Make work pay" policies such as the EITC. 

Example: Benefits could be cut hy 10% after yean; 2. 4. aad 6. For those on 
welfare more than six years, the benefit level would be only 70% of that for first time 
recipients. The attacbed cost estimates suggest: 

$12 to $15 billion dollars over four years c.ou1d.be invested in the 
most disadvantaged ~elfare mothers without increasing the deficiL . 

Additional features eQuid include: 

• Participant cbolce. In the first two years, participant. could cboose to receive 1) cash 
only. 2) • mix of casb and service •• 3) service. only in • residential setting. Those that opt to 
give up cash and invest in tbemselves should get extra matching federal dollars to enrich their 
opportunity. In later years participants could still cboose to invest more tban the mandated 
level and receive additional federal matching funds. 

• Mandatory Work. Work could be required at any or every stage for those who are able. 

• Bounties/subsidits. Creative uses could be deSigned for the investment entitlement to 
serve as a tempora:ry wage subsidy, an employment bonus or a job placement sen'ice fee. 

• Sen'ices to fatbers, cbildren. ' The entitlement for investments could be: transferrable to 
fathers, husbands, or children. 

• Savings. The money could be saved in an Individual Development Account. 

• Unused funds. States should be required to spend the entire pool of money created with 
benefit reductions. Since the take up rate for investment entitlements is unUkely to be 100%1 
tbis money Gould be used for otber forms of assistance. For example: target intensive 
assistance to potential long term recipients earlier, offer child care and transport to those 
exercising their investment entitlement, or truicb the quality of the entitlement based services. 

• Encouraging work. In addition to tbe investment services and the make work pay 
strategies, recipients could be encouraged to work through disregards. Recipient. could make 
up tbeir benefi, reduction with. special disregard of 50-100% of income up to the benefit 
level for new applicants. Such. work e'perien"" could be coordinated witb other training or 
assis1ance to offer a supported work opportunity. 

http:c.ou1d.be


Budget Impact (Above Reconciliation Level) 

The CLIFF 
EITC 
Expanded JOBS 
AFDC 

Total 

FY93 

0 
0 
0 

0 

FY94 

0 
0.600 

0 

0.600 

FY9S 

0 
1.500 

-0.400 

1.100 

FY96 

0 
2.600 

-0.600 

1.800 

FY97 

0 
3.600 

·2.000 

1.800 

FY96 

0 
4.000 

·2.200 

1.800 

94·96 

0.000 
12.500 
·5.400 

7.100 

This is a modification of U1& estimate in the transition document on woKam relorm. 
Note: Scoling of this aijernative would depend on the .xtent 

that caSeload reductiOn assumptions are aCcepted. 
Wdhout cred~ for caseloed reductions, tile total would be $12.5 billion 

The HILL 
EITC 
Expanded JOBS 
AFDC 

Total 

0 
0 
0 

0 

0 
1.272 

·1.272 

0 

0 
2.172 

-2.172 

0 

0 
2.838 

·2.838 

0 

0 
2.838 

·2.838 

0 

0 
2.838 

·2.838 

0 

0.000 
11.956 

·11.956 

0 

In lhis a\1ernalive. the 'hl1r Is pI'Iased In over IhlllEl years. 

Banefrt. are reduced by 10% after 2.4 end Ii years. 

For those on AFDC for more than 6 years, benefits would be 70% of the inijiallevel. 
Not.: Gaseloed reductions aft! not counted. but would reduce the deficU. 

Coseload reductions would reduce both AFDC expendnures 
by more than indicated and reduce JOBS expenditures. 



The HILL-- A Steeper version 
EITe 0 
Expanded JOBS 0 

AFDC 0 

Total 0 

0 
1.272 

-1.272 
0 

0 
2.344 

-2.344 

0 

0 
3.244 

-3.244 

0 

0 
4.020 

-4.020 

0 

0 
4.020 

-4.020 

0 

0.000 
14.900 

-14.900 

0 

Note: In this version. 10% cuts are taken each year for four years 
after lhe two year limit. In the sixth year of welfare reciept 
and beyond, only 60% 01 the benefillevel would be paid in cash. 



"The Hill", Supporting Analysis 

The following observations provide \he basis for \he welfare option summarized above. Eacb 
of these observations is detailed at greater length below. 

• 	 Two fU'" of training opportunities ... mnol end dependency. Although small 
gains can be made with 'relatively small sums of money. there is no evidence that we 
know bow to design programs at any price which will offer a permanent transition to 
self-sufficiency for everyone on welfare. Training, education and other investments in 
people make a positive contrlbution ... but tnlining is not • quick fix. 

• 	 AlthOtlgh the returns 10 training are 1101 large, ..e ean stIli maximize them. 
Redirecting funds from consumption into self-investment as time passes is compatible 
with what we know about the returns to training investments. 

• 	 Subsidized work is Important, but not. magic bullet. Providing work for those 
who are not capable or cannot find jobs will be more expensive than continuing to pay 
AFDC. \\'hether we provide high quality job experiences or just workfare, organizing, 
supervising and monitoring will add cost. Will we allow public jobs to become a way 
of life? I 

• 	 A strongly enforced work requirement may be eUher 100 cruel 10 those who need 
lb. most help or unconVincing 10 tbe general public. What do you do with a 
woman when she gets pregnant while working in a public job after two years of 
welfare? What do you do with someOne who gets off dmgs withio the first two y...., 
but still cannot keep. steady job? Although exemptions can baJance tbe humane and 
punitive aspects of the system, exemptions may also create a feeling inside and out 
that welfare is still a way of life for certain people. Leaving a safety net for such 
contingencies in whieb people get less cash and more help should resonate with the 
public sentiment without exCessive cruelty to children. 

• 	 Most poor, single mothers with lillie education cannot support. f.mlly. A self­
sufficiency policy should invest in the work potential of fathers or busbands who 
ultimately will support many current recipients, 

• 	 New taxes to pay for serviccs 10 welfare mothers are unlikely to pass on the heels of 
health care reform taxes: a balanced budget option Is needed. Shifting the burden of 
investment from society to the individual over time is budget neutral and couples 
opportunity with responsibility. 



I. Trajnjng or education during a two year period lViI/not be sufficielll 10 free all mothers of 
welfare dependency. 

The evaluations of welfare and training programs show thai we do 001 yet know bow 
to design a program that will create a large exodus from the welf"'" rons. In the twenty plus 
programs evaluated by MORe,' loW <OSl interventions nmgndfrom $118 per person in 
Arkansas to $953 in Baltimore. Low oost services generally include job sean:b audlor short 
tellll work experience. High oost services, such as on the job training or supported work, 
ranged from about $2,000 to $17,000 (Se<: Table A.t attached). Returns on the Investment 
(to taxpayer,; and recipients) tend to be roughly proportional to what is Invested, although 
mon: expensive services are typically targeted on a select or voluntary segment of the 
cas.load (See Graphs: 'High-Cost Services vemus Low-Cost Services).' 

The result of these investments is typically. modest rise In the propensity 10 work. 
The participant sus a modest rise in income and tbe government gets a small savings in 
welfare grants. Very few recipients, however, actually leave welfare after the service 
intervention. Table 4.2 summarize~ a nmge of results from various programs. Only San 
Diego and Arkansas managed to raise exit rates more than a percentage point or two. EveD a 
seven or eigb! perant increase in exit rates will not be sufficient to belp all mothers 
permanently leave welfare in two years, 

Traditional classroom education assistance for basic skills and GED completion bas 
not been thoroughly tested. Despite the lack of evidence, the Family Support Act mandates 
that education rather than training should be the mandatory activity for tbose with no diploma 
or low literacy levels. Practitioners, on the otber hand, sUess that many high scbool dropouts 
do 001 want tu return to schooling activities and often fare better when encouraged to work 
first. The two year limit will make education oriented programs even less practical. It is 
difficult to imagine th.t we could bring someone from lIIiteracy to a high school diploma In 
two years even if there were no health or childcare crises intervening. Although education 
may be a reasonable chOice, we have no evidence that mandating educational activities for 
aduhs will substantially improve their sbort term prospects of self-sufficiency. 

In sum, we have no eVldence that we can design a training program that could prepare 
a cross section of welfare recipients for self sufficiency within two years. Flexibility 10 try 
work, training or education in any order and rebound from failures seems '0 be a better model 
than a striel linear progression from formal education or training to work. Spending 
significant new money on a national scale training program for welfare mo1hers cannot be a 
recommended courSe of action. ' 

Gutron and Pauly, From Welf"'" to Work. 

, Friedlander and GueroD, 'Are High-Cos! Services More Effcaive Than Low-Cost 
Services?" in Mauski and Garfinkel, Evaluating Welfare and Training Programs. 
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(M.Unt); f~ Bryl.l'll, -.nd c....t, 1968 (New JetVYt Kemper, Long. t.nd Thornton. 1981 
(Supported Work); unpubli!h~ MORe diU! tor Atk.imu, 5&n Ottgo I, VirgiNI,.and WKt Vtrpnt., , 
NOTES: ~costs~Ut!how i.tmur«I:l;>y \M¢per.tlng ..geney.whilt ~indi.re<I cost."wen-inaund 
by OlMr Igt'1lda: "VOSHOS!!." ue thefull ros~per~peri;mtontal.whlJe ~N'l C'OSt:s" $ubtnctnomg'l'O» 
C(J$ts the ~ts of s.en.1."!S controls. CM1 .-stirn.tK shewn in boldf.", type btost rrllt'd the net COil of 
5en.;Cts in ~ intended ~~t'f\ce; these In! \N-(t)I;Q cited in lha v>ltWf\e (!ft A~A tul 
(ar deWls). 
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n, Redirecting funds from consumption into self-in..-ent as time]J<l.SSes is rompatible 
with ....>hat we know about the returns to training investments. Although the returns to training 
are nOl large, we can still maxiIni2C- them, 

Surprisingly. OUr interventions with long term rocipients arc: most successful. There is 
a significantly better return on investment to ttaining interventions for applicants with a prior 
history of welfan: receipt and recipients On a spell for longer than two years.' Note that new 
AIDe applicants returning to welfare were helped by services far more than those applic.ants 
arriving for the first time, Among cumnt recipients, those On AFDC for more than two years 
and with no work history benefited from extra belp more than the average recipient. What 
Table 4.3 does not show are the percentage cbaoges in earning/; or welfare receipt which 
WQuid show that tbe intervention was even more successful among lower tiers in the system 
who tend to eam less on average. ' 

It is not surprising tbat the returns to interventions for all first time applicants are 
relatively low. We know that within two years half will get off by themselves anyway and a 
third of all newcomerli will get off never to retum,' What the data in Table 43 do not show. 
however, are returns to investing in target groups of potentia) long term recipients at the time 
of their first application. Even without experimental data to prove it, it seems that investing 
early in the most ai-risk new entrants would payoff, The Det present value of benefits we 
can expect to pay to a Dever married mother is about $38,000 ror AFDC payments alone. / 
When average levels of fO<Xi stamps, housing and medicaid an: included, the present value of 
benefits for tbe average never married mother is almost $97,OOO~s 

In the "Hill" option, we can take advantage of what we know about returns to 
investments in welfare recipients. We can target the more expensive training interventions on 
Ihose who probably have the biggest skills or emotional problems: tbose who stay despite 
significant decreases in the benefit level. We can use modest interventions to help those who 
bave stayed longer than two years and may simply need an extra Dudge. Surplus funding 
from unused investment entitlements could be directed toward early intervention for these at­
risk groups. For the majority of first time applicants. however, tbe best service is probably 
providing the maximum level of cash assistance~ some help to get on tbeir feet if they want it, 
and a guarante.e that their current cash .income is not a way of life. Mandatory activities such 
as work or education should be required at every stage for whom it is appropriate. 

Using the "Hill" option we can start making sensible investment. that work without 
increasing the deficit. Instead of just cutting people off or letting them stay. we can shift 
slowly and sensibly from billions of consumption dollm to billions of investment dollm. 

, Table 4.3, From Welfare to Work, 

• See Ellwood 1986, 'Targeting tbe Would Be Long Term Welfare Recipients" or 
Ellwood and Bane 1983. More recenlly updates on tenure data have been presented to the 
Working Group on Welfare reform, 

, Calculations based on the Ways and Means Green Book and the Working Group's 
tcnure data. 
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1lI. Providing jobs for those who Cllnno' find IAem will be mmt expellSivt than conJimdng to 
pay AFoc. Whether ... provide high quality job experiences or just workfare, ",ganizing, 
supervising and monitoring will add cost. 

The cost of • job equivalent 10 those offered under CET A would be $17,llOO today. 
At minimum wage it would still COSt $9,000 to $10,000. If this sort of job were olJw:d to all 
welfare recipients who were on welfare for more than two years. we would need over 2 
million jobs at • cost of about $10 billion molO than what we currently pay for welf.,.. In 
addition, we would need to pay for day care, transportation and the alleviation of other 
obstacles to work if we expect mothers with young children to work or starve. Why would 
anyone leave this system when they can receive aimost $8,000 per y.... in a completely 
SCCUIO job with no obstacles 10 work? Subsidized work is IlOI ntCCSSariIy the end of welfare. 

The at1raction of CWEP (Community Wor' Experience Program), a synonym for 
workfare. is that the recipient recei~es no more and no less than their welfare entitlement 
Overheads may be very low because tbe welfare agency can simply require recipients to show 
up and work at the parks and recreation SC1Vice or a non-profit organization. Workfare 
providers, recipients and their sympathizers tend to be very critical of workfare because it 
does nOI allow people 10 earn a pay check for an bonest hour'. work. Nor does workfare 
provide anything to put on a resume in order to gain future employmenl. Proponents of 
workfare tend to see it more as a deterrent to staying on welfare than a curative for the 
negative aspec;s Of welfare, 

A middle ground in this debale is a 20 hour per week job at minimum wage for all 
AFDC recipients who teach the end of tbe two years and cannot find a job. The benefit level 
would then be over $320 per month (80 bours pet month at $4) for everyone in every state. 
Since this is a lower level tban Ihe current average benefit level, the Federal government 
OUghl to be near indifferent to this proposal especially if it reduces Ibe casoload. States 
however. may Dot want to lower or raise their benefit level so dramatically. Perhaps states 
could be allowed to offer 10,20 or 30 bours of work. This low cost oplion would not be 
incompalible with the "Hill." 

Work requirements in any form leave a Dumber of open questions. Would recipients , 
find this secure job more attractive than private sector work? After the two year mark, what 
would happen to those wbo bave problems sucb as children under I, illness, or emotional 
problems? Arc we willing to let tho.. people and their children slip off the edge if they 
cannot manage to work regularly? This leads to lb. fourtb observation which is on work 
requirements, 

IV. A work requirement will be difficult to enforce in a way that WQuld be meaningfid to the 
public wl'rhout severe hardship on many poor children. 

"..no program can achieve a participation ratc even close to 100%' • The Sun Diego 
Saturation Work Incentive Model (SWIM) had one of the strongest enforcement systems of 
all the full participation, mandatory programs thaI were monitored by the MORe. However, 
38% to 62% still became ineligible' due to illness, proguancy, or other circumstances 

• Gutron and Pauly, From Welfare 10 Work. 



recognized by tM program. Among tM eligible population a jput deal of staff effort was 
required to obtain participation rates varying between 35% and 60%. "About half of about 
half" is equal to about 25% of tM caseload. Would the average voter believe that a univeJSal 
work requirement only affected 25% at any given time? Would AfDC ",cipients believe it? 

Even ",ithout taking into account disabilities, tM nonnal emotioual and persoual crises 
will make work requirements difficult to enforce in a way that is comprehensive enough to 
convince the average voter and yet' responsive 10 the teal problems of people with no 
alternatives or resources. How do you treat a woman who becomes pregnant while working 
in a public job aft.r two years of welfare? When sbe can~ work, docs she get nothing? If 
you exempt her for a year, aren'1 you dramatically increasing the incc:ntive to continuously 
bear children 1 

The "Hill" option will encourage those wbo can to leave. Those who stay will need-­
and get--more Mlp. After the two years, those who have emotioual problems, substance 
ahose problems, an additional child or otber crises lhal prevent work should be allowed 10 
have a safety net...but not at the same rat~ as first dme reclpleots. 

Work requirements are compatible with the notion that benefits should faU over time. 
tf a cost effectivel humane work program can be designed. why not start on day One for those 
who can work but cannot find a job? As the individual stays in tbe system longert work 
¢xemptions will get harder to come by and the Dumber of bours offered will be fewer. In a 
high benefil Slale, Ihe minimum wage job could SIan al 40 hoUlS then fall 10 30 or ZO. In the 
end, a subsidized job is just another form of welfare. Neitber cash payments nor subsidized 
work ·should become a permanent way of life. 

Is it fair 10 "sanction" people over time just because tMy cannot find a job in a weak 
economy' If a poor mOlher cannOI find a job for two years, il is probably ber localion (or 
skill level) rather than Ihe economy. She should be eXpc<:led to move (or uain} jusl as other 
working parents are expected to move: in orde:r (0 find work. The Bureau of Labor Statistics 
projects than over 24 million net new jobs will be crealed in Ihe u.s. by 200S. Over 10 
million people fllld work in a given year lhat did nol work the year before.' The economy is 
not so bad tbat a person can stay on welfare for six yean; and claim there are no jobs. 

v. It is very difficult for a poor, single matner with little education In supporr a family. A 
self sufficiency policy should invest in fathers or husl>ands as well as mothers. 

ElIwoOO and Bane have presented to the worldng group supporting data on this subject 
which J will not reproduce: here. To summarize. low earnings for women and the need to 
cover child care, housework and paid work make two parent families a much morc: 
economically viable solution. Marriage or child support is • mOl< likely route to self 
sufficiency for many welfare mothers, For these: reasons) an entitlement for investment 
services should be transferrable to husbands, fatMrs or children. We could encourage family 
formation. Women with very young children or otber work obstacles could still take 
advanlage of opportunity enhancing-services. 

For more detail On the aggregate economic situation for those leaving welfare tbere is a 
CEAlN"EC background paper. It includes more information about service sector jobst 

turnover, unemployment and labor force participation rates. 

7 
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VI, New tares '" support more .services to welfare mothers are wrliJrely to pass on the "".Is 
of health care reform tIlXeS: " bolanced budget opMn is needed. Lowering cash and forCing 
self ;nvestmefll resonates with the _ial compact of opportunity aM 'I!SpaMiWlity. 

In addition to being budget neutral, the program is compatible with our mainstream 
social values. If welfare is • hand up ratber !ban • hood out, it is not llllmlSOIllIble to expect 
tbe assistance to be more generous to • first tbne applicant than • teo-year, backslider. The 
"Hill" sends a very concrete, predictable message to those inside and outside the system: 
long term welfare stays are not a sign of success. The system no longer becomes a oops and 
robbers gome of trying to enforce work on the one hand and obtain trumped up exemptions 
on tbe olher. N; a person relies on welfare long<l, one roccives less cash and more help, 
This is a tough love approach. 

With such a system in place, the public may become more interested in providing 
assistance to disadvantaged families. States might be more likely to raise the initial benefit 
level knowing that long term recipients will not receive the maximum cash grant. As people 
leave welfare because work becomes marginally more attractive, the ensuing budget 
reductions may also &tbnul"e greater generosity for tbe basic grant level. The public will 
feel more comfortable with a system that does not payout Over $12 billion in cash armually 
to people who have been on welfare in excess of 4 years. Those who play by the rules and 
use welfare as a temporary measure would be treated unambignously better. 

A dramatic, immediate change in the social contract would take place in Slates that opt 
for the "hill." In tbe firnt year of operation, a ten percent reduction in benefits could be 
implemented for an those who have been on welfare for more than two years. This entire 
pool of funding would be bnmediately available to fund job related programs for those on 
reduced benefit, Additional increments to the investment entitlement could be added in later 
years (See cost estimates for the hill). The speed of bnplementation would nO! be Ibnited by 
the budgel, as olber front end loaded programs would be (See cost csthnat. for the cliff). 
There would be no reason to insist On a grandfalber clause if Ibe minimum level of the safety 
net is phased in over 3 to 4 years and is not draconian. Overnight, welfare as an =pted, 
pennantnt way of life for 5 million families would be over. -
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Appendi. A. Job Development Case Studies: America Works and TEE 

I. What are !bese progra....? Both America Works and TEE (Transltional 
Employment Enterprises) function as temporary help agencies. Employers are able to "test 
drive" welfare mothers for six months at a reduced wage befon: deciding whether to employ 
them permanently. During the trial period, the program collects money from botb tbe 
employer and the welfare agency and provides a paycheck to the job candidate. Both TEE 
and Ameri,,. Works are paid a lump sum bonus when the job candidate is hired permanently 
and stay. in the job for a specified period of time. 

Job development and placement, however, is not all they do. These programs 
resemble the Work Support Agency being described in the current welfare reform effoIt. At 
America Work. the staff belps job candidates before and after placement to solve problems 
that could impact their jobs. America Works representatives will help with aJmost anytbing: 
rearrange welfare apJX)intments outside work hOUTS, represent the candidate at child support 
court hearings. find child care. avoid having the recipienfs electricity shut off, etc. 

What makes America Works and TEE truly unique are their organizational status. 
Both organizations are private, whereas tbe work support agency is generally conceived as a 
public entity, TEE is a non-profit organization. America Works is a for-profit, private 
enterprise. 

[[. Do !bey work? The so",,_ of these programs is a controversial point. 
America Works claims to place!about 2/3 of their trial workers in permanent jobs. Critics 
have accused the program of creaming the best applicants in order to increase profits. While 
non-profit TEE has received less criticism, it bas also received less publicity. Neither 
program has been rigorously evaluated with control groups. 

These programs rely in part on the principle of supported work which bas been 
extensively evaluated by MORe. Significant, poSitive impacts were found in programs that 
allowed AFDC recipients to experience increasing responsibility and stress as they were 
transitioned gradually from a totally supported work enviromnent to self sufficiency. In the 
area of supported work, the .. programs are based on concepts that are known t(I work welL 

Ul. What Lessons Can W. Lam? There are three design features incorporated 
in America Works of which we do not know the effectiveness: 

1) pay for performance incentives 

2) using a private rather, than a governmental institution 

3) profit making 


Since job development could be organized with any combination of these design fe.tures, it 
would he worth evaluating each of these components individually. 
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• Pay for per{orJn(Jnce: This is. a critical, yet untested design feature in both the TEE 
and America Works programs. 1be state governments using their services pay a fee 
equivalent the foregone AFDC payments after tbe recipient has been self sufficient for a 
given period of time, 'There is nO reason, however. that this incentive structure needs to be 
linked with eitber privatization or profit-making. An evaluation of pay for pcrionnance 
incentives should include a controlled experiment using public employees with the same 
incentives as) for example. America Works. Furthennore. we should test the provision of 
similar incentives to the recipients themselves. A sound evaluation would cover a range of 
institutional structures with similar incentive schemes, 

Certain minimum design standards for the incentives should be met in order to provide 
• fair test. If the fee is always tbe same no matter bow difficult to place the employee is, 
there is a clear incentive for creaming. Even without creaming. a flat fee is unfair to 
taxpayers. Some individuals, such as divorced mothers over 25, are mucb more likely 10 get 
off welfare within a year without help than others. To pay a large bounty for this group is 
not likely to save tax dollars. In addition, safegnards against churning should be in place. 
Whether bonuses are paid to government employees. private employees or tbe AfDC 
recipients themselves. tbere must be some disincentive to recirculate the same people through 
the system every year. Before eva,1U3ting the pay for performance: principle, we should ensure 
that we are evaluating it in its best possible fonn. 

• Private v. public: An evaluation that compares private organizations for job 
development to government job development assistance sbould shed light 00 two important 
open questions. Can private organizations win the trust of the local employers more easily 
and thereby provide better job development services than a public entity? Can private 
institutions increase their effectiveness with more flexibility in organizing employee incentives 
because they do not have to comply with government employee regulations? If pay for 
performance is found to be effective, this may be an argument to encourage the role of 
private institutions. 

One potential disadvantage of relying on prhlate institutions is the inability to 
guarantee unifonn quality or broad national coverage. 

• Profit making.~ The importance of profits to job development effectiveness can 
he evaluated in isolation from pay for performance and non-governmental status. With 
Similarly designed incentive structures, is a for profit enterprise more effective than a non­
profit? Competition could lead to higher quality and higher placement !lites at the lowest cost 
to employers and taxpayers. On the other hand, the desire to maximize profits may 
exacerbate the moral hazards of creaming and churning to increase the numher of bonuses. 

Until a careful evaluation is undertaken that evaluates these three components of the America 
Works and TEE programs, the controversy that surrounds them will contioue. 



February 22, 1994 

MEMORANDUM FOR DA VlD, MARY JO, AND WENDELL 

FROM: BRUCE 

SUBJECT: Comments 011 2/22 a,m, drafts 

l. WORK 

1. Nice"try, hut I hate the name TAP.' rm not convinced we need to change the name of the 
JOBS program at all (remember who thought it up in 1988), but we certainly should wait 
lUltit we can agree on an a1ternative name we at! like and that means something. Otherwise a 
new acronym just adds to the confusion rather than clarifying it (cf. WORK), Remember we 
bave also just added the JOBS Preparation phase. 

2. The brief section on pp. 1-2 about JOBS needs to make clear that we are I) requiring 
recipients to sign a Personal Responsibility Contract that lays out their obligations~ 2) asking 
everybody to do something; and 3) changing the culture of the welfare office to move people 
into work and belp them stay there. Those points came through in the December document 
but are lost here. With aU the talk aoout deferrals, extensions, preparations, etc., it would be 
a mistake not to stress loudly that we're raising expectations on everybody, 

3. Job search: Welre not going to let this one go. If you don't want to include a detailed 
discussion on this issue, at least describe the true state of play. For example: "Much stronger 
focus will be placed on immediate job search. job placement, and worker support. One 
option would be to require all applicants to go through supervised job search as a condition of 
eligibility for benefits; another option would be to give states the option to require immediate 
upfront job search for all. Those who are offered work win be expected to take it." 

4, Job Placement Bonus and Worker Suprort: We're not going 10 let this go~ either. Let me 
explain it again: Our suggestion was to s.;t aside a certain percentage of JOBS (say, 25%) for 
the specific purpose of encouraging states to establish incentive plans that will reward 
caseworkers and welfare offices for helping people fwd work and keep it. Nothing like this 
happens tmder current law -- perhaps it could {although I'm no't sure)~ but it doesn't and 
probably won!t unless we figure out a way to encourage it This is not meant as a 
privitization idea at all; on the contrary, the goal is to reward performance within the public 
system. We can quarrel over the exact percentage. and we ~an argue over whether the 
bonuses shQuld go to caseworkers who rmd jobs for people who've been on the rolls for I 
year or just for people who've been on for much longer. But I don!t see why we can't agree 
on the principle that we want to enoourage~ even require, states to explicitly develop and 
submit to HHS plans for how they intend to reward performance and worker support. 
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5, Choice and Standards: The Labor Dept's Workforce Security plan has two other ideas to 
encourage choice, competition. performance. etc. One is easy: require that welfare offices 
provide recipients with consumer information on the job placement records of the various 
programs and services available to them. The other is worth a significmlt demonstration: 
giving governors the option to create charter welfare offices. which would allow for the 
possibility of competition between two' or more JOBS programs In one market. 

6. Sanctions: Somewhere in the discussion of the JOBS program, It's necessary to have a 
reference to the sanctions issue. This isn't a Specs issue; it is fundamental to whether we Cm1 

actually get everybody to dQ something. We prefer the APWA recommendation to impose a 
25% sanction on AFDC and Food Stamps. 

7, Part~Time Work: These arguments as written are unfairly biased toward the result you 
want (e.g., suggesting that not counting part~time work will Jead to 600,000 more WORK and 
JOBS slots for full phase-in by 2004 -- when wf!re not even contemplating full phase-in), I 
also helieve that with our current phase-in, stopping the dock indefinitely for parHime work 
is no longer a relevant cost factor in the near tenn, and only a modest one in the intermediate 
term. 	 Since this is sure to be a contentious issue, and looks to us like one more loophole 
than we need. there must be a way to make it a state option to stop the clock for pan~time 
work (at a level of hours -- 20-30/week -- set by the state), rather than mandating it 
natlon.wide. Some states like Michigan wHi think your idea is great; others will think it 
squish-headed, 

8. Food Stamps: The idea I was trying to explain earlier is to make it a state option for 
states to do what Oregon is doing. whiCh is use both Food Stamps and AFDC (in the WORK 
program) to subsidize private sector jobs. I know cash-out is always a battle, but it's one the 
President bas been willing to fight before. 

9. Requiring acceptance of any private SectOT job offer: This requirement should apply 

throughout the program -- to JOBS participants as well as people in the WORK program, 


10. Time Limits for WORK: Again, the arguments are somewhat skewed. The draft says 
that a 3 year lunit on WORK placements could push up to 50% of WORK participants off of 
support, when those of us who favor su~ a limit are not suggesting pushing Ihem off of 
support at all, but rather reducing their support. (1 also think it's dangerous, ['\.ot to mention 
misleading. to concede that 50% of the people in WORK might still be there after 3 years. 
while implies that we1re having no impact on long-term depe:\1dency after all.) 

I L Work Opportunities in Existing Programs: Since this document is for the Cabinet, we 
should go out of our way to point out that we would like to use existing Administration 
initiatives to fmd jobs for people leaving welfare. The top candidates are child carelHead 
Start, housing rehab, Empowenneot Zo~es. National Service. etc. 

12. 	Minor line edits: 

-- October 1996 should read simply 1996 or VY97 

- Born After 1970 should read Born Since 1970 
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~- Don't forget to mention that we're reducing the number of extensions over current 
law 

-- We should be careful about promising to increase the match. offer more money, or 
make other amends to areas of high lo.ca1 unempioyment until we figure out what welre really 
talking about. Itls safer to refer to "til!les of recesslonN, 

II. PARENTAL RESPONSIBILITY 

1, Paternity: This section is quite good. but we would like to allude to the option of using 
this new, tougher and smarter gooperatiQn requirement to help determine the queue for other 
non-universal entitlements, like housing and possibly child care for the workillg poor. 

2, Child Support Assurance: I~s misleading to say that a number of states have e:q>ressed a 
strong interest in implementing a CSA program, when irs a small number and many states 
have argued strongly against tt. In any case, it is still necessary to put the same disclaimer on 
this that we used for the December docwnent: liThe President has never endorsed child 
support assurance, and there is considerable debate within the Working Group about its 
merits.· 

3, Demonstrations on Prevention: These demos sound too broad and too vague to prove 
much, They '1I1I sound like the kinds of service-based programs you s<) effectively debunk. 
suggest we say in the paper that we're stin looking for the right approach. 

MinOT line edits: 
-- Tone down rhetoric on dooming society (p, 1) and "cmelly hypocritical" (p. 2) 
-- First sentence of Noncustodial section should say that "the needs and concerns [add: 

and responsibilities] of noncustodial parents are often ignored.· 
- [ could go either way on comparisons to the GOP bills, but our approach should be 

standard across. sections. 

III. MAKING WORK PAYICIllLD CARE 

1. Targeting: 1 think it's a mistake. when we are trying to persuade young people to delay 
childbearing lUltit they are ready for it. to reward Of convenience very yOlmg mothers with 
children. It makes mQre sense tQ target the assistance to the age of the child, as Head Start 
did -- starting with $-6, then 4-6, ]-6, etc, 

2. ChUd Care Workers: It's. great that you mention this as a source for WORK slots, but is a 
fraction of 5% all we'lJ ~ave to· spend on training them? 

I 
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WR •• TO DO 2.13.94 


Random Ideas 
-- Fraud hotline, bonuses to recips who identify fraud 
-- Family development aCCOlUHS 

-- Job: child support/custody mediator (missouri) 
-- Sanctions: Allow total termination of benefits if detemlined it wonlt hurt kids (Md) 
-- pay for performance in JOBS 
-- possible alternative to tracking: payments in 3 consec yrs 
-- require addicts to get treatment or lose benefits 
-- Waiver authority?? 
-- Time limit Drug 55I 

Research 
-- How many due CS are on AFDC? 

~- Moynihan 1986 study on dynamics of teen welfare (Md or Missouri reference?) 

-. Are kids required to attend sehool? 

Give NGA document to Be 
*'"' Take fuJI specs to Boca 
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February 13, 1994 - '" 

'MEMORANDUM FOR WELFARE REFORM TEAM 

FROM BRUCE 

l 
,, 

SUBJECT JOBS AND WORK 

Here is another attempt to summartze the DPe/OMS/NEe vision of the JOBS and 
WORK program. 

I. Penonal Responsibility: Preventing Welfare Dependency 

All recipients will be required to sign a Personal Responsibility Contract that makes 
dear up ffOOl the terms of their assistance -- what they can expect from government and what 
responsibilities will be expected of them in return. 

1110 Personal Responsibility Contract must include the following conditions: 

I. Upfront .Job Searth: ApplictlJ1ts must 80 through ::'0~60 days of supervised ,job 
search before receiving benefits. Emergency assistance may be granted in some cascs. 

2. Paterni.ty F..stablishment Require mothers to cooperate with paternity estahlishment 
as a condition of b<"'flcflts. Reduce federal match to 50% for cases in which paternity is not 
established. Require states to streamline paternity process, provide expedited hearings. and 
establish rebuttal presumption of paternity., 

OPTIO~ !: "Sl~l~ option to reduce or delay benefits Wltil paternity has been 
cstablishe~:t Limit good cause exceptions to 10% of o'ut-of-wedlock cases (still subject to 
50% maH.:h), Goalls 90% paternity establishment for new births by the year 2000. 

OPTION 2: Natl0nal requirement that any mother who has a child one year after 
enactment of this law will not be eligible for AFDC until paternity has been established. 
(Emergency assistance available jf delay is the state's fault.) 

OPTION 3: In addItl0a to Option 1 or 2, apply paternity establishment requirements 
to public houslng, 

OIYflON 4: (n addition to Ootlon 1 or 2, require birthing hospitals and prenatal 
dinlcs which receive public funds to ask about paternity, 

1 
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3. Teen Mothers at Home: Minor mothers must live at home and stay in schooL 
Teens shouldn't be allowed to drop out 10 have a child. 

4. No Additional Benefits for Additional Otildren: Preliminary estimates from New 
Jersey suggest 10-15% reduction In additional children bom on AFDe. Wisconsin projects 
S 141 million in state/federal s~lVings from family cap over next five years (out of $5.4 biUion 
five-year total). 

OPTION I: t'\ational rule of no additional benefits for additional children, with some 
of the savings used to make sure recipients receive adequate family planning information and 
advice, and S(lme of the savings used for a national campaign agamst teen pregnancy. 

OPTION 2: State option to no longer provide additional benefits for additional 
children, so long as states also provide family planning information and counseling. 

OPTJON 3. In additIOn to Option I or 2. prohibit Medicaid reimbursement for fertility 
drugs while on AFDC (currently paid for in 40 states). 

S. Rewanls and Sanctions: Glve states broad flexibility to condition AFDC grants on 
responsible behaVior: a) requiring parents to make sure their children are immunized; b) 
requiring teen recipients and teen parents 13-17 to stay tn school (state option 10 reward them 
for doing so); c) requiring ymmg parents to attend parenting classes~ etc. 

II. JOBS: aumging tile Culture .f W.lf.... 

Our biggest challenge is to chnnge expectations for recipients and caseworkers at the 
same lime. As we expand the JOBS program, we need to change the culture of the welfare 
offi(;c to reward work and results. 

I. Penonn.anee~Based Match: We need to change tncemives within the welfare 
system to get people off welfare as soon as(they are Job-ready\ 

?s,,~ 

OPT10t\ 1: A declining federal match (for example, 80% in 1st year. 70% in 2nd 
year, 601J/u in 3rd year: 50% in 4th year and beyond) that will encourage states to spt"'tld 
motley upfront. and reward states for moving people quickly into the workforce. 

OPTION 2; ItU:tddition to Option I~ give states the flexibility to reduce benefits over 
time for Jong-t<!nn recipients. For example, a state might have three tiers of benefits: one for 
recipients in the 1st 2 years, another for recipients in years 3-5; and a third for recipwflts still 
on the rolls after 5 years. 

2. Job Placement Bonuses' To change the culture of the welfare office, we need to 
reward those who find peopie work and help them stay there. 

OPTJO:\f 1: Set aside 25%t of JOBS money for Job Placement Bonuscs. To qualify 
for the money, states must design a plan to reward caseworkers and placement firms for 



successful job placement and retention. State plans would require HHS approval. Bonuses 
would only be paid if former recipient was still on the job 6-9 months latcr, and might be 
limited to placement of recipients on the rolls 6 months or longer. 'nle bonuses could be 
used for recipients in either the JOBS program or the WORK program. 

3. Olo;ce and Competition: In.a 11me-limtted system, many welfare recipients will 
want to move off as quickly as possible We should follow the Labor Department's 
Workforce Security model tn two areas: a) by creating Charter Welfare Offices, nationwide 
or on a demonstration basIs. which would enable Project Match and other programs to 
compete to become JOBS program5~ and b) by ensuring that welfare offices provide recipients 
with consumer information on the job placement records of the various programs and services 
available to them. 

4. ":verybody Does Something: The definition of activities can be flexible. but 
everyone in the JOBS program has to do something from Day One. In general, it is better to 
limit the number of extensions and pbase in age groups more slowly than to let the size of the 
cohort dictate a looser extension polley. 1':0 fldeferrals N 

-- everyone must be participating in 
some way. 

5. Work First State op!ion to require work or community service at any time in the 
JOBS program, even for those 1n traininR National requirement that anyone who is deemed 
job-ready be required to work right away" Similarly, anyone who comes back onto the rolls 
employable should be required to work, even jf they haven't reached the time hmit. 

6. Any Job Is a Good Job: Anyone who IS offered a job at any time on AFDC -- in 
the JOBS program or the WORK program ~~ must accept the job or lose cligibi'ity. . 

7. Sanctions: APWA recommendation to impose 25% sanction of AFDC and Food 
Stamps for non-compliance. Even that won't be enough to change behavior. 

8. Job Seartb Last The last three months of the two-year time limit must be spent on 
supervised Job search. Recipients must take a job if offered. 

III. WORK. Not Welf.... 

1. Guarantee a Job Offer~ ~ot .tI .Job. The WORK program is not a guaranteed job for 
life; the only guarantee is that recipients will be offered a job -- in the pr\\'ate sector, in a 
subsidized public or private sector job, or in commWlity service. Anyone who is offered a 
job in the private sector must take it. 

2. Let the States Decide: The only way to make the WORK program work is to give 
slates broad discretion in designing and admirllstering it We don't know the right answer, so 
we should let them experiment: 

3 



a. WORK Program Block Grant Local job markets vary dramaticaUy, and 
different states will have different needs. The WORK program wIll provide 
states a lump sum for each WORK~mandatory individual (including that 
person's benefits), which will he enough to help pay wages, child care. and 
perhaps limited administrative costs. States will make money on some 
recipients and lose money on others. States can usc the money to find, 
subsidize, or create jobs, S1ates will be e""pected to set up or make use of 
governing boards with representation from government, business. and labor. 

b, Set __Their Own Time t,imit: Every state should be required to provide 
WORK positions to recipients for at least 2 years beyond the tlme limit 
Beyond that, states could choose to' I) provide WORK slots indefinitely? 2) 
end WORK after 2 years (4 years total on welfare), with some basIc safety net~ 
3) make the WORK program voluntary, with same benefits for thos.e who 
choose t.o work. but dramatic (50+%) reduction In benefits for those who don't. 
Long~termers will still qualify for Job Placement Bonu$., 

c, Set 111eir 0'W1} Wages: If we gave states the flexibility to set differential 
benefit levels for short- and tong-termers, they could also determine their oWn 
wage scales for WORK jobs, 

3. Priv* Sector Subsidies: Wage supplementation should be made easier and 
encouraged, State QptiQ!! to use hoth Food Stamps and AFDC to subsidize private sector 
jobs, and to calculate both in determining wages and minimum hours of required work. 

4. JotrReadiness Standards: State oP.tion to demand high standards from recipients as 
a way to increase employer confidence, For example, the WORK program coutd require drug 
resting and otner basic job screens. Anyone who is fired from the WORK program should get 
one chance to come back, not severaL 

5, Spell Out Where the Jobs Art!: When we propose legislation, we should make clear 
whcre the WORK jobs will he in the public and private sectors: 

B. ChIld Care: Option 1 ~~ award the IV-A child care money for JOBS and 
WORK participants to the WORK program. which can use the money to set up 
child care cooperatives staffed by participants in the WORK program. 
Option 2 -- give JOBS and WORK participants vouchers and a choice of child 
care providers. but require those providers to hire a certain percentage of 
WORK participants. 

b. Housing: Require public housing authorities to spend a portion of their 
housing rehab money to hire welfare recipients, Work with construction unions 
to develop nationwide apprenticesbip program for residents of public housing. 

4 



c. Child Sunport Enforcement Missouri wants to use AFDC recipients as child 
support mediators, They woold also make excellent enforcement investigators 
to relieve the crushing burden on child support caseworkers. 

d. Other FedeI~llnitiatjv..e.~...~.,:,.J:.fead Start. iunmmizations, lead~paint removal. 
Jlmn.owerment Zones, family prese~~tion; We need a solid estimate for each. 

e. Private sector commitmetll£r We should require that at least 50% of the 
WORK slots be in the private sector. 

6. Mixing Work and Welflll"C! We should encourage recipients to work, but at some 
point, we should encourage them 10 leave the welfare system: 

a. COWl. the EITC as income for AFDC OUipOSes: Once we have advance 
payment of the ElTC. it will be income. 

b. A 11me lImit on mixing work and welfare: The clock should slow dO\\ll for 
recipients who work. but it shouldn't stop altogether. Perhaps a 4-year hmit. 

c. Limit earn-back to 3 mouths.' The purpose of earning hack eligibility should 
be to allow a brief cushion JO hard !Hnes, not welcome pl'Ople back onto the 
welfare rolls. No one who has left welfare should be able to earn back more 
than 3 months of eligibility at any time. 

5 




I. 	 Advance payment of the EITC 
2. 	 Liberalizing the assets test/Conforming Food Stamps and AFDC filing 

units or other program simplification 
3. 	 Services to non-custodial parents 
4. 	 Up front job search requirements 
5. 	 Participation rate and federal match rate assumed in JOBS 
6. 	 Participation rate and federal match rate assumed in WORK 
7. 	 Treatment of part-time work 
8. 	 Exemptions 
9. 	 Sanctions 
10. 	 Time limiting the WORK program and providing an in-kind safety net 

at some fixed percentage of current benefits 
II. 	 Whether additional time on welfare can be earned OnCe a recipient 

leaves the system 
12. 	 Capping administrative costs in the WORK program at a different 

level assuming more will be borne by employers 
13. 	 Eliminating the 100 hour rule. the quarters of work test, or the state 

option 10 provide benefits for only 6 months for two parent families 
14. Interaction costs with S81, Food Stamps, Child and Feeding Programs 
15, Systems Costs (i.e" AFDC tracking, WORK program and CSE) 
16. Fraud 
17, Child Support assumptions 
18. Child Care assumptions' 
19, Demos 

.. 




WELFARFpWORKIDEAS 

February 11, 1994 


Job Search First 
Declining match 90 1st year, 80 2nd yr, 70 3rd yr, 60 4th yr... 

(applies only to new applicants) 
20% of JOBS $ set aside for bonuses to placement firms and caseworkers. 

year 1: job search followed by training 

year 2: joh search followed by part-time work at state option" 

year 3: job search followed by work or nO benefits 

year 4: job search followed by work or no benefits 

year 5: job search followed by voluntary work or reduced benefits 


-- state option to make work program mandatory 
-- people still eligible for placement bonus at any time 

phase-in 23-25 & up in 95 or 96 = 2m phased-in; 300k in work 

-- don't phase in beyond age 30 


size of JOBS.Avork program: assume max of 25m phased in 

parallel program for DADS? 

S;(."'(.,
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Stemming the flow on to AfDC 

'Job search first 
'Child support enfo=ment 
'EITC/Healthcare 
Additional childcare for working poor (could score as savings if used as jobs) 
-No citizenship for children of illegal entrants to U.S. 

·Paternity requirements in medicaid plus 

·State bonus-match rate for cases in first 2 years with paternity 

'Rebuttable presumption of fatherhood with DNA testing 

Increasing the flow out: 

ItBonus for placement (Designed to score a.~ savings, eg through targeting on first time 
entrants under 23. bonus increases with number of months on AFDC up to 36) 

·States can count federal monies (eg, cCGns, medicaid, hcadstart, PHA 
modernization. etc.) against welfare benefits if paid to pf()vidc temporary on­
the-job-training. 

'Everything count. after 3 years: Cap on federal dollars paid to AFDC recipients at 
the poverty level. (For example, if a family receives AFDC the total of 
child support, earnings, EITe, housing, UHEAP, food stampa, general 
assistance, etc. cannot be greater than $11,000) 

c 

"Federal match falls after year 2 to?? After year 4 it falls again. 



Federal Responsibilities 

• 	 Make work pay - Only the federal govertment can set up the rules of the game 
(taxes, health. daycare) so that working is a sensible cboice for a single parent. 

• 	 Hold mothers nnd ratbers equally responsIble for supporting the dlildren tbey 
create - The federal government -can reqUire the non-custodial parent to contribute to 
their child's support by tracking across stale lines) forfeiting tax rebates, allowing wage 
garnishing and uUimately requiring the non-custodial parent to work. 

• 	 Enforee immIgration laws - Require all parents present at birth to provide proof of 
legal entry and residence in order to obtain a birth certificate for the child. Children 
wilt receive only a "notification of birth" until proof is provided. Children of illegal 
aliens should not become citizcns--thcy should be deported. 

, 

• 	 Transitional support - Any of us may be down on our luck for a little while and 
need a hand up. As a nation; we should insure ourselves and our children against 
temporary difficulities. The goal should be getting back to work and having a long 
tenn plan for building skills and employability through work or education. 

Up to two years: Training (counselling, placement, and skill building services) 

Up to two years: OJT,(community work experience or subsidized private work) 

Three years maxirnwn Training plus OlT. 

Lifetime aCcess to learning while working (One stoplIncome contingent grant), 


• 	 Post-transitional maintenance - Once we have provided all of the above, Our only 
responsibility should be to support children. No federal dollars should be paid to raise 
families abovc the national pOverty level after they have been on welfare for more 
than three years, States may require both parents to work in exchange for benefits. 

State Responsibilities 

• 	 Maximize number of paternities - Only states can implement a system in hospitals 
or through medicaid which maximizes the number of paternities. Not every individual 
can be held accountable f.or paternity. 

• 	 Maximize number of dlild support orders - Only states can make the process of 
getting a child support order streamlined and automatic. (Is that true?) 

• 	 Maximize the number of people who receive job offers, who hay. long tenn 
success plans, and who leave welfare as early as possible. 

• 	 Minimize the number or people who hit tbe time limit and are unable to support. ,
themselves. 

• 	 Enrorce a cap on the tolal benefits paid to AFDe parents arter Ihree years. 



Decide whether a work requirement at that stage is worthwhile. 

lnd.iY.idual Responsibilities 

Mother must identify father (or set of likely fathers) at time of medicaid birth, • 
application for AFDC, FS, etc. 


• Fathers can be held li.ble for child support unless they cooperate with DNA testing 

and it proves negative paternity. 


Parents must show proof of legal residence at birth in order to obtain birth certificate 

for child. . 


• Non-custodiaI parent must payor work. \Vages) tax rebates, or any other federal 

payment can be garnished and remilled to child's caretaker. 


Custodial parent is expected to work at least part-time as soon as possible (except for
• 
high school students.) Those who are in training, college. etc. arc still expected to 
work at least 10 hours per week ASAP. 

• JOBS program participants should have a menu of providerS to choose from, Since 
they have only a limited resource (3 yn;), they should have a say in how to spend it. 
The money must follow the customer choice. 

• After three years of training and orr, the parent may not coHect more than the 
poverty level in assistance while on AFDe. 
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Gerry Whltburn, 2,11,94 

family cap 70% 
1m to counti~s for creative family planning needs and reQrnta 
MOU with every understanding with new recip 
teach county workers sex education 
mail twice a year descriptive info family planning 
face to face assessments twice a year/ must talk about it 

birthrate 8% reduction -- $235 million/ - 60 state, 80 f<L 
federal 	over 5 yrs: 5.4b over 5 -- 4% red 

pay for performance in JOBS program 
mandatory upfront job sea~h for lOOt 12ause 30 days

•, 	-- lagrande OR - ­
-- divert a certain group/ 


child support enforcement 
streamline paternity establishment: hypocrisy of 

arrearages; 49%: didn't want to do at same time as family cap 
-- trouble with professional license 

NJ ~- QO spike in abortions. 10-13% since August 
fewer babies, not pay benefit, 1 yr less on 

8th highest to 31st, 19%' 
economy ... 

-- every county is down; ,70%" are down 30% or more 
-- regenerating the stigma 

40% of longtermers had 1.4 babies 
13,000 babies for 
FRAUD ••• 
-- fingerprinting 

ChHdren 1st... 

-- doubling of chilo support collections 


Oecl1n1ng benefits 

~~ for those who are able bodied, benefits must end sometime 


jobs performance... , 

-- r~guire federal approval of bonus plan 


charles 	murray •.. jfk message to congress re welfare 


welfare shouldn't pay for graduate school and masters degrees;
40 states pay for fertility drugs -- if you're on AFOC 
Wise had 59 AFDC recipients last year 
3400 Norplants last year ... 
until 1990, you were required 

19508 increased 110k, 17% (Calif 5x that in 2 yrs) 
19609 increased SOOk, 100% 



26 wks of UI VB 2600 WKS.-- which would you choose 

no money for teens -- will turn people to prostitution 

diminishing benefits 

~5% sanction is not enoui-h 

2 yrs and off vs 25 years is too long 

charles murray -- another book on IQ 

stlgma~~. = why murray is so effective 

any job is a good jOb ••• where do rnfgs hire their S9-11/hr j9bs? 
F,om the ranks of S6-8/hr jobs. 

19 4% of rec! s had work: now it's 7% -- 93% aren't doing a 
amn thing. 

our proposal requires one 1f someone is job­
ready~ If Someone is re uire them to go to 
work right away~-
earning benefits back is bullshiI -- it's a crutch 
-=" 35% of people accessing it over 10 yrs. 

608-831-7151 (H) 



E X E CUT I V E OFF ICE o F THE PRE SID E N T 


TO: 
TO: 
TO: 
TO: 

FROM: 

SUBJECT: 

09-Feb-1994 07:40pm 

Isabel Sawhill 
Kathryn J. Way 
Paul R. Dimond 
Bonnie L. Deane 

Bruce N. Reed 
Domestic Policy Council 

I 

Making WORK work 

The more I think about our caseload projections and the prospect 
of 800,000 people in public sector job slots for life, the more I 
fear we're headed for political disaster. I'm not worried that 
Congress would actually.pass such a program -- they couldn't pass 
a stimulus program to create real jobs~ so why would they pass a 
makework jobs program for people on welfare? -- but I am afraid 
that this administration might make the mistake of proposing it. 
If we do, we will soon see our allies vanish: the moderates won't 
want to spend that kind of money, the GOPs will think wetrs being 
too generous, the left will think we're being mean-spirited# and 
AFSCME will use every resource to kill us. 

So, we need to come up with an alternative plan unless we want to 
go down with the ship. Paul, Bonnie, and I have been discussing a 
few options that could save money and save face: 

1. Require that 1/2 the work slots be in the private sector. 
Subsidizing a private sector job is sure to be cheaper than 
creating a public one~ b/c there will be no administrative costs. 
The average welfare benefit (S5000/yr) is more than enough to 
subsidize a full-time minimum wage job, let alone a 20 or 30 hr a 
week job. (We'll still have to pay child care no matter where the 
slot is.) This option would come as a great relief to AFSCME - ­
and also to state govts, which want no part of public jobs 
programs. We could even include some kind of waiver provision for 
high-unemployment cities that really want to create more public 
jobs. Not many would take us up on ~t. 

2. At the same time, require that the other 1/2 of the work slots 
be in areas where the federal govt is already expanding spending: 
child care, Head Start. Empowerment Zones, housing, etc. This has 

. the double benefit of saving money we don1t have to spend twice, 
and ensuring that we don't displace existing public sector 
workers. The states would like it b/e these are all areas where 
the feds are already picking up most of the tab, so we won't be 
dumping them with some costly new CETA program. Moreover, doing 



th~s would save us so much money we could even give a little 
ground on the wage issue if we wanted~ We could afford to pay the 
prevailing wage for ch~ld care workers so long as we're paying it 
to the same people wefre trying to move off welfare. 

Belle, can we cost out such a proposal? Maybe we could get a time 
limit for the private sector subsidies, at least -- although 1 
think we should also fight for an overall time limit on the work 
slots. 

Of course, we still need to fight for all our measures that will 
keep people from going on in· the first place -- paternity 
establishment, teen pregnancy prevention, job search. And we need 
a way to move people off Quicker, whether itfs bonuses to America 
Works style job placement services or a state option to phase in 
the work requirement even sooner. 



E X E CUT I V E o F!F ICE o F THE PRE SID E N T 

09-Feb-1994 07:46pm 

TO: Isabel Sawhill 
TO: Kathryn J. Way 
TO: Paul R. Dimond 
TO: Bonnie L. Deane 

FROM: 	 Bruce N. Reed 
Domestic Policy Council 

SUBJECT: 	 Cash for Addicts 

Beller we need to look hard at possible savings in 5SI from 
cracking down on fraud and abuse in the SSI drug addiction and 
alooholism program. You may have seen the story in the Post about 
Bill Cohen's study finding $1~4 bl111on/yr in waste~ and the 
Oateline report last night showing footage of addicts walking out 
of the welfare office and using the money to buy drugs. 

The natural inclination at HHS will be to say that these addicts 
are very deserving, and cutting their benefits will put their 
children at risk, etc. But we ought to be able to propose a time 
limit for cash benefits, or an ATM card that prohibits fraud. 
We can keep paying for their treatment without paying for their 
habit. 

One other thought: has your staff analyzed the House GOP bill to 
see whether we can squeeze additional savings beyond HHS's numbers 
on immigrat1on# paternity establishment, substance abus9# etc.? 
That would be helpful as we lay this out for the President? 



E X E CUT I V E OFF ICE o F THE PRE SID E N T 

lO-Feh-1994 05:53pm 

TO: Kathryn J # Way 
TO: Isabel Sawhill 
TO: Paul R. Dimond 
TO: Bonnie L. Deane 

FROM: 	 Bruce. N. Reed 
Domestic Policy Council 

SUBJECT: 	 WORK Alert! 

David agrees that we've,gQt to wrestle 

utility ••• public housing is big user of energy 

lead paint abatement .•. 

insurance cos. to set up non-profits. Hame Insurance Co. $25 out 

of every sale they make in public housing. 


$2.8 bill for housing renovation ... 

ed gorman ... school to work to university 


indianapolis .•. building trades agmt with pic/jtpa/building 
trades/ 200 people a year for 16 yrs 98% placement rate ... 2700 in 
LA ... some came back and taught in the program... 

upfront stipend••• tools for kids .. ~ need help saving $ to buy a 
cart b/e transp is key to construction industry .•. 60% of 
journeyman's wage ... S12/hr ..• 

expand in the south ... self-reliance, macho; black women~ 
how do we build upper body strength for women .•• 

talk to cisneros ... quality corporate sponsorship 

we missed the civil rights movement •.. 

white paper ... 

national non-profit foundation to run this problem ... broad 

coalition ... 


joe shuld"iner... likes it ... 
$100 mjyr .•. jumpstart training•... 
1000 per city per year 



E X E CUT I V E OFFICE o F THE PRE SID E N T 


TO: 

FROM: 

CC: 
cc: 
CC: 

SUBJECT: 

lO-Feb-1994 lO:41am 

Bruce N. Reed 

Kathryn J. Way 
Domestic policy Council 

Isabel Sawhi.ll 
Paul R. Dimond 
Bonnie L. Deane 

RE: Cash for Addicts 

BruCe--Good thoughts on two important issues. Let me add my concerns to each. 

SSI-- We need to look at coordination of time limit requirements between 
AFDC and SSl. If not States will move their substance abusers and other 
"marginal" disabled clients to S5!. Then they will have no state $$ 
requirements and won't have to include them in the participation rates. The 
child-only cases will climb even higher. Right now the two programs are in 
conflict. Now, the incentives for SSt encourage you to use drugs. Once you s­
top you're no longer eligible for 861. Of course, we are not monitoring that 
program very well and in many cases the physical damage done while abusing 
drugs/alcohol has created a physically disabled person. There are no time 
limits on this t e of eli ibilit in currently so people continually go 
t rought t ra a recovery revolving door. I think one more conversation on 
ways to coordinate these two programs would be helpful. Of course, some time 
linits on this type of disability would also result in some additioal cost 
savings. 

WORK--Agree that a public works program for 800~OOO+ is not attrative to 
propose, forget whether or not it will pass. Targeting child care and home 
helath aides in particular makes good sense. I would prefer to not have these 
count in the WORK program~ rather be "private sector 10 jobs that will give the 
client job stability and the EITC in addition~ Child care wages and home helath 
aides wages are a't the very low end of the scale. Seems if that could be 
combined with some £ITC $$ it would be a real boost to the child care industry 
and assist with some job stability in a field where there currently is none. 
THis could also help moving people "off" before the two years are up. For the 
WORK program, 1 think we have to let the states come up with the answers for the 
most part. I think we have lost sight of the notion that our efforts are to get 
people off BEFORE two years. If we use the child caret home health aides and 
some HUD jobs we can show some results early. This will also requLre the 
welfare offices to be prepared to explain to clients the advantage of leaving 
early, EITC and saving some"months of welfare l1 for times of emergency_ 

http:Sawhi.ll


I 
Two more things, on the work for wages. Mike mentLoned we have to build 

in some "slack" for people who have transportation, child care problems etc~ 
think that is exactly wrong. The purpose is for people to experience the real 
world of work. JOBS counselors need to work with clients before they take those 
jobs to explain back up plans for emergencies and how to talk with employers 
when an emergency does arise. Remember the lady from Marriott who talke~ about 
clients thinking a sick day was appropriate because of a headache or cold. , 
Finally, we have to talk about forever excepting part time work as O.K. It is 
one thing to allow people currently working part time to continue for some a­
mount of time until a full time position is available(maybe 4 years or 3 years) 
but to allow people to meet the requirement by obtaining a part time position 
sets up different problems. If for some reason health reform does not happen 
the way we envision it, a greater number of employers will structure part tiem 
work for entry level. Recipients will continue to receive welfare, medicaid and 
in addition they will never accumulate pension benefits. etc. 

That's it for now. 



E X E CUT I V E OFF ICE o F THE PRE SID E N T 


lO-Feb-1994 12:35pm 

TO: Bruce N. Reed 

FROM: Isabel Sawhill 
Office of Mgmt and Budget, HRVL 

CC: Kathryn J. Way 
CC: Paul R. Dimond 
CC: Bonnie L. Deane 

SUBJECT: RE: Making WORK work 

I've been worrying about the caseload projections, too. Yesterday, 
I met with my staff and they pretty much convinced me that we're 
not ta~king about 800,000 but rather about 1.5 mil~1on WORK slots 
(and this excludes the part-timers, people with children under 1, 
etc.). I tend to agree with HHS that there won't be this many in 
practice but there will still be a lot and we won't be able to 
convince ceQ or the Jason de ParIes of the world about a different 
scenario. 

With respect to your proposed solution, I think it has the right 
feel to it, and we'll be glad to try to cost it out. But here are 
a few issues to consider: 

l~ Will private sector subsidies work? The TJTC (which includes 
welfare recipients as one target group} doesn't have a great 
record of success~ {Moreover I Reich has ~ade a number of public 
statements to this effect.) Suppose the private sector doesnlt 
absorb half the caseload7 Under the Youth Incentive Entitlement 
Program of the late 1970s~ employers were offered 100% wage 
subsidies to hire disadvantaged youth and very few were willing to 
participate. On the other hand l the plan might work if one 
combined finacial inducements along with appeals to business to do 
their part to help "end welfare as we know it~ i' 

2. Are there enough low-skilled jobs associated with the expansion 
of federal spending that welfare recipients could fill? We need 
some analysis of where # specifically, such jobs might be, and what 
the consequences might be of filling them with former welfare 
recipients. 

In thinking about the problem of trying to create so many jobs, I 
keep coming back to the need to g~arantee people not a job. but 
the offer of ~ jQb. Last night I read the draft specs for the WORK 
program. and I was horrified by the extent to which we seemed to 
be going through contortions to give people second~ third, and 
fourth chances. A better, approach, in my view, would be to pour 



• 


lots of money into helping people find jobs that already exist; 
give them some moral and practical support while they are 
adjusting, create a limited number of jobs along the lines you 
suggest in areas where private jobs are genuinely scarce, but then 
be prepared to really end welfare if this doesn't work. If welfare 
is to be a second chance and not a way of life, then the same 
needs to be true of workfare as well. 

What I really dislike is the idea that states have to create a 
certain number of work slots. I would much prefer to gjve t~em 
f~ds tied to their success in finding jobs fgr peop~. We should 
sImply say that we will reimburse them for every person they mOve 
of} the rolls, whether ini? a public or private job, and leave it/ up to them how they do tfi s. If the job-finding/work creating 
bonus were, say; S15,000 per person, and states and their 
communities were allowed the flexibility to use this in any way 
they wished, my guess is they would be creative and they would 
succeed. They would make money on some people and lose them on 
others. (Some people wquld find jobs quickly; others would remain 
on assistance but at state expense~) The only federal requirement 
would be that they couldn't leave mothers and children destitute. 
Either they find people jobs or they provide a state-funded safety 
net. There must be some number (like, SI5,OOO) that would make the 
states willing to sign on to such a plan and that would be cheaper 
than an unlimited workfare program. I will have my staff play 
around wIth this a little more. 



,THE WHITE HOUSE 

WASHINGTON 

February 22, 1994 

MEMORANDUM FOR BO CUTTER 

GE~E SPERLING 

FROM: BONNIE DEANE 
PAUL DIMOND 

SUBJECT: WELFARE REFORM 

Summary: As you know, several agencies are concerned about the 
current at,ate of the welfare proposal and the inter-agency 
process for reaching closure. The chief concerns of the economic 
agencies and working group members are summarized below. In 
addition, we have attached a memo from Bruce Reed to the senior 
staff at HHS summarizing specific options which certain White 
House o£'fices (DPe/NEe/OMS) would like to keep on the table 
during the next round of working group and principals meetings. 
Also attached is a chart showing our best estimate of the 
timeline for declsionmaking. 

Next Steps: We can arrange a time for Belle and Bruce to brief 
both of you together wit~ Larry Katz. You may also want to 
invite Roger Altman to participate in the briefing. 

Issues: 

• 	 Gene and others have argued that the President's welfare 
proposal must look and sound tough on day one. Either we 
start tough and let,others soften 1t~ or we start soft and 
let others toughen it. Gene (the world's greatest softie) 
would prefer that we start tough~ As the specifications for 
legislation have been developed~ HHS staff have eroded most 
of the toughness of the plan 1n numerous little ways. In 
aruce's attached memo, he argues for the inclusion of tough 
options (e.g. no separate apartment for teen mothers on 
welfare and no increase in checks for having a baby). 

• 	 Reducing the flow of new applicants into welfare and 
increasing the flow of welfare recip1ents off welfare is the 
most important good-policy~ low-cost issue. In additIon to 
us, Belle, Bruce I and Heather are concerned that the working 
group will present a plan based on an assumption of caseload 
expansion continuing at its current rate because the ceo 
won't score behavioral change. At the end of the day, if we 
canno~ argye that aur policies will reduce the number of 
~te on welfare and the costs of suppprting them, who will 
bel!ev~ that we have ref_ormed welfare? 
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Three main factors are likely to affect the flow rates: 

Message: There 1s some preliminary evidence that a 
tough message reduces the flow onto welfare while a 
kinder message of help and training can increase the 
flow 	even if the actual policy framework 16 the same. 
This 	make us extremely vulnerable in 1996 if our kinder 
message dominates and the caseload swells. We must 
ensure that our message centers on a tough parental 
responsibility (governments don't support children, 
parents do; deadbeat dads will'get caught; and defer 
having childran until you can support them). 

Illegitimate birth rates. Without strong action to 
halt the illegitimate birth crisis, we will have little 
credibility with the publiC on reducing welfare rolls. 
Almost all of the dramatic increase in the welfare 
caseload in the last four years can be attributed to 
the increase in early~ out of wedlock childbearing. 
Furthermore, some analysts claim that over half of the 
total costs go to support mothers who began welfare as 
a teen parent~ Anyone who is active in their 
community, even business, is aware that this issue is 
the heart of the problem. 

Direct actions to reduce the cRseload: For example, 
upfront, supervised job search before signing up for 
welfare or letting states reduce or eliminate welfare 
support for the job-ready adults after four years would 
have direct, easily Beorable impacts on flow rates and 
caseload size+ 

• 	 Gene is also very concerned about the entitlement offsets in 
the budget. Naturally, we are scraping the bottom of the 
barrel for cuts to fund anything. To find entitlement cuts 
in the HHS budget to fund welfare involves some very 
unpalatable choices between one group of poor people and 
another. Many of these issues and ideas are already 
leaking I to our great embarrassment~ One alternative to 
cutting other programs for the poor is reducing J:he._Gost q~ 
Welfare RefQrm program itself. Which leads to the next 
issue .... 

, 	 Belle Sawhill, Alicia Hunnell l 30e Stiglit~, and Larry Katz 
have expressed grave concerns about the unwillingness of HHS 
to share cost estimates associated with various policy 
choices. While HHS is justifiably concerned about leaks, 
the lack of cost data makes an intelligent discussion of the 
policy options difficult. We all agree that we cannot 
afford a solution which is not driven by cost 
considerations. Yet, we are not providing some of our best 
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pol~cy experts with the relevant cost information. How can 
we get their advice on how to balance cost and policy trade­
offs? How can they help design a program for re-employment 
and work which is driven by cost conSiderations without cost 
estimates? 

• 	 To the extent that these experts can judge the costs on a 
back of the envelope basis, they are advocating several 
ideas which save money and ar@ goo,," policy. Bruce I s memo 
outlines many of these fftough love tt cost savers. There is 
resistance by the HHS staff to include these ideas. 
For example: 

Mandatory supervised job search before signing up for 
welfare. This may provide seorable savings of up to $2 
billion over 5 years. 

Minor mothers cannot have independent status~ If they 
cannot live with parents, they must live with another 
adult guardian who will teach parenting skills. This 
saves money because their welfare checks will be based 
on their parent's income or AFOC check. 

Count the EITC as income for AFDC purposes. Once the 
EITe 	is paid in advance; it should replace AFDC as a 
non-stigmatizing support. Encouraging families to 
collect both will undermine support for the EITe. 

We can employ people off welfare in the jobs we will 
create with new federal money in child care, health 
care, child support enforcement, housing refurbishment; 
etc. This dramatically lowers the COst of a public 
sector jobs program, allows communities to help 
themselves more, and clarifies "where the jobs are" for 
concerned unions and other interested parties. 

Bruce's memo contains many more tough-love and cost 
saving policies. 



'. 
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• 	 Alicia, David, Bruce, Belle, and others are very concerned 
about the provision of work AFTER THE TWO YEAR T1M8 L1M1T. 

-Phase-in. The rate of phase-in affects the number of jobs 
needed at the end. Slow phase-in would be easier to fund, but 
looks lesa like an end to welfare. Starting with those under 24 
could be the right compromise. It all depends on the numbers. 

-Job Quality and Length. Putting people to work in anything 
better than workfare or nt'ake-work jobs is very expensive~ Most 
of the senior staff agrees that we should provide better quality, 
real jobs right after the time-limit for up to a maximum of two 
years. Paul, however f believes that a one-year work program 
would be more feasible, effective, and likely to launch workers 
into the private sector. There is Significant disagreement about 
the extent to which subsidized private sector jobs can be or ' 
should be an alternative to publIc jobs. The deepest 
disagreements, however, arise over what to do after two years on 
welfare and one or two years ,of work: 

a) Return to welfare as we know it. (Maximum cost) 

b) Let individuals return to welfare or the JOBS program, 
but lower the state match rate for long term cases so that 
states try harder to get people off welfare sooner. (Less 
cost; but it may be an unfunded mandate} 

c) In addition to option b, allow states to reduce benefits 
for the job ready adults still on welfare after 3 or 4 years 
but exempt a certain number of people who will never work in 
the private sector. (Minimum cost, allows states a way out, 
and provides an exemption for certain individuals.) 

Assuming that CBO and other commentators will not give us any 
credit for changing the behavior of welfare reoipients, deciding 
between at b, and c above will determine the steady state costa 
and the ultimate s1ze of the public jobs program. 

-Unions and others are concerned about displacement~ Strong 
antl-displa~:ement provisions tend to leave make work as the only 
option. Yet, without displaoement provisions critics will claimr 

that 	welfare reform w1ll drive people from jobs and onto welfare. 

-Bonnie and Paul are concerned that none of the design features 
for the JOBS or WORK programs will help if the flow on and off of 
welfare in the first two years isnit drastically changed. We 
will shoot ourselves in the foot in 1996 and 1998 if our welfare 
reform proposal serves only to increase the attractiveness of 
getting on welfare. After all, wouldn't lots of people want two 
years of free education and training (with daycare included) and 
then a guaranteed job afterwards for two years or more? 
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cc: Bruce Reed, Larry Katz 



February 18, 1994 

MEMORANDUM FOR WELFARE REFORM TEAM 

fROM: BRUCE 

SUBJECT: JOBS AND WORK 

Her. is an attempt to $utI)JJlarize tho DPC/OMBINEC vi,ion of the JOBS and WORK 
protu'am. and where WI!! stano on th~ key queMions, Please int;lude these jde(\s 11:' your draft 
of the costlftnancinglkey iSlues document. 

L Peno"" a.,.pcllSibIHty: Prevendng Welf ..... Dependency 

All recipirnt! wiU be required to sign a Personal Responsibility Contract that makes 
clear up front the term, of their- assl!Umce -- what they can expect from government and what 
responsibiUties will be expected of them in return. 

'lb. Per,onul Ro.pon.ibility ContIU"! lWda include the following conditions: 

1. Upfronl lib S.....b: Al'plicants must iO through 30·60 days of supervised job 
search befQt, receiving bc:nefits, Emergency fL'1.sists:nce may be granted in some cases. 

2. Patmlity f'Atabli.llment 
• Require mothers to cooperate with paternity estabtishmmt as a condition of benefits, 
... Reduce federal match to zero for cases In which paternity is not estabH!hed within 6 
months . 
• App1y paternity establishment 'equiremenL'"I to public housing:. 

'* Requite binhing hospitals and prenatal clinics which receive pUblic funds to ask 

about paternity. 


, 
l. Teen ModreD at Rome: Minor mother~ must live at home and fmish high school. 

Minor mothers in AFDC households should not qualify as 8 s.eparate casehead, Teens who 
have b.bies must go right back to school. lIIld shouldn't be allowed to mOJ' out for a year to 
h.ve a child, 

4. Noli.,uIl Cmap.oign AgaillSt Teen l're!lnancy: W. would like to con,ider .«<ing 

aside a small percentage of JOBS money for this purpose. to set National Prevention Goals 

end challenge the states to come up with st'hool- or community-based plans to meet those 
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goals (90% paternity establishm""t by the year 2000; an megitimacy rat. that i$ flat or 
declining by the year 2000; etc.). 

5. No Additi..... Benefito r., Additi.nal Olildren: Preliminary estimates from New 
Jersey sU8Ses. 10-1$% reduction in additional children bom on AFDC. F.ve" without that 
caseload impact, a family cap will gener... significant, scorable benefit s.vings. 

OPTION I: National rule of no additional benefits for additional <:bildr"" with some 
of Ute savings used for a national campaign against tem prcgnam,:y w.n} to make sure 
tecipients receive adequate family planning information and advice. 

OPTION 2: ~tat. option to no looser provide edditional benefIts for additional 
children. so long as states also provide family planning information and cottt1seling, (Assume 
half the "ates will take !hi, option . 

• In any cas.: Prohibit Medicaid reimbursement for fertility drugs while on AFDC 
(which I'm .old are currently paid for in 40 states) . . 

6. Rew&l:'ds and SlltctiolU: Give states broad flexibility to adjust AFDC grants for 
responsible behavior: a) requiring and/or rewardins parmts to make sure their children arc 
immuniz~d~ b) requiring and/or rewarding parent! of teenagers for staying in school: c) 
requiring young parents to attmd parenting dasses~ etc, 

II. JOBS: 0uIIIging ..... CulCure or W.If.... 

Our bigge$t challenge is to dumgc expectations for recipients and caseworkers at the 
same lime. As we """and the JOBS program, we need to change !he eu\tute of the welfare 
officc \0 reward work and results. 

1. Perfonuanee-Based Matcb: We need to change incentives within the welfare 
system to get people off welfarc 3." ~oon 3~ po~r,ihle> with a. declining federal match (highest 
% in 1st 2 years, slightly lower in years 3 and 4; 50% in 4th year and beyond) that will 
encourage states to spmd money up front. and reward statCSc for moving people quickly into 
the workforce. 

l. Job 1'I""....nl Bo....... and W ...... Support: To <:bans" the culture of !he welfare 
office. we need to reward those who fmd people work md help them stay there: 

• Set aside 25% Qf JOBS monll): ror Job PIBeemenl Bonyses l\I!d WQr~£1 support. To 
qualify for the money, states must design 8 phm to teward caseworkers and placement firms 
for .uCCC3sful job placement and retention. State plans would require HHS approval. 
Bonuses would only be paid if former recipIent was still on the job 6-9 months later, and 
might be limited to ptacemc:nt 'Of recipients on the rolls one year Qr longer. The bonuses 

. could be used for recipients in either the JOBS program or the WORK program. 
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3. a.oi.....d Compedtion: In a time-limited system. many welfare recipion.s will 
wan, to move off as quickly as possible. We should follow the Labor Departm",(s 
Workforce Security model in two areas: 0) by giving governors the option to crea •• Charter 
Welfare Offi .... whicll would enable Project Matcll and other programs to compete.o 
be""me JOBS prugrum.; uno! b) by e"suring Ibat welfare offieH prcwidc rccipien .. with 
consumer information on the job ptacem~t records of the various programs and services 
avail.ble to them. 

4. E.erybody Do.. SOlllolbillll: 11.e deflllitioo of activities can be tlcxible. bUI 
everyone in the JOBS program has to do something from Day One. In S<n..al. it ;. better to 
limit the number of ext""ions and ph.s. in age groups more slowly Iban to let the size of the 
cohort dictate. a looser extension policy. No "deferrals" -~ everyone mWlt be participating in 
some wny. 

5. Any Job b • Good Job: i\oyone who is offered a job at any time on AFDC .. in 
the lOBS progrlUTl or the WORK program .. mllS' accept lIle job or lose eligibility. 

6. Santa....: Follow APWA recommendation to impose 25% sanction of AFDC and 
Food Stamps for nQn~comp1iance. 

'1. Job SC4n:"b Last: The last three months of the two~year time limit must be spent on 
supervised job ..."rch. Recipienl. lliu>llilke 3 job if offered. 

DL WORK, N.t Welfare 

I. C........"'. a Job Orrer, Not. Job: The WORK program i. not a guaranteed job for 
life; the only guarantee is that recipients MIl be offered a job M~ in the private sector. in a 
subsidized public or private sector job, or in community service. Anyone who is offered a 
igb in the private sector must take it or Jose eliwbility, 

1. u.t lIle Sta... Dedde: We strongly favor work-for-wages. and are opOl to 
suggestions on how to make it 8: viable option. On other questions, we believe the only way 
to make the WORK program work is to give states broad discretion in designing and 
edministerlng it. We don't know the right answer, so VIe should let them experiment: 

a. WOR.!l. Program Block Want: Local job market. vary dramatically. and' 
different states will have different needs. The WORK program will provide 
states a. lump sum for each WORJ(~mandatory individual (including that 
person's benefits). which will be enough to help pay wages, child care, and 
perhl:lps limited administrative t.:Ut;ts. Sttftt!S wiU make mOlley on some 
recipients and lose money on others, States can use the money to fwd, 
subsidize, or crute job3. States will be expected to set up or make use of 
gov¢t1lina boards with representation from aovcmmenc. business. and lohor 
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W. believe that it is vital to blook grant the benefit' as well as the 
administrative costs -- otherwise work for wages will be too onerous (with too 
many monthly hassle.) fot the private .ector. 

h. IilllV Limit lbe WORK Program: The WORK progrlllll should he limited to 
2 year •• with periodic job .earch during and between assignments. After 2 
years, Mat.. will mak. an .....'men' of WORK gradu.ate.. If they .... unable 
to work, the state can pla~ them back on extension status. where they will 
receh'e regular AFDe benefits and the state win receive its regular match, but 
wher. they will coun' against the state'. overall ClIp on <><tee.;ons. If they are 
abl. to work, the state <llIl declare them job·ready and reduce their ben.fits 8S 

much as half. Th. state will receive a lower match for job·r.ady long-termer •. 
These long.termers will .till qllBlily for Job PI8Cl:l11wt BOllUS. 

3. Privam S ••lOr Sublime" Wase supplemeotation should b. made ••sier and 
encouraged. State option to use both Food Stamps and AFDe to subsidize private sector 
jobs, and to calculate bolll in detenuilling wages and minimum hours of required work, 

4. Job-oReadines. Stand.ard.5: Stme <>,priem to demand high standards froIn recipients as 
a way 10 increa ... employ.r ctlnfidmce For example, the WORK program ""u1d require drug 
testing and other basic job screens. Anyone: whQ is fued from the WORK program should get 
one che;oce to ,,:ome back, not several. 

S. Spell Out WIle", lb. ~bs A",. When we pIOpo,e lCjlialation. we should make clew 
where the WORK jobs will be in the public and private sectors. We believe that it ., 
,easonabl. to ..swn. that ZQ% of the n~ job, equid come from O!!Jlllluions related to 
welfare T~form: 

a. Child em; Option I -- award the IV-A child car. money ror JOBS and 
WORK participlIIlts to the WORK program. which can u,e the money to set up 
cbild care cooperatives Slaffed by participants in the WORK program. 
Option 2 .... give JOBS and WORK participants vouchers and a choice of child 
care providerl~ but require those providers to hire a certain percentage of 
WORK participants. 

b, HQ~sin8: Require public housing au1horities to spend a porti.on of their 
huul:lmx rehab money tl) hire welfun: n!4:ipi(n11S. WOIK with construction unions 
to develop nationwide apprenticeship program for residents of public housing. 

c. Cbild Support EnfoIC'e"!Uent: Missouri wants to use AFDC recipients a5 child 
support mediators. They would also make exceHent enforcement invc:3ligulQtS 
to relieve the crushing burden on chi.ld suppon caseworkers, 
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d. lOBS _Workers: A. Sen. Moynihan told us, in many welfare ome". there 
isn't much that 'ep"''''' people on tither side of the table. A. we expand the 
lOBS program, .ome of the new hires thould be to hire people off Welfare. 

e, Other Federal Initiatives .- Head Stan. immuniwtion" lead-paint removal. 
EmpQwerm.e;ot Zone}. family preservatign: We need .. solid estimate for each. 

f. Private '@Or commitments: W. should sot • g081 that SO% of the WORK 
31ot:l be in th~ private sectOI. Wo bcliev~ that we should. consider ullowins the 
EITC for WORK participant< in subsidized private sector jobs, not only to 
make those job. mar. attractive but also because it will b. dimcult for the IRS 
to tell who's getting a subsidy. (Why allow it for TITe·subsidized but not 
WORK-subsidized? etc.) 

6. Mid.., Work ud We1fare: We should encourage recipients: to work. but at some 
point, we ~houlrl encoufage them to leave the welfare system; 

a. Count the EITC as income for AIDe PurpOII!Jl: Once we have advance 
payment of the ElTC, it will b. income. 

h. a timQ limit 00 lIl~iug WOI~.JIIl9Wu!!: The clock should slow down ror 
tecipienn who work, but it shouldn't stop altogether. Pemaps a 4-year limit 
Counting the EITC as income for AFDC purpo.es would mitigate this issue. 

e. Limit oam-back.l!l _ IllI>.!lths: The purpo •• of earning back eligibility ,hould 
be to allow a brief cushion in hard times. not welcome people back OntO' the 
welfare rolls. No one who has left welfare should b••ble to earn back more 
than l months of eligibHity at any time, 

7. WolI< Program. fnr N.n-Cwtodial P.,..otJ Wh. D...~ Pay Child Support: If we're 
aoing to have. ,izable work program for AFDC mothe.., we should have a ,i..ble CWEF 
program for falbm (0 work off their child support. W. would like I!>.i.nclude the Olllion.!!!..!! 
more ex;pansive mandatorY work progragi fot JJon~CUstodiaJ ~!,rents:, We believe these 
Vlugrd,lUS W'C U much b(..'ttct investment than chitd suppurt U~::iurance. and should be funded at 
the 9ame or significantly higher levels" States shQuld have flexibility to design their own 
program., bUI her. the emphasis should b. on eWEP, nol work-for-wages 

IV. RrinvetUing Government 

We need to think more about whether and how these and other possihle changes can 
. help reduce welfare fraud. If we don't corne up with our own anti~fraud provisions, we may 
",d up with fingerprinting or somOlhing like it. 
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W.lf.... Reform 

Policy Checl<l],t 

May 25, 199J 


L Making Work Pay 
-- How much will the expanded ElTC reduce the welfare rolls? 
-- What other incentives can we offer to make work a better deal? 

;'\ : 


:"..2, IIealth Care Reform 

,'" -- How much will health care reform reduce the welfare population? 

{I\ ;' 

f~' "',,,. 
'N:' B. Welr.n to Work 
, ' 
'~,'''',
\:.': L Education and Training 

,V. -- Does it work? What model programs should we foHow? 

f~' -- How can we do more with existing federal programs (JTPA, Djslocated Workers, 

,f. Unemployment Insurance, etc,)? 

~;~':
.;.: . ' 

2. lob Placement and Worker Support 'i» 
J,\ -- How can we accelerate placement into private sector jobs? :!;' 

.;
r',
, 

. -- What do we need to do keep them there? 

" ::
" . 

~;': 3. Public and Private Sector Jobs ·',':~ ': 

';;:j' -- What kind of private sector jobs will be available for people leaving welfare? 

:J(, -- What kind of public sector jobs can we create, how many will we need, and how 

;j;;: much will they cost? 

1\:. ~ 

, ;" 

.;::< 
i.C, Time-Limited W.lf.... 

'" .­<' .. " 
;";: 
'~~":' 1. Designing a Universal System 

';;"" -- How can we cover the most people wilh the fewest exemptions, without 

'::~,~:,bankrupting the stateS or creating an enonnous bureaucracy? 

:,; . .' -- Who should be exempt? 

':::~"'" -- How should we sanction those who refuse to work? 

""'.: -- How quickly should we phase in this new system? 

Ill,. 

. '"V 
:' , 2. Workfare vs. Work Instead of Welfare 
.', . -- Should people work off their benefits (like CWEP). or should we guar"ntee them 

.?/: 'full-time minimum-wage public-sector jobs, or sbould we usc their benefits to subsidize 
'~}::' private-sector employment? 
,: , 
,:~(, 
· .,. 
,'I ' ·.; - .i"" .,
I:.. 
!~\", ,. ~( , 
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3. Bold, Persistent Experimentation 
-- How do we streamline the welfare system (AFDC, food stamps, housing, etc.)? 
-- How do we encourage bottom-up experimentation while stm insisting on 

fundamental reform? 

D. Other Is ..... 

1. Child Support Enforcement 

-- What incentives can we use to demand responsible behavior? 


2. 	Building Support 

-- What do the states need to make these reforms work? 

-- How can we attract support from community groups and the private sector? 


3. Money 

-- How much will welfare reform cost? 

-- Where can we lind the money? 



