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BROAD POLICY GOALS OF WELFARE REFORM

THURSDAY, MARCH 9, 1995

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to recess, at 9:30 a.m., in

room SD-215, Dirksen Senate Office Building, Hon. Bob Packwood
(chairman of the committee) presiding.

Also present: Senators Moynihan, Bradley, Conrad, Graham,
Moseley-Braun, Chafee, Grassley, and Pressler.

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SEN-
ATOR FROM OREGON, CHAIRMAN, COMMITTEE ON FINANCE
The CHAIRMAN. The committee will come to order. Are all of our

witnesses here?We are missing Mr. Rector and Mr. Greenstein. Is
Dr. Mead here?

Senator MOYNIHAN. Yes. Yes, sir.
The CHAIRMAN. All right. We will start then, if you do not mind,

with Dr. Mead, and then Dr. Tanner, and we will take the others
when they come. Here comes one more, I think. Dr. Mead, why do
you not go right ahead?

STATEMENT OF LAWRENCE M. MEAD, PH.D., VISITING PRO-
FESSOR OF PUBLIC POLICY, WOODROW WILSON SCHOOL OF
PUBLIC AND INTERNATIONAL AFFAIRS, PRINCETON UNI-
VERSITY, PRINCETON, NJ
Dr. MEAD. Thank you very much, Mr. Chairman. I am delighted

to be here. These hearings, I think, are very crucial for the future
of welfare in America, What I am going to do in these brief re-
marks is simply summarize my testimony, which you have.

I will, first of all, discuss what we should regard as the welfare
problem; second, the goals of reform; third, how best to improve
welfare employment programs; and, finally, the issue of block
grants.

Now, I do not think there is too much disagreement about the
welfare problem. I think there are two aspects that are crucial.
First of all, the welfare rolls are large and they are growing. To
speak of AFDC, which I think is our main focus, the AFDC rolls
grew 29 percent between 1989 and 1993. Today we have 14 million
people and five million families living on this program.

Equally serious, much of welfare is long-term. While half the
cases end within 2 years, of the cases that are the rolls at a given
time, half will spend a total of 10 years on welfare. So, we do have
a long-term welfare problem.
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The main causes of the welfare problem appear to be two. First
of all, unwed pregnancy. We have a high level of unwed pregnancy
which is driving many younger mothers onto the rolls. Second, low
levels of employment. Only 6 percent of welfare mothers at a given
time report that they are employed. The actual level appears to be
somewhat higher, but it is well below the levels that we find in the
general population. Seventy-six percent of non-poor single mothers
are employed and 55 percent of them are working fill-time the full
year, so there is a tremendous gulf in the difference in employment
levels between single mothers on welfare and off.

There are some other issues in welfare, such as money. Some
people think welfare can be cut in order to save money. That is
true, but the money to be saved is, in fact, small because welfare
is cheap compared to larger social programs like Social Security
and Medicare.

From the liberal point of view, benefits are too low, they do not
allow people to escape poverty. However, the causes of poverty are
much the same as the causes of growth here. They also are related
to unwed pregnancy and non-work. The public, as well, is con-
cerned about these problems rather than other faces of the welfare
issue. So, we ought to focus on unwed pregnancy and employment.

Now, my own view is that reducing unwed pregnancy should not
be the main goal of reform for one very basic reason, and that is,
we do not know how to do it. I do not think that anyone has come
up with a persuasive approach for reducing unwed pregnancy.
There are no programs which have shown large effects on this
problem.

Now, some conservatives say, well, that is because welfare exists
and as long as welfare exists then teen pregnancy programs are
swimming upstream. They are trying to prevent people doing some-
thing which they have strong incentives to do.

However, the people who say this have not shown that there are
strong effects of welfare on unwed pregnancy. We do not have
strong evidence that the level of welfare, even the availability of
welfare, has a lot to do with unwed pregnancy.

Some think, well, we can reduce the problem if we time limits
on welfare, if we cut coverage for unwed mothers. Maybe we ought
to do those things in order to underline important social values. I
am not necessarily opposed to that, but we should not imagine, in
so doing, that we are likely to reduce the social problem very much.

There are also political dangers. The public is really not in favor
of cutting aid to the needy. Rather, it is in favor of changing the
nature of that aid so that the adults have to work.

So, I think that the main reason to focus on employment is that
this is what the public wants and, secondly, it is something we
know how to do. We have some idea about how to raise work levels
on welfare.

Now, there is a view that has taken hold among many analysts
in the last few years, that it is becoming more difficult to put peo-
ple to work because wages have fallen f6r low-skilled people. Al-
though that is true, much of the reason why earnings are falling
among the low-skilled is precisely that they are not employed and,
in fact, they are dropping out of the labor force. It is still the case
that employment is the best antidote to poverty. It is still the case
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that the vast majority of poor adults are not employed rather than
employed.

The problem of working poverty is a much smaller problem than
the problem of non-working poverty. In 1992, there were two mil-
lion adults working full-year and full-time who were poor, but
there were 14 million who were not working at all. So, we have to
saythat non-working poverty is the largest problem.

Now, we can do some things to make work pay but work already
pays. It is not the case that many people work steady hours and
remain poor. So, we should take steps to raise work levels among
people who are not now working, and that includes most of the
adults on AFDC.

That turns our attention to the JOBS Program, established as
part of the Family Support Act in 1988. Evaluation suggests that
this program has substantial effects on earnings, but small effects
on dependency. It does not seem to cause many people to leave wel-
fare.

Some people infer from that that the program has only a mar-
ginal effect on the problem, that this really is a program that pays
homage to the work ethic and does not have much to do with re-
ducing dependency. I think its effects have been underestimated.

In a recent paper on welfare reform in Wisconsin I estimated the
effect on the growth and welfare across the states of implementing
the JOBS Program, and what I found was that for every percent
that a State involved welfare adults in the JOBS Program between
1989 and 1993, in fact, its welfare growth is 1 percent less. So the
more people you have in JOBS, the fewer people you have on wel-
fare. This effect is quite substantial. So, I think what we should do
primarily is focus on building up the JOBS Program.

I have some proposals about how to do this. I gather I am out
of time. Maybe I should postpone that for the questions.

The CHAIRMAN. Go ahead.
Dr. MEAD. Should I continue? All right.
The best JOBS programs emphasize high participation, actual

employment over remediation, and tight administration. These are
the features that we would seek in JOBS nationwide.

The JOBS Program does not now have these features primarily
because of the participation standards in the program are too lax,
we do not have enough people participating in JOBS, the program
emphasizes remediation rat er than employment, and there is not
much attention paid to getting people into work quickly.

The plans that are now on the table, the Clinton plan and the
House Republican plan, it seems to me, are inadequate as ways of
improving the program. In the case of the Clinton plan there is not
enough emphasis on actual employment early on after going on
welfare. The Clinton plan tries to time limit welfare but it does not
require up-front job search. I think we should focus not so much
on time limiting welfare or on changing the nature of it so that
people have to work or look for work about half-time from the mo-
ment they go on the rolls. Work ought to be something inseparably
connected with welfare. That is not something that JOBS does, and
it is not something the Clinton plan would do.

The Republican plan is tougher about enforcing work and it
would raise participation levels, I think, at a level that we could



probably sustain, but it is vague about what actual requirements
would be made cf people who are supposed to be working.

And the participation standard, which would become 35 hours
over several yesrs, is, I think, too tough. I think we should go for
half-time because we can enforce that, because it is realistic. Then,
after people are working half-time, then allow remediation on top
of that. So, the goal should not really be time limiting welfare, it
should be changing the nature of the program.

Now, as to block granting, let me just say that I think this is
dangerous, primarily because it could lead to the disestablishment
of the JOBS Program. If JOBS is included in the block grant its
money could well be consumed by grant demands if, in fact, de-
pendency kept on rising.

So, I think what we should do is keep JOBS outside the block
grant. We should maintain employment standards in welfare. The
main reason is, this is the only way we can really bring about re-
form. It is false that the States, by themselves-most of them any-
way-are going to reform welfare on their own.

The main pressure towards reform now is coming from the JOBS
Program. If this program is disestablished you will not see change,
especially in States with large case loads, like New York and Cali-
fornia.

I do not think that the internal emphasis on reform in those
States is enough to move in the right direction. So, we ought to
keep the employment programs we have, we should toughen them
and improve them in various ways, and I think that is the best sin-
gle way to reform welfare.

The CHAIRMAN. Thank you, Doctor.
[The prepared statement of Dr. Mead appears in the appendix.]
The CHAIRMAN. Mr. Tanner.

STATEMENT OF MICHAEL D. TANNER, DIRECTOR OF HEALTH
AND WELFARE STUDIES, CATO INSTITUTE, WASHINGTON, DC

Mr. TANNER. Thank you, Mr. Chairman and members of the com-
mittee. I really appreciate the opportunity to come here today. I am
Michael Tanner. I am director of Health and Welfare Studies at the
Cato Institute.

At the beginning of addressing any broad perspective on welfare,
I think it is important to bear in mind just what an abject failure
our welfare system has been to date. We have to understand that,
if you just go back to 1965, the start of the War on Poverty, since
that time we have spent more than $3.5 trillion fighting poverty.
Even for Congress, that is a lot of money. But we have actually re-
ceived very little result for our money. In fact, today poverty is
slightly higher than when we started.

Now, of course, if this was merely a question of wasted money
I suppose we would be concerned, but it really would not be a cri-
sis. After all, while it is a lot of money, it does pale in comparison
to the amount of money that has been wasted on many other gov-
ernment programs.

I think the real welfare crisis is not in wasted money, but in
what our welfare system has done to our society. Consider just a
few areas such as, for example, illegitimacy, the fact that in 1960
only 5.3 percent of births were out of wedlock, while today nearly



30 percent of births are illegitimate. I believe that we are headed
towards the position whereby, early in the next century, we could
be in the position where 40 to 50 percent of births are out of wed-
lock.

Now, I have to disagree with Professor Mead. I believe that,
while scholars can quibble over the degree to which welfare bene-
fits are linked to out-of-wedlock births, there is an overwhelming
consensus that there is some linkage.

Even William Galston, President Clinton's Deputy Assistant to
the President for Domestic Affairs, says that he believes that the
welfare system is responsible for at least 15 to 20 percent of family
disintegration in America.

I think that if you examine the studies, examine the literature,
you will find that the overwhelming amount of evidence indicates
that there is a substantial link between the availability of welfare
benefits and the growth of illegitimacy in America.

Second, of course, we have the question of dependence. While it
is true that the average stay on welfare remains relatively short,
nearly 65 percent of the people on welfare at any given time were
in the midst of a spell that will last 8 years or longer. Moreover,
welfare is increasingly intergenerational. Children raised in fami-
lies on welfare are seven times more likely to become dependent on
welfare than our children who are not raised on welfare.

You even find situations, for example, that Professors Richard
Vedder and Lowell Galloway of the University of Ohio, for example,
studied two individuals, both below the poverty line. They took one
individual not receiving benefits, one individual receiving welfare,
and found that the individual who does not receive welfare is 2.5
times more likely to be out of poverty the next year than the indi-
vidual receiving welfare.

Finally, welfare is linked to crime. Maryland NAACP issued a re-
port last fall that concluded, "The ready access to a lifetime of wel-
fare and free social service programs is a major contributory factor
to the crime problems we face today."

It contributes to crime by destroying family structure and in-
creasing single-family households, by breaking down the bonds of
community, and by increasing the social marginalization of young
black men in our society as they become, in effect, cuckolded by the
welfare check and made irrelevant to the family.

Now, what should Congress do then in that regard? I have a cou-
ple of recommendations. In the long-term, I believe Congress
should be looking to the day when it ends all Federal funding of
welfare and returns that program entirely to the States.

In the short-term, I would suggest that you end the entitlement
status of welfare and send it back to the States in the form of block
grants with as few strings as possible. In particular, I urge you to
resist the temptation to irmpose conservative mandates on the
States in lieu of liberal mandates.

Second, I suggest you begin the transition from government wel-
fare to private charity by establishing a dollar-for-dollar tax credit
for contributions to private social welfare charities.

Third, I suggest you make adoption a viable alternative option,
easing restrictions on it, including elimination of barriers to



transracial adoptions. This would involve the repeal of the Metzen-
baum Amendment passed last year.

Finally, in the long-term, you need to look to tear down tax and
regulatory barriers to economic growth and entrepreneurism, par-
ticularly in high poverty areas, because the best alternative to wel-
fare is a job.

Now, I want to focus particularly on progressional things, what
Congress can do here, in a very few minutes. But I want to urge
you, contrary to what Professor Mead said, to be very wary of pro-
posed "workfare" schemes. Workfare is a concept that I believe is
largely based on a stereotype belief that welfare recipients are lazy.

I do not believe there is any evidence to support that stereotype
and I believe that there is little evidence that a workable workfare
scheme can be designed. The Manpower Demonstration Research
Corporation conducted a review of workfare programs across the
country and found few, if any, employment gains among welfare re-
cipients.

Economists at the University of Chicago Center for Social Policy
Evaluation reviewed the major studies on workfare and welfare-to-
work programs and found a consensus in the literature that "man-
datory work experience programs product little long-term gain."

Furthermore, these jobs are not inexpensive. It is estimated that
it will cost at least $6,000 over and above welfare benefits for every
workfare job created, and I think that is a great deal of expense
for very little gain. I do not think that is where the focus of reform
should be and I would urge you against mandating any work re-
quirement on the States.

Thank you very much.
The CHAIRMAN. Thank you very much.
[The prepared statement of Mr. Tanner appears in the appendix.]
The CHAIRMAN. Mr. Greenstein.

STATEMENT OF ROBERT M. GREENSTEIN, EXECUTIVE DIREC-
TOR, CENTER ON BUDGET AND POLICY PRIORITIES, WASH-
INGTON, DC
Mr. GREENSTEIN. Thank you, Mr. Chairman.
In 1988 this committee played a leading role in passing the Fam-

ily Support Act, a bipartisan effort based on the premise that the
AFDC program should become a system embodying mutual respon-
sibility.

Building on that now, and going well beyond it, welfare reform
should be about promoting work, requiring responsibility of both
parents, and maintaining a safety net for poor children, while ac-
cording States the flexibility they need to create innovative pro-
grams.

To date, only a small number of parents have been required to
participate in JOBS or other work programs and, as a result,
AFDC frequently does little to help families move towards self-suf-
ficiency. A reform system would be one in which all able-bodied
parents were expected to work or prepare themselves for work.

An example such as the program in Riverside County, California
shows that significant results can be gained from well-structured
work-related programs. Welfare reforms should also address the
troubling issue of out-of-wedlock child-bearing.



But, while I believe-and maybe we can talk about, this in the
questions-that Mr. Tanner's statement of the consensus arong re-
searchers is not correct and that the consensus is that co-nections
between welfare and out-of-wedlock child-bearing are modest rath-
er than very large, nevertheless, steps need to be taken in this re-
gard.

For example, teen parents can be required to live in supervised
settings, either with parents or other responsible adults and re-
quired to attend school or training as a condition of receiving cer-
tain levels of benefits. I also believe that flexibility can be provided
to States in a number of areas.

But what I would like to focus on primarily in my remarks is
that core question of whether the entitlement structure should be
maintained. There are several issues here. Many are concerned
that welfare spending is out of control and cannot be curtailed if
the programs retain entitlement status. In addition, many believe
that block grants are needed to accord States more flexibility. In
fact, I think the questions of cost, of flexibility, and of entitlement
versus block grant, are three separate questions and they need to
be disentangled.

In the area of cost, I would note, as a former member of the Enti-
tlement Commission, that the driving factor behind the deficit fore-
cast in the long-term are Medicare, Medicaid, and Social Security,
and the commission's forecast shows that means tested entitle-
ments other than Medicare do not rise at all as a percentage of
GDP. After the year 2000, CBO data suggests they may edge down
a bit. Still, if Congress does wish to get savings here, a block grant
approach is not necessary.

In 1980, 1981, and 1982, the Congress, without ending entitle-
ment status, extracted substantial savings in means tested entitle-
ments by changing their eligibility and benefit structures and that
could be done, again, if Congress wished to do so.

The Agriculture Committee in the House, just a day or two ago,
made about $20 billion in savings over 5 years in the Food Stamp
Program; I happen to personally think that it was more than
should be taken out, but nevertheless it was done without changing
the entitlement status of the Food Stamp Program.

On the issue of State flexibility, States currently set their own
benefit levels and income limits in AFDC. Every bit as much flexi-
bility could be given under an entitlement as under a block grant.
Again, these are separate issues.

By entitlement, let me be clear, I do not mean that a woman who
gives-birth out of wedlock should be entitled to a benefit forever
without doing anything. One could establish whatever rules one
wants. One could have time limiting, one could make certain cat-
egories of people ineligible under certain circumstances.

The question is, simply, whatever the rules are, whatever the
rules a State sets, should a family that meets those rules-for
work, for behavior, for whatever else the Federal Government or a
State wants to set-then be able to get a benefit or should this
family be at risk of having benefits cut across the board or no bene-
fit at all if the State runs out of money during the course of the
year, such as during a recession?
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Again, questions of who is eligible under what terms, and who
sets them, Federal Government or State, are entirely separate is-
sues from whether there is an entitlement or there is a block grant.

One could construct an entitlement system in which States have
virtually unlimited flexibility to set every rule. I would not go that
far, but I would go much farther in the direction than we go today.
Massive numbers of AFDC !ides today and Federal regulations on
what is income, what is a -esource, and what happens when earn-
ings rise, could be turned over to States to set instead.

Why am I so concerned about removing the entitlement status?
First, I am concerned that if we had a capped entitlement-any-
thing that is a block grant type of approach-that funds could run
out part way through the year. What would happen to a mother
who applies in August because her spouse deserted the month be-
fore? Suppose the State was running out of money. Would she be
put on a waiting list?

What about what happens during a recession? If a State gets a
fixed amount of money for the year and unemployment then rises
and there is no more mony, the States is faced with the choice of
bearing 100 percent of the additional cost itself, raising taxes, cut-
ting other programs, or putting people on waiting lists or cutting
benefits across the board.

We should remember that if a State institutes waiting lists, the
people who come on tc a program in the recession are not the long-
term poor, not people sometimes thought of as the underclass, they
are working families who are doing what we want them to do. They
are families that lose a job in a recession and need temporary help.
A number of them two-parent families. Would we want to deny
benefits to these families because we have a block grant and it does
not respond to a recession?

A block grant also would misallocate funds among States. You
have to have a formula. What percentage of the total national
money does each State get? The problem is, State-by-State income
and poverty data are 3 to 5 years old and circumstances change a
lot during that period.

For example, in Mr. Graham's State, in 1987 Florida received 1.8
percent of Federal benefit expenditures, by 1993 it was 3.6 percent.
Had there been a block grant fixed at the 1987 level your State
would have lost half of the Federal support that it received in 1993.

You could take a State I think might be of concern to Mr. Moy-
nihan, a State like Alabama, which used to have the lowest bene-
fits in the country. In the early 1990's it raised them 40 percent,
taking them to the second lowest in the country. Under a fixed
block grant approach Alabama probably would not have been able
to do that, it would have been locked at the old level.

One more point on this front. It is sometimes said, well, a rainy
day fund can solve the problem. We have examined the rainy day
fund in the House bill. It is a $1 billion Federal loan fund from
which States can borrow during recessions, but it probably would
not work.

First, it would mean that ultimately the States would still bear
100 percent of the additional costs during a recession. They would
have to pay the loan back, with interest. Similar provisions in un-



employment insurance law suggests most States would fear paying
the loan back with interest and would not avail themselves of it.

Second, they have to pay it back within 3 years. In California,
we are now in the fourth straight year of 7-percent-plus employ-
ment. States could have to pay it back while circumstances were
still tough.

Third, the trigger mechanisms do not work. Under the House
proposal, 24 States would not have qualified for even a loan during
the 1990-1991 recession until 1992, or would not have qualified at
all. Yet, of the States that would not have qualified until 1992, the
average AFDC case load increase in 1990-1991 was 27 percent.
Yet, they would not have been able to get any loan during that pe-
riod.

It is also said-and maybe I will respond to this in questions-
that States could accumulate unspent funds and draw them down
in recessions. As I can explain later, there is reason to believe
States would have little or no unspent funds.

So, the alternative that I would like to suggest, briefly, is that
States be given substantially increased fle-xibility within some basic
standards, especially aiong the lines of dealing with work and teen-
age pregnancy, and that States can be given substantial flexibility
without going to the block grant approach. I would also like to just
note, in ending-

The CHAIRMAN. I have to ask you to summarize, if you would
please.

Mr. GREENSTEIN. If I would just end, the final point I would like
to make is, as you move towards work-focused programs, get more
people to work, that there is a need for resources to do that with.
The House bill provides no new resources for work or child care.

As Dr. Mead said, what would probably happen is just what hap-
pened during 1990-1991. Why did the Family Support Act not do
more? Because States do not have .more people in some of those
work programs, is one reason. Why did they not do that? When the
recession came they had to provide more families with basic bene-
fits to keep them from going on the streets and they did not draw
down the work fund.

So, I think Dr. Mead is exactly right, if you have a block grant
approach and you have the work money within that, the likelihood
is that States will keep families from being forced into the streets.

The very things that will get squeezed the most are the innova-
tive self-sufficiency programs for work that the Governors say they
want. I think those are rrie things that will get squeezed most
under a block grant approach. And we also cannot expect that if
we want mothers to work, a cap and cut, as the House does, on
Federal money for child care--

The CHAiRmAN. Mr. Greenstein, I am going to have to ask you
to summarize.

Mr. GREENSTEIN. Let me stop there. Thank you, Mr. Chairman.
[The prepared statement of Mr. Greenstein appears in the appen-

dix.)
The CHAIRMAN. Mr. Rector.



STATEMENT OF ROBERT RECTOR, SENIOR WELFARE AND
FAMILY ISSUES POLICY ANALYST, THE HERITAGE FOUNDA-
TION, WASHINGTON, DC
Mr. RECTOR. Thank you. I apologize for getting here late. I had

a little disagreement with my automobile engine this morning.
Senator MOYNIHAN. Who won the disagreement?
Mr. RECTOR. We compromised.
When Lyndon Johnson launched the War on Poverty he told us

that this was to be an investment which would return its cost to
society many-fold. Today I would like to talk to you about the na-
ture of that investment that we have made and what dividends
that investment has wrought for us, as well as what we could pos-
sibly do to correct the nature of this investment.

I think, first of all, when we are looking at the War on Pcverty
and welfare reform it is important to distinguish what we mean by
welfare. When I talk about welfare I am talking about all of the
means tested programs operated by the Federal Government for
low-income and poor people.

The Federal Government runs over 75 major means tested pro-
grams providing cash, food, housing, medical care, social services,
and training for the poor. With the State contributions to those
programs, spending last year amounted to $350 billion, or 5 per-
cent of gross domestic product. We are now, as a Nation, spending
more on means tested welfare than we did in the middle of the
Great Depression as a percentage of GDP when a quarter of the
labor force was unemployed. The total cost of this system now
amounts to about $3,400 or each taxpaying household in the Unit-
ed States.

Let us look at what we have done in terms of the growth of
spending in this investment. In constant dollars, total mea,19 tested
welfare spending is today nine times greater than when Lyndon
launched the War on Poverty. Cash, food, and housing alone is
seven times greater and, as a percentage of GDP, spending has
risen from about one percent of GDP in 1965 to, again, over 5 per-
cent today.

Altogether, we have spent, between 1965 and 1994, $5.4 trillion
on the War on Poverty in 1993 dollars. That is greater than the
cost, almost twice the cost, of fighting Germany and Japan in
World War II in constant dollars.

And for $5.4 trillion you can buy the entire industrial infrastruc-
ture of the United States. You can buy every factory, every elec-
tronics firm, every office building, every hotel every airline, every
telecommunications firm, the whole thing, for $5.4 trillion.

What have been the results of this $5.4 trillion investment? Well,
if you simply look at poverty we see that poverty was declining rap-
idly until the late 1960's when these programs started coming on-
stream, and then official poverty has not declined appreciably since
that time.

All other social indicators have taken a dramatic turn in the
wrong direction, particularly illegitimacy, and also crime, which I
believe is directly linked to the disintegration of the family.

That, in terms of spending, however, is the good news. Because
if you take the CBO projections on these 75 plus programs, we see
spending on baseline increasing from around $350 billion today to



over $550 billion by 1999. It will rise from 5 percent of GDP today
to over 6 percent of GDP, and by 1998 we will be spending $2 on
welfare for every $1 we spend on national defense.

I would also indicate that, although medical care is a major part
of that growth, there is growth in all the programs that are push-
ing those figures up.

Now, what I would like to talk about is four, what I would call,
goals of welfare reform, how to address this system. The first goal
is cost control and flexibility. What I recommend are the provisions
from Senator Faircloth's bill, which takes all of the non-medical
means tested programs and subjects them to an aggregate spend-
ing cap at roughly the rate of inflation, around 3 percent per
annum. That saves over $80 billion off of baseline.

In order to meet that spending cap the bill takes most of the
means tested non-medical programs, folds them into a single block
grant, allowing the State to design its own welfare programs, al-
lowing each State to determine how much it wants to put into
housing, how much it wants to put into food, how much it wants
to put into training.

Quite frankly, the Federal Government does not need to require
that the State of Vermont run 15 different nutrition programs and
that the State of Texas run the same 15 programs. We do not need
to tell each State to be running eight different housing programs
out of the Agriculture Department, and so on. I think what we do
need to do, however, is when we give the Statcs flexibility, insist
on certain moral principles on how these will be spent.

Those are my second and third reforms, what I would call serious
but sensible workfare, focused on the most employable welfare re-
cipients first. Those types of reforms, contrary to what Mr. Green-
stein says, do not cost money but rather will save money, as long
as you focus on the most employable first.

Second, reducing illegitimacy. That is the paramount goal of wel-
fare reform. It is not a goal of welfare reform to accept out-of-wed-
lock births going from 33 percent to over 50 percent, as President
Clinton has warned us they will do.

We must find means to reduce the out-of-wedlock birthrate. The
bottom line on that is, the Federal Government should never have
been in the business of saying to a 16-year-old girl, if and only if-
you have a child out of wedlock we will send you a check in the
mail. This has been a national disaster. It is time to step back out
of it.

The fourth goal and theme of reform, is moral renewal. I believe
that we need to bring the churches of our communities in to deal
with the problems of the underclass, and the way to do that is
through religious school choice and vouchers/model programs to ac-
complish that.

Thank you.
The CHMRMAN. Thank you very much, Mr. Rector.
[The prepared statement of Mr. Rector appears in the appendix.]
The CHAIRMAN. Mr. Greenstein, I am curious. One of your fears

about block grants is that the States may run out of money. Do you
have any fear about the Federal Government?

Mr. GREENSTEIN. Certainly I do, Mr. Chairman. But it seems to
me, my particular concern is during recessions. It seems to me that
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it is very legitimate for the Federal Government to run deficits dur-
ing recessions.

The CHAIRMAN. It is during recessions that we run out of' money
too, and our revenues fall dramatically.

Mr. GREENSTEIN. Yes. But, in fact, for the Federal Government
to balance a budget during a recession would tend to make the re-
cession deeper. I would think our goal ought to be in the general
area of fiscal balance during periods when the economy is not in
recession.

The CHAIRMAN. When do you expect that to happen?
Mr. GREENSTEIN. Well, I think we need to take very substan-

tial-
The CHAIRMAN. Do you have a plan, a secret plan, to end the

war?
Mr. GREENSTEIN. This is an issue we looked at on the Entitle-

ment Commission. We obviously did not reach agreement on that
commission. But I think there is a consensus across the political
spectrum on that commission.

The CHAIRMAN. As I recall, you did not vote with the Danforth-
Kerry side on that.

Mr. GREENSTEIN. Oh, I did.
The CHAIRMAN. Did you?
Mr. GREENSTEIN. I did, both in terms of the interim report-
The CHAIRMAN. And the entitlement restraints.
Mr. GREENSTEIN [continuing]. And the letter at the end.
The CHAIRMAN. Good.
Mr. GREENSTEIN. And I was one of the sole members of the com-

mission to submit recommendations for eliminating the Social Se-
curity long-term imbalance, and the substantial majority of my rec-
ommendations were on the benefit side, not the revenue side.

The CHAIRMAN. Good.
Mr. GREENSTEIN. But I think there was agreement on the com-

mission that the fundamental issues are health care and Social Se-
curity. I would just add, Mr. Rector made a point about the pro-
jected rise in means tested spending. The large bulk of that is in
Medicaid and about two-thirds of Medicaid costs are elderly and
disabled expenditures. Other means tested programs are not pro-
jected to rise as a percentage of GDP.

I would just note for the record that if you take all AFDC spend-
ing plus all Medicaid spending on AFDC families, plus all food
stamp spending on AFDC families, and put them all together, they
are 3 percent of the Federal budget and 5 percent of all entitlement
spending.

That is not to say we should not look for restraint in those areas
as well, but those areas are not the answer to eliminating the defi-
cit. We could do whatever in the AFDC area, until we deal with
health care and the long-term Social Security imbalance we will
not make major progress.

The CHAIRMAN. I think you are right on that. That is not an ex-
cuse to avoid looking at other entitlement programs.

Mr. GREENSTEIN. I agree completely.
The CHAIRMAN. I have often said, there are about 410 entitle-

ment programs and the bottom 400 costs us $50 billion, and the



top four, plus interest cost; about $900 billion. But we do not need
to overlook the bottom 400.

Mr. GREENSTEIN. I am in complete agreement with you on that,
Mr. Chairman.

The CHAIRMAN. The Pershing Hall revolving fund is one that
could go.

Mr. GREENSTEIN. I am simply concerned about those, not on this
committee, but elsewhere, some of the public, who believe that if
we address welfare, foreign aid, and some category called "waste,"
the deficit goes away and we can avoid the tough choices. We can-
not avoid tie tough choices.

The CHAIRMAN. There is no waste, fraud, or corruption in any
program that somebody likes, it is in some other program.

Mr. GREENSTEIN. That is certainly true.
The CHAIRMAN. Let me ask you, you mentioned the social service

block grant. I may be the only person on this committee that was
here at the time. But you use it as an example of something that
we capped and the monies fell. But do you know why we did that?

Mr. GREENSTEIN. Yes, I do.
The CHAIRMAN. We had this open-ended entitlement that we

called Social Services.
Mr. GREENSTEIN. Yes.
The CHAIRMAN. We had it at about $2.5 billion, I think, in 1975

or 1976. The States were just putting into it everyhing they could
define as a social service. Well, Mississippi was building roads as
a social service. Maybe it was a work program, I do not know.

But we saw this program just taking off and that is why we put
the cap on it. I do not think it ought to be used as an example of
something bad, it was something that would have exploded beyond
belief had we not capped it.

Mr. GREENSTEIN. Mr. Chairman, I did not mean to imply it was
something bad moreover. There are some similar developments
now going on in AFDC emergency assistance, and I think that a
cap of some sort is probably needed there as well. That was pro-
posed in the administration's welfare bill of a year ago.

All I was trying to point out in bringing up that example is,
there is a difference between an individual entitlement, whatever
the eligibility criteria, and whether they are set at State or local
levels. Under a block grant, whether it is a capped entitlement or
a discretionary, it does not respond to recessions.

What I believe we need is something that does continue to re-
spond to recessions while being reformed, having changes that deal
with long-term costs and the causes of it, such as the need for more
people to be moved out of the system into work. We do not know
exactly what to do, to curb out-of-wedlock births and teenage preg-
nancy, but we clearly need to look carefully at that. So, I am not
suggesting that was inappropriate in the social services block grant
at all.

The CHAIRMAN. All right.
Dr. Mead, you emphasized how successful JOBS are in terms of

"welfare reform," probably more important than everything else we
might put together. If we were to block grant this, why would most
of the States not go toward JOBS, that being the most efficient way
to end welfare?



Dr. MEAD. They would if they were interested in reforming wel-
fare. That is what is happening in some States; it is happening in
Wisconsin, for example. But, in the midst of a fiscal crisis due to
a recession, States would have to make immediate economies and
they would be tempted to consume the JOBS money in paying ben-
efits.

I do not think cutting welfare is the same thing as reforming it.
Cuts involve saving money in ways that we may have to do for
budgetary reasons, or because we decide we really should not cover
a certain group.

Reform. however, involves changing the nature of welfare such
that it involves an assured connection between drawing money and
doing things to help yourself. That is a more long-term process.
That involves administrative statecraft. States that do that well,
such as Wisconsin, have been able to realize enormous cuts in
AFDC.

Between 1987 and 1994, Wisconsin drove down its AFDC rolls 23
percent, 42 percent in the average county, 5 percent even in Mil-
waukee. The reasons for this are not completely clear, but one of
them is that they are using JOBS to police the caseload.

They can do that there because they have extraordinarily high-
quality administration, they have a very strong commitment to this
program, and because they are enforcing participation very effec-
tively. In most counties they are able to cause a whole lot of people
to leave the rolls without cutting benefits, without cutting access.
That is exactly the way the public wants to reform welfare. That
is why we should keep the pressure on to implement JOBS more
fully.

The CHAIRMAN. And Governor Thompson said yesterday he
would love to have a total block grant and he would make this pro-
gram even more efficient.

Dr. MEAD. Well, it is ironic that Governor Thompson is one of the
leaders of the move to block grant welfare because he is doing the
sort of thing that I am convinced most States would not do under
a block grant.

The CHAIRMAN. That is interesting.
Dr. MEAD. They are not going to do that in most States. They

are not Wisconsin. I wish they were. Wisconsin is an exemplar, it
is not a typical State. There are a lot of things special about Wis-
consin that allow them to do what they are doing. I am concerned
to see New York do what Wisconsin is doing, and New York will
not do it unless there is pressure from Washington to implement

Right ,'ow the main force causing New York to get serious about
ealypoyment in welfare is the JOBS program. They are looking over
th.:ir shoulder worrying if they are going to meet the participation
thresholds in the Family Support Act. That is the only reason they
are getting serious about it. Unless that pressure is kept on you
are not going to see a shift in the orientation of that welfare pro-
gram.

The CHAIRMAN. Our order today is Senators Grassley, Moynihan,
Chafee, Graham, Pressler, and Moseley-Braun. Senator Moynihan
is convinced that Senator Grassley is getting up on farm time and
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coming here early. It is the third time in a row he has been here
early.

Senator Grassley?
Senator GRASSLEY. Senator Moynihan, most of it is because I

have a conflict with a Government Affairs Committee mark-up and
I want to get on the program here early.

Mr. Rector, I believe you were the only one, at least in your spo-
ken testimony, that mentioned the involvement of churches. I guess
my question is what sort of constitutional problems do you have
concerning the separation of church and State?

I am not sure I disagree with your premise, although we might
agree for different reasons. I see it this way. The whole purpose of
welfare programs is because, as a society, we want to express that
we have compassion for people.

Quite frankly, I do not think there is any government bureau-
crat, or when people interact with the government-I would say
this even on farm programs-that there is any compassion that is
expressed in the programs.

As a society we want to express that compassion. We think we
have been expressing it through big government welfare programs
and we are finding out 30 years later that there is not a lot of com-
passion, and compassion is what people need and want at this time
of need.

I think you are kind of saying that if you are going to have com-
passion you have to have individual involvement. There has got to
be something between me and you, if I am going to help you, that
expresses my compassion, not simply the material help of a dollar
that I might give to you. I think you are also saying that there has
to be some spiritual basis for that compassion.

Now, that does not mean it has to be Christian, it can be Jewish,
it can be Muslim. Most religions teach compassion. So we are not
talking about promoting a Christian agenda, or a Jewish agenda,
or a Muslim agenda, or anything; we are just saying, very gen-
erally, we have to have a spiritual basis for our compassion.

I think you are suggesting we have got to involve the churches,
but you surely are not suggesting that the churches can take over
everything that government is doing.

Mr. RECTOR. I think it is useful to remember that this country,
contrary to our experience of the last 30 years, has previously, par-
ticularly in the 19th century, actually waged successful wars on
poverty.

One of the legacies of that war is something we all know, it is
called the YMCA. The YMCA was invented as an anti-crime insti-
tution in the 19th century to deal with urban juvenile crime and
it saw as its core mission what we should see as the mission today,
that the problems of poverty in the underclass essentially stem
from moral character, and you must reach in with compassion and
deal with those underlying values, not simply manipulate hydrau-
lics in the welfare system, giving incentives for that, and so forth,
but reach into the inner part of the person.

Now, I agree that the government really cannot do a very good
job at that, but there is an institution that can and it exists in
every single one of our inner cities. Let me just give you one statis-
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tic that I think is one of the most shocking statistics in social
science.

If you take two young men in the inner city today and they are
in all respects identical, they come from the same family, they live
in the same neighborhood, they are both poor, there is only one dif-
ference between those two young men, one of them regularly at-
tends church, the other does not. The young man who regularly at-
tends church is 50 percent less likely to drop out of high school, 50
percent less likely to become involved in drugs, alcohol, and end up
in crime. How can we involve the church in doing what we know
it can do? The best way to do that constitutionally is to provide
vouchers for education and for social services, allow those parents
who wish to to take their young children, save them from the moral
chaos around them in the inner city, take that voucher over to a
religious school, and let that school educate that young person.

The Supreme Court has ruled in two cases, Mueller v. Allen and
Widderswert v. Washigton State that, as long as the parent rather
than the State is making the final choice in the allocation of funds,
there is no establishment prohibition whatsoever, just as there is
no establishment prohibition on an elderly woman taking a Social
Security check, signing it, and putting it directly in a church collec-
tion plate. I think that churches have perhaps the predominant
role in solving the problem that we all want to solve, we just have
to take the shackles off of them and let them step in.

Senator GRASSLEY. Both you and Mr. Tanner have spoken about
welfare benefits to single mothers directly contributing to the rise
in illegitimate births. Just last summer 76 social science research-
ers issued a statement saying exactly the opposite, that welfare
spending does not contribute to higher levels of illegitimacy.

These researchers do not believe that higher welfare benefits
have a significant effect on the likelihood of a woman bearing a
child outside of marriage. On what basis do you make your asser-
tion which is so clearly contradicted by these researchers ?

Mr. RECTOR. If I could make a flip remark that, if you look at
that group, one of them is rumored to have a maiden aunt who
once voted Republican. I mean, it is a very liberal group of schol-
ars; I do not meau to demean their viewpoint because of that.

The fact of the matter is, if I review the literature there are at
least 13 or so studies in the last 10 years, the majority of which
show significant effects. The best study that I am aware of is Dr.
June O'Neill's study, which shows that a 50-percent increase in the
value of monthly welfare benefits, AFDC, and food stamps leads to
a 40-percent increase in the number of out-of-wedlock births. There
are many other studies that show effects on that magnitude.

However, the best immediate evidence we have is what just hap-
pened this year in New Jersey, where New Jersey put on the fam-
;ly cap, the family cap says once you are already on AFDC, if you
have an additional child, you are not going to get an increase in
payment.

Now, that is a minuscule change. It amounts to about 4 percent
of the aggregate value of the total benefits coming to the average
mother in AFDC. But that four percent cap resulted in something
between a 12 to 29 percent reduction in the number of illegitimate



births to mothers on AFDC in New Jersey. I, frankly, was aston-
ished at the level of effect.

It is there, they have a controlled experiment on it where they
had a control group that was not subject to the cap, and the level
of births in the control group and the experimental are clearly dif-
ferent, clearly a significant response to the moral message coming
from the welfare system: do not have an additional child.

Mr. TANNER. If I could just add a couple of things to that. The
first is, even among those who signed that statement, some of them
admit that there is a link, they just say it is a minor link or not
a significant link. They do not deny that there is any link, even
among some of those that signed that statement.

The second is, I think you also have to look at what we are say-
ing when we say there is a link between the availability of welfare
and out-of-wedlock births. We are not saying that women go out
and have babies in order to get welfare. I think that that is a char-
acterization of the statement that is untrue.

What you have is a removal of the normal disincetives that
might otherwise operate. A girl who looks around in her class and
several of her classmates have gotten pregnant, and the world has
not ended for them, the consequences are down the road as far as
what she can see right now. Now they have got a little baby to
love, and it is cute, and all of those things, and they have got a
check coming in, and things have not fallen apart yet.

I think, until they see the consequences of their actions, you end
up with situations, for example, where there was a study in Phila-
delphia where they asked inner city teenagers, would having a
baby be a major crisis in your life, and found 60 percent saying,
no, it would not be a crisis in my life to have a baby at this time.
As long as that is the predominant attitude among poor inner city
teenagers, you are going to have an explosion in illegitimacy. I
think you have got to create a situation in which they say, yes, it
would be a crisis in my life to have a baby.

Senator GRASSLEY. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Moynihan.
Senator MOYNIHAN. Mr. Chairman, I would like to note that Mr.

Rector made the case for the tuition tax credit proposal, which you,
sir, and I advocated in 1978, I guess it was, and almost passed.
And, as in so much, the liberals had a chance and they missed it.

The CHAIRMAN. I was curious if Mr. Rector was saying that this
is now constitutional, and we would have no difficulty with it, as
you cited a couple of cases.

Mr. RECTOR. Yes. That seems to be the tendency in the cases in
the last 7 years or so.

Senator MOYNiRAN. Yes. We had our chance and the liberals
could not see it.

But, sir, I would like to make just a couple of statements. I think
we have heard very important testimony. Speaking as much to the
committee as to our distinguished panel, Mr. Greenstein put it,
that the Family Support Act of 1988, the last major welfare reform
effort, was a bi partisan effort based on the premise that the AFDC
program should be a system that embodies mutual responsibility.

The House Ways and Means Committee proposal would end
what are now the government's obligations under the Family Sup-
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port Act. Now, I think you would be on the liberal side of most
matters, just as Dr. Mead would be on the conservative side. Both
of you are scholars. You are all scholars.

But what Dr. Mead said to us is that the JOBS Program works
about as well as anybody ever said it did. We did not come in here
saying we are promising you a rose garden worldwide. We said we
had some evidence of small, positive results about a problem that
is going to be with us into the next generation at the very least,
but we do get results. You found in Wisconsin extraordinary re-
sults.

I have two personal friends, and in recent months they have both
made statements on this. I think Senator Chafee would be inter-
ested in this. Nathan Glazer gave a lecture, I think it was at
Brown, in which he said about this whole brouhaha of welfare, "Do
we know that much more than we knew in 1988 to warrant new
legislation? I do not think so."

James Q. Wilson, no lefty he, gave the Wreston lecture at the
Manhattan Institute last year. He said, "The debate that has begun
about welfare reform is, in large measure, based on untested as-
sumptions, ideological posturing, and perverse priorities."

So I would like to ask everybody, we have a hugely important de-
cision. Liberal America has no real voice left in this. They opposed
the Family Support Act. They could not do it very publicly. They
do not have standing to speak anymore, they have so disgraced
themselves over these years.

Here is Lawrence Mead. "I oppose proposals to block grant wel-
fare to the States, as the effects would be to disestablish JOBS and
remove the chief pressure to reform now bearing on the States.
While some States would reform on their own, liberal States with
the largest case loads, such as New York and California, probably
would not. Welfare reform, if it is to be serious, must-be led from
Washington." I am sorry about that, gentlemen. I know the Cato
Institute and Heritage will not think that.

Mr. RECTOR. We agree with Dr. Mead. [Laughter.]
Dr. MEAD. Let me enlarge on the implication of that. The real

choice is, do you dismantle Federal policy on the view that it is in-
herently liberal?

Senator MoYNIHAN. The House bill will dismantle the JOBS Pro-
gram.

Dr. MEAD. Not directly. I mean, there are also work provisions
in the House bill which sound quite serious in some ways, so actu-
ally the House bill is schizophrenic. On the one hand, there are in-
creased work requirements. I have some quarreling with the de-
tails, but there is no question they want to enforce work. At the
same time, they are including JOBS in the block grant, which
would deny the mechanism that we need to enforce those require-
ments.

So I think the left hand does not know what the right hand is
doing in this case. The real issue is, and it is actually undecided
in the Republican bill, do you dismantle Federal power or do you
use it for conservative ends? I would do the latter.

I think if Republicans now controlling Congress fail to do that
they are missing a large opportunity, and they are also missing an
opportunity to do what the public wants. The public does not want
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Federal power disestablished, it wants Federal power used to en-
force values that are not themselves contentious, in this case, em-
ployment on welfare.

Mr. GREENSTEIN. Could I add a point that perhaps Dr. Mead
may not be aware of? When you look at the House bill there is a
way it resolves the seeming schizophrenia he just referred to of
having 50-percent participation standards in work and not provid-
ing any funding for it, in fact, it just eliminates the current JOBS
fund and merges it into the block grant.

The way it does that, is that it says that you can meet the par-
ticipation standard by counting towards it reductions in participa-
tion in the program. So, if a State said, we are going to have a 1-
year time limit; at the end of 1-year everybody is out, working or
not, they could meet the participation standard with no work pro-
gram at all. It turns out not really to be a work standard, it turns
out to be a standard that can be met by large-scale elimination of
whole categories of people from the program. That is not really
work.

Can I make one quick point, Mr. Chairman, since you referred
to me as being on the liberal side, and you said liberal America had
opposed the Family Support Act. As you know, and I just want to
be clear, I supported the Family Support Act.

Senator MOYNIHAN. Oh, you did? Oh, yes. I guess that makes you
a neo-liberal, or something.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Chafee.
Senator CHAFEE. Thank you, Mr. Chairman.
What I would like to do is zero in on what we might do about

this problem and, thus, identify the primary cause.
Mr. Rector says, "Illegitimacy is a powerful factor contributing to

almost all other current social problems." Mr. Mead says, "The
growing prevalence of dependency and prolonged dependency is due
to two forces, one of which is unwed pregnancy." Mr. Tanner, who
regrettably did not number his pages, on page one, I believe, talks
about illegitimacy being a big problem. Mr. Greenstein, I am not
sure; I did not track you down on this.

If that is the problem, Mr. Rector was the only one who gave
some solutions of what we might do about it. Is there any test that
is conducted out there or experience that can show what we can do
about this ghastly problem, in my judgment, of illegitimacy?

Yesterday, Senator Moynihan pointed out that in St. Louis, Mis-
souri, the illegitimacy rate is 69 percent of all births in St. Louis.
Now, if that is an average, you can imagine what it is in some sec-
tions of St. Louis. I suppose it must be close to 90 percent, perhaps.

Now, what can we do about this? Is there anybody who can tell
us that something has been tried and worked? I thought Mr. Rector
had some pretty good suggestions, and pointing out that they see
the girl in the class who becomes pregnant and has a little baby,
a lovely little baby she is happy with, and, indeed, along with the
baby comes a check.

Now, something about that is disturbing. What have you got to
say, Dr. Mead? I will get to you later, Mr. Greenstein.

Dr. MEAD. Well, I simply do not see strong evidence that we have
any clear way of stopping it. Bob has said that family cap in New



Jersey apparently has had an effect on unwed pregnancy on wel-
fare; I have not seen a definitive accounting of that.

One interpretation of the numbers he cites that I have heard is
that it may simply be that families having additional children no
longer report them because they no longer get added welfare by
doing so. It does not necessarily mean that they are having fewer
children. So, I do not know what to make of that yet. But if what
he says is true it would contradict all earlier evidence. It simply
is not what we find in research on this question. There has been
extensive research.

Senator CHAFEE. I could not quite hear what you said.
Dr. MEAD. I said, we have not found in previous research that

benefit levels, denials of benefits, have as strong an effect on
unwed pregnancy as he is asserting. I do not think that we have
any reason to think that. The O'Neill study that he mentioned, if
it is the one that I have read, finds, for example, that we do not
find benefit effects for blacks, only for whites, and the effects are
a good bit weaker than he says.

I am not saying that there are no effects for welfare benefits on
unwed pregnancy, but they appear to be marginal. That is, you can
find such an effect

Senator CHAFEE. Exactly. Mr. Rector pointed out some astonish-
ing figures, although I must say the latitude in his figures-I
think you said something between 6.1 percent and 35 percent,
something like that.

Dr. MEAD. Well, I am saying that those figures are not figures
I have seen on paper yet. It could be true. I am only saying that
if it is true it is a complete departure from all previous research
and experience in this matter.

Senator CHAFEE. I would be interested in your answers. The last
I understood in this matter, it takes two to make a baby. I cannot
see that anybody comes down on the father.

Dr. MEAD. We are coming down on the father.
Senator CHAFEE. It is always the mother that is at fault, in the-

ory.
Dr. MEAD. We are also coming down on the father. I mean, child

support requirements-
Senator CHAFEE. Who is coming down on the father?
Dr. MEAD. Child support requirements are being toughened.
Senator CHAFEE. They are off someplace and say they have no

money. Yesterday we had testimony from two States that go after
the father harder than any States in the Nation, and they have 35
percent. They admitted that was a shameful record.

The C:'-M4 A. And the Governor from Wisconsin said interstate
enforcement was almost impossible. It cost them more and they
had given up on it.

Senator CHAFEE. But I cannot believe that these people are going
out of the State, that they are sophisticated enough to romp across
the border.

Mr. TANNER. I think the problem is that you basically have two
distinct populations on welfare. One group goes on welfare either
because of a divorce, which is the largest reason why people go on
welfare, or because they have lost a job, which is actually a very
tiny percentage of the people on welfare.



This group moves on and off and they move off relatively rapidly.
The average time on welfare is less than 2 years. This is a group
that primarily would have ex-husbands or groups out there that
you could go after child support for, but they are not the long-term
problem.

The big problem is the approximately one-third of people who go
on welfare because they have an out-of-wedlock birth. This group
averages almost 10 years on welfare. This is your long-term, hard-
core group. In many cases, the father of this group is also an unem-
ployed teenager who is hanging around on the corner or earning
minimum wage.

There is not a whole lot of money you can get from that person
in order to support a child, even if you could collect all the child
support from that person. The real question has to be on the dis-
incentive to have that child in the first place, not in trying to scrab-
ble up a few dollars afterwards.

Senator MOYNIHAN. Mr. Chairman, may I make one point, quick-
ly?

The CHAIRMAN. Yes.
Senator MOYNIHAN. Just on the research basis on which we built

the Family Support Act, Senator Chafee, this was done by the
Manpower Development Research Corporation. They said, of the
two groups that Mr. Tanner very accurately described, the family
where there is a divorce or desertion, usually a somewhat older
person previously established, takes AFDC as a form of income in-
surance. It is like unemployment insurance; those people go on the
rolls and then they go off. And all the efforts in the world to train
them have little effect.

They do not need it, they just need a job, or a husband, or the
man coming back, or whatever. We said you will concentrate on
that one-third that is in trouble and will stay in trouble; we will
work on the hardest problems. And that is why, in some sense, the
returns have been small, but every one is a life saved. Thank you.

The CHAIRMAN. Senator Graham, and then Senator Pressler.
Senator GRAHAM. Thank you, Mr. Chairman.
I would like to focus on a group that has not been discussed thus

far but which, as I understand, under the House proposal, would
be precluded from any of the benefits that we have discussed. That
is, legal aliens in the United States.

I would like your thoughts as to A) who is this legal alien popu-
lation, and is it in any way significantly different than other per-
sons who benefit by these programs; and B) what is the evil of hav-
ing legal aliens receive these benefits that justifies their being
eliminated; and C) what are the likely consequences of denial of
benefits to this population, such as to the local communities and
to changes in our flow of immigration?

Mr. RECTOR. I would speak to that since I was, in part, respon-
sible for those provisions in the House. The bottom line on this is
pretty simple. Most of the money on non-citizens is going to elderly
people on the SSI and Medicaid program.

There are now about 700,000 elderly non-citizens on SSI. We
have had testimony down in the Ways and Means Committee and
the House on how you can go to southern China, Hong Kong, or



Taiwan and find publications in Chinese on how to come to the
United States and retire on welfare.

Now, let me give you some very shocking statistics. This is the
fastest-growing welfare population, elderly non-citizens on SSI who
have come here to retire on the U.S. welfare system. It is growing
at about 14 percent per annum.

Let me give you some projections. Even assuming that you had
exactly the same number of elderly non-citizens, no growth in this
case load over the next 10 years-which I think is fantastic-the
out year cost of these individuals on welfare would be about $80
billion over the next 10 years.

Senator GRAHAM. Could I ask, under what category is this large
number of people coming to the United States?

Mr. RECTOR. They are coming under something called Condition
5, or something. They are relatives of people who have come to the
United States. So, if someone comes here they may bring grandma,
grandpa, and a great-aunt and great-uncle. And believe me, I un-
derstand, this is a great deal if you happen to be coming from Hong
Kong. I mean, it is a wonderful deal.

Senator GRAHAM. And these are uncapped categories, or an un-
limited number of people can enter the United States?

Mr. RECTOR. As I understand it, the caps are high enough that
we have a huge number of people coming in this way.

The CHAIRMAN. Bob, I wonder if I might ask this. Both Pat and
I would like to see these figures. This is the first time we have
heard this.

Mr. RECTOR. Sure.
The CHAIRMAN. Do you have some studies we can have on this?
Mr. RECTOR. Sure.
But let me go on with the point. If this case load continues to

grow-it has quadrupled in the last 10 years, there are now four
times as many non-citizens on SSI as there were 10 years ago-
at that rate, and there is no reason that I am aware of that it
would not, we are talking about an out year cost over the next 10
years of over $250 billion.

The United States taxpayer simply cannot allow the U.S. welfare
system to become a deluxe retirement home for elderly people from
the Third World. As much as we might sympathize with them, that
is simply something we cannot afford to do with U.S. tax dollars.

Mr. GREENSTEIN. Senator Graham, if I could comment. I think
the situation is considerably more complex than Mr. Rector has
just portrayed it as being. First off, the bill in the House eliminates
benefits for virtually all categories of legal aliens, with a few excep-
tions, not simply those who have relatives that bring them over as
sponsors.

What about those legal aliens who enter this country without
sponsors, such as those who flee persecution and are granted asy-
lum status or parole status? There are a number of categories of
people that we agree legally may be present in the United States.

Some of the immigrants in your State, Cuban refugees, fall into
a category who are not brought over by relatives who can help sup-
port them. Under the House legislation we would cross a major
threshold. Immigrants without sponsors, those whose sponsors
have died, those whose sponsors have become destitute and can no



Longer support them, they will all be eliminated from benefits as
well.

Nor would it simply be elderly people who are eliminated from
benefits. For example, the EEOC committee in the House passed
legislation a week or two ago. I think there were certain categories
of pregnant women who would be denied benefits in the WIC pro-
gram, even though the evidence shows that their children, who
would be U.S. citizens since they would be born here, would then
be more likely to be born at low birth weight and entail Medicaid
costs. So, I think there are some issues that have to be looked at
here.

It may very well make sense to lengthen that period of time dur-
ing which elderly and other legal immigrants who have sponsors
are required to have their sponsor's income counted towards these
program. This would effectively make most of them ineligible and
would generate significant savings.

But the House legislation goes beyond that and covers everyone,
whether they are poor or not, whether their sponsors are alive or
not, whether they have sponsors or not. I think if you take a care-
ful look at it, what is needed is some balance beyond current law,
but nowhere near as far, in my view, as the House bill goes.

Senator GRAHAM. What will be the consequences on the commu-
nities in which these people live if the House proposal were to be
adopted?dr. GREENSTEIN. If I could quickly add, particularly for those

who do not have sponsors and have no place else to turn, the State
and local governments are going to have to pick up the slack to
keep them off the street. The problem is greatest when we talk
about Medicaid, also under the jurisdiction of this committee.

Even for those elderly people who do have sponsors as they age,
if they are permanently ineligible for Medicaid until they become
citizens-and a number of these people, at their advanced age, xe
unlikely to learn English and all the things they need to do to be-
come citizens-there is serious question as to, as they age, how the
health care costs are going to be met, and the likely answer is local
hospitals and substantial cost to State and local government.

You may want to make some distinction in looking at this issue
between things like cash benefits such as SSI and health care cov-
erage. I do think there are substantial cost-shifting implications if
all legal aliens, with a few exceptions-such as those over 75-are
denied government support in terms of any kind of health care cov-
erage.

Senator GRAHAM. I would just state, this sounds to me as if it
is a massive form of an unfunded mandate if the Federal Govern-
ment has an immigration policy, as Mr. Rector states, which facili-
tates this surge of persons into the country and then the Federal
Government denies any responsibility for the financial con-
sequences of that decision and imposes it on the communities in
which these people happen to live.

The CHARMAN. Kathy Tobin, my resident guru on this subject,
confirms what Mr. Rector says. She is not sure of the percent, but
that SSI's fastest-growing component is legal immigrants. We do
have a hearing scheduled on this particular subject.

Senator GRAHAM. Very good.
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The CHAIRMAN. Senator Pressler.
Senator PRESSLER. Thank you very much, Mr. Chairman.
I have been listening with great fascination. I might ask a couple

of questions that apply to my State of South Dakota, if I may, to
get some perspective here of how this would affect my State.

Now, the State of South Dakota received a waiver from the Fed-
eral Government to implement several restrictions on welfare pay-
ments. The program was implemented on January 1, 1995 and
they include: AFDC parents must be engaged in job search or
training activities; after 24 months parents are required to partici-
pate in community service or volunteer, 60 months, if in a training
program; recipients who quit JOBS without good cause will lose
their benefits after 3 months; recipients can receive a one-time
check to tide them over when moving from AFDC to employment;
and teenagers or students are allowed to own a car of up to $2,500
value to encourage work and savings.

Now, first of all, I have to bring up the issue of our Indian res-
ervations. We have one of the poorest counties. South Dakota has
three of the five poorest counties in the Nation. Shannon County,
which contains the Pineridge Indian Reservation, is the poorest
county in the entire Nation. 58 percent of our AFDC recipients are
American Indians. Clef rly, this population has special needs which
require creative and tai geted solutions.

We find on the reservation, where there is unemployment run-
ning at 70 to 80 percent, that ordering people to get a job and these
various requirements do not work so well, or it seems to be a
unique situation. Do any of you have any comments on that?

Mr. RECTOR. I would. If you look at the House bill, and actually
this exact same issue on the Indian reservations came up, I think
it was, in Montana in the Education and Economic Opportunities
Committee. The response to that was that the work standards are
Statewide, so if in an area of the State where it is largely irrele-
vant you can be more lenient in that regard and you can be more
stringent within other regards.

So, basically I think that the conversation so far has said that
we either have to maintain an entitlement system driven from the
Federal Government or we just give the money to the States and
let them go do whatever they want.

I think that there actually is a tertium quid there, that you can
block grant a lot of these funds, providing much, much greater
flexibility, so that you do not need all of those waivers and every-
thing, you can just do all that stuff without asking some bureau-
crat at HHS.

But you have a control in the growth of spending because it is
no longer an entitlement, and then you say certain very simple
things. You have got to have a certain percentage of people either
off the roll through employment or you have to have them working
and you have to do certain things about illegitimacy. You do not
need 1,000 pages of regulation. Most of the regulations on the
means tested programs come in with a couple of strong principles.

Mr. GREENSTEIN. Mr. Pressler.
Senator PRESSLER. Yes.
Mr. GREENSTEIN. Could I add, certainly South Dakota and other

States should have more flexibility. I would think they should not



need to go through a cumbersome waiver process to do a lot of the
things they did. But the law can be changed to give the State of
South Dakota and other States flexibility in the kind of areas you
have mentioned so they could go ahead and make those changes
without having to get a waiver, without going to a block grant,
without eliminating the entitlement funding status.

If you take tile House bill, had it been enacted a few years ago
so that it took effect in 1990 instead of the Family Support Act, in
1993 South Dakota would have lost 16 percent, nearly one of every
six, Federal AFDC dollars it received had that bill been put in
place.

So, there are some very serious fiscal consequences fiscally to the
block granting approach. One can give South Dakota the authority
to do those things without going through a waiver process, without
going to the block grant approach.

I would also add that your example raises one other point. That
is, should there be a Federal requirement that after a specified
number of years people are cut off, even if th=y are willing to work
but they cannot find jobs?

If on the Indian reservations there was rule that said, at the end
of 2 years, 4 years, 5 years, whatever it be, that people who have
been in a workfare slot for 3 years and are willing to meet every
work requirement and engage in workfare but cannot find a job in
the private sector are cut off, that would cause very serious prob-
lems and the State and local governments would have to put up
money to fill the gap, most likely.

Dr. MEAD. Let me just make one comment. That is, according to
my numbers, South Dakota had a very small increase in welfare
compared to the rest of the country in the period that I analyzed,
from 1989 to 1993-it looks like well under 10 percent. The prob-
ability is that part of the answer is the JOBS Program.

So, JOBS may not be working on the reservations but it likely
is working around the State as a whole. It may be hard to find
JOBS in certain localities but, overall, Indians, I think, respond to
a job placement program like other groups.

Senator PRESSLER. Let me continue. I mentioned we all agree on
the need for increased State flexibility. That seems to be the fash-
ion in Washington these days, such as the South Dakota successful
waiver program to increase self-sufficiency. However, are there any
Federal strengths which should be attached to block grant or enti-
tlement funds? I know you covered that a little bit, but can anyone
comment on that?

Dr. MEAD. I am sorry, Senator. I was not entirely listening. If
you could repeat your question.

Senator PRESSLER. All right.
Again, my own State has a waiver program to increase self-suffi-

ciency.
Dr. MEAD. Yes.
Senator PRESSLER. Are there Federal strings which should be at-

tached to block grant or entitlement funds?
Dr. MEAD. Well, the view that I expressed before is that there

should be performance standards in certain areas. The Federal
Government ought to have an interest in implementing serious
work requirements, child support, quality control. These are areas



we should have some standards about because they express Fed-
eral priorities. This does not tell a State how to nin their program.

I think the extent of Federal control over welfare administration
and policy is vastly exaggerated in the current rhetoric. Not only
the benefit level, but many other dimensions of welfare and also
Medicaid eligibility are within the hands of the States. So, this is
already a very, very heavily devolved program.

Senator PRESSLER. All right. Could I squeeze in one more quick
question, Mr. Chairman, and then I will stop.

The CHAIRMAN. Go ahead.
Senator PRESSLER. In recent years some Indian gaming facilities

have been great success, not only in my State, but in New York
and other States.

Senator CHAFEE. Connecticut.
Senator PRESSLER. Connecticut. Tribes have been so successful

that they are able to share gaming revenues directly with members
of the tribe. Currently, per capita casino payments are not counted
by most States in determining eligibility for AFDC.

How should reform deal with the issue of Indian gaming and
welfare payments; how do you feel these casino payments should
be treated in determining eligibility for welfare benefits?

Mr. RECTOR. Under a block grant system, Senator, one of the
major things about a block grant is that the State determines the
eligibility. Part of the reason that if you want to give State that
level of flexibility so they could count whatever they wanted to or
disregard whatever they wanted to, but you cannot give them that
type of flexibility under an entitlement system because then they
can just broaden the eligibility standards and you pick up the tab.
That is why, if you want to give States flexibility, you have to end
the entitlement nature of the programs.

Mr. GREENSTEIN. Let me please disagree with Mr. Rector on
that. Let us recall that States do pay 50 percent of the AFDC bene-
fit in many States and significant percentages in all States. If
States could be as liberal as possible because there was a Federal
match, it would be hard to explain why.the AFDC benefit in the
median State has fallen more than 45 percent in real terms since
1970.

I would also note, Mr. Pressler, in regard to your earlier ques-
tion, that while all of us favor State flexibility most of us at this
panel probably do favor some basic Federal standards.

Senator Chafee asked important questions about child support.
Surely there should be some minimum standards involving State
participation in paternity establishment and child support. We
need to move towards national registries and ways to do a much
better job of establishing paternity and tracking these fathers
across State lines and collecting money from them. And, if it is vol-
untary on States whether to participate or not in that, we would
not get as far as we need to get. So that would be an example
where we clearly need some Federal standards.

Mr. TANNER. If I could just offer a note of dissent on this, how-
ever. I think we have to be very careful that we do not say that
now the conservatives are in power they can write a conservative
welfare reform bill in Washington that will work in every State;
liberal welfare reform bills did not work in every State, but now



conservatives will, and that we impose a host of conservative man-
dates on the States in lieu of liberal mandates.

I , .particularly concerned, as I say, I am not necessarily an un-
abashed fan of workfare programs, and I do believe that outside of
certain targeted populations, such as the AFDC UP population and
others, that they have not been particularly successful.

I think that for Washington to try to design a workfare program
for every State and say you should have 28 hours of work plus 4.5
hours of job search and try to somehow micromanage the welfare
program in Utah and say it is the same as the welfare program in
New York would continue the folly that we have had in recent
years where the Federal Government thinks it knows everything
and just sort of change from a liberal CETA to a conservative
CETA, and we do not need to establish that sort of Federal pro-
gram.

Dr. MEAD. Senator Pressler, I would just like to respond on that
point. I am not advocating workfare in the narrow sense of govern-
ment jobs. In fact, I think government jobs play a very minor role
in welfare employment programs. I am advocating job search in the
private sector which does not involve huge expense, it involves sav-
ing money for government. I am also not advocating
micromanaging the programs.

I think what we have to do is have the same kind of incentives
we have in the Family Support Act now, somewhat more demand-
ing, somewhat different in certain ways, to leave the States free to
decide how best to design their programs, provided they are moving
towards serious work requirements.

That is all we need to be concerned about. We do not have to tell
them precisely the service mix, and so on, and so on. We want to
demand participation, we want to demand actual employment.
After that we can let them do it the way they want.

Senator PRESSLER. Thank you, Mr. Chairman.
The CHAImVAN. Senator Moseley-Braun.

OPENING STATEMENT OF HON. CAROL MOSELEY-BRAUN, A
U.S. SENATOR FROM ILLINOIS

Senator MOSELEY-BRAuN. Thank you, Mr. Chairman. I want to
thank this panel, particularly Mr. Greenstein. We served together
on the bipartisan Commission on Entitlements and Tax Reform,
and he made a tremendous contribution to that commission and
sees this issue, I think, in the context of our budget issues overall.

I think all of us are interested in trying to come up with ap-
proaches to reform welfare because it does not work for anybody,
but at the same time I really have a serious problem with the no-
tion that has been expressed, frankly, in some of the testimony this
morning that essentially blames poor people for being poor and
makes it their fault.

I am particularly concerned, and I would like to respond to Mr.
Rector's statement when he talked about the "moral chaos" in the
inner city. I daresay, if anything exists in the inner city it is
churches, and that the percentage of church membership and
church attendance in the inner city is as large per capita as in any
other segment of our community.



Indeed, if anything, Mr. Rector, the problem in the inner city is
not lack of churches, it is a lack of jobs. I think we have to really
kind of not put it on the inner city residents that somehow or an-
other there is some moral decay that is unique to the inner city
that does not exist in the rest of our society.

I want to talk about that, that the increase in the cost of welfare
is not an increase in the amount of payment to people, but an in-
crease in the number of people. Right now there are some 39.3 mil-
lion Americans living in poverty. That number has risen by 7.5 mil-
lion people since 1981, so we are looking at this program exploding,
in large part, because we have more poor people.

Also, the costs are exploding because of the medical costs. The
statistics tell us that in my State of Illinois we appropriated some
$7.5 billion for public aid in fiscal 1985, but 76 percent of that was
in medical costs.

The payment for welfare in terms of cash assistance is for a fam-
ily of two. Right now in Illinois it is $12.50 a day per person. So
we are talking about the value, the actual cash payment, going
down in terms of cash grants even though we see these explosions
in cost.

So I just think it is important to not get off track in terms of
what is actually going on here and by lumping all these things to-
gether make sweeping generalization that has the effect of really
disparaging groups of people for circumstances that are not really
their fault.

My question has to do with the jobs issue, because I think that
is so important and the investment in jobs and how we go about
creating them. We have a section in Chicago that is one of the
highest poverty rates in the country, and when I did a review of
the Census tracts involved in that area, what I discovered was that
there was 1 percent private employment in these high welfare con-
centration Census tracts. Clearly, with 1 percent private employ-
ment you have got a real disconnect and a real problem.

Yesterday we heard testimony from the Governors saying that
the JOBS Program was a way to transition people from welfare to
work.

Certainly that would be what everybody, I think, wants to get to.
Yet, in Mr. Tanner's testimony and others there has been a rec-
ognition that there are barriers to economic growth and barriers to
jobs, to job creation as well as job preparedness.

With regard to job preparedness in Wisconsin, they were talking
about the two-county initiative to get people ready for work, for job
preparedness, but it cost more money to do that. We could not get
a number yesterday in terms of how much more it costs per capita
to train people for work and to put them into work, but I guess
those numbers will be forthcoming.

The House has cut some $35 billion from the initiative on the
Federal level, so how do you train people for work, (A) for jobs that
are not there, (B) with no money to do so? That is question number
one.

And question number two relates to the Federal role. How do we
accomplish this hat trick of transitioning people from welfare to
work and not put any investment in training them for jobs or by



creating jobs, in the first instance and secondly cutting $35 billion
as the House has done from current funding.

And the second question is, how can we entice-I do not knxow
of a better word-the private sector to engage in this effort to re-
form welfare?

The government cannot do all of this by itself. There has gut to
be some private sector involvement to create jobs in these commu-
nities where they do not exist, to help train people to go into these
jobs. That will, I think, help to overcome a lot of social dislocations,
welfare being just one of them.

Mr. RECTOR. First of all, it is not true that the growth of welfare
spending is a result of the growth in population or purely as a re-
sult of the growth in medical spending. I believe the per capita
cash, food, and housing expenditures in constant dollars since the
War on Poverty began has gone up five- or six-fold.

It is also not true that welfare benefits have declined. There is
no single individual in the entire United States who receives AFDC
alone. There is no such person. It is a mythical person. We love to
debate that person; they do not exist. They get AFDC, most of
them get food stamps, they get Medicaid. A substantial percentage,
from 25 to 30 percent, get housing and so forth.

When you combine all of the benefits together and average them
out, there has not been a decline in benefits. In fact, it is quite pos-
sible in many States it has gone in the other direction.

As to providing people with training, I think that that is one of
the great will o' the wisps of the welfare state. We have spent $215
billion since 1965 on Federal job training programs. You can buy
the entire electronics industry and chemical industry of the United
States for that amount of money.

During that time there have not been more than a half a dozen
scientific, controlled evaluations of those training programs which,
in itself, sounds almost like criminal culpability. Whenever you do
a controlled evaluation of those studies you get results similar to
the one I am just going to give right now.

The Labor Department just finished a massive tome on the Job
Training Partnership Act, evaluated by controlled, scientific experi-
ment where you had a control and experimental group, et cetera,
the goal in training is to raise someone's hourly wage rate, that the
JTPA succeeded in raising the hourly wage rate of male trainees
by zero and of female trainees by 3.4 percent, about $100 a year.

Training is not the answer to this, it is, in fact, a gross illusion.
What we have to have is reform that reduces the number of out-
of-wedlock births in the first place, that works toward marriage,
and also toward the more employable individuals, simply get them
in the job market, do not waste an enormous amount of time and
expenditure on training programs that do not work.

Work requirements on that population, as Wisconsin has shown,
can in many cases push them very quickly into the best training
which exists, which happens to be a real job.

Senator MOSELEY-BRAUN. But, Mr. Rector, if people are married
and there are no jobs and they are unemployed they are still going
to be poor, they are still going to need welfare. That begs the ques-
tion, it seems to me.
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Mr. RECTOR. I think you have to back up and ask what your fun-
damental goal is. The fundamental goal of welfare reform is not to
accept a 33 and going on 50 percent out-of-wedlock birthrate.

Senator MOSELEY-BRAuN. Well, we agree on that.
Mr. RECTOR. All right. Well, then back up. Basically you are let-

ting the egg be thrown off the top of a building and then are trying
to glue it back together again. The bottom line is, it is going to be
extraordinary difficult for a 19-year-old girl who is a high school
drop-out who has one or two children out of wedlock to be "self-suf-
ficient." Who is kidding whom here?

So, at least part of reform has to be to back up and try to ask
the question, how do we prevent someone from falling into that sit-
uation of dependency in the first place?

First of all, I do not think that the child gets significant gains.
He gets some gains by having a mother employed, but what that
child really needs is a mother and a father, particularly if it is a
young boy, as Senator Moynihan has pointed out so many times.

So, let us back up and not try to pretend that the solution here
is training and putting a lot of people in the labor force, it has got
to be marriage and reducing out-of-wedlock births.

Mr. TANNER. If I could just address the second half of your ques-
tion, Senator. While I agree with Mr. Rector on the problein, that
in addition to not raising wages the Job Training Partnership Act
actually was starting to make people less employable after they
completed it because it kept them out of the work force longer
without giving them any new skills, and the host of government job
training programs has been a pretty dismal failure, and the illegit-
imacy problem has to be addressed, all that said, we really do need
to look at what we are doing as far as creating jobs, particularly
in the-inner city. I really believe, if we are going to kick people off
of welfare-and I am a believer in ultimately ending welfare pro-
grams-you have got to create jobs for them to go to.

There is a limit, I think, on what the Federal Government can
do. I think the Federal Government needs to look at its tax and
regulatory policies. I think a starting point of abolishing capital
gains tax on inner city investment might be a starting point. I
think you need to look at regulatory regimes that have, many of
them, an explicitly racist history.

For example, the Davis-Bacon Act. When it was introduced, Sen-
ator Allgood, who introduced it, said that the purpose of th bill
was to prevent cheap colored labor from competing with unionized
labor and to prevent small contractors in the inner city from start-
ing businesses.

Then I think a lot of it is going to have to be at the State and
local level, again, eliminating licensing and regulatory barriers. I
am reminded of the fact that J.W. Marriott started off pushing a
hot dog cart in Washington, DC, and today, if he wanted to start
that same business and start pushing a hot dog cart he would have
to have a $150 license, a $1,500 tax bond, and his cart would have
to meet government design specifications set by the city council.
There is only one manufacturer that makes carts that meet that
specification, who just happens to be a major contributor to city
council. That cart costs $8,500.



So, he would have to have almost $10,000 before he could go out
and sell hot dogs on the streets of Washington, DC today. Then we
wonder why poor people do not go out and start more businesses
on their own. I think we have to have sustained effort at every
level of government, federal, State and local, to root out these bar-
riers to entrepreneurship and we need to allow people to get and
start jobs on their own.

Mr. GREENSTEIN. Senator, we are not primarily talking, for this
population, about the Job Training Partnership Act which we could
all agree is in need of reform. We have over four million parents
on the AFDC program and easing barriers for them to become
street vendors is not going to address problems of a substantial
number of them. Without getting int- a debate on capital gains, I
think the notion that eliminating capital gains in the inner city
will create a vast upsurge of jobs is based more on ideology than
hard economic evidence.

If we do look at the evidence we have, assembled by organiza-
tions such as the Manpower Demonstration Research Corporation,
the premiere non-partisan, non-ideological evaluator of this area,
we do have programs established under the Family Support Act of
1988 like that in Riverside, California, which marry pushing people
quickly into jobs where they can do it, emphasizing getting them
into the work force with some education, remedial education for
that group that needs it, that are producing significant results and
are increasing employment and earnings rates among this popu-
lation.

Judy Gueron, who is the president of MDRC, has been repeatedly
saying in recent months that you cannot get there from here if
there are not the up front investments in these programs, invest-
ments of the sort that the House bill does not provide.

Also, I suspect that if there is not child care funding available
to go with it- not that every one of these parents needs child
care, but if you say to a young mother out there that she is to go
into a work program or her benefits are cut off, but that means
leaving a 2-year-old home alone, the States will not impose that re-
quirement. They are not going to leave the 2-year-old home alone.

So, we are going to have to have some funding for work type pro-
grams and child care or we are not going to make this mutual re-
sponsibility where we tell people to go out and work as a condition
of etting benefits. It is not going to become a reality.

One final point. If you look at AFDC and food stamps together,
because the large majority of people on AFDC do not get housing
assistance, AFDC and food stamps together in the median State
are back to the level of AFDC alone in 1960 before the food stamp
program was created.

Senator MOSELEY-BRAUN. Thank you.
Dr. MEAD. Let me just respond to your questions. I am the most

jobs-oriented person here; I feel I have to answer.
First of all, the main problem in Chicago is certainly not lack of

jobs. Perhaps in the neighborhoods where you are talking about
there is not a lot of employment, but in the city as a whole there
is.

We do not have evidence that lack of jobs, per se, is our major
difficulty, nor is it the kind of regulatory barriers that Mr. Tanner
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is talking about, nor is it that the JOBS Program has no effect be-
cause, as Bob has just pointed out, it does have more favorable
evaluations by far than JTPA, nor is it-and here I would differ
with Bob-that we are not investing in child care and training, be-
cause we fixed that training, per se, does not have a whole lot of
effect on the problem.

Child care is a vastly overestimated problem. Child care is, in
fact, not a serious difficulty in most JOBS Programs, and there is
no reason to think it is going to be. I think the problem is adminis-
trative.

The main reason why Wisconsin had a 3-percent drop in the rolls
in recent years and Illinois had a 9-percent increase is that they
are putting people to work in the JOBS Program in Wisconsin the
way they are not doing it in Illinois, and that is an administrative
problem.

In Kenosha, right above the border, they have a program where
more than a third of the recipients are already working while they
are still on welfare, and very high placement rates. It is probably
the best JOBS Program in the country.

Meanwhile, in other big city programs-and I am pretty sure this
is the way it is in Chicago-you have a much lower level of admin-
istrative efficiency. They are not nearly as good at monitoring cli-
ents, having them actually go out and look for work. It is the lack
of follow-up and supervision of the clients that makes the dif-
ference. That is the thing that you have to move towards.

It is not primarily an investment in services or government jobs,
or training, or child care, it is oversight of the clients. It is an ad-
ministrative problem, and that is the thing we should focus on.

The main reason I want Federal standards to be maintained in
the JOBS Program is that that is the thing that forces the big city
programs to get serious about employment.

The CHAIRMAN. Senator Bradley.
Senator BRADLEY. Thank you very much, Mr. Chairman.
In the welfare reform debate, the focus is always on the welfare

program, and how it works, and whether it works, and how it can
be complemented in terms of JOBS programs, parents programs,
whether we provide a set of incentives for people who get married,
whether we give them more incentives, that they can earn more if
they work before they lose their welfare, and whether we have set
up some penalties such as when you lose welfare for an additional
child.

But is there not another poverty program that has actually been
more successful. The Earned Income Tax Credit? I wonder if Mr.
Greenstein could share with us his view as to what role this has
played and what role you see it playing in the future, and do you
think it is a part of any overall welfare reform package? If so, why,
and if not, why?

Mr. GREENSTEIN. Senator, I think the Earned Income Credit is
integral to everything we are talking about here today, and it has
been something that this committee and Ways and Means, on a bi-
partisan basis, have expanded in-recent years.

Over the last 15-20 years there has been a significant erosion in
wage levels paid for low-skilled jobs, and that has had the effect,



by itself, of making work less rewarding, lessening gaps between
remuneration from work and welfare.

The Earned Income Credit is a supplement to wages. It does not
go to people who do not work and does not go to absent parents
who are not living with their children. It has significantly helped
and will help more as the 1993 expansions are implemented, in re-
warding work, making the difference between work and welfare
significantly greater, much greater than it would be without the
credit.

Just in the past week I read a study that attempts to look at evi-
dence of the work incentive effects of the credit. Its conclusions are
that the credit is, indeed, increasing work effort among the very
people we want to increase it, among that very low-income parent
population.

When a welfare mother goes to work or gets married to a young
man who has low earnings, she generally loses most or all of her
welfare, and she may lose Medicaid.

What she gains when she goes to work or marries a man who
is working is an Earned Income Credit that can be a couple of
thousand dollars, and that helps offset that penalty of loss of cash
benefits and a loss of health care.

So, I think, in fact, the expansion of the Earned Income Credit
is a building block that enables you, enables us as a society, to be
tougher about work requirements, to move the welfare system more
to a work system, and it is really a key part of this.

One quick point. I gather that Senator Nickles, was it yesterday,
made a comment about the growth in cost of the Earned Income
Credit, and raised the question, is this going to be like Medicaid?
The answer is, Senator Nickles can be reassured.

The Earned Income Credit is growing in cost now because Con-
gress specifically expanded it in 1990 and 1993, and the CBO pro-
jections show that once those expansions are fully phased in by fis-
cal year 1997 the growth, other than for inflation, will essentially
stop.

Dr. MEAD. I want to add a couple of cautions. There is some con-
cern among researchers that, although the Earned Income Credit
does increase incentives to work for people who are not now work-
ing, it also reduces incentives for people who are working at low
wages.

Mr. GREENSTEIN. This new study finds that is not actually occur-
ring.

Dr. MEAD. All right. That is the first I have heard.
Mr. GREENSTEIN. It is not actually occurring.
Dr. MEAD. If so, it is very hopeful. But there is another concern

that I have also heard raised, and I cannot report on this directly,
and that is that there may be significant levels of fraud in the pro-
gram, that it is not, in fact, the case that many of those claiming
the credit are actually working. So, that is a concern.

Finally, and this is the most important limitation on the EITC
as a strategy, it does assume that you are already employed. The
major difficulty we have in welfare and also among poor people off
welfare is that they are simply not in the labor force, they are not
even looking for work, or they are working very erratically.
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The EITC does not do anything, or not much, to increase actual
entry into the labor force, and that is where the administrative
suasions of JOBS appear to be absolutely indispensable.

Mr. RECTOR. If I could add one point, to go back to my theme,
which is not so much work but illegitimacy, and marriage, and hav-
ing two parents, I would take the Earned Income Tax Credit one
step further.

We have, in Senator Faircloth's bill, for the first time in Federal
history, a bill that would create a partially-refundable credit that
would be available only to low-income parents who are married and
have one parent working. The whole welfare system has tremen-
dous disincentives to marriage. It really penalizes people for get-
ting married.

Senator BRADLEY. Right.
Mr. RECTOR. We ought to look at going one step in the other di-

rection, using the Earned Income Tax Credit and creating an add-
on on top of it that would be available only if you were married.

Senator BRADLEY. On that point, would you support what we
have done in New Jersey, which is to raise the amount of income
that a married couple can have before the loss of welfare? Now the
welfare system is biased against marriage. What we have said in
New Jersey is, if you get married your combined income can be up
to, I think, $21,000 before you would lose welfare, as opposed to
$14,000 or $15,000.

Mr. RECTOR. I have followed that legislation very closely for
many years. I think the intent of that legislation was quite good;
I think it is very poorly designed. One of the principals in that is
that you can get that credit but only if the mother does not marry
the natural father of the child. I mean, it is just like, what? That
makes no sense at all.

The reason they did that is if you allowed the mother to marry
the natural father than everybody would say, let me get this
straight, if you go ahead and have the baby and then we get mar-
ried you can get on AFDC for a couple of months and then we can
get this permanent add-on to our income?

You cannot do this pro-marriage thing in the context of an exten-
sion of AFDC. You do not want people to have children out of wed-
lock, get on AFDC, and then reward them for marrying and getting
off. You have contradictory incentives there, and it does not work.

So, in precisely looking at that plan I said, gee, this really does
not work, particularly you do not want her to marry the natural
father of the child? That is terrible. So, we specifically designed
this EITC marriage credit to try to do the same thing without hav-
ing those perverse consequences. We do not require someone to get
on AFDC and have a child out of wedlock and then reward them
for marrying, we say all low-income married couples get this credit.

The CHAIRMAN. Senator Conrad.
Senator CONRAD. Mr. Chairman, have others had their turn?
The CHAIRMAN. Yes.
Senator CONRAD. Let me ask the witnesses, the notion of block

granting is one that I find troubling as a matter of principle, and
a principle that strikes me as important is divorcing the respon-
sibility for the raising of money and the responsibility for spending
the money.
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My experience in life is, when you separate those two you get un-
intended consequences. I say that because I have found in many
cases where Federal money is involved, people view it differently
at the State level than money that they have had to go to the tax-
payers to raise.

I just ask you, with respect to that principle, is it not better to
keep the responsibility for raising money and the authority for
spending it in the same hands, whether at the State level or the
Federal level?

Mr. TANNER. I would agree with you, Senator. In my testimony
I said that I believed that the long-range goals should be to turn
back both the responsibility for the funding, as well as the control
for welfare programs, to the State.

I do not believe the Federal Government has done a very good
job of designing it. I do not believe it knows how to design a wel-
fare program that works. I would like to see the States experiment
and try and see if they can develop one that works, but the funding
goes with it.

The whole concept of block grants strikes me as being a little bit
strange. It sort of says, we will take the money, we will send it to
Washington, let Washington take a cut, and then we will give a
partial portion of it back to the States, usually with a lot of strings.
That, to me, does not seem to make a great deal of sense.

It would be far more logical to simply say, the Federal Govern-
ment is going to end the funding and turn back a certain portion
of tax sources or whatever to the States to allow them to have the
financing to be able to take over the program entirely. I do not be-
lieve that that is going to happen, however. And, given that, prob-
ably a block grant with as few strings as possible is probably the
next best alternative.

Senator CONRAD. Mr. Rector.
Mr. RECTOR. I think that you summarized the situation quite elo-

quently. Revenue sharing is not federalism and I think that a lot
of conservatives have gotten confused about that issue. I think that
federalism means the States raise the money and the States spend
it.

On the other hand, I would think that there is a distinction, that
if you raise the money here you ought to insist on certain very
basic, fundamental principles and guidelines of what it is you are
trying to do, but you do not need to have the horrendous array of
micromanagement that currently exists.

You at the Senate run a program called the Child Care Food Pro-
gram. You may not have even heard of that one; there are so many,
nobody could possibly keep track of them. Well, the Child Care
Food Program has regulations that actually lay out Federal model
recipes for muffins, which I assume conflict with the State model
muffin recipes.

Senator CONRAD. I will tell you, it is a very good recipe.
Mr. GREENSTEIN. It is only a model. No one is required to follow

it, let the record be clear.
Mr. RECTOR. You do not need all of that stuff. You should con-

solidate these programs. You do not need to be running 15 nutri-
tion programs, over a dozen housing programs.
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Consolidate them, but then .insist on the things that you really
care about. What do we really care about in this issue?I would ven-
ture it is marriage and illegitimacy, and work, not dependents.
Stick on those things and let the rest of it go.

Senator CONRAD. Mr. Greenstein?
Mr. GREENSTEIN. I think you raise a fundamental issue on fed-

eralism, and I think you state it correctly. What strikes me is how
far in the current debate we have strayed from what for years had
been many of the established, centrist views on federalism. I think
of the bipartisan commission chaired by former Senator Dan
Evans, and then Governor, now Senator, Chuck Robb, the Commit-
tee on Federalism and the National Purpose. It included people
from the Reagan Administration. Senator Durenberger was one of
the most active members.

In its report of 1985, which many liberals attacked-and another
one of my apostasies, I thought made sense-it suggested that
there were many areas of Federal Government that ought to be
turned over to the States, devolved to them with the revenues to
go with it.

But the income maintenance and health care for poor people
were not among those, that those did not work when you devolved
them because there are different poverty rates among States, there
are greatly differing levels of fiscal capacity among States.

And if you ignore that you will get even greater disparities
among States than we have now, to the point that you do have
risks of movement to the States with the higher levels of benefit.
Also, you need that Federal role in recessions to be able to cushion
the blow and provide the Federal resources when poverty rises in
particular States or regions when their economies go into recession.

So, I think the answer is to maintain that Federal fiscal struc-
ture, reduce the much too high degree of Federal regulation and re-
quirement that we have now, but maintain the key Federal stand-
ards where we need them, such as, as Larry Mead said, States
have got to be able to do certain things in the work area. You
should not say, no work requirements at all is acceptable.

We need major State performance and cooperation across State
lines in child support establishment and paternity. I think one can
lay out the basic principles and standards and give States a lot of
flexibility within them, and then maintain that Federal fiscal struc-
ture.

Senator CONRAD. My time has expired. We did not give Dr. Mead
a chance.

Dr. MEAD. I will pass on this.
Senator CONRAD. All right. I thank the Chair.
The CHAIRMAN. Mr. Rector, let me ask you a question. It is on

correlation, and I remember something Senator Moynihan said last
year, and I cannot remember if it was on education or health care,
but whatever we were studying, Minnesota, Wisconsin, and North
Dakota were best and Mississippi, Alabama, and Texas were worst.
Pat concluded that the correlation was, they were close to Canada
and that the solution was to move more States close to Canada.

Senator MoyNIHAN. I proved it. [Laughter.]



The CHAIRMAN. I was intrigued by your statement that two kids,
one goes to church, one does not, the first is 50 percent more likely
to graduate from high school. Is that because he goes to church?

Mr. RECTOR. It would seem to be that it is a reflection, probably,
of the values within the home that are coming out. On the other
hand, let us say the child does not have those values in the home.
You certainly could not do that child any harm if his parents said,
gosh, kids are dying in this public school down here, they are
shooting each other. Here is a school that is affiliated with a
church in the same neighborhood; I am going to make an attempt
to save my son and put him in this school. You certainly are not
going to do him any harm. I think that most of the evidence is you
do him a considerable amount of good. I would just like to give that
parent that choice. I would like to give the parent the choice and
the option. I had an experience, if I can go into this briefly, right
after the Los Angeles riots. I had a group of black ministers come
in to me and they wanted me to go to then Secretary Kemp to get
some funds because they wanted to set up a tire recycling plant in
Watts.

I said, Reverends, I frankly do not know too much about your ca-
pacity to run a tire recycling plant, but I probably think it is not
really great. On the other hand, I have a-considerable degree of
confidence in your ability to do your first and foremost duty, which
is to shape the hearts and minds of young children.

And then I laid out this voucher option to them. If your parish-
ioners had the amount of money that is being spent in the public
schools in Los Angeles-about $9,000 per capita-if they had a
voucher that they could take to any school they wanted, including
a religious school, how many of you, Reverends, would open up a
school as an affiliate of your church? And of course, the whole room
would do it.

I just say, this is a desperately serious problem. Let us not fore-
close that option, let us at least experiment with it and let us push
it with a model program from the Federal Government to give
those parents that opportunity.

The CHAIRMAN. One of the things Pat and I were stunned about
when we had our hearings on tuition tax credits over 15 years ago
was how many relatively poor people in the inner city would scrape
together to send their kids to, usually a Catholic school in the inner
city even though they were not Catholics, for the very reason that
you are talking about.

Mr. RECTOR. Exactly.
Mr. TANNER. Senator, when I was with the Georgia Public Policy

Foundation in Atlanta, we raised the money to or a program, a
little over $1 million, and we offered to pay half the tuition of any
poor parent. We used the School Lunch Program for eligibility; if
they were eligible for 100 percent of the School Lunch Program, we
said we would pay half the tuition to any private or parochial
school for those parents.

We had 7,000 applications in the first week. We had women on
welfare who walked five miles out to our office in order to enroll
their children because they said, five people were killed last year
in my high school where my son goes to school, I have to get him
out of there, and I will do anything it takes.



We only offered to pay half the tuition because we said they have
to contribute, whether it was to go and paint the school rooms,
whatever, they had to work out some way with the school that they
had to contribute themselves. As I say, in a week we had 7,000 ap-
plications. There is no shortage of parents who want to do this.

Mr. GREENSTEIN. Mr. Chairman.
The CHAIRMAN. Yes.
Mr. GREENSTEIN. Could I just add a comment on your point

about, we need to be very careful in this difficult welfare area in
separating correlations and causation. I just wanted to note, in Mr.
Rector's testimony he noted that the poverty rate fell more in the
1950's and 1960's than in the period after that when a number of
these programs were in place. This has been very well studied.

In the 1950's and 1960's we had rapidly rising wage rates at the
bottom of the income scale, as well as in the middle. We had a rap-
idly growing economy and rapidly rising rates of productivity. Since
1973, we have had much lower rates of productivity, wages have
eroded at the middle and bottom of the wage scale, median income
has been relatively flat.

The CHAIRMAN. But I am intrigued by something that Dr. Mead
said, and this is that the problem for poor adults is low working
hours, not low wages.

Mr. GREENSTEIN. Well, it is both. It is both.
Dr. MEAD. What Bob says is correct, but today only 40 percent

of poor adults are even employed, so it is hard to say low wages
is their problem.

Mr. GREENSTEIN. Well, no. I think it is clearly both, Larry. If you
look at the poverty data, the poverty rate for families with a work-
er, including families with a full-time worker, is significantly high-
er than it was in the late 1970's. They are both problems.

The only point I am trying to make, Mr. Chairman, is that if wel-
fare programs were the reason for these trends, since we know that
poverty rates pretty closely track-not entirely, but closely-trends
in median income, one would have to say that expenditures for
means tested programs were the principle cause for the productiv-
ity slow-down and the relative flattening in median income, and
nobody really accepts that.

You would also have to take into account that most of that in-
crease in spending on these programs since the 1970's have been
in programs like Medicaid, food stamps, housing. These are in-kind
programs which are not counted in determining the official poverty
rate. You cannot say anything about whether that spending has
succeeded or failed if you compare it to a poverty rate that does not
count the benefits.

The CHAIRMAN. Dr. Mead, let me ask you a quick question.
Should we raise the minimum wage?

Dr. MEAD. I do not think it makes a lot of difference. It is, again,
something that helps people who are already working and people
who are already working are not our main problem. Today, the
vast majority of people are working-

The CHAIRMAN. Are you saying that for those who are already
working, low wages is not their main problem, having a job at all
is their problem?
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Dr. MEAD. Correct. But if you are working, then low wages be-
comes the problem. But people who are working at the minimum
wage, something like 80 percent, are not poor because they are in
families where there are other workers.

So, the minimum wage is a very, very minor contributor to the
poverty problem. That is, indeed, the genesis of the EITC because
the EITC is better targeted on workers who are poor. That is why
most experts prefer to emphasize EITC. I am not saying it is unim-
portant, but it is primarily a labor issue, not a welfare and poverty
issue.

Mr. GREENSTEIN. We have a conundrum here. Most people who
get the minimum wage are not poor. However, most poor workers,
half of them or so, make wages at or near the minimum wage. So,
if we were to raise the minimum wage, the majority of people af-
fected would not poor, but it would have a significant effect on
those who are working poor.

The CHAIRMAN. Senator Moynihan.
Senator MOYNIHAN. Could I just offer a personal -iew that I have

held for some time, that the issue of welfare is not an issue of pov-
erty, it is an issue of dependency. It is a buried image of the term,
dependent people hang. That is what we, I think, worry about. We
know so little about it. Again, to cite Nathan Glazer, when he
asked, what do we know today that we did not know in 1988.

Can we get a substantial part of long-term welfare clients off the
welfare rolls by increasing their earned income through invest-
ments in learning how to work, basic education, training programs
and the like? We cannot.

I would like to ask Dr. Mead this, and hear anybody else's com-
ment, we find some JOB3 Programs that are very effective. We al-
ways also seem to find a director who is pretty special, a Governor
who is pretty special.

In the field of education research, God, did we go through the
1960's with all those hot-shots who, rather than go to Viet Nam
after they left Yale, they decided to teach for 2 years in an inner
city or Indian reservation, and they did wonders, and the results
were magnificent. But where were they in 4 years? They were in
a brokerage house somewhere, or investors.

Just on education and the schools, 50 years ago in this country,
half the alphas in this country were school teachers or nurses.
They are not anymore, they are sitting back there writing legisla-
tion. So do not think you have improved the quality of the teaching
for us, you cannot.

Also, have we not created large institutions for managing these
problems that have an interest in preserving them? Could you talk
about the New York City experience with the JOBS Program? New
York State? We did nothing excepting create more jobs for people
outside the system.

Dr. MEAD. You have raised several issues. First of all, differing
with Nathan Glazer, I think we have learned something since the
Family Support Act. What we have learned particularly is that an
education and training strategy is probably not the way to go.

Senator MOYNIHAN. Which is the way we went in New York.
Dr. MEAD. Yes, we did. That is right. What we should do instead

is enforce job search, have people working.



Senator MOYNIHAN. I fully agree on that.
Dr. MEAD. After which remediation might become more construc-

tive, but we *should not put people in extended training and edu-
cation in advance of working. That is what we have learned.

Now, getting to the point where we are able to enforce job search
and have people looking for jobs seriously is primarily an adminis-
trative problem.

You have to set up a regime where we have case managers who
follow people into the job market, make sure they fulfill their as-
signments. That is what is happening in Wisconsin. That is the
main reason why they are a high-performing State in this area.
They have administrative quality that allows them to monitor their
people.

The big difference between Wisconsin and New York is that in
Wisconsin they have control of the case load. They have people as-
signed, monitored, doing their assignments. The assignments are
not particularly punitive, they actually have quite a few people in
remediation, but they are really doing something. You really have
to participate in JOBS.

In New York, they havt, nothing like the same kind of control.
They are not even able to monitor people who just entered the pro-
gram, let alone keep people from dropping out, let alone have them
go into job search.

They have hundreds of thousands of people in self-initiative
training and education, which we now know does not usually lead
to employment. So New York is paying enormous sums for contrac-
tors, for education and training, and also for training-related ex-
penses, including-

The CHAIRMAN. That was a political choice.
Dr. MEAD. Correct. That is right.
Senator MOYNIHAN. That is feeding the sparrows by feeding the

horses.
Dr. MEAD. The idea is, and this is very popular in New York,

that somehow if you educate and train people, then they can qual-
ify for better jobs and get off welfare. But we know this does not
work.

Actually, the best way to build up the human capital of someone
who is disadvantaged is primarily to take available jobs. Then you
are actually more able to get a better job later than if you had gone
to school, because employers are primarily concerned about reliabil-
ity, about being a good worker, coming to work on time, and so on.
That is what you demonstrate by having a work history. It is much
more important than having an additional educational credential.

So, the thing I would like Congress to focus on is, how do we
move the bulk of JOBS programs so that they are no longer like
New York and more like Wisconsin. There I think the precedent is
the Quality Control Program. States got tough about quality con-
trcl when the Federal Government laid on standards that put their
funding at risk.

Senator MOYNIHAN. That is right.
Dr. MEAD. We have to have JOBS become like quality control,

where there is a mandate to increase participation, to have people
actually working, and this becomes an absolute necessity for States



if they want to keep their Federal funding. Then you will see r
clean-up in New York.

New York is actually quite good in quality control, and the rea-
son is that that has been a managerial priority there, and it be-
came a priority because of pressure from Washington. The same
thing in JOBS. You have got to enforce job search, actual employ-
ment, move away from remediation and training. The minute this
is mandated you will see New York getting its act together.

Mr. GREENSTEIN. I think we need to be a bit careful here. If you
look at the job search and workfare programs of the 1980's, they
were evaluated by organizations like MDRC and they produced less
positive results than a program like Riverside or Wisconsin.

Dr. MEAD. I am advocating Riverside, I am not advocating gov-
ernment jobs.

Mr. GREENSTEIN. I just want to be clear, Larry did note that Wis-
consin does have a significant amount of remediation. In Riverside,
they try to push everybody into jobs they can up front. But, for the
significant group they cannot, there is remediation backed up by
continued pressure to get into jobs when you can. So, we do not
want to go all the way back to nothing but job search and
workfare, we need the kind of mixes that Riverside and Wisconsin
have.

Dr. MEAD. Well, but there is a difference between Kenosha and
Riverside. Riverside is mandated by California to have a lot of peo-
ple in remediation, even in advance of job search. And Riverside's
record is not due to that, it is due to the fact that they put a lot
of people in job search anyway.

Mr. GREENSTEIN. I am not sure MDRC would agree with you,
Larry, on that.

Dr. MEAD. This is my reading of their results. In Kenosha, they
also have a lot of remediation but it is conditioned on working first.
You have to work before you go in remediation. That makes for a
better outcome.

Senator MOYNIHAN. My time is up. But you would not mind my
saying, as I remarked yesterday, there comes a time when changes
in quantity becomes changes in quality. New York City has 1.1 mil-
lion people on welfare.

About 3 years ago, the head of the Human Resources Adminis-
tration bought herself a wig and went around to a variety of her
welfare offices. She took a couple of days leave and went around
to her offices in New York City and applied for welfare and they
gave her the papers to fill out. No one ever asked her, could she
do anything; obviously she could not. She was the commissioner.

The CHAIRMAN. Did she get it?
Senator MOYNIHAN. No. Oh, she could have gotten the welfare

but she never got a job.
Mr. RECTOR. I do not think that that actually addressed your

basic question. I think that workfare can probably be very success-
ful in moving the more employable AFDC recipients off the rolls,
but whether or not this is the solution for an 18- or 19-year-old
who has two children out of wedlock, I do not think so.

I also think that we also have to bear in mind the fundamental
question, what is our long-term goal here? I hope our long-term
goal is not to accept in the future having two million children born



out of wedlock, but their moms are all working real hard and the
kids are being raised in government day care centers. I am not
sure how much we gain from that.

Although I think workfare is important, I think it really is sub-
sidiary to the much more important issue, which is, let us cut down
the number of unborn children coming into the pipeline of the sys-
tem. I do not have all the answers to that, but I would beg that
you always keep that on your radar screen whenever you are talk-
ing about welfare reform.

Mr. TANNER. Senator, if I could just add one more thing to this.
I think you said something there that really should probably be
emblazoned across everything that goes out on welfare reform in
its importance. That is, when it comes to this long-term depend-
ency, we do not really have any idea how to solve the problem.

And when you take that girl who got pregnant, that 15-year-old
who dropped out of school, she has been out of the job market for
10 years, she has got two or three kids, no father aroufid, we really
do not have any idea how to fix that situation.

I think we put too much focus on worrying about what program
we can tinker with to try to fix that situation and we should be
focusing instead on how to prevent more people from ever entering
that situation.

I would go as far as to grandfather in the people who are on wel-
fare today and say, let us not worry about them; most will leave
anyway within a short period of time and those who are long-term,
we do not know what to do.

I think the single most important reform you can do is to prevent
anyone else from getting in that situation, and things like the
elimination of benefits for out-of-wedlock births, things of that na-
ture are probably the single most important thing you could do.

The CHAIRMAN. Senator Graham.
Senator GRAHAM. Thank you, Mr. Chairman.
I want to pick up on what Mr. Tanner was just saying, but before

that I would like to close the loop on my preceding questions. I was
asking some questions about the rationale of cutting off legal aliens
and then the consequences of doing so.

Mr. Rector, you indicated that you are maybe the intellectual
parent of that idea. What do you think will be the consequences on
the communities in which the legal aliens are living if there is a
termination of Federal support for these programs?

Mr. RECTOR. Right. I think that, first of all, we have to qualify,
what exactly is the problem. Most of the money here is going to el-
derly or nearly elderly people on SSI through SSI and Medicaid.
There are also about, I think, 9 percent of AFDC mothers who are
not citizens. That is where the bulk of the money is.

Also, in the House provisions, of course, the individual remains
eligible for Social Security for unemployment insurance, and also
for refugee aid, that is not cut off, and for emergency medical.

Senator GRAHAM. As I understand it, in the House bill on reci-
sion there was a substantial cut in the Refugee Aid Program. Is
that correct?

Mr. RECTOR. That I do not know. But I do know that we did not
render them ineligible for refugee aid.

Senator GRAHAM. There is just significantly less aid available.



Mr. RECTOR. I think that, first of all, the point is, you have got
to do this sometime. As I indicated earlier, the sooner you do this
the fewer individuals who are going to be cut with the cut-off. You
just cannot allow this population to grow. That is why I said to
Governors, my heavens, if you think this is going to be bad now,
wait 5 years and have twice as many people. I mean, this is hor-
rendous.

Senator GRAHAM. The question is, and I would like to have the
time to ask another.

Mr. RECTOR. Sure.
Senator GRAHAM. Could you tell me, in 45 seconds or less, what

would be the consequences on the communities in which the legal
aliens live if your plan is implemented?

Mr. RECTOR. I think that in most cases you would have a sponsor
there that you could require to pick up the cost. In other cases, I
think it is perfectly reasonable to expect this person to return
home.

The largest number of recipients of SSI who are non-citizens are
not from the Soviet Union or Siberia, they are from, guess what,
Mexico. They came here because we gave them a good deal. I do
not think it is unreasonable to say, look, you cannot freeload on the
welfare system, I am sorry. Why do you not either be supported by
the people who brought you here or please maybe go back to Mex-
ico.

Senator GRAHAM. So the answer to, for instance, the population
in Miami, is to go back to Cuba.

Mr. RECTOR. No, that one is not.
Senator GRAHAM. So what would you do?
Mr. RECTOR. As I indicated, the majority of these individuals do

not come from what would be considered politically oppressive
areas.

Senator GRAHAM. In the House plan do they make that distinc-
tion?

Mr. RECTOR. I think that the bottom line is, for any country we
cannot continue to have these people come in here at this rate. I
think that in the case, perhaps, where there is political oppression
and a person could not possibly return, that might be a good place
to look at the details of the legislation.

Senator GRAHAM. Excuse me. But I want to pick up on what Mr.
Tanner was saying. I agree that I think we sort of put the welfare
issue in a too confined box when we start the process with a person
who has already gotten into that dependent status, and the ques-
tion is, what can we do to avoid it.

I think there are a couple of fundamental reasons that we have
reached this state, one of which I am not going to discuss today,
but would like to raise for future meetings, and that is the degree
to which American living standards are under assault because of
our integration into the global economy.

The first, is the collapse of the American family, and it is not just
the family with an illegitimate child, it is the general weakening
of the role that the family has played in the maturation and the
fact that many of our social institutions-education particularly
but also employment-have certain assumptions about the role of



the family which are no longer relevant to large numbers of Amer-
ican children.

We have said that one of the reasons that there is this level of
illegitimacy is that young people who grow up without a lot of self-
esteem and without love, they see having a child as a means of
achieving recognition and affection, someone that they can love and
will love them in return.

What are some ways in which, before resorting to having an ille-
gitimate child, we can give young people that kind of experience?
For instance, should we look at our employment laws, our child
labor standards in terms of encouraging people at younger ages to
have a work experience, is the minimum wage a deterrent to young
people being able to get a job and, therefore, have some other
means of achieving recognition than having to have a child out of
wedlock?

Mr. TANNER. I think you raised some excellent points, Senator.
I think there is a limit, frankly, to what the Federal Government,
or any government, can do. A government that has a difficult time
delivering the mail is probably not capable of fine-tuning the moral
quality of the country.

That said, I think there are things that could be done, certainly,
in the work experience area. Whatever you do on the minimum
wage, I do not think it should be raised overall, but certainly I
would like to see a subminimum wage for teenagers in an entry
level job type of thing, and apprenticeship type of situations to cer-
tainly get them in. But the biggest thing you can do, is there are
natural disincentives which have been removed, I think, by the
welfare situation.

The statement I made earlier where there are studies which
showed in the inner city that 60 percent of teenagers do not believe
that having a baby would be a crisis in their life, the natural
things that would have made that a crisis and might have acted
as a disincentive are gone.

I think that the availability of welfare benefits for those individ-
uals, and particularly the way they are set up now where they can
actually be set up in individual households and all of that, has re-
moved those disincentives.

I think we have to restore that situation where it is not a finan-
cially viable situation, where they look around and see those other
children in their class who have gotten pregnant, that the world
has ended, and they see that. Fear is not necessarily a bad thing.
Fear of bad things motivates us to avoid bad things and I think we
have to restore that level of fear of bad consequences.

Mr. GREENSTEIN. Could I just add to that, Senator? We have had
some discussion earlier, Senator Grassley asked a question, about
a statement that 76 researchers, including a very large number of
the leading researchers in the country who know this area, issued
last summer.

The conclusion was not that there was no connection between
welfare and out-of-wedlock births, but that the evidence suggests
,that the connection is small. It is relatively modest, it is not a pri-
mary factor here. Mr. Rector earlier attempted to dismiss that. He
said, maybe one of these researchers had a Republican aunt. Sev-



eral of these researchers served as political appointees in Repub-
lican Administrations.

Senator MOYNIHAN. May I include the name of Richard Nathan,
who was Governor Rockefeller's assistant.

Mr. GREENSTEIN. He was certainly one of them. A number of the
researchers whose studies Mr. Rector cites in his own writings
were among those signing the statement. The likelihood is that
simply cutting off assistance will not lead to some massive reduc-
tion of out-of-wedlock births, more likely it will be another cost
shift where there is no Federal funding and the States and local-
ities have to pick up the pieces.

I think we need significant demonstration projects to try to find
more effective methods here. The research does suggest that those
teenagers who have better expectations for their future and who
are doing better in school are much less likely to become pregnant
or give birth as a teenager. Does that suggest that mentoring pro-
grams at an early, even pre-teenaged period might be effective? I
do not know. Let us do some demonstrations and try that sort of
thing.

Also, the evidence suggests that about 80 percent of these teen
out-of-wedlock births are unplanned. I do not know the family
planning area, I do not know exactly what we should do or can do
to make things more effective in that area.

As to Senator Chafee's question earlier, perhaps if we get a much
more effective child support and paternity establishment system
and young men know that if they father a child out of wedlock they
are much more likely to have money withheld from wages they
earn for 18 years, maybe that could have some deterrent effect as
well. I do not know, but it is the right thing to do anyway and I
would like to see us go a lot farther in that direction.

Mr. RECTOR. If I could-
Dr. MEAD. Hang on a second. You have had your chance, Bob.

I think you have, have you not? Yes, I think so.
Mr. RECTOR. Well, not on this.
Dr. MEAD. You have not on this question. All right. Go ahead.
Mr. RECTOR. Especially since some of the provisions and some of

my remarks have been questioned here, I would be happy to pro-
vide to the committee a list of 13 studies done in the last 10 years,
all but two of which show the relationship between welfare and il-
legitimacy, many of which show it very strongly. Again, I would
refer to Dr. June O'Neill's research, which is, I think, the best in
this field.

Let me just make one point. What the House bill has done and
what the contract bill did, did not mandate a nationwide cut-off of
benefits to women that had children out of wedlock under age 21.
It simply said, the Federal Government is no longer going to be in
this business.

If you, at the State level, feel in your heart of hearts that the
best thing that you can do for children in your State is to send a
16- ear-old or a 19-year-old a check in the mail because she has
a child out of wedlock, please go ahead and do that, but you will
do that with State money.

And we even made it easier for them to do that by removing the
matching requirements so they could essentially engage in a count-



ing game. They can use the Federal money for one group of AFDC
recipients, use the State money for another group. Any State that
wants to can maintain the status quo under the bill that is down
in the House of Representatives and also even under the Faircloth
legislation.

But what we did do, is what we feel that you have to foster really
radical experimentation on this issue. We cannot wait till the out-
of-wedlock birthrate hits 40 percent and then decide maybe we
ought to try something.

So, we are saying we are no longer going to use Federal dollars
for this conventional cash-in-the-mail payment, and by withdraw-
ing those Federal funds and requiring that if you want to continue
the status ,quo you have to do it with your own money we think
that many States will continue the status quo, but we think that
will be a significant prod to make other States begin to experiment
with alternatives. We must have that experimentation and we
must have it very, very soon on the foremost welfare issue.

We really face two questions as a Nation. Can we survive with
an impending 50 percent out-of-wedlock birthrate? I think every-
one, from Eleanor Holmes Norton to Newt Gingrich, agrees, no, we
cannot.

Then the second question is, if not, what do we propose to do
about it? We are not saying that we have all the answers here, but
we have got to create a very significant prod to begin experimen-
tation at the State level so we do get those answers and get them
very soon.

Dr. MEAD. I just want to add that I think the underlying problem
is probably affluence rather than welfare. In a worldwhere it is
possible for women in various ways to support themselves without
men, by relying on their parents, by going to work, the family has
inevitably weakened. I am not sure that there is anything we can
really do about that in a rich society.

The total abolition of welfare would not, in fact, change the eco-
nomic situation of many women, particularly in low benefit States,
where we find much the same unwed pregnancy rate as in the high
benefit States. Somehow women make it happen, they survive
somehow. They do not think they need men anymore. I do not
know that there is a whole lot that we can do about that unless
we want to go back to a much poorer society.

Senator GRAHAM. Excuse me, Mr. Chairman.
The CHAIRMAN. Go ahead.
Senator GRAHAM. I am deeply intruding in my time. But what

concerns me is that I think there are fundamentally different fac-
tors operating, not only in our society, but universally. We are try-
ing to take a system and modify it as if none of that had occurred.
I think one of those fundamentally different factors is that the fam-
ily has changed. It is not just the family in welfare, it is the family
earning $60,000 a year.

Dr. MEAD. I think that is right.
Mr. TANNER. Senator, I would point out though that only 1 per-

cent of illegitimate births among white women is to women earning
over $70,000 a year; only 4 percent are to college educated women.
It is not a case of where it is across the board. Illegitimacy is very
heavily concentrated at the lower socioeconomic groups.



Senator GRAHAM. Illegitimacy is an enormous problem but it is
not the only issue facing our society to which the disintegration of
the family is a poor-causative event.

The second thing that concerns me is, we had testimony on an-
other matter last week, that there has been a 14-percent decline
in the average income of American families over the past 15 to 20
years. We had a lot of discussion about why that was true, which
primarily related to issues of savings rates, which is an interesting
discussion.

I personally am coming to believe that that is a minor factor,
that the fundamental thing that is occurring is that the United
States is increasingly part of a universal, global economy with
enormous differentials between the United States' standard of liv-
ing and the standard of living of the countries in which we are in
competition, and that there is, through marketplace factors, a
movement towards melting out those differences. We have seen 14
percent of that movement occur already. I doubt that that is the
last of that movement.

So, what kind of welfare system would you be talking about if
your expectation of the United States economy was one of substan-
tially different levels of affluence over the next 10 or 20 years?

Mr. GREENSTEIN. Senator, I think you have really asked the key
question. When we look at the data, we find that rates of out-of-
wedlock births are rising very rapidly in western Europe, other
countries as well.

Most interestingly, while they are heavier among low-income
women here than women in higher income levels, they are actually
rising at a faster rate among non-poor women than among poor
women.

Two-thirds of all women who give birth out-of-wedlock in the
United States were above the poverty line in the year before they
became pregnant. Two-thirds of all women who give birth out of
wedlock today in the United States have at least a high school di-
ploma; over a quarter of them have some post-secondary education.
We are witnessing a society-wide trend that is increasingly occur-
ring among all income groups and across national borders. It is
very difficult.

Senator MOYNIHAN. Except in Japan.
Mr. GREENSTEIN. Let me say, in the western European and the

western world, it is rising very rapidly. But particularly striking
are the figures in the United States, showing these rapid rates
among women with high school diplomas, some with college edu-
cation, people not poor in the year before giving birth. I do not have
the answers.

But what it suggests is that if we expect that changing benefit
rules in the AFDC system is going to have a radical change in this
trend and that is all we do, I think that is unlikely. We went
through decades in which liberals said, do welfare our way and we
are going to have great changes, put in a training program-I will
echo some of my colleagues here-and the welfare rolls will be
vastly cut, and they N. ,re overstated.

We are now in a pe iod, I fear, wher, in . colleagues at the other
end of the table today are saying, cut oii benefits for these people
and we will have sharp declines in out-of-wedlock birthrates. I



think those claims are as overstated as some liberal claims of ear-
lier decades were.

Mr. RECTOR. If I could, Senator. I think that there are three fac-
tors contributing to the growth of illegitimacy. One is cultural. I
addressed that in terms of what I said about school choice. I think
the second is welfare. The evidence is, again, I will offer to the
committee, quite strong that welfare plays a significant role and
that the out-of-wedlock births that are occurring in the United
States are predominantly focused along low-income, poorly-edu-
cated people who are influenced by the welfare system. It does not
really matter if college-educated women are having a rapid in-
crease from 1 to 2 percent. That is a 100-percent increase, which
is what Mr. Greenstein said. Who cares? What really matters is
that if you look at, for example, women who were high school drop-
outs before they had their child out of wedlock, half of all children
in that group are ngw born out of wedlock. It is predominantly fo-
cused among low-income groups.

It is also something that is occurring in other countries, but
even, for example, in England, they also feel the welfare state con-
tributes a great deal to it. I think your point about declines in pro-
ductivity or erosion in productivity is also an important issue.

The CHAIRMAN. I might conclude with another of Pat's correla-
tions. We were at the White House meeting and Pat had the same
statistics you did. He though the correlation was direct proximity
to the Vatican, until he said Japan ruined his correlation.

Mr. RECTOR. It is those outlyers.
The CHAIRMAN. We are adjourned.
[Whereupon, at 12:00 p.m. the hearing was recessed.]



APPENDIX

ADDITIONAL MATERIAL SUBMITTED

PREPAPED STATEMENT OF ROBERT GREENSTEIN

Thank you for this opportunity to testify on the important topic of welfare reform.
I am Robert Greenstein, executive director of the Center on Budget and Policy Pri*or-
ities. In the late 1970s, I served as Administrator of the Food and Nutrition Service,
the U.S. Department of Agriculture agency that administers the food stamp pro-
gram and other food assistance programs. I recently served as a member of the Bi-
partisan Commission on Entitlement and Tax Reform appointed by President Clin-
ton and the Congressional leadership.

I. THE GOALS OF WELFARE REFORM

The Family Support Act of 1988, the last major federal welfare reform effort, was
a bipartisan effort based on the premise that the AFDC program should become a
system that embodies "mutual responsibility." Parents had a responsibility to move
toward self-sufficiency by participating in education, training, and work activities
and the government adthe responsibility to assist families by providing cash as-
sistance as well as training opportunities and needed- child care. In addition,
noncustodial parents had the responsibility to pay child support. Within the struc-
ture of mutual responsibility, the Family Support Act struck an important balance
between the sometimes competing goals of promoting work and responsibility and
maintaining a safety net beneath poor children. The social contract embodied in the
Family Support Act stood in stark contrast to the original purpose of the AFDC pro-
gram-to provide cash assistance to poor single parents so that mothers could stay
home to raise their children.

In recent months the welfare reform debate emanating from the Contract with
America has shifted away from the principle of mutual responsibility. The House
Ways and Means Committee proposal would convert the AFDC program to a block
grant with fixed funding for the next five years. The proposal would eliminate the
entitlement status of the AFDC program-no child would be assured of receiving
help in times of need, regardless of the depth of the child's poverty or the parent's
willingness to comply with program rules and work requirements. The proposal
would mandate that states deny federal block grent assistance to a number of cat-
egories of poor families, including those headed by a minor mother and those that
had received aid for a total of five years, regardless of the parents' willingness to
work or their inability to find a job. While including high work participation rates,
the proposal fails to commit the resources necessary for states to conduct serious
programs that move parents from welfare to work.

In short, the House Ways and Means Committee proposal would end what are
now the government's obligations under the Family Support Act's system of mutual

responsibility. The government would no longer be required to provide support for
poor families with children and resources would fall well short of what is needed
to increase efforts to move parents to work.

In my view, welfare reform should be about promoting work, requiring respon-
sibility of both parents, and maintaining a safety net for poor children within a fed-
eral-state partnership that assures states the flexibility they need to create innova-

tive programs. Maintaining the entitlement status of AFDC does not mean that wel-
fare should be "something for nothing." Instead, reform should build on the Family
Support Act's vision of mutual responsibility. In part because of insufficient JOBS
funding, this vision has not been fully achieved.

Because only a small number of parents have been required to participate in
JOBS programs, the AFDC system frequently does little to help families solve their
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problems and move toward self-sufficiency. A reformed AFDC system would be one
in which all able-bodied parents were expected to work or prepare themselves for
work. Furthermore, a reformed system would provide the necessary supports-such
as child care and health care-for parents to move successfully into the workforce.
As the results from the Riverside County, California GAIN ro am have illus-
trated, it is possible to create a welfare system that requires a high level of partici-
pation in welfare-to-work programs and yields strong results. The Riverside pro-
gram increased earnings and employment rates and decreased welfare use. Judith
Gueron, president of the Manpower Demonstration Research Corporation, described
the Riverside effort as a "high performance JOBS program" stating:

More than any other place I know of, this program communicates a message
of high expectations. When you walk into a GAIN office in Riverside, you are
there for one purpose: to get a job. At orientation, job developers announce job
openings; throughout, program staff convey an upbeat message about the value
o work and people's potential to succeed. If you are in an education program-
and about half of Riverside GAIN participants are-you are not marking time,
as you can in some locations. You know that if you do not complete the pro-
gram, or at least make progress in it, staff who are closely monitoring your
progress will insist that you look for a job.[l

The Riverside model may not work in every location or for all participants and
it is not a simple cure for poverty; three years after enrolling in the Riverside JOBS
program, 41 percent of the families were still receiving assistance. The Riverside
program and other successful welfare-to-work initiatives such as the San Jose-based
Center for Employment Training program represent examples of how the AFDC pro-
gram can become a work-focused system, but their results also illustrate that even
such successful programs are unlikely to remove the need for a safety net beneath
poor children.

Welfare reform should also address the very troubling issue of out-of-wedlock
childbearing in general and teen pregnancy in particular. In doing so, however, it
is important to note that a careful reading of the research indicates that welfare
is not a primary reason for the increase in out-of-wedlock childbearing or the preva-
lence of teen pregnancy. Last summer, a group of 76 leading researchers-including
most of the leading experts in the area or welfare incentives and family structure-
issued a statement on welfare and out-of-wedlock childbearing. The statement said:
"Most research examining the effect of higher welfare benefits on out-of-wedlock
childbearing and teen pregnancy finds that benefit levels have no significant effect
on the likelihood that black women and girls will have children outside of marriage
and either no significant effect, or only a small effect, on the likelihood that whites
will have such births. Indeed, cash welfare benefits have fallen in real value over
the past 20 years, the same period that out-of-wedlock childbearing increased . .
• the evidence suggests that welfare has not played a major role in the rise in out-
of-wedlock childbearing."

While welfare is not a primary cause of out-of-wedlock childbearing or teen preg-
nancy, it is clear that there are far too many children growing up in poor families
without fathers and far too many teenagers cutting their childhoods short by pre-
maturely become parents. Unfortunately, we know little about what works to reduce
teen pregnancy. For that reason, I believe that welfare reform should include a com-
mitment of resources for demonstration projects that test a variety of prevention ap-
proaches. Reform should not consist of simplistic "silver bullet" solutions such as de-
nying aid to young unmarried mothers and their children that are unlikely to
produce large reductions in out-of-wedlock births but will surely increase destitution
among these vulnerable families.

When teens do become parents and need assistance, the welfare system should
be structured to improve the future prospects of these vulnerable families. Teen par-
ents should live in supervised settings either with parents or with other responsible
adults. They should be required to attend school or training. In Ohio's Learning,
Earning and Parenting (LEAP) Program, teen parents were required to attend
school. A system of bonuses and sanctions was put in place to encourage attendance.
This program and the Teenage Parent Demonstration Program have shown that
programs combining requirements, support services, and financial incentives can in-
crease school attendance and, to some extent, graduation rates. These programs also
are not panaceas-many participants are unable to succeed in the education set-
tings available and teens who dropped out of school prior to enrolling in the pro-
gram often were unsuccessful. Requiring school attendance while searching for new
ways to reach these more difficult cases, however, does represent a promising policy
initiative.

Finally, the welfare reform debate has led to a reexamination of the federal role
in providing a safety net for poor families with children. Some have suggested that
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all responsibility for programs that provide cash assistance and nutrition aid be
given to the states. The House Ways and Means Committee proposal, for example,
would significantly limit the federal role. By establishing a block grant with e.ssen-
tially fixed funding, the proposal would require states to bear nearly all of the costs
associated with increased need resulting from recession, falling wages, or changing
demographics. The proposal would also allow states complete flexibilit) to Jct'rmrte
which families received assistance. States would not be required to establish uni-
form eligibility criteria.

I strongly favor providing states with increased flexibility in many ar~as. States
have been unnecessarily saddled with rules that inhibit their ability to design inno-
vative JOBS programs and expand participation requirements. They also hav,; been
hampered by rules that mandate how earnings and assets are to be treated, re.-trict
the eligibility of two-parent families, and define how stepparents' in .ome should te
counted. In these another areas, states could and should be given more flexibility.

The federal government, however, does have a role to play in providing a safety
net for poor children. The Committee on Federalism and National Prpose, chaired
by then-Senator Daniel Evans (R) and then-Governor Charles Robb (D), called in
1985 for a major realignment of federal and state roles. The Committee proposed
a much larger federal role in financing and setting national standards foi Medicaid
and AFDC, accompanied by the devolution of scores of federal programs to the
states. In issuing its recommendations, the Committee affirmed a principle that has
undergirded most thoughtful examinations of federalism issues-income security for
the poor should largely be a federal responsibility. The Committee wroe:

"Wherever it occurs, poverty is a blight on our whole society, and Ame-i-ans
in similar circumstances should be treated alike. Children whose esi ly years are
damaged by the effects of poverty in one state may later becomc voters, employ-
ees, and possibly welfare recipients in other states."

"Safety net programs also should furnish benefits that can be expected to pro-
vide for basic necessities. Welfare programs in many states fall far short of this
mark. Even when combined with the cash value of food stamps, AFDC benefits
were at or below 60 percent of poverty-level income in 10 states in 1984, and
the median level of benefits was 73 percent of the poverty line." [These levels
are lower today.]

"Only the federal government can effectively bring about greater uniformity
and adequacy of welfare services. This is because it is the only source of nation-
wide political authority and because it is the only level of government that com-
mands the necessary resources."[2]

II. ENTITLEMENTS, SPENDING, AND FLEXIBILITY

While the Ways and Means bill contains many new prescriptive provisions, the
elimination of assured benefits for needy children who qualify for nssistan:e rep-
resents the most sweeping change in our nation's safety net.

There appear to be two basic premises that underlie the call for the elimination
of the program's entitlement status: first, that "welfare spending" is out of control
and cannot be curtailed as long as the targeted programs retain their entitlement
status, and second, that block grants are needed to accord states increased flexibil-
ity. In fact: (1) welfare spending is not one of the major factors behind our long-
term deficit problems; (2) if Congress wishes to cut the cost of these programs, a
block grant structure isn't needed to do so; and (3) a block grant structure isn't
neededto accord states increased flexibility.

As the Bipartisan Commission on Entitlements and Tax Reform demonstrated,
overall expenditures for entitlements are growing faster than our ability to pay for
them. If action is not taken to address this problem, the nation will foce serious fis-
cal difficulties in the early decades of the next century. It is important to recognize,
however, that health care entitlements and Social Security are responsible for vir-
tually all of the Iong-term rise in entitlement spendin as apercentage of the Gross
Domestic Product (GDP). Expenditures on programs like AEDC and food stamps are
not driving the long-term rise in entitlement spending that will bedevil the nation
in the decades ahead. (See the Appendix for a more complete discussion of spending
on low-income programs.)

" According to the Entitlement Commission's estimates, between now and 2030,
Medicare will rise from 2.4 percent of GDP to 7.9 percent. Medicaid will climb
from 1.3 percent to 3.1 percent of GDP, while Social Security will rise frum 4.8
p percent to 6.7 percent.

* By contrast, the Commission projected that means-tested entitlements other
than Medicaid will not rise at all as a percentage of GDP after the year 2000.
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In fact, the latest CBO forecast suggests they will decline a bit as a percentage
of GDP.

I would note that AFDC in particular (including cash benefits, emergency assist-
ance, Title IV-A child care, JOBS, and that part of child support enforcement costs
that are attributable to AFDC families) constitutes 2 percent of entitlement spend-
ing and I percent of total federal spending. When food stamp and Medicaid benefits
for AFDC families are added in, the total rises, but remains a modest share of over-
all federal spending at three percent.

On a related note, while some believe the AFDC system provides overly generous
benefits to recipients, the typical AFDC family of three receives between $8,000 and
$9,000 annually in cash and nutrition aid, or less than three-quarters of the poverty
line. While some AFDC families also receive housing assistance, most do not; three-
fourths of AFDC families do not receive any federal housing assistance.

Indeed, when one looks at the combined AFDC and food stamp package, there
have been significant benefit declines in recent decades. AFDC and food stamp bene-
fits combined have fallen more than a quarter in purchasing power since 1970. The
combined benefit package has now receded, in inflation-adjusted terms, to the level
of AFDC benefits alone in 1960, before the food stamp program was created.

Still, Congress may decide to reduce spending on these programs. If Congress
wishes to do so, it does not need to end the entitlement status of these programs.
In 1980, 1981, and 1982, Congress made significant reductions in means-tested ben-
efit programs without removing their entitlement status. Congress altered the eligi-
bility and benefit rules in ways that saved substantial amounts. While reductions
in benefits for poor families and elderly and disabled individuals would not be with-
out significant consequences, Congress could follow this route again-and cut ex-
penditures without block granting these programs-if it wished to do so.

As budget cuts are made to reduce the deficit, however, there should be some bal-
ance among various parts of the budget. As David Stockman used to say, the targets
for budget-cutting should be weak claims on federal resources, not weak clients.
Low-income programs should not bear a highly disproportionate share of those cuts.
The various budget-cutting measures now moving through the House of Representa-
tives, including the welfare reform proposals, raise concerns on this front, as they
cut assistance for low-income programs far more deeply than other areas of govern-
ment spending. The various reductions contained in the House welfare reform legis-
lation-in cash assistance for poor families and poor disabled children, nutrition aid
for low-income households, and various benefits for legal immigrants-are likely to
total well above $50 billion over five years. (When the Medicaid cuts that are being
discussed are added, this total will increase substantially.) Furthermore, the cuts
included in the House rescission bills disproportionately impact programs for low-
income people. While low-income programs comprise only 12 percent of the discre-
tionary budget, about 60 of the rescissions come from these programs. Given the fis-
cal agenda outlined in the Contract with America, it is likely that at least some of
these savings will-be used to pay for tax cuts.
State Flexibility

Proponents of converting AFDC and other programs to block grants often argue
such a change is necessary to ensure states are given substantial freedom to craft
their own programs. Here, too, the basic premise is flawed; it is quite possible to
expand state flexibility within an entitlement framework. Many of the rules cur-
rently governing these programs could be simplified or eliminated to give greater
leeway to states. Ironically, as I will explain later, block grants might even have
the perverse effect of constraining stpte flexibility because they are likely to leave
states with insufficient resources to pursue work-based welfare reform while at the
same time maintaining a safety net.

Moreover, ending the entitlement status of programs such as AFDC and food
stamps would eliminate a defining feature of the safety net erected over the past
six decades to protect poor children from destitution. The funding structure of the
safety net is designed to ensure that these programs expand automatically to meet
rising need, such as during recessions. If the programs instead received a fixed
amount of funding each year, this critical feature would be lost. If funding proved
insufficient in a given year, states would be forced to cut benefits, create waiting
lists, or fill the gap entirely with state funds. A public assistance system structured
in this manner would provide some aid to the poor, but it could not truly be called
a "safety net." As a tight-rope walker would attest, a safety net that i, only in place
some of the time offers little security.
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Ill. PROFOUND CONSEQUENCES OF BLOCK GRANT PROPOSALS

Eliminating the entitlement nature of programs such as AFDC would have pro-
found consequences, both for poor children and for states and localities.

" If the capped amount is inadequate for cash assistance (or similar
block granted programs), funds could prove insufficient part-way
through the year. If the money for AFDC ran out in August, what would hap-
pen to a poor child whose mother flees an abusive spouse in September and ap-
plies for assistance? Either that family would be refused assistance or put on
a waiting list, or the state would have to pay the cost of that family's aid en-
tirely with state funds. Many poor families with children could be left with no
means to pay for rent, utilities, or other basic necessities if the AFDC program
loses its entitlement status.

" Block grants cannot respond to the increases in need that occur during
economic downturns. under the current financial structure for AFDC and
food stamps, additional federal funds automatically flow into states when a re-
cession hits and more families apply for aid. For example, between June 1990
and June 1992, as the national unemployment rate jumped from 5.1 percent to
7.7 percent, the number of people receiving food stamps rose by more'than five
million. If AFDC became a block grant, additional federal resources would not
be available during a recession. A fixed amount would be allocated to states
each year. If unemployment subsequently rose and funding for AFDC proved in-
sufficient, states would have to bear 100 percent of any additional cost them-
selves by raising taxes or cutting other programs more deeply in recessions. If
states were unwilling to increase state resources for safety net programs, they
would have oth:, 'inpalatable options-instituting across-the-board benefit cuts,
making som Lgories of needy families and children ineligible for the rest of
the year, or placing poor families that recently lost their jobs on waiting lists.

If states do not provide assistance to newly poor families during times of height-
ened unemployment, many of the families affected would be those in which the par-
ents typically work and d not receive welfare. During an economic downturn, the
newly poor are often those who recently lost their jobs and either are not covered
by unemployment insurance or have exhausted those benefits. These families would
include many two-parent families-the subpopulation whose participation in AFDC
and food stamps rises most sharply in recessions.

The problems that would arise for states can be illustrated by examining how ac-
tual state-by-state funding levels in fiscal year 1993 would compare to their esti-
mated levels if the Ways and Means cash assistance block grant had been enacted
in 1989. This block grant approach does not allow funding to adjust based on
changes in need, although there is a small population adjustment fund of $100 mil-
lion a year. In all but two states, the Ways and Means Committee proposal would
have provided less federal funding than was actually received in 1993. In seven
states-Alaska, Arizona, Florida, Hawaii, Nevada, New Hampshire, and New Mex-
ico-the shortfall would have been more than 40 percent. In California, the shortfall
would have been nearly $900 million (28 percent); in New York, $583 million (31
percent); in Florida, $277 million (54 percent).

These shortfalls would have occurred just at the time when state revenues typi-
cally shrink. During economic downturns, tax collections generally fall and many
state programs are cut.

" The loss of the automatic increase in federal funding during a reces-
sion would weaken the national and state economies. As Alice Rivlin
wrote in 1992, over the past several decades "social insurance and welfare pro.
grams not only provided income to individuals and families facing economic dis.
aster, they also made economic disaster less likely. If economic activity dropped
off sharply, the downward spiral would be cushioned, since individuals drawing
social insurance benefits and welfare would be able to buy necessities and pay
their rent or mortgages. This increased purchasing power would bolster the in-
come of producers and prevent layoffs of workers and forced home sales. Thus,
both welfare prorams and social insurance would act as automatic stabilizers
for the economy.'[3] If programs such as AFDC or food stamps become capped
entitlements and funding does not rise during a recession, the automatic sta-
bilizer role played by these programs would be significantly diminished or lost
altogether.

* A capped entitlement status fails to afford protection against further
reductions in block grant funding in the appropriations process. Under
federal budget rules, appropriators can lower the funding ceilings (the "caps ")
on capped entitlements and use the savings to meet the discretionary spen dirg
caps or fund other discretionary programs. While such action has not frequently
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been taken in the past, it could become a more inviting route for appropriators
in the future as the discretionary caps tighten. In addition, appropriators could
simply appropriate less than the capped amount. This has happened in the past
with the Social Services Block Grant.

It is of note that low-income programs that are capped entitlements have been
subject to larger funding reductions in recent years than have low-income discre-
tionary programs. For example, funding for the Social Services Block Grant, con-
verted in the early 197,C from an open-ended entitlement to a capped entitlement,
has fallen about 60 percent since then, after adjusting for inflation. Total appropria-
tions for all low-income programs that are capped entitlements have declined nearly
20 percent since 1981, after adjusting for inflation. By contrast, total appropriations
for ow-income discretionary programs have declined seven percent over this period
in inflation-adjusted terms. [4

A capped block grant also would not respond to changes in need that
occur for other reasons. The needy population grows not only in times of re-
cession, but also when the overall population increases, when the child popu-
lation increases, when wages fall, when natural disasters occur, and when de-
mographic changes increase the number of single parent families.

While the House Ways and Means Committee proposal includes a $100 million
fund distributed each year based on each state's population growth, this fund would
fall well short of addressing the increased need due even to population growth in
many states. Between 1991 and 1992, California's population grew by 1.6 percent.
If the block grant were to adjust for population growth, California s block grant
amount would increase by 1.6 percent--or by more than $50 million if applied to
1993 spending levels. Under the Wa s and Means plan, however, California would
only receive a share of $100 million. between 1991 and 1992, California's population
growth represented 16.6 percent of total U.S. population growth (as measured by
the proposal). Thus, under the proposal, California would receive just $17 million
in funds meant to address population growth.

" A block grant structure would misallocate funds among states. Any for-
mula that could be used to allocate block grant funds among states would he
based on data for a year in the past; the formula would not be able to reflect
economic and demographic changes since that time. States whose economies
had grown robustly since the year in which the data were collected would re-
ceive more funds than warranted, while states where economic conditions had
deteriorated would receive too little. For example, between 1987 and 1993, the
percentage of total federal AFDC benefits that went to Illinois residents fell
rom 4.9 percent to 3.6 percent. In Florida, by contrast, the percentage of total

federal AFDC benefit expenditures going to Florida residents increased from 1.8
percent to 3.6 percent.

" ft would be problematic to develop a formula for allocating block grant
funds among the states. If the formula reflected current expenditure pat-
terns, it would penalize states with low benefit levels and risk locking them into
that status permanently. Under the current structure, poor states that typically
have very low benefit levels face a favorable federal match rate that makes it
somewhat easier for them to raise their benefit levels. For example, between
1990 and 1992, Alabama raised its maximum AFDC benefit level for a family
of three from $118 per month to $164 per month-a 40 percent increase. (This
left Alabama's monthly benefit level at only 18 percent of the federal poverty
line for a family of three.) Because Alabama is a relatively poor state, the fed-
eral government pays more than 70 percent of its AFDC benefit costs. When
it chose to raise its benefit level, the federal government therefore helped con-
siderably in defraying the additional costs.

By contrast, under the Ways and Means Committee block grant structure, if Ala-
bama increases its benefit level, it would have to absorb 100 percent of the addi-
tional costs. It is important to note that even under the current entitlement struc-
ture which assures that the federal government shares in states' costs when they
increase benefit levels, or raise them to keep pace with inflation, AFDC benefits fell
in real terms by 45 percent between 1970 and 1994 in the typical state.

Moreover, if the formula gave each state the same percentage of federal funds
that it currently receives, this would fail to recognize the differences that will occur
among states in coming years in unemployment levels, rates of population growth,
demographic changes, and wages. If the formula attempted to adjust for these fac-
tors, it would rely on outdated data, always reflecting economic and demographic
conditions several years earlier. Reliable state poverty, income, and population data
are only available with a considerable time lag. For example, state poverty data
would be three to four years out of date when Ilock grant funding formulas were
set.
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" During a recession, the hardest-hit states would likely be subject to a
"triple whammy." First, there would be insufficient federal funds flowing into
the states, since the federal funding level would not automatically rise with a
recession. Second, the allocation formula would not recognize the depth of the
downturn in states that had been hit hardest. Finally, the states hit hardest
by the recession would generally face large declines in state revenues and be
among the states least able to provide state funds to respond to the additional
need the downturn had created.

" Poorer states could beparticularly disadvantaged by a block grant pro-
posal. As federal funds fell increasingly short of actual need, all states would
have to fund this widening gap with state rather than federal dollars. Poorer
states that currently enjoy higher federal match rates would be hard-hit. States
such as Mississippi and Louisiana would lose more than 70 cents for every addi-
tional dollar needed to maintain current levels of assistance compared to a loss
of 50 cents for each dollar of additional program cost in states such as Connecti-
cut and California. States that have the least capacity to raise funds through
their tax system would be the most disadvantaged-the ten states with the
most favorable federal AFDC matching rates are among the twelve weakest
states in terms of their capacity to raise revenues through their tax system, ac-
cording to a measure developed by the Advisory Commission on Intergovern-
mental Relations.

IV. WOULD A RAINY DAY FUND SOLVE THE PROBLEM?

The Ways and Means Committee proposal does include two "rainy day" funds in-
tended to assist states in the event of unexpected increases in need. An analysis of
these two funds underscores the inadequacy of these funds, in part reflecting the
inherent problems with a rainy day approach.

Under the Ways and Means bill, a state would be allowed to borrow from a $1
billion federal fund if its three-month average unemployment rate: (1) exceeded 6.5
percent; and (2) was at least 10 percent higher than the state's average unemploy-
ment rate in the same three-month period of either of the two prior years. There
would be a $100 million limit on the loan to any state and no state could receive
a loan equal to more than half of its basic grant. States would have to repay the
loans, with interest, within three years. In assessing this proposal, the following is-
sues should be considered:

• A loan approach means that when poverty and thus AFDC caseloads rose dur-
ing a recession, states would ultimately be required to bear 100 percent of the
added cost. States would have to pay the federal government back with interest
within a three year period. This represents a striking departure from current
policy. In a recession, the federal government pays for at least half of a state's
increase in AFDC costs and essentially all of the increase in food stamp costs.
That is, currently, the national government helps share these consequences of
national economic trends.

" States in which unemployment remained at elevated levels for an extended pe-
riod of time could be forced to repay their loans during a period when state cof-
fers were bare. In California, the unemployment rate breached the seven per-
cent level in December 1990 and has yet to fall back below this level. Experi-
ence with a loan fund run by the federal government for the unemployment in-
surance system suggests that states will often opt for benefit cuts to avoid tak-
ing out such loans.[51

" The small fund also would likely fall short of the increased need. During the
last recession, in fiscal year 1990, the federal government committed $863 mil-
lion more to AFDC than in fiscal year 1989; in 1991, it committed $1.9 billion
more than in 1989; and by 1992, some $3 billion more was expended than in
1989. Over this three-year period, the federal government committed nearly $6
billion in additional resources, nearly six times as much as the $1 billion loan
fund.

" A large number of states that experience substantial increases in unemploy-
ment and poverty either would not qualify for a loan at all, or would not qualify
until too late in the downturn. Had the loan fund been in effect during the last
recession, 10 states would not have qualified for a loan at all and another 14
states would not have qualified until 1992. Yet most of these states faced sharp-
ly increased need. The 14 states[6] that would have qualified for a loan some
time in fiscal year 1992 had already experienced big jumps in their caseload be-
fore that. On average, their caseloads rose by 27 percent between fiscal year
1989 and fiscal year 1991.



56

" As with other economic indicators, the lag in the collection of accurate state
data would also be problematic. A state would have to wait up to five months
after its unemployment rate surpassed 6.5 percent before the federal govern-
ment would have data showing the state's three-month average unemployment
rate had passed this level. In the meantime, thousands of additional families
could have applied for AFDC assistance.

" The federal rainy day fund also would ignore factors other than unemployment
that can cause the need for public assistance benefits to rise in a state, such
as a natural disaster or falling wages for low-paid jobs. Finally, states would
have preat difficulty planning under the program; they would not know when
or if they would qualify for a loan.

Under the second rainy day fund, the House Ways and Means bill would allow
states to accumulate unspent block grant funds and draw them down when need
increased in the state. The effect of this fund is also likely to be very limited. The
fixed level of federal AFDC funding for the next five years is significantly below how
much federal funding is expected to be provided under current law, even in the ab-
sence of a recession. The low level at which federal funding is fixed diminishes the
likelihood that states will accumulate much in savings. Moreover, if a recession hits,
it would quickly overwhelm whatever modest amounts most states have been able
to accumulate.

V. INCREASING STATE FLEXIBILITY WITHIN AN ENTITLEMENT FRAMEWORK

As the House Ways and Means bill demonstrates, converting entitlement pro-
grams into block grants does not necessarily result in providing states with in-
creased flexibility. Block grants can be designed with extensive federal prescriptions
while entitlements can be designed to provi states with far-reaching flexibility.

The Shape of a Redesigned Federal-State Partnership
If the federal-state AFDC partnership is to be redesigned to give states greater

flexibility within an entitlement framework, policymakers at both levels of govern-
ment will need to engage in a serious debate about the appropriate role of the fed-
eral government in the new system.

The federal government could substantially pare back the AFDC requirements
currently imposed on states, while maintaining the federal-state financial structure
for the program. This could be done by identifying and eliminating many provisions
of the federal statute that needlessly restrict state flexibility in shaping their own
cash assistance programs. This would largely eliminate the need for states to secure
waivers from feral agencies. Under this approach each state would be able to de-
velop standards regarding matters such as: the definition of income and how it
should be treated, what resources are permitted and under what circumstances, and
what requirements (JOBS, work, school attendance) must be meet to qualify for as-
sistance. In addition, states should have flexibility to develop their own demonstra-
tion projects that would operate in only part of a state.

Wl e the federal government should require states to operate programs that
move able-bodied welfare recipients toward self-sufficiency, states would have sub-
stantial freedom to design the specific contents of these programs. States would be
able to designate the kinds of training and work-related services offered in their
programs. States may want to institute new employment strategies, including wage
subsidies, microenterprises, and employment vouchers. Some states may choose to
require parents to work after a set period of time in the private sector or in a pub-
licly funded work slot.

In a limited number of areas where a pressing national problem exists and re-
search has identified a promising approach, the federal government might require
that states follow a particular model. For example, the federal government may
want to require that teenage parents on welfare be required to live with responsible
adults and to attend school if they have not obtained a diploma.

Other than in these areas, few federal rules need apply. The federal government
could establish some basic standards-such as that parents who are willing to work
and meet all requirements receive either cash assistance or a work assignment and
that eligible poor children be assured of receiving assistance. The federal govern-
ment would continue to match state benefit expenditures, as it now does, and the
individual entitlement structure of the program would be maintained.

Finally, federal funds should support research and evaluation activities to identify
effective program strategies and technical assistance to ensure that states can apply
lessons from the research.

Granting states broad flexibility within an entitlement structure would likely pro-
vide states greater flexibility than a block grant in many areas. Under a block
grant, if a state received significantly less federal funding than it would if th. pro-
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gram remained an entitlement, the state could be forced to curtail innovative work
or self-sufficiency programs. Suppose a recession hit and a state's caseload climbed.
To provide basic benefits and keep families from becoming destitute a state might
be forced to cut back spending for work programs or other initiatives designed to
promote self-sufficiency. Although states could instead choose to deny aid to eligible
families (since the program would no longer be an entitlement to individuals), some
states might be unwilling to deny basic support to a family that, without the assist-
ance, might be unable to pay rent. In short, if states receive limited federal re-
sources under a block grant structure, they may be unable to implement many of
the initiatives for which they have sought permission through the waiver process-
such as expanded earnings disregards so AFDC families can keep more of their
earnings when they go to work, more realistic asset rules, and expanded work pro-
grams so more families may be subject to work requirements.

To some extent, states already face this dilemma under current law, because they
gay part of the cost of both AFDC benefits and the JOBS program. Many experts
have identified the early 1990s recession-and the resulting increase in the need for
cash assistance-as one of the key reasons that most states did not spend enough
on the JOBS program to draw down the full amount of federal funding available
to them and enroll more of their caseloads in work-related activities. This trade-off
would become much more difficult for states under a block grant structure because
federal funding would no longer expand to help states meet increased need.

VI. THE FUTURE OF WELFARE TO WORK INITIATIVES

While welfare reform should enhance state flexibility, a fundamental goal of re-
form should also be to expand our efforts to move more parents from welfare to
work. States should be provided the resources needed to run substantial training,
work and education programs that prepare and move parents to work as well as
to support child care for families with young children in which the parent is re-
quired to work.

Th. House Ways and Means Committee proposal imposes stringent work partici-
pation rates on states but provides no additional resources for states to meet these
standards. It repeals the JOBS program, thereby eliminating any requirement that
states provide training and employment services for parents. In addition, another
House committee hasblock granted--and reduced-the funding available for child
care assistance, a support necessary for moving families from welfare to work. (The
IV-A child care program for AFDC recipients in training and the transitional child
care program, both currently entitlement programs, would be eliminated by this pro-
vision and folded into the block grant.) If, in coming years, states were to place in-
creasing numbers of AFDC recipients into work activities or employment, there
would be no additional federal money to cover any portion of these increased child
care costs.

Under this proposal, states would confront difficult choices in allocating limited
funds between increasing numbers of child care slots for recipients required to par-
ticipate in work programs and child care assistance for the working poor. Indeed,
it is likely that some states could be forced to reduce child care for the working poor
and thereby place in jeopardy the ability of some working poor parents to keep
working and remain off welfare.

If our goal is to require and support work among parents on welfare, then the
federal policy must commit necessary resources and require serious welfare employ-
ment initiatives at the state level. The Ways and Means bill fails on both counts.
It not only neglects to provide resources to support training and employment pro-
grams and child care services, but it permits states to meet some or all federal work
participation standards by terminating families from aid, regardless of whether a

family finds work or was denied benefits for any other reason. Thus, under the bill's
work standards, a state that simply reduced its caseload by time-limiting benefits
to families after one year, could count that reduction in its caseload toward its work

rogram participation rate. It is likely that many of these affected families would
ave received no employment-related assistance and would fail to find work.

VII. CONCLUSION

The welfare system needs substantial reform. The AFDC program needs to be-
come a work-focused system in which all parents who are able are expected to work
or prepare for work. In addition, an effort must be made to reduce teen pregnancy
as well as demand responsibility of absent parents.

Many have called for converting the AFDC program, as well as other basic safety
net programs, into a block grant with fixed funding. Increasing state flexibility and
reducing federal costs can be accomplished without eliminating the entitlement na-
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ture of the AFDC program, and moving to a block grant structure with fixed funding
could make it more difficult to convert the program to a work-focused system.

If the AFDC program is converted to a block grant, states would likely have less
flexibility to operate innovative programs that move parents from welfare to work
while maintaining a basic safety net beneath poor children. Under the block grant
structure proposed by the House Ways and Means Committee, states would face sig-
nificantly reduced resources over the next five years, making it difficult for them
to develop welfare-to-work programs that require an up-front investment. In addi-
tion, if need in a state rises, it would no longer receive any assistance in meeting
those increased costs from the federal government, increasing the likelihood that it
would have to scale back its work-based efforts.

Savings can also be achieved without converting the program to a block grant.
Such reductions, however, would not be without costs. If welfare-to-work programs
are to be expanded, for example, increased-not decreased-federal funds will be re-
quired, at least in the short-term.

A reworked federal-state partnership which retains the entitlement structure but
offers states far more flexibility could produce a system that is more responsive to
local circumstances, while maintaining a federal safety net beneath poor children.
Child poverty is a national concern and protecting poor families should remain a
federal as well as a state responsibility.
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APPENDIX: What Do We Spend On "Welfare?"

Recent arguments that federal "welfare" spending is both excessive and ineffective
sometimes have relied on a few highly publicized but questionable assertions that
the federal government has spent $5.3 trillion on "welfare" programs since 1964
without decreasing poverty and that the typical family in the Aid to Families with
Dependent Children (AFDC) program receives $15,000 in benefits per year. This
analysis examines these assertions about welfare spending in detail. It focuses on
three issues: (1) the current level of spending on programs targeted to low-income
people and the extent to which these programs conform to the popular definition of
"welfare;" (2) the total amount spent on low-income programs during the past few
decades and the effect of this spending; and (3) the benefits received by the typical
family on AFDC.

While all agree the AFDC system is in need of substantial reform, it is important
that misconceptions about "welfare spending" not drive the policy debate.



KEY FINDINGS

TOTAL SPENDING ON MEANS-TESTED PROGRAMS

" According to the Congressional Research Service, total federal spending on pro-
grams targeted on low-income people totaled $208 billion in 1992. The CRS list
includes programs that do not provide cash or cash-like assistance, such as
Head Start and education and training programs. Many of the programs listed
provide services and benefits to families with incomes above the poverty line.

" Total spending on AFDC recipients represents a small proportion of entitlement
spending and total federal spending. In 1994, spending on AFDC, food stamp
benefits for AFDC families, and Medicaid spending for AFDC recipients totaled
about five percent of entitlement spending and about three percent of total fed-
eral spending.

" Spending on non-medical means-tested programs is not responsible for the pro-
jected long-term growth in entitlement spending and the budget deficit. The Bi-
partisan Commission on Entitlement and Tax Reform projected that spending
on low-income entitlements excluding Medicaid would remain a constant and
very small fraction of the economy after the year 2000.

WHAT DOES IT MEAN TO HAVE SPENT "$5 TRILLION" ON "WELFARE PROGRAMS' SINCE
1964?

" Robert Rector of the Heritage Foundation has stated in congressional testimony
that "Since the onset of the War on Poverty, the U.S. has spent over $5.3 tril-
lion on welfare. But during the same period, the official poverty rate has re-
mained virtually unchanged." In order to arrive at the $5.3 trillion figure, "wel-
fare spending" must be broadly defined to include spending on all means-tested
programs, even those programs that confer a significant amount of benefits on
families above the poverty line.

" Even if one accepts Rector's definition of "welfare spending," his figure suggests
that 16 percent of total federal spending over the past 30 years has been spent
on means-tested programs. Isolating the AFDC program, since 1964 spending
on AFDC totaled less than 1.5 percent of federal outlays.

* Rector's suggestion that "welfare spending" has accomplished little, as evi.
denced by his claim that the poverty rate has remained virtually unchanged,
misses several key points. First, between 1964 and 1973, when a strong econ-
omy was coupled with more generous antipoverty programs, the poverty rate
fell from 19 percent to 11 percent. Second, the upward drift in the poverty rate
over the past 15 years appears rimarily to reflect changes in the economy-
most notably, declining wages. Third,athe official poverty rate data only meas-
ures cash income. It does not include benefits from poverty programs that pro-
vide benefits in-kind such as Medicaid, and food and housing programs. Yet the
bulk of the increase in antipoverty spendingin recent decades has been in the
in-kind programs. These programs cannot be said to have failed in reducing
poverty when they are not counted in measuring poverty.

WHAT IS TIlE VALUE OF BENEFITS PROVIDED TO AFDC FAMILIES?

" In 1994, the average AFDC family of three was eligible for a maximum of $415
per month, or $4,980 per year, in cash assistance. Combined AFDC and food
stamp benefits for the average AFDC family of three was $664 per month
(about $8,000 a year), or about two-thirds of the poverty line.

* About three-quarters of families receiving AFDC do not live in subsidized hous-
ing. These families must pay for food, clothing, shelter, and transportation with
a family income that averages between $8,000 and $9,000 per year for a family
of three, depending on whether the family also receives benefits through the
Special Supplemental Nutrition Program for Women, Infants and Children
(WIC), the school lunch and breakfast programs, and the Low-Income Home En-
ergy Assistance Program (LIHEAP). When one factors in the average amount
that AFDC families that do receive housing assistance appear to save on hous-
ing costs, even these families remain below the poverty line.

TOTAL SPENDING ON MEANS-TESTED PROGRAMS

According to the Congressional Research Service (CRS), federal, state and local
governments spent a total of $290 billion in 1992 on programs that target their ben-
efits or services on low-income people. Federal spending on these programs totaled
$208 billion, or about 1 percent of total federal outlays. The programs on the CRS



list include cash assistance, medical aid, nutrition assistance, education funding,
housing assistance, job training, and energy aid.

The largest component of the federal spending on low-income programs was medi-
cal aid, mainly composed of Medicaid. Medical' aid comprised 38 percent of federal
spending on means-tested programs. With the exception of the earned income credit
which is growing as a result of the expansion passed in the 1993 Omnibus Reconcili.
ation Act Medicaid expenditures are expected to grow faster between 1994 and 1999
than any other means-tested entitlement program. Non-medical related spending on
means-tested programs totaled $129 billion in 1992, or nine percent of total federal
spending.

While the CRS list provides useful information on expenditures for low-income
programs, the programs included in its analysis go far beyond the popular image
of "welfare." The list includes many programs that provide services, not income as-
sistance, to low-income people. Programs such as the Job Training and Partnership
Act (JTPA) and Head Start do not provide cash, food, housing, or similar aid to help
poor families purchase basic necessities.

Many of the programs on the CRS list serve people who do not receive AFDC, in-
cluding the working poor. In fact, many of the recipients of these programs are in
low- or moderate-income households whose incomes are above the poverty line. For
example, in tax year 1996, the earned income credit will provide benefits to families
whose incomes fall below $28,600 or about 177 percent of the poverty line for a fam-
ily of four. Similarly, the WIC program provides nutrition assistance to recipients
whose family incomes equal up to 185 percent of the federal poverty line. And re-
duced-price school meals are provided only to children from families with incomes
between 130 percent and 185 percent of the poverty line. Por children do not re-
ceive them.

The CRS list includes programs that are both entitlements and discretionary. En-
titlement programs provide benefits to anyone who meets tie eligibility criteria
while discretionary programs are only able to serve as many eligible individuals as
resources appropriated to the programs allow.

LOW-INCOME ENTITLEMENT SPENDING

As Table 1 indicates, the federal government spent $177 billion in 1994 on means-
tested entitlement programs.' Table I also shows (for programs for which such data
are available) the percentage of spending in each program that goes to families re-
ceiving AFDC and to elderly and disabled people. most of this spending did not go
to AFDC families. Of note:

" Only about 16 percent of Medicaid spending the largest means-tested entitle-
ment program-is spent on health care for AFDC recipients. The average cost
of Medicaid services for a child receiving AFDC is only about one-quarter the
cost of caring for an elderly Medimaid recipient and about one-seventh the cost
of caring for a disabled individual.

• Spending on AFDC (including AFDC benefits, JOBS, emergency assistance,
Title IV-A child care, and the portion of child support enforcement costs attrib-
utable to AFDC families), food stamp benefits for AFDC families, and Medicaid
spending on AFDC families constitute only about five percent of total entitle-
ment spending and about one-quarter of means-tested entitlement spending.

" Spending on low-income elderly and disabled persons constitutes a much higher
percentage of total means-tested entitlement spending, about 46 percent.2

'Congressional Budget Office, "rhe Economic and Budget Outlook: Fiscal Years 1996-2000,"
January 1995.2 To determine the proportion of food stamp benefits that went to elderly and disabled persons
and AFDC recipients, data from Characteristics of Pood Stamp households, Summer 1992 is-
sued by the U.S. Department of Agriculture was used. Data on the distribution of Medicaid ex-
penditures are from the Urban Institute report, "Medicaid Expenditures and Beneficiary Trends,
1988-1993" by John Holahan, [)avid Liska, and Karen Obermaier. The Food Stamp data do not
indicate the amount of food stamps that go to elderly and disabled individuals. Instead, the data
indicate the value of food stamp enefits that go to households including an elderly or disabled
person. Thus the full value of food stamp benefits going to these households are included in the
calculation of the proportion of food stamps benefits that go to elderly and disabled people. This
leads to an overstatement of the proportion of food stamp benefits that go to these individuals.
However, the estimated proportion of food stamp benefits going to ,'iderly and disabled persons
represents only 4 percent of the estimated total value of means-tested entitlement benefits going
to elderly and disabled people. Similarly, the entire value of food stamps that go to households
that also receive AFDC is included in the calculation to determine the proportion of food stamp
benefits going to AFIC families. Because some households that receive AFDC include some
members who are not a part of the AFIC unit, this also leads to an overstatement of the propor-
tion of food stamp benefits going to AFDC families. Finally, it should be noted that benefits
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It also is important to consider the extent to which growth in means-tested enti-
tlements is projected to contribute to the overall growth in entitlement spending.
The Bipartisan Commission on Entitlement and -'ax Reform estimated that by
2030, total entitlement spending would grow from 12 percent to 21 percent of Gross
Domestic Product.3 This owth is driven primarily by Social Security, Medicare and
Medicaid, not non-medica~smeans-tested programs such as AFDC or rood stamps.

" Social Security spending is projected to rise from about 4.8 percent of GDP in
1994 to 6.7 percent in 2030" while Medicare spending is projected to rise from
about 2.3 percent of GDP to 7.7 percent.

" Medicaid, which is means-tested, also is expected to rise as a percentage of GDP
because health care costs are expected to continue to grow rapidly. In 1994,
Medicaid spending totaled 1.2 percent of GDP and is projected to rise to 3.1 per-
cent by 2030.

" The Commission projected, however, that after 2000, spending on non-medical
means-tested entitlement programs would grow at the same rate as the econ-
omy, remaining at about 1.5 percent of GDP (see Figure 1).4 There are reasons
to believe that this overstates the actual size of these programs. For example,
the Congressional Budget Office estimates that the sub-category of entitlements
other than Social Security, health care, and federal retirement programs will
shrink as a percentage of GDP from 2000 to 2005.

These figures make clear that thoughtful reform is needed to control the costs of
entitlement spending. It is a mistake, however, to look toward non-medical means-
tested entitlements as the culprit of long-term entitlement growth.

going to elderly and disabled people are not wholly independent of benefits going to AFDC fami-
lies. An AFDC household could include a member who receives SSI. In such a cast, the family
member that receives SSI would not be included in the AFDC unit and, therefore, would not
actually be an AFDC recipient, but the family would receive income from both the AFDC and
SSI programs. Furthermore, a household that includes an AFDC unit might also include an el-
derly or disabled person who might be part of the food stamp unit.3 The Gross Domestic Product is a measure of the size of the overall economy.

4The Bipartisan Commission on Entitlement and Tax Reform did not compute a separate usti-
mate of the growth rate of non-medical means-tested entitlement spending. The Commission did
project that all entitlements other than Social Security, Medicare, Medicaid, and federal retire-
ment benefits would grow at the same rate as the economy after 1999. In 1994, non-medical
means-tested entitlement spending comprised 60 percent of spending on entitlements other than
Social Security, Medicare, Medicaid, and federal retirement payments.
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Table 1: Federal Means-Tested Entitlement Programs. 1994
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DISCRETIONARY SPENDING ON LOW-INCOME PROGRAMS

Just as spending on means-tested entitlements is not the source of the projected
growth in federal spending, neither is spending on discretionary programs for low-
income people. In 1995, about $63 billion was appropriated for low-income discre-
tionary programs about one-eighth of total discretionary appropriations. These in-
clude education, nutrition, health, employment, and housing programs that target
their services or benefits on low- and moderate-income people.

Overall support for these programs is well below what it was prior to the budget
cutbacks of the early 1980s. 5

While funding for low-income programs has decreased overall, the need for the
programs has increased. Since 1981, the number of poor people needing assistance
has risen. In 1993, the most recent year for which data are available, 39.3 million
Americans lived in poverty, 7.5 million more than in 1981. While the number of poor
people may have edged down somewhat since 1993, it is certain to be well above
the 1981 level.

One way to measure the extent to which funding for low-income discretionary pro-
grams has kept pace with need is to consider the ratio of spending on these pro-
grams to the number of poor people. (Many of these programs serve low-income peo-
ple whose incomes are well above the poverty line. Thereibre, such a comparison is
only illustrative.) The increase in the number of people living in poverty, coupled
with the reductions in funding for low-income non-entitlement programs, has re-
sulted in a sharp reduction in funding per poor person. Between 1981 and 1995,

5 Total appropriations for low-income non-entitlement programs are 39 percent below fiscal
year 1981 levels, after adjusting for inflation. Much or this decline, however, results from reduc.

ions in appropriations for low-income housing programs. Because housing programs "spend-out"
their appropriated funds over many years, this drop in appropriations has not resulted in a re-
duction in outlays on housing assistance programs. When housing programs are removed from
the comparison, the overall reduction since 1981 in appropriations 'or low-income non-entitle-
ment programs is seven percent. I

FIGURE 1:
FEDERAL ENTITLEMENT SPENDING AS A PERCENT OF THE ECONOMY
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funding for low-income, non-entitlement programs other than housing programs fell
by about 25 percent per poor person. 6

WHAT DOES IT MEAN TO RAVE SPENT "$5" ON WELFAREE PROGRAMS" SINCE 1964?

In congressional testimony presented on January 13, 1995, Robert Rector of the
Heritage Foundation stated that "Since the onset of the War on Poverty, the U.S.
has spent over $5.3 trillion on welfare. But during the same period, the official pov-
erty rate has remained virtually unchanged ...7

To come to a figure of $5.3 trillion, "welfare spending" has to be broadly defined
to include any means-tested program, including programs in which a significant
amount of the benefits go to families above the poverty line. As noted earlier, such
a definition goes far beyond the common conception of "welfare." Furthermore, when
considering what such a figure means, it is important to place it in context.

" Between 1964 and 1994, the federal government spent a total of more than $31
trillion (in 1993 inflation adjusted dollars). Total GDP over that period equaled
almost $143 trillion.8

" Even if one accepts Rector's definition of "welfare spending," his figure suggests
that 16 percent of total federal spending-and 4 percent of total GDP-over the
past 30 years was spent on means-tested programs.

" Combined federal spending since 1964 on AFDC, Medicaid, SSI, and the major
nutrition entitlement programs totaled about $2 trillion. While this is a large
dollar amount, it amounts to less than 1.5 percent of total GDP and about 6.6
percent of total federal outlays over that period. 9

" Spending on AFDC alone over this 30 year period totaled less than 1.5 percent
of federal outlays.

Rector also suggests that this spending has been of little worth because he claims
the official poverty rate has remained virtually unchanged since the War on Poverty
began. This statement is problematic for several reasons.

First, a large fraction of this spending consists of programs that assist families
without increasing their cash incomes. Since non-cash benefits are not counted in
the official measurement of poverty, the effects of these programs do not show up
in the poverty statistics. This, therefore, provides no evidence that such rograms
are ineffective. For example, programs like food stamps help families purchase food
but do not reduce officially measured poverty. Similarly, Medicaid does not increase
a recipient's cash income, but it does provide an important service and should not
be considered a "failure" because it does not affect the official poverty statistics.

Moreover, many programs that assist low-income people were not designed to fos-
ter self-sufficiency or help families work their way out of poverty. For example, Med-
icaid does not provide skills training for recipients; rather, it provides health care
coverage for many people who could not otherwise afford it. Medicaid should not be
expected to reduce poverty rates directly.

The WIC program provides another example of a highly successful means-tested
program that does not directly reduce the official poverty rate. The WIC program
provides coupons for specific foods to low-income pregnant and postpartum women,
infants and children under age five. To be eligible for WIC, low-income women, in-
fants and children must be found to be at nutritional risk for medical or dietary rea-
sons. WIC is widely regarded as one of the most successful of all federal programs.
A multi-year, national evaluation conducted by the U.S. Department of Agriculture
during the Reagan Administration found that WIC markedly reduces infant deaths,
low birthweight, and premature births. WIC also is associated with higher immuni-
zation rates and increased use of prenatal and pediatric care. 10

6For this analysis, the 1993 poverty populaton-the last year for which data are available-
was used when considering the level of 1995 discretionary funding per poor person.7 Robert Rector, Testimony before the Subcommittee on Human Resources of the Ways and
Means Committee, U.S. House of Representatives, January 13, 1995

81n this section, all dollars are presented in 1993 dollars using the GDP implicit price
deflator. By using 1993 dollars, the numbers are comparable to those used in Rector's testimony.

gThe Congressional Budget Office mandatory spending category entitled "Family Support"
was used for the calculation of total AFDC spending. The Family Support category includes
AFDC cash payments as well as the child support enforcement program, emergency assistance,
child care expenditures for AFI)C recipients, and the "at-risk" child care program which pro-
vides child care subsidies to low-income working families.

10 While Medicaid and WIC do not reduce poverty directly, these programs may reduce poverty
in the long-run. For example, by improving the health status of children, these programs may
enable children to learn more effectively and to grow up to be more productive workers. It is
impossible to predict what the poverty rate would be today if such programs had not been imple-
mented.



Also of note, some programs that do provide cash assistance provide benefit levels
so low that they reduce the severity of poverty hut do not lift households out of pov-
erty. The average AFDC family of three receives maximum benefits equal to 42 per-
cent of the poverty line. Even if one uses an unofficial measure of poverty that con-
siders the value of noncash assistance such as food stamps, free school lunches, and
housing aid in addition to cash assistance such as AFDC or.SSI, these combined
benefits often are not enough to lift the poor above the poverty line. For example,
only about 18 percent of the poor were lifted above the poverty line by cash assist-
ance, food stamps, and housing aid in 1992.11 These programs, however, reduced the
depth of poverty for many more poor people. In fact, these benefits reduced the "pov-
erty gap -the total amount by which the incomes of poor families fall below the
poverty line by some 42 percent in 1992.12

In addition, it is not accurate to portray the poverty rate as remaining "virtually
unchanged" since the War on Poverty began. When strong economic growth, leading
to real wage growth across the income distribution, was coupled with more generous
antipoverty programs, poverty did respond. Between 1964 and 1973, the poverty
rate fell from 19 percent to 11 percent, and the number of poor people dropped by
more than 13 million.

Since 1977, however, the poverty rate has drifted upward. In 1977, some 11.6 per-
cent of the population was poor. In 1993, the poverty rate stood at 15.1 percent. The
years 1977 and 1993 are appropriate years to compare because they came at similar
points in the economic cycle.

The major factor behind the upward drift in poverty appears to he fundamental
shifts in the economy and not excessively generous anti-poverty programs. Since the
late 1970s, falling wages and declining J')b opportunities for lower-skilled workers
contributed to rising poverty rates.' 3

" In 1979, some 12.1 percent of full-time year-round workers earned too little to
lift a family of four out of poverty (1977 data are not available). By 1993, some
16.2 percent of these workers had earnings this low. The average hourly wages
for non-supervisory jobs also fell by 14 percent from 1977 to 1993, after adjust-
ing for inflation.

" Similarly, in 1993, the proportion of families with children in which the head
of the household worked but the family was still poor stood at 11.4 percent; by
contrast, in 1977, some 7.7 percent of such families were poor.

In addition to declining labor market prospects for those at the bottom of the in-
come spectrum, changes in family structure have contributed to the increase in pov-
erty. Female-headed families were both a larger proportion of all families and of
poor families in 1993 than in thu late 1970s. At the same time, however, the effect
of the growing number of female-headed families on poverty trends in the past 20
years is sometimes exaggerated. During this period, the average size of female-head-
ed families became smaller and poverty also increased among two-parent families.
As a result of these and other trends, the proportion of poor people living in female-
headed families has remained fairly steady since the late 1970s. Census data show
that 37.2 percent of all poor people lived in female-headed families in 1977. In 1993,
this figure had increased only modestly to 39.4 percent.

A weaker safety net also has contributed to the rise in poverty for some groups.
In 1993, fewer than one in every seven children who were poor before receipt of gov-
ernment benefits was lifted from poverty by cash benefits.' 4 In 1979, nearly one in
five children who was poor before receipt of cash benefits were lifted from poverty
by them. (These data are not available for 1977.)

11 In this analysis, the value of food stamps and housing assistance are considered income.
This is not the way the official poverty statistics are calculated by the Census Bureau. The data
presented on the antipoverty effectiveness of means-tested programs are based on information
in the 1994 Green Book, U.S. House of Representatives, Committee on Ways and Means, pp.
1171.2.

n2 The poverty gap is calculated by adding together the amount by which every poor person's
income falls below te poverty line.

13 For discussions of the importance of declining wages and increased income inequality on
poverty rates, see "Why Were Poverty Rates So High In The 1980s," Rebecca Blank in Poverty
and Prosperity in the USA in the Late 20th Century, [)emitri Papadimitriou and Edward Wolff,
eds., and "Do Today's High Poverty Rates Reflect Economic or Demographic Changes," Sheldon
Danziger and Peter Gottschalk, presented at the Association for Public Policy Analysis and
Management Annual Research Conference, October 1994.

14 This decline in the proportion of children raised from poverty by government benefits is
likely to reflect the combined effect of benefit reductions and wage erosion. Declining wages left
many working families with children further below the poverty line, thus reducing the chances
that the combination of wages and government benefits would lift them to the poverty line.
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WHAT IS THE VALUE OF BENEFITS PROVIDED TO AFI)C FAMILIES?

There is often confusion surrounding the issue of the value of benefits families
on AFDC receive, with some claiming that these families receive typically receive
benefits totaling $15,000. The income most recipients have to meet their basic needs
is, in fact, modest, leaving families well below-, he poverty line.

" In 1994, the average AFDC family of three was eligible for a maximum of $415
per month, or $4,980 per year, in cash assistance.1 Nearly three-quarters of all
AFDC families included three or fewer members.

* Most AFDC families also receive food stamps. A family of three that received
$415 in AFDC benefits would receive about $249 in food stamps.'8

" Together, an average AFDC family of three receives a maximum of $664 per
month, or $7,968 per year, in food stamp and AFDC benefits. This represents
two-thirds of the poverty line.

" Average AFDC and food stamp benefits combined have fallen by more than one-
quarter over the past two decades and have now receded to the level of AFDC
benefits alone in 1960, before the food stamp program was created.

AFDC recipients, however, do receive other benefits and services in addition to
food stamps. Most notably, AFDC recipients are "categorically eligible" for Medicaid.

Medicaid provides an important service to AFDC families. However, it is inappro-
priate to count Medicaid costs as "income" for families on AFDC. Medicaid payments
go to doctors and hospitals, not AFDC recipients, and cannot be used to meet basic
expenses such as food, shelter and clothing. Furthermore, a family that has numer-
ous medical problems and, consequently, produces higher Medicaid costs for the gov-
ernment does not have more "income" with which to pay rent than a similar family
receiving AFDC that does not have such high medical expenses. Including Medicaid
in the calculations of the income available to AFDC recipients would be inconsistent
with how other health assistance is described; most employed individuals do not
consider the value of their employer-provided health care coverage when stating
their income level. And few favor including the value of such coverage in their tax-
able income.

In addition to Medicaid, some AFDC families receive nutrition assistance through
the WIC program, the School Lunch Program, the Low-Income Home Energy Assist-
ance Program (LIHEAP), and subsidized housing. Unlike Medicaid (which provides
medical insurance), these programs are more like cash assistance they help families
meet monthly budgets. But benefits in WIC, the school lunch program, and LIHEAP
are modest. And while housing benefits are larger, most AFDC families do not re-
ceive them. Only one-quarter of AFDC recipients receive housing assistance. AFDC
recipients may participate in other programs. such as education or training pro-
grams, but these do not typically provide cash or cash-like assistance.

The three-quarters of families receiving AFDC who do not receive housing assist-
ance must pay for food, clothing, shelter, and transportation with a family income
that averages between $8,000 and $9,000 per year for a family of three, depending
on whether the family receives WIC, free school reals, and LIHEAP. When one fac-
tors in the average amount that AFDC families receiving housing assistance appear
to save on housing costs, even these families remain below the poverty line.1 7

CONCLUSION

While many point to government spending on low-income programs as the cause
of rising entitlement costs and budget deficits, non-medical means-tested programs

16This was calculated by taking the weighted average of the maximum AFDC benefit- levels
for a family of three in each state in 1994. The number of AFDC families with three members
in each state in 1992 (the last year for which the data are available) was used as the weight.
The weighted median maximum AFIDC benefit fur a family of three was a very similar $420
per month. The weighted average of the maximum AFDC benefit for a family of three is higher
than the maximum benefit in the median state. In the median state, the maximum AFDC bene-
fit for a family of three equals $366. The weighted average figure is higher because a number
of larger states such as California have higher-than-average benefit levels. Furthermore, the
higher a state sets the AFDC maximum benefit level, the more families will meet the eligibility
criteria.

16 This figure was calculated using the average shelter deduction for food stamp households
that also receive AFDC.

17 An average AFDC family of three that received housing assistance would pay an estimated
$100 per month for housing related costs. The average US. household with income between
$5,000 and $10,000 spends $345 per month on housing. Thus, at first glance the housing assist-
ance appears to effectively increase the family's income by $245. However, because food stamp
benefits are partially determined by a family's housing costs, the food stamp benefits of a typical
AFDC family of three that receives housin assistance would be reduced so that the housing
assistance effectively raises an AFDC family s income by an estimated $206 per month.
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are not exploding in cost nor do they provide excessive benefits to poor families.
Nearly all agree that the welfare system needs fundamental reform, but
misperceptions about "welfare" spending should not drive the policy debate.

PREPARED STATEMENT OF ORIN G. HATCH

I would like to thank you, Mr. Chairman, for scheduling this series of hearings
on welfare reform. The subject of welfare reform is a complex one with a myriad
of consequences for so many Americans, and it deserves a thorough examination.

If there is one thing that every member of Congress agrees on, it is that there
is something wrong with the current welfare system. It is severely broken and needs
to be fixed. $he welfare system today is destructive. It destroys self-esteem, families,
and personal responsibility. These are hardly, in my view, positive outcomes of pub-
lic policy.
Tday we are here to focus on what the broad policy goals of welfare reform

should be. I believe that the overriding goal of welfare reform must be the protection
of our children and our families. Any welfare system must support the American
family and facilitate that family's transition from dependence to self-sufficiency. The
goal of our welfare system should not be to provide a permanent means of support
for succeeding generations in the same family. If this often lamented cycle of pov-
erty continues, we will have failed miserably in our reform efforts.

To do this, we must design a welfare system that is transitional. We should de-
sign a system that measures success in terms of families and individuals becoming
tax payers, not tax recipients. We should focus on outcomes, not process and paper-

In looking to help American families become self-sufficient, we should emphasize
work and preparation for work, including education, training, and job placement
services. And, we should not ignore the need for support systems such as child care.

We must also design a system that will effectively deliver services and set prior-
ities for a demographically diverse nation. I believe that in the past, we have sorely
underestimated the ability of states to develop effective approaches. I do not believe
that Washington bureaucrats and politicians can address the needs of Utah's low
income citizens better than Utahns can. I just do not believe it. And, I think it is
time we trusted our state leaders enough to turn over the resources to them to try.

Mr. Chairman, again, I want to thank you for embarking on this methodical ex-
amination of our current policies and delivery systems. I look forward to working
with you and the members on both sides of this committee to develop legislation
that will get hack to what welfare reform means-strengt hening our families and
assisting them to become self-sufficient and independent.1 look forward to develop-
ing a system that will help recipients to stand on their own two feet, not one that
simply encourages codependence on government programs.

PREPARED STATEMENT OF LAW\RENC M. MEAD

I am a Professor of Politics at New York University and, currently, a visiting pro-
fessor at the Woodrow Wilson School at Princeton University. I have been research-
ing and writing about welfare reform and welfare employment programs for about
twenty years. I am pleased to testify in these crucial hearings on the future of wel-
fare in America. I an also delighted to see Republicans in the seats of power in Con-
gress for the first time in forty years.

Below, I describe what I take to be the main problems with welfare and what
Washington should do about them. I understand "welfare" to mean chiefly Aid to
Families with Dependent Children (AFDC), the main federal-state family welfare
program. I think that raising work levels among adult recipients is the most feasible
goal for reform, and that the best way to accomplish this is to reform the Job Oppor-
tunities and Basic Skills Training Programs (JOBS), the welfare employment pro-
gram already attached to AFDC.

I sympathize with the current proposals of House Republicans to curb AFDC eli gi-
hility and limit time on the rolls, but these would cut welfare rather than use the
program, as it could be used, to improve the lifestyle of the seriously poor. I oppose
proposals to block-grant welfare to the states, as the effect could be to disestablish
JOBS and remove the chief pressure to reform now bearing on the states. While
'ome states would reform on their own, liberal states with the largest caseloads,
such as New York and California, probably would not. Welfare reform-if it is to
be serious-must be led from Washington.
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W14AT IS TIE WELFARE PROBLEM?

For most people, in and out of government, two things are most worrisome about
welfare-the extent of dependency and the fact that many of the recipients are long-
term.

The welfare rolls has recently grown rapidly. After 15 years of stability, the num-
ber of AFDC recipients jumped 29 percent between 1989 and 1993. Today, about 14
million people or 5 million families live on AFDC.[1I Welfare would not be worri-
some if people sLayed on the rolls only briefly, to recover from disruptions such as
divorce or the loss of employment. Indeed, about half the people who ever go on wel-
fare arc off it within two years. However, the recipients on the rolls at a given time
tend to be long-term. Over half of them are due to spend 10 or more years on wel-
fare, if one counts repeated spells.[2]

The growing prevalence of dependency, and prolonged dependency, seem to be due
in tuin mostly to two other forces:

* Unwed pregnancy: 53 percent of AFDC mothers in 1992 had never been mar-
ried, a rate far above the average for the population.

* Nonwork: When surveyed, only 6 percent of AFDC mothers report working,
even Fart time, a rate far below the norm for mothers, including single moth-ers.[F3

Uiwed pregnancy is the main social force driving the recent increase in the rolls,
whereas the earlier "welfare boom" of the 1960s and early 1970s was due more to
a breakdown nf the stigma surrounding welfare, to the willingness of more mothers
who were already eligible to claim their benefits. It is mothers who go on welfare
before marriage, especially as teenagers, who are the likeliest to say on the rolls
for years. Lack of steady employment is what chiefly differentiates welfare mothers
from sir--le mothers not in poverty, most of whom work full-year and flill-time.141

If Weaire mothers had commonly been married, worked regularly for a living
alongside welfare, and stayed on welfare only briefly, AFDC would hardly be con-
troversiLi. It is because the facts are otherwise that the welfare debate focuses most-

ny on reducing unwed pregnancy and raising work levels.
Other xelfarc issues are less pressing. Conservatives say that welfare is costly-

hut the expense is minor alongside that of Social Security and other middle-class
programs, csD- cially if one omits Medicaid, the large welfare health program, whose
spending goes mostly to the elderly. Conservatives also point to "fraud and abuse,"
!he fact that sFne recipients are ineligible and some benefits are overpaid-but, due
to the fcderoi "quality control" campaign, the overpayment rate was only 5 percent
in 1991,[51 far below what prevailed twenty years ago during the previous welfare

x plosion.
Some liberals, on the other side, make ai issue of inadequate benefits, the fact

that AFDC in most states leaves welfare families well below the poverty line. But
low income is itself largely the product of the same forces that drive AFDC, espe-
cially nonwork. It is commonly thought that poor families are forced onto welfare
by the los, cf breadwinners. But among the black poor, who include most long-term
welfare recipients, most families are poor before the parents split up as well as
after, -,imply because the parents seldom work regularly.61

The public v aits policymakers to focus on unwed pregnancy and work issues.
Suiies whov th.M, most Americans seek to help the needy, but they oppose the"abuses" ao..iatcdwith welfare, especially unwed pregnancy and nonwork by wel-
fare adults. People want to help families in distress provided the adults show that
.he', -ire "deserving," above all by seeking to work. To the voters, the welfare issue
is about moral.. not economics. Americans are not offended by the cost of welfare
peor so, but neither will they approve further redistribution to the needy unless more
poor aduwts ,vork regularly. In fact, they are willing to spend more on welfare than
we do, ',at only if doing so will turn it into a work program.[71 Voters endorse the
ida of a social contract--of demanding obligations such as work from the able-bod-
ied in return for aid. This ideal has animated most welfare reform thinking for the
last i.cade.[8J

REDUCING UNWED PREGNANCY

But can the forces behind growing welfare be stemmed? Conservative analysts say
that unwed pregnancy is the greatest evil in welfare, the cause not only of depend-
ency but other social ills.[9] On all sides, people call for a "family policy' that would
soive this rtlem.

flut we have no such policy. The great fact is that neither policymakers nor re-
searchers h&w; found any incentive, benefit, or other intervention that can do much
" cut th: unwed pregnancy rate. Ex erimental family programs, even the most in-
tensive, sho)w little impact on unweN childbearing among young welfare mothers,



the group most responsible for grow ng dependency. It is much easier to keep these
mothers in school or put them to work than it is to keep them from getting preg-
nant.[101

Some conservatives respond that it is hopeless to deter pregnancy as long as
unwed mothers are assured of welfare . They advocate the abolition of welfare or,
at least, denial of support to unwed mothers. But advocates of this view have not
shown that the welfare system much to do with the rate of unwed pregnancy. The
level of welfare benefits does affect dependency among eligible women, but influ-
ences on illegitimacy are slight. Studies from the 1980s do show stronger effects
than earlier research, but the effects are still small.Ill] It is possible that the total
abolition of welfare would change behavior more, but there is no way to know this
in advance.

There is even less reason to think that time limits would deter illegitimacy. To
the disadvantaged teens most at risk of dependency, two years is an eternity. The
distant knowledge that one cannot draw aid forever is unlikely to deter them from
the risky sexual behavior that now gets them in trouble. Most likely, the effects of
cuts and time limits would be, not to reduce unwed pregnancy or raise work levels,
but to cause unwed mothers to seek out sources of support other than welfare or
steady employment. "'hey would probably live with other family members and, in
many cases, cases money from illegal sources such as drug dealing.[ 121

Cuts and time limits are also politically risky. They conflict with the humani-
tarian side of the public mind mentioned above. According to polls, most Americans
oppose ending aid if it would mean taking children away from mothers. And while
a majority support a two-year limit on aid, they do so only if it is clear that the
recipients could support themselves by working. Indeed, if the recipients work, most
people feel that aid need not be time-limited. The public much prefers to turn wel-
fare into a work program rather than cut it back.( 131

Nonetheless, I still have some sympathy with cuts and time limits. Welfare is in
crisis. Radical change is essential. Government may need to underline the value of
personal responsibility through curbing aid even if the deterrent effect is doubtful.
M ost states have capital punishment because people feel it is justified for heinous
offenses, even though one cannot show that it reduces crime. I only say that the
likely effects of cuts and time limits will be symbolic. Congress should not expect
sharp reductions in female-headedness, and it should expect opposition from some
voters and well as advocacy groups.

WORK REQUIREMENTS

To demand that adult recipients work is a better way to reform welfare. It fits
public attitudes, and it is something ve know how to do. These are reasons why,
for most of the last generation, "welfare reform" has largely meant adding work re-
quirements to AFDC. Congress first voted work requirements in 1967 and has since
strengthened them several times, most recently in the Family Support Act tFSA)
of 1988.

Some analysts say that it is tougher to put the welfare poor to work today thati
previously because, in the last twenty years, real wages have not grown much, in-
comes have become more unequal, and real earnings have fallen for the unskilled.
But the loss of earnings is mostly among men with high school education or 1-3s,

and their problem results from a decline in working hours as well as lower wages
Wages among low-skilled women have not fallen, and they are the key group for
reforming welfare. The greater losers from recent trends have been highr-skilcd
workers, who have more difficulty today securing jobs that pay a middle-class in-
come.

What poor people need to escape poverty is mainly to work steadily at some legal
job. Stagnant wages have lowered the cost of workers to employers, and this helps
to explain why job creation in the last generation has been prodigious, outpacing
the growth in the labor force. This means that jobs probably could he found for as
many welfare adults as the nation desires to work, provided they enter the labor
force gradually.[ 141

Liberal analysts say that available jobs may not get a family off welfare or out
of poverty, but they exaggerate how often this occurs. If welfare mothers worked
ful time at the wages they could command, over three-quarters would ieave welfare,
meaning AFDC plus Food Stamps, and most of these would also escape poverty.
Even working half-time, a more realistic level, a third would leave welfare.f 151 The
majority of welfare mothers who leave the rolls already do so through workingJ161
and it appears that many more could do so.

The cry is that we have to "make work pay," but work already "pays." If it did
not, going to work would not reduce dependency and poverty as it dtes. The main
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economic problem for poor adults is low working hours, not low wages. There were
2 million adults who worked full-year and full-time in 1992 and still were poor, but
there were 14 million who did not work at all.[17] Even if working poverty were
more common, the first solution would still be to raise work levels among the oor.
For once they were working, government would be much more ready to help them.
While welfare is unpopular, Congress loves to help out struggling working people;
in recent years it has raised the minimum wage (again under consideration this
year), the Earned Income Tax Credit, and child care subsidies.

The key to raising work levels on welfare is reforming the JOBS program, the
welfare employment structure now linked to AFDC. Evaluations of JOBS and prede-
cessor programs show that they raise the earnings of their clients by as much as
49 percent, but only small reductions in dependency result, in part because the
gains are from such a low base.(18] Liberals conclude that there is little point in
making recipients work. Some conservatives conclude that work tests only pay hom-
age to the work ethic, that government must do something more drastic-such as
ending welfare or putting children in institutions-if it is to overcome poverty.f191

I think the effect of work programs has been underestimated. I recently analyzed
the determinants of the growth in state AFDC caseloads between 1989 and 1993.
Much of that growth was driven by rising unwed births and the economic recession
of those years. The same period, however, saw the implementation of JOBS. Accord-
ing to my estimate, AFDC growth in the average state over 1989-93 was reduced
by:

" One percentage point for every percent of we', are adults that a state had active
in the JOBS program in 1991.

" Another three-quarters of a point for every point by which thr act ve share rose
during 1991-3.

A tough JOBS program appears to he one reason why Wisconsin has reduced its
welfare rolls, despite generous welfare benefits.f20] Very likely, JOBS has operated
to restrain welfare growth nationwide.

Work programs also have positive effects at the level of the individual. It is good
for the development of low-income children if their mothers work, notwithstanding
the loss of childrearing time.[211 Welfare requirements like JOBS have even been
shown to reduce unwed childbearingf22] the very problem that most family inter-
vention problems have failed to affect. So enforcing work would serve both the chief
goals of welfare reform.

Also, the evaluations of work programs ask mainly how much economic gain they
produce. The public wants welfare adults to work as a value in itself, whether or
not economic gains result. From this viewpoint, the main goal of reform is simply
to raise the level of activity among the adults--the share that are working, looking
for work, or preparing for work in some way. This the programs achieve. When work
programs of the 1980s were evaluated, recipients subject to them were found to be
working, looking for work, or engaged in education or training at at least twice the
rate of equivalent clients subject to earlier programs.123l

HIlGH-PERFORMING WORK PROGRAMS

I conclude that the best single thing Congress can do to reform welfare is to
strengthen work requirements further. Research suggests that high-performing wel-
fare employment programs emphasize:

" High participation: clients must participate actively in the program, not simply
sign up.

* Actual work or looking for work, as against education or training.
" Tight administration, with clients closely supervised and sanctioned if unco-

operative.f24] In a recent study of JOBS in Wisconsin, I found that the highest-
Performing counties:

" vnmize d the delay between a client going on welfare and being referred to
JOBS.

" Enrolled high proportions of recipients referred to JOBS, not allowing them to
drop out.

" Placed high proportions of participants in motivational training and job search.
* Downplayed education and training in advance of work.
* Enforced these rules with case managers who followed up on clients closely.
* Minimized the use of government jobs.
In Kenosha County, the most exemplary program in the state, over a third of the

caseload still on welfare is working, and participants do not normally undertake
education or training until they are working part-time. Yet because of its high en-
rollment, the program still has more clients in remediation than lower-performing
counties.



Most analysts say that JOBS must choose between placing many people in avail-
able jobs and training them for better ones. The first course gets people working,
but only the second can get them permanently off welfare.[25] But in Wisconsin
counties I visited, the high performers in job entries also did well on job quality.
This is because, for the disadvantaged, simply working at available jobs is usually
worth more for getting a better job than education or training. Most welfare recipi-
ents have done too poorly in school to improve their skills much in the classroom.
Employers are more concerned that they show a steady work history, even if it is
in low-paying positions.[26]

It is true that programs that place more clients in jobs achieve marginally worse
rates of pay and retention in these jobs than programs that stress remediation, but
the effects are weak alongside the power of work demands to generate sheer num-
bers of job entries. Work-oriented Kenosha combines work with traininff and
achieves both job quantity and quality, while programs that aim at "better' jobs
show no comparable power to achieve job entries. In California. work-oriented River-
side outperforms by most measures Alameda and Los Angeles, which spend much
more on education and training.f27]

It is also said that welfare reform must cost more than welfare does now. But this
is true only if, as the Clinton welfare plan recommends, one spends unnecessary
sums on public jobs, training, or child care. Efficient programs such as Riverside
stress placement in available jobs with a ininimum of extras. They save significant
sums of money for government as well as performing better than skills-oriented pro-
grams.

IMPROVING WORK PROGRAMS

JOBS in most localities is a long way from the Kenosha or Riverside model now.
Congress' main goal during this reform effort should be to improve it. Neither the
Clinton nor House Republican proposals is sufficient.

In JOBS, regulations demand that clients he assigned activities at least half-time
and attend 75 percent of their assigned hours to be counted as participants. That
level of effort seems practicable. However, for purposes of calculating state partici-

ation rates, the base is only the employable adults, who are 44 percent of all wel-
fare adults, and a state may include recipients involved for less than 20 hours pro-
vided the average is 20. By the official measure, the average state participation rate
was 23 percent in 1993, hut the average rate of all welfare adults meeting the offi-
cial participation standard was only 10 percent.[28J

The standard for state participation is too low. FSA mandates 20 percent on a
monthly basis in 1995. That level translates into a majority of clients over a year,
well above the participation levels achieved prior to JOBS. But it is well below po-
tential. While the average state participation rate was 23 percent in 1993, Kenosha
achieved 50 percent as early as 1990.[29]

The form of participation downplays actual work. FSA stipulates that recipients
he assessed for employability prior to looking for work and does not mandate up-
front job search. It creates presumptions that welfare mothers under 20 who have
not completed high school will he put in educational activities in preference to work,
even if they have dropped out of school. Partly for these reasons, JOBS programs
in some states have diverted many recipients into remediation before they ever
sought work. Cities like New York have spent massively on education and training
with little te ,how for it.

The Clinton proposal would raise the participation floor in JOBS to 50 percent
using the existing participation measure, much its most constructive provision.
However, it seeks mainly to limit the time recipients can draw aid without working
to two years. What if anything the recipients would have to do before then is left
largely to states, so the connection of work and welfare remains loose. The Clinton
plan says that the "job-ready" must look for work up front, hut who is job-ready is
left to the states The big cities could go on allowing vast numbers to pursue higher
credentials, usually to little good, in place of working. The plan also exempts recipi-
ents horn before 1972. The Clinton plan does not match its own rhetoric about "end-
in welfare as we know it."

The work provisions of the Republican Personal Responsibility Act have shifted
during deliberations in the House. The rules were weakened at the behest of gov-
ernors seeking the block-granting of welfare, then toughened again. Currently, 50
percent of AFDC adults and 90 percent of adults in two-parent AFDC families
would have to be in "work or related programs" by 2003. The hours demanded for
participation would rise from 20 in 1996 to 35 by 2003.[30]

The participation rate is defined on a basis of all welfare adults, not just the "em-
ployable." This avoids the sophistries of the current participation measure, an im-



provement. I believe the 50 and 90 percent goals are feasible for localities by 2003
provided that "work and related programs" is defined to include remediation as well
as actual employment in public or private jobs. On the other hand, those terms
must not be understood sobroadly as to include activities or statuses that make no
demands on the recipients, or the work test could turn out to be no tougher than
now.

A 35-hour standard for participation is, I believe, too tough for welfare adults
other than parents in two-parent families. Perhaps most welfare mothers could get
off welfare if they worked full-time, but that is more effort than government can
expect, given that the mothers are usually disadvantaged and have child care re-
sponsibilities. Half time is more realistic, but this means that the majority of moth-
ers will need some ongoing supplementation even if they work.

Both the Clinton and Republican plans seek to enforce a time limit by guarantee-
ing work, but a guarantee is impracticable. The Clinton plan can assure work only
by exempting much of the caseload and providing government jobs to the rest, at
great expense. The Republican work program would not be limited to public jobs,
but states would still have to guarantee work to recipients for a year if eligibility
were time-limited before five years. The difficulties of that could prevent making the
work test real for much of the caseload.

Better to require the employable, not literally to work, but to work or look for
work, both of which involve serious demands. This way, employment is not strictly
required, but neither must it be guaranteed, and the pitfalls of large-scale govern-
ment jobs are avoided. No doubt, it would be difficult to send large numbers of re-
cipients out looking for jobs and monitor their compliance, but I judge from talking
to JOBS staff that this is easier than running a vast public jobs network.

IMPROVEMENTS IN JOBS

I would make the following changes in JOBS, and to achieve these should be the
main goals of the current round of reform. For state programs I would:

" Reduce the time permitted between initial receipt of welfare and the referral
of adults to JOBS to no more than a month.

" Eliminate up-front assessment and replace it wth up-front job search for all
adult recipients other than teen mothers still in school.

" Eliminate the presumptions in favor of remediation rather than work for teen
mothers who have dropped out of school.

* Change the participation measure to the percent of all welfare adults active in
JOBS and raise the general participation floor to 50 percent, with several years
of phase-in, with participation to include actual work, work search, and author-
ized remediation.

" Set standards for what shares of this participation must be devoted to actual
work and work search, as against remediation. Higher work levels would be de-
manded of states with low unemployment and with high proportions of their
population on AFDC. Details here should be left to regulations.

" Develop other performance measures for the quantity and quality of the jobs
achieved through JOBS., with some tie to funding, to create incentives for
states to get recipients entirely off welfare.

" Abandon the current requirement that 55 percent of JOBS funds be spent on
certain disadvantaged subgroups of recipients. Such labels do not well predict
who is employable, and targeting becomes less important as participation levels
rise.

For recipients, I would:
" Require that they work or look for work half-time for as long as they are on

welfare. Job search would last until clients were working at least half-time, and
would resume any time they left a job.
-Recipients with newborn children would be assigned to some form of local, un-

paid community service until the child turned 1, hut it would still be half-
time and monitored. For children born while on welfare, this period, as in the
Clinton plan, would be shortened to 12 weeks.

-Recipients who failed to find work within 8 weeks would be assessed and as-
signed either to renewed job search, unpaid work, or elementary remediation
if essential to any available employment.

-The only total exemption would be for recipients to establish eligibility for the
disability programs and leave AFDC.

* Impose this requirement as soon as mothers went on welfare in most cases. I
would allow a grace period of six months for mothers who were widowed, di-
vorced, or separated, but not unwed mothers.



" Allow education or training beyond the elementary only for those working at
least half-time. The only exception would be for teen mothers still in high
school.

" Strengthen the sanction for noncompliance with JOBS to the termination of the
entire welfare grant, as for other welfare offenses, not just the offender's share
of the grant.

BLOCK-GRANTING WELFARE

I am uncomfortable with dismantling national standards for welfare to the extent
House Republicans propose. I do not see a mandate in the recent election to do this.
The voters asked to make government more responsive and more functional, not to
devolve it to the local level. To improve welfare, I believe, requires changing the fed-
eral role, not abandoning it.

Arguments for devolution exaggerate the degree of control Washington now has
over welfare. States already control benefit levels in AFDC, and federal regulations
mostly have to do with quality control, child support , and work requirements.

The main effect of block grants would be to disestablish the JOBS program, which
has been the major force pushing states with large caseloads to reform. Money for
JOBs would be included in the block grant along with money for benefits, and bene-
fits would no longer be an entitlement to eligibles. It is possible that Congress and
state legislatures would continue to fund AFDC fully so that all eligibles were coy-
cred. Congress has done this with Food Stamps. Otherwise, JOBS funds could well
be eaten up by rising benefit needs. It would then be impossible to implement a se-
rious work pal icy, whatever work rules remained in federal law.

The devolution of welfare would not serve conservative values as some Repub-
licans think. Permissive versions of welfare are entrenched in a number of states
and cities, most notably New York. To eliminate national standards, even to curb
funding, would not end this liberal welfare, but perpetuate it, albeit with less fed-
eral support. Perhaps remaking welfare locally is the responsibility of states, but
the voters have failed to achieve that in New York, due to liberal lobby groups, an
impacted bureaucracy, and the influence of liberal politicians entrenched in the leg-
islature.t31] Albany continues to fund welfare policies that are probably more lavish
and certainly more permissive than New Yorkers want.t32] I doubt even the recent
election of a Republican governor and a Republican mayor of New York can change
this. Much the same appears to be true in California, Massachusetts, and other af-
fluent states.

To change welfare, ordinary New Yorkers need help from Washington-the sort
of tough work standards I have recommended. Republicans are too used to thinking
that federal domestic policies must inevitably be liberal. The GOP has held the
White House for most of the last generation, and has achieved growing power in
Congress. While the whole government has not yet fallen into Republican hands, it
is twenty five years since federal social policy was unambiguously liberal. Many
Democrats are starting to think that, as national policies have turned right, their
best chance of preserving a liberal social policy is at the state and local level.

The nation may be returning to the situation at the beginning of the century,
when Republicans also ruled Washington and the Progressive movement worked to
expand social programs in states and cities. The welfare state expanded from the
local level to the nation only when Democrats took over Washington in 1932. Now
that Republicans again hold national power, they should use it to chasten the over-
blown welfare systems of liberal states-not take the heat off by getting rid of na-
tional welfare policy.

In practical ways, much of the implementation of a national welfare policy can
be devolved to localities, and to nonprofit and even proprietary as well as govern-
ment agencies. To do that is part of what "reinventing government" requires.[33] It
is the standards, not the administration, of welfare that must be national. It is by
changing these rules, above all, that Washington can turn welfare into a work pro-
gram, which is what Americans want.

Decisions about who is eligible for aid and what they must do for it are not ob-
scure matters beneath the notice of Washington, like where to put a post office or
how much to spend on local schools. They express part of what one gets and gives
by being an American. They amount to an operational definition of citizenship. Re-
quirements like work tests enforce the common obligations that, as much as com-
mon rights, constitute what Americans understand as equality.[34] Decisions about
such norms must be national.

Americans, to judge from polls, want to help the needy wherever they live, not
only in their own communities. In return, they want these needy to adhere to com-
mon civilities, such as work, wherever they live. Americans must have a practical
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and a moral objection to the fact that a million people subsist on welfare in New
York City, even if they do not live there. To express this sort of popular will, a na-
tional welfare policy is indispensable.

The stakes are ultimately spiritual. The religious traditions of Americans, though
diverse as to creed, agree that the individual is a child of God. From that follows
immeasurable dignities and responsibilities, even beyond those of citizenship. Amer-
icans are called by their Creator to live out meaningful lives, obeying timeless prin-
ciples and fulfilling their personal destinies. Welfare policy cannot express ultimate
beliefs, but it must embody an image of the individual that is at least consistent
with this heritage. It must honor the person. Not to help people in distress or not
to expect them to function in minimal ways in return for support is deeply to dis-
honor them. The nation can express such convictions only if a national welfare pol-
icy endures.

A division lies at the heart of conservatism. Does one question government, or use
it for conservative ends? Traditionally, Republicans have opposed federal power,
seeking to free society and the economy from unjustified constraints. As long as the
national government was liberal, to do this was only prudent. But now that liberal-
ism is in retreat, antigovernment conservatism squanders an opportunity. The lead-
ing challenge of America today no longer is to preserve the free economy, crucial
though that is. Rather, it is to defend order against the social problems linked to
the seriously poor-crime, school failure, drug addiction, as well as dependency. Or-
dinary Americans want values such as the work ethic and law-abidingness upheld
by public as well as private authorities. When they say they want government to
work better, this above all is what they mean.

It is time for Republicans to claim the other half of their tradition-to use na-
tional power as appropriate to uphold social values. In doing this, they follow the
great governmental conservatives in their own past-Alexander Hamilton, Abraham
Lincoln, Theodore Roosevelt. Even Ronald Reagan used government as well as curb-
ing its pretensions. It was Reagan, and after him George Bush, who are chiefly re-
sponsible for the welfare employment programs we have today, which still affordour
best hope of transforming welfare. The way forward in welfare is to continue that
reform tradition, and not to abandon it.
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PREPARED STATEMENT OF ROBERT RECTOR

INTRODUCTION

The War on Poverty has failed. It has been thirty years since President Lyndon
Johnson launched his "unconditional war." But in most respects, the problems of the
poor, the underclass and the inner city have actually gotten worse, not better, in
the subsequent years.

This failure is not due to a lack of spending. In 1993, federal, state and local gov-
ernments spent $324 billion on means-tested welfare programs for low income
Americans. Welfare now absorbs 5% of GDP up from 1.5% in 1965 when the War
on Poverty began. Though Johnson declared that "the days of the dole are num-

4bered," welfare now involves an ever expanding share of the population. Today near-
ly one out of seven American children is enrolled in AFDC with Uncle Sam's welfare
check serving as a surrogate father. I About half of the children currently on AFDC
will remain on welfare for over ten years. 2

Swollen AFDC rolls are in turn a response to rising illegitimacy; two out of three
black children in the U.S. are now born out of wedlock, up from around 25% when
the War on Poverty began. Rapid increases in illegitimacy are also occurring among
low income whites; the illegitimate birth rate among white high school drop-outs is
48%. Overall, over 30% of American children are now born to single mothers.

The core feature of the U.S. welfare system, and its central problem, is that it
subsidizes and thus promotes self-destructive behavior. Specifically, the welfare sys-
tem promotes: non-work, illegitimacy, and divorce. Welfare, insidiously, creates its
own clientele; by undermining work ethic and family structure, the welfare state
generates a growing population in "need of aid." Welfare bribes individuals into
courses of behavior which in th,: long run are self-defeating to the individual, harm-
ful to children, and, increasingly, a threat to society.

A dramatic reform, reversing the trends of the last thirty years, is required. Real
reform would convert welfare from a one way hand-out into a system of mutual re-
sponsibility in which welfare recipients would be given aid but would be expected
to contribute something back to society for assistance given. A reformed system
must strongly discourage dependency and irresponsible behavior and encourage con-
structive behavior. It must firmly control soaring welfare costs which are slowly
bankrupting the nation. Finally, and most importantly, welfare reform must reduce
the illegitimate birth rate in the U.S. and promote the formation of stable two par-
ent families. Any "reform" which does not dramatically reduce the illegitimate birth
rate will not save money and will fail to truly help America's children and society.

True reform must be based on four specific goals:
(1) Controlling costs and providing state flexibility;
(2) Establishing Sensible Workfare;
(3) Reducing Illegitimacy;
(4) Fostering Moral and Cultural Renewal.

THE SCOPE OF THE WELFARE STATE

The federal government currently runs over 75 interrelated and overlapping wel-
fare programs. Many states operate independent state programs in addition to the
federal programs. (A list of major welfare programs is attached.) The welfare system
may be defined as the total set of government programs explicitly designed to assist
poor and low income Americans. Welfare assistance has three ostensible objectives:

(1) Sustaining Living Standards Through Cash and Non-Cash Transfers. Fed-
eral and state governments provide cash aid, food, housing and medica.l assist-
ance. These programs are intended to directly raise an individual's material
standard of living. Such aid directly substitutes for the private sector income
which the welfare recipient is presumed to be incapable of earning for him or
herself.

(2) Promoting Self-Sufficiency. A smaller number of government programs are
intended to increase the cognitive abilities, earnings capacity and living skills
of lower income persons. Typical programs in this category would include gov-
ernment job training programs for low skilled individuals or special education
programs targeted at disadvantaged persons.

(3) Aiding economically distressed communities. The federal government also
provides aid to governments in low income or economically distressed areas. The

I U.S. House of Representatives, Committee on Ways and Means, 1993 Green Book: Back-
ground Material and Data on Programs within the Jurisdiction of the Committee on Ways and
Means, (Washington, D.C.: U.S. Government Printing Office, 1993) p. 688.

2 Ibid., p. 714.
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nominal intent of this aid is to broaden the economic opportunities within the
community and thereby indirectly to benefit low-income persons who live there.

Targeted, Categorical, and Means-Tested Programs
An additional criterion for defining the welfare state is that welfare programs are

individually means-tested, community targeted, or categorical. Community targeted
programs provide assistance to communities which either have a high percentage
of poor and low income persons or are "economically distressed." Categorical welfare
programs provide aid to specific disadvantaged or needy groups such as migrant
farm workers, homeless persons, or abandoned children. 3

"Individually means-tested" programs also provide aid directly to low income and
poor persons. A wide variety of government programs such as cash, food, housing
and medical care can be "means-tested." Roughly 95 percent of total welfare spend-
ing takes the form of means-tested aid directly to individuals. Means-tested pro-
grams restrict eligibility for benefits to persons who have "means" (i.e. non-welfare
income) below a certain level. Individuals who have non-welfare income above a
specified cut off level cannot receive aid. Thus, Food Stamps and public housing are
"means-tested" programs, because benefits are limited to lower income persons. By
contrast, Social Security and public schools are not "means-tested." 4

Total Welfare Spending
Total federal and state spending on welfare programs was $324.3 billion in FY

1993. Of the total, $234.3 billion or 72% comes from federal Funding and $90 billion
or 28% comes from state or local funds. But these figures significantly understate
the role of the federal government in welfare. Many federal welfare programs re-
quire a state government contribution; in order for individuals within a state to re-
ceive aid from these federal programs, the state government must match or pay a
certain share of federal spending in the state on that program. Out of the total of
$90 billion in state and local welfare spending described in this paper fully $78.6
billion takes the form of state and. local contributions to federally created welfare
programs. Of total welfare spending of $324 billion, only $11.4 billion or 3.5% is
spending for independent state welfare programs.5
Categories of Welfare Spending

As noted, the welfare system theoretically is designed to promote three proclaimed
goals: to prop up material living standards; to promote self-sufficiency; and to ex-
pand economic opportunities within low-income communities. Federal and state gov-
ernments operate a variety of welfare programs to meet these goals. Such programs
include: cash aid programs; food programs; medical aid programs; housing aid pro-
grams; energy aid programs; jobs and training programs; targeted and means-tested
education programs; social service programs; and urban and community develop-
ment programs.

Cash Aid. The federal government operates eight major means-tested cash assist-
ance programs. Many state governments also operate independent cash programs
termed General Assistance or General Relief. Total cash welfare spending by federal
and state governments reached $71.5 billion in FY 1993.

Food Aid. The federal government provides 11 major programs providing food as-
sistance to low income persons. Total food aid to low income persons equalled $36
billion in FY 1993.

Housing Aid. The federal government runs 14 major housing programs for low in-
come persons. Many state governments also operate independent state public hous.
ing programs. Total housing aid for low income persons equalled $23.5 billion in FY
1993.

3 Although a categorical program will not have formal financial means-test (as described in
the main text), the nature of the group served as well as the method of operating the program
will result in the bulk of assistance going to low income persons.4 Some programs such as Guaranteed Student Loans are formally means-tested but the
means-test or income cut off is so high that the program benefits mainly the middle class. De-
spite the means-test, such programs should not be considered part of the welfare system, and
have not been included in the programs listed or spending totals calculated for this paper.

'Compri.hensive figures on independent state and local welfare spending are difficult to ob-
tain. It is possible that there is as much as $10 to $15 billion dollars in independent state and
local welfare spending which is not included in this report. However, even if this extra state
and local spending were included in the spending totals, the welfare system would still be over.
whelmingly federal in structure.



Medical Aid. The federal government runs 8 medical programs for low income per-
sons. Many states operate independent medical General Assistance programs. Total
medical aid equalled $155.8 billion in FY 1993.6

Energy Aid. The federal government operates 2 programs to help pay the energy
bills or to insulate the homes of persons with low incomes. Total spending equalled
$1.6 billion in FY 1993.

Education Aid. The federal government runs 10 programs providing educational
assistance to low income persons, disadvantaged minorities, or low-income commu-
nities. Total spending equalled $17.3 billion in FY 1993.

Training and Jobs Programs. The federal government currently operates 9 dif-
ferent jobs and training programs for low income persons, costing $5.3 billion in FY
1993.

Targeted and Means-Tested Social Services. The federal government also runs 11
programs providing special social services to low income persons. These programs
cost $8.4 billion in FY 1993.

Urban and Community Aid Programs. The federal government runs 5 programs
to aid economically distressed communities. These programs cost $4.8 billion in FY
1993.

A list of specific programs is provided at the end of the paper.

The Growth of the Welfare State
The welfare state, after remaining at low levels through the 1950's and early

1960's, has undergone explosive growth since the onset of the War on Poverty. In
inflation adjusted terms, welfare spending has grown in every year except one since
the mid-sixties.

" In constant dollars federal, state and local governments now spend 9 times as
much on welfare as in 1964 when the War on Poverty was beginning. Welfare
spending per capita in constant dollars is seven times as high as in 1964.

" After adjusting for inflation welfare spending per capita today is five times as
high as during the Great Depression when a quarter of the work force was un-
employed.

" Welfare spending is absorbing an ever greater share of the national economy.
In 1964 welfare spending equalled 1.23 percent of Gross Domestic Product. By
1993, spending had risen to 5.1 percent of GDP; This was a record high, exceed-
ing the previous peak set during the Great Depression.

* Welfare spending in FY 1991, FY 1992, FY 1993 exceeded defense spending for
the first time since the 1930's.

e There are repeated claims that Ronald Reagan "slashed" welfare spending. In
reality welfare spending grew during the 1980's, after adjusting for inflation. In
1993, per capita welfare spending in constant dollars was 43 percent higher
than when President Reagan took office in 1980.

* Contrary to some claims the growth in welfare spending has not been limited
to medical aid. In constant dollars, per capita cash, food and housing aid is now
31 percent higher than in 1980 and 4.6 times higher than in 1964.

a Since the onset of the War on Poverty, the U.S. has spent over $5.3 trillion on
welfare. But during the same period, the official poverty rate has remained vir-
tually unchanged; dependency has soared; the family has collapsed and illegit-
imacy has sky rocketed. And crime has escalated in direct proportion to the
growth in welfare spending.

GOAL 1: CONTROLLING VE1,FARE COSTS AND PROVIDING STATE FLEXIBILITY

The U.S. welfare system may be defined as the total set of government programs
explicitly designed to assist poor and low income Americans. The federal govern-
ment c-utintly runs at least 76 interrelated and overlapping means-tested well'are
prog--ams. 7 Many states operate independent state programs in addition to the fed-
eral programs. The welfare system includes: cash aid programs; food programs;
medical aid programs; housing aid programs; energy aid programs; jobs and training

this figure includes the share of Medicare which goes to persons with incomes below the
poverty level at a total cost of $15.5 billion. These funds largely represent the "Medicaid buy
in tj Medicare" by which the Medicaid system pays the premiums for poor persons to enable
then, to enroll in and receive benefit-, from Medicare.

Welfare programs included in this discussion include means-tested welfare programs as well
as a small number of federal programs targeted to economically depressed communities. Means-
tested programs are available only to poor and low income Americans. For example, Social Secu-
rity is not means-tested but Food Stamps is. For a list of major means-tested programs and
spending figures contact Will Lauber at the Heritage Foundation (202-546-4400). See also testi-
mony by Robert Rector before the Subcommittee on Human Resources of the House Ways and
Means Committee on January 13, 1995.



programs; targeted and means-tested education programs; social service programs;
and-urban and community development programs. Total federal and state spending
on means-tested welfare programs was $324.3 billion in FY 1993. Of the total,
$234.3 billion or 72% comes from federal funding and $90 billion or 28% comes from
state or local funds.

The welfare state, after remaining at low levels through the 1950's and early
1960's, has undergone explosive growth since the onset of the War on Poverty. In
inflation adjusted terms, welfare spending has grown in every year except one since
the mid-sixties. In constant dollars federal, state and local governments now spend
9 times as much on welfare as in 1965 when the War on Poverty was beginning.
Welfare spending per capita in constant dollars, is five times as high as in 1965.8

From the start of the War on Poverty in 1965 to the present, welfare spending
has cost the taxpayers $5.3 trillion in constant 1993 dollars. This is greater than
the cost of defeating Germany and Japan in World War II, after adjusting for infla-
tion.

Moreover, there is not even the faintest glimmer of "light at the end of the tunnel"
for the end of the War on Poverty. According to the Congressional Budget Office
total annual means-tested welfare spending will rise to $538 billion and 6 percent
of GDP by 1999. By that year the U.S. wifl be spending more than two dollars on
welfare for each dollar spent on national defense. While a major portion of the pro-
jected growth of welfare spending is for medical services, other programs will show
steady growth as well. For example, spending on cash, food, and housing programs
are projected to grow by over a third during the next five years.
Solution: End Welfare Entitlements, Convert Separate Means-tested Programs into a

Welfare Block Grant, and Cap the Growth of Welfare Spending at the Rate of
Inflation.

The long history of bogus welfare reforms, all of which were promised to save
money but did not, leads one to one obvious conclusion. The only way to limit the
growth of welfare spending is to do just that: limit the growth of welfare spending.
The welfare system must he put on a diet.

Welfare entitlements should be ended. Most separate federal non-medical welfare
programs should be eliminated and the funds should be pooled into a single welfare
block grant to the states. The future growth of federal non-medical means-tested
welfare spending should then be capped at 3 percent per annum. Comprehensive re-
form along these lines is provided in: "The Welfare Reform Act of 1994" (S.2134)
introduced by Senators Lauch Faircloth, Charles Grassley and Hank Brown and the
companion bill H.R. 4566 introduced by Jim Talent, Tim Hutchinson and Charles
Canady in the House of Representatives.

Similarly the entitlement nature of Medicaid should be eliminated. Medicaid and
other means-tested medical programs should be converted into a single medical
block grant for the states which would increase at the rate of medical inflation.
Block granting medical and non-medical means-tested programs and restricting the
growth in funding to the respective rates of inflation would save roughly $150 bil-
ion over the next five years.

By slowing the outpouring from the federal welfare spigot, such a welfare spend-
ing limit would gradually reduce the subsidization of dysfunctional behavior: de-
pendency, non-work, and illegitimacy. The spending controls would send a warning
signal to state welfare bureaucracies. Cushioned by a steady and increasing flow of
federal funds in the past, most bureaucracies have found no need to grapple with
the tough and controversial policies needed to really reduce illegitimacy and depend-
ency. With a cap on the growth of future federal funds, state governments would,
for the first time, be forced to adopt innovative and aggressive policies that would
reduce the welfare rolls.

While such a block grant approach would give the state governments infinitely
more flexibility than the current system, we should not have a system of "zero re-
sponsibility block grants." The use of federal block grant funds must be governed
by a few basic moral and structural principles established at the federal level. These
principles are discussed in goals two, three, and four below.

GOAl. 2: IREQclRING WORK

The growth of the welfare state has coincided with a decline in labor force attach-
ment. In 1960, among the lowest. income quintile of population, nearly two thirds
of households were headed by persons who worked. By 1991 this figure had fallen

8 Welfare spending per capita measures total welfare spending divided by the full U.S. popu-
lation.



to around one third, and only 11 percent had household heads who worked full time
throughout the year. Part of this decline in employment can be attributed to the
increasing number of retired elderly households in this income group, but an equally
important factor is the decline in labor force participation among non-elderly headsof households.

For a growing number of poor Americans, the existence of generous welfare pro-
grams makes not working a reasonable alternative to long-term employment. Dur-
ing the late 1960s and early 1970s, social scientists at the Office of Economic Oppor-
tunity (OEO) conducted a series of controlled experiments to examine the effect of
welfare benefits on work effort. The longest running and most comprehensive of
these experiments was conducted between 1971 and 1978 in Seattle and Denver,
and became know as the Seattle/Denver Income Maintenance Experiment, or"SIME/DIME.""

Advocates of expanding welfare had hoped that SIME/DIME and similar experi-
ments conducted in other cities would prove that generous welfare benefits did not
adversely affect work effort. Instead, the SIME/DIME experiment found that every
$1.00 of extra welfare given to low-income persons reduced labor and earnings by
$0.80. M The significant anti-work effects of welfare benefits were shown in all social
groups including single persons, married women, single mothers, and husbands. The
results of the SIME/DIME study are directly applicable to existing welfare pro-
grams: Nearly all have stronganti-work effects like those studied in the SIME/
DIME experiment.

Recent research by Dr. June ONeill of Baruch College in New York city has con-
firmed that higher welfare benefits increase the number of individuals who leave
the labor force and enroll in welfare. A 50 percent increase in monthly AFDC and
Food Stamp benefit levels was found to lead to a 75 percent increase both in the
number of women enrolling in AFDC and in the number of years spent on AFDC. II
In other words increases in benefits' value causes a dramatic expansion in welfare
caseloads.

Another extremely important research discovery by Dr. O'Neill is that high AFDC
benefits reduce the employment of young adult men in a community even though
few, if any, of these men are direct beneficiaries of AFDC payments. High AFDC
benefits were found to reduce the employment of young adult men in a community
by some 50 percent. The high AFDC benefit levels apparently affect the work behav-
ior of young men in two ways. First, high benefits reduce the probability of marriage
and thereby reduce the necessity for a young man to work to support a family. Sec-
ond, it is likely that many young single men who are boyfriends to single mothers
on AFDC indirectly share in the mother's welfare benefits; higher benefits thereby
reduce the male's need for work. 12

Solution: Establish Serious But Sensible Workfare and Recognize the Failure of Job
Training Programs

Welfare should not be a one way hand-out; at least some welfare recipients should
be required to perform community service in exchange for benefits received. How-
ever, workfare programs can quickly degenerate into an expensive boondoggle.
Workfare can reduce welfare costs and caseloads, but only if it is properly targeted.
Proper targeting means that workfare should be focused on those welfare recipients
who are most employable.

Therefore workfare requirements should be imposed initially on able-bodied, non-
elderly single persons on welfare, followed by fathers in two parent families on wel-
fare and absent fathers who fail to pay child support for welfare children. II After

SRI International, Final Report of the Seattle-Denver Income Maintenance Experiment, Vol.
1, Design and Results, (Washington, D.C.: SRI, May, 1983).

"I Gregory B. Christiansen and Walter E. Williams, "Welfare Fpmily Cohesiveness and Out
of Wedlock Births," in Joseph Peden and Fred Glahe. The Americai Family and the State (San
Francisco: Pacific Institute for Public Policy Research, 19861, p. 398.

1 M. Anne Hill and June O'Neill, Un derclass Behcv'ors in th, United States: Measurement
and Analysis of Determinants (New York City: City University of New York, Baruch College,
August 1993), research funded by Grant No. 88ASPE201A, U.S. Department of Health and
Human Services.

12 Ibid.
i For example, modest work requirements on males in the Food Stamp program have been

shown to significantly reduce welfare rolls, cutting welfare rost by nearly a third and imme-
diately saving several dollars in welfare expenditures for every dollar spent operating the work
program. See data on the San Diego Food Stamp workfarep,-ogram in U.S Department of Agri-
culture, Food and Nutrition Service, Office of Analysis and Evaluation, Food Stamp Work Reg-
istration and Job Search Demonstration: Final Report, Contract No. 53-3198-0-85, July 1986, pp.
169, 251.
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workfare has been put in operation for the preceding groups, those single mothers
on AFDC who do not have pre-school children should be required to work.

High daycare expenses mean that putting a single mother with a young child to
work in a community service work program costs roughly two to three times as
much as requiring a mother with an older child to work. Because work programs
inevitably operate within fixed budgets, an emphasis on workfare participation by
mothers with younger children leads to a sharp reduction in the total number of
persons who will be required to work. But around half of AFDC single mothers do
not have any pre-school children under age five. Workfare should be imposed on sin-
gle mothers with younger children under five only after most mothers with older
children have been required to work. (However, if an AFDC mother gave birth to
an added child after her initial enrollment in AFDC, that child would not exempt
her from work requirements even if the child were under age 5. This rule is needed
to prevent mothers from having additional children to escape the work require-
inert.)

Lt.!,!rts to promote self-sufficienc also must take into the record of complete fail-
ure in government training programs. A popular panacea in the welfare debate is
to provide education and job training to welfare recipients to enable them to obtain
,good jobs" and become self-sufficient. Unfortunately, despite over three decades of
experience the government has never been abk to run training programs which
raise the wage rates of welfare recipients by more than a tiny amount. For example,
the U.S. Department of Labor recently completed a controlled scientific evaluation
of its massive Job Training Partnership Act (JTPA) program. Labor's own evalua-
tion of JTPA showed the program had little effect on the wages of trainees. The av-
erage hourly wage of female trainees was raised by 3.4 percent; the hourly wages
of males were not increased at all. 14

The complete lack of effectiveness of government training programs is especially
salient given the very low cognitive ability levels of many mothers on AFDC. A re-
cent study by Child Trends, Inc. finds that mothers in the Aid to Families with De-
pendent Children program have significantly lower math and verbal abilities than
other women of the same ethnic group who were not enrolled in welfare programs.
When all U.S. women are ranked according to basic math and verbal skills, over
half of welfare mothers are found to have cognitive skill levels placing them in the
bottom 20 percent of the overall population. The study states: "The average aptitude
or achievement scores of welfare mothers are significantly below the mean of even
the lowest of the occupational classes." 15 The government can do little if anything
to alter these cognitive skill levels.

The very low cognitive abilities of welfare mothers coupled with the impotence of
government educational and training programs and the cost of child care underscore
the futility of reform schemes aimed narrowly at making unwed mothers employed
and self-sufficient. Rather than reforms aimed at enabling single mothers to "go it
alone," what is needed are more fundamental changes aimed at reducing illegit-
imacy and restoring marriage. Throughout history societies have understood a basic
truth: raising children is a difficult and expensive task which generally requires the
efforts of the mother and father bound by the commitment of marriage. It is very
difficult for a single parent to devote the great time and emotional effort needed to
raise a child while also working to support the family. The importance of marriage
and the contribution of both parents is intensified in the case of parents with low
personal skills and earning capacity.

GOAL 3: COMBATTING ILLEGITIMACY

Welfare's most ominous feature is its corrosive effect on family structure, driving
up illegitimacy which irn turn is a powerful factor contributing to almost all other
current social problems. President Clinton himself has acknowledged that family
disintegration is a leading cause of crime in the U.S. 16 The President has also ad-

4 U.S. Department of Labor, Employment and Training Administration, The National JTPA
Study: Title li-A Impacts on Earnings and Employment at 18 Months, Research and Evaluation
Report 93-C, Washington, D.C., U.S. Department of Labor, 1993.

1 Nicholas Zill, Kristin Moore, Christine Ward, and Thomas Stief, Welfare Mothers as Poten-
tiat Employees: a Statistical Profile Based on National Surrey Data, February 25, 1991, Child
Trends, Inc., 2100 M Strect N.W., Suite 610, Washington, D.C. 203037.

16 Transcript of Presidential Remarks, Office of the Press Secretary, the white House, "Re-
marks by the President to the 86th Annual Holy Convocation of the Church of God in Christ,"
Mason Temple Church of God in Christ , Memphis Tennessee, November 13, 1993.
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mitted that welfare plays a strong role in promoting illegitimate births and single
parent families. 17

The onset of the War on Poverty directly coincided with the disintegration of the
low-income family-the black family in particular. At the outset of the Second World
War, the black illegitimate birth rate was slightly less than 19 percent. Between
1955 and 1965 it rose slowly, from 22 percent in 1955 to 28 percent in 1965. Begin-
ning in the late 1960s, however, the relatively slow growth in black illegitimate
births skyrocketed-reaching 49 percent in 1975 and 68 percent in 1991. If current
trends continue, the black illegitimate birth rate will reach 75 percent in ten
years. 18 Rapid increases in illegitimacy are also occurring among low income whites;
the illegitimate birth rate among white high school drop-outs is 48%. Overall, 30%
of American children are now born to single mothers.

Scientific research confirms that welfare benefits to single mothers directly con-
tribute to the rise in illegitimate births. Recent research by Dr. C.R. Winegarden
of the University of Toledo found that half of the increase in black illegitimacy in
recent decades could be attributed to the effects of welfare. 19 Research by Shelley
Lundberg and Robert D. Plotnick of the University of Washington shows that an
increase of roughly $200 per month in welfare benefits per family causes the teen-
age illegitimate birth rate in a state to increase by 150 percent. 20 Dr. June O'Neill's
research has found that, holding constant a wide range of other variables such as
income, parental education, and urban and neighborhood setting, a fifty percent in-
crease in the monthly value of AFDC and Food Stamp benefits led to a 43 percent
increase in the number of out of wedlock births. 21

The collapse of family structure in turn has crippling effects on the health, emo-
tional stability, educational achievements, and life prospects of low-income children.
Children born out-of wedlock, when compared to those in intact families, are almost
twice as likely to exhibit anti-social behavior. They are a quarter to fifty percent
more likely to manifest behavioral problems such as anxiety, depression, hyperactiv-
ity, or dependence. 22 In regard to more extreme disorders, children deprived of a
two-parent home are two to three times more likely to need psychiatric care than
those in two-parent families. 23 And they are more likely to commit suicide as teen-
age rs.

When compared to adolescents from two parent families, adolescents from single
parent families are likely to begin sexual activity at younger age, thereby increasing
the chances of having a child out-of-wedlock as a teenager. 24 Absence of a father
also increases the probability that a child will use drugs. 25

Because the father plays an important role in a child's cognitive development,
children in single-parent families score lower on IQ tests and other tests of mental
ability. 26 Children in single-parent families are three times as likely to fail and re-
peat a year in grade school than are children in intact two-parent families. 27 They
are almost four times more likely to be expelled or suspended from school. 28 In all
respects, the differences between children raised in single-parent homes and those

17 National Broadcasting Company, Inc., NBC Nightly News, December 3, 1993, 6:30-7:00 PM.
Presidential interview with Tom Brokaw.

' U.S. Department of Health and Human Services, National Center for Health Statistics.
Note: The black illegitimate birth rate is available only from 1969 on. The pre-1969 black illegit-
imate birth rates were calculated using the very similar "non-white" rate.
19 C.R. Winegarden, "AFDC and Illegitimacy Ratios: A Vector Autoregressive Model, "Applied

Economics, March 1988, pp. 1589-1601.
20 Shelley Lundberg and Robert D. PIlotnick, "Adolescent Premarital Childbearing-, Do Oppor-

tunity Costs Matter?" June 1990, a revised version of a paper presented at the May 1990 Popu.
lation Association of America Conference in Toronto, Canada.

21 Hill and O'Neill, op. cit.
22 Deborah Dawson, Family Structure and Childrens tlealth: United States 1988, Data from

the National Health Survey, Series 10: No. 178, Hyattsville Maryland: U.S. Department of
Health and Human Services, Centers for Disease Control, National Center for Health Statistics,
June 19911.

23 Dr. Deborah A. Dawson, "Family Structure and Children's Health and Well-being: Data
from the 1988 National Health Interview Survey on Child Health," presented at the Annual
Meeting of the Population Association of America, Toronto, May 1990, Table 5.

24 Brent C. Miller and Kristin A. Moore, "Adolescent Sexual Behavior, Pregnancy and
Parenting: Research Through the 1980's" Journal of Marriage and the Family, November 1990,
p. 1028.

25 Nicholas Davidson, "The Daddy Dearth," Policy Review, Winter 1990, p. 43.
26 Marybeth Shinn, "Father Absence and Children's Cognitive Development," Psychological

Bulletin, Vol. 85, No.2 119781, pp. 295i-324.
27 Dawson, 1991, op. cit.
28 Ibid.
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raised in intact homes are profound, and the stark differences persist even if single-
parent homes are compared to two-parent homes of similar income level. 29

But the greatest tragedy is that children from broken homes when grown to
adulthood, will pass the same problems on to their own children. Weakened in their
own development, children from single-parent homes are markedly less likely to be
able to establish a stable married life when they become adults. Young white women
raised in single-parent families are 164 percent more likely to bear children out of
wedlock themselves and 111 percent more likely to have children as teenagers. If
these women do marry, their marriages are 92 percent more likely to end in divorce
than are the marriages of women raised in two-parent families. Family instability
and its attendant problems are passed on to future generations. 30 And being raised
in a single-parent family also triples the probability that a child will become a wel-
fare recipient as an adult.

One of the most visible and dramatic consequences of family break up is the in-
crease in crime. Recent research by Douglas Smith and Roger Jarjoura shows the
greater the percentage of single parent families with children in a neighborhood, the
higher the rates of violent crime and burglary. In striking contrast, the percentage
of low income families in a neighborhood was not related to the crime rate. The au-
thors conclude that the higher crime rates in black neighborhoods is largely caused
by the greater number of single parent families, not by the lower income of blacks. 31

Dr. June O'Neill's excellent research on underclass behaviors confirms the linkage
between crime and single arent families. Using data from the National Longitu-
dinal Survey of Youth, 0'Neill found that young black men raised in single parent
families were twice as likely to engage in crime activities when compared to black
men raised in two parent families, even after holding constant a wide range of vari-
ables such as family income, urban residence, neighborhood environment, and par-
ent's education. Growing up in a single parent family in a neighborhood with many
other single parent families on welfare triples the probability that a young black
man will engage in criminal activity. 32

Dr. O'Neill's research also shows that high welfare benefits are linked to high
crime rates among young black men. Holding constant a wide range of social and
economic variables such as urbanization, neighborhood, family background, and in-
come-O'Neill found that a 50 percent increase in the monthly dollar value of com-
bined Food Stamp and AFDC benefits led to a 117 percent increase in the crime
rate among young black men. 33 A reasonable interpretation of this finding is that
higher welfare benefits lead to an erosion of family structure, work ethic, and gen-
eral social norms and thus to higher crime within the community.

Solution: Limit Federal Welfare to Unwed Mothers, Establish a National Family Cap
Policy, and Promote Abstinence

The present welfare system, by paying young women to have children out of wed-
lock, encourages them in a course of action that in the long-term proves self-defeat-
ing to the mothers and harmful to both the children and society. Placing millions
of single mothers in work and training programs, will have little positive effect for
society as long as the illegitimate birth rate remains over 30 percent.

The well-being of American children requires policy changes which will not only
reduce illegitimacy and promote marriage, but will also encourage potential parents
to defer child-bearing until both the mother and the father have acquired the edu-
cation, job skills, andpersonal maturity needed to financially support a family and
properly nurture children. Above all, it is imperative to eliminate the wide array
of programs which subsidize and encourage young, poorly educated girls to have
children out-of-wedlock in the first place.

It has been a tragic mistake for the government to pay money to seventeen year
old girls on the condition that they have children out-of-wedlock. The government
should begin to address the illegitimacy problem b ending the disastrous present
policy of giving direct AFDC and Food Stamp benefits to unmarried mothers under
age 21. Applied prospectively, this limit would almost certainly result in a sharp
and substantial drop in future illegitimate births,

However, the government should not simply abandon aid to future children born
out-of wedlock; federal AFDC and Food Stamp funds which are currently given di-
rectly to unwed mothers under age 21 should be converted into an earmarked fund

21 Dawson, op. cit.; Davidson, op. cit.
30 Irwin Garfinkel and Sara S. McLanahan, Single Mothers and Their Children: A New Amer-

ican Dilemma (Washington, D.C.: The Urban Institute Press, 1986) p. 31.
31 Douglas Smith and G. Roger Jarjoura, "Social Structure and Criminal Victimization," Jour-

nal of Research in Crime and Delinquency, February 1988, pp. 27-52.
32 M. Anne Hill and June O'Neill, op. cit.
33 Hill and O'Neill, op. cit.
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for the states. State governments could use the funds to develop innovative new
policies for assisting those teenagers who continue to have children out of wedlock.
Such policies could include promoting adoption and supporting the mothers in tight-
ly supervised group homes, but federal funds could no longer be used to simply give
conventional welfare benefits to teen mothers.

The limitation on benefits should apply to all children born to young unwed moth-
ers one year or more after the date of enactment of the legislation. Three years after
enactment the age limit would be raised: AFDC and FoodStamp benefits would no
longer be available to women under age 25 who, in future years, have children out-
of-wedlock. The funds which ordinarily would have gone to these mothers would
again be provided to state governments as ear marked grants.

Out-of-wedlock births are primarily a tragedy of the young; two-thirds of all chil-
dren born out-of-wedlock are born to women under 25. Tragically, out-of-wedlock
birth and single parenthood are quickly becoming a normal "life style option" among
young women in many communities in the U.S. This proposed policy change would
eliminate much of the welfare aid which supports and encourages this self-defeating
and ultimately socially costly behavior. By initially focusing on younger unwed
mothers, the policy would seek to reduce illegitimacy first among those mothers
with the least prospects for supporting and successfully raising children. Eventually,
however, federal direct payments to unwed mothers at all ages should be elimi-
nated. (It should be noted that the proposed limitation applies only to federal funds.
Any state which wished to continue to give direct cash welfare to young unmarried
mothers would be free to do so with its own funds.)

A related reform should be to establish a national family cap. Under the current
welfare system, if a mother enrolled in AFDC bears additional children she receives
an automatic increase in her AFDC and Food Stamp benefits. There is no reason
to provide expanded welfare benefits to single mothers who have additional illegit-
imate children after they are already dependent on welfare. Recently, the state of
New Jersey enacted a reform which eliminated the automatic increase in welfare
benefits when a welfare mother gave birth to another child. Scientific evaluation
conducted for the state of New Jersey demonstrates a 19 to 29 percent drop in
births among unmarried welfare mothers during the first year following the enact-
ment of the family cap policy.

The federal government should also promote abstinence education as one aspect
of an overall plan to reduce illegitimacy. Scientific experiments have shown that
strong sexual abstinence curricula substantially change teenagers' attitudes toward
early sexual activity. Among girls taking abstinence courses, pregnancy rates have
been reduced by over 40% when compared to girls who have not taken the sex absti-
nence classes. 3 4 By contrast, programs promoting contraception may increase preg-
nancy rates.

Finally, the federal government should also encourage states to aggressively ex-
periment with abstinence related programs which provide cash rewards to at-risk
women for avoiding out-of-wedlock pregnancy. Such programs should be strictly lim-
ited to women who have a very high probability of becoming unmarried mothers and
should be scientifically evaluated to ensure that they have a cost effective impact
in reducing illegitimacy. 35

GOAL 4: REINFORCING WELFARE REFORM WITH MORAL AND CULTURAL RENEWAL

Serious welfare reform, as outlined above, is a necessary step in dealing with the
problems of the underclass and family disintegration-but it is not sufficient. Wel-
fare programs, by subsidizing self-destructive behavior have played a huge role in
promoting underclass problems. But welfare is not the sole cause of these burgeon-
ing problems: changing cultural values and norms concerning sexual behavior, mar-
riage, work, respect for others, and self control have also played a heavy role. 36

34 U.S. Department of Health and Human Services, Office of Adolescent Pregnancy Programs, 4

Final Report O.A.P.P. #000816-05, 1985-1990, p. 8.
35 Programs which provide rewards for pregnancy prevention should be limited to women who

have a high probability of becoming unmarried mothers, specifically: women who have below av.
erage math and verbal skills, who were themselves born out-of wedlock and who received AFDC
as children. Such an illegitimacy prevention program might be structured as follows: an at risk
girl could be enrolled in a prevention program at age 17 and informed that if she behaved re-
sponsibly and avoided pregnancy for the next four years she would receive a $4,000 reward. If
the young women avoided pregnancy, in each subsequent year a $1000 would be placed in a
escrow account. If the young women completed the full four year period without becoming preg-
nant outside of marriage she would receive the funds in the escrow account. If, however, she
became pregnant at any point during the four years, all the escrow funds would be forfeit.

3 Myron Magnet, The Dream and the Nightmare: the Sixties' Legacy to the Underclass, (New
York: William Morrow and Company, 1993).



Those seeking a comprehensive solution must look beyond reforming welfare pro-
grams and into the broader culture.

The plight of the underclass is rooted in behavior; behavior in turn is molded by
the cultural values and norms of low income communities and the larger society.
For the problems of the underclass to be solved, there must be a dramatic change
in behavior which, in turn, will require an enormous shift in underlying norms and
values. Policy makers must seek-to reanimate, within low income communities, the
ethical principles which are the foundation of successful society.

It is a chasm of values and behavior which today separates the underclass and
the chronically poor from the American middle class. Quite simply, there are three
rules for escaping from poverty in America: 1) Finish high school; 2) get a job, anyjob, and stick with it; 3) do not have children outside of marriage. Those who abide
by these rules of middle-class existence will not be chronically poor in the U.S.
Th ose who violate these rules are very likely to be trapped at the margins of our
society. They and their children will disproportionately become a burden and even-
tually a threat to the very society which supports them.

Policy makers seeking to reestablish sound norms and values within vulnerable
groups could do well to look to reforms of the past. Few people realize that 19th
century America fought several Wars on Poverty which, in contrast to the 20th cen-
tury version, were quite successful. These historic anti-poverty efforts were headed
by non-governmental institutions, primarily churches, who saw poverty as emanat-
ing from behavior and individual character.37 They took as their central task the
molding of character and self-discipline within vulnerable low income communities.
Typical of these earlier anti-poverty efforts was the Young Mens Christian Associa-
tion, YMCA, established as an instrument to combat urban crime. The YMCA saw
its mission as molding the moral character of the young: it successfully undertook
a struggle to win the hearts and minds of inner city youth of the 19th century.

Thelessons of the past are clear. Efforts to tackle underclass problems in the pre-
vious century succeeded because they were spearheaded by value-laden Protestant,
Catholic and Jewish religious institutions. By contrast, efforts to fight urban poverty
in the 20th century have failed in a large part because they relied on "value free"
government programs.

In grappling with the burgeoning problems of family disintegration, crime, and
dependence, we must fully utilize all the vital resources within society. History,
common sense and research all show that there is one neglected institution which
is ideally suited to lead this struggle of moral renewal in low income communities
and across the nation: the church. Research by Dr. Richard Freeman of Harvard
University shows that black inner-city youth who have religious values are forty-
seven percent less likely to drop out of school, fifty-four percent 12ss likely to use
drugs and fifty percent less likely to engage in criminal activities than those without
religious values. 3 Religious belief and practice have also been shown to greatly re-
duce pre-marital sexual activity among adolescent girls. 39 Studies also show that
young people who attend church have a positive affect on the behavior of other
y youngsters in their immediate neighborhood. The effect of young people motivated
by religious values is the exact opposite of the heavily publicized negative peer pres-
sure exerted by street gangs who suck the young into lives of aimless violence and
alienation. 40

The church is thus our strongest weapon in the war against family disintegration,
crime, drugs and despair in low income communities. Churches can clearly succeed
in tackling these problems where government has failed. Rather that relegating the
churches to the social periphery, we must unleash their energy, permitting them to
play a much greater role in educating and molding the character of youth.

Solution: Promote School Choice
The key to harnessing the church's untapped social strength is another crucial

public policy issue: school choice. Federal education funds should be converted into
block grants with at least a portion ear-marked for pilot choice programs in impov-
erished urban areas.

37 Marvin Olasky, The Tragedy of Am.erican Compassion, (Washington, ).C.: Regnery Gate-
way, 1992).

38 Michael Novak, The New Consensus on Fainily and Welfare, (Washington, D.C.: American
Enterprise Institute, 1987), p.34.

39Brent C. Miller and Kristin A. Moore, "Adolescent Sexual Behavior, Pregnancy, and
Parenting: Research through the 1980s," Journal of Marriage and the Family, November 1990,
pp. 1029.1030.

40 Anne C. Case and Lawrence F. Katz, "The Company You Keep: the Effects of Family and
Neighborhood on Disadvantaged Youths," National Bureau of Economic Research Working
Paper N. 3705, May 1991.
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Under the pilot program, poor parents should be given vouchers equivalent to the

sum which is spent 'educating" their children in the public schools. The parents
would be free to use the voucher to place their children into a school of their own
choice, including private religious schools. If voucher plans were put in place in
large cities, dozens of high quality private religious schools would immediately
spring up in each city operating as adjuncts of urban churches. Many low income
parents, struggling to save their sons and daughters from the social tide of violence,
drugs, and sexual promiscuity, would he overjoyed to place their children under the
firm moral tutelage of such church-related schools. And each school in turn would
function as a focal point of moral renewal emanating into the surrounding commu-
nitfiberals will argue that providing parents with vouchers which can be used in re-

ligious schools violates the First Amendment prohibition on establishment of reli-
on. This is untrue. The Supreme Court has clearly ruled in Mueller v. Allen and

Winters v. Washington State Department of Services for the Blind, that vouchers or
tax credits can be spent for religious education without creating constitutional prob-
lems. Just as a widow can place her Social Security check in the collection plate
of a church or synagogue, or a veteran can use funds from the GI bill to go to semi-
nary without violating the constitutional provisions against state-established reli-
gion, a poor parent may use educatiV vouchers to place a child in a religious school.
As long as the parent, not the government, decides where the voucher funds will
be spent, the government has neither advanced nor hindered a particular religion,
and there is no violation of the religious establishment clause of the First Amend-
ment. 41

To combat the growing problem of the underclass, we need a multi-dimensional
policy which harnesses all the vital forces in our society. But in the war against pov-
erty and violence, our most effective social weapon, the church, presently lies dor-
mant. Unlike Bill Clinton, Al Gore, and Jesse Jackson who are wealthy enough to
send their children to private schools, poor parents are left with the inert monopoly
of the public schools, institutions which can no longer adequately teach simple read-
ing, let alone serve as the focal point for moral transformation within underclass
communities. In grappling with the problems of dependence and the underclass,
education voucher programs for low income parents are an indispensable com-
plement to welfare reform.

41 See Clint Bolick, "Choice in Education: Part Il-Legal Perils and Legal Opportunities,"
Backgrounder 809, (Washington, D.C.: The Heritage Foundation, February 18, 1991), p. 8.
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THE U.S. WELFARE SYSTEM

MEANS-TESTED ASSISTANCE PROGRAMS AND AIl TO
ECONOMICALLY DISI RESSED COMMUNITIES

CASH AID

CASH 01) Aid to Famies wit tependen Children
Budget Account Number: 75-I50 1 -0-1-09
FY 1993: federal $13,767.2 million state S11.426.8 million

CASH 02) Supplemental Security Income
Budget Account Number. 75-0406-0-1-609
FY 1993: federal S22,642 million state $3,300 million

CASH 03) Genetl Assistance: Cash
Budget Account Number:. none
FY 1993: state $3.340 million (estimate)

CASH 04) Earned Income TaxCredit
Budget Account Number. 20-0906-0-1-409
FY 1993: federal S13,663 million

CASH 05) Foster Cam: Title lV E
Budget Account Number: 75-1345-1-1-506
FY 1993: federal $2,532.4 million state SI,779.352 million

CASH 06) Assistance to Refugees and Cubaw/Haitian Entrants
Budget Account Number 75-1503-01-609
FY 1993: federal $65.122 million

CASH 07) Emergency Assistance to Needy Families with Children
Budget Account Number:. 7-1501-0-1-09
FY 1993: federal $202.19 million state: $202.19 million

CASH 08) Adoption Assistance
Budget Account Number 7$-1545-1-1506
FY 1993: federal S273.392 million state S135.828 million

CASH 09) General Assistance to Indians
Budget Accomnt Number:. 14-210D-0--452
FY 1993: federal S106.114 million

MEDICAL AID

MEDICAL 01) Medicaid
Budget Account Number: 75-0512-0-1-551
FY 1993: federal $75.744 million state $56,051 million

MEDICAL 02) General Assistance: Medical Care
Budget Account Number none
FY 1993: state $5,204 million (estimate)

MEDICAL 03) Indian Health Services
Budget Account Number: 75-0390-0-1.551
FY 1993: federal $1,495.454 million

MEDICAL 04) Maternal and Child Health Services Block Grant
Budget Acvnt Number:. 75-0350-0-1-550
FY 1993: federal 664.30 million stae $423.6 million

MEDICAL 05) Community Heahh Centers
Budget Account Number: 75-0350-0-1-50

Y 1993: federal S551.80 million

MEDICAL 06) Medical Assistance to Refugees and Cuban/Haitian Entrants
Budget Account Number. 73-1.03-0-1-609
FY 1993: federal S98.043 million
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MEDICAL 07) Migrant Health Services
Budget Account Number: 75-0350-0-1 -50
FY 1993: federal 557.306 million

MEDICAL 08) W" 'icare for Persons with Incomes Below the Federal Poverty Threshold
Budget Account. oer None
FY 1993: federal S 16.500 million

FOOD AID

FOOD 01) Food Siam;
Budget Account Numbe. 12-3505-0-1-605
FY 1993: federal S23,577 million state 1.628 million

FOOD 02) School Lunch Program
Budget Account Number. 12.35394-I-605
FY 1993: federal 54,670.9 million

FOOD 03) Special Supplemental Food Program for Women, Infants, and Children (WiC)
Budget Account Number 12-3510-0-1-605
FY 1993: federal 52,846.S million

FOOD 04) The Emergency Food Assistance Program
Budget Account Number 12-36354-1-351
FY 1993: federal $163.4 million

FOOD 05) Nutrito Program for die Elderly
Budget Account Number. 12-3503-0-1-351
FY 1993: federal S573.939 million state 65 .007 million

FOOD 06) School Breakfast Program
Budget Account Number. 12-35394-0-605
FY 1993: federal S866.0 million

FOOD 07) Child and Adult Care Food Program (Means-Tested and Low-Income Component)
Budget Account Number 12-3539-0-1-605
FY 1993: federal $125.704 million

FOOD 08) Summer Food Service Prograrn for Children
Budget Account Number: 12-3539-0-1-605
FY 1993: federal $210.4 million

FOOD 09) Needy Families Food Distnbution Program (Commodity Food Distribution Program on Indian
Reservation in Lieu of Food Stamps)
Budget Account Number 12-3503-0 1-60S
FY 1993: federal S61.968 million

FOOD 10) Commodity Supplemenud Food Program (CSFP) for Mothers. Children. and Elderly Persons
Budget Account Number 12-35124-1-60S
FY 1993: federal 5110.58 million

FOOD 11) Special Milk Program (Free Segment)
Budget Acount Number: 12-3502-0-1-605
FY 1993: federal $1.44 million

HOUSING AID

HOUSINO 01)Section I Lower-Income Housing Assistance
Budget Account Number 86-01644--604; 6-0194-0-1-604
FY 1993: federal $13,2118 million

HOUSING 02) Low-Rent Public Housing
Budget Account Number: 86-0163-0- 1-604; 6-0164-41-604
FY 1993: federal $3,726.8 million

HOUSING 03) Section 502 Rural Housing Loans for Low-Income Families
Budget Accoun Number: 12-20114-1-371
FY 1993: federal 81,842.939 million

HOUSINO 04) Section 236 Interest Reduction Payments
Budget Account Number: 16-0148-0-1-604
FY 1993: federal $634.744 million



HOUSING 0) Section 5IS Rural Rental Housing Loans
Budget AccounN bet. 12-2081-0-1-371
FY 1993: federal S 857 million

HOUSING 06) Sect 21 Rural Rental Assistance Payments
Budget Account Nun 12-0137-0-l-604
FY 1993: federal S393 "2 million

HOUSING 07) Section 235 Homeownership Assistance for Low-Income Families
Budget Account Number 16-0141-0-1.604
FY 1993: federal 562.033 million

HOUSING 08) Section 101 Rent Supplements
Budget Account Number 860129-0-1-604
FY 1993: federal $55.1 million

HOUSING 09) Indian Housing Improvement Grants
Budget Accoumt Number 14-2301-0-1-452
F'Y 1993: federal S19.922 millba

HOUSING 10) Secton 504 Rural Housing Repair Loan Grants for Very Low-Income Rural Homeowners
Budget Account Number 12-2081-0-1-371
FY 1993: federal $1I.330 million

HOUSING II) Section 514 Farm Labor Housing Loans
Budget Account Number 12-2011-0-1-371
FY 1993: federal $16299 million

HOUSING 12) Section 523 Rural Housing Self-Help Tecinical Assistance Grants and Section 523 Rural
Housing Loans
Budget Account Number 12.2006-0-0-604 (grants); 12-2080-0-1-371 (loans)
FY 1993: federal SI 1.142 million

HOUSING 13) Section 516 Farm Labor Housing Grants
Budget Account Number 12-2004-0-l-604
FY 1993: federal S3.936 million

HOUSING 14) Section 533 Rural Housing Preservation Grants for Low-income Rural Homeowners
Budget Account Number 12-20704M1-604
FY 1993: federal $23 mlion

HOUSING 15) Public Housing Expenditures by State Governments
Budget Account Number none
FY 3993: state S2.856 (estimate)

ENERGY AID

ENERGY 01) Low-Income Home Energy Assistance Program
Budget Account Number: 75-1502-4-1-609
FY 1993: federal $1.311.961 million state $92.327 million

ENERGY 02) Weatberit.ion Assistance
Budget Account Number 19-0215-4-1-999
FY 1993: federal $182.368 million

EDUCATION AID

EDUCATION 01) Pelt Grants
Budget Account Number: 91-0200-0-1-502
FY 1993: federal $6,093.572 million

EDUCATION 02) Head Sa n
Budget Account Number 75-15364-1-506
FY 1993: fedeml S2.776.041 million stu $694 million

EDUCATION 03) Title One Grants to Local Education Authorities for Educationally Deprived Children
Under the Elementary and Secondary Education Act
Budget Account Number: 91-0900--1-501
FY 1993: federal $6,139.463 million
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EDUCATION 04) Supplemental Educational Opportunity Grants
Budget Account Number: 91-0200-0- 1-02
FY 1993: federal S581.101 million

EDUCATION 0) Chter One Migrant Education Program
Budget Account Numbe:. 91-0900-0-1-01
FY 1993: federal $302.77' million

EDUCATION 06) Specia' Programs for Students from Disadvantaged Backgrounds (TRIO Programs)
Budget Accow't Number: 91-02014-1-502
FY 1993: federal S388.165 million

EDUCATION 07) State Student Incentive Grants (SSIG) for Needy Students
Budget Acrount Number 91-020-0- I-2
F'Y 1993: federal $78.003 million state $78.003 million

EDUCATION 01) Fellowships for Graduate and Professiona Study for Disadvantaged Minorities
Budga Account Number 91-0900-4-l-502
FY 1993: federal S61.628 million

EDUCATION 09) Follow Through
Budget Accoumt Number. 91-1000-0-1-01
FY 1993: federal S8.478 million

EDUCATION 10) Even Start
Budget Account Number 91-0900-0-I-501
FY 1993: federal S90.122 million

JOBS AND TRAINING AID

TRAINING 01) Training for Disadvantaged Adults and Youth (JTPA II-A). Block Grant
Budget Account Number 16-0174-0-1.504
FY 1993: federal 31,691.7 million

TRAINING 02) Summer Youth Employment Progrem (JTPA II-B)
Budget Account Number. 16-0174-0-1-504
FY 1993: federal S949.412 million

TRAINING 03' Job Corps (JTFA-J
Budget Accotm., Ix %.aber 16-0174-0- 1-94
FY 1993- federal S49187 million

TRAINING 04) Senior Community Service Employment Program
Budget Account Number 16-01754-1-504
FY 1993: federal 389.046 miUion state 43.23 million

TRAINING 0) Job Oppommrity and Basic Skills Training (JOBS)
Budget Account Number 75-1509-M--S04
FY 1993: federal S736.500 million state $456.630 million

TRAINING 06) Foster Grandparents
Budget Account Number. 44-0103-0-1-506
FY 1993: federal S38.923 million state $8.95 million

TRAINING 07) Senior Companions
Budget Account Number 44.0 103-0-!-506
FY 1993: federal $14.571 million state S3.35 million

TRAINING 08) Migrant and Seasonal Farm Workers Training Program
Budget Account Number: 16-0174-0.I-504
FY 1993: federal 3711303 million

TRAINING 09) Indian and Native American Employment and Training Program
Budget Account Number: 16-0174-0- 1 -4
FY 1993: federal $61.171 million

SOCIAL SERVICES

SERVICES 01) Social Services Block Grant (Title XX)
Budget Account Number' 75-1634-0-1-506
FY 1993: federal $2,784.745 million state $2.200 million
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SERVICES 02) Community Services Block Grant
Budget Account Number: 75-1504-0-1-506
FY 1993: federal 5442.130 million

SERVICES 03) Leral Services Corporation
Budget Account Nu- er:20-0501-0-1-752
FY 1993: federal $3r..163 million

SERVICES 04) Emergency Food and Shelter Program
Budget Account Number: 55-0103-0.1-605
FY 1993: federal $125. 2 million

SERVICES 05) Soci Services for Refugees and Cuban/Haitian Enrants
Budget Accotml Number: 75-1503-0-1-609
FY 1993: federal 68.615 million

SERVICES 06) Title X Family Planning
Budget Account Number: 75-0350-0-1.550
FY 1993: federal S62.646 million

SERVICES 07) Volunteers in Sevice to America (VISTA)
Budget Accomt Number:. 44-0103.-0-506
FY 1993: feral S43.311 milIion

SERVICES 01) Tide Ill b Supportive Services Under the Older Americars Act
Budget Acmmt Number. 75-0142-0-I-506
FY 1993: federal S296.844 million

SERVICES 09) Daycare Assistance for Families "At-Risk" of Welfare Dependence
Budget Account Number: 75-1501--l-609
FY 1993: federal $264.316 million

SERVICES 10) Child Care and Development Block Grant
Budget Account Number 75-15150-1-609
FY 1993: federalS 92.711 million

SERVICES I) Child Care for Recipients (and E.Recipients) of AFDC
Budget Account Number:. 75-1501-0-1-609
TFY 1993: federal 5395.565 million

COMMUNITY AND DEVELOPMENT AID

COMMUNITY AID 01) Community Development Block Grant
Budget Account Numbec 86-0162-0-I-45l
FY 1993: federal $4,243.374 million

COMMUNITY AID 02) Urban Development Action Grant Program (UDAG)
BWget Account Number: 16-0170-0-t451
FY 1993: federal SWI.314 million

COMMUNITY AID 03) Economic Development Administration
Budget Account Number: 13-2050-0-1-452
FY 1993: federal $26.356 million

COMMUNITY AID 04) Appalachian Regional Development Program
Budget Account Number: 46-0200-01-452
FY 1993: federal S144.697 million

COMMUNITY AID 05) Legalization Impact Aid
Budget Account Number: 75-1502-0-1-506
FTY 1993: federal S325.642 million
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PREPARE) STATEMENT O- MIC11AE1, TANNEIR

Mr. Chairman, Distinguished Memhers of the Committee:
It is a pleasure to have the opportunity to appear hefire you today to address one

of the most serious issues facing America today--the need to reform our failed so-
cial-welfare system.

In discussing welfare reform it is important to understand the magnitude of thefailure that has been our welfare policy. Our welfare system is unfair to everyone:
to taxpayers who must pick up the bill for failed programs; to society, whose mediat-
ing institutions of community, church and family are increasingly pushed aside; and
most of all to the poor themselves, who are trapped in a system that destroys oppor-
tunity for themselves and hope for their children.

Since the start of the "war on poverty" in 1965, the United States has spent more
than $3.5 trillion trying to ease the plight of the poor. Yet, today, the poverty rate
is actually slightly higher than when we started.

If it was merely a question of wasted money, there would be cause for concern,
but no crisis. After all, the money that the government has wasted on welfare pales
in comparison to what it wastes on many other programs. However, the real welfare
crisis lies in what the system is doing to our society.

Consider some of the results of our welfare system:

Illegitimacy
In 1960 only 5.3 percent of births were out of wedlock. Today nearly 30 percent

of births are illegitimate. Among blacks, the illegitimacy rate is nearly two-thirds.
Among whites, it tops 22 percent. There is strong evidence that links the availabil-
ity of welfare with the increase in out-of-wedlock births.

Having a child out of wedlock often means a lifetime in poverty. Approximately
30 percent of all welfare recipients start because they have an out-of-wedlock birth.
The trend is even worse among teenage mothers. Half of all unwed teen mothers
Fo on welfare within one year of the birth of their first child; 77 percent are on wel-
fare within five years of the child's birth. More than half of AFDC, Medicaid, and
food stamp expenditures are attributable to families begun by a een birth.

The non-economic consequences of the increase in out of wecd' ick births are equal-
ly stark. There is strong evidence that the absence of a father increases the prob-
ability that a child will use drugs and engage in criminal activity.' Nearly 70 per-
cent of juveniles in state reform institutions come from fatherless homes.

Social scientists may dispute the degree of linkage between welfare and illegit-
imacy, but the vast majority agree that there is some connection. Even William
Galston, President Clinton's Deputy Assistant to the President for Domestic Affairs,
says that the welfare system is responsible for at least 15 to 20 percent of the family
disintegration in America. Others, such as Charles Murray, attribute as much as
50 percent of illegitimacy to welfare. I believe that any objective look at the avail-
able literature on this topic indicates a strong correlation between the availability
of welfare and out-of-wedlock births.

Of course women do not get pregnant just to get welfare benefits. It is also true
that a wide array of other social factors has contributed to the growth in out-of-wed-
lock births. But, by removing the economic consequences of a out-of-wedlock birth,
welfare has removed a major incentive to avoid such pregnancies. A teenager look-
ing around at her friends and neighbors is liable to see several who have given birth
out-of-wedlock. When she sees that they have suffered few visible consequences (the
very real consequences of such behavior are often not immediately apparent), she
is less inclined to modify her own behavior to prevent pregnancy.

Proof of this can be found in a study by Professor Ellen Freeman of the University
of Pennsylvania, who surveyed black, never-pregnant females age 17 or younger.
Only 40% of those surveyed said that theX thought becoming pregnant in the next
year "would make their situation worse.'I Likewise, a study by Professor Laurie
Schwab Zabin for the Journal of Research on Adolescence found that: "in a sample
of inner-city black teens presenting for pregnancy tests, we reported that more than
31 percent of those who elected to carry their pregnancy to term told us, before their
pregnancy was diagnosed, that they believed a baby would present a problem. .. "2
In other words, 69 percent either did not believe having a baby out-of-wedlock would
present a problem or were unsure. --

I Ellen Freeman et al., "Adolescent Contraceptive Use: Comparisons of Male and Female Atti-
tudes and Information," American .Journal of public Health, August 1980, p. 795.2 laurie Schwab Zabin, Nan Marie Astone and Mark Emerson, ")o Adolescents Want Babies?
The Relationship Between Attitudes and Behavior," Journal of Research on Adolescence 3, no.
1 (1993): 69.



Until teenage girls, particularly those living in relative poverty, can he made to
see real consequences from pregnancy, it will be impossible to gain control over the
problem of out-of-wedlock births. By disguising those consequences, welfare makes
It easier for these girls to make the decisions that will lead to unwed motherhood.

Current welfare policies seem to he designed with an appallingly lack of concern
for their impact on out-of-wedlock births. Indeed, Medicaid programs in 11 states
actually provide infertility treatments to single women on welfare. ,

l)ependence
While the average stay on welfare remains relatively short, nearly 65 percent of

the people on welfare at any given time will he on the program for eight years or
longer. moreover, welfare is increasingly intergenerational. Children raised in fami-
lies on welfare are seven times more likely to become dependent on welfare than
are other children. Professors Richard Vedder and Lowell Galloway of the Univer-
sity of Ohio, found that, if you compare two individuals with incomes below the pov-
erty level, an individual who does not receive welfare is two and a half times more
likely to be out of poverty the next year than an individual who receives welfare

Crime
The Maryland NAACP recently concluded that "the ready access to a lifetime of

welfare and free social service programs is a major contributory factor to the crime
problems we face today." 4 Welfare contributes to crime by destroying the family
structure and breaking down the bonds of community. Moreover, it contributes to
the social marginalization of young black men by making them irrelevant to the
family. Their role has been supplanted by the welfare Jneck.

Given this record of failure, I recommend that Congress
" In the long-term, Congress should end all federal funding of welfare. In the

short-term, Congress should end the entitlement status of welfare and return
control of welfare programs to the states with as few strings as possible. Con-
gress should resist the temptation to impose conservative mandates on the
states in lieu of liberal mandates.

" Begin the transition from government welfare to private charity by creating a
dollar-for-dollar tax credit for contributions to private charity.

" Make adoption easier. This includes eliminating barriers to transracial adop-
tion, including repeal of the Metzenbaum amendment passed last year.

" Tear down tax and regulatory barriers to economic growth and
entrepreneurism, particularly in high poverty areas.

End federal welfare programs
Congress should avoid the temptation to try to "reform" the welfare system. There

is no evidence that any of the reforms currently popular with either liberals or con-
servatives will be able to fix the system's fundamental flaws.

In particular, Congress should be skeptical of proposed "workfare" schemes. The
workfare concept is largely based on the stereotyped belief that welfare recipients
are essentially lazy, looking for a free ride. Not only is there no evidence to support
such stereotypes, but outside of certain defined subgroups such as AFDC-UP recipi-
ents, there is no evidence that workfare programs work,

The Manpower Demonstration Research Corporation conducted a review of
workfare programs across the country and found few, if any, employment gains
among welfare participants. Economists at the University of Chicago's Center for
Social Policy Evaluation reviewed the major studies of workfare and welfare-to-work
programs and found a consensus in the literature that "mandatory work experience
programs produce little long term gain." 5

Moreover, workfare jobs are not inexpensive. It is estimated that it will cost at
least $6,000 over and above welfare benefits for every workfare job created. This
represents a great deal of expense for very little gain.

At the same time, Congress should be equally skeptical of proposals for increased
job training. Again, there is little evidence that job training programs actually work.
A study by the General Accounting Office of 61 job training programs in 38 states
concluded that the programs "are helping recipients find only dead-end jobs, and are
failing to give the poor the education and training they need to advance."

3 Richard Vedder and Lowell Galloway, "The War on the Poor," Institute for Policy Innovation,
Lewisville, Tex., June 1992.4 John L. Wright, Marge Green, and Leroy Warren Jr., "An Assessment of Crime in Maryland
Today," Maryland State Conference of Branches, NAACP, February 1994.5 James Heckman, Rebecca Roselius, and Jeffrey Smith, "U.S. Education and Training Policy:
A Reevaluation of the Underlying Assumptions Behind the 'New Consensus,'' American Enter-
prise Institute, Washington, DC, March 7, 1994, pp. 33-34.
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Several job training programs have been particularly notable failures. The Fed-
eral Job Training Partnership Act was designed to boost the earnings of high school
dropouts. But a study in 1992 reported that those who had enrolled in the program
earned 8 percent less than those with no training. A study of the "Jobstart" training
program, which operated in 13 communities across the country found that the pro-
gram generated only "statistically insignificant" increases in earnings among par-
ticipants. As Fred Doolittle, director of Jobstart explains, "education and training
alone, as traditionally offered within the [federal job training program, are not
enough to make a real difference in these young people's lives. Of 5,000 Baltimore
area participants in the Agriculture Department's Food Stamp Employment and
Training Program, fewer than one percent found jobs through the program.

As the Manpower Demonstration Resources Project concluded the most optimistic
evidence from studies of job training programs, from the 1967 Work Incentive (WIN)
Program to the 1988 JOBS program, indicates that "caseload reductions have not
been dramatic and increases in people's standards of living have been limited." 6

Given that there is little likelihood that Congress will be able to "fix" the welfare
system, it should begin looking to the day when the federal government gets out
of the charity business. As a staring point, Congress should certainly end the enti-
tlement status of welfare. However, for the long-term, Congress should begin phas-
in out federal funding for the entire panoply of welfare programs.

Yn the short-term, Con ress appears to be nearing a consensus to send many wel-
fare programs back to the states in the form of block grants. If Congress decides
to take this approach, such block grants should be accompanied by few if any
strings. Congress should not attempt to devise a detailed "conservative' welfare pro-
gram, imposing conservative mandates in lieu of liberal ones. In particular, Con-
gress should avoid mandating work or job training requirements.
Establish a Dollar-for-Dollar Tax Credit for Contributions to Private Charity

If the federal government's attempt at charity has been a dismal failure, private
efforts have been much more successful. America is the most generous nation on
earth. We already contribute more than $125 billion annually to charity. However,
as we phase out inefficient government welfare, private charities must be able to
step up and fill the void. To help generate increased charitable giving, the federal
government should offer a dollar-for-dollar tax credit for contributions to private
charities that provide social-welfare services. That is to say, if an individual gives
a dollar to charity, he should be able to reduce his tax liability by a dollar. Since
current federal welfare spending is equivalent to 41 percent of the revenue gen-
erated from personal income taxes (for all major means-tested programs), the credit
could be capped at 41 percent of tax liability.

Private charities are able to individualize their approach to the circumstances of
poor people in ways that governments can never do. For example, private charities
may reduce or withhold benefits if a recipient does not change his or her behavior.
Private charities are much more likely than government programs to offer counsel-
ing and one-on-one follow-up rather than simply providing a check.

By the same token, because of the separation of church and state, government
wel are programs are not able to support programs that promote religious values
as a way out of poverty. Yet, church and other religious charities have a history of
success in dealing with the problems that often lead to poverty.

And, private charity is much morc likely to he targeted to short-term emergency
assistance than long-term dependence. Thus, private charity provides a safety net,
but not a way of life.

Private charities are also much better able to target assistance to those who really
need help. Because eligibility requirements for government welfare programs are ar-
bitrary and cannot be changed to fit individual circumstances, many people in genu-
ine need do not receive assistance, while benefits often go to people who do not real-
ly need them. More than 40 percent of all families living below the poverty level
receive no government assistance. Yet, more than half of the families receiving
means-tested benefits are not poor. Thus, a student may receive food stamps, while
a homeless man w.th no mailing address goes without. Private charities are not
bound by such bureaucratic restrictions.

Finally, private charity has a better record of actually delivering aid to recipients.
With al the money heing spent on federal and state social-welfare programs, sur-
prisingly little money actually reaches recipients. In 1994, for example, federal,
state and local government welfare spending averaged $35,756 for every family of
four below the poverty level. Obviously, the poor did not receive anywhere near this

"Judith Gueron and Edward Pauly, "From Work to Welfare," Russel Sage Foundation, New
York, 1991.
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amount of money. In 1965, 70 cents of every dollar spent by the government to fight
poverty want directly to poor people. Today, 70 cents of every dollar goes not to poor
people, but to government bureaucrats and others who serve the poor. Few private
charities have the bureaucratic overhead and inefficiency of government programs.
Make Adoption Easier

Recent discussion of orphanages has largely been a smokescreen designed to ob-
scure the failure of current social welfare policies. The purpose of eliminating wel-
fare is not to force children into orphanages, but to avoid bringing more people into
a cycle of welfare, illegitimacy, fatherlessness, crime, more welfare dependency, and
more illegitimacy.

Without the availability of welfare, there will be far fewer out of wedlock births
and far fewer children born into poverty. For those women who continue to bear
children they cannot afford to raise, most will be able to find financial assistance
through private charity. Still, a small minority may remain unable to financially
support a child. For these women, adoption must be a viable option. This will entail
eliminating the regulatory and bureaucratic barriers that restrict adoption today.

Chief among these is the need to remove any restrictions on transracial adoptions.
Last year's Metzenbaum Bill was originally designed to accomplish this. However,
under pressure from the social welfare industry, the language was amended to actu-
ally codify the practice of delaying adoption based on the race of the child and adop-
tive parents. Such practices by state adoption agencies should be explicitly prohib-
ited.

Second, there should be an earlier termination of parental rights (TPR) for chil-
dren placed in the foster care system. Parents should have a maximum of 12
months to reclaim custody of their children, after which the child should be eligible
for adoption. Children should not remain in the limbo of foster care for years be-
cause their biological parents refuse (or are unfit) to resume custody but will not
relinquish parental rights.

Third, federal funding of state foster care programs should be restructured to end"per day/per child" funding formulas that create incentives for states to keepchildren
in foster care rather than place them for. adoption. In addition, states who are un-
able to place a child for adoption within 30 days of TPR should be required to notify
private adoption agencies within the state of the availability of that child for adop-
tion. States that fail to do so, should receive no federal funding for their foster care
programs.
"Tear Down Barriers to Economic Growth and Entrepreneurism

Almost everyone agrees that a job is better than any welfare program. Yet, for
years this country has pursued tax and regulatory policies that seem perversely de-
signed to discourage economic growth and reduce entrepreneurial opportunities.
Government regulations and taxes are steadily cutting the bottom rungs off the eco-
nomic ladder, throwingmore and more poor Americans into dependency.

Someone starting business today needs a battery of lawyers just to comply with
the myriad of government regulations from a virtual alphabet soup of government
agencies: OSHA, EPA, FTC, CPSC, etc. Zoning and occupational licensing laws are
particularly damaging to the type of small businesses that may help people work
their way out of poverty. In addition, government regulations such as minimum
wage laws and mandated benefits drive up the cost of employing additional workers.
For a typical small business the tax and regulatory burden for hiring an additional
worker is more than $5,400.

Economist Thomas Hopkins estimates that the current annual cost to the econ-
omy of government regulations is more than $500 billion. That is $500 billion that
cannot be used to create jobs and lift people out of poverty.

At the same time taxes have both diverted capital from the productive economy
and discouraged job-creating investment. Harvard economist Dale Jorgenson est-
mates that every dollar of taxes raised by the federal government costs the economy
18 cents, leading to annual loss of $200 billion per year from our Gross National
Product. Moreover, tax rates are already so high that new taxes will cause even
greater losses to the economy. Jorgenson estimates, for example, that the 1994 Clin-
ton tax hike will cost the economy more than $100 billion over 5 years.

These figures do not include the estimated $600 billion that the American econ-
omy loses every year because of the cost of complying with our dizzyingly complex
tax system. In 1990 American workers and businesses were forced to spend more
than 5.4 billion man-hours figuring out their taxes and filing the paperwork. That
was more man-hours than was used to build every car, truck, and van manufac-
tured in the United States.
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A 1993 World Bank study of 20 countries found that countries with low taxes had
higher economic growth, more investment, greater increases in productivity, and
faster increases in living standards than high-tax nations. Perhaps that should be
a lesson for the United States. Instead of worrying about how to make poverty more
comfortable, Congress should concentrate on tearing down those regulatory and tax
barriers that help trap people in poverty.

Conclusion
We should not pretend that reforming our social welfare system will come easily

or painlessly. In particular, ending government welfare will be difficult for those
people who currently use welfare the way it was intended-as a temporary support
mechanism during hard times. However, these people-almost by definition-re-
main on welfare for very short periods of time. A compassionate society can find
other ways to deal with the problem of people who need temporary assistance to
get through hard times. But our current government-run welfare system is costly
to taxpayers and-more important-cruel to the children born into a cycle of welfare
dependency and hopelessness.
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STATEMENT OF THE NOW LEGAL DEFENSE AND EDUCATION FUND[ 1

Women in the United States are disproportionately poor. Ninety percent of fami-
lies on AFDC are headed by women; nearly half of those receiving general assist-
ance under state-funded welfare programs are women.

Poor women and their children are also identical in many respects to the rest of
the population. AFDC families average 1.9 children, the same size as the general
population. Further, AFDC recipients are not likely to have a child in order to get
additional welfare payments. According to Greg Acs of the Urban Institute, receipt
of AFDC has a "quite modest" impact on first births and out-of-wedlock births, while
other factors such as education and demographic characteristics are much more like-
I to significantly affect women's childbearing decisions.[2] Further, Acs notes that
the impact of supplemental AFDC for additional children on the decision to bear
children is "statistically insignificant."[3] In sum, "welfare simply does not appear
to be the underlying cause in the dramatic changes in family structure of the past
few decades."[4]

Before rushing to judgment about why women and particularly women of color are
more likely to be poor, Congress should examine the real lives of poor women. Rath-
er than punishment masquerading as "tough love," welfare reform should ensure
that these women are truly in a position to preserve their families, protect them-
selves, and move up and out of poverty.

AFDC and the state-level mother's pensions that preceded it were devised to help
single women care for their children in the home.[51 The alternatives at the time
were poorhouses and orphanages, where children were raised in group settings and
in dire poverty. Though the historic purpose of AFDC has sometimes been framed
as keeping poor widows out of the workforce[61-and indeed it was premised on a
recognition of the value of mother's caregiving and the need for the state to stand
in for the absent male breadwinner--AFDC has never replaced work in women's
lives. Mother's pension payments and AFDC benefits were too small to raise a fam-
ily. The program was =requently administered to deny benefits to poor women of
color, who continued to work in low-paying jobs as domestics, seamstresses or tran-
sient farmworkers. Today, the Institute for Women's Policy Research reports that
about 50 percent of women on AFDC work outside the home either concurrently
while receiving benefits, or during frequent stints in the workforce interspersed by
short periods on AFDC.[7] And of course, all women on AFDC are involved in
caregiving work for their families.

In short, there is little evidence that AFDC has undermined women's work ethic.
Indeed, states implementing welfare-to-work programs under the Family Support
Act have been unable to keeppace with poor women's dc-nand for job training. In
Georgia, for example, the PEACH program had a waiting list of 17,000 AFDC recipi-
ents. What has too often been missing from the Family Support Act equation is good
jobs, not women interested in working.

Though the AFDC prog,,ram has not generally supplanted the work ethic, it has
served a number of other functions, some of which its original proponents antici-
pated and some of which they did not. As it was intended to, AFDC has been central
to efforts to support children within their families. Further, despite elaborate eligi-
bility and reporting requirements, it has served as an economic safety net for
women who, despite admirable gains in the work force, still earn only $.70 for each
dollar earned by a man, and still suffer disproportionately when a marriage or rela-
tionship breaks up. Women almost always retain custody of the children, often bear-
ing the sole cost of their upbringing. After a break-up, women must struggle to sur-
vive in a work world where women are disproportionately relegated to part-time,
low-paying jobs without benefits, where even women who are able to earn enough
to feed, clothe and house their families cannot afford childcare costs, and where
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most employers still assume the employee's family care responsibilities are handled
by a wife at home. Given these realities, it is hardly surprising that American
women experience on average, a 73 percent decline in their standard of living with.
in tha first year after divorce.

AFDC permits women to hold their families together in the face of these difficul-
ties. Further, the AFDC safety net serves another crucial function: in this age when
violence against women is finally being recognized as a violation of women's civil
rights, the AFDC safety net allows women and children to leave abusive relation-
shi s before fear for their very lives forces them to flce8j

bile violence against women has reached epidemic proportions in all sectors of
the society, its role in the lives of poor women is devastating-and unfortunately
too little known. Indeed, even the General AccountinF Office has stated that the ex-
tent to which domestic violence inhibits poor women s participation in the job mar-
ket and in welfare job training and education programs "is generally unknown, and
few accepted national estimates are available. 191

There is, however, some data-and it should certainly give pause to those who be-
lieve that welfare should be reformed by cutting these benefits that serve as a life-
line for abused women and children. In Washington, the only state to collect this
information, 60 percent of women on public assistance reported sexual and physical
abuse as adults, usually by a spouse or boyfriend.[10] Nationally, among all women,
the figure is about 20 percent. A preliminary study of the effects of violence on work
and family ir, Humbo]t Park, Chicago, conducted by Northwestern University re-
searcher Susan Lloyd, has yielded similar results: sixty percent of the poor women
interviewed naming domestic violence and coercion as a factor influencing their lives
and their 1,ber force participation.

Violence affects poor women in two critical ways: it makes them poor and it keeps
them poor. While remaining in abusive relationships, battered women are often sub-
ject to complete control and financial isolation by their batterers. Their economic
vulnerability is exacerbated by their need to flee persistent and escalating violence.
Women must frequently leave quickly and secretly without time to pack. Women of
all income levels must leave everything behind. As a result, many women must es-
cape and hide with very few resources, often consisting only of money that they
have managed to scrape together over long periods of time. Fleeing violence under
these circumstances, women often experience extreme hardship and poverty. Indeed,
approximately half of women in homeless shelters are battered.[I I

Violence against women keeps women poor, as well. A recent study conducted by
the Taylor Institute in Chicago is a first step toward demonstrating the ways that
violence inhibits or prevents poor women from participating in welfare-to-work pro-
grams, and ultimately from obtaining employment.J12] According to the study, 58
percent of women who entered the Chicago Commons West Humbolt Employment
Training Center, a welfare-to-work program, between 1993-1994 were current vic-
tims of domestic violence. An additional 26 percent were past victims of domestic
violence. Again, the results of this study are confirmed by others across the country.
The Women's Employment Network in Kansas City, Missouri, reports that 75-80
percent of its participants self-report domestic violence during the course of its pro-
gram. According to Sue Boyd at the Denver Family Opportunity Program, domestic
violence is the "biggest issue for successful transition into the workplace." [13]

The stories of program participants themselves make clear how big a hurdle do-
mestic violence can be for a woman who wants to move out of poverty. Job training
participants report that they cannot come to basic skills classes regularly because
their attendance rovokes violent behavior against them. Staff making home visits
to participants who have dropped out of programs find women with visible bruises,
black eyes and cigarette burns. One researcher reported that, when she convened
a focus group of program administrators to discuss barriers to employment, they
overwhelmingly identified violence against women as the major problem. According
to a focus group participant, it was "typical" to see a woman come to her first or
second training session with a black eye, then drop out of the program entirely.

These; realities of women's lives suggest the need for welfare reform proposals that
are quite different than those currently under consideration in Congress.

First, rather than focus on measures that punish children for their birth status,
sound public policy should focus on alternatives that will provide long-term options
for poor women. Our education system fails to fully meet the needs of women and
girls, especially those from low-income families. Research shows that most teen par-
ents were performing poorly in school prior to their pregnancy. Poor grades, drop-
ping out, and low self esteem have all been linked to sex-biased stereotypes as well
as teen pregnancy. Policymakers should focus on positive programs to encourage
women and girls to achieve by providing viable training and ob opportunities, the
possibility of a college education, and resources to enhance child and youth develop-
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ment. Access to non-coercive family planning counselling should also be a compo-
nent of a comprehensive welfare reform program. Programs that allow women to
combine work, welfare and other sources of income as a way of making the transi-
tion out of poverty are also promising and should be included in any welfare reform
package.[ 141

Second, one of the key problems currently facing battered women on AFDC is the
risk of sanctions of reduced benefits if the) report that they have a partner; the

artner's income may, under certain circumstances, be attributed to the woman and
er children, even if the partner does not contribute to their household. Reform is

clearly necessary to ensure that unfair reporting rules do not serve as a deterring
to reporting violence.

Third, welfare-to-work programs should be designed to provide support for women
experiencing violence. For example, the Family Support and Education Center in
Cecil County, Maryland, persuaded the local domestic violence center to provide
services directly at the welfare center job training site. Government can clearly play
a constructive role by designing programs that recognize this need.

Finally, continued public assistance support is c early a necessary part of these
efforts to eliminate violence against women. Without this safety net, women and
children cannot leave. A lifetime limit of AFDC to five years makes no sense in light
of this function of AFDC. Similarly, the "child exclusion" proposals[151 currently
being debated in Congress, as well as overall cuts in AFDC levels, will simply frus-
trate women's ability to flee violence. Faced with choosing between beatings and
starvation, women may too often choose beatings, exposing their children to pro-
longed violence that will only reinforce the cycle in the next generation.
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rights, civil rights and women's rights organizations, and religious groups, is com-
mitted to defeating welfare reform proposals that include a child exclusion. A copy
of the Task Force's letter to members of Congress and a list of the Task Force mem-
bership is attached.

CHILD EXCLUSION TASK FORCE

MARCH, 1995
Dear Member of Congress,
As national, state and local organizations with a diversity of views on many is-

sues, we are united in our efforts to promote the health and welfare of Ameri-
ca's children. We came together this past year in opposition to welfare reform pro-
pusals that would allow states to deny benefits to innocent babies simply because
they were born into families receiving AFDC. As the 104th Congress debates welfare
reform, more punitive child exclusion proposals have appeared which could endan-
ger the health and welfare of America's children. The following provisions would se-
verely harm the children of already impoverished families:

" WE OPPOSE PROVISIONS THAT WOULD DENY BENEFITS TO CHILDREN
SIMPLY FOR BEING BORN INTO FAMILIES RECEIVING WELFARE.

" WE OPPOSE PROPOSALS THAT WOULD DENY BENEFITS FOR CHIL-
DREN WHOSE PATERNITY HAS NOT BEEN OFFICIALLY ESTABLISHED
BY THE STATE.

" WE OPPOSE ANY PROVISION THAT WOULD DENY BENEFITS TO THE
CHILDREN OF UNMARRIED TEENAGERS.

Our principal concern with excluding children from subsistence welfare benefits
is that, if enacted, each of these provisions will hurt the children of already impover-
ished families. Years of social science scholarship makes it clear that people make
childbearing decisions for complex and varied reasons. The promise of a tiny incre-
mental gain in welfare benefits is not an inducement to have additional children.
Family values will not be advanced by making it more difficult for poor mothers to
provide for their children and escape from poverty. Any short-term fiscal savings
gained by excluding children from receiving subsistence benefits will be outweighed
by the long-term social costs of their impoverishment and the further deterioration
of families already in distress.

We urge you to oppose these anti-child, anti-family provisions.
Please contact Martha Davis of NOW Legal Defense and Education Fund at (212)

925-6635, Deborah Lewis, ACLU at (202) 675-2312 if you have questions or need
more information.
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Child Welfare League of America
Church Women United
Coalition of Labor Union Women
Coalition on Human Needs
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Needs
D.C. Rape Crisis Center
Eighth Day Center for Justice, Chicago
Equal Rights Advocates
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Feminists for Life
Food Research and Action Center
Georgians for Children
Institute of Sisters of Mercy of the

Americas, Leadership Team
Interfaith Impact
Jesuit Social Ministries National Office
Justice, Economic Dignity and

Independence for Women (Utah)
Labor Project for Working Families



107

Le al Assistance Resource Center of
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Homelessness

Lutheran Office for Governmental
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Maryland Food Committee
Mennonite Central Committee, WDC
Mississippi Human Services Coalition
9 to 5: National Association of Working

Women
NARAL (National Abortion and

Reproductive Rights Action League)
NOW(National Organization for

Women)
National Abortion Federation
National Association for the Education of

Young Children
National Association of Child Advocates
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National Family Planning and

Reproductive Health Association
National Jewish Community Relations

Advisory Council
National Low Income Housing Coalition
National Welfare Rights and Reform

Union
National Welfare Rights Union
National Women's Conference

Committee
National Women's Law Center

NETWORK: A National Catholic Social
,Justice Lobby

Ohio Association of Child Caring
Agencies

Planned Parenthood Federation of
America

Pratt Institute Center for Community
and Environmental Development
(Brooklyn)

Project Get Together (Oklahoma)
Puerto Rican Legal Defense and

Education Fund
Religious Coalition for Reproductive

Choice
Seamless Garment Network, Inc.
Service Employees International Union
Sigma Gamma Rho
Union of American Hebrew
Congregations
Unitarian/Universalist Association
Unitarian/Universalist Service

Committee
United Auto Workers, The International

Union
United Church of Christ
U.S. Steel Workers
Woman Activist Fund
WOMEN OF REFORM JUDAISM, The

Federation of Temple Sisterhoods
Women Lawyers Association of Los

Angeles
Women Work! The National Network for

Women's Employment
Women's Economic Agenda Project
Women's International League for Peace

and Freedom
The Women's Law Center, Inc.
Women's Legal Defense Fund
YWCA of the U.S.A.

STATEMENT OF THE INTERNATIONAL UNION, UNITED AUTOMOBILE, AEROSPACE AND
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA (UAW)

On behalf of over 1.3 million active and retired workers, the International Union,
UAW appreciates the opportunity to comment on welfare reform.

The UAW supports efforts for meaningful change in the welfare system. At the
same time, we oppose proposals which negatively impact families in need of assist-
ance.

Many proposals being promoted as being about welfare reform are actually only
about punishing the poor. They are about denying help to millions of Americans re-
gardless of need or consequence. These proposals are completely void of concern for
our nation's poor children, and would result in inflicting further hardships and suf-
fering on our most vulnerable families.

We as caring citizens have a responsibility to help those who are in need. We,
as a union, believe in the standard espoused by Hubert Humphrey when he stated
that ". . . the moral test of government is how that government treats those who
are in the dawn of life, the children; those who are in the twilight of life, the elderly;
and those who are in the shadows of life, the sick, the needy and the handicapped."
Many of these proposals fail this "moral test of government."

WELFARE REFORM DEBATE MUST FOCUS ON ENDING POVERTY

Welfare reform offers an opportunity to get at the causes of child and family pov-
erty. Unfortunately, much of the current discussion has not been about ending pov-
erty-it has been about ending welfare.
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Talk about ending welfare has revolved around a few common themes. One of
them is that people on welfare ought to work. Work and responsibility are among
our society's most basic values. We support those values. But we agree with Balti-
More's Bishop John Ricard, who chairs the Bishops' committee on violence, when he
warns against false choices between individual responsibility and government
spending. "There has to be personal responsibility," Bis hp Ricard said. "We also be-
lieve the society has a responsibility for those who cannot care for themselves."

There are not enough decent jobs for everyone who wants to work. If there were,
there would not currently be over 12 million Americans struggling to find full-time
work. If individuals cannot find jobs, or are unable to work or are working at sub-
sistence wages, then we as a society have a responsibility to help. This includes
basic financial support plus education and training, health care, child care and job
opportunities, all of which allow people to help themselves and to provide for their
families.

PROPOSALS WOULD IIRT MILLIONS OF CHILDREN AND FAMILIES

The centerpiece of many proposal,, offered is to cut welfare rolls by denying needy
children and their families assistance. Some suggest that children born to unmar-
ried parents under age 18 should be permanently denied AFDC benefits. They
would aply this retroactively so that children born to unmarried parents prior to
the establishment of this ban also would be denied benefits. Under some proposals,
states would have the option of extending this ban to children born to unmarried
parents under age 21.

Others would deny benefits to children born to families already receiving assist-
ance or for whom paternity is not established. It has also been proposed to deny
benefits to children born to parents who are legal immigrants. Others have called
for needy families to lose benefits after 5 years, with the states having the option
to cut off benefits after 2 years. In either case, families would lose benefits even if
parents cannot find jobs.

According to the Center on Budget and Policy Priorities, if these proposals were
implemented today, at least half of the 5 million families receiving assistance would
be without benefits. What would happen to the children under some of these plans?
Under these plans, money would be spent building orphanages and promoting adop-
tions. Children who could not he cared for would be placed in these orphanages or
put up for adoption. Such proposals are cruel and heartless.

REQUIIIEI) WORK BEIOW MINIMUM WAGE WITH NO TRAINING OR CILI) CARE

Work requirements which have been proposed are exceptionally stringent. For ex-
ample, for families eligible for assistance, all parents would be required to work 35
hours per week, including parents caring for disabled children and infants. Parents
would work at jobs that would pay only about half of the federal minimum wage-
or $85 for 35 hours of work.

With these proposals, there has been no suggested increase in funding for job
training and education, nor any requirement that states provide training. In fact,
states may be forced to divert funds from existing training programs to pay for the
1.5 million work slots mandated under one of these proposals.

Completely absent in these discussions is any provision for child care. If parents
are to go to work-or to attend classes-someone else must care for their children.
Despite mandated work requirements, there would he no funds available to care for
children while parents fulfill their work requirement.

Ct.,FTING FUNDS AND REMOVING ENTtTIEMENT STATUS WIll, DENY NEEDED ASSISTANCE

It has also been proposed that overall spending on AFDC, food stamps and a num-
ber of other anti-poverty programs he capped and reduced from current levels. In
addition to reducing spending overall, this action would remove the entitlement sta-
tus from welfare funding and make it discretionary, or subject to the yearly budget
process.

Assistance would he given on a first-come, first-served basis instead of helping all
who qualify. Families needing help after their state ran out of money would be de-
nied assistance. This proposed change would end the fundamental right to assist-
ance for all who qualify that has been central to our nation's welfare policy since
the passage of the Social Security Act.

REMOVING FEI)ERAIL STANDARDS WIIL SET OFF RACE TO TIHE BOTTOM AMONG STATES

Under some proposals states could opt out of the federal system and instead re-
ceive a fixed annual block grant. Responsibility for assistance to needy families



109

would be shifted totally to the states and standards set at the federal level would
not supply. States would have complete flexibility about how to spend the money,
who to serve, and how to administer the program. Increasing states' flexibility could
set off a race to the bottom, where states scale back benefits and impose more re-
strictions to avoid being viewed as being "too generous" toward needy families.

We understand that some Republican governors want a system of block grants
with no restrictions on their use of federal money, including whether they could cut
spending. If states were allowed to cut welfare spending, the "race to the bottom"
would be accelerated as states would try to outdo each other not only in providing
the lowest benefit, but in dropping needy families from the rolls.

STATES MUST NOT PRIVATIZE i'UB[IC FUNCTIONS

Furthermore, with funds fixed, states would be under pressure to, among other
things, cut program administration. States may consider turning certain services or
systems over to private companies. When functions are transferred to the private
sector, accountability and control are reduced. Private companies are accountable
only to their owners, not to residents in the state. Services and systems must be
kept within the public sector. By doing so, programs will be more responsive to the
needs of poor children and their fami ies and accountable to the community as a
whole.

WELFARE P'ROPOSAIS FAIl. MORAL TEST OF GOVERNMENT

As stated at the beginning of our comments, these proposals fail the moral test
of government. They are meanspirited. They will only push poor children and their
families deeper into poverty. They completely detract from the discussion on how
to end poverty and to develop meaningful welfare reform. We totally reject these
proposal s.

GENVINE ANTI-POVERTY STRATEGY

Welfare reform must be part of a broader anti-poverty strategy. Key elements of
that strategy include:

" Economic security for all children. This means guaranteed child support bene-
fits which are set high enough to assure that no child lives in poverty.

* Policies to foster economic growth and the creation of good, wel-paying jobs.
" Expanded investments in job training and education, including basic skills

training for those who need it, along with opportunities to develop advanced
skills.

• An increased minimum wage.
* Further improvements in the Earned Income Tax Credit.
* A refundable children's tax credit.
* Improved unemployment insurance protection.
* Universal coverage through comprehensive health care reform.
* Quality child care for working parents and for parents in training programs.
* Improved access to federal nutrition programs.
* Improved opportunities for adequate housing.
Real welfare reform-reform which will bring us closer to ending poverty-is one

of the biggest challenges facing our nation. We must marshall the will to meet that
challenge.

The UAW appreciates this opportunity to add comments to the discussion on wel-
fare reform. We look forward to working with Members of the Committee on this
and other important issues.


